
1981
A

n
n
u
al

R
ep

o
rt

an
d

F
o
rm

10-K

In
sid

e,
so

m
e

w
o
rd

s
ab

o
u
t:

•
a

difficult year
for

K
oppers

and
the

econom
y.

•
continuing

strength
in

cash
flow

.

•
reduction

of
debt

and
m

aintenance
of

dividend
as

w
e

kept
our

financial
condition

strong.

•
scalebacks, divestitures

and
other

m
anagem

ent
m

easures—
including

effective
m

arketing
strategies—

to
im

prove
our

com
petitive

position.

•
a

precise
strategy

to
upgrade

our
technological

b
ase

as
w

e
aim

for
new

and
expanded

m
arkets.



‘
-

,

;
-

-

/

N
o

p
p

ers
C

om
pany,

inc./1981
at

a
G

lance

($
M

illions,
ex

cep
t

p
er

sh
are

figures)
1981

1980

T
otal

sales
$2,018.6

$1,929.2

N
et

incom
e

$
51.6

$
54.0

E
arnings

per
share

of
com

m
on

stock
$

1.58
$

1.98

C
ash

flow
$

132.1
$

134.6

D
iv

id
en

d
s

p
er

sh
are

of
com

m
on

sto
ck

$
1.40

$
1.40

R
etu

rn
on

av
erag

e
com

m
on

equity
7.2%

9.0%

C
ap

ital
in

v
estm

en
t

$
182.1

$
230.9

B
ack

lo
g

at
y
ear

en
d

$
518.0

$
526.0

T
h
e

K
o
p
p
ers

M
issio

n
O

u
r

m
ission

Is
to

em
ploy

co
rp

o
rate

assets—
people,

facilIties, technology
and

funds—
4n

o
rd

er
to

achieve
a

balanced
com

bination
of

C
om

pany
grow

th,fin
an

cial
stability,return

to
Investors

and
opportunity

for
em

ployees,
in

doing
so,

w
e

m
ust

satisfy
our

basic
function

of
m

eeting
the

n
eed

s
of

society.
T

he
K

oppers
perform

ance
objectives,

listed
here,

set
dow

n
once

m
ore

the
sp

ecifIc
long-term

g
o

als
w

e
have

set
as

w
e

carry
out

our
m

ission:
•

A
verage

annual
n
et

incom
e

grow
th

g
reater

than
th

at
achieved

in
the

1970s.

•
C

ash-f low
grow

th
at

a
rate

at
least

equal
to

th
at

of
net

incom
e.

•
G

eneration
of

net
incom

e
sufficient to

pay
approxim

ately
25%

of
cash

flow
as

dividends
to

com
m

on
sh

areh
o

ld
ers.

—
L

im
itation

of
d
eb

t
to

n
ear

35%
of

total
capitalization.

•
C

oncentration
of

C
apital funds

in
areas

w
here

the
C

om
pany’s

various
capabilities

w
ill

m
ake

it the
low

-cost
p

ro
d

u
cer

and
th

e
potentiallead

er
In

each
of

the
m

ark
et

seg
m

en
ts

It serv
es.

•
A

m
ajor

upgrading
of

the
C

om
pany’s

scientific
and

technoioglcai
stren

g
th

s,
w

ith
com

m
itm

ents
to

Internal
and

external
research

and
developm

ent.
•

C
apital

Investm
ents

In
high-technology

ventures, em
erging

research
-b

ased
activities

and
o
th

er
areas

w
hose

payoff
potentials

greatly
outw

eigh
th

e
risks

involved.
•

C
oncom

itant
w

ith
th

ese
new

directions,
unrem

itting
attention

to
the

m
anagem

ent
strateg

ies
n
eed

ed
to

keep
the

C
om

pany’s
core

b
u

sin
esses

healthy
and

grow
ing.

•
T

im
ely

and
ag

g
ressiv

e
divestiture

of
assets

th
at

no
longer

fit Into
K

oppers
long-range

strateg
ic

plans.
•

A
bove

all, dedication
to

our
role

as
the

outstanding
perform

er
in

our
various

industries,
w

ith
a

solid
reputation

for
quality

and
vaiue.

T
he

C
om

pany’s
B

usiness
D

iscussion
of

the
C

om
pany’s

business
is

1
presented

in
‘M

anagem
ent’s

D
iscussion

and
A

nalysis
of

Financial
C

ondition
and

R
esults

of
O

perations”
and

“D
escription

of
K

oppers
6

B
usIness.”

In
brief,K

oppers
is

a
diversified

S
m

anufacturing
corporation

w
ith

specialized
engineering

and
construction

capabilities.
H

eadquartered
in

Pittsburgh,
Pennsylvania,

it
10

has
293

operating
locations

and
m

akes
m

ore

19
than

100
types

of
products.

22
A

nnual
M

eeting

24
T

he
annual

m
eeting

ofthe
shareholders

of
the

C
om

pany
willbe

held
at

11
am

.
on

M
ori

day,
A

pril26,
1982

in
the

Pittsburgh
R

oom
of

T
he

W
illiam

Penn
H

otel,
Pittsburgh,

G
eneral

S
ubject

Index
insIde

back
cover

Pennsylvania.

-
‘-ii

T
o

O
u
r

S
h
a
re

h
o
ld

e
rs:

B
y

no
m

ean
s

could
1981

be
considered

a
good

year
for

the
U

S
,

econom
y—

or
for

K
oppers.

O
n

the
other

hand,
the

C
om

pany’s
perform

ance
w

as
better

than
m

ight
be

indicated
by

the
cold

figures
that

show
ed

a
decline

in
earnings

per
share.

T
here

w
as

no
im

pairm
ent

of
our

capacity
for

grow
th,

no
slackening

of
our

pros-
pects

as
w

e
accep

ted
short-term

penalties
to

earnings
in

ex
ch

an
g

e
for

planned
actions

to
further

K
oppers

grow
th

potential
in

the
years

ah
ead

.
C

ash
flow

rem
ained

strong
enough

that
dividends

paid
to

our
sh

areh
o

ld
ers

stayed
w

ell
w

ithin
the

b
o
u
n
d
a

ries
of

prudent
m

anagem
ent.

T
hose

in
ch

arg
e

of
our

operations
exerted

firm
control

of
the

C
om

pany’s
b
u
si

n
esses

as
m

arket
conditions

w
orsened,

participating
in

w
hat

one
observer

called
‘a

productive
ex

ercise
in

the
m

anagem
ent

of
adversity.”

T
he

C
om

pany’s
accom

plishm
ents

in
1981

should
be

m
easu

red
in

the
context

of
the

environm
ent

in
w

hich
they

took
place.

T
he

A
m

erican
econom

y
suffered

unm
istakable

recessio
n

for
the

second
co

n
secu

tive
year.

Inflation,
although

abating
in

d
eg

ree,
rem

ained
sw

eeping
in

extent.
Industrial

production
fell

throughout
the

year.
H

igh
interest

rates
b
eg

an
to

hurt
som

e
secto

rs
of

the
econom

y
that

had
previously

show
n

strength.
T

hese
high

rates
also

continued
to

d
ep

ress
activity

in
the

three
m

ajor
end

m
arkets—

construction,
autom

otive
equipm

ent
and

capital
spending—

that
account

for
three-fourths

of
K

oppers
sales.

Little
of

this
w

as
new

.
M

any
of

the
econom

ic
circu

m
stan

ces
that

confronted
us

w
ere

in
m

otion
before

the
year

began.
N

evertheless,
the

close
of

1981
brought

confirm
ation

that
m

uch
had

been
achieved

in
com

bating
the

effect
of

low
er

b
u
sin

ess
levels

and
in

further
strengthening

K
oppers

financial
and

operational
capabilities.

•C
a
sh

flow
rem

ained
high,

and
the

C
om

pany’s
financial

position
w

as—
and

is—
good.

•W
e

reduced
our

debt,
and

interest
ex

p
en

se
w

as
on

the
decline

in
the

seco
n
d

half
of

the
year.

•W
e

aggressively
pursued

a
com

prehensive
grow

th
plan

en
co

m
p
assin

g
three

kinds
of

activity:
form

ulation
of

appropriate
b
u
sin

ess
strategies;

divestiture
of

certain
operations;

and
investm

ent
in

new
products,

p
ro

cesses
and

technologies.
T

here
w

as
p
ro

g
ress

in
each

area
in

1981.
T

hese
and

other
m

easu
res

brought
us

to
the

end
of

1981
show

ing
gains

in
a

n
u
m

ber
of

areas
over

the
year

before.
A

lthough
K

oppers
profit

at
the

operating
level

w
as

slightly
im

proved,
this

w
as

not
reflected

in
earnings,

w
hich

declined
by

$
4
0

per
sh

are
from

1980.
U

nusual
ex

p
en

ses,
m

ostly
from

discontinued
b
u
sin

esses,
m

ore
than

offset
the

contribution
to

earnings
from

unusual
incom

e,
w

hich
included

the
large

capital
gain

realized
on

the
sale

of
our

C
anadian

lum
ber

business.
T

his
operation

could
no

longer
satisfy

the
C

om
pany’s

long-term
grow

th
objectives

under
the

nationalistic
trends

that
inhibit

grow
th

of
foreign-ow

ned
b

u
sin

esses
in

C
anada.

E
arnings

w
ere

further
penalized

by
ex

p
en

ses
asso

ciated
w

ith
the

developm
ent

of
synthetic

fuel
projects.

Incom
e

tax
credits

w
ere

low
er

than
in

1980.
O

n
balance,

$.24
per

sh
are

of
the

$
4

0
per

sh
are

difference
betw

een
the

tw
o

years
w

as
accounted

for
by

th
ese

tw
o

factors
and

the
unusual

item
s.

M
ost

of
the

ex
p
en

ses
w

ere
incurred

w
ith

an
eye

to
benefiting

future
earnings

grow
th.

S
im

ilar
ex

p
en

ses
incurred

in
1980

led
to

som
e

initial
benefits

in
1981.

T
hese

factors
are

d
iscu

ssed
in

m
ore

detail
in

the
C

hief
F

inancial
O

fficer’s
letter

on
p
ag

e
19.

1981
O

p
eratin

g
P

erfo
rm

an
ce

In
a

com
pany

as
diversified

as
K

oppers,
annual

results
rep

resen
t

the
sum

of
activities

along
a

num
ber

of
fronts.

W
eak

dem
and

in
m

ajor
end

m
arkets,

as
w

ell
as

nonrecurring
ex

p
en

ses
due

m
ostly

to
w

rite-offs
for

discontinued
operations,

produced
a

significant
decline

in
O

rganic
M

aterials
operating

incom
e.

R
oad

M
aterials

m
aintained

a
high

level
of

incom
e

through
strong

operating
m

argins
and

profits
from

o
v

erseas
construction

projects.
A

dded
to

higher
incom

e
in

F
orest

P
roducts

w
ood-treating

b
u

sin
esses

w
as

the
gain

realized
on

the
sale

of
the

C
om

pany’s
C

anadian
lum

ber
business.

Im
proved

operating
perform

ances
throughout

E
ngineered

M
etal

P
roducts

launched
its

expected
turnaround,

and
a

strengthening
in

new
orders

raised
the

year-end
backlog.

T
he

loss
in

E
ngineering

and
C

onstruction
reflected

the
continued

low
level

of
capital

spending
by

the
steel

industry.

-
C

-
.
.
-

InsIde
T

his
1981

A
nnual

R
eport

L
etter

to
K

oppers
S

hareholders
K

oppers
Future

O
perating

and
M

arket
S

um
m

aries
S

hareholder
Inform

ation
- M

anagem
ent’s

D
iscussion

and
A

nalysis
of

Financial
C

ondition
and

R
esults

of
O

perations
C

hief
Financial

O
fficer’s

L
etter

10-Y
ear

Financial
H

ighlights
Index

to
Financial

S
tatem

ents
B

oard
of

D
irectors

and
O

fficers
D

escription
of

K
oppers

B
usiness

I



M
an

ag
em

en
t

A
ctio

n
s

W
e

b
eg

an
this

m
essag

e
w

ith
a

reference
to

“the
m

an
ag

em
en

t
of

adversity.’
T

hat
p
h
rase

d
o

es
not

m
ean

to
im

ply
a

policy
of

retrenchm
ent

or
a

shift
in

long-term
strat

egy.
R

ather,
itd

escrib
es

the
m

easu
res

w
e

instituted
in

order
to

keep
the

enterprise
strong

until
b
u
sin

ess
d
em

an
d

returns
to

a
reaso

n
ab

le
level

of
activity

in
the

areas
that

m
ost

affect
us.

W
e

discontinued
certain

b
u

sin
esses

b
ecau

se
they

did
not

m
eeto

u
r

grow
th

ex
p

ec
tations,

and
w

e
scaled

back
a

num
ber

of
others

in
order

to
bring

them
into

line
w

ith
m

arket
activities.

W
e

set
out

at
m

idyear
to

low
er

our
capital

expenditures,
w

hich
had

been
planned

for
$200

m
illion.

T
he

total
figure

for
the

year
w

as
approxim

ately
$147

m
illion,

excluding
the

nearly
$35

m
illion

invested
in

R
ichm

ond
T

ank
C

ar
C

om
pany.

T
his

should
be

view
ed

against
the

fact
that

such
expenditures

had
been

at
historically

high
levels

in
the

five
previous

y
ears—

a
total

of
alm

ost
$750

m
illion

for
the

period.
W

e
also

co
n
serv

ed
cash

also
by

holding
dow

n
inventories

and
receivables.

T
his

w
as

an
im

portant
factor

in
our

ability
to

red
u
ce

total
debt

and
cut

interest
ex

p
en

ses
over

the
seco

n
d

half
of

the
year.

O
ther

m
an

ag
em

en
t

actions
w

ere
directed

tow
ard

strengthening
our

com
petitive

positions
so

that
there

can
be

som
e

p
ro

g
ress

in
our

operating
and

earnings
p
erfo

rm
an

ce
even

w
hile

the
current

b
u
sin

ess
w

eak
n
ess

persists.
A

num
ber

of
th

ese
actions

are
d

iscu
ssed

on
p
ag

e
19.

T
heir

full
benefit

has
not

yet

been
felt,

and
additional

plans
to

stream
line

co
sts

and
operations

are
being

carried
out.

W
e

do
believe

w
e

are
in

control
of

the
direction

of
our

operating
perform

ance
and

that
this

w
ill

be
d
em

o
n
strated

through
1982

and
beyond.

W
here

W
e

S
tan

d
T

oday
K

oppers
en

d
ed

1981
in

excellent
co

rp
o
rate

health.
O

ur
financial

condition
rem

ains
strong.

W
e

m
aintained

a
high

level
of

cash
flow

,

$132.1
m

illion
in

1981
v
ersu

s
$134.6

m
illion

in
the

prior
year.

T
his

perm
itted

us
to

red
u
ce

debt
and

to
m

aintain
the

com
m

on
dividend.

O
ur

m
anufacturing

b
ase

is
the

m
ost

m
odern

in
our

history,
thanks

to
a

five-year
p
ro

gram
of

continually
upgrading

plants
and

equipm
ent.

N
ot

only
has

this
strengthened

our
ability

to
co

m
p
ete

w
ithin

the
current

clim
ate

of
red

u
ced

dem
and,

but
any

upsw
ing

in
the

econom
y

w
ill

find
us

exceptionally
w

ell
p
rep

ared
to

m
eet

new
dem

ands.

A
com

prehensive
strategic

grow
th

plan
set

into
m

otion
in

1981
has

given
K

oppers
firm

direction
for

the
future.

For
the

short
range,

our
goal

is
to

ad
v

an
ce

the
C

om
pany’s

return
on

com
m

on
shareholders’

equity
tow

ard
our

target
of

18%
as

rapidly
as

p
o
ssi

ble.
For

the
longer

term
,

our
goals

are
tw

ofold:
•T

o
grow

in
the

1980s
even

m
ore

than
w

e
did

in
the

1970s.
•T

o
u
p
g
rad

e
our

technological
base.

M
easures

taken
to

achieve
this

objective
are

d
iscu

ssed
in

the
section

that
follow

s.

B
ehind

K
oppers

approxim
ately

$1
billion

in
fixed

investm
ent

stand
specific

b
u
sin

ess
strategies.

O
f

that
total:

•W
e

have
28%

in
b

u
sin

esses
that

offer
opportunities

for
rapid,

sizable
grow

th.
•W

e
have

54%
in

b
u
sin

esses
that

w
e

w
ill

m
an

ag
e

for
profit—

solid,
thriving

b
u

sin
esses

in
w

hich
w

e
w

ill
invest

additional
funds

to
m

aintain
m

arket
sh

ares
and

red
u
ce

costs.
•W

e
have

18%
in

b
u
sin

esses
targeted

for
correction—

those
in

w
hich

w
e

are
not

m
eeting

our
returns

or
that

no
longer

fit
into

our
long-range

strategic
plans.

T
hese

w
ill

be
turned

around
or

d
isp

o
sed

of
by

m
id-1983.

T
he

O
utlook

In
our

1980
annual

report,
w

e
cited

certain
indicators

that
pointed

to
“a

potential
recu

rren
ce

of
recessio

n
in

1981,”
saying:

“A
s

of
now

,
there

are
no

signs
of

im
provem

ent-in
m

any
of

the
areas

that
d
ep

ressed
K

oppers
1980

perform
ance,

and
it

is
not

realistic
to

expect
significant

ch
an

g
es

quickly.”
W

e
are

currently
caught

up
in

that
recessio

n
w

hose
recu

rren
ce

w
e

foresaw
.

C
o
m

bined
w

ith
the

sev
ere

w
inter

w
eather

ex
p
erien

ced
in

the
opening

w
eeks

of
1982,

this
is

likely
to

result
in

a
first-half

perform
ance

even
low

er
than

in
1981.

Ifour
spirits

seem
som

ew
hat

brighter
at

this
w

riting,
it

is
in

som
e

m
easu

re
due

to
the

lessons
w

e
have

learned
and

the
actions

w
e

have
carried

out
over

the
past

12
m

onths.
W

e
take

heart,
too,

from
certain

developm
ents

d
iscu

ssed
in

the
section

that
follow

s:
new

national
policies

to
m

ove
us

aw
ay

from
the

consum
ption

bias
that

has
d
am

ag
ed

our
econom

y—
tax

legislation
beneficial

to
industries

im
portant

to
K

oppers—
and

above
all,

m
ounting

acknow
ledgm

ent
of

the
need

to
rebuild

the
nation’s

infrastructure,
w

ith
w

hich
K

oppers
activities

are
so

intertw
ined.

O
n

the
last

point,
w

e
need

only
rem

ark
that

the
alternative

to
such

rebuilding—
an

uninterrupted
dow

nhill
slide—

is
unthinkable.

N
evertheless,

w
e

m
ust

tem
per

our
o
p
ti

m
ism

w
ith

the
realization

that
federal

fiscal
policies

are
currently

stim
ulative

and
th

e
re

fore
in

possible
conflict

w
ith

the
m

ore
conservative

m
onetary

policies
now

in
effect.

T
his

could
lead

to
further

escalation
of

high
interest

rates,
slow

ing
those

recovery
trends

that
w

ould
be

favorable
to

the
econom

y
in

general
and

to
K

oppers
in

particular.
M

eanw
hile,

recognizing
that

w
e

m
ust

o
p
erate

w
ith

the
“givens”

available
to

us,
w

e
do

not
p
ro

p
o
se

to
m

ark
tim

e
until

external
conditions

provide
a

m
ore

congenial
en

v
i

ronm
ent

for
our

activities.
R

ather,
w

e
w

ill
continue

to
exert

every
effort

to
strengthen

this
enterprise,

especially
under

the
currently

d
ep

ressed
state

of
the

econom
y.

In
m

aking
that

pledge,
w

e
w

ish
to

ex
p
ress

our
gratitude

for
the

indispensable
support

of
our

em
ployee

asso
ciates

and
sh

areh
o
ld

ers.
W

e
do

not
ex

p
ect

that
th

ese
p

ag
es

12
m

onths
from

now
w

ill
bring

new
s

of
a

d
ra

m
atic

ch
an

g
e

in
our

fortunes.
W

hat
w

e
do

ex
p

ect
is

that
w

e
w

ill
be

able
to

report
fu

r
ther

p
ro

g
ress

in
coping

w
ith

difficulty
and

in
preparing

for
opportunity.

In
the

final
a
n

a
l

ysis,
w

e
are

determ
ined

to
prove

that
w

e
are

equipped
to

m
an

ag
e

long-term
prosperity

as
w

ell
as

tem
porary

adversity.

F
letcher

L.
B

yrom
(3

C
hairm

an
ofthe

B
oard

F
ebruary

22,
1982

C
harles

R
. Pullin,

F
letch

er
L.

B
yrom

C
harles

R.
Pullin

V
ice

C
hairm

an
of

the
B

oard
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F
u

tu
re

:
A

L
o

n
g

a
n

d
W

in
d

in
g

H
ig

h
w

a
y

Ifw
e

are
to

talk
about

w
here

K
oppers

is
g
o
in

g
,

it d
o
es

not
serve

our
purpose

to
think

o
f

the
road

ahead
as

a
straight

line
to

a
p
re

d
ictab

le
horizon.

W
hat

w
e

have,
rather,

is
likely

to
be

a
long

and
w

inding
highw

ay
along

w
h

ich
w

e
w

ill
find

a
num

ber
of

branches
as

w
e

proceed.
S

om
e

of
those

branches,
inevitably,

m
ay

lead
us

into
unrew

arding
areas,

w
ith

little
g

ain
ed

for
us

but
the

lessons
of

exploration.
S

om
e

w
ill

lead
to

areas
rich

and
profitable.

M
eanw

hile,
our

corporate
horizon—

like
all

horizons—
w

ill
constantly

change
shape

as
w

e
m

ove
tow

ard
it, draw

ing
us

on
w

ith
its

p
ro

m
ise

of
new

and
grow

ing
opportunities.

It
m

ay
be

useful,
before

w
e

em
bark

upon
o
u
r

highw
ay

to
the

future,
to

exam
ine

w
here

w
e

have
been.

In
the

m
id-1960s,

w
e

launched
a

new
cap

i
tal

investm
ent

strategy
that

w
as

to
shape

the
C

o
m

p
an

y
as

w
e

know
it today.

Its
purpose

w
a
s

to
establish

a
solid

b
ase

for
diversity

in
m

anufacturing
businesses.

In
the

d
ecad

e
of

the
1970s,

K
oppers

not
o
n
ly

w
ithstood

the
shocks

of
four

recessions,
b

u
t

grew
and

prospered.
•

O
ur

sales
quadrupled,

rising
at

an
av

erag
e

rate
of

13%
per

year.
•

O
ur

net
incom

e
grew

at
an

average
annual

rate
of

17%
.

•
O

ur
grow

th
rate

for
the

im
portant

m
easu

rem
en

t
know

n
as

cash
flow

av
erag

ed
15%

per
year.

N
ow

the
nation

is
bogged

dow
n

in
still

an
o
th

er
recession,

w
hich

began
in

m
id-1981,

b
arely

half
a

year
after

the
conclusion

of
the

p
reced

in
g

slum
p.

B
oth

of
th

ese
latest

recessions,
triggered

a
n

d
sustained

by
high

interest
rates,

have
d

isp
lay

ed
a

difference
m

ost
im

portant
to

K
o
p
p
ers:

a
sim

ultaneous
drop,

severe
and

p
ro

lo
n
g
ed

,
in

the
three

m
arkets—

construc
tio

n
,

autom
otive

and
capital

equipm
ent—

that
acco

u
n
t

for
m

ore
than

75%
of

our
current

sales.
T

hat
had

not
happened

in
previous

recessio
n
s.

•
O

ffice
buildings

aside,
nonresidential

construction
has

been
w

eak
since

early
in

1980,
w

hile
the

num
ber

of
housing

starts,
after

a
four-year

decline,
is

at
its

low
est

point
in

35
years.

•
T

he
autom

otive
industry,

w
hich

had
fallen

to
a

20-year
low

in
1980,

sank
to

that
level

again
in

1981.
•

C
apital

spending,
w

hen
the

figures
for

the
autom

otive
and

petroleum
industries

w
ere

subtracted
from

the
overall

total,
c
o
n

tinued
to

show
the

w
eak

n
ess

that
had

begun
early

in
1980.

Just
w

hen
the

econom
y

m
ay

turn
up

again
is

not
certain,

W
hat

is
certain

is
that—

in
an

era
otherw

ise
characterized

by
w

idespread
d
is

agreem
ent

on
m

ethods
and

objectives—
one

national
goal

has
aroused

enthusiastic
su

p
port:

the
‘reindustrialization

of
A

m
erica.”

T
here

is
near-unanim

ous
accep

tan
ce

of
the

need
to

rebuild
the

country’s
com

m
ercial

and
industrial

infrastructure.
T

his
is

the
goal

tow
ard

w
hich,

conscious
of

its
m

ission
in

a
free

society,
K

oppers
has

equipped
itself

to
m

ake
a

m
ajor

contribution.

U
nderlying

the
new

co
n

sen
su

s
is

reco
g
n
i

tion
of

the
dam

age
that

has
been

done
by

a
persistent

consum
ption

bias
in

past
e
c
o

nom
ic,

fiscal,
regulatory

and
social

policies.
T

hat
bias

is
now

in
the

p
ro

cess
of

being
set

aside
in

favor
of

an
em

phasis
upon

resto
ra

tion
of

productivity
through

greater
in

v
est

m
ent,

an
area

in
w

hich
the

U
.S.

has
been

falling
behind

its
trading

partners
by

far
too

m
uch

and
for

far
too

long.
W

e
are

particularly
en

co
u
rag

ed
by

certain
trends

in
tax

policy
at

the
federal

level.
A

s
for

the
new

tax
provisions

that
affect

capital
fo

r
m

ation,
w

e
expect

that
their

benefits
w

ill
m

an
i

fest
them

selves
only

gradually,
but

that
the

cum
ulative

effect
w

ill
be

significant
in

the
capital-intensive

industries
w

ith
w

hich
K

oppers
has

its
m

ost
im

portant
business

rela
tionships.

Im
proved

cash
flow

am
ong

co
m

p
a

nies
in

certain
m

arkets—
construction,

tran
s

portation,
steel,

paper,
electric

utilities
and

capital
equipm

ent—
prom

ise
a

healthy

upsurge
in

dem
and

for
K

oppers
products

and
services.

T
his

is
not

to
su

g
g
est

that
w

e
have

pulied
off

the
road,

w
aiting

for
the

econom
ic

“potholes”
to

be
repaired

in
our

long
and

w
inding

highw
ay.

S
om

e
of

the
m

easures
w

e
have

taken
to

deal
w

ith
our

im
m

ediate
problem

s
are

d
e

tailed
in

the
m

essag
e

to
shareholders

and
in

other
sections

of
this

report.
A

discussion
of

the
m

easures
w

e
are

pur.
suing

in
order

to
ensure

K
oppers

vitality
over

the
long

term
constitutes

the
bulk

of
the

m
ate

rial
that

follow
s.

A
n

im
portant

part
of

the
strategy

involves
a

new
K

oppers
O

ffice
of

S
cience

and
T

ech
n
o

ogy,
created

to
w

ork
w

ith
existing

units.
A

m
ong

the
responsibilities

assigned
to

it are
a

rejuvenation
of

the
C

om
pany’s

existing
tech

nology
and

the
rem

oval
of

all
barriers

to
the

flow
of

ideas,
know

ledge
and

m
ethodologies

am
ong

the
C

om
pany’s

m
any

elem
ents.

T
his

p
ro

cess
en

co
m

p
asses

the
program

under
w

hich
w

e
augm

ent
our

internal
resources

by
funding

research
projects

at
universities

already
w

orking
on

problem
s

related
to

o
u
r

com
m

ercial
interests.

Parallel
w

ith
this

activity
has

been
a

Iive’y
program

under
w

hich
w

e
em

ploy
venture

c
a
p

ital
not

only
to

w
iden

our
technological

base.
but

to
provide

us
w

ith
greater

access
to

m
a
r

kets,
som

e
of

w
hich

w
e

have
never

enterec
before.

G
enex

C
orporation,

w
hich

gave
us

a
s
:g

n
cant

p
resen

ce
in

the
w

orld
of

genetic
e
n

g
neering

and
in

w
hich

w
e

have
a

sizable
p
o
s

tion,
is

concentrating
its

efforts
on

chernicaS
and

pharm
aceuticals.

G
enex

has
progressed

to
pilot

plant
production

and
recently

sold
the

first
com

m
ercial

quantities
of

a
chem

ical
ithas

developed.
From

that
strong

start,
w

e
have

broadened
our

participation
in

this
field

through
tw

o
recent

investm
ents.

•
E

ngenics,
Inc.

concentrates
on

process
developm

ent,
w

hereby
laboratory

results
are

translated
into

larger-scale
m

an
u

fac
ture,

an
activity

that
seem

s
likely

to
be

the
controlling

factor
in

the
tim

e
required

to
com

m
ercialize

products
developed

through
genetic

engineering.
M

uch
of

the
funded

research
is

being
conducted

at
S

tanford
U

niversity
and

the
U

niversity
of

C
alifornia

at
B

erkeley.
•

D
N

A
P

puts
us

into
agricultural

ap
p
li

cations
as

itw
orks

to
develop

hardier
and

m
ore

versatile
plant

varieties
to

help
push

a
new

“G
reen

R
evolution”

for
a

w
orld

still
short

of
food

in
m

any
areas.

Tw
o

other
investm

ents
have

involved
us

in
new

and
revolutionary

applications
fortw

o
of

civilization’s
oldest

m
aterials.

•
E

O
T

ec
C

orporation,
in

w
hich

w
e

hold
a

substantial
equity

position,
is

active
in

fiber
optic

com
m

unications,
sensors

and
specialty

glass.
Incorporated

in
1979,

itis
now

seeing
a

flow
of

repeat
orders

from
its

custom
ers,

a
sign

that
itis

perceived
as

technologically
equal

or
superior

to
its

com
petitors.

•
C

eram
atec,

Inc.
is

situated
in

a
m

arket
that

has
been

estim
ated

at
billions

of
dollars

annually
in

advanced
ceram

ic
technology

for
use

in
space,

m
icroelectronics,

internal
com

bustion
engines,

batteries
and

other
applications.

W
hatever

the
outcom

e
of

these
and

sim
ilar

undertakings,
itis

obvious
that

K
oppers

has
becom

e
an

enterprise
m

arkedly
different

from
w

hat
itw

as
a

relatively
short

tim
e

ago.
A

lthough
m

ost
of

our
basic

businesses
rem

ain
firm

ly
in

place,
recent

developm
ents

have
begun

to
change

the
fundam

ental
ch

ar
acter

of
the

C
om

pany
as

they
expand

its
range

of
com

petence
even

further.
•

C
onstruction

is
w

ell
under

w
ay

on
tw

o
plants

for
the

m
anufacture

of
our

phenolic
foam

board
and

should
be

com
pleted

by
m

id-1982.
T

his
product

offers
superior

in
su

lating
qualities,

and
fire-resistant

cap
ab

ili
ties.

D
esigned

initially
for

use
in

com
m

ercial
buildings,

itcan
be

adapted
for

applications

in
the

appliance,
transportation,

tank,
pipe

and
residential

construction
m

arkets.
•

O
ur

coal
holdings,

w
hich

now
include

180,000
contiguous

acres
of

land
w

ith
m

ore
than

200
m

illion
tons

of
reserves,

should
m

ake
a

grow
ing

contribution
to

our
incom

e
through

revenues
derived

from
the

leasing
of

m
ining

rights.
•

For
a

num
ber

of
years,

K
oppers

has
a
c

tively
participated

in
the

developm
ent

of
w

hat
is

now
know

n
as

the
K

B
W

coal
g
asifi

cation
process,

a
com

m
ercially

proven
technology

basic
to

the
conversion

of
coal

into
m

ethanol
and

ultim
ately

into
prem

ium
gasoline.

R
ecent

developm
ents

have
led

to
increasing

recognition
of

the
long-range

advantages
of

m
ethanol

as
a

transportation
fuel.

A
ccordingly,

K
oppers

interest
in

this
em

erging
technology

has
evolved

tow
ard

equity
participation

in
projects

to
supply

alternative
fuels.

W
e

now
have

behind
us

m
ost

of
the

investm
ent

needed
so

far
to

pursue
our

interests
in

three
synthetic

fuels
projects.

T
hose

three
are

am
ong

only
11

recently
selected

by
the

U
.S.

S
ynthetic

F
uels

C
orporation

for
further

consideration,
w

ith
the

decision
on

federal
loan

and
price

guarantees
to

be
m

ade
by

m
id-1982.

If
approved

and
carried

out,
they

w
ould

en
g

ag
e

a
w

ide
assortm

ent
of

K
oppers

activities
in

design,
construction

and
the

supply
of

raw
and

p
ro

cessed
m

aterials.

•
O

ur
23%

share
of

R
ichm

ond
Tank

C
ar

C
om

pany
enlarges

our
prospects

in
the

rail
road

industry,
w

ith
w

hich
w

e
have

had
a

m
utually

rew
arding

association
for

half
a

century.
W

e
expect

a
considerable

increase
in

dem
and

for
tank

and
hopper

cars
w

hen
the

econom
y

ap
p
ro

ach
es

norm
alcy

again
a

state
that

w
ill

serve
to

highlight
the

ad
v

an
tages

inherent
in

R
ichm

ond’s
low

-cost
m

anufacturing
position.

O
ther

projects
are

at
earlier

stages
of

developm
ent,

but
no

less
exciting

in
their

potential.
T

hese
include

the
K

oppers-funded
high-technology

university
research

projects,
in

w
hich

w
e

w
ould

hold
proprietary

rights
to

technological
breakthroughs.

T
he

overall
view

dow
n

the
highw

ay
is

for
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O
p
e
ra

tin
g

R
e
su

lts
b
y

B
u

sin
e
ss

S
e
g
m

e
n
ts

O
p
eratin

g

($
M

illions)
S

ales
In

co
m

e
D

uring
1981

N
ear-T

erm
O

utlook

O
rg

a
n
ic

81
$

678.1
$

29.2
U

nusual
expenses,

w
eak

end
m

arkets
cau

sed
M

ajor
m

ark
ets

w
ill

rem
ain

d
ep

ressed
until

M
aterials

80
$

577.2
$

47.2
incom

e
drop.

C
hem

ical
unit

sales
declined

recessio
n
,

in
terest

rates
ab

ate.
A

s
m

arket
15%

;
capacity

utilization
w

as
52%

versus
63%

cy
cles

im
prove,

in
co

m
e

g
ain

s
could

be
in

1980.
M

arginal
chem

ical
lines

w
ere

discon-
d
ram

atic.
M

odern,
efficien

t
cap

acity

tinued.
E

fficiencies
im

proved.
C

oke
unit

sales
ex

ists
to

m
eet

tu
rn

aro
u

n
d

at
an

y
tim

e.
doubled.

R
oofing

m
aterials

incom
e

fell.
B

inder
N

ew
p
h
en

o
lic

foam
ro

o
f

insulation
w

ill
pitch

w
as

strong
in

first
half.

C
oatings,

b
eco

m
e

available
in

1982.
C

oke
o
p
eratin

g
polyester

resins
incom

e
rose

substantially.
co

sts
sh

o
u
ld

be
low

er.
A

b
sen

ce
of

C
reosote

sales
w

ere
strong.

m
arginal

b
u

sin
esses

w
ill

b
en

efit
Incom

e.

R
o
a
d

81
$

541.9
$

57.9
Im

proved
prices,

operating
efficiencies

offset
S

tates
w

ill
co

n
tin

u
e

to
n

eed
new

rev-

M
aterials

80
$

531.7
$

57.2
w

eak
U

.S.
construction

m
arkets.

O
verseas

en
u

e
so

u
rces

for
street,

highw
ay,

bridge
construction

contributed
sig

nificantly.
m

ain
ten

an
ce.

In
terest

rate
tren

d
w

ill
C

onstruction
services

constituted
37%

of
d

eterm
in

e
reco

v
ery

in
h
o
u
sin

g
,

o
th

er
sales.

G
eographic

expansions
w

ere
com

-
co

n
stru

ctio
n

.
G

row
th

Is
likely

in
g
en

eral
pleted

in
C

olorado,
Florida,

W
yom

ing.
co

n
stru

ctio
n

,
w

orldw
ide

m
ark

ets.
C

h
an

g
es

in
fuel

tax
es

w
ill create

ad
d

ed
rev

en
u
es

for
roadbuilding.

F
o

re
st

81
$

379.8
$

42.9
S

ale
of

C
anadian

lum
ber

business
boosted

C
ro

sstie
sales

sh
o
u
ld

co
n
tin

u
e

stro
n
g
.

P
ro

d
u
c
ts

80
$

380.9
$

21.3
incom

e.
W

ood-treating
business

w
as

at
high

R
enovation,

ex
p

an
sio

n
m

ark
ets

should

level.
R

ailroad
crossties,

w
ood-treating

m
aintain

upw
ard

p
ace

in
sales,

volum
es

chem
icals,

transm
ission

poles
w

ere
strong,

of
treatin

g
ch

em
icals.

C
o
n
stru

ctio
n

offsetting
w

eak
n

esses
in

utility
poles,

piling,
d
em

an
d

for
treated

w
o
o
d

w
ill

d
ep

en
d

on

hardw
ood

lum
ber.

N
ew

energy
conservation,

in
terest

rate
tren

d
s.

S
ales

to
utilities

are

other
plant

efficiencies
w

ere
instituted,

ex
p
ected

to
co

n
tin

u
e

m
o
d
erate

In
crease.

E
n
g
in

eered
81

$
342.5

$
12.7

N
early

all
product

lines
im

proved.
Piston

rings
H

igh
backlog

sh
o
u
ld

aid
1982

resu
lts.

M
etal

80
$

358.1
$

(1.1)
and

seals,
pow

er
transm

ission
couplings,

N
ew

cap
acity

is
to

be
co

m
p

leted
to

m
eet

P
ro

d
u

c
ts

m
aterials

processing
equipm

ent
business

u
p
tu

rn
In

d
iesel

p
isto

n
ring

d
em

an
d

s.
A

ny

show
ed

m
ajor

strengths.
E

nvironm
ental

In
crease

in
in

d
u
stry

cap
ital

sp
en

d
in

g

products
operated

at
loss.

M
ineral

processing
sh

o
u
ld

have
Im

m
ediate,

p
o
sitiv

e
effect.

equipm
ent

im
proved

significantly.
N

ew
N

ew
tax

legislation
sh

o
u
ld

p
ro

v
e

orders
w

ere
particularly

strong
in

m
aterials

fav
o
rab

le
to

capital
g
o
o
d
s

m
ark

ets.

processing
equipm

ent,
environm

ental
lines.

E
n

g
in

eerin
g

81
$

58.6
$

(7.5)
P

rolonged
dow

nturn
in

steel
industry

con-
D

ep
ressed

1981
b
ack

lo
g

w
ill

k
eep

co
n

-

a
n

d
80

$
64.6

$
(.4)

struction
cau

sed
earnings

loss.
Potential

stru
ctio

n
volum

e
at

low
level. C

o
n
tract

C
o

n
stru

ctio
n

increased
for

synthetic
fuel

plant
construction

aw
ard

s
on

steelm
ak

in
g

p
ro

jects
could

using
K

B
W

G
asification

S
ystem

s,
w

ith
U

.S.
co

m
e

in
1982,b

u
tco

m
p
etitio

n
w

ill Intensify.

S
ynthetic

F
uels

C
orporation

considering
loan,

A
n
u
m

b
er

of
sy

n
fu

els
p
ro

jects
u
n
d
er

price
guarantees

for
three

projects.
C

apability
review

by
U

.S.
S

y
n
fu

els
C

o
rp

o
ratio

n

w
as

developed
for

electric
furnace

building,
could

reach
ap

p
ro

v
al

stag
e.

m
aterials

handling
system

s.

M
iscellan

eo
u
s

81
$

17.7
$

6.9
C

oal
operations

increased
incom

e
significantly.

K
o
p
p
ers

co
al,

o
th

er
reso

u
rce

b
u
sin

ess

80
$

16.7
$

4.8
Interest,

equity
incom

e
from

investm
ents

also
sh

o
u
ld

co
n
tin

u
e

to
grow

.
S

y
n
th

etic
fuels

contributed
to

earnings.
S

ynthetic
fuel

project
d

ev
elo

p
m

en
t
co

sts
are

ex
p
ected

to

developm
ent

costs
penalized

incom
e,

be
low

er
as

p
ro

jects
reach

final
n
eg

o
tiatio

n
stag

es.

T
o

tal
81

$2,018.6
$142.1

80
$1,929.2

$129.0

81
$

22.5
G

eneral
C

o
rp

o
rate

O
v
erh

ead
80

$
24.1

$119.6
Incom

e
B

efo
re

In
terest

E
x

p
en

se
an

d
In

co
m

e
T

axes

$104.9

K
o
p
p
e
rs

S
a
le

s
b
y

M
ajo

r
E

n
d

M
a
rk

e
ts

($M
flions)

S
ales

%
T

otal
D

uring
1981

N
ear-T

erm
O

utlook

E
n
g
in

eered
81

$
540.5

26.8
H

ighw
ay

spending
w

as
strong

early
in

year,
N

ew
highw

ay
sp

en
d

in
g

w
ill rem

ain
w

eak

C
o
n
stru

ctio
n

80
$

516.3
26.8

but
w

eakened.
O

ther
nonbuilding

construc-
w

ith
em

p
h
asis

on
m

aln
ten

an
ce.S

tate,

tion
declined

7%
.

S
ew

er,
w

ater
projects

local
p

ro
jects

w
ill

be
curtailed

by
slo

w
er

declined.
Price

im
provem

ents,
geographic

rev
en

u
e

grow
th,

red
u

ced
federal

g
ran

ts.

expansions
aided

sales.
B

ridge
rep

air
w

illgrow
.

A
rchitectural

81
$

280.5
13.9

H
igh

interest
rates

hurt
new

housing.
R

em
od-

H
ousing

starts
w

ill rise
slow

ly.

C
o
n
stru

ctio
n

80
$

269.2
14.0

eling
held

even.
S

pending
w

as
up

sharply
R

em
odeling

ex
p
en

d
itu

res
w

illstay
ab

o
u
t

for
industrial

plants,
office

buildings,
even.

N
o
n
resid

en
tial

sp
en

d
in

g
w

ill

declined
for

other
building

construction.
w

eak
en

w
ith

high
in

terest
rates.

C
hem

icals,
81

$
218.7

10.8
Low

operating
rates

pressured
prices,

S
luggish

h
o
u
sin

g
,au

to
,agriculture,

P
lastics

an
d

80
$

224.2
11.6

profits.
E

xport
sales

w
ere

w
eak.

R
eplace-

export
m

ark
ets

are
ex

p
ected

.

R
ubber

m
ent-tire

dem
and

im
proved;

P
rices,

p
ro

fits
are

n
o
t

likely
to

k
eep

new
-car

tire
m

arket
w

eakened.
p

ace
w

ith
inflation.

N
o

gain
is

ex
p
ected

fo
r

to
tal

1982
in

d
u
stry

o
u
tp

u
t.

Iron
an

d
S

teel
81

$
211.8

10.5
A

fter
strong

firsthalf,
steel

dem
and

fell.
Im

-
S

teel
o
u

tp
u
t

m
ay

n
o
t

m
atch

1981.

80
$

161.2
8.4

ports
increased.

N
ew

accounts
com

pen-
S

teel
In

d
u
stry

p
lan

s
ev

en
tu

al
m

ajor

sated
for

w
eak

m
arkets.

S
teel

industry
capital

sp
en

d
in

g
In

crease.S
low

capital
spending

fell
m

oderately.
Foundry

reco
v

ery
w

illp
reclu

d
e

stro
n
g

fo
u

n
d

ry

industry
activity

w
as

w
eak.

In
d
u
stry

reb
o
u
n

d
.

T
ran

sp
o

rtatio
n

81
$

189.7
9.4

H
igh

interest
rates

d
ep

ressed
auto,

truck
T

ax
cut,

b
u
sin

ess
reco

v
ery

should
lead

to

80
$

177.0
9.2

sales.
Im

ports
leveled

off.
H

eavy
truck

co
n
tin

u
ed

stren
g
th

in
raIlroad

cro
sstle

deliveries
fell

14%
.

R
ailroads

increased
sales,m

o
d
erate

seco
n
d
-h

alf
gain

in
au

to

crosstie
replacem

ents.
m

arket.
H

eavy
tru

ck
s

w
illco

n
tin

u
e

u
p
w

ard
tren

d
in

d
iesels.

N
o
n
ferro

u
s

81
$

125.2
6.2

A
lum

inum
,

other
m

etals
outputdropped

E
x
cessiv

e
in

v
en

to
ries

m
ay

delay
alu

m
i

M
etals

‘
80

$
108.8

5.6
as

housing,
auto

m
arkets

continued
low

,
num

reb
o

u
n
d

.
C

o
n
tain

ers,d
efen

se

an
d

M
ining

overseas
dem

and
w

eakened.
A

lum
inum

m
ay

hold
up

w
ell.G

radual
Im

provem
ent

operating
rates

w
ere

cutto
70%

.
M

ining
In

au
to

,
h
o
u
sin

g
m

ark
ets,sm

all
gain

in

capital
spending

increased
15%

.
m

ining
capital

ex
p
en

d
itu

res
are

ex
p

ected
.

L
um

ber
81

$
109.9

5.4
S

oftw
ood

lum
ber

fell
slightly

from
low

1980
P

ro
sp

ects
for

m
ild

reco
v
ery

in
new

h
o

u
s

80
$

112.1
5,8

levels;
hardw

ood
w

as
about

even.
Ing

starts
d
ep

en
d

on
low

er
m

o
rtg

ag
e

C
anadian

softw
ood

operations
w

ere
sold

rates.
H

ardw
ood

u
se

for
railroad

cro
ssties

in
third

quarter.
Is

ex
p
ected

to
m

atch
or

ex
ceed

1981.

U
tIlities:

81
$

102.0
5.1

E
lectric

utility
capital

spending
increased.

E
lectric

utility
rate

relief
w

ill im
prove

E
lectric,

G
as,

80
$

92.7
4.8

Pow
er

use
increased.

Pipeline
construction

b
u
sin

ess.
M

odest
grow

th
is

ex
p
ected

.

T
elephone,

reached
high

level.
S

ew
er,

w
ater

D
om

estic
pipeline

in
stallatio

n
s

m
ay

slow
;

S
ew

er,W
ater

expenditures
declined,

d
ereg

u
latio

n
could

sp
u
r

new
p

ro
jects.

P
ap

er
an

d
81

$
88.7

4.4
Pulp,

paper,
paperboard

output
increased.

P
ulp,paper, p

ap
erb

o
ard

co
n
su

m
p
tio

n

P
ackaging

80
$

89.4
4.6

C
orrugated

box
shipm

ents
rose

2%
-3%

.
w

ill
pick

up
in

late
1982.O

perating
rates

w
ill

C
apital

spending
by

pulp
and

paper
slide.C

apital
ex

p
en

d
itu

res
w

illbe
lim

ited
to

industry
declined,

m
o
re

efficien
t

p
ro

d
u
ctio

n
eq

u
ip

m
en

t.

M
achinery

81
$

40.6
2.0

N
onelectrical

m
achinery

output,
capital

M
achinery

p
ro

d
u
ctio

n
w

ill decline.T
ax

80
$

43.8
2.3

spending
by

m
achinery

industry
each

in
cen

tiv
es

w
illbe

o
ffset

by
low

o
p

eratin
g

expanded
5%

.
E

ngine,
farm

equipm
ent

pro-
rates,

slu
g
g
ish

m
ark

etoutlook,high
real

duction
dropped

m
oderately.

In
terest

rates.

A
griculture,

81
$

36.2
1.8

P
roduction

of grain
m

ill
products

held
even.

M
o
d
erate

in
crease

is
ex

p
ected

for
grain

F
o
o
d
,

G
rain

80
$

42.8
2.2

C
apital

spending
by

food
and

feed
industry

m
illp

ro
d
u

cts.
F

ood
in

d
u
stry

capital

P
ro

cessin
g

expanded
3%

-4%
after

inflation
adjustm

ent.
sp

en
d

in
g

sh
o
u
ld

im
prove.

81
$

74.8
3.7

A
llO

ther
80

$
91.7

4.7

81
$2,018.6

100.0
T

otalS
ales

80
$1,929.2

100.0
8180



8S
h
a
re

h
o
ld

e
r

In
fo

rm
a
tio

n

M
a
rk

e
t

fo
r

K
o
p
p
e
rs

C
o
m

m
o
n

S
to

c
k

a
n
d

R
e
la

te
d

S
e
c
u
rity

H
o
ld

er
In

fo
rm

a
tio

n

K
o
p
p
ers

com
m

on
stock,

$
1
.2

5
par

value,
is

principally
traded

on
the

N
ew

Y
ork

S
tock

E
x
ch

an
g
e

and
is

listed
also

on
the

M
idw

est

a
n
d

Pacific
stock

exchanges.
T

he
tables

b
elo

w
present

its
high

and
low

m
arket

p
rices,

and
dividend

inform
ation.

C
ash

d
iv

id
en

d
s

have
been

paid
on

these
sh

ares

ev
ery

year
since

1944.
L

ong-term
debt

agreem
ents

and
the

term
s

o
f

K
oppers

cum
ulative

preferred
stock,

$100

p
a
r

value,
4%

S
eries,

and
K

oppers
$10

c
o
n

vertible
preference

stock,
no

par
value,

in

clu
d
e

certain
restrictive

covenants.
T

hese,

am
o
n
g

other
things,

prohibit
certain

ag
g
re

g
a
te

am
ounts

of
the

C
om

pany’s
dividends

a
n
d

distributions
on

its
stock

from
exceeding

sp
ecified

levels.
T

he
m

ost
restrictive

provi

sio
n
,

contained
in

a
long-term

debt
a
g
re

e

m
en

t
that

m
atures

in
the

year
2000,

perm
it

te
d

$170,534,000
of

consolidated
earnings

retain
ed

in
the

business
to

be
available

for

c
a
sh

dividends.
T

his
is

substantially
greater

th
an

the
total

dividends
of

$46,653,000
paid

o
u
t

by
K

oppers
in

1981.

C
u
m

u
lativ

e
P

re
fe

rre
d

S
to

c
k

T
he

outstanding
sh

ares
of

cum
ulative

p
re

ferred
stock,

$100
par

value,
4%

S
eries,

m
ay

be
redeem

ed
at

the
option

of
the

C
o
m

pany,
as

a
w

hole
or

in
part,

at
any

tim
e

upon

not
less

than
30

nor
m

ore
than

60
days’

notice,
at

$107.75
per

share,
together

w
ith

accrued
and

unpaid
dividends

to
the

date

fixed
for

redem
ption.

A
lthough

the
C

om
pany

also
has

the
right,

w
ith

the
approval

of
the

B
oard

of
D

irectors,
to

rep
u
rch

ase
cum

ulative

preferred
sh

ares
in

the
open

m
arket,

it
has

no
current

plans
to

redeem
or

repurchase

shares.

$
1
0

C
o
n
v
e
rtib

le
P

re
fe

re
n
c
e

S
to

c
k

T
he

outstanding
sh

ares
of

$10
convertible

preference
stock,

no
par

value,
m

ay
be

co
n

verted
into

sh
ares

of
com

m
on

stock
of

the

C
om

pany
at

any
tim

e,
unless

previously
re

deem
ed,

at
the

conversion
price

of
$28.75

per
share,

subject
to

adjustm
ent

in
certain

events.
T

he
preference

stock
is

not
red

eem

able
prior

to
D

ecem
ber

15,
1983

and,
on

and
after

such
date,

is
redeem

able
on

not

less
than

30
days’

notice
at

the
option

of
the

C
om

pany
at

a
price

beginning
at

$107.00

per
share

and
declining

by
$1

per
share

each
year

through
1990.

E
q

u
ity

S
e
c
u
rity

H
o
ld

e
rs

N
um

ber
of

Shareholders
of

R
ecord

Title
of

C
lass

at
M

arch
8,

1982

C
om

m
on

Stock,
$1.25

Par
V

alue
18,910

C
um

ulative
Preferred

Stock,
$100

Par
V

alue
1,348

C
onvertible

Preference
Stock

373

C
o
n
tin

u
in

g
G

ro
w

th
o

f
P

a
rtic

ip
a
tio

n
in

D
iv

id
en

d
R

e
in

v
e
stm

e
n
t

P
lan

s

O
ver

12%
of

K
oppers

shareow
ners

part:c’
pated

in
the

C
om

pany’s
cost-free

D
ividenc

R
einvestm

ent/C
ash

P
aym

ent
Plan

in
1981.

T
he

num
ber

of
participants

grew
by

m
ore

than
14%

during
the

year,
to

m
ore

thar

2,300.
P

articipating
shareholders

investec
nearly

$660,000
to

purchase
m

ore
tt’ar:

37,000
additional

sh
ares

during
1981,

T
hese

plans
enable

shareholders,
on

a
cost-free

basis,
to:

I
E

lect
to

invest
com

m
on

an
d
/o

r
preferred

dividends
in

sh
ares

of
K

oppers
com

m
on

stock;
an

d
/o

r
B

P
urchase

additional
K

oppers
com

m
on

stock
by

m
aking

voluntary
cash

paym
e-’:s

of
$25

to
$1,000

in
any

m
onth.

S
hareholders

m
ay

obtain
further

inform
a

tion
on

these
plans

by
w

riting
to

M
ellon

B
ank

N
.A

.,
A

ttention:
C

orporate
T

rust
D

ivision.,

M
ellon

S
quare,

P
ittsburgh,

P
ennsylvania

15230.

C
om

m
on

S
h
areh

o
ld

ers’
E

quity

(S
M

illions)
$700

72
73

74
75

76
77

78
79

80
81

T
he

S
h
areh

o
ld

ers’
S

co
recard

T
his

series
of

charts
illustrates

how
ow

ners
of

K
oppers

com
m

on
stock

have
fared

over

the
past

10
years.

V
alue

of
the

C
om

pany’s
com

m
on

equity
has

substantially
m

ore
than

doubled.
T

he
dividend

has
been

tripled
and

outgrew
inflation

by
a

w
ide

m
argin.

Price
of

the
com

m
on

stock
fluctuated

w
idely

in
re

cent
years

and,
despite

the
1981

decline,

continues
ahead

of
leading

m
arket

indices.

T
he

total
return

(stock
appreciation

plus

dividends
reinvested)

also
has

kept
K

oppers

shareholders
ahead

of
inflation.

T
his

chart

show
s

that
$1,000

invested
in

K
oppers

co
m

m
on

stock
at

the
start

of
1972

w
ould

have

grow
n

to
$3,064

at
the

close
of

1981.

K
oppers

C
om

m
on

S
tock

350
P

rice
Index

300

250

200

S
tandard

&
P

o
o

rs

150
500

Index

100

“
/

D
ow

Jo
n
es

50
Industrial

Index

0
72

73
74

75
76

77
78

79
80

81

600

500

A
nnual

C
om

m
on

D
ividend

G
row

th

(Per
Share)

$1.40

1.20

400

D
ividends

O
utgrew

inflation

(1971
=

100)
500

1.00

300

200

-
n
I

-1
II

_
_
_

I
I
I
lI

Z
j
]

111111
111111111

i
-
I
l
l
”

.80

100

____________________________________

I

_______

III
‘II’.

.-1 1 II I
111111

111111111
111111111

.60

.40

.200

K
o
p
p
e
rs

C
o
m

m
o
n

S
to

c
k

S
ta

tistic
s

72
73

74
75

76
77

78
79

80
81

1981
1980

1979
1978

1977

C
o
m

m
o
n

stock
price

ran
g
es

on
N

Y
S

E
/C

om
posite:

H
igh

S
27½

$
3
5
1
/4

$27%
$24%

$
2
6
¾

L
ow

16¼
19

17/e
18¾

20

C
lose

17
25

.
27

201/8
22¾

V
o
lu

m
e

traded
(in

thousands)
8,781

7,780
4,183

4,684
5,163

%
of

sh
ares

outstanding
32%

29%
16%

19%
21%

Q
u
a
rte

rly
C

o
m

m
o
n

S
to

c
k

P
rice

R
a
n
g
e
s

a
n
d

D
iv

id
en

d
s

1981
1980

Q
u
arter

H
igh

L
ow

D
ividend

H
igh

L
ow

D
ividend

1
st

$27½
$20¾

$.35
$
3
1
¾

$
2
3
/e

$
3

5

2nd
27¼

22½
.35

251/2
19

.35

3rd
24½

17¼
.35

33½
231/4

35

4
th

18¾
16¼

.35
3
5
1
/4

231/2
.35

C
om

m
on

S
to

ck
P

rice
T

ren
d

(P
er

S
hare)

400

300
K

oppers
C

om
m

on
S

tock
D

ividend
Index

200

.
—

.

100
•

C
onsum

er
P

rice
Index

0
72

73
74

75
76

77
78

79
80

81

A
nnual

T
otal

R
etu

rn
s

to
S

h
areh

o
ld

ers

(1971
=

100)
500

K
oppers

Index
of

T
o
tal

R
etu

rn

400
to

Investors

300

200

100
C

onsum
er

P
rice

Index

0
72

73
74

75
76

77
78

79
80

81

C
om

m
on

S
to

ck
vs.

M
arket

In
d
ices

(1971
=

100)
400

50

72
73

74
75

76
77

78
79

80
81
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M
a
n
a
g
e
m

e
n
t’s

D
isc

u
ssio

n
a
n
d

A
n
a
ly

sis
o
f

F
in

a
n
c
ia

l
C

o
n
d
itio

n
a
n
d

R
e
su

lts
o
f

O
p
e
ra

tio
n
s

R
e
su

lts
o
f

O
p
e
ra

tio
n
s

N
et

S
ales

C
om

pany
sales

increased
m

oderately
in

each
of

the
past

three
years,

w
ith

m
ost

of
the

gain
com

ing
from

the
four

largest
operating

groups.
P

roduct
price

in
creases

in
th

ese
b
u
si

n
ess

segm
ents

m
ore

than
accounted

for
the

overall
sales

grow
th

in
1981

and
1980

as
unit

volum
es

w
ere

low
er

in
num

erous
product

lines.
H

igher
prices

accounted
for

nearly
50%

of
the

sales
gain

in
1979.

A
cquisitions

added
less

than
5%

to
K

oppers
sales

in
each

of
the

three
years.

N
orm

ally,
K

oppers
sales

are
on

an
upw

ard
trend

and
reach

a
peak

during
the

second
and

third
quarters

of
any

year,
then

begin
to

decline
in

the
fourth

quarter
b

ecau
se

of
seasonal

influences.
T

he
first

quarter
of

a
year

is
typically

the
low

est
in

sales
volum

e.
U

sually,
the

C
om

pany’s
incom

e
also

follow
s

this
pattern,

w
hich

is-show
n

in
the

Q
uarterly

Financial
D

ata
below

.
In

1981,
how

ever,
K

oppers
gross

profit
rose

m
oderately

during
the

year
and

reached
the

highest
level

in
the

fourth
quarter.

T
his

w
as

due
to

the
effect

of
unusual

incom
e

and
ex

p
en

ses
during

the
year,

as
w

ell
as

m
anagem

ent’s
efforts

to
reduce

costs
and

to
counter

the
unfavorable

effects
exerted

by
recession

upon
product

sales
volum

es.
Follow

ing
are

discussions
of

the
perform

ance
of

each
of

K
oppers

operating
groups.

($
M

illions)
1981

1980
1979

S
ales

$678.1
$577.2

$5566

O
perating

incom
e

$
29.2

$
47.2

$
55.6

In
m

id-1979,
prior

to
the

1980
recesso

n
,

a
num

ber
of

O
rganic

M
aterials

product
ines

began
to

feel
the

effect
of

w
eakening

tre”os
ii

the
autom

otive,
steel,

housing
and

reated
industries.

T
hrough

1981
and

1980,
co

n
d
tio

’-s

in
these

m
arkets

failed
to

im
prove.

D
em

and
for

chem
icals

w
orsened

in
1981,

and
the

w
eakness

spread
to

the
group’s

roofing
m

ate
rials

business;
incom

e
in

both
businesses

declined
sharply.

Im
proved

perform
ances

r
O

rganic
M

aterials
other

product
lines,

tracea
ble

to
aggressive

efforts
to

reduce
costs

a’d
to

increase
unit

sales
in

the
face

of
w

eakened
m

arkets,
nearly

offset
this

reduction.
T

he
overall

decline
in

1981
operating

incom
e

w
as

due
largely

to
unusual

ex
p

en
ses

of
$12.3

m
il

lion
that

resulted
from

w
rite-offs

for
discontin

ued
operations

and
a

w
rite-dow

n
of

an
investm

ent.
T

his
contrasted

w
ith

nonrecurring
incom

e
in

1980
of

$3.5
m

illion
from

recoveries

on
insurance

claim
s.

U
nit

sales
of

chem
icals

fell
by

15%
in

1981,
follow

ing
a

19%
decline

in
1980.

C
ap

ac
ity

utilization
at

the
C

om
pany’s

chem
ica

plants
sank

to
a

52%
average

in
1981,

from

63%
in

the
prior

year
and

from
71%

in
1979,

w
hich

benefited
from

a
strong

second-half

recovery
in

dem
and.

Im
proved

prices
over

the

three
years

failed
to

offset
high

fixed
costs,

as

w
ell

as
increased

costs
of

raw
m

aterials,
energy

and
labor.

C
onsequently,

chem
ica

results
fell

below
break-even

in
1981,

w
ith

incom
e

substantially
less

than
in

the
prio”

tw
o

years.
A

dded
to

this
loss

w
ere

w
rite-offs

taken

for
discontinued

operations
in

certain
chem

-

cal
businesses;

this
w

ill
reduce

future
o

p
erat

ing
expenses.

A
dditional

consolidations

expected
in

chem
ical

operations
w

ill
increase

the
use

of
internally

generated
raw

m
aterials

in
the

group’s
processing

operations,
thus

fu
r

ther
reducing

operating
costs.

Incom
e

from
the

roofing
m

aterials
b
u
si

ness
fell

after
substantial

increases
in

the

prior
tw

o
years.

S
ales

of
K

oppers
cold-

applied
roofing

system
,

K
M

M
,

w
ere

flat
in

1981
follow

ing
tw

o
years

of
rapid

grow
lh.

A
ctivity

in
the

nonresidential
construction

and

reroofing
m

arkets
began

to
decline

noticeably

near
the

close
of

1980,
and

this
trend

co
n

tin

ued
during

the
recent

year.
K

oppers
has

intro

duced
a

new
roof

insulation
product

that
w

ill

be
in

full
com

m
ercial

production
in

m
id-1982.

T
his

phenolic
foam

insulation
board

has
th

er

m
al

qualities
and

fire-resistant
properties

superior
to

those
of

com
petitively

priced
p

ro
d

ucts.
Initial

m
arket

accep
tan

ce
has

been

excellent.
Incom

e
in

coke
operations

rose
to

near

break-even
after

a
significant

loss
in

1980,
as

unit sales
alm

ost
doubled

in
1981

after

declines
in

the
prior

tw
o

years.
V

igorous
m

ar

keting
program

s
significantly

expanded
the

C
om

pany’s
custom

er
base.

A
large

coke
inventory

accum
ulated

in
1980

w
as

co
m

pletely
sold

in
1981,

and
all

coke
facilities

w
ere

put
into

operation
during

the
second

half,
versus

an
earlier

operating
level

of
less

than
50%

.
A

lthough
prices

im
proved,

they
w

ere
not

sufficient
to

offset
higher

coal,
o
p
er

ating
and

start-up
costs.

T
he

greatest
volum

e
increase

w
as

in
blast

furnace
coke.

Foundry
coke

sales
also

rose.
S

ales
and

incom
e

in
specialty

resins
and

other
foundry

products
also

im
proved

in
the

face
of

a
w

eak
m

arket
in

1981,
reversing

the
declines

of
prior

years.
S

teady
dem

and
grow

th
for

carbon
binder

pitch
since

1979
began

to
falter

in
the

second
half

of
1981

as
production

in
the

alum
inum

industry
declined.

C
reosote

sales
continued

to
im

prove
m

oderately
as

dem
and

w
as

strong
for

railroad
crossties.

C
ontinued

high
unit

sales,
cost

reductions
and

higher
prices

helped
incom

e
in

this
business

to
im

prove
for

the
third

consecutive
year.

A
ggressive

m
arketing

strategies
co

u
n
t

ered
w

eak
dem

and
for

protective
coatings

and
polyester

resins.
Incom

e
rose

signifi
cantly

from
earlier

years.
C

oatings
sales

b
e
n

efited
from

good
international

and
dom

estic
activity

in
underground

pipeline
construction

and
from

new
m

arkets
opened

in
the

defense
and

original
equipm

ent
m

arkets.
H

igh
sales

of
specialty

polyester
resins

continued
and

m
oved

K
oppers

total
volum

e
14%

ahead
of

the
prior

year,
during

w
hich

grow
th

had
slow

ed
after

a
long

period
of

expansion.
S

ales
and

incom
e

im
proved

also
in

other
sp

e
cialty

coating,
sealant

and
adhesive

lines

R
o
ad

M
aterials

($
M

illions)
1981

1980
1979

S
ales

$541.9
$531.7

$454.1

O
perating

incom
e

$
57.9

$
57.2

$
55.0

R
oad

M
aterials

1981
perform

ance
ran

counter

to
the

w
eak

U
.S.

construction
m

arket,
w

hich
declined

noticeably
in

the
second

half
of

the
year.

Im
proved

prices
and

operating
efficien

cies
largely

offset
drops

in
sales

volum
e.

W
eakening

second-half
m

arket
trends

had
a

slight
effect

on
incom

e
in

W
estern

operations,
w

hich
continued

to
account

for
the

m
ajority

of

R
oad

M
aterials

incom
e.

R
esults

in
E

astern
m

arkets
rose

from
d
ep

ressed
1980

levels.
C

onstruction
activity

in
S

outhern
m

arkets
rem

ained
w

eak,
as

in
the

prior
year.

A
su

b
sid

i

ary
involved

in
a

joint
venture

on
several

o
v
er

seas
construction

projects
w

as
a

significant

contributor
to

R
oad

M
aterials

incom
e

gain,

as
w

as
T

he
Sterling

C
om

panies,
purchased

in

N
ovem

ber,
w

hich
o

p
erates

in
the

W
estern

O
verthrust

B
elt

of
the

R
ocky

M
ountains.

T
he

m
odest

gains
in

R
oad

M
aterials

sales
and

operating
incom

e
over

the
past

three
years

reflect
how

high
interest

rates

have
d

ep
ressed

the
nationw

ide
engineered

construction
m

arket.
K

oppers
total

shipm
ents

of
ag

g
reg

ates
fell

to
49

m
illion

tons
in

1981,

from
50

m
illion

in
1980

and
54

m
illion

in
1979.

M
aking

up
for

this
som

ew
hat

has
been

the
grow

ing
im

portance
of

construction
services

to
R

oad
M

aterials
total

sales
as

the
result

of

recent
expansions.

T
hese

services
accounted

for
approxim

ately
37%

of
R

oad
M

aterials

sales
in

each
of

the
past

tw
o

years,
up

from

26%
in

1979.
A

cquisitions
in

1981
included

a
Florida

aggregates
producer

and
T

he
Sterling

C
o
m

panies,
w

hich
provide

construction
services

and
produce

aggregates,
ready-m

ix
concrete

and
bitum

inous
concrete.

A
cquisitions

in
1980

and
1979

included
a

N
orth

C
arolina

producer

of
ag

g
reg

ates
that

is
also

a
large

earthm
oving

com
pany,

Iw
o

V
irginia

com
panies

that
sp

e
cialize

in
highw

ay
and

bridge
construction,

and
com

panies
in

C
olorado

and
O

klahom
a

that
produce

ag
g

reg
ates

and
provide

co
n

struction
services.

($
M

illions)
1981

1980
1979

S
ales

$379.8
$380.9

$368.8

O
perating

incom
e

$
42.9

$
21.3

$
31.9

S
trong

dem
and

for
railroad

crossties
and

other
w

ood
products

has
boosted

incom
e

in

each
of

the
past

three
years

in
F

orest
P

ro
d

ucts
m

ajor
business

line,
w

ood
treating.

A
sim

ilar
perform

ance
in

the
group’s

specialty

w
ood-treating

chem
ical

operations
has

helped
to

offset
declines

in
other

product
areas

affected
by

the
d
ep

ressed
activity

in
the

construction
industry

since
1979.

Incom
e

in

the
basic

dom
estic

w
ood-treating

and
b
u

ild

ing
product

b
u
sin

esses
im

proved
20%

over

1980.
T

he
large

increase
in

F
orest

P
roducts

1981
operating

incom
e

resulted
from

the
sale

of
the

C
om

pany’s
C

anadian
spruce

lum
ber

operations,
w

hich
added

$20.2
m

illion.

S
ales

of
railroad

crossties
clim

bed
ste

a
d

ily
in

1979
and

1980
and

leveled
off

in
1981.

P
rogram

s
im

plem
ented

to
increase

operating

efficiencies
and

reduce
energy

costs
helped

im
prove

incom
e.

D
em

and
for

crossties

rem
ained

strong
through

1981,
and

the
b
a
c
k

log
at

year
end

w
as

high.
T

he
current

re
c
e
s

sion,
how

ever,
m

akes
it uncertain

that
rail

roads
w

ill
carry

out
planned

track
im

p
ro

v
e

m
ents

during
1982.

S
trong

dem
and

for
transm

ission
poles

w
as

largely
offset

by
reduced

sales
of

utility
poles

and
piling

due
to

high
interest

rates
that

dam
pened

activity
in

electric
utility

construction.
S

ales
of

w
ood-treating

ch
em

icaIsro
se

gradually
over

the
past

three
years

b
e
c
a
u
e

of
increased

m
arket

penetration
and

grow
ing

dem
and

in
the

residential
renovation

and

alteration
m

arket.
Increased

raw
m

aterial
in

te

gration
in

the
production

of
these

specialty

chem
icals

has
raised

K
oppers

capacity
to

serve
this

fast-grow
ing

m
arket.

C
onditions

rem
ained

severely
d
ep

ressed

in
the

dom
estic

hardw
ood

lum
ber

business,

but
losses,

although
they

continued
in

1981,

w
ere

substantially
low

er,
thanks

to
disposal

and
consolidation
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($
M

illions)
1981

1980
1979

S
a
le

s
$342.5

$358.1
$328.2

O
p

eratin
g

incom
e

$
12.7

$
(1.1)

$
11.4

In
co

m
e

im
proved

in
1981

in
alm

ost
all

se
g

m
en

ts
of

E
ngineered

M
etal

P
roducts,

rev
ers

in
g

a
dow

nw
ard

trend
that

had
begun

in
1979.

P
a
rt

of
the

incom
e

gain
cam

e
from

a
reduction

in
w

rite-offs
and

other
unusual

ex
p

en
ses

to
$
1
.3

m
illion

in
1981,

from
the

$12.8
m

illion
that

c
a
u
se

d
the

group’s
loss

in
1980.

A
fter

a
slow

start,
sales

of
piston

rings
a
n

d
seals

grew
by

m
ore

than
20%

in
1981

as
d
em

an
d

rose
in

the
replacem

ent
m

arket
for

p
isto

n
rings

for
diesel

trucks.
G

reater
volum

e
p

lu
s

capacity
additions

that
im

proved
o

p
erat

in
g

efficiencies
resulted

in
higher

incom
e.

S
a
le

s
of

shaft
seals

w
ent

up
as

a
result

of
stro

n
g

industrial
dem

and
in

the
com

pressor
in

d
u

stry
.

A
t year-end

1981,
m

arkets
for

piston
rin

g
s

had
slow

ed
considerably.

D
espite

th
ese

cu
rren

t
conditions,

construction
is

continuing
o
n

a
new

plant
that,

by
1983,

w
ill

significantly
in

c
re

a
se

K
oppers

capacity
to

supply
rings

to
th

e
diesel

engine
m

arket.
S

ales
and

incom
e

im
proved

also
in

p
o
w

e
r

transm
ission

couplings
as

the
result

of
g

re
a
te

r
dem

and
for

m
aintenance

w
ork

in
the

ste
e
l

and
petrochem

ical
industries.

H
eight

e
n

e
d

m
anufacturing

efficiencies
along

w
ith

m
aterial

cost
reductions

provided
by

a
new

fo
rg

e
shop

helped
to

raise
m

argins
in

this
line.

In
spite

of
a

sales
decline,

incom
e

w
as

up
in

th
e

S
prout-W

aldron
m

aterials
processing

eq
u
ip

m
en

t
business

in
1981

as
the

result
of

m
an

u
factu

rin
g

and
other

cost
reductions

and
a

m
o
re

favorable
product

m
ix.

A
substantial

in
c
re

a
se

in
new

orders
during

the
second

half

w
as

due
to

technical
innovations

in
the

C
o

m
pany’s

line
of

therm
om

echanical
pulping

m
achinery.

T
he

new
design

w
ill

allow
m

akers
of

pulp
products

to
recover

steam
for

use
in

reducing
plant

energy
costs.

O
rders

in
the

C
om

pany’s
feed

and
grain

m
ill

business
also

im
proved.

In
spite

of
low

er
dem

and
in

the
co

rru
gated

box
industry,

1981
results

in
corrugated

container
m

achinery
continued

to
be

profit
able,

as
in

the
prior

tw
o

years.
C

oncentration
on

new
,

higher-m
argin

products
as

w
ell

as
cost

reductions
enabled

the
division

to
rem

ain
profitable.

O
v
ercap

acity
co

n
tin

u
es

th
ro

u
g
h
o
u
t

this
business.
T

he
near

ab
sen

ce
of

unusual
ex

p
en

ses
in

m
ineral

processing
equipm

ent
resulted

in
a

slightly
better

than
break-even

perform
ance

in
1981,

versus
a

large
loss

in
1980.

U
nusual

ex
p

en
ses

totaled
$11.2

m
illion

in
1980

as
reserves

w
ere

established
for

plant
closings,

for
replacem

ent
and

repair
of

equipm
ent

p
re

viously
installed

on
ore

processing
projects,

and
for

losses
arising

from
a

custom
er

b
an

k
ruptcy.

T
he

w
orld

recession
in

m
ineral

m
ar

kets,
w

hich
has

d
ep

ressed
dem

and
for

p
ro

c
essing

m
achinery,

cau
sed

a
loss

in
1979

also.
T

here
w

as
little

pickup
in

orders
in

1981.
To

cope
w

ith
this

prolonged
recession,

the
divi

sion
is

m
arketing

processing
m

achinery
adapted

to
new

end
uses

and
has

form
ulated

plans
to

introduce
new

products
that

w
ill

reduce
its

dependency
on

the
m

ineral
processing

industry.
E

nvironm
ental

E
lem

ents
incurred

a
sm

all
loss

in
1981,

after
a

profitable
1980

p
erfo

rm
ance,

due
to

the
d

ep
ressed

level
of

new
orders

during
1979

and
1980.

A
good

perform
ance

in
the

division’s
air

handling
products

line
w

as
not

enough
to

offset
the

low
o

p
erat

ing
levels

in
electrostatic

precipitators,
w

ater
and

sew
age

treatm
ent

system
s,

and
sound

control
equipm

ent.
N

ew
orders

w
ere

strong
during

the
second

half
of

1981
and

backlog
at

year
end

w
as

up
by

61%
.

M
ost

of
the

gain
w

as
in

precipitator
projects.

E
ngineering

an
d

C
o

n
stru

ctio
n

($
M

illions)
1981

1980
1

9
7

9

S
ales

$
58.6

$
64.6

$113$

O
perating

incom
e

$
(7.5)

$
(.4)

$
105

P
rolonged

recession
in

the
steel

industry’s
m

ajor
end

m
arkets

has
brought

about
a

su
b

stantial
contraction

in
dom

estic
steel

procL
c

tion
capacity

over
the

past
three

years.
T

he
low

level
of

steel
industry

capital
spendir.c

during
this

period
has

pushed
K

oppers
co

n
struction

activity
below

the
break-even

ev
e.

T
he

group’s
1981

results
w

ere
further

p
en

a’
ized

by
unusual

ex
p

en
ses

of
m

ore
than

$2.7
m

illion,
prim

arily
from

an
unfavorable

law
suit

settlem
ent.

In
1980,

K
oppers

and
the

B
abcock

&
W

ilcox
operating

unit
of

M
cD

erm
ott

Incorpo
rated

form
ed

K
B

W
G

asification
S

ystem
s,

Inc.
to

carry
out

engineering
and

construction
of

coal
gasification

projects
on

a
w

orldw
ide

scale.
A

num
ber

of
projects

involving
the

K
B

W
p
ro

cess
are

nearing
the

final
stages

o’
consideration

by
the

U
.S.

S
ynthetic

Fuels
C

o
r

poration.
S

everal
other

projects
that

w
ould

use
the

K
B

W
p
ro

cess
are

in
the

feasibility
study

stage.
T

hese
could

result
in

contract
aw

ards
in

the
com

ing
year

ifsuitable
loan

and
price

guarantees
can

be
negotiated

w
ith

the
S

ynthetic
F

uels
C

orporation.
Prelim

inary
w

ork
is

under
w

ay
also

on
various

steel
plant

projects
that

could
be

aw
arded

in
1982.

A
ctions

w
ere

taken
in

1981
to

expand
tt’e

potential
m

arkets
for

K
oppers

engineering
and

construction
services.

T
he

group
a
c

quired
an

exclusive
U

.S.
license

for
electric

arc
furnace

steelm
aking

technology
and

fo
bulk

reclaim
er

system
s

that
w

ill
d

ecrease
d

ep
en

d
en

ce
on

traditional
construction.

($
M

illions)
1981

1980
1979

S
ales

$17.7
$16.7

$6.8

O
perating

incom
e

$
6.9

$
4.8

$5.7

M
iscellaneous

sales
and

operating
incom

e
includes

revenues
received

by
K

oppers
that

are
not

the
result

of
group

operations.
S

ales
grow

th
in

the
past

several
years

reflects
the

C
om

pany’s
increasing

investm
ent

in
energy

resources.
R

evenues
and

incom
e

from
K

oppers
investm

ent
in

coal
lands

in
T

en
n

essee
com

e
under

this
heading

and
account

for
the

great
m

ajority
of

its
1981

and
1980

results
and

nearly
half

of
its

1979
incom

e.
K

oppers
offers

these
lands

for
lease

to
in

d
e

pendent
coal

operators.
T

he
increase

in
incom

e
from

coal
operations,

as
w

ell
as

higher
interest

and
equity

incom
e

from
K

oppers
investm

ents,
offset

$6.9
m

illion
of

the
C

om
pany’s

ex
p

en
ses

incurred
in

connection
w

ith
the

developm
ent

of
synthetic

fuels
p
ro

j
ects.

K
oppers

is
participating

in
three

projects
currently

being
considered

by
the

U
.S.

S
y
n

thetic
F

uels
C

orporation
for

loan
and

price
guarantees:

T
ennessee

S
ynfuels

A
sso

ci
ates—

a
plant

to
produce

gasoline
from

coal,

P
eat

M
ethanol

A
ssociates—

a
N

orth
C

arolina
project

to
produce

m
ethanol

from
peat,

and
H

am
pshire

E
nergy—

a
project

in
W

yom
ing

to
produce

gasoline
and

other
products

from
coal.

M
iscellaneous

incom
e

declined
in

1980
b
ecau

se
of

low
er

interest
and

equity
incom

e
from

K
oppers

investm
ents.

N
et

In
co

m
e

($
M

illions)
$100

F
in

a
n
c
ia

l
R

e
su

lts

O
p
eratin

g
E

x
p

en
ses

T
he

trends
in

sales
and

profitability
in

the
C

om
pany’s

m
ajor

product
lines

over
the

past
three

years
w

ere
discussed

in
the

preceding
section.

T
he

com
bined

effect
of

these
n
u
m

er
ous

individual
trends

on
K

oppers
overall

profit
perform

ance
is

generally
reflected

in
the

rela
tionship

betw
een

the
C

om
pany’s

S
ales

and
C

ost
of

sales,
show

n
in

O
perating

ex
p
en

ses
on

the
incom

e
statem

ent
(page

25).
A

s
a

percentage
of

K
oppers

S
ales,

C
ost

of
sales

has
m

oved
w

ithin
a

range
of

less
than

1.0
percentage

point
over

the
past

three
years.

T
here

w
as

som
e

deterioration
in

the
m

argin
in

1980
w

ith
m

odest
recovery

in
1981.

T
his

gives
an

indication
of

the
p
ro

g
ress

o
p
e
r

ating
m

anagers
m

ade
during

recent
years

to
reduce

costs
and

im
prove

prices
w

herever
p

o
ssib

le
in

o
rd

er
to

offset
declining

unit
sales

and
the

effects
of

co
st

inflation.
N

onrecurring
factors

influenced
C

ost
of

sales
in

each
of

the

______

past
three

years.
C

osts
w

ere
reduced

in
1981

m
ainly

through
adjustm

ents
that

low
ered

p
e
n

sion
expenses,

through
a

recovery
on

an
insurance

claim
,

and
through

reductions
of

certain
inventories

that
resulted

in
a

liq
u

id
a

tion
of

LIFO
inventory

quantities.
T

h
ese

fa
c

tors
w

ere
som

ew
hat

offset
by

an
unfavorable

law
suit

settlem
ent.

A
cost

increase
of

$8.3
m

il
lion

in
1980

represented
reserves

established
for

plant
closings

and
equipm

ent
replacem

ent
guarantees

that
w

ere
not

totally
m

atched
by

insurance
claim

recoveries.
N

onrecurring

E
n

g
in

eered
M

etal
P

ro
d

u
cts

M
iscellan

eo
u
s

S
ales

an
d

O
p
eratin

g
Incom

e

8060 _

H
H

rM
I

I
II

IIIII IIII

40200
72

73
74

75
76

77
78

79
80

81

F
oreign

O
p
eratio

n
s*

Y
ear

ended
D

ecem
ber

31,
($

M
illions)

1981
1980

1979

K
o
p
p
ers

Identifiable
assets:

F
oreign

operations
$79.1

$109.2
%

of
consolidated

identifiable
assets

6%
8%

C
anadian

identifiable
assets

included
in

above
$23.5

$
58.9

%
of

foreign
operations

identifiable
assets

30%
54%

K
o
p
p
ers

rev
en

u
es

(n
et

sales):
From

foreign
operations

p
0

.6
$103.9

%
of

consolidated
revenues

4°’
From

C
anadian

operations
included

in
above

$62.8
$

74.7
%

of
foreign

revenues
69%

72%

K
o
p
p
ers

incom
e

(after
foreign

and
ap

p
licab

le
u.s.

incom
e

tax
es):

From
foreign

operations
$

9.3
$

2.3
%

o
f

total
net

incom
e

18%
From

C
anadian

operations
included

in
above

$
1.4

$
0.5

%
of

foreign
incom

e
15%

22%
‘K

oppers
export

sales
are

not
included

in
this

presentation
as

they
constitute

less
than

6%
of

the
C

om
pany’s

total
sales

and
are

not
m

aterial

$70.16%
$60.987%

$88.05%
$78.089%

$
9.311%

$
8.794%
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M

an
ag

em
en

ts
D

iscussion
and

A
nalysis

e
x
p
e
n
se

s
increased

C
ost

of
sales

by
$3.2

m
il

lio
n

in
1979.

T
he

relatively
stable

relationship
of

C
ost

o
f

sales
to

S
ales

in
recent

years
w

as
not

c
a
r

rie
d

through
to

the
C

om
pany’s

O
perating

p
ro

fit.
D

eclining
unit

sales
and

increasing
cost

p
re

ssu
re

s
m

ade
it im

possible
to

offset

in
c
re

a
se

s
in

other
operating

costs
that

w
ere

n
o
t

directly
related

to
the

C
om

pany’s
volum

e

o
f

operations.
T

hese
in

creases
reduced

K
o
p
p
ers

O
perating

profit
m

argin
on

sales

fro
m

7,3%
in

1979
to

5.0%
in

1980
and

4.9%

in
1981.

O
ne

such
ex

p
en

se
that

rose
significantly

d
u
rin

g
1979-1981

w
as

D
epreciation,

depletion

a
n
d

am
ortization,

up
by

$20
m

illion,
or

m
ore

th
a
n

31%
,

com
pared

w
ith

a
10%

sales
gain

o
v
e
r

the
sam

e
period.

T
his

increase
w

as
due

to
high

levels
of

capital
investm

ent
that

have

g
reatly

ex
p

an
d

ed
the

C
om

pany’s
depreciable

a
sse

t
b
ase

in
recent

years.
In

1981
how

ever,

th
e

C
om

pany
low

ered
its

capital
investm

ent,

resu
ltin

g
in

the
sm

allest
rise

in
depreciation

in

re
c
e
n
t

years.
T

axes,
other

than
incom

e
taxes

increased

e
a
c
h

year
m

ore
than

tw
ice

as
fast

as
the

g
ro

w
th

in
sales.

T
his

w
as

due
to

rising
real

e
sta

te
,

personal
property

and
social

security

ta
x
e
s.Selling,

research,
general

and
ad

m
in

is

trativ
e

ex
p
en

ses
also

w
ent

up
in

relation
to

sa
le

s,
from

8.5%
in

1979
to

9.4%
in

1981,
as

th
e

result
of

higher
w

ages
and

salaries
and

in
creased

selling
and

research
expenses.

O
th

er
In

co
m

e
O

ther
incom

e
in

1981
w

as
substantially

higher

than
in

the
prior

tw
o

years
for

a
num

ber
of

reasons:
•

A
capital

gain
realized

on
the

sale
of

the

C
om

pany’s
C

anadian
lum

ber
business,

w
hich

ad
d
ed

$20.2
m

illion
in

1981
and

m
ore

than
offset

$13.2
m

illion
in

w
rite-offs

from

disposal
of

discontinued
operations,

m
ostly

in
O

rganic
M

aterials.
T

his
com

pared
w

ith
a

$6.5
m

illion
loss

incurred
for

sim
ilar

E
arnings

P
er

C
om

m
on

S
hare

disposals
in

1980
and

w
ith

a
net

gain
rea

-

ized
in

1979
from

the
sale

of
a

R
oad

M
ate

rials
business.

•
H

igher
incom

e
from

the
sale

of
cap

;a
assets,

prim
arily

from
increased

sa:es
o

equipm
ent

by
R

oad
M

aterials
in

1981
ver.

sus
the

tw
o

prior
years.

I
A

n
increase

in
the

C
om

pany’s
equity

in
earnings

of
affiliates

in
the

past
tw

o
years,

largely
due

to
incom

e
from

a
R

oad
M

ate
rials

subsidiary,
acquired

in
1980,

tha’.is
participating

in
o
v
erseas

co
n

stru
cto

r
p
ro

j
ects.

T
his

im
provem

ent
w

as
substantia

in
1981

as
it m

ore
than

overcam
e

$6.3
m

if
on

in
ex

p
en

ses
representing

part
of

K
opoers

developm
ent

costs
for

three
synthetc

fje’

projects.

_______

•
A

gain
in

interest
incom

e
generated

by
higher

levels
of

short-term
investm

ent
d
jr

_
_

_
_

_
_

_

ing
1981

than
in

the
prior

tw
o

years.

T
able

6
(page

33)
show

s
the

distributon

In
terest

E
x
p
en

se
Interest

expense
rose

sharply
in

1979
and

1980
as

borrow
ings

w
ent

up
in

each
year

and

interest
rates

escalated.
In

1979,
$15

m
inion

of

8¼
%

industrial
developm

ent
bonds

w
ere

issued
and

costs
increased

for
the

use
of

com
m

ercial
paper

to
cover

peak
w

orking

capital
requirem

ents.
In

1980,
K

oppers
co

m

pleted
a

$100
m

illion
private

placem
ent

of

11¼
%

prom
issory

notes
and

substantially

raised
its

use
of

com
m

ercial
paper

to
m

eet

w
orking

capital
needs.

Interest
expense

increased
only

slightly
in

1981
as

during
the

year
the

use
of

short-term
debt

w
as

reduced

and
long-term

debt
fell

by
$20

m
illion.

In
co

m
e

T
ax

es
P

rovision
for

incom
e

taxes
rose

sharply
in

1981
after

falling
in

the
prior

tw
o

years.
T

axes

grew
by

a
greater

m
argin

in
the

recent
year

than
K

oppers
pretax

incom
e

b
ecau

se
of

the

high
tax

rate
encountered

on
the

sale
o

C
an

ad
ian

lum
ber

o
p
eratio

n
s

and
b
ecau

se

low
er

capital
investm

ents
and

w
eaker

exporf

sales
substantially

reduced
tax

credits.
M

ajor

factors
in

the
low

er
tax

rates
in

1979
anc

1980

w
ere

increased
benefits

from
investm

ent
tax

credits,
from

the
effect

of
p
ercen

tag
e

d
ep

le

tion
over

cost
depletion,

and
from

the
effect

of

the
low

er
tax

rate
on

capital
gain

incom
e

T
he

factors
that

influenced
the

C
om

pany’s
effec

tive
tax

rate
for

the
past

three
years

are

show
n

in
T

able
5

(page
32).

F
in

an
cial

C
o
n
d
itio

n

L
iquidity

T
his

discussion
has

been
prepared

to
report

how
K

oppers
provided

liquidity
during

1979-

1981,
m

aking
it possible

to
finance

capital

expansions,
to

provide
funds

needed
to

su
p

port
sales,

to
repay

debt
and

to
com

pensate

shareholders
through

dividend
paym

ents.

T
he

accom
panying

tables
sum

m
arize

the

funds
generated

by
K

oppers
over

the
past

three
years

and
show

how
these

funds
have

been
used.

T
he

period
en

co
m

p
assed

the
three

highest

years
of

capital
expenditures

and
dividend

paym
ents

in
K

oppers
history.

T
he

level
of

funds
paid

to
holders

of
the

C
om

pany’s
co

m

m
on

stock
did

not
increase

substantially
d
u
r

ing
1981,

but
the

issuance
of

750,000
shares

of
convertible

preference
stock

near
the

close

of
1980

p
ro

d
u

ced
a

significant
rise

in
total

divi

dend
payout

for
the

year,
as

show
n

in
the

graph
below

.

T
otal

D
ividends

Paid
(8

M
illions)

$45

72
73

74
75

76
77

78
79

80
81

T
he

accom
panying

table
show

s
that

funds
generated

from
the

C
om

pany’s
operations

have
m

et
a

high
proportion

of
the

C
om

pany’s
total

financial
needs

over
the

past
three

years.
Term

debt
w

as
increased

in
1980

to
finance

the
high

levels
of

capital
expenditures

carried
out

during
1979-1980.

T
he

funds
from

the
co

n
vertible

preference
issue

w
ent

largely
tow

ard
the

C
om

pany’s
investm

ent
in

R
ichm

ond
T

ank
C

ar
C

om
pany

and
the

reduction
of

debt.

K
oppers

m
anagem

ent
em

ploys
a

num
ber

of
perform

ance
criteria

to
m

easure
the

C
o

m
pany’s

liquidity.
T

hese
include

trends
in

cash-
flow

generation,
w

orking
capital

used
and

the

C
om

pany’s
debt/equity

position
and

b
o

rro
w

ing
capacity.

C
ash

F
low

C
ash

flow
serv

es
as

a
m

easu
re

of
the

strength
underlying

the
C

om
pany’s

liquidity.

K
oppers

cash
flow

h
as

in
creased

over
the

past
10

years
at

an
average

rate
of

m
ore

than

11%
per

year,
co

m
p

o
u

n
d

ed
.

T
his

trend

reached
a

plateau
and

declined
slightly

in
the

past
three

years
b
ecau

se
of

the
decline

in
the

C
om

pany’s
net

incom
e

due
to

w
eakening

business
conditions

in
m

ajor
end

m
arkets.

D
epreciation

has
been

the
m

ost
consistent

grow
th

portion
of

cash
flow

;
it w

ill
continue

to

rise
so

long
as

K
oppers

m
aintains

a
high

level

of
capital

spending.
K

oppers
depreciation

is

expected
to

increase
m

oderately
in

1982.

F
u

n
d

s
G

en
erated

by
K

o
p

p
ers

C
ash

Flow
($

M
illions)
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100

of
O

ther
incom

e
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business
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the
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years.
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p
e
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S
elected

F
inancial

D
ata

($
m

illio
n
s,ex

cep
tp

ersh
ared

ata)
1981

1980*
1979*

1978*
1977

O
p
e
ra

tin
g

resu
lts:

N
et

sales
$2,018.6

$1,929.2
$1,828.3

$1,581.9
$1,355.7

Incom
e

from
operations

$
51.6

$
54.0

$
84.9

$
76.0

$
66.4

Incom
e

from
operations

—
per

com
m

on
share

$
1.58

$
1.98

$
3.21

$
3.01

$
2.64

A
t

y
ear

en
d
:

T
otal

assets
$1,328.2

$1,389.5
$1,140.7

$1,036.1
$

870.3

L
ong-term

debt
$

288.9
$

308.7
$

224.2
$

233.6
$

152.0

R
ed

eem
ab

le
convertible

preference
stock

$
75.0

$
75.0

—
—

—

T
otal

long-term
debt

and
red

eem
ab

le
preference

stock
$

363.9
$

383.7
$

224.2
$

233.6
$

152.0

C
a
sh

dividends
declared

per
com

m
on

share
$

1.40
$

1.40
$

1.25
$

1.125
$

.95

2015105U

($
M

illions)
“

1981
1980*

1979*

F
u

n
d

s
from

O
p

eratio
n
s:

N
et

incom
e

to
com

m
on

stock
$

43.8
$

53.4
$

84.2

‘D
epreciation

83.6
78.9

63.6

D
eferred

taxes
3.5

2.3
(6.3)

O
ther

1.2
—

—

Total
cash

flow
$132.1

$134.6
$141.5

Plant
dispositions

and
decline

in
value

of
investm

ent
7.1

—
—

E
quity

in
earnings

of
affiliates,

less
dividends

received
4.6

(.8)
(.5)

Total
funds

from
operations

$143.8
$133.8

$141.0

O
th

er
so

u
rces

of
fu

n
d

s:
S

ale
of

fixed
assets

$
38.3

$
10.9

$
15.2

T
erm

debt
and

capital
lease

obligations
1.6

134.6
29

6

C
om

m
on

stock
issued

5.8
26.4

32.2

P
reference

stock
issued

—
72.6

—

Total
$189.5

$378.3
$218.0

K
o
p
p
ers

U
se

of
F

u
n
d

s

($
M

illions)
1981

1980
1979

C
apital

expenditures
$147.3

$216.9
$177.1

Investm
ent

in
R

ichm
ond

T
ank

C
ar

C
om

pany
34.8

14.0
—

T
otal

capital
in

v
estm

en
ts

$182.1
$230.9

$177.1

C
om

m
on

dividends
p
a
id

”
38.8

37.8
32.6

T
erm

debt
and

capital
leases

retired
21.3

50.1
39.0

O
ther

1.9
2.6

1.0

Total
$244.1

$321.4
$249.7

R
estated

to
reflectcom

pliance
w

ith
Statem

ent
of

Financial
A

ccounting
S

tandards
N

o
43.

A
ccounting

for

C
om

pensated
A

bsences,
and

reclassified
to

conform
w

ith
1981

classifications

• D
ividends

paid
on

preference
and

preferred
shares

are
not

show
n

here
as

a
use

of
funds;

they

are
already

accounted
for

in
net

incom
e

to
com

m
on

stock.
*

R
estated

to
reflect

com
pliance

w
ith

Statem
ent

of
Pinancial

A
ccounting

S
tandards
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M
an

ag
em

en
ts

D
iscussion

and
A

nalysis

W
o

rk
in

g
C

ap
ital

K
o

p
p

ers
has

m
aintained

its
w

orking
capital

w
ith

in
a

narrow
range

over
the

past
three

y
e
a
rs.

T
his

has
resulted

from
m

anagem
ent’s

effo
rts

to
reduce

inventories
to

levels
ap

p
ro

p
ria

te
to

w
eakening

business
conditions.

F
u
r

th
er,

m
anagem

ent
has

m
aintained

close
atten

tio
n

to
acco

u
n
ts

receivable
so

that,
in

a

d
eclin

in
g

b
u
sin

ess
and

financial
environm

ent,

p
ay

m
en

ts
due

from
custom

ers
w

ould
not

tie

u
p

C
om

pany
funds

excessively.
T

he
large

in
c
re

a
se

in
1980

w
orking

capital
w

as
a

tem
p
o

ra
ry

condition
that

resulted
w

hen
$53

m
illion

fro
m

the
issu

an
ce

of
convertible

preference

sto
c
k

in
D

ecem
ber

of
1980

w
as

held
in

cash

a
t

y
ear

end.
T

hese
funds

w
ere

intended
for

u
s
e

in
com

pleting
the

purchase
of

stock
in

R
ich

m
o
n
d

T
ank

C
ar

C
om

pany
and

for
the

red
u
ctio

n
of

corporate
debt.

E
xcluding

these

fu
n

d
s

tem
porarily

held
in

cash,
w

orking
cap

i

ta
l

at
the

close
of

1980
w

ould
have

been
$272

m
illion.

($
M

illions)
1981

1980
1979

W
o

rk
in

g
C

apital
$270.7

$325.0
$265.3

W
orking

capital
is

the
surplus

of
current

a
sse

ts
over

current
liabilities

and
indicates

the

a
m

o
u
n
t

of
financial

flexibility
a

com
pany

has

to
m

eet
day-to-day

business
obligations,

to

w
ith

stan
d

adversity,
to

pay
dividends

and
to

b
u

ild
plants.

S
h
areh

o
ld

ers
should

be
cognizant

of
the

w
a
y

in
w

hich
the

level
of

w
orking

capital
has

b
e
e
n

affected
by

the
C

om
pany’s

use,
starting

in
1974,

of
the

last-in,
first-out

(LIFO
)

m
ethod

o
f

inventory
accounting.

L
IFO

accounting
recognizes

the
current

c
o

sts
of

labor
and

m
aterials

in
the

cost
of

sa
le

s
(on

the
incom

e
statem

ent),
and

thereby

p
rev

en
ts

the
overstatem

ent
of

earnings
and

th
e

overpaym
ent

of
incom

e
taxes

that
w

ould

re
su

lt
from

the
use

of
first-in,

first-out
(FIFO

)

acco
u
n
tin

g
during

inflationary
tim

es.
T

he
e
ffe

c
t

of
this,

how
ever,

is
an

understatem
ent

o
f

th
e

C
om

pany’s
current

assets,
specifically

its
value

of
inventories

(on
the

balance
sh

e
e
t).

T
his,

therefore,
leads

to
u
n
d
erstate

m
e
n

t
of

the
level

of
day-to-day

business
the

C
o
m

p
an

y
’s

w
orking

capital
can

realistically
su

p
p

o
rt.

($
M

illions)
1981

1980
1979

Inventories:
FIFO

$340.6
$349.6

$305.0
LIFO

213.8
240.3

211.9

E
xcess

of
FIFO

cost
over

LIFO
$126.8

$109.3
$

93.1

C
om

parison
of

the
C

om
pany’s

inventories

for
the

past
three

years,
using

both
the

LIED
and

FIFO
m

ethods
of

accounting,
illustrates

the
grow

ing
disparity

betw
een

the
current

value
of

the
C

om
pany’s

inventories
(FlE

D
value)

and
the

value
of

inventories
carried

on

the
C

om
pany’s

balance
sheet

(LIED
value).

T
his

disparity
has

grow
n

w
ider

every
year

since
the

adoption
of

the
LIFO

m
ethod

in
1974.

T
he

fact
is

that
the

FIFO
value

of
inventories

m
ore

closely
approxim

ates
the

purchasing
pow

er
that

the
C

om
pany

actually
has

to
m

eet
short-term

business
obligations.

T
he

follow
ing

presents
w

hat
the

C
om

pany’s
w

orking
capital

w
ould

be
if FIFO

inventory
values,

rather
than

LIFD
,

w
ere

included
in

current
assets

and
if

the
additional

tax
liability

w
ould

be
reflected

in
current

liabilities.
C

ontinued
use

of
FIFO

accounting
after

1974
w

ould
have

su
b
stan

tially
increased

the
C

om
pany’s

tax
liabilities

and
w

ould
have

required
greater

use
of

long
term

funding
to

m
aintain

the
current

level
of

w
o
rk

in
g

cap
ital.

($
M

illions)
1981

1980
1979

W
orking

capital
including

FIFO
inventory

value
$391.0

$432.0
$354.8

In
the

past,
a

w
idely

accep
ted

rule
of

thum
b

w
ithin

the
business

and
financial

com
m

unity

stated
that

a
prudently

run
corporation

should

m
aintain

a
ratio

of
current

assets
to

current

liabilities
of

approxim
ately

2-to-i,
or

better,
For

the
reaso

n
s

just
discussed,

this
is

no
longer

generally
applicable

to
com

panies
that

have

been
on

LIED
accounting

for
a

num
ber

of

years,
and

itshould
be

recognized
that

they
can

have
a

strong
liquidity

position
w

ith
a

c
u
r

rent
ratio

of
less

than
2-to-i.

T
he

follow
ing

com
parison

of
the

C
om

pany’s
current

ratio
using

both
types

of
inventory

valuation
illus

trates
this

point.

C
urrent

ratio
1981

1980
1979

Inventory
value:

FIFO
2
.4

0
-to

-i
2
.3

4
-to

-i
2

30-to-i

L
IE

D
1
.9

9
-to

-i
2,02-to-i

1.98-to-i

K
oppers

ability
to

m
eet

its
short-term

o
b

li
gations

rem
ains

excellent.

B
o
rro

w
ed

F
u
n
d
s

D
uring

the
course

of
any

year,
K

oppers
u
ses

com
m

ercial
paper

and
revolving

bank
credit

to
cover

peak
w

orking
capital

requirem
ents.

A
s

show
n

in
the

chart
on

the
opposing

page,
com

m
ercial

paper
bearing

a
17.3%

average
annual

interest
rate

w
as

used
at

various
tim

es
in

1981,
w

ith
the

m
axim

um
outstanding

during
the

year
at

$43
m

illion.
N

one
w

as
outstanding

at
year

end.
T

he
use

of
com

m
ercial

paper
w

as
significantly

low
er

than
in

1980
as

the
result

of
an

increase
in

cash
generated

from
operations,

prim
arily

from
a

reduction
in

w
orking

capital.
In

the
period

1979-1981,
K

oppers
increased

net
term

borrow
ings

by
$55.3

m
illion.

In
1979,

K
oppers

obtained
$15

m
illion

from
the

issu
ance

of
industrial

developm
ent

bonds.
D

uring

1980,
K

oppers
received

$100
m

illion
from

the
issuance

of
11.25%

prom
issory

notes
and

a
10%

$9.8
m

illion
term

loan.
D

yer
the

three-year
period,

the
C

om
pany

issued
2.8

m
illion

com
m

on
shares,

prim
arily

in
connection

w
ith

acquisitions,
boosting

the
num

ber
of

sh
ares

outstanding
by

11%
.

T
he

issuance
of

750,000
sh

ares
of

convertible
preference

stock
on

D
ecem

ber
23,

1980
p
ro

vided
net

proceeds
of

$72.6
m

illion
to

the
C

om
pany.

D
uring

1980,
$20

m
illion

w
as

used

to
repay

indebtedness.
D

uring
1981,

the
C

o
m

pany
reduced

term
debt

and
capital

lease
obligations

by
$19.7

m
illion

and
short-term

debt
by

$19.2
m

illion.

F
in

an
cial

S
tru

ctu
re

A
lthough

additional
financings

in
the

past
three

years
have

increased
the

C
om

pany’s
debt

level,
the

debt
portion

of
K

oppers
total

capitalization
has

rem
ained

near
30%

,
w

ell
w

ithin
K

oppers
self-im

posed
lim

itof
35%

.
T

he
C

om
pany’s

debt
level

averaged
30%

over
the

past
10

years.

A
t the

close
of

i9
8
1

,th
e

C
om

pany
w

as
in

a
highly

flexible
p
o
sitio

n
to

fund
future

grow
th.

M
oreover,

m
anagem

ent
continually

review
s

the
various

b
u
sin

esses
in

w
hich

the
C

om
pany

has
invested

to
determ

ine
w

hether
any

assets
should

be
redeployed.

S
everal

current
d
is

cussions
could

lead
to

the
sale

of
assets

d
u

r
ing

1982.
In

addition,
the

C
om

pany
has

an
expanded

bank
credit

agreem
ent

that
p
ro

vides
for

revolving
credit

loans
of

up
to

$200
m

illion
until

S
eptem

ber
30,

1986.
T

he
ag

ree
m

ent
w

as
unused

at
the

close
of

1981.
U

nless
m

arket
conditions

show
significant

im
provem

ent
during

the
year,

K
oppers

w
ill

m
aintain

capital
expenditures

in
1982

at
a

rel
atively

low
level

of
just

over
$100

m
illion.

K
oppers

expects
to

be
able

to
finance

those
expenditures,

along
w

ith
any

increase
in

w
orking

capital
required,

through
internally

generated
funds

and
the

use
of

current
credit

arrangem
ents.

T
he

C
om

pany
is

continually
looking

ahead
to

possible
investm

ent
o
p
p

o
r

tunities
and,

therefore,
is

constantly
ex

am
in

ing
the

options
available

for
future

financing.
To

m
aintain

liquidity
and

the
flexibility

desired
in

K
oppers

financial
structure,

m
anagem

ent
could

elect
to

secu
re

external
financing

d
u

r
ing

the
com

ing
year,

or
beyond.

T
here

are,
how

ever,
no

im
m

ediate
plans

for
doing

so.

D
ebt

U
sed

to
S

upport
O

perations*

(S
M

illions)
$400

K
o

p
p

ers
T

o
tal

C
ap

italizatio
n

D
ecem

ber
31,

1981
1980*

1979*

%
o

f
%

of
%

of

S
M

illions
T

otal
$

M
illions

T
otal

$
M

illions
T

otal

T
otal

D
ebt

11.25%
P

rom
issory

notes
$

100.0
9.7%

$
100.0

9.6%
$

—
—

%

8.95%
N

ote
60.0

5.8
60.0

5.8
60.0

7.2

Industrial
developm

ent
bonds

40.0
3.9

40.0
3.9

40.0
4.8

6%
N

otes
32.0

3.1
35.0

3.4
38.0

4.5

Pollution
control

loans
25.4

2.5
26.0

2.5
26.0

3.1

8%
N

otes
2.2

.2
4.4

.4
6.6

.7

5.8%
N

otes
2.6

.3
3.3

.3
4.0

.5

C
apital

lease
obligations

10.8
1.0

12.5
1.2

12.6
1.5

D
ther

16.0
1.5

17.6
1.7

1
2

6
1.5

T
erm

loans
payable

to
banks

—
—

9.8
.9

24.4
2.9

R
evolving

credit
loans

—
—

—
—

—
—

D
ebt

due
w

ithin
one

year
22.2

2.2
21.9

2.1
17.4

2.1

T
otal

$
311.2

30.2%
$

330.5
31.8%

$241.6
28.8%

E
quityC

om
m

on
$

629.1
61.1%

$
619.5

59.6%
$582.2

69.4%

P
reterence**

75.0
7.3

75.0
7.2

—
—

Preferred
15.0

1.4
15.0

1.4
15.0

1.8

Total
$

719.1
69.8%

$
709.5

68
2%

$597.2
71.2%

T
otal

C
apitalization

$1,030.3
100.0%

$1,040.0
100.0%

$838.8
100.0%

*R
estated

to
reflect

com
pliance

w
ith

Financial
A

ccounting
S

tandards
N

o.
43,

A
ccounting

for

C
om

pensated
A

bsences.
**SE

C
regulations

require
that

capitalzation
raIns

also
be

show
n

w
ith

redeem
able

preference
stO

ck

included
in

debt.
O

n
this

basis,
1981

debt
w

ould
be

37.5%
of

total
capitalization,

w
ith

equity

being
62.5%

.

t
S

hort
T

erm
D

ebt
350

•
C

om
m

ercial
Paper

R
R

evolving
C

redit
•

B
ank

Term
Loans

•
Pollution

C
ontrol

L
oans

•
L

ong-T
erm

D
ebt

*D
oes

not
include

obligations
under

certain
leases.
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M
an

ag
em

en
ts

D
iscussion

and
A

nalysis

C
h
ief

F
in

an
cial

O
fficer’s

L
e
tte

r

C
a
p
ita

l
E

x
p
e
n
d
itu

re
s

K
o

p
p

ers
total

capital
expenditures

in
1981

w
e
re

consciously
reduced

by
m

anagem
ent

b
e
c
a
u

se
of

continued
w

eak
n
ess

in
the

C
o
m

p
an

y
’s

m
ajor

end
m

arkets.
Investm

ents
did

co
n
tin

u
e

on
several

projects
asso

ciated
w

ith

n
e
w

or
rapidly

grow
ing

products.
C

apital
investm

ents
in

the
tw

o
years

prior
to

1981
w

ere
at

the
highest

levels
in

the
C

o
m

p
an

y
’s

history.
T

he
low

er
1981

level
w

ill
have

n
o

m
eaningful

im
pact

on
the

C
om

pany’s
p
ro

g
ra

m
to

im
prove

plant
operating

efficiencies.

K
o

p
p

ers
has

am
ple

capacity
in

virtually
all

p
ro

d
u
ct

lines
to

supply
custom

er
needs

for

th
e

fo
reseeab

le
future.

T
he

capital
investm

ent
figures

that
are

rep
o
rted

include
the

C
om

pany’s
investm

ent
in

th
e

com
m

on
stock

of
R

ichm
ond

T
ank

C
ar

C
o

m
p

an
y

.
T

he
follow

ing
table

sep
arates

that

in
v
estm

en
t

from
total

capital
expenditures

in

o
rd

e
r

to
illustrate

better
the

three-year
trend

in

cap
ital

expenditures
for

property,
plant

and
eq

u
ip

m
en

t.

T
o
ta

l
C

ap
ital

E
x

p
en

d
itu

res

($
m

illions)
1981

1980
1979

E
x
p
en

d
itu

res
$147.3

$216.9
$177.1

In
v

estm
en

t
in

R
ichm

ond
T

ank
C

ar
C

om
pany

34.8
14.0

—

$182.1
$230.9

$177.1

In
v

estm
en

t
of

these
expenditures

by
o
p
erat

in
g

group
is

show
n

in
T

able
6

on
page

33.
A

s

C
ap

ital
E

xpenditures
($

M
illions)

$250

show
n

in
(SE

C
S

chedule
V

)
on

page
34,

a
m

ajor
portion

of
each

year’s
expenditures

w
as

devoted
to

increases
in

K
oppers

p
ro

p
erty,

plant
and

equipm
ent.

T
he

great
m

ajority

w
as

used
to

purchase
m

achinery
and

eq
u

ip
m

ent
in

order
to

m
odernize,

to
increase

p
ro

duction
capacity,

or
to

im
prove

efficiency
at

C
om

pany
facilities.

D
uring

the
three-year

period,
the

C
om

pany’s
expenditures

to
elim

i
nate

or
bring

pollution
to

satisfactory
levels

ranged
from

4.5%
to

10%
of

the
total

spent
for

capital
investm

ents.
M

ajor
expenditures

or
acquisitions

co
m

pleted
in

each
of

the
past

three
years

are

sum
m

arized
below

.
1981—

R
oad

M
aterials

acquired
three

co
m

p
a

nies
in

Florida
and

C
olorado-W

yom
ing

that

produce
ag

g
reg

ates
and

bitum
inous

and

ready-m
ix

concrete
and

that
supply

civil
co

n
struction

services.
T

he
group

also
increased

ag
g
reg

ate
reserves

in
D

enver
and

com
pleted

several
expansion

and
m

odernization
p
ro

gram
s

at
various

crushing
plants.

A
project

w
as

under
w

ay
in

O
rganic

M
ate

rials
to

m
odernize

an
im

portant
tar

processing

plant,
and

construction
w

as
started

on
tw

o
facilities

that
w

ill
produce

the
C

om
pany’s

new
phenolic

foam
insulation

board.
F

orest
P

ro
d

ucts
started

up
a

plant
about

m
id-1981

that

im
proved

its
raw

m
aterial

position
in

its
w

ood-

treating
chem

ical
operations.

T
he

group
also

w
as

active
on

several
projects

to
use

w
ood

w
astes

as
fuel

and
reduce

plant
energy

costs.

In
E

ngineered
M

etal
P

roducts,
tw

o
projects

m
odernized

and
expanded

the
C

om
pany’s

B
altim

ore
piston

ring
and

shaft
seal

facilities.

In
addition,

construction
w

as
started

on
a

com
pletely

new
plant

in
G

eorgia
that

w
ill

fu
r

ther
increase

K
oppers

capacity
to

produce

high-speed
diesel

piston
rings.

A
foundry

expansion
in

the
group’s

m
aterials

p
ro

cess

ing
and

handling
operations

also
w

as
co

m

pleted
during

the
year.

A
sm

all
addition

w
as

m
ade

to
the

C
o
m

pany’s
coal

properties,
a

m
odest

investm
ent

in
a

com
pany

associated
w

ith
genetic

en
g

i

neering
research

w
as

com
pleted,

and
K

oppers
purchased

additional
stock

in
R

ich

m
ond

T
ank

C
ar

C
om

pany
early

in
the

year,
increasing

its
ow

nership
of

that
com

pany
to

23%
.

1980—
R

oad
M

aterials
acquired

com
panies

in

N
orth

C
arolina

and
C

olorado
that

produce
ag

g
reg

ates
and

supply
civil

construction
se

r
vices,

and
tw

o
com

panies
in

V
irginia

sp
ecial

izing
in

highw
ay

and
bridge

construction.
T

he
group

also
increased

sand
and

gravel
reserv

es
in

L
os

A
ngeles

and
com

pleted
se

v
eral

expansion
and

m
odernization

program
s

at
crushing

plants.

E
xpenditures

to
m

odernize
several

ch
em

i
cal

and
tar

processing
facilities

w
ere

carried
out

in
O

rganic
M

aterials.
F

orest
P

roducts
had

w
ork

under
w

ay
on

a
plant

to
produce

treating
chem

icals
and

on
projects

that
w

ill
reduce

plant
energy

costs
by

burning
w

ood
w

astes.
A

dditions
w

ere
m

ade
to

the
C

om
pany’s

C
anadian

lum
ber

facilities

and
its

coal
reserves,

and
an

investm
ent

in
a

genetic
engineering

research
com

pany
w

as
increased.

K
oppers

established
an

initial
investm

ent
in

R
ichm

ond
T

ank
C

ar
C

om
pany.

1979—
O

rganic
M

aterials
com

pleted
tw

o
coke

batteries
that

added
40%

to
foundry

coke
capacity,

and
expanded

resorcinol
capacity

by
25%

,
polyester

resin
capacity

by
25%

and
K

M
M

cold-applied
roofing

m
aterials

capacity
by

100%
.

R
oad

M
aterials

purchased
a

leading
su

p
plier

of
ag

g
reg

ates
as

w
ell

as
steel

concrete-
reinforcing

products
in

S
outh-eastern

states
and

m
oved

into
O

klahom
a

w
ith

the
purchase

of
a

T
ulsa

supplier
of

aggregates,
bitum

inous
and

ready-m
ix

concrete,
and

construction
services.

F
orest

P
roducts

investm
ents

w
ere

directed
tow

ard
m

odernizing
and

im
proving

efficien
cies

at
the

C
om

pany’s
treating

plants.
E

ngineered
M

etal
P

roducts
com

pleted
a

new
forge

shop
to

serve
pow

er
transm

ission
couplings

operations
and

acquired
a

foundry

to
provide

gray
iron

castings
used

in
several

product
lines.

E
ffects

of
Inflation

A
discussion

of
the

effects
on

the
business

of
changing

prices
and

inflation,
begins

on
the

follow
ing

page.

R
eturns

on
A

verage
C

om
m

on
S

hareholders’
E

quity
and

on
A

verage
T

otal
Investm

ent
20%420

72
73

74
75

76
77

78
79

80
81

T
o

O
u
r

S
h
a
re

h
o
ld

e
rs:

M
ost

of
K

oppers
m

ajor
end

m
arkets

suffered
throughout

1981
from

w
eak

dem
and,

w
hich

declined
even

further
as

the
year

w
ent

on.
U

pw
ard

p
ressu

res
on

raw
m

aterials
and

other
operating

costs
w

ere
unrem

itting,
and

at
tim

es
intense.

In
spite

of
significant

deterioration
in

an
already

poor
business

environm
ent,

K
oppers

perform
ance

at
the

operating
level

did
not

fall
from

1980.
T

his
can

be
seen

in
the

relationship
of

the
C

om
pany’s

sales
to

cost
of

sales,
d
iscu

ssed
on

p
ag

es
13-14.

Itindicates
that

m
anagem

ent’s
efforts

to
reduce

o
p

erat
ing

and
overhead

costs,
and

to
increase

sales
in

spite
of

w
eak

dem
and,

w
ere

beginning
to

pay
off.

K
oppers

m
anagem

ent
w

orked
to

acco
m

plish
this

in
several

w
ays.

M
an

ag
em

en
t

A
ctio

n
s

First,
w

e
adjusted

plant
operations

in
a

num
ber

of
b
u
sin

esses
to

increase
operating

efficiencies;
in

other
product

lines,
w

e
stepped

up
capacity

utilization
through

higher
unit

sales.
S

econd,
w

e
capitalized

on
the

fact
that,

for
m

ost
im

portant
b
u
sin

esses,
the

C
om

pany
enjoys

leadership
in

m
ajor

end
m

arket
se

g
m

ents.
W

e
used

that
position

m
ore

ag
g
res

sively
in

1981
to

m
aintain

or
increase

our
m

ar

ket
shares.

E
ven

in
som

e
cases

w
here

unit
sales

fell,
it w

as
our

com
petition

that
bore

the
brunt

of
the

drop.
T

hird,
w

e
discontinued

five
product

lines
in

1981.
T

his
resulted

in
a

charge
against

K
oppers

earnings
of

$.26
per

share
and

nulli
fied

the
$.24

per
share

capital
gain

realized
on

the
sale

of
the

C
om

pany’s
C

anadian
lum

ber
operations.

H
ow

ever,
the

discontinued
o

p
era

tions
w

ill
shed

$34
m

illion
in

sales
that,

in
1981,

produced
$6

m
illion

in
operating

losses.
W

ork-force
reductions

w
ere

another
tool

used
to

low
er

1981
operating

costs.
T

he
total

num
ber

of
C

om
pany

em
ployees

at
the

close
of

1980
w

as
cut

by
11%

during
1981.

K
oppers

m
odest

im
provem

ent
at

the
o

p
er

ating
level

w
as

not
carried

through
to

earn
ings

per
share.

Four
factors

accounted
for

m
ore

than
half

of
the

$40
per

share
earnings

decline.
T

he
unusual

item
s

m
entioned

above
reduced

earnings
by

$05
per

share
in

1981,
versus

a
$

15
per

share
reduction

in
1980.

T
his

pushed
the

decline
for

the
year

to
$50

per
share.

T
he

C
om

pany’s
ex

p
en

ses
to

develop
sy

n
thetic

fuel
projects

low
ered

earnings
by

$15

per
share

in
1981,

com
pared

w
ith

$02
per

share
in

1980.
R

eductions
in

K
oppers

incom
e

tax
credits

due
to

low
er

capital
investm

ent
and

export
sales

cut
the

total
1981

tax
credits

to
$.28

per
share,

from
$49

per
share

in
the

prior
year.

T
he

net
effect

of
th

ese
nonrecurring

factors
w

as
responsible

for
$.24

of
the

$40
earnings

per
share

difference
from

year
to

year.
P

ay
m

ent
of

the
convertible

preference
dividend

accounted
for

the
balance.

S
om

e
of

the
m

ajor
steps

taken
to

reduce
costs

are
sum

m
arized

here.

O
p
eratio

n
s

S
tren

g
th

en
ed

In
O

rganic
M

aterials,
coke

operations
advanced

from
a

serious
loss

position
to

approach
the

break-even
point.

W
e

reduced
a

large
coke

inventory,
raised

capacity
utiliza

tion
significantly

and
greatly

expanded
our

custom
er

base.
U

nit
sales

of
coke

doubled.
A

ggressive
m

arketing
tactics

produced
higher

incom
e

in
such

other
O

rganic
M

aterials
businesses

as
foundry

resins,
protective

coatings,
polyester

resins,
and

other
specialty

resins
and

adhesives.
A

ctions
that

penalized
the

earnings
of

our
chem

ical
business

in
1981

w
ill

low
er

costs
in

future
years.

P
lans

to
consolidate

operations
further

are
designed

to
increase

the
use

of
internally

produced
raw

m
aterials

in
our

p
ro

c
essing

operations
and

should
lead

to
ad

d
i

tional
reductions

in
operating

costs.
W

e
introduced

a
new

roof
insulation

board
that

has
therm

al
qualities

superior
to

those
of

com
petitive

products
in

its
price

range.
Initial

m
arket

accep
tan

ce
has

been
excellent,

and
this

is
expected

to
becom

e
a

high-volum
e

product
in

a
few

years.
N

um
erous

R
oad

M
aterials

operations
sustained

a
high

level
of

incom
e

in
1981

after
m

aking
adjustm

ents
for

low
er

dem
and.

A
n

acquisition
near

the
close

of
the

year
m

oved
K

oppers
into

the
active

R
ocky

M
ountain

O
verthrust

B
elt

in
C

olorado-W
yom

ing.
Innovations

that
cut

fuel
costs

and
raised

plant
productivity

contributed
to

higher
incom

e
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C
hief

F
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O
fficer’s

L
etter
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S
o
m

e
C

o
n

clu
sio

n
s

C
o
n
cern

in
g

th
e

E
ffect

o
f

In
flatio

n
o

n
K

o
p

p
ers

T
h
e

C
om

pany’s
results

of
operations,

as

ad
ju

sted
for

general
inflation,

illustrate
som

e

o
f

the
m

ore
obvious

effects
of

the
declining

p
u
rch

asin
g

pow
er

of
the

doH
ar.

Profits
have

b
e
e
n

seriously
eroded

by
inflation,

w
hile

in
co

m
e

taxes
as

a
p
ercen

tag
e

of
pretax

e
a
rn

in
g
s

have
risen

considerably.
B

ecause
the

effects
of

inflation
are

not
deductible

for
in

co
m

e
tax

p
u
rp

o
ses

and
a

larger
portion

of

th
e

C
om

pany’s
earnings

is
a

return
of

capital,

in
co

m
e

taxes
are,

in
effect,

confiscating
cap

i

tal.
C

onsequently,
the

m
aintenance

of
capital

and
the

potential
for

grow
th

continue
to

be
adversely

affected.
K

oppers
does

not
believe,

how
ever,

that
the

im
pact

of
inflation

on
the

C
om

pany’s
1981

perform
ance

and
financial

condition
w

as
as

severe
as

the
inflation-adjusted

incom
e

data,
taken

alone,
w

ould
indicate.

K
oppers

b
ases

its
operating

and
investm

ent
decisions

on
cash

flow
considerations.

C
om

bining
inflation-

adjusted
depreciation,

depletion
and

am
o

rti
zation

and
net

incom
e

w
ith

deferred
taxes

show
s

that
cash

flow
on

an
inflation-adjusted

basis
w

as
approxim

ately
20%

less
than

on
a

historical-cost
basis

in
1981.

A
purchasing

pow
er

gain
results

from
h
o
ld

ing
net

m
onetary

liabilities
(m

onetary
liabili

ties
in

ex
cess

of
m

onetary
assets)

b
ecau

se
inflation

perm
its

the
repaym

ent
of

borrow
ings

w
ith

dollars
p
o
ssessin

g
reduced

purchasing
pow

er.
In

1981,
K

oppers
experienced

a
net

gain
of

$21.4
m

illion
from

the
decline

in
g

e
n

eral
purchasing

pow
er

of
net

am
ounts

ow
ed.

T
his

represents
an

unrealized
gain.

T
h
ere

fore,
the

effect
of

inflation
upon

such
net

m
o

n
etary

liabilities
is

excluded
from

incom
e

of
continuing

operations,
w

hereas
the

effect
of

inflation
on

nonm
onetary

assets
is

recognized
over

the
holding

period
of

the
assets

and
is

accordingly
included

in
incom

e
from

co
n

tin
u

ing
operations.

A
tthe

close
of

1981,
the

C
om

pany’s
net

assets
adjusted

for
the

effects
of

general
infla

tion
on

inventory,
property,

plant
and

eq
u

ip
m

ent,
and

net
m

onetary
item

s
w

ere
$1,072.3

m
illion.

T
he

current
cost

of
net

assets
at

the
close

of
the

recent
year

w
as

approxim
ately

$1,094.4
m

illion.
In

each
case,

the
effect

of
inflation

increased
the

adjusted
value

of
the

C
om

pany’s
assets

by
nearly

50%
.

A
cco

rd
ingly,

the
value

of
shareholders’

equity
w

ould
be

increased
by

the
sam

e
m

argin.
T

able
A

indicates
that

adjusted
sales

w
ould

change
only

slightly,
since

actual
1981

sales
reflect

K
oppers

seaso
n
al

patterns,
and

only
b

ecau
se

the
rate

of
inflation

increased
at

a
faster

pace
during

the
first

nine
m

onths
of

1981
than

during
the

last
three

m
onths.

W
ithin

operating
ex

p
en

ses,
the

m
ajor

fa
c

tor,
cost

of
sales,

w
ould

norm
ally

show
only

a
slight

im
pact

from
inflation

b
ecau

se
the

LIFO
m

ethod
of

inventory
costing

used
by

K
oppers

recognizes
current

costs
of

em
ploym

ent
and

m
aterials

in
cost

of
sales.

H
ow

ever,
the

m
ore

substantial
increase

in
adjusted

cost
of

sales
in

1981
resulted

from
the

beneficial
effect

on
historical-cost

earnings
of

liquidating
LIFO

inventory
quantities

carried
at

low
er

costs
prevailing

in
prior

years,
as

com
pared

w
ith

the
cost

of
1981

purchases.
T

hese
benefits

could
not

be
recognized

under
either

the
current-cost

or
the

constant-dollar
approach.

T
his,

in
turn,

increased
inflation-adjusted

cu
r

rent
costs

of
sales

over
historical-cost

figures

by
$9.2

m
illion,

and
by

$11.4
m

illion
on

a
constant-dollar

basis.
For

assets
involved

in
the

consolidation
or

disposition
of

operations,
a

w
rite-dow

n
is

required
for

the
reduction

of
property,

plant

and
equipm

ent
from

its
constant-dollar

or

current-cost
am

ount
to

its
low

er
recoverable

am
ount.

T
his

results
principally

from
the

re
c

ognition
that

even
under

constant-dollar
or

current-cost
accounting,

assets
held

for
sale

should
be

show
n

at
net

realizable
value

as
recorded

on
the

books
of

the
C

om
pany

and
not

at
inflated

current-cost
or

constant-dollar
am

ounts.
R

ecognition
of

the
reduction

of
the

value
of

certain
assets

the
C

om
pany

is
c
o
n

sidering
for

disposition
in

1982
resulted

in
the

low
er

level
of

other
incom

e
under

constant-
dollar

and
current-cost

accounting.
T

he
five-year

com
parisons

show
n

in
T

able
B

sim
ilarly

show
restated

dollar
inform

ation
in

average
1981

dollar
values.

M
ineral

R
eserv

es
Inform

ation
on

K
oppers

m
ineral

reserves
is

on
p
ag

e
40.

A
.

W
illiam

C
apone

Senior
V

ice
Presidentand

C
hiefFinancialO

fficer

F
ebruary

22,
1982

T
a
b

le
A

C
o

n
so

lid
ated

S
tatem

en
t

of
In

co
m

e
F

rom
O

p
eratio

n
s

A
d
ju

sted
fo

r

C
h
a
n
g
in

g
P

rices

M
ethods

of
C

om
putation

T
he

adjusted
inform

ation
show

n
in

T
able

A
w

as
p

re
pared

by
converting

historical
am

ounts
into

dollars
w

ith
purchasing

pow
er

equivalent
to

that
of

average
1981

dollars
(the

constant-dollar
m

ethod)
or

adjusted
for

‘ch
an

g
es

in
specific

prices”
(the

current-cost
m

ethod).
In

1981,
tw

o
item

s
had

significanteffects
upon

both
the

constant-dollar
and

current-cost
financial

statem
ents

in
com

parison
w

ith
historical

cost
and

prior-year
statem

ents:
(1)

the
beneficial

effect
on

historical-cost
earnings

of
liquidating

LIFO
inventory

quantities
carried

at
low

er
costs

prevailing
in

prior
years,

as
com

pared
w

ith
the

cost
of

1981
purchases

could
not

be
recognized

under
either

the
constant-

dollar
or

current-cost
approach;

(2)
a

w
rite-dow

n
w

as
required

for
the

reduction
of

property,
plant

and
equipm

ent
from

its
current-cost

or
constant-dollar

am
ount

to
its

low
er

recoverable
am

ount.
U

nder
both

accounting
m

ethods,
assets

held
for

sale
should

be
show

n
at

net
realizable

value,
the

am
ount

of
cash,

or
its

equivalent,
expected

to
be

derived
from

the
anticipated

sale
of

the
asset.

C
onstant-D

ollar
M

ethod
W

e
used

the
C

onsum
er

Price
Index—

A
ll

U
rban

C
onsum

ers
(C

PI-U
)

to
m

easure
general

inflation
in

arriving
at

the
constant-dollar

restatem
ent.

C
urrent-C

ost
M

ethod
U

nder
the

current-cost
approach,

property,
plant

and
equipm

ent
(including

m
ineral

resources)
cu

r
rent

cost
w

as
estim

ated
by

using
various

indices
published

by
the

federal
governm

ent,
private

o
rg

a
nizations

and
internal

sources.
T

he
indexing

approach
m

ost
closely

reflects
reproduction

cost

and
does

not
necessarily

take
into

consideration
any

technological
changes

and
associated

cost
effi

ciencies
that

m
ay

be
experienced

w
hen

m
odern

assets
are

used
to

replace
existing

assets.
T

he
restatem

ent
of

historically
reported

depreciation,
depletion

and
am

ortization,
to

both
constant

dollar
and

current
cost,

w
as

based
on

the
above

restatem
ents

of
property,

plant
and

equipm
ent

using
the

sam
e

useful
lives

and
depreciation

m
eth

ods
as

used
in

the
prim

ary
financial

statem
ents.

Inventory
restatem

ent
on

a
current-cost

basis
involves

tw
o

types
of

adjustm
ents:

(1)
to

reflect
depreciation

allocated
to

inventories
at

current
cost,

and
(2)

a
tim

e-lag
adjustm

ent
to

reflect
in

creases
or

d
ecreases

in
other

cost
com

ponents
occurring

betw
een

the
tim

e
the

inventories
are

acquired
or

produced
and

average
costs

for
the

year
using

sp
e

cific
price

indices.
C

ost
of

sales
on

a
current-cost

basis
w

as
d
eter

m
ined

by
com

bining
the

cost
of

L
IFO

-based
in

v
en

tories
w

ith
F

IF
O

-based
inventories

C
ost

of
sales

under
the

LIFO
inventory

m
ethod

w
as

assum
ed

to
already

approxim
ate

the
current

cost
at

date
of

sale
and

thus
w

as
only

adjusted
into

average
dollars

for
the

year.
FIFO

inventories
w

ere
adjusted

to
reflect

standard
costs

in
effect

at
the

tim
e

sales
w

ere
m

ade
and

w
hen

end-of-year
inventory

w
as

produced.
O

ther
incom

e
and

certain
other

ex
p
en

ses
do

not
require

adjustm
ent,

as
they

are
considered

to
have

occurred
proportionately

over
the

year,
thus

already
reflecting

average
1981

dollars.
T

he
actual

provision
for

taxes
on

incom
e

is
not

adjusted
since

com
panies

are
not

perm
itted

to
recognize

any
general

inflation
effects

for
tax

purposes

D
ollars

of
C

u
rren

t
P

u
rch

asin
g

Pow
er*

A
s

R
ep

o
rted

in
A

d
ju

sted
A

d
ju

sted

1981
F

inancIal
for

G
en

eral
for

C
h
an

g
es

S
tatem

en
ts

Inflation
in

S
p

ecific
H

istorical
(C

o
n
stan

t
P

rices

F
o
r

th
e

Y
ear

E
n
d
ed

D
ecem

b
er

31,
1981

C
o

st)
D

ollars)
(C

u
rren

t
C

o
st)

($
T

housands,
except

per
share

figures)

N
et

sales
$2,018,562

$2,023,902
$2,023,902

O
p

eratin
g

expenses:
C

o
st

of
sales

1,597,556
1,625,317

1,619,248

D
epreciation,

depletion
and

am
ortization

83,564
136,174

133,044

T
axes,

other
than

incom
e

taxes
49,155

49,155
49,155

S
elling,

research,
general

and
adm

inistrative
ex

p
en

ses
189,358

189,358
189,358

1,919,633
2,000,004

1,990,805

O
p

eratin
g

profit
98,929

23,898
33,097

O
th

e
r

in
co

m
e

20,660
15,183

16,088

In
te

re
st

ex
p

en
se

34,061
34,061

34,061

In
co

m
e

before
incom

e
taxes

85,528
5,020

15,124

P
ro

v
isio

n
for

incom
e

taxes
33,886

.
33,886

33,886

In
co

m
e

(loss)
from

operations
$

51,642
$

(28,866)
$

(18,762)

D
iv

id
en

d
s

on:
R

ed
eem

ab
le

co
n
v
ertib

le
p
referen

ce
sto

ck
7,285

7,285
7,285

C
um

ulative
preferred

stock
600

600
600

N
e
t

incom
e

(loss)
applicable

to
com

m
on

stock
$

43,757
$

(36,751)
$

(26,647)

A
v

erag
e

num
ber

of
sh

ares
of

com
m

on
stock

o
u
tstan

d
in

g
d
u
rin

g
y

ear
(th

o
u
san

d
s)

27,667
27,667

27,667

E
a
rn

in
g
s

p
er

sh
are

of
co

m
m

o
n

sto
ck

$
1.58

$
(1.33)

$
(.96)

G
ain

from
decline

in
purchasing

p
o

w
er

of
n
et

am
o

u
n

ts
o
w

ed
$

21,365
$

21,365

In
c
re

a
se

in
cu

rren
t

co
st

of
in

v
en

to
ry

an
d

property,
plant

and
equipm

ent
held

during
the

y
ear”

$
150,803

E
ffect

of
in

crease
in

g
en

eral
p
rice

level
131,475

In
c
re

a
se

(d
e
c
re

a
se

)
in

sp
ecific

p
rices

o
v
er

in
crease

in
g

en
eral

p
rice

level
$

19,328

T
able

B
C

o
m

p
ariso

n
of

S
elected

S
u
p
p
lem

en
tary

F
inancial

D
ata

A
d

ju
sted

fo
r

E
ffects

of
C

h
an

g
in

g
P

rices

*
C

u
rren

tco
st

and
constant-dollar

am
ounts

are
expressed

in
average

1981
dollars.

C
hanges

are
m

easu
red

by
the

C
onsum

er
Price

Index.
*

*A
t

D
ecem

ber31
1981,

the
current

cost
of

inventories
w

as
$337,263,

and
the

current
cost

of
property,

plant
and

equipm
ent,

net
of

accum
ulated

depreciation,
w

as
$924,748.

A
s

R
ep

o
rted

in
1981

Financial
Y

ears
E

nded
D

ecem
ber31,

S
tatem

ents
(In

A
verage

1981
D

ollars)

($
T

housands,
except

per
share

figures)
(H

istorical
C

ost)
1981

1980
1979*

1978*
1977

N
et

S
ales

$2,018,562
$2,023,902

$2,124,956
$2,283,326

$2,197,585
$2,029,969

H
isto

rical-co
st

inform
ation:

A
d
ju

sted
fo

r
g

en
eral



2
2

K
o
p
p
e
rs

I
O

Y
e
a
r

F
in

a
n
c
ia

l
H

ig
h
lig

h
ts

a
n
d

O
p
e
ra

tin
g

S
ta

tistic
s

($
m

ilh
o
n
s,ex

cep
tp

ersh
ared

ata)
1981

1980*
1979*

1978*
1977

1976
1975

1974
1973

1972

S
ales

by
O

rganic
M

aterials
S

678.1
$

577.2
$

556.6
$

482.5
$

427.8
$

384.4
$

323.3
$285.8

$173.4
$139

6

B
u
sin

ess
G

roup
R

oad
M

ateraIs
$

541
9

$
531

7
454

1
$

304
1ç
j

s
174

1
$

134
7

$
11 1

8
$1

17
4

$
92

2
$

72
0

Forest
Products

S
379.8

$
380.9

$
368.8

$
313.7

$
296.3

$
261,2

$
244.7

$270.4
$193

7
$1674

E
ngineered

M
etal

P
r
o
d

$
342

5
$

358
1

$
328

2
285

6
$

267
5

$
240

3
$158

4
$1

19
5

f
1
0
5

7

E
ngineering

and
C

onstruction
S

58.6
$

64.6
$

113.8
$

192
0

$
189.8

$
138,8

$
153

8
$

80.5
$

62.2
$

627

M
iscellaneous

S
1
7
7

$
167

$
68

$
4
0

(
3

$
26

$
1

6
$

1
7

$
8
2
9

$
654

Total
corporate

sales
$2,018.6

$1,929.2
$1,828.3

$1,581.9
$1,355.7

$1,189.2
$1,075.5

$914.2
$723.9

$6128

C
o
rp

o
rate

O
perating

W
aQ

es,
salaries

and
pension

expense
S

449.6
$

428
4

$
427.0

$
359.1

$
304.1

$
276.0

$
248.5

$202
2

$189.6
$166.0

E
x
p
en

ses
$1

280
3

2
1

020
1
j

‘4E
’866

1
!
5
9
4

7
$3682

D
epreciation.

depletion
and

am
ortization

$
83.6

$
78.9

$
63

6
$

52
7

$
42

6
$

37
8

$
30.3

$
27

8
$

28
7

$
24.5

c
e
s

other than
incom

e
40

1
3

0
26

2
j

22
2
‘

S
19

7
$

16
5

$
14

$
126

T
otalcorporateoperating

expenses
$1,919.6

$1,831.9
$16949

$1,464.9
$1,239.7

$10824
$

973.6
$841.2

$666.0
$571.3

:p
e
b
n
g

p
ro

1
I_

.1
,,

$
7
.3

$
133.4

:
$

1 17.0
1 16.0

$
$

101
.9

$
73.0

S
4
1
:

O
ther

incom
e

S
20.7

$
7

6
$

14
5

$
24

9
$

9
2

$
15

1
$

10.8
$

15.8
$

3.3
$

1
7

O
perating

Incom
e

O
rganic

M
aterials

S
29.2

$
47.2

$
55.6

$
43.5

$
49

8
$

55.8
$

49.4
$

48.8
$

21
1

$
14.0

B
y

B
usiness

G
roup

R
oad

S
*
.*

s
57

2
$

55
0

$
36

2
$

21
0

i
12

0
$

14
0

$
12

9
-

‘
-

$
11

1

P
0
r
t
e

Forest
Products

S
42.9

$
21.3

$
31.9

$
26.2

$
25.8

$
18.6

$
25.4

$
17.6

$
20

7
$

134

$
(11)

$
114

$
p136

$
175

$
208

$
200

$
84

-
$

5
6

E
ngineerIng

and
C

onstruction
S

(7.5)
$

(.4)
$

10.5
$

18.2
$

20.1
$

13.0
$

7
7

$
2.8

$
(2,7)

$
(1.2)

S
6

9
:4

8
$

5
7

8
$

8
5

$
6

13
13
!

‘$
59

Total
operating

incom
e

$
142.1

$
129.0

$
170.1

$
159.8

$
138.0

$
133.8

$
123.1

$104
8

$
72.2

$
488

C
o
rp

o
ratein

co
m

e
C

orporateoverhead
includedinaboveex

nses
S

22.5
$

24.1
$

22.2
$

17.9
.

$
128

$
11.9

$
10.4

$
16.0

$
11.0

$
5.5

com
e

i
o

147
141

9i
1

1
2
5
Y

1
$

i
B

61
2

$432

Interestexpense
S

34.1
$

332
$

20.6
$

13.2
$

11
8

$
12.6

$
11.8

$
12.6

$
10

1
$

7.5

4
n
c
ô
m

E
!

$
177

$
42

$
527

47
4
1

$
$
2
8
4

216
12.6

N
et

Incom
e

$
51.6

$
540

$
84.9

$
76.0

$
66.4

$
67.5

$
60.3

$
478

$
29.5

$
23.1

Preference
pnd

preferred
d
t
v
l
d
e
n

$
7
9

6
$

6
i
L

$
6

‘
$

6
$
-

6
$

$
t
T

Z
$

6

Incom
e

to
com

m
on

shareholders
$

43.7
$

53
4

$
84

3
$

75.4
$

65.8
$

66.9
$

59
7

$
47.2

$
28.9

$
22.5

F
inancial

P
osition

C
urrent

assets
$

542.8
$

644.9
$

535.3
$

530.4
$

438.9
$

427.1
$

369.4
$339.1

$255.1
$236.0

A
t

D
ecem

ber
31,

C
urrent

3199
270

0
-
.

$
247

7
$

208
3

$
167

0
*

0
$

704
‘

W
orking

capital
$

270.7
$

325.0
$

265.3
$

282.7
$

230.7
$

259.3
$

218.8
$195.1

$148.0
$165.6

Property, plantand
equipm

ent—
net

...
$

667
0

8
457

7
1

$
3255

$
2
5
5

$226
3

$210
1

Total
assets

$1,328.2
$1,389.5

$1,140.7
$1,036.1

$
870.3

$
783.6

$
679.7

$647.9
$520.2

$4708

L
ong

term
debt and

capital
lease
o
b
l
i

2889
308

7
224

2
“

?
!
15j

$
1597

$1666
1
2

8
$1208

Total
debt—

%
of

total
capitalization

30%
32%

29%
32%

26%
28%

27%
35%

30%
33%

C
om

m
on

shareholders
e
q
L

j
$
Q

’
j

I
$

829
1

$
619

5
$

582
2

.
4983

$
4
5
4

$
‘
H

3
5

$
2
9
7

1
590

4
’

$238 4
$

D
ata

P
er

C
om

m
on

E
arnings

$
1.58

$
1,98

$
3.21

$
3.01

$
264

$
2.70

$
2.49

$
204

$
1.28

$
1

00

S
h
are

$
1.40

$
1,40

1.25
-.—

.Y
’

$
1.125

$
.95’

$
]

.
5
3
S

.45
$

.4
1
5

S
hareholders’equity

$
22.58

$
2241

$
2181

$
20.12

$
1821

$
1650

$
14.57

$
1281

$
11.39

$
10.58

O
th

er
S

tatistics
C

apital
expenditures

$
182.1

$
230,9

$
177.1

$
144.5

$
104.5

$
90.6

$
62.2

$
80.3

$
61.7

$
47

1

C
ash

flow
$

132
1

$
134

6
$

141
5

$
114

8
107

3
94

3
$

72
5

$
59

8
$

51
3

C
urrent

ratio
1.99-to-i

2.02-to-i
1

98-to-i
j

2.14-to-i
2.11-to-i

2.55-to-i
245-to-i

2.35-to-i
2.38-to-i

335-to-i

87%
77%

-
2
i
%

124%
134%

1
3
6
%

2
2
%

..
91%

-‘
75%

R
eturn

on
average

c
o
m

m
o
n
q
ii1

y
7.2%

9.0%
15.8%

16.2%
15.6%

176%
18.5%

171%
11,8%

99%

A
verage

com
m

on
shares

27,997
26,989

26,228
25,031

24,886
24,809

24,002
23,141

-
22,531

22,502

S
hareholdersatyearend

20,326
18,362

18,115
17,729

17,553
16,729

15,352
15,164

15639
15,755

A
verage

num
ber

ofe
m

p
l
o
y
-
.
.

4
20,113

21,029
22,087

20,858
18,168

17,880
17,549

15,763
15,921

15,456

*
R

estated
to

reflect
com

pliance
w

ith
S

tatem
ent

of
F

inancial
A

ccounting
S

tan
d

ard
s

N
o

43,
A

ccounting
for

C
o

m
p

en
sated

A
b
sen

ces,
and

reclassified
to

conform
w

ith
1981

classification
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In
d
e
x

to
F

in
a
n
c
ia

l
S

ta
te

m
e
n
ts

K
o
p
p
e
rs

C
om

pany,
Inc.

C
o

v
ered

by
R

ep
o
rt

of
C

ertified
P

ublic
A

cco
u

n
tan

ts

C
o
n
so

lid
a
te

d
S

ta
te

m
e
n
t

o
f

In
co

m
e

—
J

S
ta

te
m

e
n
t

o
f

A
c
c
o
u
n
tin

g
P

o
lic

ie
s

K
o

p
p

e
rs

C
om

pany,
Inc.

and
S

ubsidiaries

T
h
e

m
ajor

accounting
policies

of
the

C
o
m

p
an

y
are

set
forth

below
.

T
he

w
ord

“C
o

m
p

an
y

”
as

used
in

this
report

includes

co
n
so

lid
ated

entities
as

w
ell

as
K

oppers

C
o
m

p
an

y
,

Inc.

P
rin

c
ip

le
s

of
C

onsolidation—
T

he
co

n
so

li

d
a
te

d
statem

ents
include

the
accounts

of
the

C
o

m
p

an
y

and
all

of
its

subsidiaries.
All

in
terco

m
p
an

y
transactions

have
been

elim
in

ated
.

In
v

en
to

ries—
In

v
en

to
ries

are
valued

at
the

lo
w

e
r

of
cost

or
m

arket.
C

ost
for

ap
p
ro

x
i

m
a
te

ly
67%

of
inventories

for
both

1981
and

1
9
8
0

is
determ

ined
by

the
LIFO

(last-in,
first-

o
u
t)

m
ethod.

C
ost

for
the

rem
ainder

of
the

in
v
en

to
ries

rep
resen

ts
average

costs
or

sta
n

d
a
rd

costs,
w

hich
approxim

ate
actual

on
the

F
IF

O
(first-in,

first-out)
basis.

M
arket

is

rep
lacem

en
t

cost
for

raw
m

aterials
and

n
e
t

realizable
value

for
w

ork
in

p
ro

cess
and

fin
ish

ed
goods.

In
v
estm

en
ts—

C
o
m

p
an

ies
ow

ned
betw

een

2
0
%

and
50%

are
accounted

for
on

the

e
q
u
ity

m
ethod

except
for

certain
foreign

in
v
estm

en
ts

accounted
for

at
cost

b
ecau

se

o
f

repatriation
regulations.

F
ixed

A
ssets—

B
uildings,

m
achinery

and
equipm

ent
are

depreciated
on

the
straight-

line
m

ethod
over

their
useful

lives.
A

ll
o

rd
i

nary
m

aintenance
and

repair
ex

p
en

ses
are

charged
to

operations.
T

im
ber

and
m

ineral
properties

are
depleted

on
the

basis
of

units
produced.

W
hen

land,
standing

tim
ber

or
property

units
are

sold,
the

difference
betw

een
selling

price
and

cost,
after

recognition
of

accu
m

u
lated

depreciation
and

depletion,
is

reflected

as
O

ther
incom

e.

L
ong-T

erm
C

o
n
tracts—

S
ales

and
incom

e

on
long-term

construction
contracts

are

accounted
for

on
the

percentage-of-
com

pletion
basis;

losses
are

recognized
as

soon
as

they
are

determ
ined.

P
en

sio
n

P
lans—

T
he

C
om

pany
has

pension

plans
covering

substantially
all

em
ployees.

T
he

C
om

pany
provides

for
am

ortization
of

unfunded
prior

service
costs

over
periods

up

to
40

years
and

pays
provisions

for
pension

ex
p
en

se
into

trust
funds

annually.

Incom
e

T
axes—

B
enefits

from
investm

ent

tax
credit

are
reflected

currently
in

incom
e.

E
arn

in
g
s

P
er

S
hare—

E
arnings

per
share

have
been

com
puted

on
the

basis
of

the

average
num

ber
of

com
m

on
sh

ares
o

u
t

standing.
T

he
effect

on
earnings

resulting

from
the

assum
ed

conversion
of

preference

stock
is

antidilutive

R
e
p
o
rt

o
f

C
e
rtifie

d
P

u
b

lic
A

c
c
o
u
n
ta

n
ts

A
rthur

Y
oung

&
C

om
pany

C
ertified

Public
A

ccountants

T
he

B
oard

of
D

irectors
and

S
hareholders

K
oppers

C
om

pany,
Inc.:

W
e

have
exam

ined
the

consolidated
financial

statem
ents

of
K

oppers
C

om
pany,

Inc.
and

subsidiaries
listed

in
the

acco
m

p
a

nying
Index

to
Financial

S
tatem

ents.
O

ur
exam

inations
w

ere
m

ade
in

acco
rd

an
ce

w
ith

generally
accep

ted
auditing

stan
d
ard

s
and,

accordingly,
included

such
tests

of
the

accounting
records

and
such

other
auditing

procedures
as

w
e

considered
n

ecessary
in

the
circum

stances.
In

our
opinion,

the
financial

statem
ents

listed
in

the
accom

panying
Index

to
Financial

S
tatem

ents
present

fairly
the

consolidated
financial

position
of

K
oppers

C
om

pany,
Inc.

and
subsidiaries

at
D

ecem
ber

31,
1981

and
1980

and
the

consolidated
results

of
o

p
era

tions
and

changes
in

financial
position

for
each

of
the

three
years

in
the

period
ended

D
ecem

ber
31,

1981,
in

conform
ity

w
ith

g
e
n

erally
accep

ted
accounting

principles
applied

on
a

consistent
basis

during
the

period
after

restatem
ent

of
the

consolidated
financial

statem
ents

for
years

prior
to

1981
to

give
retroactive

effect
to

the
change,

w
ith

w
hich

w
e

concur,
in

the
m

ethod
of

accounting
for

co
m

p
en

sated
ab

sen
ces

as
described

in
N

ote
1

to
the

financial
statem

ents.

2400
K

oppers
B

uilding
P

ittsburgh,
P

ennsylvania
15219

January
22,

1982
f

Page

R
ep

o
rt

of
C

ertified
Public

A
ccountants

24

S
tatem

en
t

of
accounting

policies
24

C
o
n
so

lid
ated

statem
ent

of
incom

e
for

the
years

ended
D

ecem
b
er

31,
1981,

1980
and

1979
25

C
o
n
so

lid
ated

balance
sheet

at
D

ecem
ber

31,
1981

and
1980

26

F
o

r
the

years
ended

D
ecem

ber
31,

1981,
1980

and
1979:

C
onsolidated

statem
ent

of
ch

an
g
es

in
financial

position
28

C
onsolidated

statem
ent

of
shareholders’

equity
other

than
redeem

able
convertible

preference
stock

29

N
o

te
s

to
financial

statem
ents

30

S
ch

ed
u
les

for
the

years
ended

D
ecem

ber
31,

1981,
1980

and
1979:

S
chedule

Ill—
Investm

ents
in

affiliated
com

panies
at

equity
34

S
chedule

V
—

Property,
plant

and
equipm

ent
34

S
chedule

V
I—

A
ccum

ulated
depreciation,

depletion
and

am
ortization

35

S
chedule

V
IlI—

V
aluation

and
qualifying

accounts
35

S
chedule

IX
—

Short-term
borrow

ings
36

S
chedule

X
—

S
upplem

entary
incom

e
statem

ent
inform

ation
36

S
ch

ed
u

les
I,

II,
IV,

VII,
Xl,

XII
and

XIII
are

not
given,

as
the

subject
m

atter
thereof

either
is

not
present

or

is
not

present
in

am
ounts

sufficient
to

require
subm

ission
of

the
schedules

or
because

the
inform

ation

req
u

ired
is

included
in

the
financial

statem
ents

or
the

notes
thereto.

Y
ears

ended
D

ecem
ber

31,
1981

1980*
1979*

K
oppers

C
om

pany,
Inc.

and
S

ubsidiaries
E

xplanations

($
T

housands,
except

per
share

figures)

$2,018,562
$1,929,190

$1,828,268
N

et
sales

1
1.

Total
received,

or
receivable,

from
custom

ers

O
perating

ex
p
en

ses:
2

2.
C

osts
related

to
the

year’s

1,597,556
1,534,150

1,436,267
C

ost
of

sales
3

operations

83,564
78,860

63,599
D

epreciation,
depletion

and
am

ortization
4

3.
D

irectly
related

to
operating

levels.

49,155
44,320

40,084
T

axes,
other

than
incom

e
taxes

5
w

ages,
salaries,

raw
m

aterials,
energy,

transportation,
pensions,

189,358
174,600

154,935
S

elling,
research

,
g

en
eral

and
supplies

and
services

adm
inistrative

ex
p

en
ses

6
4.

R
elated

to
the

C
om

pany’s
invest

m
ent

in
tixed

assets—
this

portion
1,919,633

1,831,930
1,694,885

ot
the

original
cost

of
m

achinery,
plants,

etc
has

been
allocated

98,929
97,260

133,383
O

perating
profit

against
the

year’s
incom

e

O
ther

incom
e:

7
5.

N
ot

closely
related

to
operating

levels:
social

security
and

u
n

em

7,019
(6,499)

3,928
Profit

(lo
ss)

on
d

isp
o

sal
of

net
assets

of
ploym

ent
taxes,

state
and

local
d
isco

n
tin

u
ed

o
p
eratio

n
s

(N
ote

10)
8

franchise
and

real
estate

taxes.

5,207
3,795

3,221
Profit

on
sales

of
capital

assets
9

6.
S

alesm
en’s

com
pensation,

(3,023)
—

—
P

rovision
for

d
eclin

e
in

value
of

investm
ent

research
activities

and
such

other

5,369
5,138

2,527
E

quity
in

earn
in

g
s

of
affiliates

(dividends
costs

to
support

operations
as

co
r

receiv
ed

:
1981—

$8,304;
porate

staff
and

officers’
salaries,

1980—
$4,328;

1979—
$1,994)

10
pensions,

and
other

general
expenses.

4,698
3,526

3,850
Interest

incom
e

11
7.

N
ot

resulting
directly

from
sale

of

1,390
1,651

1,033
M

iscellan
eo

u
s

C
om

pany
products,

although
m

ost
is

included
in

operating
incom

e
of

b
u
si

20,660
.

7,611
14,559

ness
segm

ents;
see

page
33.

8.
G

ain
or

loss
realized

from
sale

or

119,589
104,871

147,942
Incom

e
before

interest
ex

p
en

se
and

provision
w

rite-off
of

assets
of

discontinued

for
incom

e
tax

es
business

lines
or

facilities.

9.
Protit

on
sales

of
equipm

ent,
facili

Interest
ex

p
en

se:
12

ties,
etc.

no
longer

needed
in

o
n
g
o

28,578
23,192

17,800
T

erm
debt

ing
operations.

5,483
9,998

2,796
O

ther
10.

R
epresents

K
oppers

portion
of

earnings
of

com
panies

in
w

hich
it

34,061
33,190

20,596
has

20%
-50%

ow
nership

interest.

11.
R

ealized
from

short-term
invest-

85,528
71,681

127346
Incom

e
before

provision
for

incom
e

tax
es

m
ent

of
cash.

33,886
17,721

42,496
P

rovision
for

incom
e

tax
es

(N
ote

11)
13

12.C
ost

of
borrow

ed
funds.

13.
Total

incom
e

taxes:
federal,

state

S
51,642

$
53,960

$
84,850

N
et

incom
e

for
the

y
ear

14
and

foreign

D
ividends

on:
14.

This
w

as
earned

for
all

sh
are

holders.
7,285

—
—

R
ed

eem
ab

le
convertible

p
referen

ce
sto

ck
15

15.
In

1981,
$7.9

m
iflion

in
dividends

600
600

600
C

um
ulative

p
referred

sto
ck

15
w

as
paid

to
preferred

and
prefer

ence
shareholders

S
43,757

$
53,360

$
84,250

N
et

incom
e

ap
p
licab

le
to

com
m

on
stock

16
16.

This
portion

of
net

incom
e

w
as

available
to

com
m

on
shareholders;

27,667
26,989

26,228
A

verage
num

ber
of

shares
of

com
m

on
stock

in
1981,

$388
m

illion
w

as
paid

in
outstanding

during
year

(in
thousands)

dividends,
the

rem
ainder

reinvested

$1.58
$1.98

$3.21
E

arnings
per

share
of

com
m

on
stock

in
K

oppers
operations

*R
estated

(N
ote

1)
and

reclassified
to

conform
w

ith
1981

classifications
(N

ote
10).

(S
ee

accom
panying

statem
ent

of
accounting

policies
and

notes
to

financial
statem

ents.)
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o

n
so

lid
a
te

d
B

a
la

n
c
e

S
h

e
e
t

R
estated—

N
ote

1.
(S

ee
accom

panying
statem

ent
of

accounting
policies

and
notes

to
financial

statem
ents.)

C
o

n
so

lid
a
te

d
B

a
la

n
c
e

S
h
e
e
t

L
ia

b
ilitie

s
a
n

d
S

h
a
re

h
o

ld
e
rs’

E
q
u
ity

A
estated—

N
ote

1.
(S

ee
accom

panying
statem

ent
of

accounting
policies

and
notes

to
financial

statem
ents.)

A
s
s
e
ts

D
ecem

ber
31,

K
o

p
p

ers
C

om
pany,

Inc.
and

S
u
b
sid

iaries
E

xplanations
1981

1980*

($
T

housands)

C
urrent

assets:
1

This
portion

of
balance

sheet
show

s

S
46,824

$
84,377

C
ash,

including
short-term

in
v
estm

en
ts

of
$41,458

in
1981

w
hat

K
oppers

ow
ned.

and
$64,755

in
1980

2
1.

Likely
to

be
converted

into
cash

w
ithin

one
year.

264,874
298,370

A
ccounts

receiv
ab

le,
principally

trade,
less

allo
w

an
ce

for
doubtful

acco
u
n
ts

of
$4,720

in
1981

2.
Prim

arily
kept

in
bank

accounts
for

norm
al

business
use

or
invested

in
an

d
$-4,875

in
1980

(N
ote

2)
3

short-term
notes.

Inventories
(N

ote
3):

4
3.

A
m

ounts
ow

ed
to

C
om

pany
by

custom
ers

and
others.

A
t

cost—
F

IF
O

(first-in,
first-out)

b
asis:

160,367
177,512

P
roduct

4.
G

oods
being

stockpiled
or

used
in

the
process

of
m

anufacturing
or

held

50,732
50,112

W
ork

in
p
ro

cess
for

sale.
V

alue
of

these
inventories

129,492
122,020

R
aw

m
aterials

and
su

p
p

lies
is

based
on

the
FIFO

accounting
m

eth
od,

w
hich

reflects
the

m
ost

recent
cost

of
goods.

340,591
349,644

5.
C

om
pany

uses
LIFO

accounting

126,836
109,305

L
ess

ex
cess

of
FIFO

co
st

over
L

IFO
(last-in,

first-out)
5

for
substantially

all
dom

estic
invento

ries
to

charge
current

incom
e

w
ith

m
ost

recent
costs

of
goods,

thus
213,755

240,339
6

elim
inating

illusory
inventory

profits.

17,297
21,769

P
repaid

ex
p

en
ses

7
6.

LIFO
value

of
inventory

results
in

understatem
ent

of
C

om
pany

assets.

542,750
644,855

T
otal

cu
rren

t
assets

8
S

ee
discussion

on
page

16.

,

7.
A

m
ounts

paid
in

advance
for

item
s

Investm
ents:

9
to

be
rendered

in
the

future,
such

as

83,304
50,780

A
ffiliated

co
m

p
an

ies,
at

equity
(N

ote
4)

Insurance
prem

ium
s,

property
taxes

and
rents.

6,816
2,697

A
ffiliated

and
other,

at
co

st
8.

S
ee

discussion
of

w
orking

capital
on

page
16.

90,120
53,477

9.
K

oppers
equity

ow
nership

in
other

F
ixed

assets,
at

cost:
10

com
panies.

123,669
115849

B
uildings

10.
T

he
original

am
ount

paid
for

907,211
857,413

M
achinery

and
eq

u
ip

m
en

t
C

om
pany-ow

ned
buildings,

m
achin

ery
and

equipm
ent.

11.
A

ccum
ulation

of
the

portion
of

1,030,880
973,262

the
original

am
ount

paid
for

fixed

493,955
438,900

L
ess

accu
m

u
lated

d
ep

reciatio
n

11
assets

that
has

been
allocated

to
operating

costs
since

the
assets

w
ere

purchased.
536,925

5
3

4
3

6
2

12.
C

ost
of

properties
having

12,997
16,438

A
ssets

under
capital

leases,
net

of
accu

m
u

lated
am

ortization
exhaustible

resources,
such

as
tim

-
of

$10,316
in

1981
and

$9,609
in

1980
(N

ote
6)

ber,
coal

and
stone,

reduced
for

87,597
81,795

D
epletable

p
ro

p
erties,

less
accu

m
u

lated
depletion

value
of

resources
used

in
the

past.

of
$14,826

in
1981

and
$19,667

in
1980

12
13.

T
he

total
net

cost
assigned

to

41,558
34,420

L
and

everything
K

oppers
ow

ns.

679,077
667,015

16,228
24,139

O
ther

assets

$1,328,175
$1,389,486

13

D
ecem

ber
31,

1981
1980*

K
oppers

C
om

pany,
Inc.

and
S

u
b
sid

iaries
E

xplanations

($
T

housands,
except

per
share

figures)

C
urrent

liabilities:
1

This
portion

of
balance

sheet
show

s

S
75,699

$
96,717

A
cco

u
n
ts

payable,
principally

trad
e

2
everything

K
oppers

ow
ed.

1.
T

hese
are

liabilities
payable

w
ithin

A
ccrued

liabilities:
3

one
year

17,414
6,764

Incom
e

tax
es

2.
D

ue
to

suppliers
for

goods
and

28,901
32,191

P
en

sio
n

s
(N

ote
5)

services
provided.

18,608
15,271

In
su

ran
ce

3.
A

m
ounts

ow
ed

but
not

required
to

38,576
39,931

P
ayroll

and
other

co
m

p
en

satio
n

co
sts

(N
ote

1)
be

paid
at

year
end.

49,733
59,029

O
ther

accru
als

4.
For

services
and

products
paid

for
by

custom
ers,

w
hich

K
oppers

wili
15,168

22,805
A

dvance
p

ay
m

en
ts

receiv
ed

on
co

n
tracts

4
provide

in
the

near
future.

22,227
21,874

T
erm

d
eb

t
and

obligations
under

capital
leases

5.
R

epaym
ent

of
long-term

debt
and

d
u
e

w
ithin

one
y
ear

capital
lease

obligations
required

during
com

ing
year.

5,750
25,294

S
hort-term

d
eb

t
6.

A
m

ounts
payable

w
ithin

one
year;

C
om

pany’s
current

assets
at

year-

272,076
319,876

T
otal

current
liabilities

6
end

1981
covered

these
liabilities

by
a

current
ratio

of
1.99-to-i.

S
ee

discussion
on

page
16.

278,090
296,151

T
erm

debt,
d

u
e

after
o

n
e

y
ear

(N
ote

7)
7

7.
B

orrow
ings

used
to

expand
K

oppers
incom

e-producing
base.

10,839
12,519

O
bligations

u
n
d
er

capital
leases

(N
ote

6)
8

S
hareholders

can
benefit

as
this

added
capital

generates
earnings

in

13,948
12,336

D
eferred

co
m

p
en

satio
n

(N
ote

9)
excess

of
interest

costs
on

the
debt.

8.
T

he
C

om
pany

leases
land,

buildings,
m

achinery
and

equipm
ent.

34,170
39,129

D
eferred

incom
e

tax
es

A
s

w
ith

long-term
debt,

there
is

an
obligation

to
pay

off
portions

of
these

75,000
75,000

R
ed

eem
ab

le
convertible

p
referen

ce
stock,

no
par

leases
each

year.
This

represents
the

present
value

of
lease

paym
ents

that
value,

stated
value

$100
p

er
sh

are:
issu

ed
and

o
u
tstan

d
in

g
will

be
m

ade
in

the
future.

750,000
sh

ares,
10%

series
(N

ote
8)

9.
D

ifferences
in

accounting
rules

and
tax

regulations
result

in
certain

15,000
15,000

C
um

ulative
preferred

sto
ck

(not
su

b
ject

to
m

an
d

ato
ry

incom
e

and
expenses

in
financial

reports
that

are
not

included
in

tax
red

em
p
tio

n
),

$100
par

value:
authorized

300,000
sh

ares;
issu

ed
reports

in
the

sam
e

year.
This

total

and
o
u

tstan
d
in

g
150,000

sh
ares,

4%
series

represents
the

taxes
on

the
differ

.

ence
that

will
be

paid
in

future
years

10.
T

he
total

of
these

item
s,

$629.1
34,819

34,558
C

om
m

on
stock,

$1.25
par

value:
au

th
o

rized
60,000,000

sh
ares;

m
illion,

represents
the

total
com

m
on

issu
ed

27,857,138;
and

o
u
tstan

d
in

g
27,855,478

sh
ares

in
1981

and
shareholders’

ow
nership

in
K

oppers

27,646,563
sh

ares
in

1980
10

at
the

close
of

1981
C

om
m

on
equity

w
as

equal
to

$22.58
for

each
share

of
com

m
on

stock
outstanding

at
the

132,935
128,608

C
apital

in
ex

cess
of

p
ar

value
10

close
of

1981,
versus

$22.41
at

the
end

of
1980.

461,298
456,309

E
arnings

retained
in

the
b
u
sin

ess
(N

ote
7)

10

$1,328,175
$1,389,486

r
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C
o

n
so

lid
a
te

d
S

ta
te

m
e
n
t

o
f

C
h
a
n
g
e
s

in
F

in
an

cial
P

o
sitio

n

Y
ears

ended
D

ecem
ber

31,
K

oppers
C

om
pany,

Inc.
and

S
ubsidiaries

E
xplanations

1981
1980*

1979*

($
T

housands)

S
ource

of
funds:

1
1. W

here
the

funds
cam

e
from

:

O
perations:

2.
From

line
14

of
the

incom
e

state

S
51,642

$
53960

$
84,850

N
et

incom
e

2
m

ent
on

page
25.

83,564
78,860

63,599
D

epreciation,
depletion

and
am

ortization
3

3.
This

operating
cost

does
not

4,975
5,174

7,842
D

eferred
incom

e
taxes

and
other

require
the

paym
ent

of
funds,

w
hich

ex
p

en
ses

4
are

retained
for

use
in

the
business

7,114
—

—
P

rovision
for

plant
dispositions

and
4.

Taxes
and

other
expenses

not

-
.

decline
in

value
of

investm
ent

5
paid

currently,
available

for
use

in

4,615
(810)

(533)
E

quity
in

earnings
of

affiliated
com

panies,
operations

until
the

tim
e

w
hen

pay
m

ent
becom

es
due.

less
dividends

received
6

5.
Plant

w
rite-otis

and
w

rite-dow
n

151,910
137,184

155,758
F

unds
provided

from
operations

of
investm

ent
reduced

C
om

pany

1,602
134,558

29,565
T

erm
debt

and
obligations

under
capital

incom
e

but
did

not
result

in
an

out
flow

of
funds

The
am

ount
by

w
hich

leases
issued

7
incom

e
w

as
reduced

represents
5,821

26,413
32,243

C
om

m
on

stock
issued

8
funds

retained
for

use
in

the
—

72,590
.

—
P

reference
stock

issued,
net

of
asso

ciated
business.

ex
p

en
ses

6.
Incom

e
actually

received
from

38,344
10,899

15,247
B

ook
value

of
fixed

assets
and

affiliated
com

panies
greatly

other
noncurrent

assets
d
isp

o
sed

of
or

sold
9

exceeded
dividends

in
1981.

See
page

25.
197,677

381,644
232,813

10
7.

B
orrow

ings
explained

on
page

16.
D

isposition
of

funds:
8.

N
egotiated

value
of

com
panies

182,106
230,871

177,125
C

apital
investm

ents
12

acquired
in

exchange
for

shares
of

21,343
50,065

39,018
T

erm
debt

and
capital

leases
retired

13
com

m
on

stock,
plus

value
of

shares

46,653
38,387

33,174
D

ividends
paid

14
contnbuted

to
E

m
ployee

Stock
O

w
n

ership
Plan

as
determ

ined
by

federal
1,233

2,347
—

T
reasury

stock
acquired

tax
regulations.

647
253

1,006
O

ther
9.

D
isposal

of
equipm

ent,
facilities,

251,982
321,923

250,323
etc.

no
longer

needed
in

O
perations.

5
(5

4
,3

0
5

)
$

59,721
$(17,510)

Increase
(d

ecrease)
in

w
orking

capital
15

10.
Total

of
cash

generated
from

all
sources.

C
hanges

in
com

ponents
of

w
orking

capital:
16

11.
W

here
the

funds
w

ent:
Increase

(d
ecrease)

in
current

assets:
12.

C
apital

investm
ents

to
provide

5
(3

7
,5

5
3
)

$
73,665

$
(95)

C
ash

and
short-term

investm
ents

further
grow

th.

(33,496)
3,163

(52,452)
A

ccounts
receivable

13.
R

epaym
ent

of
debt

and
capital

(26,584)
28,459

48,927
Inventories

lease
obligations.

(4,472)
4,313

8,432
P

repaid
ex

p
en

ses
14.

R
eturns

to
com

m
on,

preference

(102,105)
109,600

4,812
and

preferred
shareholders

per
Explanations

14
and

15
on

page
25.

Increase
(d

ecrease)
in

current
liabilities:

15.
R

esult
of

subtracting
funds

paid
(21,018)

(2,713)
16,337

A
ccounts

payable
out

from
funds

generated.

46
20,128

3,144
A

ccrued
liabilities

16.
This

is
how

the
change

in
w

ork
(7,637)

2,674
(4,767)

A
dvance

paym
ents

received
on

contracts
ing

capital
at

year
end

affected
the

353
4,521

7,583
T

erm
debt

and
obligations

under
capital

leases
item

s
in

current
assets

and
current

due
w

ithin
one

year
liabilities.

(19,544)
25,269

25
S

hort-term
debt

(47,800)
49,879

22,322

5
(5

4
,3

0
5
)

$
59,721

$
(17,510)

Increase
(d

ecrease)
in

w
orking

capital

R
estated—

N
ote

1.
(See

accom
panying

statem
ent

of
accounting

policies
and

notes
to

financial
statem

ents.)

C
o

n
so

lid
a
te

d
S

ta
te

m
e
n
t

o
f

S
h

a
re

h
o
ld

e
rs’

E
q
u
ity

O
th

er
T

h
an

R
e
d
e
e
m

a
b

le
C

o
n
v
ertib

le
P

re
fe

re
n

c
e

S
to

ck

K
oppers

C
om

pany,
Inc.

and
S

ubsidiaries
(A

m
ounts

in
thousands,

except
outstanding

shares
and

per
share

figures)

O
utstanding

Shares
Earnings

C
um

ulative
C

um
ulative

C
apital

in
R

etained
Preferred

C
om

m
on

Preferred
C

om
m

on
E

xcess
of

in
the

Stock
Stock

Stock
Stock

Par
V

alue
B

usiness
Total

B
alan

ce
at

Jan
u
ary

1,
1979

as
p
rev

io
u

sly
rep

o
rted

150,000
25,087,492

$15,000
$31,359

$
80,476

$392,822
$519,657

A
djustm

ent
for

cum
ulative

effect
on

prior
years

of
retroactive

accrual
of

vacation
earned

(N
ote

1)
—

—
—

(6330)
(6,330)

B
alan

ce
at

Jan
u
ary

1,
1979

as
restated

150,000
25,087,492

15,000
31,359

80,476
386,492

513,327

N
et

incom
e

for
the

year
1979

(restated,
N

ote
1)

—
—

84,850
84,850

C
ash

dividends
paid:

O
n

preferred
stock,

$4.00
per

share
—

—
—

(600)
(600)

O
n

com
m

on
stock,

$1.25
per

share
—

—
—

(32,574)
(32,574)

C
om

m
on

stock
issued

during
1979:

A
cquisitions

accounted
for

as
purchases

1,383,551
—

1,730
27,097

—
28,827

A
cquisition

accounted
for

as
a

pooling
201,309

—
252

—
2,568

2,820

C
ontributed

to
E

m
ployee

S
tock

O
w

nership
Plan

25,976
—

32
564

—
596

B
alan

ce
at

D
ecem

b
er

31,
1979

150,000
26698,328

15,000
33,373

108,137
440,736

597,246

N
et

incom
e

for
the

year
1980

(restated,
N

ote
1)

—
—

—
53,960

53,960

C
ash

dividends
paid:

O
n

preferred
stock,

$4.00
per

share
—

—
—

(600)
(600)

O
n

com
m

on
stock,

$1.40
per

share
—

—
—

(37,787)
(37787)

E
xpenses

asso
cated

w
ith

redeem
able

convertible
preference

sh
ares

issued
—

—
(2,410)

—
(2,410)

P
urchase

of
com

m
on

stock
for

treasury
(95,374)

—
(119)

(2,228)
—

(2,347)

C
om

m
on

stock
issued

during
1980:

A
cquisitions

accounted
for

as
purchases

905,546
—

1,132
21,657

—
22,789

C
ontributed

to
E

m
ployee

S
tock

O
w

nership
Plan

42,689
—

53
1,148

—
1,201

C
om

m
on

stock
issued

from
treasury

to
E

m
ployee

S
avings

and
Profit

S
haring

Plan
95,374

—
119

2,304
—

2,423

B
alan

ce
at

D
ecem

b
er

31,
1980

150,000
27,646,563

15,000
34,558

128,608
456,309

634,475

N
et

incom
e

for
the

year
1981

—
—

—
51,642

51,642

C
ash

dividends
paid:

O
n

preference
stock,

$10.00
per

share
—

—
—

(7,285)
(7,285)

O
n

preferred
stock,

$4.00
per

share
—

—
—

(600)
(600)

O
n

com
m

on
stock,

$1.40
per

share
—

—
(38,768)

(38,768)

P
urchase

of
com

m
on

stock
for

treasury
(58,443)

—
(73)

(1,160)
—

(1,233)

C
om

m
on

stock
issued

during
1981:

A
cquisitions

accounted
for

as
purchases

166,499
—

208
3,532

—
3,740

C
ontributed

to
E

m
ployee

S
tock

O
w

nership
Plan

44,076
—

55
815

—
870

C
om

m
on

stock
issued

from
treasury

to
E

m
ployee

S
avings

and
Profit

S
haring

Plan
56,783

—
71

1,140
—

1,211

B
alan

ce
at

D
ecem

b
er

31,
1981

150,000
27,855,478

$15,000
$34,819

$132,935
$461,298

$644,052

(See
accom

panying
statem

ent
of

accounting
policies

and
notes

to
financial

statem
ents.)
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N
o
te

s
to

F
in

a
n
c
ia

l
S

ta
te

m
e
n

ts

D
ecem

b
er3

1
,

1981,
1980

and
1979

1.
C

o
m

p
en

sated
A

bsences—
In

com
pliance

w
ith

S
tatem

ent
of

F
inancial

A
ccounting

S
tan

d
a
rd

s
N

o.
43,

A
ccounting

for
C

om
pensated

A
b
sen

ces,
the

financial
statem

ents
have

been

restated
to

reflect
the

C
om

pany’s
obligation

fo
r

the
accrual

of
all

vacation
earned.

In
1981,

th
is

change
reduced

net
incom

e
by

$289,000,

o
r

$01
per

share.
For

prior
years,

the
effect

w
a
s

as
follow

s:

D
ecrease

in
N

et Incom
e

D
ecrease

in
and

R
etained

E
arnings

Per

($
T

housands)
E

arnings
Share

1978
and

prior
years

$6,330
NA

1979
1621

$06
1 980

1,029
.04

2
.

A
cco

u
n

ts
R

eceivable—
R

eceivables
in

clu
d

e
the

follow
ing

am
ounts

applicable
to

lo
n
g
-term

construction
contracts:

(S
T

housands)
1981

1980

B
illed

or
billable

$26,659
$34,827

R
etainage:

D
ue

after
one

year
$

1,501
$

3,474
D

ue
w

ithin
one

year
11,930

16,463

T
otal

$13,431
$19,937

3
.

Inventories—
T

he
C

om
pany

reports
low

er
earn

in
g

s
and

current
tax

liabilities
by

using
th

e
LIFO

m
ethod

for
m

ost
inventories,

through
w

h
ich

current
costs

are
charged

to
current

rev
en

u
e,

than
it w

ould
by

using
other

in
v

en
to

ry
m

ethods.
T

he
effect

of
using

the
LIFO

in
v
en

to
ry

m
ethod

(com
pared

w
ith

the
FIFO

m
eth

o
d
)

reduced
the

C
om

pany’s
net

incom
e

p
e
r

share
by$.31

in
1981,$.32in

1980
and

$
.5

0
in

1979.
D

uring
1981,

certain
inventories

w
ere

red
u
ced

.
T

his
reduction

resulted
in

a
liquida

tio
n

of
LIFO

inventory
quantities

carried
at

lo
w

er
costs

prevailing
in

prior
years

as
co

m
p
a
re

d
w

ith
the

cost
of

1981
purchases,

the
effect

of
w

hich
increased

net
earnings

in
1981

b
y

approxim
ately

$3,769,000,
or

$14
per

sh
a
re

.

4
.

Investm
ents—

In
F

ebruary,
1981,

the
C

o
m

p
a
n
y

increased
its

equity
investm

ent
in

R
ich

m
o
n
d

T
ank

C
ar

C
om

pany
com

m
on

stock
from

$14,000,000
(500,000

shares,
or

9%
)

at
year-

e
n

d
1980

to
$48,825,000

(1,550,000
shares,

or
2

3
%

).
A

fter
this

additional
purchase,

the
C

o
m

p
an

y
’s

total
investm

ent
ex

ceed
ed

the
u
n
d
erly

in
g

net
assets

by
$26,096,000,

w
hich

is

being
am

ortized
against

incom
e

over
30

years.
T

he
quoted

m
arket

value
of

this
investm

ent
at

D
ecem

ber
31,

1981
w

as
$20,538,000

($13.25
per

sh
are).

M
anagem

ent
considers

this
reduced

m
arket

value
to

represent
a

tem
porary

decline,

5.
R

etirem
en

t
P

lans
C

om
pany

Plans—
T

otal
pension

ex
p
en

se
in

1981
w

as
$27,727,000,

as
com

pared
w

ith
$31,192,000

and
$28,301,000

in
1980

and
1979,

respectively.
In

1981,
the

C
om

pany
changed

its
investm

ent
return

assum
ption

from
6%

to
8%

and
increased

the
salary

scale
rate

from
4%

to
6%

to
reflect

current
pension

fund
earnings

experience
and

salary
increases.

T
he

net
effect

of
these

ch
an

g
es

w
as

to
reduce

pension
ex

p
en

se
for

the
year

by
$7,524,000

and
increase

net
incom

e
by

$3,738,000,
or

$14
per

share.
A

com
parison

of
accum

ulated
plan

benefits
and

plan
net

assets
for

the
C

o
m

pany’s
defined

benefit
plans

as
of

D
ecem

ber
31,

1981
and

1980
is

presented
below

.

($
T

housands)
1981

1980

A
ctuarial

presentvalue
ofaccum

ulated
plan

benefits:
V

ested
$189,331

$205,227
N

onvested
28,079

29,543

$217,410
$234,770

N
et assets

available
for

benefits
$258,794

$258,976

T
he

rate
used

in
determ

ining
the

actuarial
present

value
of

accum
ulated

plan
benefits

w
as

10%
for

1981
and

8%
for

1980.
T

he
C

om
pany

has
an

E
m

ployee
S

tock
O

w
nership

Plan
(E

SO
P)

for
the

benefit
of

em
ployees

upon
retirem

ent.
C

ontributions
to

the
E

SO
P

are
offset

by
additional

investm
ent

tax
credit.

M
ultiem

ployer
Plans—

In
addition

to
the

expense
for

the
C

om
pany-sponsored

plans,
the

C
om

pany
had

pension
expense

for
full-

tim
e

em
ployees

of
$5,444,000,

$5,704,000
and

$6,301,000
in

1981,
1980

and
1979,

resp
ec

tively,
for

contributions
to

m
ultiem

ployer
plans

as
determ

ined
by

various
collective

b
arg

ain

ing
agreem

ents.
T

he
relative

position
of

the
C

om
pany

regarding
the

accum
ulated

plan
benefits

and
plan

net
assets

of
m

ultiem
ployer

plans
is

not
determ

inable
by

the
C

om
pany

and
is

not
included

in
the

above
inform

ation.

6.
L

eases—
T

h
e

C
om

pany,
as

lessee,
has

entered
into

various
lease

arrangem
ents

covering
land,

buildings,
m

achinery
and

equipm
ent.

T
he

follow
ing

is
an

analysis
of

($
T

housands)
1981

1980

Land
and

buildings
$16,813

$16,804
M

achinery
and

equip
m

ent
6,500

9,243

23,313
26,047

L
ess

accum
ulated

am
ortization

10,316
9,609

$12,997
$16,438

T
he

follow
ing

is
a

schedule
by

years
of

future
m

inim
um

lease
paym

ents
as

of
D

ecem
ber

31,
1981.

C
apital

O
perating

($
T

housands)
L

eases
L

eases

1982
$

3,121
$

3,931
1983

2,424
2,214

1984
1,253

1,512
1985

1,058
922

1986
934

777
1987

and
later

14,214
2,647

Total
m

inim
um

lease
paym

ents
$23,004

$12,003

L
ess

am
ount

repre
senting

executory
costs

77

N
et

m
inim

um
lease

paym
ents

22,927
L

ess
am

ount
repre

senting
interest

10,037

Present
value

of
net

m
inim

um
lease

paym
ents

(includ
ing

$2,051
classi

fied
as

current
obligations

under
capital

leases)
$12,890

D
ebts

issued
by

m
unicipal

authorities
and

guaranteed
by

the
C

om
pany

are
not

c
o
n

sidered
lease

agreem
ents

even
though

the
legal

form
of

the
transaction

is
a

lease.
S

uch
obligations

are
classified

as
term

debt.

7.
T

erm
D

ebt—
T

erm
debt

due
after

one
year

consists
of

the
item

s
show

n
in

T
able

1.
T

he
aggregate

term
debt

m
aturity

in
the

years
1982

through
1986,

respectively,
is

$20,176,000,
$10,365,000,

$11,532,000,
$11,312,000

and
$17,974,000.

A
dditional

D
ebt

Inform
ation—

In
1981,

the
C

om
pany

am
ended

its
revolving

credit
bank

loan
agreem

ent.
T

he
agreem

ent
as

am
ended

provides
the

C
om

pany
w

ith
$100,000,000

of
credit

that
w

ould
not

have
been

available
under

the
old

agreem
ent

until
D

ecem
ber

28,
1983.

T
his

agreem
ent

provides
for

revolving
credit

loans
of

up
to

$200,000,000
until

S
e
p

tem
ber

30,
1986.

C
om

m
itm

ent
fees

of
up

to
3
/

of
1%

per
annum

are
required

on
any

u
n
b
o
r

row
ed

am
ounts.

A
ny

loans
outstanding

on
S

eptem
ber

30,
1986

m
ay

be
converted

to
term

loans
payable

during
the

succeeding
three

years.
T

he
agreem

ent
calls

for
interest

at
one

of
three

options
chosen

by
the

C
om

pany,
those

being
the

prim
e

rate,
the

certificate
of

deposit
rate

or
the

E
urorate,

w
ith

factors
up

to

7/
of

1%
added

to
these

rates
after

S
ep

tem
ber

30,
1985.

T
he

C
om

pany
had

no
b

o
rro

w
ings

under
this

agreem
ent

at
D

ecem
ber

31,
1981

and
1980.

T
he

C
om

pany’s
term

debt
agreem

ents
contain

various
restrictions

as
to

dividend
paym

ents
and

incurrence
of

additional
indebtedness.

A
s

of
D

ecem
ber

31,
1981,

under
the

m
ost

restrictive
provisions,

$170,534,000
of

consolidated
earnings

retained
in

the
business

w
as

available
for

the
paym

ent
of

cash
dividends,

and
the

C
om

pany
could

incur
additional

indebtedness
of

approxim
ately

$158,523,000.
T

he
C

om
pany

has
guaranteed

$9,885,000
of

the
indebtedness

of
affiliated

and
other

corporations
as

of
D

ecem
ber

31,
1981.

8.
R

ed
eem

ab
le

C
o
n
v
ertib

le
P

referen
ce

S
to

ck
—

O
n

D
ecem

ber
23,

1980,
the

C
om

pany
issued

750,000
sh

ares
of

convertible
p
refer

ence
stock

(preference
stock),

w
ith

each
share

convertible
into

3.48
shares

of
the

C
o

m
pany’s

com
m

on
stock.

T
he

C
om

pany
m

ay
redeem

the
preference

shares
beginning

in
1983

at
$107

per
share,

declining
by

$1
per

share
each

year
through

1990,
B

eginning
in

1990,
the

C
om

pany
is

required
to

m
ake

sin
k

ing
fund

paym
ents

at
$100

per
share

sufficient
to

retire
37,500

sh
ares

of
preference

stock
annually

except
that

prior
redem

ptions
or

conversions
m

ay
be

applied
to

such
req

u
ire

m
ents

at
the

C
om

pany’s
option.

T
he

C
om

pany
m

ay
not

pay
com

m
on

or
preference

stock
dividends

ifrequired
sinking

fund
paym

ents
are

not
m

ade.
If

preference
stock

dividends
are

in
arrears

for
an

am
ount

equal
to

m
ore

than
six

quarterly
dividends,

the
holders

of
preference

stock
m

ay
then

elect
tw

o
directors.
T

he
C

om
pany

has
authorized

but
unissued

an
additional

250,000
shares

of
preference

stock.

9.
E

m
ployee

C
o

m
p

en
satio

n
P

lans
D

eferred
C

om
pensation

P
lan—

T
he

C
om

pany
has

a
D

eferred
C

om
pensation

U
nit

Plan
for

officers
and

other
key

em
ployees.

O
perating

expense
has

been
charged

w
ith

$2,139,000,
$1,881,000

and
$1,504,000

to
provide

for
the

benefits
accrued

during
1981,

1980
and

1979,
respectively.
Incentive

P
lans—

T
he

C
om

pany
has

an
In

cen
tive

Plan
for

key
em

ployees
that

is
based

upon
the

attainm
ent

of
a

specific
return

on
invested

capital
using

incom
e

before
interest

expense
and

incom
e

taxes.
O

perating
expense

w
as

charged
w

ith
$2,430,000

in
1979.

T
here

w
as

no
charge

to
operating

expense
in

1980
or

1981
b
ecau

se
of

the
C

om
pany’s

insufficient
return

on
investm

ent.
P

erform
ance

S
hare

P
lan—

T
he

C
om

pany
has

a
P

erform
ance

S
hare

Plan
for

key
em

ployees
that

provides
for

an
aw

ard
of

perform
ance

shares
(up

to
a

m
axim

um
of

500,000
sh

ares),
each

equivalent
to

one
share

of
the

C
o
m

pany’s
com

m
on

stock
and

cash.
D

istribution

of
the

com
m

on
stock

plus
cash

equal
to

the
fair

m
arket

value
of

the
com

m
on

stock
w

ill
be

m
ade

at
the

end
of

designated
periods

if
specified

earnings
are

attained
In

1980,
$2,418,000

previously
charged

to
operating

ex
p
en

ses
in

1979
for

benefits
under

the
plan

w
ere

credited
against

expense
as

the
C

om
pany

did
not

expect
to

reach
the

required
grow

th
rate.

T
he

related
1979

cycle
p

erfo
rm

ance
shares

expired
on

D
ecem

ber
31,

1981.
C

urrently,
74,050

perform
ance

sh
ares

aw
arded

in
1981

for
the

aw
ard

period
ending

D
ecem

ber
31,

1983
are

outstanding.
N

o
p
ro

v
i

sion
has

been
m

ade
in

1981
based

on
profit

perform
ance

for
that

year.
S

avings
and

Profit
S

haring
P

lan—
E

ffective
January

1,
1980,

the
C

om
pany

initiated
a

S
a
v

ings
and

Profit
S

haring
Plan

for
all

eligible
em

ployees.
Participating

em
ployees

m
ay

elect
to

contribute
up

to
6%

of
their

salaries,
and

the
C

om
pany

contributes
an

am
ount

equal
to

a
specified

percentage,
based

on
C

om
pany

earnings,
of

the
em

ployees’
co

n
tri

butions
to

a
lim

it
of

$6,000
per

em
ployee.

T
he

C
om

pany’s
contributions

m
ay

be
m

ade
in

cash
or

com
m

on
stock

of
the

C
om

pany.
T

he
C

om
pany’s

contribution
am

ounted
to

$1,923,000
in

1981
and

$4,375,000



$806,000,
or

$435,000
after

tax
($

0
2

p
er

sh
a
re

).
O

perations
discontinued

in
1980

resu
lted

in
a

loss
of

$4,125,000,
or

$2,228,000
a
fte

r
tax

($08
per

share).
R

o
a
d

M
aterials.

T
he

bitum
inous

liquids
o

p
er

atio
n

w
as

sold
in

1979
at

a
profit

of
$5,866,000,

o
r

$3,140,000
after

tax
($. 12

per
sh

are).

T
a
b
le

3.
C

o
m

p
o
n
en

ts
of

In
co

m
e

T
ax

es

($
T

housands)
In

co
m

e
before

provision
for

incom
e

taxes:
D

om
estic

operations
F

oreign
operations*

T
o
tal

In
co

m
e

tax
expense:

C
urrent:
F

ederal
F

oreign
S

tate

S
tatu

to
ry

tax
rate:

F
ed

eral
S

tate,
net

of
federal

tax
benefit

E
ffect

of
additional

taxes
on

gain
from

the
sale

of
a

C
anadian

subsidiary
In

v
estm

en
t

tax
credit

N
o

n
tax

ab
le

earnings
of

D
om

estic
International

S
ales

C
orporation

E
ffe

c
t

of
p
ercen

tag
e

over
cost

depletion
E

ffect
of

low
er

statutory
tax

rate
applicable

to
capital

gain
incom

e
O

th
er—

n
et

ii.
In

co
m

e
T

ax
es_

In
co

m
e

before
provision

for
incom

e
taxes

and
the

com
ponents

of
incom

e
tax

ex
p
en

se
are

show
n

in
T

able
3.

T
he

co
m

p
o

n
en

ts
of

deferred
tax

expense
and

related
tax

effect
are

Show
n

in
T

able
4.

T
he

differences
betw

een
the

statutory
and

effective
incom

e
tax

rates
are

show
n

in
T

able
5.

12.
A

cquisitions—
In

1981,
the

C
om

pany’s
R

oad
M

aterials
G

roup
acquired

three
co

m
p
a

nies
for

a
total

of
166,499

shares
of

C
om

pany
com

m
on

stock
and

$21,213,000
in

cash.
T

he
acquisitions

w
ere

accounted
for

using
the

purchase
m

ethod
of

accounting,
and

results
of

operations
have

been
included

from
the

respective
dates

of
these

acquisitions.
In

1980,
the

C
om

pany’s
R

oad
M

aterials
G

roup
acquired

five
com

panies
for

a
total

of
905,546

shares
of

C
om

pany
com

m
on

stock
and

$594,000
in

cash.
T

he
acquisitions

w
ere

accounted
for

using
the

purchase
m

ethod
of

accounting,
and

results
of

operations
have

been
included

from
the

respective
dates

of
these

acq
u
isitio

n
s.

O
ne

of
the

acquisitions
provides

for
the

issuance
of

up
to

250,000
additional

sh
ares

of
C

om
pany

com
m

on
stock

if
an

d
w

h
en

a
n
et

reco
v
ery

is
receiv

ed
from

claim
s

on
certain

construction
contracts

that
are

in
litigation.

Pro
form

a
results

of
operations

for
acq

u
i

sitions
m

ade
in

1981
and

1980
have

not
been

(4,358)
(3,150)

reflected
b

ecau
se

the
effects

are
not

m
aterial.

13.
O

p
eratio

n
s

by
B

u
sin

ess
S

eg
m

en
ts—

T
he

C
o
m

p
an

y
o
p
erates

principally
in

five
business

segm
ents.

Financial
inform

ation
about

each
segm

ent
is

provided
in

T
able

6
on

the
follow

ing
page.

Inform
ation

relating
to

the
products

and
services

provided
by

these
se

g
m

ents
is

located
on

pages
41

through
45

of
this

annual
report

and
10-K

.
Intersegm

ent
sales

are
not

disclosed
because

of
im

m
ateriality.

46.0%
14.

L
itigation—

Inland
Steel

C
om

pany
has

3.6%
asserted

a
claim

ag
ain

st
th

e
C

o
m

p
an

y
in

th
e

am
ount

of
$100

m
illion

for
delay

d
am

ag
es

(14.8%
)

(108°,,)
under

a
construction

contract.
T

he
C

om
pany

an
d

its
legal

advisors
believe

there
are

sound
(1

.2
%

)
(2

.1
%

)
(1

.0
%

)
defenses

against
Inland’s

claim
.

T
he

C
o
m

(3
.6

%
)

(4.5%
)

(2.4%
)

pany
has

filed
a

claim
against

Inland
to

(1.5%
)

(1.8%
)

(.8°!
recover

$17
m

illion,
representing

fees
on

the
°)

contract.
2.2%

(1
4

%
)

2
4
.7

%

T
he

provisions
for

incom
e

taxes
for

the
years

1981,
1980

and
1979

have
been

reduced
by

$6,423,000,
$11,066,000

and
$14,435,000,

respectively,
for

investm
ent

tax
credit.

A
tD

ecem
ber

31,
1981,

1980
and

1979,
consolidated

earnings
retained

in
the

b
u

si
ness

included
approxim

ately
$25,230,000,

$25,041,000
and

$19,494,000,
respectively,

on
w

hich
federal

incom
e

tax
has

not
been

p
ro

vided
since

the
C

om
pany

has
reinvested

such
earnings

and
intends

to
continue

such
investm

ent
perm

anently
in

export
activities.

1981
1980

1979
(restated’

t
a
t
e
d
)

$71,290
$61,354

$109,625
1
4
3
8

10
327

17
721

$85,528
$71,681

$127,346

D
eferred:
F

ederal
F

oreign

$25,550
$

8,607
$

33,825
2,964

2,353
6,594

415
15,35

E

4,044
1,478

(6
9
4
0
)

(573)
893

596
2371

(
6
,
3
4
4
)

T
o
tal

,
86

$17,721
$

42,496
*

F
o

reig
n

operations
incom

e
before

the
provision

for
incom

e
taxes

includes
equity

incom
e

from
foreign

investm
ents

of
$11,178,000,

$5,683,000
and

$2,579,000
for

1981,
1980

and
1979,

respectively

T
a
b

le
4.

D
eferred

T
ax

E
x

p
en

se
1981

($
T

housands)
E

x
c
e
ss

of
tax

over
book

depreciation
A

n
ticip

ated
ex

p
en

ses
provided

in
advance

o
f

deductibility
for

tax
p
u
rp

o
ses

(4,303)
D

ifferen
ce

in
book

and
tax

incom
e

recognition:
—

S
ale

of
investm

ent
in

C
utler-H

am
m

er,
Inc.

—
C

onstruction
contracts

—
Inventory

tim
ing

difference
O

th
er—

n
et

1980
1979

(restated
)

$
$

7,991
$

7,838

—

—
(8,706)

1,308
(399)

(1,303)
(857)

(451)
(386)

(1
713)

(1
476)

$
3

,4
7

1
$

2,371
$(6,344)

T
a
b
le

S
.

S
tatu

to
ry

an
d

E
ffectiv

e
In

co
m

e
T

ax
R

ates
iei

T
able

6.
O

p
eratio

n
s

by
B

u
sin

ess
S

eg
m

en
ts

($
T

housands)
E

ngineered
E

ngineering
Y

ear
ended

D
ecem

ber
31,

1981:
O

rganic
R

oad
Forest

M
etal

and
M

aterials
M

aterials
P

roducts
P

roducts
C

onstruction
M

isc.
C

onsolidated

N
et

sales
$678,099

$541,920
$379,823

$342,464
$

58,567
$

17,689
$2,018,562

O
perating

profit
before

general
corporate

overhead
$

42,238
$

46,647
$

19,652
$

12,941
$

(6,601)
$

6,583
$

121,460
O

ther
incom

e
(expense)

(N
ote

10)
(15,030)

3,334
22,209

(157)
28

4,907
15,291

E
quity

in
earnings

(loss)
of

affiliates
2,023

7,908
1,048

(50)
(1,000)

(4,560)
5,369

O
perating

incom
e

(loss)
$

29,231
$

57,889
$

42,909
$

12,734
$

(7,573)
$

6,930
$

142,120

G
eneral

corporate
overhead

22,531
Interest

expense
34,061

Incom
e

before
provision

for
incom

e
taxes

$
85,528

Identifiable
assets

as
of

D
ecem

ber
31,

1981
$377,156

$346,701
$203,077

$195,620
$

22,596
$124,873

$1,270,023

G
eneral

corporate
assets

58,152

Total
assets

$1,328,175

D
epreciation,

depletion
and

am
ortization

$
29,932

$
29,077

$
14,274

$
8,259

$
264

$
721

$
82,527

D
epreciation

and
am

ortization
of

general
corporate

assets
1,037

$
83,564

C
apital

investm
ent

$
37,895

$
52,770

$
23,798

$
18,795

$
588

$48,260
$

182,106

Y
ear

ended
D

ecem
ber

31,
1980

(restated):
N

et
sales

$577,196
$531,729

$380,862
$358,067

$
64,601

$
16,735

$1,929,190

O
perating

profit
before

general
corporate

overhead
$

47,598
$

52,096
$

17,223
$

2,032
$

(1,854)
$

4,289
S

121,384
O

ther
incom

e
(expense)

(N
ote

10)
(2,432)

2,620
3,257

(3,293)
1,403

918
2,473

Equity
in

earnings
(loss)

of
affiliates

2,016
2,533

842
164

—
(417)

5,138

O
perating

incom
e

(Joss)
$

47,182
$

57,249
$

21,322
$

(1,097)
$

(451)
$

4,790
$

128,995

G
eneral

corporate
overhead

24,124
Interest

expense
33,190

Incom
e

before
provision

for
incom

e
taxes

$
71,681

Identifiable
assets

as
of

D
ecem

ber
31,

1980
$410,229

$334,963
$225,316

$206,218
$

29,523
$

85,369
$1,291,618

G
eneral

corporate
assets

97,868

Total
assets

$1,389,486

D
epreciation,

depletion
and

am
ortization

$
27,364

$
27,289

$
13,655

$
7,509

$
227

$
746

$
76,790

D
epreciation

and
am

ortization
of

general
corporate

assets
2,070

$
78,860

C
apital

investm
ent

$
40,955

$
78,614

$
31,705

$
14,302

$
42

$
65,253

$
230,871

Y
ear

ended
D

ecem
ber

31,
1979

(restated):
N

et
sales

$556,583
$454,102

$368,858
$328,181

$113,790
$

6,754
$1,828,268

O
perating

profit
before

general
corporate

overhead
$

54,619
$

46,818
$

29,476
$

10,768
$

10,409
$

3,450
$

155,540
O

ther
incom

e
(expense)

(N
ote

10)
(1,278)

7,724
2,048

810
153

2,575
12,032

E
quity

in
earnings

(loss)
of

affiliates
2,230

455
374

(182)
—

(350)
2,527

O
perating

incom
e

$
55,571

$
54,997

$
31,898

$
11,396

$
10,562

$
5,675

$
170,099

G
eneral

corporate
overhead

22,157
Interest

expense
20,596

Incom
e

before
provision

for
incom

e
taxes

$
127,346

Identifiable
assets

as
of

D
ecem

ber
31,

1979
$386,511

$256,291
$199,053

$205,342
$

38,599
$

26,511
$1,112,307

G
eneral

corporate
assets

28,404

Total
assets

$1,140,711

D
epreciation,

depletion
and

am
ortization

$
22,576

$
18,580

$
13,143

$
6,640

$
810

$
397

$
62,146

D
epreciation

and
am

ortization
of

general
corporate

assets
1,453

$
63,599

C
apital

investm
ent

$
64,136

$
63,091

$
28,228

$
16,929

$
113

$
4,628

$
177,125

1980
1979

(restated
)

a
t
e
d
)

46.0%
3
.3

%

46.0%
1.2%

3.8%
(7.3%

)



3
4

S
c
h
e
d
u
le

s
fo

r
F

o
rm

1
0

-K
K

o
p
p
e
rs

C
o
m

p
an

y
,

Inc.
an

d
S

u
b
sid

iaries

In
v
estm

en
ts

in
A

ffiliated
C

om
panies

at
E

quity
(SE

C
S

chedule
Ill)

($
T

h
o
u
san

d
s)

C
lassified

as
L

ong-T
erm

A
ssets

C
ontract

Total

R
ichm

ond
joint

ventures

T
ank

C
ar

O
ther

classified
as

C
om

pany(R
T

C
)

*
investm

ents
Total

current
assets

B
alan

ce
at

D
ecem

ber
31,

1980
$14000

$36,780
$50,780

$
—

$50,780

A
d
d
itio

n
al

investm
ents

34,825
6,156

40,981
1,853

42,834

E
q
u
ity

in
earnings

of
investm

ents
1,509

(3,540)**
(2,031)

7,400
5,369

D
iv

id
en

d
s

received
(1,162)

(2,241)
(3,403)

(4,901)
(8,304)

P
ro

v
isio

n
for

decline
in

value
—

(3,023)
(3,023)

—
(3,023)

B
alan

ce
at

D
ecem

ber
31,

1981
$49,172

$34,132
$83,304

$
4,352

$87,656

B
ecause

of
the

tim
e

lag
in

receiving
R

ichm
ond

Tank
C

ar
C

om
pany’s

statem
ents,

the
C

om
pany

is
recording

equity
incom

e
on

a
one-m

onth

lag
basis.

For
additional

inform
ation

on
R

ichm
ond

Tank
C

ar
C

om
pany,

see
N

ote
4

to
financial

statem
ents.

*
Includes

$6,362,000
of

expenses
incurred

for
synthetic

fuel
projects.

P
ro

p
e
rty

,
P

lan
t

an
d

E
q
u
ip

m
en

t
(S

E
C

S
ch

ed
u
le

V
)

C
lassification

($
T

housands)
T

ransfers
and

B
alance

at
other

B
alance

beginning
A

dditions
R

etirem
ents

additions
at

close
Y

ear
ended

D
ecem

ber
31,

1981
of

year
at

cost
or

sales
(deductions)

(2)
of

year

L
an

d
$

34,420
$

2,827
$

1,152
$

5,463
$

41,558

B
u
ild

in
g
s

115,849
8,869

7,486
6,437

123,669

M
ach

in
ery

and
equipm

ent
857,413

85,447
52,792

17,143
907,211

D
ep

letab
le

m
ineral

properties
70,173

4,242
566

2,716
76,565

D
ep

letab
le

tim
ber

properties
31,289

6,917
12,348

—
25,858

C
ap

italized
leases

26,047
123

1,927
(930)

23,313

$1,135,191
$108,425

$76,271(1)
$30,829

$1,198,174

Y
ear

ended
D

ecem
ber

31,
1980

L
a
n
d

$
25,598

$
7,817

$
313

$
1,318

$
34,420

B
u
ild

in
g
s

87,581
15,385

1,106
13,989

115,849

M
ach

in
ery

and
equipm

ent
745,924

101,562
10,588

20,515
857,413

D
ep

letab
le

m
ineral

properties
40,941

26,405
46

2,873
70,173

D
ep

letab
le

tim
ber

properties
26,812

7,707
2,894

(336)
31,289

C
ap

italized
leases

30,577
137

1,190
(3,477)

26,047

$
957,433

$159,013
$16,137

$34,882
$1,135,191

Y
ear

ended
D

ecem
ber

31,
1979

-

L
a
n
d

$
24,855

$
1,921

$
517

$
(661)

$
25,598

B
u
ild

in
g
s

73,428
10,914

1,618
4,857

87,581

M
ach

in
ery

and
equipm

ent
626,548

112,598
13,666

20,444
745,924

D
ep

letab
le

m
ineral

properties
32,784

964
—

7,193
40,941

D
ep

letab
le

tim
ber

properties
23,980

9,336
6,702

198
26,812

C
ap

italized
leases

29,497
1,050

2,395
2,425

30,577

$
811,092

$136,783
$24,898

$34,456
$

957,433

A
ccu

m
u
lated

D
ep

reciatio
n
,

D
epletion

an
d

A
m

o
rtizatio

n
(S

E
C

S
ch

ed
u

le
V

I)

D
escription

($
T

housands)

B
alance

at
A

dditions
B

alance
beginning

charged
to

O
ther

at
close

Y
ear

ended
D

ecem
ber

31,
1981

of
year

incom
e

R
etirem

ents
additions

o
year

D
epreciation

and
am

ortization
$438,900

$75,182
$29,827

$
9,700

$493,955

D
epletion

19,667
4,869

9,814
104

14,826

A
m

ortization
of

capital
leases

9,609
2,105

1,058
(340)

10,316

$468,176
$82,156

$40,699(1)
$

9,464
$519,097

Y
ear

ended
D

ecem
ber

31,
1980

D
epreciation

and
am

ortization
$373,461

$70,234
$

5,019
$

224
$438,900

D
epletion

15,865
4,391

1,065
476

19,667

A
m

ortization
of

capital
leases

12,336
2,195

992
(3,930)

9,609

$401,662
$76,820

$
7,076

$(3,230)
$468,176

Y
ear

en
d

ed
D

ecem
b

er
31,

1979

D
epreciation

and
am

ortization
$327,591

$55,656
$10,375

$
589

$373,461

D
epletion

12,997
5,021

2,153
—

15,865

A
m

ortization
of

capital
leases

12,852
1,712

2,228
—

12,336

$353,440
$62,389

$14,756
$

589
$401,662

(1)
Includes

$20,739,000
from

discontinued
operations.

V
aluation

an
d

Q
ualifying

A
cco

u
n
ts

(S
E

C
S

ch
ed

u
le

V
III)

D
escription

($
T

housands)

B
alance

at
A

dditions
B

alance
beginning

charged
at

close

Y
ear

en
d

ed
D

ecem
b

er
31,

1981
of

year
to

incom
e

D
ed

u
ctio

n
s(

1)
of

y
ear

A
llow

ance
for

doubtful
accounts

$4,875
$2,555

$2,710
$4,720

A
llow

ance
for

doubtful
notes

receivable
3,000

2,929
5,929

—

A
llow

ance
for

decline
in

value
of

investm
ent

—
3,023

—
3,023

$7,875
$8,507

$8,639
$7,743

Y
ear

ended
D

ecem
ber

31,
1980

A
llow

ance
for

doubtful
accounts

$4,295
$1,235

$
655

$4,875

A
llow

ance
for

doubtful
notes

receivable
—

3,000
—

3,000

$4,295
$4,235

$
655

$7,875

Y
ear

en
d

ed
D

ecem
b

er
31,

1979

A
llow

ance
for

doubtful
accounts

$3,907
$2,027

$1,639
$4,295

(1)
A

ccounts
w

ritten
off,

less
recoveries.

(1
)

Includes
$44,650,000

from
discontinued

operations.

(2
)

P
roperty

acquired
through

acquisitions,
1981—

$26,899,000;
1980—

$34,979,000,
1979—

$34.329,000.



36
S

ch
ed

u
les

K
o
p
p
ers

B
o

ard
o
f

D
ire

c
to

rs
A

n
d

O
fficers

S
h
o
rt-T

erm
B

orrow
ings

(SE
C

S
chedule

IX
)

C
ateg

o
ry

of
Short-T

erm
B

orrow
ings

($
T

housands)

W
eighted

M
axim

um
A

verage
average

am
ount

out-
am

ount
out-

interest
B

alance
W

eighted
standing

standing
rate

d
u

r
at

end
of

average
during

the
during

the
ing

the
period

interest
rate

period
p

erio
d

t
3i

p
erio

d
t

3i

Y
e
a
r

ended
D

ecem
ber

31,
1981

A
m

o
u
n
ts

p
ay

ab
le

to
b
an

k
s

$
—

—
$

5,914
$

2,036
18.5%

C
o

m
m

ercial
p
ap

er
$

—
—

$43,000
$10,360

17.3%

O
th

e
r

$
5
,7

5
Q

tli
15.2%

$24,000
$

7,917
15.4%

Y
e
a
r

en
d

ed
D

ecem
b
er

31,
1980

A
m

o
u
n
ts

payable
to

b
an

k
s

$
1,294

18.3%
$

7,192
$

3,075
14.6%

C
o

m
m

ercial
p

ap
er

$
—

—
$96,000

$50,540
11.4%

O
th

e
r

$2400012)
10.8%

$24,000
$

5,063
10.5%

Y
e
a
r

en
d
ed

D
ecem

b
er

31,
1979

A
m

o
u
n
ts

p
ay

ab
le

to
b
an

k
s

$
—

—
$

4,518
$

1,112
12.9%

C
o

m
m

ercial
p
ap

er
$

—
—

$29,000
$

8,956
11.1%

O
th

e
r

$
25

—
$

25
$

13
—

( 1)
Includes

$5,650,000
payable

on
dem

and
to

G
enex

C
orporation

upon
prior

notification.
(2

)
Includes

$10,000,000
payable

on
dem

and
to

G
enex

C
orporation

upon
prior

notification.
$14,000,000

is
payable

to
a

third
party

for
the

500,000
shares

of
com

m
on

stock
of

R
ichm

ond
Tank

C
ar

C
om

pany
purchased

on
D

ecem
ber

5,
1980.

(3
)

T
he

average
am

ount
outstanding

for
each

period
w

as
com

puted
by

using
a

daily
average

during
the

year.
T

he
w

eighted
average

interest
rate

for
each

period
w

as
com

puted
by

w
eighing

the
effective

interest
rate

over
the

year.

S
u
p
p
lem

en
tary

Incom
e

S
tatem

en
t

Inform
ation

(SE
C

S
chedule

X
)

($
T

housands)
Item

C
harged

to
expenses

Y
ears

en
d
ed

D
ecem

b
er

31,
1981

1980
1979

M
ain

ten
an

ce
an

d
rep

airs
$110,320

$108,014
$97,112

R
e
n
ts

$
23,611

$
28,428

$28,153

R
e
se

a
rc

h
an

d
d

ev
elo

p
m

en
t

$
18,286

$
16,411

$13,693

D
irecto

rs
C

harles
F.

B
arber

65
C

hairm
an

and
C

hief
E

xecutive
O

fficer,
A

SA
R

C
O

Inc.
N

onferrous
m

etals
producer

E
velyn

B
erezin

56
P

resident,
G

reenhouse
M

anagem
ent

C
orporation,

venture
capital

investm
ent,

and
P

otech
C

orporation.
consulting;

form
er

D
irector—

L
ong-R

ange
Planning

for
O

ffice
A

utom
ation

S
ystem

s,
B

urroughs
C

orporation;
form

er
P

resident,
R

edactron
C

orporation

tF
letch

er
L.

B
yrom

63
C

hairm
an

of
the

B
oard,

K
oppers

C
om

pany,
Inc.

*D
r

R
ich

ard
M

.
C

y
ert

60
P

resident,
C

arnegie-M
ellon

U
niversity

t*D
ouglas

G
rym

es
68

R
etired

V
ice

C
hairm

an
of

the
B

oard,
K

oppers
C

om
pany,

Inc.

T
errance

H
anold

69
P

resident
and

D
irector,

T
he

A
rter

C
om

pany
C

apital
m

anagem
ent

and
investm

ent

t*C
urtis

E.
Jo

n
es

63
R

etired
P

resident
and

D
irector,

M
ellon

B
ank

N
.

A
.

W
illiam

H
.

K
noell

57
P

resident,
C

hief
E

xecutive
O

fficer
and

D
irector,

C
yclops

C
orporation

B
asic

and
specialty

steels
and

steel
products

t*A
ndrew

W
.

M
athieson

53
Executive

V
ice

President,
R

ichard
K. M

ellon
and

Sons
Investm

ent
m

anagem
ent

t*
N

ath
an

W
.

P
earson

70
Financial

A
dvisor,

Paul
M

ellon
fam

ily
interests

tC
h
arles

R
.

Pullin
58

V
ice

C
hairm

an
of

the
B

oard,
K

oppers
C

om
pany,

Inc.

tE
xecutive

C
om

m
ittee

A
udit

C
om

m
ittee

C
o

rp
o

rate
O

fficers
F

letcher
L.

B
yrom

63
C

hairm
an

of
the

B
oard

(C
hief

E
xecutive

O
fficer)

since
1970.

Joined
K

oppers
in

1947

C
harles

A
.

Pullin
58

V
ice

C
hairm

an
of

the
B

oard
since

1981;
form

erly
P

resident
(C

hief
O

perating
O

fficer)—
R

oad
M

aterials
G

roup
since

1978;
form

erly
V

ice
P

resi
dent

and
G

eneral
M

anager.
Joined

K
oppers

in
1946.

B
urnett

G
.

B
artley,

Jr.
57

D
eputy

C
hairm

an
since

1978;
form

erly
G

roup
V

ice
P

resident,
Joined

K
oppers

in
1949.

W
illiam

B. Jack
so

n
60

D
eputy

C
hairm

an
since

1978;
form

erly
G

roup
V

ice
P

resident.
Joined

K
oppers

in
1943.

B.
O

tto
W

heeley
60

D
eputy

C
hairm

an
since

1978;form
erly

Senior
V

ice
President—

M
arketing

Joined
K

oppers
in

1943

E
d
w

ard
D

.
L

osch
53

P
resident

(C
hief

O
perating

O
fficer).—

O
rganic

M
aterials

G
roup

since
1978;

form
erly

V
ice

P
resi

dent
and

G
eneral

M
anager.

Joined
K

oppers
in

1949.

T
hom

as
M

.
St.

C
lair

46
P

resident
(C

hief
O

perating
O

fficer)—
E

ngineered
M

etal
P

roducts
G

roup
since

1978;
form

erly
C

orporate
C

om
ptroller.

Joined
K

oppers
in

1958.

R
ichard

E.
S

patz
56

P
resident

(C
hief

O
perating

O
fficer) —

F
orest

P
roducts

G
roup

since
1978;

form
erly

V
ice

P
resi

dent
and

G
eneral

M
anager.

Joined
K

oppers
in

1951.

Jack
L. W

ilks
63

P
resident

(C
hief

O
perating

O
fficer)—

R
oad

M
aterials

G
roup

since
1981;

form
erly

V
ice

P
resident

and
M

anager—
O

perations.
Joined

K
oppers

in
1941

R
obert

G
.

W
ilson

59
P

resident
(C

hief
O

perating
O

fficer)
E

ngineering
and

C
onstruction

G
roup

since
1978;

form
erly

V
ice

P
resident

and
G

eneral
M

anager.
Joined

K
oppers

in
1952.

A
.

W
illiam

C
apone

62
S

enior
V

ice
P

resident
since

1978,
C

hief
F

inan
cial

O
fficer;

form
erly

V
ice

P
resident

and
T

rea
surer.

Joined
K

oppers
in

1946

T
hom

as
C

.
C

ochran,
Jr.

61
S

enior
V

ice
P

resident
since

1978;
S

ecretary
and

G
eneral

C
ounsel;

form
erly

V
ice

P
resident,

S
ec

retary
and

G
eneral

C
ounsel.

Joined
K

oppers
in

1956.

T
his

list
reflects

all
title

ch
an

g
es

as
of

F
ebruary

28,
1982.



3
8

K
o

p
p

ers
G

ro
u
p

an
d

C
o
rp

o
rate

S
taff

o
fficers

O
rg

a
n
ic

M
a
te

ria
ls

G
ro

u
p

P
a
u

l
L.

B
o
st

58
V

ice
P

resident
and

G
eneral

M
anager—

Industrial
P

ro
d
u
cts

D
ivision

since
1978,

form
erly

V
ice

P
resid

en
t.

Joined
K

oppers
in

1948.

C
h
arles

P.
D

orsey
54

V
ice

P
resident

and
G

eneral
M

anager—
C

oatings
a
n

d
R

esins
D

ivision
since

1978;
form

erly
V

ice

P
resid

en
t.

Joined
K

oppers
in

1966.

T
h
o
m

as
M

.June
53

V
ice

P
resident

and
G

eneral
M

anager—
B

uilding
M

aterials
D

ivision
since

1978;
form

erly
M

anager.
Jo

in
e
d

K
oppers

in
1951.

L
aw

ren
ce

L.
N

agel
58

V
ice

P
resident

and
M

anager—
O

perations,
In

d
u
strial

P
roducts

D
ivision

since
1978;

form
erly

M
an

ag
er—

F
o
u
n
d
ry

P
roducts,

then
V

ice
P

resi
d

e
n

t
and

M
anager—

T
echnical

S
ervices

Joined
K

o
p

p
ers

in
1949.

D
r.

R
andall

L.C
.

R
ussell

37
V

ice
P

resident
and

G
eneral

M
anager—

C
h

em
ical

D
ivision

since
1978;

form
erly

G
eneral

P
u
rch

asin
g

A
gent,

P
urchasing

and
T

raffic
D

ep
artm

en
t.

Joined
K

oppers
in

1970.

F
ran

cis
J.

Sullivan
57

V
ice

P
resident

and
M

anager—
M

arketing,
In

d
u
strial

P
roducts

D
ivision

since
1978;

form
erly

S
a
le

s
M

anager—
F

oundry
P

roducts
G

roup
Jo

in
e
d

K
oppers

in
1955.

C
h
arles

H
.T

eller, Jr.
39

V
ice

P
resident

and
M

arketing
M

anager—
C

h
em

ical
D

ivision
since

1980;
form

erly
M

an
a
g

e
r.

Joined
K

oppers
in

1970.

G
len

C
.T

enley
54

V
ice

P
resident

and
G

eneral
M

anager—
F

oundry
a
n

d
Industrial

S
upply

D
ivision

since
1980;

fo
r

m
erly

V
ice

P
resident

and
M

anager—
P

urchasing
D

ep
artm

en
t.

Joined
K

oppers
in

1955.

S
u
b
sid

iary
an

d
O

th
er

O
fficers

P
eter

B
arry

54
P

resid
en

t—
T

h
iem

C
orporation,

acquired
by

K
o

p
p

ers
in

1976.

E
d
w

ard
C

.
H

ills
60

P
resid

en
t—

P
arr,

Inc.,
acquired

by
K

oppers
in

1977.

Jo
se

p
h

M
.

M
adeira

45
P

resid
en

t—
U

.S
P

lastic
and

C
hem

ical
C

orpora.
tio

n
,

acquired
by

K
oppers

in
1965.

B
ro

o
k
s

C
.

W
ilson

48
M

an
ag

in
g

D
irector—

K
oppers

A
ustralia

Pty.
Ltd.

Jo
in

e
d

K
oppers

ir
1965.

R
o

ad
M

aterials
G

ro
u

p

R
.

K
enneth

M
acG

regor
59

V
ice

P
resident

and
M

anager—
W

est
C

oast
O

p
er

ations,
and

P
resident

and
G

eneral
M

anager—
Sully-M

iller
C

ontracting
C

om
pany,

acquired
by

K
oppers

in
1978.

F
rederick

C
.

M
oore

48
A

ssistant
to

the
R

oad
M

aterials
G

roup
P

resident.
and

C
hairm

an
of

the
B

oard—
T

he
G

eneral
C

rushed
S

tone
C

om
pany;

form
erly

P
resident

and
G

eneral
M

anager—
T

he
G

eneral
C

rushed
S

tone
C

om
pany,

acquired
by

K
oppers

in
1970.

A
lvin

L. W
alters

53
V

ice
P

resident
and

M
anager—

W
estern

O
p
era

tions;
form

erly
P

resident
and

G
eneral

M
anager

—
W

estern
P

aving
C

onstruction
C

om
pany,

acquired
by

K
oppers

in
1976.

S
u
b
sid

iary
O

fficers

Lloyd
D

. A
hnstedt

49
P

resident
and

G
eneral

M
anager—

W
estern

P
av

ing
C

onstruction
C

om
pany,

acquired
by

K
oppers

in
1976.

M
arvin

E
.

B
row

ning
56

P
resident

and
G

eneral
M

anager—
S

im
J.

H
arris

C
om

pany,
acquired

by
K

oppers
in

1976;
fo

r
m

erly
V

ice
P

resident.

B
roadus

N
.

D
avidson

57
P

resident
and

G
eneral

M
anager—

T
he

K
entucky

S
tone

C
om

pany,
acquired

by
K

oppers
in

1977:
form

erly
V

ice
P

resident—
E

ngineering,
then

E
xecutive

V
ice

P
resident

and
A

ssistant
G

eneral
M

anager.

B
ernard

E.
E

lm
er

54
P

resident
and

G
eneral

M
anager—

T
he

G
eneral

C
rushed

S
tone

C
om

pany;
form

erly
E

xecutive
V

ice
P

resident.

R
oger

W
.

Farris
39

P
resident

and
G

eneral
M

anager—
F

airfield
B

ridge
C

om
pany,

Inc.,
acquired

by
K

oppers
in

1980.

R
o

b
ert

A
.

G
o
o
d

45
P

resident
and

G
eneral

M
anager—

K
aiser

S
and

and
G

ravel
C

om
pany,

acquired
by

K
oppers

in
1977;

form
erly

E
xecutive

V
ice

P
resident.

W
. A

nsel
G

ow
er

57
P

resident
and

G
eneral

M
anager—

B
roderick

and
G

ibbons,
Inc.,

acquired
by

K
oppers

in
1980

G
eo

rg
e

V
.

L
aB

o
n

te,
Jr.

57
P

resident
and

G
eneral

M
anager—

E
chols

B
roth

ers,
Inc.,

acquired
by

K
oppers

‘n
1980.

P
ierce

E
.

M
arks,

Jr.
53

P
resident

and
G

eneral
M

anager—
Ivy

C
orporation,

acquired
by

K
oppers

in
1979,

J.
Paul

M
artin

56
P

resident
and

G
eneral

M
anager—

L
ycom

ing
Silica

S
and

C
om

pany,
acquired

by
K

oppers
in

1966;
form

erly
V

ice
P

resident
and

M
anager

—
P

ennsylvania
for

T
he

G
eneral

C
rushed

S
tone

C
om

pany.

Jack
W

.
M

cM
ichael,

Jr.
58

P
resident

and
G

eneral
M

anager—
T

he
M

cM
ichael

C
om

pany,
acquired

by
K

oppers
in

1979;
form

erly
V

ice
P

resident.

S
idney

E.
Sm

ith,
Jr.

56
P

resident
and

G
eneral

M
anager—

E
rie

S
and

and
G

ravel
C

om
pany

and
Erie

S
and

S
team

ship
C

om
pany,

both
acquired

by
K

oppers
in

1967;
form

erly
V

ice
P

resident—
E

rie
S

and
S

team
ship

C
om

pany,

N
ello

L.T
eer,Jr.

67
P

resident
and

G
eneral

M
anager—

N
ello

L.T
eer

C
om

pany,
acquired

by
K

oppers
in

1980.

C
arl

L.T
odd

60
P

resident—
T

he
S

terling
C

om
panies,

acquired
by

K
oppers

in
1981.

R
aym

ond
C

. W
iley

56
P

resident
and

G
eneral

M
anager—

E
astern

R
ock

P
roducts,

Inc.
and

T
he

B
uffalo

S
lag

C
om

pany,
Inc.,

both
acquired

by
K

oppers
in

1967;
form

erly
V

ice
P

resident
and

G
eneral

M
anager—

E
astern

R
ock

P
roducts,

Inc.

A
.

G
ordon

W
illis, Jr.

60
P

resident
and

G
eneral

M
anager—

C
ulpeper

S
tone

C
om

pany,
Inc.,

acquired
by

K
oppers

in
1974;

form
erly

E
xecutive

V
ice

P
resident.

F
o

re
st

P
ro

d
u
c
ts

G
ro

u
p

Jam
es

R
.

B
atchelder

46
V

ice
P

resident
and

G
eneral

M
anager—

W
estern

W
ood

P
roducts

D
ivision

since
1978;

form
erly

M
anager—

P
lant

S
ervices.

Joined
K

oppers
in

1959.

E
arl

A
. C

lendaniel
51

V
ice

P
resident

and
M

anager—
U

tility
and

H
eavy

C
onstruction

D
epartm

ent,
T

reated
W

ood
P

ro
d

ucts
D

ivision
since

1979;
form

erly
M

anager.
Joined

K
oppers

in
1949.

R
obert

B.
D

ehls
57

V
ice

P
resident

and
M

anager—
T

ransportation
S

ales
and

Planning
since

1978;
form

erly
M

an
ag

er
Joined

K
oppers

in
1950.

R
obert

J.
D

ingm
an

40
V

ice
P

resident
and

G
eneral

M
anager—

A
rchitectural

B
uilding

P
roducts

D
ivision

since
1979;

form
erly

A
ssistant

V
ice

P
resident

Joined
K

oppers
in

1966.

D
onald

G
.

H
allahan

51
V

ice
P

resident
and

M
anager—

M
arketing

since
1978,

form
erly

M
anager.

Joined
K

oppers
in

1958.

R
obert

G
.

H
am

ilton
37

V
ice

P
resident

and
G

eneral
M

anager—
T

im
berlands

and
H

ardw
ood

L
um

ber
D

ivision
since

1979;
form

erly
A

ssistant
V

ice
P

resident.
Joined

K
oppers

in
1969.

John
0.

H
ite,

Jr.
44

V
ice

P
resident

and
G

eneral
M

anager—
S

pecialty
W

ood
C

hem
icals

D
ivision

since
1978,

form
erly

M
anager.

Joined
K

oppers
in

1960.

G
erald

L.
R

eynolds
54

—
V

ice
P

resident
and

M
anager—

R
aw

M
aterials

D
epartm

ent
since

1975;
form

erly
M

anager
Joined

K
oppers

in
1951.

R
obert

K.W
agner

50
V

ice
P

resident
and

G
eneral

M
anager—

T
reated

W
ood

P
roducts

D
ivision

since
1978;

form
erly

V
ice

P
resident.

Joined
K

oppers
in

1953.

S
u
b
sid

iary
O

fficers

C
.

R
.

M
allory

Sm
ith

51
P

resident—
K

oppers
International

C
anada

Ltd.,
a

w
holly

ow
ned

subsidiary
since

1969.
Joined

K
oppers

in
1957.

E
n

g
in

e
e
re

d
M

etal
P

ro
d

u
c
ts

G
ro

u
p

D
onald

L.
D

eV
ries

64
S

enior
V

ice
P

resident
and

consultant—
advisor

to
the

P
resident

since
1978;

form
erly

V
ice

P
resident

and
G

eneral
M

anager—
E

ngineered
M

etal
P

roducts.
Joined

K
oppers

in
1940.

W
alter

C
.

A
rnold

57
V

ice
P

resident
and

G
eneral

M
anager—

C
ontainer

M
achinery

D
ivision

since
1978;

fo
r

m
erly

M
anager.

Joined
K

oppers
in

1962.

H
ugh

J.
B

lecki
51

V
ice

P
resident

and
G

eneral
M

anager—
P

iston
R

ing
and

S
eal

D
ivision

since
1978;

form
erly

V
ice

P
resident—

M
arketing

and
S

ales,
E

ngineered
M

etal
P

roducts.
Joined

K
oppers

in
1956.

G
erald

C
ham

pness
43

V
ice

P
resident

and
G

eneral
M

anager—
M

ineral
P

rocessing
S

ystem
s

D
ivision

since
1980;

for-
—

m
erly

O
perations

M
anager—

S
prout-W

aldron.
Joined

K
oppers

in
1956.

—
R

ichard
E.

H
ug

47
V

ice
P

resident—
K

oppers
since

1973;
P

resident—
E

nvironm
ental

E
lem

ents
C

orporation,
a

subsidiary.
since

1974.
Joined

K
oppers

in
1957.

S
am

uel
W

.
K

oster
62

V
ice

P
resident

and
G

enerai
M

anager—
P

ow
er

T
ransm

ission
D

ivision
since

1978;
form

erly
M

anager,
Joined

K
oppers

in
1974.

L
ester

L.
M

urray
53

V
ice

P
resident

and
G

eneral
M

anager—
S

prout
W

aidron
D

ivision
since

1978;
form

erly
V

ice
P

resident
and

C
hief

E
xecutive

O
fficer—

S
prout

W
aldron

and
C

om
pany,

Inc.,
acquired

by
K

oppers
in

1975.
Joined

Sprout-W
aldron

in
1956.

.E
n
g
in

e
e
rin

g
a
n
d

C
o
n

stru
c
tio

n
G

ro
u
p

Jam
es

A
.

H
arris

47
V

ice
P

resident
and

G
eneral

M
anager

since
1981;

form
erly

V
ice

P
resident—

E
xecutive

D
epartm

ent.
Joined

K
oppers

in
1965.

Jack
D

.
R

ice
60

V
ice

P
resident

and
A

ssistant
G

eneral
M

anager
since

1966.
Joined

K
oppers

in
1946.

C
o

rp
o

rate
S

taff
O

fficers
J.

R
oger

B
eidler

46
-V

ice
P

resident—
Investor

R
elations

since
1980;

form
erly

M
anager.

Joined
K

oppers
in

1960.

Ja
y

A
.B

e
st

48
V

ice
P

resident
and

M
anager—

T
raffic

and
T

ransportation
D

epartm
ent

since
1978;

form
erly

G
eneral

T
raffic

M
anager.

Joined
K

oppers
in

1956.

F
itzh

u
g
h

L.
B

row
n

49
C

om
ptroller

and
A

ssistant
T

reasurer
since

1978;
form

erly
M

anager—
A

dm
inistration,

E
ngineering

and
C

onstruction
G

roup.
Joined

K
oppers

in
1962.

A
rthur

W
. C

ow
les

63
V

ice
P

resident—
E

xecutive
D

epartm
ent

since
joining

K
oppers

in
1965.

F
rank

E.
D

avis,
Jr.

57
V

ice
P

resident
and

M
anager—

A
dvertising

and
Public

R
elations

D
epartm

ent
since

1972.
Joined

K
oppers

in
1962.

W
illiam

T.
H

aw
kins

55
V

ice
P

resident
and

G
eneral

M
anager—

N
atural

R
esources

D
ivision

since
1978;

form
erly

M
an

ager.
Joined

K
oppers

in
1950

Dr. A
lonzo

W
m

.
L

aw
rence

44
V

ice
P

resident—
S

cience
and

T
echnology

since
1981;

form
erly

V
ice

P
resident—

E
nvironm

ental
R

esources
and

O
ccupational

H
ealth

D
epartm

ent
Joined

K
oppers

in
1976

Dr.W
illiam

N
.

M
aclay

57
V

ice
P

resident
and

M
anager—

R
esearch

and
D

evelopm
ent

D
epartm

ent
since

1981,
form

erly
V

ice
P

resident
and

D
irector—

R
esearch.

Joined
K

oppers
in

1959.

John
P.

M
cC

arthy
55

V
ice

P
resident;

C
o-ordinator,

Product
Safety

and
R

egulatory
A

ffairs
for

O
rganic

M
aterials

G
roup

since
1981;

form
erly

V
ice

P
resident

Joined
K

oppers
in

1947.

A
n

d
rew

C
.

M
id

d
leto

n
33

V
ice

P
resident

and
M

anager—
E

nvironm
enta

R
esources

D
epartm

ent
since

1981;
form

erly
M

anager.
Joined

K
oppers

in
1978

A
n

d
rew

J.
P

ep
p
er

58
V

ice
P

resident—
M

anagem
ent

Inform
ation

S
ystem

s,
F

inance
D

epartm
ent

since
1980;

fo
r

m
erly

A
ssistant

V
ice

P
resident

and
D

irector—
S

ystem
s,

M
ethods

and
D

ata
P

rocessing.
Joined

K
oppers

in
1950

John
F.

R
am

ser
49

V
ice

P
resident

and
M

anager—
H

um
an

R
esources

D
epartm

ent
since

1980;
form

erly
A

ssistant
S

ecretary—
L

aw
D

epartm
ent.

Joined
K

oppers
in

1970.

W
alter

R
.V

ogler
58

T
reasurer

since
1978;

form
erly

D
irector—

F
inancial

and
A

dm
inistrative

S
ervices,

F
inance

D
epartm

ent.
Joined

K
oppers

in
1951.

R
aym

ond
R

.
W

ingard
51

V
ice

P
resident

and
M

anager—
M

arketing
S

e
r

vices
and

C
orporate

G
row

th
P

lanning
since

1980;
form

erly
V

ice
P

resident
and

M
anager—

H
um

an
R

esources
D

epartm
ent.

Joined
K

oppers
in

1952.



40

D
e
sc

rip
tio

n
o
f

K
o
p
p
e
rs

B
u
sin

e
ss

O
rg

an
ic

M
aterials

G
ro

u
p

G
e
n

e
ra

l
D

ev
elo

p
m

en
t

of
K

o
p

p
ers

B
u
sin

e
ss

K
o

p
p

ers
C

om
pany,

Inc.
w

as
incorporated

o
n

S
ep

tem
b
er

30,
1944.

Itsu
cceed

ed
by

m
erg

er
to

the
properties

and
business

of
four

p
red

ecesso
r

com
panies.

T
hose

com
panies

g
re

w
logically

out
of

K
oppers

original
b

u
si

n
e
ss,

established
in

1907,
to

design
and

build

ch
em

ical-reco
v

ery
coke

plants
for

the
A

m
eri

c
a
n

steel
industry.

Prior
to

1965,
K

oppers
w

as
highly

d
ep

en

d
e
n
t

upon
its

original
steel

plant
construction

b
u
sin

ess
for

earnings
grow

th.
T

his
accounted

fo
r

as
m

uch
as

40%
of

the
C

om
pany’s

annual

earn
in

g
s.

It w
as

a
cyclical

business
that

had
a

d
isco

n
certin

g
roller-coaster

effect
on

the

C
o
m

p
an

y
’s

p
ro

sp
ects

for
grow

th.
In

1965,
the

C
om

pany
began

to
build

a

m
an

u
factu

rin
g

organization
that

w
ould

p
ro

d
u

c
e

consistent
earnings

grow
th

and
thereby

red
u
ce

K
oppers

d
ep

en
d

en
ce

upon
the

steel

in
d
u
stry

capital
investm

ent
cycle.

K
oppers

to
d
a
y

is
a

diversified
m

anufacturing
co

rp
o

ra

tio
n

offering
specialized

engineering
and

con-

struction
capabilities.

O
ver

the
past

five
years,

its
m

anufacturing
groups

have
provided

nearly
95%

of
its

total
operating

incom
e.

H
eadquartered

in
P

ittsburgh,
P

ennsylvania,
it

has
293

operating
locations

and
m

akes
m

ore

than
100

types
of

products.
P

ursuit
of

the
C

om
pany’s

objective
to

expand
its

m
anufacturing

b
u

sin
esses

to
achieve

consistent
earnings

grow
th

has
been

characterized
by

rising
levels

of
capital

investm
ent.

T
his

expansion
program

has
increased

the
total

investm
ent

in
K

oppers
operations

from
$190

m
illion

in
1964

to
$1,030

m
illion

at
the

close
of

1981.

E
m

p
lo

y
m

en
t

T
he

average
num

ber
of

persons
em

ployed
by

the
C

om
pany

w
as

20,113
in

1981
and

21,029
in

1980.
A

pproxim
ately

8,100
of

the
C

om
pany’s

em
ployees

are
covered

by
146

different
co

l

lective
bargaining

agreem
ents,

scheduled
to

expire
at

various
tim

es
during

the
course

of

the
next

three
years.

S
uccessful

labor
contract

negotiations
w

ere
com

pleted
at

42
locations

in
1981.

R
esearch

an
d

D
ev

elo
p
m

en
t

T
he

C
om

pany
conducts

its
research

activities

at
tw

o
locations

in
suburban

P
ittsburgh,

P
en

n
sylvania

as
w

ell
as

through
special

projects
at

a
num

ber
of

universities
and

at
G

enex
C

o
rp

o
ration.

T
he

corporate
research

laboratories
perform

studies
aim

ed
at

the
exploration

of
advanced

technologies,
the

developm
ent

of
new

products
and

the
im

provem
ent

of
m

an
u

lacturing
p
ro

cesses.
S

pecial
services,

such
as

pollution
control

and
analytical

and
en

g
i

neering
support,

are
provided

to
all

o
p

era

tions
of

the
C

om
pany.

D
evelopm

ent
lab

o
rato

ries
at

several
locations

support
each

of
the

C
om

pany’s
business

segm
ents.

T
he

am
ount

spent
on

research
and

developm
ent

activities

w
as

approxim
ately

$18.3
m

illion
in

1981,
$16.4

m
illion

in
1980

and
$13.7

m
illion

in
1979.

F
inancial

In
fo

rm
atio

n
B

y
In

d
u
stry

S
eg

m
en

t
S

elected
financial

inform
ation

for
each

of

K
oppers

operating
groups

for
a

10-year
period

ap
p

ears
on

page
22.

A
dditional

fin
an

cial
inform

ation
on

the
operating

groups

ap
p

ears
in

the
table

“O
perations

by
B

usiness

S
egm

ents”
on

page
33.

P
aten

ts
an

d
L

icen
sin

g
K

oppers
ow

ns
m

ore
than

900
existing

U
nited

S
tates

patents
and

a
large

num
ber

of
foreign

patents
covering

m
any

products
and

p
ro

c

esses.
S

om
e

of
the

C
om

pany’s
patents

and

technology
are

licensed
to

other
com

panies.

T
he

C
om

pany
m

akes
few

of
its

products

under
licenses

from
other

com
panies

w
ith

respect
to

patents
they

ow
n

or
technology

they
have

supplied.
N

o
single

patent
or

license
is

considered
m

aterial
in

relation
to

the
C

om
pany’s

overall
perform

ance.

P
ro

p
erties

T
he

C
om

pany’s
293

operating
locations

include:
O

rganic
M

aterials,
39;

R
oad

M
ate

rials,
156;

F
orest

P
roducts,

82;
E

ngineered

M
etal

P
roducts,

14;
and

N
atural

R
esources,

2.

E
ngineering,

drafting,
estim

ating,
p
ro

cu
re

m
ent

and
scheduling

personnel
for

the
E

ngi

neering
and

C
onstruction

business
segm

ent

are
headquartered

in
P

ittsburgh,
P

ennsylva

nia.
Field

forces
are

em
ployed

as
they

are

required
for

particular
projects.

In
the

opinion
of

m
anagem

ent,
the

p
ro

duction
capacities

in
K

oppers
various

b
u

si

n
ess

segm
ents

are
adequate

to
operate

at
a

significantly
higher

volum
e

than
n

1981.

O
rganic

M
aterials

B
u
sin

ess

O
rganic

M
aterials

has
interrelated

b
u
sin

esses

using
the

technology
associated

w
ith

the

m
anufacture

and
use

of
products

derived

from
coal.

O
ver

half
of

the
present

product

m
ix

is
m

anufactured
from

coal
or

such
d
eriv

a

tive
products

as
coal

tar
and

naphthalene.

O
ther

lines
serve

specialty
m

arkets.
T

he
group

has
five

operating
divisions

and
three

w
holly

ow
ned

subsidiaries.
Industrial Products

D
ivision

operates
six

—
tar

processing
plants

and
is

a
m

ajor
producer

of
such

coal
tar

derivatives
as:

C
oal

tar
pitches

used
by

the
alum

inum

and
com

m
ercial

carbon
industries

as
binders

in
the

m
anufacture

of
electrodes;

C
reosote,

a
com

plex
m

ixture
of

ch
em

i

cals,
used

prim
arily

as
a

w
ood

preservative,

half
for

F
orest

P
roducts

operations;
and

C
hem

ical
oil,

a
raw

m
aterial

for
K

oppers

chem
icals

operations.
Foundry

and
IndustrialSupply

D
ivision

operates
three

coke
plants

and
is

am
ong

the

largest
m

erchant
producers

of
foundry

coke,

one
of

the
principal

products
used

for
m

elting

m
etal

in
foundries

and
other

industrial
o
p
era

tions.
O

ther
grades

of
coke

are
m

anufactured

for
reducing

iron
ore

in
steelm

aking,
for

m
elt

ing
in

rock
w

ool
operations,

for
nonferrous

m
etal

sm
elting

and
in

sugar
beet

refining.

A
subsidiary

in
the

division,
T

hiem
C

o
r

poration,
produces

binder
system

s
and

coatings
for

m
olding

m
etal

in
foundries,

as

w
ell

as
refractory

system
s

for
casting

iron

and
steel.
C

hem
ical

D
ivision

operates
four

plants

and
is

a
m

ajor
supplier

of
naphthalene

(used

to
produce

phthalic
anhydride

and
agricultural

chem
icals);

phthalic
anhydride

(used
in

the

production
of

alkyd
and

polyester
resins

and

of
plasticizers

for
plastics);

resorcinol
(used

prim
arily

to
produce

adhesives
used

in
rubber

tires
and

lam
inated

w
ood);

antioxidants
(used

in
rubber,

plastics
and

other
products);

and
a

group
of

interm
ediate

chem
icals.

—
C

oatings
and

R
esins

D
ivision

is
a

g
ro

w

ing
supplier

of
polyester

resins
(used

in

glass-reinforced
and

nonreinforced
plastics);

—
bitum

inous
coatings

(for
underground

p
ip

e
lines,

tanks
and

severe
industrial

ap
p

lica

tions);
and

chem
ical-based

coatings
(used

on
sw

im
m

ing
pools,

w
ater

storage
tanks,

sew
age

treatm
ent

facilities
and

m
arine

and

industrial
applications).

B
uilding

M
aterials

D
ivision

m
akes

cold-

applied
roofing

and
m

aintenance
products

to

supplem
ent

high-perform
ance

roofing
and

w
aterproofing

products
based

on
pitches

(prim
arily

com
m

ercial
and

industrial).
T

he

division
also

produces
a

new
phenolic

foam

fire-retardant
insulation

board
in

a
sem

i-

com
m

ercial
plant.

O
ther

subsidiaries
m

anufacture
polyester

button
blanks

and
buttons

and
other

lines

related
to

protective
coatings,

roofing
and

w
aterproofing

system
s.

R
aw

M
aterials

an
d

F
uel

O
rganic

M
aterials

d
ep

en
d

s
heavily

upon

coal
and

coal-derived
products

for
raw

m
aterials.

M
ost

coal
tar

p
ro

cessed
is

p
u
r

chased
from

steelm
aking

operations,
under

contract
arrangem

ents
w

ith
varying

periods

and
conditions.

P
urchasing

agreem
ents

cover

such
other

im
portant

raw
m

aterials
as

coal,

benzene,
orthoxylene

and
additional

m
aterials

from
the

petrochem
ical

industry.
L

ong-term

com
m

itm
ents

for
raw

m
aterials

from
various

sources
of

supply
have

been
m

ade
in

the
past

O
rganic

M
aterials

1981
S

ales
by

E
nd

M
arket

(S
M

illions)
%

C
hem

icals,
P

lastics
and

R
ubber

$205.0
30%

Iron
and

Steel
122.4

18
A

rchitectural
C

onstruction
109.1

16

N
onferrous

M
etals

and
M

ining
939

14

E
ngineered

C
onstruction

59.5
9

L
um

ber
and

W
ood

P
roducts

27.3
4

U
tilities

21.0
3

T
ransportation

162
2

O
ther

23
7

4

$678.1
100%

and

w
ill

continue
to

be
m

ade.
W

ith
existing

arrangem
ents,

no
m

ajor
disruption

of
b
u
si

ness
in

1982
is

expected
as

a
result

of

shortages
of

raw
m

aterials
or

energy.
T

he

group’s
energy

needs
are

supplied
by

natural

gas,
fuel

oil,
coal,

and
coke

oven
gas.

C
o

m
p

etitiv
e

an
d

S
easo

n
al

C
o
n
d
itio

n
s

M
ost

of
O

rganic
M

aterials
products

are
sold

in
highly

com
petitive

m
arkets.

E
xcept

for
c
e
r

tain
proprietary

item
s,

there
are

at
least

five
or

six
suppliers

of
identical

products
in

all
b
u
si

ness
areas,

as
w

ell
as

com
petition

from
alter

native
m

aterials
perform

ing
the

sam
e

function

and
a

substantial
quantity

of
im

ported
m

ate

rial. T
he

principal
factors

in
com

petition
are

price
and

product
perform

ance.
In

a
num

ber

of
cases,

service
also

is
im

portant.
In

certain

product
lines,

K
oppers

has
an

advantage

b
ecau

se
of

m
ultiple

production
locations

or

b
ecau

se
it has

m
anufacturing

plants
near

the

m
arkets

it serves.
In

others,
K

oppers
has

an

advantage
b

ecau
se

of
continuing

internal

requirem
ents

w
ithin

the
group

or
other

K
oppers

operations.
M

ost
of

O
rganic

M
aterials

business
is

not

affected
by

seasonal
variations,

but
w

inter

does
reduce

volum
e

in
certain

roofing,
c
o
a
t

ing
and

other
construction

product
lines.

P
roducts

are
generally

m
arketed

n
atio

n

w
ide

through
the

group’s
sales

organization.

C
ertain

lines
are

m
arketed

through
in

d
ep

en

dent
distributors

and
agents.

T
he

group
m

aintains
substantial

in
v
en

to

ries
of

critical
raw

m
aterials

and
finished

p
ro

d

ucts,
but

it is
not

the
practice

to
carry

c
u

s

tom
er

inventories
or

to
provide

financing.

B
acklog

O
rganic

M
aterials

1981
year-end

backlog
w

as

$88.0
m

illion,
versus

$115.3
m

illion
a

year
e
a
r

lier. T
he

backlog
norm

ally
increases

su
b

stan

tially
during

the
m

onth
of

January,
and

at
the

close
of

January,
1982,

the
backlog

w
as

$305.7
m

illion,
versus

$300.8
m

illion
a

year

earlier.
T

his
is

derived
from

the
detailed

an
al

ysis
of

each
custom

er’s
expected

1982

requirem
ents.

T
he

total
backlog

is
expected

to
be

shipped
during

1982,
although

m
ost

unfilled
orders

are
subject

to
cancellation

at

the
option

of
the

buyer.

M
in

eral
A

ssets



4
3

4
2

R
o
a
d

M
a
te

ria
ls

G
ro

u
p

F
o
re

st
P

ro
d
u
c
ts

G
ro

u
p

R
o
a
d

M
aterials

B
u
sin

ess
R

o
a
d

M
aterials

is
m

ade
up

of
156

dom
estic

facilities
that

serve
roadbuilding

and
co

n
stru

c

tio
n

m
arkets

in
18

states
as

w
ell

as
operations

in
C

entral
and

S
outh

A
m

erica,
A

frica
and

the

M
id

d
le

E
ast.

A
bout

85%
of

sales
are

from

a
g
g
re

g
a
te

s
(crushed

stone,
sand,

gravel
and

s
la

g
),

bitum
inous

concrete,
ready-m

ix
c
o
n

c
re

te
and

paving
services.

T
he

balance
is

fro
m

w
elded

w
ire

fabric
and

related
specialty

p
ro

d
u
cts.

T
he

group’s
civil

construction
services

a
c
c
o
u
n
t

for
37%

of
total

sales
including

som
e

p
ro

d
u
c
t

cost
(paving

m
aterials,

concrete,

e
tc

.).
A

m
ong

th
ese

services
are

road
and

b
rid

g
e

building,
other

paving
activities,

n
o
n

resid
en

tial
building

construction
and

dam

b
u
ild

in
g
.

A
bout

50%
of

R
oad

M
aterials

sales
result

fro
m

publicly
funded

road
m

aintenance
and

co
n

stru
ctio

n
projects.

T
he

rem
ainder

is
from

p
riv

ately
funded

w
ork

in
m

any
segm

ents
of

th
e

construction
m

arket.
T

ransportation
is

a
m

ajor
factor

in
total

p
ro

d
u
c
t

cost.
T

he
delivered

price
doubles

w
h

e
n

crushed
stone

is
transported

20
to

30

m
ile

s.
A

ggregate
m

arkets,
therefore,

are

lo
calized

,
and

the
C

om
pany

generally
su

p

p
lie

s
m

arkets
near

its
quarries

in
C

alifornia,

C
o
lo

rad
o
,

Florida,
G

eorgia,
Indiana,

K
ansas,

K
en

tu
ck

y
,

N
ew

Y
ork,

N
orth

C
arolina,

O
hio,

O
k
lah

o
m

a,
P

ennsylvania,
T

ennessee,
V

irginia

a
n

d
W

yom
ing.

Six
facilities

in
the

S
outheast

a
n
d

S
outhw

est
produce

and
distribute

w
elded

w
ire

fabric
and

other
concrete-reinforcing

and

fo
rm

in
g

accesso
ries.

R
a
w

M
aterials

an
d

F
uel

A
g

g
re

g
a
te

raw
m

aterials
consist

of
sand

and

g
ra

v
e
l,

granite,
lim

estone,
trap

rock
and

sand-

stone,
w

hich
com

e
from

quarries,
m

ines
or

G
reat

L
akes

dredging
operations.

M
ost

of
K

oppers
quarries

are
on

land
either

ow
ned

by

the
C

om
pany

or
held

under
long-term

leases.

Itis
estim

ated
that

the
present

reserves
of

ag
g

reg
ates

w
ill

be
sufficient

for
m

ore
than

25

years
at

current
production

rates.
O

ther
m

ajor

raw
m

aterials
include

asphalt,
slag,

cem
ent

and
steel

rod,
w

hich
are

purchased
from

oil

com
panies,

steel
producers

and
cem

ent

suppliers.
A

dequate
supplies

of
raw

m
aterials

and
fuel

are
expected

to
continue.

Fuel
oil

satisfies
nearly

half
of

R
oad

M
aterials

energy

requirem
ents;

natural
gas

and
diesel

fuel,

each
about

20%
.

R
oad

M
aterials

1981
S

ales
by

E
nd

M
arket

($
M

illions)
%

E
ngineered

C
onstruction

$440.5
81%

A
rchitectural

C
onstruction

89.4
16

A
griculture

3.9
1

O
ther

8.1
2

$541.9
100%

C
o
m

p
etitiv

e
an

d
S

easo
n

al
C

o
n
d
itio

n
s

R
oad

M
aterials

operations
are

geographically

diversified,
w

ith
lim

ited
vertical

integration
w

ithin
individual

regional
m

arkets.
B

ecause
m

ineral
reserves

are
lim

ited
w

ithin
regional

areas,
the

C
om

pany
com

m
only

holds
a

high

share
ot

those
regional

m
arkets

in
w

hich
it

com
petes.
Principal

factors
in

com
petition

are
price

and
service.

P
rices

for
ag

g
reg

ates
are

d
eter

m
ined

by
local

conditions
and

are
not

subject

to
w

ide
fluctuations

created
by

nationw
ide

dem
and,

supply
and

capacity
factors.

Increasingly,
this

business
has

becom
e

service-oriented,
calling

for
on-tim

e
delivery

from
a

guaranteed
source

of
supply.

R
oad

M
aterials

business
is

highly
se

a

sonal,
w

ith
m

ore
than

70%
of

sales
occurring

during
the

peak
construction

period
from

M
ay

ito
N

ovem
ber

30.
P

roduct
inventories

are
controlled

at

volum
es

that
reflect

a
balance

betw
een

the

m
ost

efficient
production

level
and

supplying

peak
dem

and.
Inventories

norm
ally

grow
su

b

stantially
during

spring
m

onths
in

anticipation

of
high

sum
m

er
dem

and,
Itis

not
custom

ary,

how
ever,

to
carry

inventories
or

provide

financing
for

custom
ers.

B
ack

lo
g

R
oad

M
aterials

backlog
at

the
end

of
1981

w
as

$100.8
m

illion,
versus

$106.4
m

illion
a

year
earlier.

T
he

norm
al

tendency
is

for
this

backlog
to

increase
during

the
first

six
m

onths

of
the

year
and

to
decline

thereafter.
O

rders
in

the
backlog

are
considered

firm
,

and
m

ore

than
95%

of
the

year-end
backlog

is
expected

to
result

in
1982

sales.

F
o
rest

P
ro

d
u
cts

B
u

sin
ess

K
oppers

is
a

m
ajor

producer
of

chem
ically

treated
w

ood,
specialty

w
ood-treating

ch
em

i

cals
and

lam
inated

w
ood

products,
supplying

both
U

.S.
and

C
anadian

m
arkets.

C
hem

ical
treatm

ent
of

w
ood

under
pressure

results
in

resistance
to

decay,
to

—
invasion

by
insects

and
to

dam
age

from
fire.

P
roducts

include
railroad

crossties;
utility,

transm
ission,

distribution
and

lighting
poles

and
accesso

ry
equipm

ent;
building

poles
and

tim
bers;

fence
posts;

foundation
and

m
arine

piling;
red

ced
ar

sh
ak

es
and

shingles;
and

construction
lum

ber
and

plyw
ood.

K
oppers

also
provides

contract
w

ood-treating
services

for
industrial

and
com

m
ercial

custom
ers.

C
onventional

w
ood

pressure
treatm

ents
use

creosote,
pentachlorophenol

and
w

aterborne

salt
preservatives.

K
oppers

also
has

p
ro

p
rie

tary
p
ro

cesses
using

specialty
chem

icals
under

such
tradem

arks
as

C
ELLO

N
,

D
R

IC
O

N
,

N
C

X
and

W
O

L
M

A
N

.
K

oppers
also

licenses
these

proprietary
p
ro

cesses
and

their
trad

e
m

arks
and

produces
and

supplies
a

broad
range

of
chem

icals
used

in
pressure

treat
m

ent,
prim

arily
to

the
m

ore
than

80
licensees

using
K

oppers
w

ood-treating
p

ro
cesses

and
tradem

arks.
T

he
C

om
pany

engineers
and

m
an

u
fac

tures
glue-lam

inated
w

ood
products

for
industrial,

com
m

ercial
and

residential
ap

p
lica

tions,
such

as
structural

w
ood

beam
s,

arches,

colum
ns,

girders,
tru

sses
and

lighting
stan

dards,
and

pow
er

transm
ission

structures.
K

oppers
International

C
anada

Ltd.,
a

w
holly

ow
ned

subsidiary,
m

anufactures
lam

i
nated

w
ood

products
and

corrugated
m

etal
pipe

for
sew

er
and

drainage
lines.

U
.S.

saw
m

ills,
operated

prim
arily

to
p
ro

duce
railroad

crossties,
also

m
anufacture

hardw
ood

lum
ber

sold
for

flooring,
furniture,

pallets,
paneling

and
other

end
products.

R
aw

M
aterials

an
d

F
uel

T
im

ber
is

the
m

ain
raw

m
aterial

used
by

For-

—
est

P
roducts.

T
he

m
ajor

requirem
ents

are
E

astern
and

S
outhern

hardw
ood

to
supply

railroad
crossties

and
furniture

products;
and

softw
ood

tim
ber,

prim
arily

S
outhern

yellow

pine
and

W
est

C
oast

species,
to

supply
utility

poles
and

construction
lum

ber.
A

pproxim
ately

10%
of

the
group’s

hardw
ood

and
softw

ood

needs
are

m
et

from
C

om
pany-ow

ned
tim

berlands
or

by
negotiated

cutting
rights.

D
em

and
and

price
for

softw
ood

are
directly

influenced
by

housing.
T

hanks
to

the
breadth

of
K

oppers
product

m
ix

and
location

of
p
ro

cessing
plants,

the
C

om
pany

is
able

to
p
u
r

chase
the

n
ecessary

tim
ber

and
finished

raw
m

aterials.
T

he
long-term

availability
of

E
astern

hardw
ood

is
adequate,

since
the

tim
ber

grow
th

rate
currently

ex
ceed

s
the

rate
of

cut.
P

reservative
raw

m
aterials

are
supplied

from
both

C
om

pany
and

outside
sources.

A

fully
integrated

arsenic
acid

plant
provides

raw
m

aterial
stability

for
W

O
LM

A
N

w
ood

preservatives.
O

n
the

basis
of

B
tu

quantities,
natural

gas

accounts
for

about
40%

of
F

orest
P

roducts

F
orest

P
roducts

1981
S

ales
by

E
nd

M
arket

(S
M

illions)
%

T
ransportation

$144.2
38%

Lum
ber

and
W

ood
Products

82.6
22

U
tilities

55.1
14

A
rchitectural

C
onstruction

53.0
14

E
ngineered

C
onstruction

29.4
8

O
ther

15.5
4

$379.8
100%

fuel,
w

ood
w

aste
for

30%
and

oil
for

25%
.

All

m
ajor

plants
are

equipped
to

operate
on

alter

native
types

of
fuel.

Fuel
supply

is
ad

eq
u
ate

in

all
cases.

In
recent

years,
several

plants
have

developed
w

ood-w
aste

burning
system

s
in

order
to

low
er

costs
and

lessen
risk

of
sh

u
t

dow
n

due
to

lack
of

fuel.

C
o
m

p
etitiv

e
an

d
S

easo
n

al
C

o
n
d
itio

n
s

T
he

w
ood-preserving

industry
is

highly
co

m
petitive

and
fragm

ented.
A

s
the

m
ajor

n
atio

n

w
ide

supplier,
K

oppers
usually

has
co

m
p
eti

tion
from

regional
operators.

In
addition,

treated
and

lam
inated

w
ood

products
co

m
pete

against
such

other
m

aterials
as

steel,
concrete

and
alum

inum
.

Price
and

service
are

the
principal

requirem
ents

for
com

petition.
K

oppers
broad

range
of

products
and

strate
gic

plant
locations

provide
a

significant
co

m
petitive

advantage
in

this
business.

M
ost

products
supplied

by
F

orest
P

ro
d

ucts
are

sold
directly

to
the

end
user

by
the

group’s
sales

force.
M

uch
of

Forest
P

roducts

business
is

seasonal,
since

m
ost

products
are

related
to

the
building

industry.
S

ales
are

reduced
during

w
inter

m
onths,

usually
by

about
30%

,
from

the
peak

level
of

sales
through

sum
m

er
m

onths.
A

lthough
sales

of

lum
ber

are
relatively

stable,
production

is,
for

the
m

ost
part,

controlled
by

w
eather

conditions.
Inventory

represents
a

significant
factor

in
the

total
investm

ent
of

Forest
P

roducts.

S
izable

inventories
m

ust
be

m
aintained

in

som
e

product
areas

to
ensure

prom
pt,

dependable
service.

B
ack

lo
g

F
orest

P
roducts

year-end
backlog

w
as

$88.1

m
illion,

versus
$74.3

m
illion

a
year

earlier.
T

he

total
backlog

is
expected

to
be

shipped
d
u
r

ing
1982

and,
although

all
orders

are
co

n
sid

ered
firm

,
cancellation

can
be

effected
at

any

tim
e

except
on

finished
m

aterial
or

that
in

process.
F

orest
P

roducts
backlog

peaks
in

the
first

quarter,
and

the
high

point
rep

resen
ts

approxim
ately

50%
of

annual
sales

A
cquisition

o
f

T
he

S
terling

C
om

panies
stren

g
th

en
ed

C
olorado

an
d

W
yom

ing
roadbuliding

activities.

S
tro

n
g

er
rem

odeling
an

d
hom

e
addition

m
arkets

resu
lted

In
in creased

u
se

of
p
ressu

re-treated
w

ood.



4
4E
n
g
in

e
e
re

d
M

etal
P

ro
d
u
c
ts

G
ro

u
p

E
n
g
in

eerin
g

an
d

C
o
n
stru

c
tio

n
G

ro
u
p

E
n
g
in

e
e
re

d
M

etal
P

ro
d
u
cts

B
u
sin

ess

E
n
g
in

eered
M

etal
P

roducts
designs

and
m

an

u
factu

res
processing

m
achinery

system
s,

m
ach

in
e

com
ponents

and
environm

ental
c
o
n

tro
l

system
s.

T
hese

b
u
sin

ess
lines

are
g

en
er

a
lly

characterized
by

high-value-added,

p
recisio

n
-en

g
in

eered
,

high-quality
products

d
e
sig

n
e
d

to
rigid

custom
er

specifications.

S
prout-W

aldron
products

include
p
ro

c
e
ssin

g
m

achinery
for

the
form

ula
feed,

food,

ch
em

ical,
pulp

and
paper,

and
other

basic

in
d
u
stries.

S
prout-W

aldron
also

designs
and

b
u
ild

s
com

plete
feed

m
ills,

m
aterial

handling

a
n
d

sto
rag

e
facilities,

pulping
plants

and

in
d
u
strial

processing
installations.

M
ineral

processing
equipm

ent,
such

as

c
ru

sh
e
rs

and
H

ardinge
grinding

m
ills,

is
m

an

u
factu

red
for

the
processing

of
coal

and
for

h
ard

-ro
ck

applications.
K

oppers
m

anufactures
corrugated

c
o
n
ta

in
e
r

m
achinery,

w
hich

converts
kraft

p
a
p
e
r

into
corrugated

board.
T

he
C

om
pany

a
ls

o
m

anufactures
m

achinery
to

m
ake

the

b
o
a
rd

into
finished

containers
for

packaging

p
ro

d
u
c
e
rs.

T
he

C
om

pany
is

a
m

ajor
producer

of

in
d
u
strial

piston
rings

for
diesel

engines
and

sh
a
ft

seals
for

use
in

aircraft
engines,

pum
ps

a
n
d

co
m

p
resso

rs,
as

w
ell

as
seal

rings
for

h
y

d
rau

lic
cylinders,

valves
and

other
in

d
u

s

tria
l

and
aircraft

applications.
K

oppers
supplies

a
broad

range
of

p
o
w

e
r

transm
ission

products,
including

co
u

p1
i n

g
s,

coupling
grease,

ad
ju

stab
le-sp

eed

d
riv

e
s

and
torque

sen
so

rs.
C

ouplings
transm

it

p
o
w

e
r

from
one

rotating
shaft

to
another

and

c
o
rn

p
en

sate
for

m
isalignm

ent.
A

pplications

in
c
lu

d
e

high-speed
co

m
p
resso

rs,
pum

ps,

co
n

v
ey

o
rs,

cranes,
blow

ers,
boiler

feed

p
u
m

p
s,

paper
m

ill
refiners,

and
m

ain
drives

in

s
te

e
l

rolling
m

ills.
E

nvironm
ental

control
capabilities

in
c
lu

d
e

design,
m

anufacture,
erection

and

m
ark

etin
g

of
system

s
for

air
cleaning,

air
h

an

d
lin

g
,

sound
control,

w
ater

treatm
ent

and

w
a
ste

disposal.
P

roducts
include

electrostatic

precipitators,
b

ag
h

o
u

ses
and

other
air

clean

ing
system

s
for

utilities
and

industry;
sound

control
system

s
for

jet
aircraft,

engine
test

facilities
and

g
as

turbine
applications;

w
ater

and
w

astew
ater

treatm
ent

system
s

for
m

unici

pal
and

industrial
plants;

air
handling

m
ech

a

nism
s

and
control

units
for

air
distribution

system
s;

and
w

aste
disposal

equipm
ent

to

com
pact

refuse
and

system
s

to
incinerate

hazardous
m

aterials
and

industrial
w

aste.

T
he

group
also

produces
m

edium
-

and

large-size
gray

iron
and

ductile
castings

for

use
in

various
areas

of
the

E
ngineered

M
etal

P
roducts

and
E

ngineering
and

C
onstruction

G
roups,

as
w

ell
as

selling
castings

directly
to

outside
custom

ers.

E
ngineered

M
etal

P
roducts

1981
S

ales
by

E
nd

M
arket

(S
M

illions)
%

Paper
and

Packaging
$

82.1
24%

M
achinery

35.8
11

Iron
and

Steel
33.7

10
T

ransportation
29.4

9
A

rchitectural
C

onstruction
29.0

8
N

onferrous
M

etals
and

M
ining

28.5
8

A
griculture

27.6
8

U
tilities

15.8
5

C
hem

icals,
Plastics

and
R

ubber
13.7

4

E
ngineered

C
onstruction

11.0
3

O
ther

35.9
10

$342.5
100%

R
aw

M
aterials

an
d

F
uel

Principal
raw

m
aterials,

such
as

m
etal

castings
and

forgings,
are

produced
w

ithin

E
ngineered

M
etal

P
roducts

facilities,
w

ith

som
e

quantities
purchased

from
com

m
ercial

producers.
S

teel
bars,

billets,
plates,

stru
c

tural
form

s
and

alum
inum

are
purchased

from

m
ill

and
w

arehouse
suppliers.

Fuel
oil,

gas

and
electricity

are
the

m
ajor

fuels
used,

and

the
natural

gas
supply

is
backed

up
in

som
e

locations
by

propane
stored

in-plant
and

in

reserve
storage.

C
o
m

p
etitiv

e
an

d
S

easo
n
al

C
o
n
d
itio

n
s

T
here

is
significant

com
petition

in
each

of

E
ngineered

M
etal

P
roducts

business
lines.

C
ertain

of
the

group’s
products

generally
sell

at
prem

ium
prices,

and
K

oppers
strong

m
ar

ket
position

is
b
ased

upon
dem

onstrated
excellence

in
design,

perform
ance,

technical

support
and

other
specific

factors.
Principal

products
and

services
are

d
is

tributed
m

ainly
through

the
group’s

sales

force,
augm

ented
in

som
e

lines
by

agents
and

distributors.
M

ost
business

lines
are

not

affected
by

seaso
n
al

fluctuations,
although

activity
in

certain
environm

ental
control

eq
u

ip

m
ent

lines
is

affected
by

w
inter

slow
dow

ns

in
com

m
ercial

and
m

anufacturing
plant

construction.
W

orking
capital

am
ounts

include
repair

parts
inventories

required
for

field
service

activities,
as

w
ell

as
inventory

parts
kept

on

hand
for

standard
m

achines
to

m
eet

co
m

p
eti

tive
delivery

schedules.
In

certain
lines,

such

as
electrostatic

precipitators
and

sound
c
o
n

trol
products,

w
orking

capital
am

ounts
include

retainages
that

are
receivable

upon
satisfac

tory
perform

ance
of

the
installation.

B
ack

lo
g

E
ngineered

M
etal

P
roducts

backlog
at

the

end
of

1981
w

as
$215.0

m
illion,

com
pared

w
ith

$169.7
m

illion
a

year
earlier.

Total
backlog

is

believed
to

be
firm

,
and

approxim
ately

90%
is

expected
to

be
shipped

in
1982.

N
o

significant

seasonal
factors

influence
the

backlog.

E
n

g
in

eerin
g

an
d

C
o
n
stru

ctio
n

B
u
sin

ess

K
oppers

is
one

of
the

w
orld’s

largest
d

esig
n

ers
and

builders
of

basic
steel

plants,
includ

ing
coke

ovens
and

related
by-product

ch
em

i

cal
plants,

blast
furnaces,

basic
oxygen

furnaces,
continuous

casting
installations,

sin

ter
plants

and
pollution

control
equipm

ent
for

the
steelm

aking
process.

L
icensing

arran
g

e

m
ents

perm
it

the
group

to
m

arket
electric

arc
furnaces

and
related

steelm
akT

hg
equipm

ent

in
the

W
estern

H
em

isphere.
T

he
group

is
engaged,

through
K

B
W

G
asification

S
ystem

s,
Inc.,

in
the

developm
ent

of
engineering

and
construction

services
for

the
production

of
synthetic

fuels
based

on
the

entrained-bed
coal

gasification
process,

to
produce

gas
for

m
edium

-B
tu

industrial
fuels,

for
fuel

to
drive

pow
er-generating

turbines,
for

use
as

chem
ical

feedstocks,
and

for
direct

reduction
of

ores.
T

he
group

also
m

arkets
a

reclaim
er

system
for

bulk
m

aterial
handling.

C
urrent

business
is

directly
related

to
capital

expenditures
in

the
prim

ary
end

of
the

steel
industry.

M
ost

of
the

group’s
annual

sales
volum

e
results

from
w

ork
on

a
relatively

sm
all

num
ber

of
large

contracts,
w

ith
a

m
o

d
est

volum
e

com
ing

from
repair

w
ork

and
replacem

ent
equipm

ent.
Potential

synthetic
fuels

projects
are

dependent
on

actions
by

various
governm

ent
agencies

for
loan

and
price

guarantees.

R
aw

M
aterials

an
d

F
uel

L
arge

quantities
of

structural
and

fabricated
steel,

reinforcing
bar,

refractories,
pipe,

e
le

c

trical
w

ire
and

conduit
are

used
in

the
group’s

construction
w

ork.
T

hese
m

aterials
are

p
u
r

ch
ased

from
others

or
supplied

by
su

b

contractors.
N

o
m

aterial
shortages

a
d

versely
affected

operations
in

1981,
and

it

is
expected

that
ad

eq
u
ate

supplies
w

ill
be

available
in

1982
and

beyond.

C
o

m
p
etitiv

e
an

d
S

easo
n
al

C
o
n
d
itio

n
s

K
oppers

com
petes

against
other

U
.S.

co
n

struction
com

panies
and

against
foreign

design
com

panies
currently

w
orking

in
co

n

junction
w

ith
U

.S.
builders

on
engineering

and

construction
of

dom
estic

steel
plant

projects.

S
everal

large
steel

producers
have

internal

engineering
and

construction
capabilities.

C
om

petition
for

N
orth

A
m

erican
business

has

been
intensified

by
a

lack
of

capital
spending

E
ngineering

and
C

onstruction
1981

S
ales

by
E

nd
M

arket
(S

M
illions)

%

Iron
and

Steel
$55.8

95%
N

onferrous
M

etals
and

M
ining

1.5
3

O
ther

1.3
2

$586
100%

in
the

w
orld

steel
industry.

Price
and

p
erfo

rm

ance
are

m
ajor

determ
inants

in
com

petition,

although
the

am
ount

of
financial

risk
that

the

contractor
is

w
illing

to
assum

e
has

becom
e

a

significant
factor.

E
ngineering

and
co

n
stru

c

tion
services

are
sold

directly
by

the
gcoup’s

sales
organization.

C
ertain

portions
of

any

project
m

ay
be

subcontracted
on

a
project-

by-project
basis.

E
ngineering

and
C

onstruction
b
u
sin

ess
is

seasonal
to

the
extent

that
m

ost
construction

activity
is

subject
to

disruptions
from

sev
ere

w
eather.

E
very

effort
is

m
ade

in
planning

c
o

n

struction
schedules

to
m

inim
ize

the
possible

effects
of

w
eather.

W
orking

capital
em

ployed
in

E
ngineering

and
C

onstruction
w

ork
is

basically
a

function

of
billings

rendered
on

contracts
but

not
yet

received.
T

his
varies

w
ith

the
volum

e
of

c
o

n

struction
under

w
ay

and
also

w
ith

a
recent

tendency
of

custom
ers

to
increase

the
period

betw
een

billing
and

reim
bursem

ent,
p

articu

larly
during

periods
of

high
interest

costs.

B
acklog

T
he

construction
backlog

w
as

$23.5
m

illion
at

the
close

of
1981,

com
pared

w
ith

$58.8
m

illion

a
year

earlier.
T

he
entire

backlog
is

co
n
sid

ered
firm

,
and

nearly
all

of
the

w
ork

is
e
x

pected
to

be
perform

ed
in

1982.
T

he
backlog

is
totally

dependent
upon

the
capital

in
v
est

m
ent

plans
of

the
steel

industry,
w

hich
are

currently
at

a
d
ep

ressed
level.

Potential
exists

for
contracts

involving
engineering

and
c
o

n

struction
of

synthetic
fuels

plants.

P
isto

n
rin

g
s

fo
r

d
iesel

en
g
in

es
are

p
recisio

n
-

en
g

in
eered

to
ex

actin
g

sp
ecificatio

n
s

an
d

critical
to

leran
ces.

‘
r

E
n
g

in
eerin

g
an

d
co

n
stru

ctio
n

cap
ab

ilities
en

co
m

p
ass

a
b
ro

ad
ran

g
e

o
f

ex
p
ertise

vital
to

in
d
u
strial

ex
p
an

sio
n

.
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A
d
d
itio

n
a
l

D
escrip

tio
n

O
f

K
o
p
p
e
rs

B
u
sin

e
ss

E
x
h
ib

its
fo

r
F

o
rm

1
0
-K

L
e
g
a
l

P
ro

ceed
in

g
s

O
n

July
13,

1979,
T

yco
L

aboratories,
Inc.

initi

a
te

d
a

com
plaint

in
the

C
ourt

of
C

hancery
of

N
e
w

C
astle

C
ounty,

D
elaw

are
against

K
o
p
p
ers

and
the

directors
of

C
utler-H

am
m

er,

In
c.

T
he

com
plaint

alleged
essentially

that
the

d
irecto

rs
of

C
utler-H

am
m

er,
in

a
civil

co
n

sp
ir

a
c
y

w
ith

K
oppers,

attem
pted

to
“chill

the
m

ar

k
e
t”

for
C

utler-H
am

m
er

com
m

on
stock

o
w

n
e
d

or
controlled

by
T

yco
in

order
to

deter

fu
rth

er
p

u
rch

ases
by

T
yco

and
thus

to

en
tren

ch
the

existing
m

anagem
ent

of
C

utler-

H
am

m
er.

O
n

M
arch

2,
1981,

the
com

plaint

w
a
s

voluntarily
dism

issed
by

T
yco

w
ith

p
reju

d
ice

to
plaintiffs.

C
om

m
encing

in
1976

and
continuing

into

1
9
8
1
,

a
total

of
27

w
om

en
had

filed
seven

d
if

fe
re

n
t

law
suits

in
the

C
ourt

of
C

om
m

on
P

leas

in
A

llegheny
C

ounty,
P

ennsylvania
claim

ing

d
a
m

a
g
e
s

in
connection

w
ith

the
deaths

of

th
e
ir

husbands,
allegedly

induced
by

em
issio

n
s

from
coke

ovens
built

by
K

oppers

fo
r

its
custom

ers
betw

een
1918

and
1958.

O
f

th
e
se

claim
s,

24
w

ere
finally

dism
issed

on

O
cto

b
er

29,
1981

w
ith

prejudice
to

plaintiffs.

K
o

p
p

ers
insurance

carrier
is

defending
the

rem
ain

in
g

three
suits

w
ith

reservations
of

co
v
erag

e.
K

oppers
believes

that
it has

valid

d
e
fe

n
se

s
to

the
rem

aining
claim

s
(particularly

sin
c
e

K
oppers

never
operated

the
ovens)

or,

altern
ativ

ely
,

that
it

has
insurance

coverage.

K
o

p
p

ers
m

anagem
ent

holds
the

view
that

this

litig
atio

n
w

ill
not

result
in

any
m

aterial
liability

to
K

oppers.
O

n
S

ep
tem

b
er

17,
1981,

K
oppers

filed
a

p
etitio

n
to

the
S

uprem
e

C
ourt

of
the

U
nited

S
ta

te
s

for
review

of
K

oppers
conviction

of

h
av

in
g

en
g

ag
ed

in
a

com
bination

and
co

n

sp
ira

c
y

in
restraint

of
interstate

trade
in

v
io

la

tio
n

of
S

ection
1

of
the

S
herm

an
A

ct.
T

his

co
n

v
ictio

n
w

as
affirm

ed
by

the
U

nited
S

tates

C
o
u
rt

of
A

ppeals
for

the
S

econd
C

ircuit
on

Ju
n
e

29,
1981

and
involved

ch
arg

es
that

K
o

p
p

ers
and

another
com

pany
en

g
ag

ed
in

co
llu

siv
e

bidding
and

geographic
allocation

of

ro
a
d

tar
in

sales
to

the
S

tate
of

C
onnecticut

a
n

d
its

political
subdivisions.

O
n

N
ovem

ber

3
0

,
1981,

the
U

nited
S

tates
S

uprem
e

C
ourt

d
e
n
ie

d
K

oppers
petition.

O
n

O
ctober

8,
1981,

K
o
p
p
ers

ag
reed

to
a

consent
judgm

ent
for

$
1
0
0
,0

0
0

in
a

com
panion

civil
action

arising

o
u
t

of
the

sam
e

investigation
filed

by
the

S
tate

o
f

C
onnecticut

on
A

ugust
14,

1979
in

the
U

n
ited

S
tates

D
istrict

C
ourt

for
the

D
istrict

of

C
o
n
n
ecticu

t.

O
n

A
ugust

7,
1981,

Inland
S

teel
C

o
rp

o
ra

tion
filed

an
action

against
K

oppers
in

the
L

ake
S

uperior
C

ourt,
E

ast
C

hicago,
Indiana,

alleging
that

delay
in

construction
of

a
coke

oven
battery

and
blast

furnace
by

K
oppers

at

Inland’s
Indiana

H
arbor

W
orks

had
cau

sed

Inland
d

am
ag

es
in

the
am

ount
of

$100
m

illion.

V
enue

in
this

action
has

been
m

oved
to

the
La

Porte
C

ircuit
C

ourt,
La

Porte,
Indiana.

K
oppers

m
anagem

ent
and

legal
advisors

believe
there

are
sound

d
efen

ses
against

Inland’s
claim

.

K
oppers

has
counterclalm

ed
to

recover
$17

m
illion

still
unpaid

by
Inland

on
the

contract
(or

construction
of

the
coke

oven
battery

and

blast
furnace.

K
oppers

is
involved

in
environm

ental
proceedings

at
a

sm
all

percentage
of

its
plants.

T
hese

in
the

aggregate
are

not
m

ate
rial

to
the

business
or

financial
condition

of
K

oppers,
nor

w
ill

their
total

cost
to

K
oppers

exceed
10%

of
the

current
assets

of
K

oppers

and
its

subsidiaries
on

a
consolidated

basis.

K
oppers

has
no

reason
to

believe
that

any
governm

ental
authority

w
ill

im
pose

sanctions

in
any

such
proceedings

in
ex

cess
of

$100,000.

E
nvironm

ental,
O

ccu
p
atio

n
al

H
ealth

an
d

S
afety

R
eg

u
latio

n
s

T
he

C
om

pany
is

subject
to

federal,
state

and
local

regulations
on

the
environm

ental
im

pacts
of

solid
w

aste
disposal;

air
and

w
ater

quality
im

pacts
of

its
m

anufacturing
o

p
era

tions;
toxic

su
b
stan

ce
control;

and
o
ccu

p
a

tional
health

and
safety

of
its

em
ployees.

A
bout

$4
m

illion,
or

4.5%
,

of
K

oppers
capital

investm
ents

for
plant

and
equipm

ent
in

1981

w
ent

to
elim

nate
pollution

or
to

bring
it w

ithin

satisfactory
levels.

E
nvironm

ental
im

p
ro

v
e

m
ents

are
expected

to
account

for
a

co
m

p
a

rable
proportion

of
the

total
funds

invested
in

new
facilities

in
1982.

N
o

estim
ates

are
av

ail

able
for

su
b
seq

u
en

t
years.

O
perating

ex
p

en
ses

attributable
to

pollution
control

equipm
ent

are
increasing

at
a

rate
roughly

equivalent
to

the
increases

in
the

cum
ulative

capital
b

ase
of

the
C

om
pany.

A
lthough

en
v
i

ronm
ental

regulations
have

not
yet

had
a

m
aterial

adverse
effect

on
operations,

g
o
v
ern

m
ental

action
has

required
and

m
ay

continue

to
require

the
C

om
pany

to
m

odify,
su

p
p

le
m

ent,
replace

or
abandon

equipm
ent

and
facilities

and
m

ay
delay

or
im

pede
co

n
stru

c
tion

and
operation

of
new

facilities.
T

hese
potential

costs
cannot

be
forecast

w
ith

precision.
K

oppers,
in

com
m

on
w

ith
m

any
other

enterprises,
is

subject
to

evolving
regulations

under
the

federal
O

ccupational
S

afety
and

H
ealth

A
ct.

H
ealth

and
safety

regulations
have

not
m

aterially
affected

the
C

om
pany’s

o
p

era
tions

in
the

past.
Ifthe

stan
d
ard

s
applicable

to

chem
ical

p
ro

cesso
rs

continue
to

be
m

ade
m

ore
stringent,

these
regulations

could
affect

certain
of

K
oppers

b
u

sin
esses

m
ore

signifi

cantly
in

the
future.

S
om

e
asp

ects
of

the
C

om
pany’s

b
u
si

n
ess

w
ill

be
affected

by
U

.S.
E

nvironm
ental

P
rotection

A
gency

(EPA
)

regulations
req

u
ir

ing
prem

arket
disclosure

of
the

potential
health

and
environm

ental
im

pact
of

new
chem

icals
and

environm
ental

and
health

te
st

ing
of

som
e

existing
chem

icals.
T

he
prom

ul

gation
of

stringent
federal

regulations
on

chem
ical

solid
w

aste
disposal

under
the

R
esource

C
onservation

and
R

ecovery
A

ct
w

ill

add
substantially

to
operating

costs
in

a
n
u
m

ber
of

K
oppers

chem
ically

related
b

u
sin

esses

and
m

ay
also

require
som

e
rem

edial
en

v
iro

n

m
ental

cleanup
at

existing
C

om
pany

w
aste

disposal
sites.

In
related

m
atters,

ground

w
ater

quality
investigations

have
been

or
are

being
conducted

at
a

num
ber

of
current

m
an

ufacturing
sites

as
w

ell
as

inactive
plant

sites.

A
s

part
of

its
continuing

review
of

all
pesticides,

the
EPA

has
issued

“R
ebuttable

P
resum

ption
A

gainst
R

e-registration”
notice

against
three

w
ood

preservatives
used

or
p

ro

duced
by

K
oppers—

creosote,
p

en
tach

lo
ro

phenol
and

arsenicals.
T

he
review

process,

w
hich

w
as

begun
in

1978,
m

ay
be

com
pleted

during
1982.

W
hile

the
EPA

has
tentatively

concluded

that
these

w
ood

preservatives
should

be

reregistered,
the

conditions
and

use
restric

tions
of

that
reregistration

have
not

yet
been

settled.
It is

expected
that

the
final

conditions

of
reregistration

w
ill

im
pose

additional
cost

on
the

m
anufacturers

and
users

of
these

preservatives.
H

ow
ever,

K
oppers

believes

that
the

costs
asso

ciated
w

ith
im

plem
enting

the
final

EPA
regulations

w
ill

not
be

su
b
stan

tial.
T

hus
the

m
arket

im
pact

on
these

products

w
ill

be
sm

all
and

w
ill

not
have

a
m

aterial
effect

on
the

C
om

pany’s
earnings.

T
he

follow
ing

ex
h
ib

its
are

included
as

a

p
art

of
th

e
1981

F
orm

10-K
R

ep
o

rt
as

req
u
ired

by
Item

7
of

R
egulation

S-K
.

S
h

areh
o

ld
ers

m
ay

o
b
tain

co
p
ies

of
th

e

ex
h
ib

its
n
o
t

p
resen

ted
h

ere
upon

w
ritten

req
u
est

to:
S

ecretary
,

K
o
p
p
ers

C
o
m

pany,
Inc.,

K
o
p
p
ers

B
uilding,

P
ittsb

u
rg

h
,

Pa.
15219.

E
xhibit

A
—

3.1
K

oppers
C

ertificate
of

Incor

poration,
as

am
ended,

and
the

C
ertificate

of

R
esolution,

dated
D

ecem
ber

16,
1980,

se
t

ting
forth

certain
term

s
of

K
oppers

$10
c
o
n

vertible
preference

stock,
filed

as
exhibits

4.1
and

4.2
to

K
oppers

R
egistration

S
tate

m
ent

N
o.

2-70
174

and
incorporated

herein

by
this

reference.

E
xhibit

B
—

3.2
K

oppers
B

y-L
aw

s
as

am
ended

to
F

ebruary
23,

1981,
filed

as

exhibit
3.1

to
K

oppers
Form

10-0
for

the

quarter
ended

M
arch

31,
1981

and
in

co
rp

o

rated
herein

by
this

reference.

E
xhibit

C
—

10.1
A

n
Incentive

Plan
for

1982

has
been

authorized
by

unanim
ous

action
of

the
B

oard
of

D
irectors

for
92

key
em

ployees,

of
w

hom
22

are
officers

and
tw

o
others

are

officers
and

directors
of

the
C

om
pany,

w
ith

the
follow

ing
m

ethod
of

determ
ining

in
cen

tive
paym

ents:
T

here
shall

be
credited

to
the

incentive
fund

an
am

ount
equal

to
4.3%

of

the
C

om
pany’s

total
incom

e
before

any
p

ro

vision
for

incentive
paym

ents,
interest,

incom
e

taxes
and

extraordinary
item

s,
after

deducting
12%

of
invested

capital
as

defined
in

the
Plan

until
the

fund
reach

es

$1.6
m

illion
and

thereafter,
1.5%

of
incom

e

shall
be

credited
to

the
fund.

T
his

credit
is

not
to

reduce
the

net
incom

e
to

com
m

on

stock
below

an
am

ount
equivalent

to
125%

—
of

the
am

ount
needed

to
cover

the
regular

com
m

on
stock

cash
dividends.

C
alculations

w
ill

be
reported

on
by

the
C

om
pany’s

certi

fled
public

accountants.
P

articipation
in

the

Plan
and

distribution
of

the
fund

to
the

p
artic

ipants
are

determ
ined

by
C

om
pany

m
an

ag
e

m
ent

except
that

participation
by

and
d

istri

bution
to

the
C

hairm
an,

V
ice

C
hairm

an,
D

ep

uty
C

hairm
en

and
the

P
residents

of
the

G
roups

are
determ

ined
by

the
C

om
pensation

C
om

m
ittee

of
the

B
oard

of
D

irectors.
O

nly

officers
and

other
key

em
ployees

are
eligible

to
participate

in
the

Plan.
T

he
m

em
bers

of

the
C

om
pensation

C
om

m
ittee

do
not

partici

pate
in

the
Plan.

E
xhibit

D
—

10.2
K

oppers
D

eferred
C

o
m

p
en

sation
U

nit
Plan.

E
xhibit

E
—

10.3
K

oppers
D

eferred
C

o
m

p
en

sation
Plan

for
D

irectors.

E
xhibit

F—
22.

1
K

oppers
has

the
follow

ing

subsidiaries
w

hose
accounts

are
included

in

its
consolidated

financial
statem

ents.
T

he

C
om

pany
also

has
46

other
subsidiaries,

w
hich

are
not

nam
ed

here
b

ecau
se

all
of

them
,

considered
in

the
aggregate

as
a

sin

gle
subsidiary,

w
ould

not
constitute

a
signifi

cant
subsidiary.

S
ubsidiary

an
d

Ju
risd

ictio
n

of
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S
ig

n
a
tu

re
s

R
e
q
u
ire

d
fo

r
F

o
rm

1
0
-K

P
u
rsu

an
t

to
the

requirem
ents

of
S

ection
13

or
15(d)

of
the

S
ecurities

E
xchange

A
ct

o
f

1934,
K

oppers
has

duly
cau

sed
this

Form
10-K

to
be

signed
on

its
behalf

by
the

u
n
d
ersig

n
ed

,
thereunto

duly
authorized,

on
F

ebruary
22,

1982.

K
o
p
p
ers

C
om

pany,
Inc.

A
.

W
illiam

C
ap

o
n
e

S
en

io
r

V
ice

P
resident

and
C

h
ief

F
inancial

O
fficer

P
u
rsu

an
t

to
the

requirem
ents

of
the

S
ecurities

E
xchange

A
ct

of
1934,

this
Form

10-K

h
a
s

been
signed

below
by

the
follow

ing
p
erso

n
s

on
behalf

of
K

oppers
and

in
the

cap
acities

indicated
on

F
ebruary

22,
1982.

etch
er

L.
B

yrom
C

h
airm

an
of

the
B

oard
of

D
ire

c
t

(C
h
ief

E
xecutive

O
fficer)

F
itzh

gh
L.

row
n

C
o
m

p
tro

ller

R
ich
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p
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P
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L
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C
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b
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R
elations

(E
m

ploym
ent)

L
egal

M
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the
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m
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the
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m
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approxim
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m
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m
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T
o

O
u
r

S
h
a
re

h
o
ld

e
rs:

G
ro

ss
O

p
eratin

g
P

ro
fit

M
argin

(P
ercen

tag
e)

21.2

D
eclining

dom
estic

and
w

orld
econom

ic
activity

since
1979

has
severely

tested
the

ability
of

U
.S.

corporations
to

survive.
T

he
year

just
past

brought
the

greatest

challenges
of

all.
In

1982,
as

in
the

tw
o

preceding
years,

m
anagem

ent
successfully

m
aintained

K
oppers

strong
financial

position
despite

seriously
d
ep

ressed
business

levels
in

a

num
ber

of
our

m
ajor

end
m

arkets. T
hat

su
ccess

dem
anded—

and
got—

stern
m

eas

ures
on

the
part

of
m

anagem
ent.

S
uch

m
easures

point
in

one
certain

direction:

T
he

decisions
carried

out
in

1982,
or

now
in

the
process

of
being

im
plem

ented,
w

ill

m
ake

K
oppers

leaner,
m

ore
aggressive

and
m

ore
profitable.

N
o
n
recu

rrin
g

E
x
p
en

ses
L

o
w

ered
In

co
m

e
W

e
accom

plished
extensive

cost
reductions.

A
num

ber
of

assets
w

ere
sold,

w
ritten

off,
or

w
ritten

dow
n

in
value

at
year

end.
T

his
accounted

for
nearly

one-third
of

the

$46.2
m

illion
(after

taxes)
in

nonrecurring
charges

against
1982

incom
e,

charges
that

produced
a

net
loss

of
$31.1

m
illion

from
continuing

operations.
M

ore
than

one-half
of

the
nonrecurring

charges
resulted

from
recognition

of
the

decline
in

the
value

of
our

R
ichm

ond
T

ank
C

ar
C

om
pany

investm
ent.

T
he

balance
w

as
due

to
severance

and

other
one-tim

e
costs.

H
ow

ever,
the

reported
$1.41

per
com

m
on

share
net

loss
from

continuing
operations

does
not

tell
the

w
hole

story.
C

om
parison

of
total

funds
generated

by
K

oppers
from

all

sources
against

funds
paid

out,
as

discussed
on

page
19,

reveals
a

positive
cash

flow
.

A
s

a
result,

the
C

om
pany

has
adequate

liquidity
to

fund
higher

operating
levels

should
the

expected
econom

ic
recovery

get
under

w
ay

an
d

/o
r

to
increase

capital

expenditures
should

appropriate
grow

th
opportunities

develop.
A

s
in

any
year,

our
1982

perform
ance

m
ust

be
assessed

against
the

background
of

prevailing
business

conditions,
w

hich
w

ere
exceptionally

unfavorable
to

K
oppers

end

m
arkets.
All

of
our

operating
groups

registered
reduced

sales
and

incom
e

in
1982.

T
he

17%

drop
in

K
oppers

sales
w

as
due

prim
arily

to
declines

in
unit volum

es,
although

disposals
and

closings
of

certain
operations

also
contributed.

C
o

st
R

ed
u
ctio

n
s

E
x
ten

siv
e

A
s

the
econom

ic
decline

d
eep

en
ed

during
the

year,
K

oppers
intensified

its
co

u
n

ter

m
easures,

especially
through

efforts
to

low
er

break-even
points

throughout
its

operations.
•

W
e

low
ered

the
num

ber
of

our
em

ployees
by

m
ore

than
20%

.
Total

w
ages

and
sa

la

ries
paid

dropped
by

$47
m

illion.
C

ertain
em

ployee
benefits

w
ere

reduced.

•
W

e
closed

or
sold

m
ore

than
a

dozen
operating

units
in

1982
or

early
1983

and
are

currently
negotiating

the
sale

of
others.

T
hese

w
ere

am
ong

the
“targets

for
co

rrec

tion”
cited

in
our

last
annual

report.
C

ollectively,
they

accounted
for

$7.7
m

illion
in

operating
losses

in
1982

and
have

not
operated

profitably
in

the
past

three
years.

•
W

e
scheduled

a
num

ber
of

other
plants

for
either

shutdow
n

or
substantial

stream

lining
in

1983.
•

In
addition,

w
e

m
ade

provision
at

year
end

for
the

sale
of

the
environm

ental
control

and
m

ineral
processing

equipm
ent

operations.
N

egotiations
for

their
sale

are
still

p
ro

ceeding.
N

evertheless,
accounting

procedures
instruct

that
sales

and
operating

losses,
as

w
ell

as
losses

on
planned

disposal
of

these
businesses,

be
excluded

from

K
oppers

operating
results

in
1982

and
the

tw
o

previous
years.

T
he

after-tax
effect

of

this
provision

further
low

ered
1982

earnings
to

a
$1.67

per
share

loss.
O

n
January

31,
1983,the

B
oard

of
D

irectors
voted

to
low

er
the

quarterly
dividend

to

2
0

from
35g.

P
ostponed

as
long

as
possible,

the
decision

recognized
concern

about

the
prospects

for
a

sustained
econom

ic
upturn.

T
he

im
pact

of
our

cost
reductions

w
ill

grow
in

1983
and

beyond,
especially

as
unit

sales
im

prove.
T

he
chart

at
the

left,
w

hich
traces

the
five-year

relationship
of

K
oppers

C
ost

of
S

ales
to

S
ales,

provides
visible

evidence
of

the
effect

on
1982

results.
In

spite

of
the

continuing
deterioration

in
our

unitsales
over

the
past

three
years,

and
e
sp

e

cially
in

1982,
our

gross
operating

profit
m

argin
(S

ales
less

C
ost

of
S

ales
divided

by

S
ales)

recorded
a

m
odest

im
provem

ent
in

1982.

P
rep

arin
g

fo
r

C
h

an
g

e
W

e
believe

that
our

existing
operational

strengths
w

ill
find

their
best

use
in

those
se

c

tors
of

the
econom

y
that

are
fundam

ental
to

the
nation’s

productive
base,

prim
arily

industries
that

are
vital

to
the

A
m

erican
infrastructure.

It is
m

anagem
ent’s

responsibility,
how

ever,
to

m
onitor

contem
porary

change
and

to

reduce
K

oppers
dependence

on
end

m
arkets

w
ith

dim
inished

grow
th

potentials.
O

ver

the
past

few
years,

alm
ost

all
of

our
sales

have
gone

to
som

e
of

the
m

ost
battered

sectors
of

the
econom

y.
T

hese
sectors

have
rem

ained
in

a
trough

for
m

ost
of

the
past

tw
o

years.
W

hile
w

e

feel
that

their
cycles

w
ill

rise
again,

w
e

do
not

expect
them

to
reach

their
form

er
crests

for
som

e
tim

e
to

com
e.

W
e

have
for

several
years

been
adapting

to
perceived

changes,
a

process
slow

ed

by
the

d
ep

ressed
state

of
the

econom
y.

W
e

w
ill

nevertheless
continue

to
concentrate

on
those

businesses
in

w
hich

our
strengths

give
us

a
unique

com
petitive

position
and

in
w

hich
there

is
good

potential
for

acceptable
grow

th.
T

he
follow

ing
section,

“L
o
o
k

ing
B

ack,
Planning

A
head”,

provides
an

assessm
en

t
of

K
oppers

progress
along

this

front.
A

s
w

e
m

ove
ahead,

w
e

w
ill

profit from
the

m
anagem

ent
philosophy

bequeathed
to

us
by

F
letcher

L.
B

yrom
,

w
ho

retired
as

C
hairm

an
of

the
B

oard
in

1982.
(P

lease
see

page
37.)

T
his

does
not

m
ean

that
w

e
w

ill
be

frozen
in

our
present

position.
N

either

w
ill

w
e

cling
to

traditional
business

segm
ents

w
hen

circum
stances

indicate
that

w
e

should
strike

out
in

new
directions,

de-em
phasizing

areas
w

hose
econom

ic
cycles

ham
per

the
C

om
pany’s

prospects.
In

late
1982,

w
e

signed
a

letter
of

intent
w

ith
the

U
.S.

S
ynthetic

Fuels
C

orporation
for

adequate
loan

and
price

guarantees
to

justify
our

participation
in

a
N

orth
C

arolina

project
for

the
conversion

of
peat

into
m

ethanol.
T

his
project,

w
hich

calls
on

our
K

B
W

coal
gasification

technology,
provides

an
excellent

opportunity,
at

acceptable
risk,

for

K
oppers

to
establish

a
foothold

in
an

em
erging

industry.

T
he

O
utlook

T
he

current
outlook

is
sim

ilar
to

that
w

hich
prevailed

at
this

sam
e

point
in

each
of

the

past
tw

o
years,

w
hen

the
econom

ists’
encouraging

projections
w

ere
dashed

by
the

reality
of

recession.
T

his
coincidence

alone
is

cause
for

concern.
W

e
still

feel
that those

factors
w

hich

K
oppers

m
anagem

ent
can

directly
control

are
m

oving
along

a
favorable

path.
W

e
w

ill

continue
to

operate
as

a
lean

enterprise.
W

e
w

ill
closely

lim
it our

investm
ent

in
fixed

assets
and

w
orking

capital
in

1983
so

long
as

observable
business

conditions
dictate

that
w

e
should

do
so.

W
e

w
ill

further
reduce

operating
costs

and
pursue

vigorous

m
arketing

strategies
to

im
prove

our
m

arket
positions.

W
ithin

this
atm

osphere
of

caution,
there

resides
som

e
reason

for
optim

ism
.

T
he

5k-per-gallon
increase

in
the

federal
tax

on
transportation

fuels
w

ill
im

prove
the

p
ro

s

pects
in

m
arkets

for
our

road
m

aintenance
and

construction
m

aterials
and

services.

Initiation
of

the
N

orth
C

arolina
synthetic

fuels
project

in
1983

w
ould

benefit the
C

o
m

pany
as

supplier,
operator

and
equity

holder.
T

he
recent

declines
in

interest
and

infla

tion
rates

are
certainly

positive
indications.

Still
needed,

how
ever,

is
a

solution
of

the

possible
conflict

betw
een

federal
fiscal

and
m

onetary
policies

that
w

ould
perm

it th
ese

favorable
trends

to
lead

to
a

sustainable
recovery.

Ifthe
dom

estic
econom

y
in

1983
proceeds

on
a

course
of

m
oderate

recovery,
w

hich

the
consensus

now
foresees,

K
oppers

w
ill

show
a

significant
im

provem
ent from

the

d
ep

ressed
results

of
1982.

C
harles

A.Pullin
C

hairm
an

of the
B

oard

21.4
21.3

81
82

C
h
arles

R
.

P
ullin

February
15,

1983
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4L
o
o
k
in

g
B

ack
,

P
la

n
n

in
g

A
h
e
a
d

K
o
p
p
e
rs

rem
ains

convinced
that

the
U

nited
S

ta
te

s,
in

order
to

restore
its

econom
ic

h
e
a
lth

,
m

ust
m

odernize
its

aging
production

b
a
s
e

and
revitalize

the
decaying

elem
ents—

fro
m

highw
ays

to
sew

age
system

s—
that

co
n
stitu

te
its

infrastructure.
T

h
e

table
on

page
7

show
s

that
the

d
iv

er
sifie

d
m

anufacturing
base

K
oppers

has
fo

rm
e
d

now
serves

four
basic

sectors
of

the
e
c
o
n
o
m

y
encom

passing
m

any
of

the
in

d
u

s
trie

s
that

com
pose

the
production

base
and

in
frastru

ctu
re

of
our

nation.
A

s
the

adjacent
charts

show
,

little
p
ro

g
re

s
s

has
been

m
ade

in
the

past
five

years
to

w
a
rd

im
proving

these
fundam

ental
se

g
m

e
n

ts
of

our
econom

ic
society.

H
igh

interest
ra

te
s
,

inflation
and

other
factors

have
held

d
o

w
n

needed
investm

ent.
O

verall
business

v
o

lu
m

e
s

in
the

four
segm

ents
are

m
easured

in
actu

al
and

inflation-adjusted
dollars

and
o
ro

d
u
ctio

n
levels.

N
onbuilding

C
onstruction

activity,
adjusted

fo
r

inflation,
has

been
declining

for
the

past
th

re
e

years.
W

ith
three-fourths

of
all

m
oney

s
p
e
n
t

on
roads

com
ing

from
state

or
local

g
o
v
ern

m
en

ts,
fuel

tax
revenues

have
fallen.

A
rchitectural

C
onstruction

has
stagnated,

s
housing

has
recovered

only
slow

ly.
W

ide
s
p
re

a
d

w
eakness

in
com

m
ercial

and
in

d
u

s
:rial

construction
w

as
m

asked
by

strong
ffic

e
-c

o
m

p
le

x
activity.

M
anufacturers’

C
apital

E
quipm

ent
has

su
ffe

re
d

a
three-year

drop
in

dem
and.

D
ap

acity
utilization

w
ithin

the
m

anufacturing
s
e
c
to

r
has

fallen
to

below
70%

,
a

record.
3

tru
ctu

ral
changes

w
ithin

the
econom

y
are

D
reatin

g
perm

anent
declines

in
num

erous
D

a
sic

industries.
Industrial

P
roduction

in
1982,

adjusted
for

riflatio
n

,
w

as
less

than
in

1977,
as

the
need

a
red

u
ce

inventories
has

cut
output.

T
he

g
re

a
te

st
w

eak
n
esses

w
ere

in
autos

and
co

n
u
m

e
r

durables,
along

w
ith

m
etals

and
build-

rig
products.

C
hanges

and
dislocations

in
e
rta

in
industries

w
ill

not
be

sorted
out

for
e
a
rs

.

N
h
a
t

W
e

H
ave

D
one

n
resp

o
n
se

to
these

and
other

d
ev

elo
p

n
e
n
ts

,
K

oppers
has

reassessed
its

operating
n
d

grow
th

strategies,
w

ithdraw
ing

from
e
a
r
I
y

10
businesses,

selling
or

closing
m

ore
h
a
n

a
dozen

m
arginal

plants
and

reducing
p

e
ra

tio
n

s
at

num
erous

others.
A

t
the

end
of

19
8

2
,

negotiations
w

ere
under

w
ay

to
sell

the
n

v
iro

n
m

e
n

ta
l

system
s

and
m

ineral
process-

$70
(5

Billion)

actual

-
=

—
-
—

Inflation-adjusted

0

78
79

80
81

82

ing
equipm

ent
businesses,

as
w

ell
as

other
C

om
pany

assets.
W

ith
depressed

businesses
stream

lined,
the

C
om

pany
has

fought
to

strengthen
the

m
arket

positions
of

its
core

operations,
determ

ined
to

em
erge

in
better

operating
and

financial
shape

than
w

hen
the

current
recession

began.
O

rganic
M

aterials
continued

to
enhance

its
leadership

position
in

m
ajor

end
m

arkets
for

coal
tar

pitches,
thanks

to
high

product
quality

and
efficient,

w
ell-located

plants.
T

he
group

has
elim

inated
m

arginal
ch

em
i

cal
lines,

shifted
from

petroleum
feedstocks

to
m

ore
internally

generated
raw

m
aterials,

and
slashed

plant
operating

costs.
O

v
er

capacity
in

certain
com

m
odity

chem
icals

is
producing

stiff
price

com
petition.

T
he

group
has

increased
its

share
of

the
foundry

coke
m

arket
through

superior
p
ro

d
uct

quality.
W

eak
dem

and
and

intense
price

com
petition

continue.
Tw

o
m

ajor
new

products—
a

cold-applied
roofing

system
and

phenolic
foam

insulation
—

are
designed

to
strengthen

K
oppers

lead
as

a
supplier

of
prem

ium
building

m
aterials.

W
ith

m
odern

plants,
certain

unprofitable
businesses

elim
inated

and
capacity

utiliza
tion

at
less

than
50%

,
O

rganic
M

aterials
has

0
78

79
80

81
82

the
potential

for
a

dram
atic

earnings
turnaround

during
an

econom
ic

recovery.
R

oad
M

aterials—
T

his
group

has
cut

o
p

er
ating

costs
and

com
peted

strenuously
for

available
business.

E
m

phasis
on

greater
integration

of
certain

regional
operations

has
helped

to
expand

K
oppers

position
from

a
supplier

of
crushed

aggregates
into

ad
d
i

tional
m

aterials
processing

and
into

co
n

struction
contracting

services.
T

he
group

has
w

ithdraw
n

in
recent

years
from

four
geographic

m
arkets

that
no

longer
fit

its
strategies

and
w

ill
continue

to
explore

opportunities
in

new
,

fast-grow
ing

regions.
F

orest
Products—

T
o

im
prove

its
return

on
investm

ent,
this

group
has

closed
or

is
sell

ing
eight

U
.S.

treating
plants,

sold
C

anadian
spruce

lum
ber

operations
and

w
ithdraw

n
from

the
C

anadian
w

ood-treating
m

arket.
H

ardw
ood

tim
berlands

and
saw

m
ills

are
being

disposed
of.

Internally
developed

w
ood-w

aste
burning

system
s

now
save

m
ore

than
$4

m
illion

annually
in

plant
fuel

costs.
Plant

productivity
has

steadily
im

proved.
Forest

P
roducts

has
m

aintained
its

lead
er

ship
in

w
ood

treatm
ent

and
w

ood-treating
chem

icals.
T

hat
position

could
im

prove
as

other
com

panies
w

ithdraw
in

the
face

of
com

petitive
or

environm
ental

problem
s

and

$220
($
B

i
l
l
i
o

actual

,
—
-
-

inflation-adjusted

0
78

79
80

81
82

w
ith

the
favorable

acceptance
of

new
products.

E
ngineered

M
etal

P
roducts—

T
his

group
is

being
stream

lined.
T

he
C

om
pany

has
sold

or

closed
several

plants
and

disposed
of

one
business.

A
s

noted
earlier,

w
e

are
in

the
process

of
negotiating

to
sell

the
environ

m
ental

system
s

and
m

ineral
processing

equipm
ent

operations.
T

he
container

m
achin

ery
business

has
been

scaled
back

to
su

p

ply
spare

parts
and

selected
m

achinery.
T

he
group’s

strongest
product

lines
are

intact.

A
new

piston
ring

plant
w

ill
im

prove
o
v
er

all
efficiencies

and
help

to
advance

K
oppers

technological
lead

in
the

diesel
engine

industry.
B

ackw
ard

integration
has

increased

the
value

added
in

our
pow

er
transm

ission

couplings
operations.

Sprout-W
aldron

has
greatly

m
odernized

and
expanded

its
facilities

for
the

production

of
m

aterials
processing

equipm
ent.

Its
im

proved
technology

for
the

pulp
and

paper

industry
has

firm
ly

established
K

oppers

w
orld

leadership.
E

ngineering
and

C
onstruction—

T
his

group

has
been

hard
hit

by
the

prolonged
depression

in
the

dom
estic

steel
industry.

W
ith

virtually
no

backlog
of

steelm
aking

p
ro

j

ects,
the

group
has

cut
em

ploym
ent

by

330
(1
9

7
2

=
1

0
0

)
_
,
.
.
m

h
h

h
u

I
I
I
.
.
I
.
.
.

Inflated
index

actual
index

0
78

79
80

81
82

about
60%

in
the

past
year.

C
apabilities

are

now
concentrated

on
the

synthetic
fuels

p
ro

ject
in

w
hich

K
oppers

w
ill

hold
a

m
ajor

equity
position.

K
o
p

p
ers

P
ro

sp
ects

In
the

short
run,

K
oppers

w
ill

be
sm

aller
and

m
ore

concentrated
in

businesses
in

w
hich

its

leadership
derives

from
efficient

plants,
low

production
costs,

high
product

quality
and

strong
m

arket
shares.

It w
ill

be
a

m
ore

p
ro

f

itable
com

pany,
w

ell-arm
ed

to
com

pete
in

an

uncertain,
potentially

volatile
econom

y.

T
he

C
om

pany
could

resum
e

its
profitability

in
1983

if
interest

rates
continue

dow
nw

ard

and
if

trends
currently

in
m

otion
continue

favorable
in

certain
of

the
econom

ic
sectors

in
w

hich
K

oppers
is

positioned.
T

hese
are

discussed
in

the
charts

above.
A

lso
prom

ising
is

the
possible

investm
ent

in
a

synthetic
fuels

project
in

N
orth

C
arolina.

Initially,
K

oppers
w

ill
receive

design,
en

g
i

neering
and

construction
revenues

that
could

total
$200

m
illion

in
the

next
three

years.
Site

preparation
w

as
started

in
1982,

w
ith

o
p

era

tion
scheduled

to
begin

in
1986.

T
he

unit
w

ill

convert
peat

into
about

60
m

illion
gallons

of

m
ethanol

annually
for

use
as

a
m

otor
fuel

or

as
an

additive
to

raise
the

octane
rating

of

gasoline.

V
enture

C
apital

In
v
estm

en
ts

For
som

e
years

to
com

e,
the

largest
share

of

our
strength

and
grow

th
w

ill
derive

from
the

businesses
w

e
have

in
place

today,
su

p
ported

by
the

m
ost

m
odern

and
efficient

physical
plant

in
our

history
and

by
a

rep
u
ta

tion
for

quality
and

m
arket

leadership.

W
e

are
still

convinced
that

energetic

developm
ent

of
our

existing
capabilities

w
ill

bring
forth

opportunities
for

long-term

grow
th.

In
addition,

w
e

have
invested

in
v
en

ture
capital

operations
to

expand
our

tech
n
o

logical
scope.

T
hese

continued
to

progress

in
1982.
G

enex,
w

ith
K

oppers
ow

ning
a

m
ajor

share,
is

a
leading

genetic
engineering

o
rg

a

nization.
G

enex
has

tw
o

products
in

pilot

production
and

has
a

high
level

of
research

under
w

ay.
D

N
A

P,
active

in
agricultural

biotechnology,

is
carrying

on
research

for
m

ajor
food

co
m

panies
to

develop
new

,
disease-resistant

varieties
of

tom
atoes,

coffee,
sugar

cane,

tobacco
and

other
plants.

E
ngenics

concentrates
on

translating
lab

o

ratory
results

in
genetic

engineering
into

production,
m

oving
through

process
design

and
scale-ups

into
full-scale

m
anufacturing

aided
by

continuous
analytical

hardw
are.

C
eram

atec,
a

researcher-m
anufacturer

in

high-technology
ceram

ics,
carries

out
industry

and
governm

ent
projects

covering
a

range
from

m
icroelectronics

to
aero

sp
ace

fuel
cells

and
high-tem

perature
diesel

engines.
E

O
T

ec
is

a
leader

in
fiber

optics
research

in
com

m
unications,

sensors
and

specialty

glass.
Itdevelops

and
sells

short-range
data

cables
for

process
controls

and
com

puter-

netw
orking.

It
also

offers
proprietary

tech
n
o
l

ogy
for

telecom
m

unication
netw

orks.

A
m

erican
R

obot
is

a
developer

of
electric

m
otor

drive
robots

for
the

high-precision

electronics
and

auto
industries.

“M
ER

LIN
,’

its
m

odular,
expandable

robot
line,

w
on

acclaim
after

its
com

m
ercial

introduction.

M
E

T
C

A
L

produces
space-age

m
etallurgi

cal
m

aterials
w

ith
unique

energy
and

p
ro

c

ess
control

efficiencies.
It com

bines
exotic

m
etallic

m
aterials

into
heating

elem
ents

and

electrical
connections

that
can

reach
a

given

tem
perature,

sense
it,

and
then

self-regulate

to
reduce

pow
er.

W
e

rem
ain

confident
that

K
oppers

w
ill

continue



K
o
p
p
e
rs

O
p
e
ra

tin
g

R
e
su

lts
b
y

B
u
sin

e
ss

S
e
g
m

e
n
ts

O
p
eratin

g
Incom

e

($
M

illions)
Y

ear
S

ales
(L

o
ss)

D
uring

1982
N

ear-T
erm

O
utlook

O
rg

a
n
Ic

82
$

535.3
$

8.5
Incom

e
declined

as
w

eak
dem

and
reduced

M
ajor

en
d

m
ark

ets
co

n
tin

u
e

d
ep

ressed
.

M
a
te

ria
ls

81
$

678.1
$

29.2
sales.

N
onrecurring

expenses
low

ered
Im

proving
sig

n
s

in
au

to
,

tire,
alum

inum
,

incom
e

in
each

year.
C

hem
ical

plant
capac-

co
n
su

m
er

d
u
rab

ies
p
ro

d
u
ctio

n
co

u
ld

ity
utilization

fell
to

42%
.

D
rop

in
furnace

b
eg

in
in

co
m

e
tu

rn
aro

u
n
d
.

L
ow

er
in

terest

coke
sales

deepened
losses.

B
inder

pitch
rates

w
ould

aid
building

m
aterials

volum
e

w
as

off
38%

;
creosote,

21%
.

Favor-
u
p
tu

rn
,

in
tro

d
u
ctio

n
of

new
foam

in
su

la

able
m

ix
in

coatings,
polyester

resins
tion

p
ro

d
u
cts.

C
o
st

red
u
ctio

n
s

w
ill

co
n
-

im
proved

incom
e.

N
ew

foam
insulation

trib
u
te

to
reco

v
ery

.

product
w

as
introduced.

R
o
a
d

82
$

485.9
$

38.9
S

evere
w

eather
in

W
estern

m
arkets,

w
eak

G
aso

lin
e

tax
in

crease
w

ill
ad

d
$4.4

billion

M
a
te

ria
ls

81
$

541.9
$

57.9
dem

and
in

nonbuilding
construction,

non-
annually

to
fed

eral
fu

n
d
s

fo
r

highw
ay

recurring
expenses

resulted
in

low
er

earn-
an

d
ro

ad
Im

p
ro

v
em

en
ts

startin
g

in
1983.

ings.
Intense

com
petition

offset
cost

reduc-
G

ains
In

h
o
u
sin

g
co

n
stru

ctio
n
,

low
er

tions.
S

hipm
ents

of
aggregates

fell
10%

,
in

terest
rates

sh
o
u
ld

lead
to

pickup
in

Incom
e

also
w

as
reduced

by
low

er
overseas

o
th

er
nonbuilding

co
n
stru

ctio
n
.

construction
volum

e.

F
o
re

s
t

82
$

297.1
$

10.3
W

eak
dem

and
in

railroad,
utility,

construction
L

ow
er

railroad
carlo

ad
in

g
s

point
to

co
n
-

P
ro

d
u
c
ts

81
$

379.8
$

42.9
m

arkets
low

ered
sales

and
incom

e
in

the
tin

u
ed

low
cro

sstie
sales.

E
arly

sig
n
s

are

treated-w
ood

business.
C

ost
reductions

visible
of

im
proving

railro
ad

sh
ip

m
en

ts.

helped
offset

low
er

crosstie
shipm

ents.
A

ctio
n
s

to
clo

se
m

arginal
p
lan

ts,
o
th

er

.
D

epressed
dem

and
for

w
ood-treating

chem
i-

co
st

red
u
ctio

n
s

sh
o
u
ld

b
en

efit
p
erfo

rm

cals
began

to
im

prove
near

year
end.

Plant
an

ce.
L

ow
er

in
terest

rates
sh

o
u
ld

ren
ew

closings,
other

nonrecurring
expenses

cut
d
em

an
d

fo
r

treated
lum

ber,
w

o
o
d
-

incom
e,

treatin
g

ch
em

icals.
-

E
n
g
in

e
e
re

d
82

$
215.5

$
4.9

D
em

and
fell

for
industrial

capital
equipm

ent,
W

ith
b
ack

lo
g
s

low
in

m
o
st

p
ro

d
u
ct

lines,

M
e
ta

l
81

$
233.6

$
13.4

com
ponents.

Incom
e

w
as

penalized
also

by
1983

Im
p
ro

v
em

en
t

w
ill

rely
on

fav
o
rab

le

P
ro

d
u
c
ts

disposal
of

businesses,
severance,

other
Im

pact
of

d
isp

o
sals,

o
th

er
co

st
re

d
u
c

nonrecurring
charges.

R
esults

rose
in

tio
n
s,

m
o
d
erate

d
em

an
d

u
p
tu

rn
.

F
uture

Sprout-W
aldron

as
dem

and
w

as
high

for
im

p
ro

v
em

en
ts

w
ill

resu
lt

from
reco

v
eries

advanced
pulping

system
s

for
paper

indus-
In

su
ch

in
d
u
stries

as
paper,

d
iesel

an
d

try.
Piston

rings,
couplings,

container
aircraft

en
g
in

es,
fo

o
d

an
d

grain
p
ro

c

m
achinery

operated
at

low
er

levels.
essin

g
,

p
etro

leu
m

,
steel.

E
n
g
in

e
e
rin

g
82

$
32.9

$(16.3)
D

epressed
conditions

in
steel

industry
L

ow
cap

acity
utilization

in
steel

industry,

a
n
d

81
$

58.6
$

(7.6)
resulted

in
lack

of
new

contracts
in

1982.
In

ten
se

co
m

p
etitio

n
are

ex
p
ected

to
hold

C
o
n
stru

c
tio

n
S

ales
fell

to
substantially

less
than

break-
co

n
stru

ctio
n

volum
e

at
a

low
level.

even.
M

uch
of

loss
w

as
from

severance
A

n
ticip

ated
start

of
N

orth
C

arolina

costs.
C

apabilities
are

now
concentrated

on
sy

n
lu

els
p
ro

ject
could

h
elp

co
n
stru

ctio
n

potential
synthetic

fuels
project.

volum
e

during
1983-1985.

M
isc

e
lla

n
e
o
u
s

82
$

18.5
$(46.0)

S
lack

dem
and

in
utility,

other
m

arkets
R

eco
v
ery

sh
o
u
ld

im
p
ro

v
e

d
em

an
d

for

81
$

17.7
$

6.9
reduced

incom
e

from
coal

operations.
L

oss
coal.

A
g
reem

en
t

on
loan

an
d

p
rice

g
u
a
r

resulted
from

w
rite-dow

n
of

investm
ent

in
an

tees
for

sy
n
th

etic
fu

els
p
ro

ject
could

R
ichm

ond
T

ank
C

ar
C

om
pany,

developm
ent

resu
lt

in
eq

u
ity

in
v
estm

en
t.

M
ethanol

costs
on

synthetic
fuels

project.
seen

as
em

erg
in

g
tran

sp
o
rtatio

n
fuel.

T
o
ta

l
82

$1,585.2
$

0.3
81

$1,909.7
$142.7

82
$

25.5
G

eneral
C

o
rp

o
rate

O
v
erh

ead

81
$
2
2
.5

82
$(25.2)

Incom
e

(L
o
ss)

B
efo

re
In

terest
E

x
p
en

se
an

d
In

co
m

e
T

axes

81
$120.2

K
o
p
p
ers

S
a
le

s
to

M
ajo

r
E

co
n
o
m

ic
S

e
c
to

rs
A

s
the

follow
ing

table
show

s,
K

oppers
sales

go
to

four
broad

segm
ents

of the
U

.S. econom
y. T

he

specific
end

m
arkets

w
ithin

each
segm

ent that
are

m
ost im

portantto
K

oppers
are

listed
in

parentheses.

($
M

illions)
Y

ear
S

ales
%

T
otal

D
uring

1982
N

ear-T
erm

O
utlook

N
onbuilding

82
$711.4

44.9
Total sales

in
the

nonbuilding
con-

T
he

new
ly

en
acted

tran
sp

o
rtatio

n

C
o
n
stru

ctio
n

81
$824.3

43.2
struction

sector
fell

by
nearly

5%
in

fu
els

tax
w

ill Im
prove

state
an

d

(P
roducts

and
construction

inflation-adjusted
dollars.

H
ighw

ay
local

financing
fo

r
highw

ay
co

n
-

services
used

in
highw

ays,
roads,

spending
continued

near
the

sam
e

stru
ctlo

n
an

d
m

ain
ten

an
ce,

w
ith

bridges,
streets

and
such

other
low

level as
the

previous
year, w

eak-
th

e
g
reater

effect
to

start
in

th
e

infrastructure
facilities

as
ening

dem
and

for
aggregates.

Steel
last

half
of

1983. S
teel

In
d
u
stry

railroads,
utilities

and
pipelines;

industry
expenditures

w
ere

slightly
in

v
estm

en
t w

ill rem
ain

ex
trem

ely

iron
and

steel)
higher

than
in

1981, but projects
in

low
b
ecau

se
of

co
n
tin

u
ed

fin
a
n

prim
ary

production
m

etw
ith

delays
cial w

eak
n
ess

an
d

m
arginal

o
p
e
r

and
cancellations.

R
ailroads

and
ating

rates.R
ailroads

an
d

utilities

utilities
curtailed

spending
for

m
ainte-

are
ex

p
ected

to
m

ake
fu

rth
er

nance
and

new
facilities,

reduced
cu

tb
ack

s
in

ex
p
en

d
itu

res
b
efo

re

sales
of treated

w
ood

products,
reco

v
ery

stim
u
lates

an
u
p
tu

rn
In

d
em

an
d
.

A
rch

itectu
ral

82
$217.2

13.7
H

ousing
starts

w
ere

atdepressed
N

ew
h
o
u
sin

g
starts

are
fo

recast

C
o
n
stru

ctio
n

81
$273.9

14.3
levels

for
m

ost ofthe
year, w

ith
to

rise
25%

to
30%

in
1983, w

Ith

( B
uilding

m
aterials

for
expenditures

dow
n

16%
for

new
d
eferred

d
em

an
d

su
p
p
o
rted

by

com
m

ercial,
industrial

and
hom

es,
additions

and
alterations.

low
er

m
o
rtg

ag
e

rates
an

d

residential
structures)

O
ffice

building
construction

peaked
im

proving
real

in
co

m
es.T

he

w
ith

a
30%

rise
during

the
year,

but
office

building
boom

h
as

en
d
ed

,

m
ost other

areas
of

nonresidential
w

ith
activity

ex
p
ected

to
d
ro

p

building
activity

declined
from

the
by

10%
o
r

m
ore.T

he
to

tal
of

previous
year’s

levels.
O

verall
reduc-

n
o
n
resid

en
tial

building
w

ill
b
e

lion
in

architectural
construction

low
er

after
ad

ju
stin

g
fo

r
inflation.

activity
w

as
m

ore
than

7%
in

1982,
T

his
Is

ex
p
ected

to
Include

a
d
ro

p

resulting
in

general
w

eakness
for

in
new

facto
ry

co
n
stru

ctio
n
,

.
C

om
pany’s

construction
products.

sto
res,sch

o
o
ls, h

o
sp

itals, o
th

er

ty
p
es

of
buildings.

M
anufacturers’

82
$215.6

13.6
B

usinesses
reduced

new
equipm

ent
M

ajor
cap

acity
ex

p
an

sio
n
s

w
iil

C
apital

81
$233.7

12.2
investm

ents
by

6%
to

7%
because

of
n
o
t
b
e

trig
g
ered

until
o
p
eratin

g

E
q
u
ip

m
en

t
w

eak
end-m

arket dem
and

and
low

er
rates

clim
b

su
b
stan

tially
higher.

(C
om

ponents
and

m
achinery

profits.
C

apacity
utilization

dropped
R

eal
in

terest
rates

rem
ain

high

used
in

paper
and

packaging,
to

the
low

estlevel
in

nearly
40

years
an

d
cash

flow
, th

o
u
g
h

ex
p
ected

transportation,
agriculture,

and
borrow

ing
costs

w
ere

high
to

im
prove,is

stillslu
g
g
ish

.

food
and

grain
processing,

throughout the
year, further

eroding
R

eco
v
ery

in
capital

eq
u
ip

m
en

t

steel,
pipelines)

incentives
to

expand.
m

ark
ets

Is
n
o
tfo

reseen
b
efo

re

late
1983

o
r

1984.

industrIal
82

$441.0
27.8

Total
industrial

output dropped
8%

,
In

d
u
stry

o
u
tp

u
t

Is
fo

recast
to

rise

P
ro

d
u
ctIo

n
81

$577.8
30.3

but declines
w

ere
even

m
ore

severe
2%

to
3%

in
1983. A

uto
sales

are

( P
roducts

used
by

producers
for

a
num

ber
of key

m
arkets:

auto-
ex

p
ected

to
in

crease
by

ab
o
u
t

of chem
icals,

plastics,
m

obiles,
basic

chem
icals,steel

m
ills,

o
n
e

m
illion

units, m
ostly

d
o
m

es-

rubber,
lum

ber
and

w
ood,

foundries,
alum

inum
,

railroad
equip-

tic
p
ro

d
u
ctio

n
. S

teel
an

d
iron

ferrous
and

nonferrous
m

ent,
m

etal
m

ining. C
oal

m
ining

and
castin

g
s

m
ark

ets
sh

o
u
ld

b
o
u
n
ce

m
etals,

m
ineral ores)

utilities
held

abouteven
w

ith
the

pre-
b
ack

from
d
ep

ressed
levels.

M
o
d

vious
year’s

output,
butall other

sec-
crate

im
p
ro

v
em

en
tIs

ex
p
ected

tors
declined.

Prices
w

ere
w

eaker
for

fo
r

paper,chem
icals, tires

an
d

m
ost C

om
pany

products
sold

to
the

rubber,
lum

ber
an

d
coal, b

u
t

industrial
sector.

reco
v
ery

in
th

e
m

ach
in

ery
secto

r

is
likely

to
lag.

T
otal

S
ales

82
$1,585.2

100%
81

$1,909.7
100%



8S
h
a
re

h
o
ld

e
r

In
fo

rm
a
tio

n

M
a
rk

e
t

for
K

oppers
C

om
m

on
S

tock
and

R
e
la

te
d

S
ecurity

H
older

Inform
ation

K
o
p
p
e
rs

com
m

on
stock,

$1.25
par

value,
is

p
rin

cip
ally

traded
on

the
N

ew
Y

ork
S

tock

E
x
ch

an
g
e

and
is

listed
also

on
the

M
idw

est

a
n
d

P
acific

stock
ex

ch
an

g
es.

T
he

tables

b
e
lo

w
present

its
high

and
low

m
arket

p
ric

e
s,

and
dividend

inform
ation.

C
ash

d
iv

id
e
n
d
s

have
been

paid
on

th
ese

sh
ares

e
v
e
ry

year
since

1944,
the

year
the

C
o
m

p
a
n
y

w
as

incorporated.

L
ong-term

debt
agreem

ents
and

the
term

s

o
f

K
o
p
p
ers

cum
ulative

preferred
stock,

$100

p
a
r

value,
4%

S
eries,

and
K

oppers
$10

c
o
n

v
e
rtib

le
preference

stock,
no

par
value,

in

c
lu

d
e

certain
restrictive

covenants.
T

hese,

a
m

o
n
g

other
things,

prohibit
certain

ag
g
re

g
a
te

am
ounts

of
the

C
om

pany’s
dividends

a
n
d

distributions
on

its
stock

from
exceeding

sp
e
c
ifie

d
levels.

T
he

m
ost

restrictive
p
ro

v
i

s
io

n
,

contained
in

a
long-term

debt
a
g
re

e

m
e
n
t

that
m

atures
in

the
year

1998,
p
erm

it

te
d

$
1
1
0
,0

3
5
,0

0
0

of
consolidated

earnings

re
ta

in
e
d

in
the

business
to

be
available

for

c
a
s
h

dividends
in

1982.

C
ontinuing

G
row

th
of

P
articip

atio
n

in
D

ividend
R

einvestm
ent

P
lans

M
ore

than
14%

of
K

oppers
shareow

ners

participated
in

the
C

om
pany’s

cost-free
D

ivi

dend
R

einvestm
ent/C

ash
P

aym
ent

Plan
in

1982.
T

he
num

ber
of

participants
grew

by

m
ore

than
31

%
during

the
year,

to
nearly

3,000.
P

articipating
shareholders

invested

nearly
$1

m
illion

to
purchase

alm
ost

70,000

additional
sh

ares
during

1982.
T

hese
plans

enable
shareholders,

on
a

cost-free
basis,

to:
•

E
lect

to
invest

com
m

on
an

d
/o

r
preferred

dividends
in

sh
ares

of
K

oppers

com
m

on
stock;

an
d
/o

r
•

P
urchase

additional
K

oppers
com

m
on

stock
by

m
aking

voluntary
cash

paym
ents

of
$25

to
$1,000

in
any

m
onth.

S
hareholders

m
ay

obtain
further

inform
a

tionon
these

plans
by

w
riting

to
M

ellon
B

ank

N
.A

.,
S

tock
T

ransfer
S

ection,
P.O

.
B

ox
444,

P
ittsb

u
rg

h
,

P
en

n
sy

lv
an

ia
15230.

T
his

series
of

charts
illustrates

how
ow

ners

of
K

oppers
com

m
on

stock
have

fared
over

the
past

10
years.

V
alue

of
the

C
om

pany’s

com
m

on
equity,

although
slightly

reduced
by

the
1982

loss,
has

substantially
m

ore
than

doubled.
T

he
dividend

has
plateaued

for

three
years,

yet
continued

ahead
of

inflation

and
increased

threefold
in

the
recent

d
e
c

C
o
m

m
o
n

S
h
areh

o
ld

ers’
E

quity

($
M

illions)
$700

C
o
m

m
o
n

S
to

ck
P

rice
T

rend
(P

er
S

hare)
$35

H
igh

30

r
’
s
C

I
o
s
i

&i
50

73
74

75
76

77
78

79
80

81
82

ad
e.

P
rice

of
th

e
co

m
m

o
n

sto
ck

flu
ctu

ated

w
idely

in
recent

years
and,

despite
the

198
1-

1982
decline,

continues
ahead

of
leading

m
arket

indices.
T

he
total

return
(stock

ap
p
re

ciation
plus

dividends
reinvested)

also
has

kept
K

oppers
shareholders

ahead
of

infla

tion.
T

his
chart

show
s

in
effect

that
$1,000

invested
in

K
oppers

com
m

on
stock

at
the

start
of

1973
w

ould
have

grow
n

to
$3,059

at

the
close

of
1982.

A
nnual

C
o
m

m
o
n

D
ividend

(P
er

S
hare)

$1.40

K
oppers

C
om

m
on

S
tock

250

200

150
S

tandard
&

Poor’s
—

500
Index—

1
0
0

.
-

-
-

_
:
:
:

.
_

D
ow

jo
n
es

_

50
Industrial

Index

400

K
oppers

C
om

m
on

Stock

300
D

ividend
Index

a

200

,.a
’

-

100
.

•
“

C
onsum

er
Price

Index

0
73

74
75

76
77

78
79

80
81

82

A
nnual

T
otal

R
etu

rn
s

to
S

h
areh

o
ld

ers

(1972
=

100)
5000

73
74

75
76

77
78

79
80

81
82

T
he

S
h
areh

o
ld

ers’
S

co
recard

C
um

ulative
P

referred
S

tock
T

he
outstanding

sh
ares

of
cum

ulative
p
re

ferred
stock,

$100
par

value,
4%

S
eries,

m
ay

be
redeem

ed
at

the
option

of
the

C
o
m

pany,
as

a
w

hole
or

in
part,

at
any

tim
e

upon

not
less

than
30

nor
m

ore
than

60
days’

notice,
at

$107.75
per

share,
together

w
ith

accrued
and

unpaid
dividends

to
the

date

fixed
for

redem
ption.

A
lthough

the
C

om
pany

also
has

the
right,

w
ith

the
approval

of
the

B
oard

of
D

irectors,
to

repurchase
cum

ulative

preferred
sh

ares
in

the
open

m
arket,

it
has

no
current

plans
to

redeem
or

rep
u
rch

ase

shares.

$10
C

o
n
v
ertib

le
P

referen
ce

S
to

ck
T

he
outstanding

sh
ares

of
$10

convertible

preference
stock,

no
par

value,
m

ay
be

c
o
n

verted
into

sh
ares

of
com

m
on

stock
of

the

C
om

pany
at

any
tim

e,
unless

previously
re

deem
ed,

at
the

conversion
price

of
$28.75

per
share,

subject
to

adjustm
ent

in
certain

events.
T

he
preference

stock
is

not
red

eem

able
prior

to
D

ecem
ber

15,
1983

and,
on

and
after

such
date,

is
redeem

able
on

not

less
than

30
days’

notice
at

the
option

of
the

C
om

pany
at

a
price

beginning
at

$107.00

per
share

and
declining

by
$1

per
share

each
year

through
1990,

600

500

1.20

E
quity

S
ecu

rity
H

o
ld

ers

N
um

ber
of

S
hareholders

of
R

ecord
Title

of
C

lass
on

M
arch

7,
1983

C
om

m
on

S
tock,

$1.25
Par

V
alue

20,491

C
um

ulative
P

referred
S

tock,
$100

P
ar

V
alue

1,286
C

onvertible
Preference

Stock
501

K
o
p
p
e
rs

C
om

m
on

S
tock

S
tatistics

D
ividends

O
u
tg

rew
Inflation

(1972
=

100)
500

400

300

1.00

_
_
filE

-
_________

‘liii

_
_
iH

111111

________

1111111

_
_
_

111111111
111111111

200

I 1.1

Ill
m

iii

_
_
_
_

111111
I 1111111

111111111
111111111

0

.80

.60

.40

.200

73
74

75
76

77
78

79
80

81
82

1982
1981

1980
1979

1978

C
o
m

m
o
n

stock
price

ranges
on

N
Y

SE
/C

om
posite:

H
igh

$18¾
$
2
7
/8

$
3
5
’/

$
2
7
/8

$24%

L
ow

11Y
4

16¼
19

17¾
18¾

C
lose

16
17

25
27

20¼

V
o
lu

m
e

traded
(in

thousands)
11,445

8,781
7,780

4,183
4,684

9”o
of

shares
outstanding

41%
32%

29%
16%

19%

u
a
r
te

r
iy

C
o
m

m
o
n

S
to

c
k

P
ric

e
R

a
n
g
e
s

a
n
d

D
iv

id
en

d
s

1982
1981

Q
u
a
rte

r
H

igh
L

ow
D

ividend
H

igh
L

ow
D

ividend

1
s
t

$17¾
$14

$0.35
$27/s

$20¾
$0.35

2
n
d

16¾
13

0.35
27¼

221/2
0.35

3
rd

14¾
11¾

0.35
2
4

7/
e

171/4
0.35

4
th

18¾
12¾

0.35
18¾

16¼
0.35

73
74

75
76

77
78

79
80

81
82

C
om

m
on

S
to

ck
vs.

M
arket

In
d
ices

(1972
=

100)
350

3000
73

74
75

76
77

78
79

80
81

82



M
a
n
a
g
e
m

e
n
t’s

D
iscu

ssio
n

a
n
d

A
n
aly

sis
o
f

F
in

an
cial

C
o
n
d
itio

n
a
n
d

R
e
su

lts
o
f

O
p
e
ra

tio
n
s

T
h
e

discussion
and

analysis
in

this
section

c
o
v
e
r,

for
the

period
1980-1982,

the
p
erfo

rm

a
n
c
e

of
K

oppers
business

segm
ents,

other

fa
c
to

rs
in

the
incom

e
statem

ent
(page

25)

th
a
t

m
aterially

influenced
the

C
om

pany’s

fin
an

cial
results,

and
ch

an
g

es
in

liquidity
and

u
s
e

of
capital

reso
u
rces

that
had

a
m

eaningful

e
ffe

c
t

on
K

oppers
financial

condition
at

the

c
lo

se
of

1982.

R
e
s
u
lts

o
f

C
o
n
tin

u
in

g
O

p
e
ra

tio
n
s

N
et

S
ales

an
d

in
co

m
e

C
om

pany
sales

declined
by

17%
in

1982
as

all
operating

groups
had

low
er

sales.
W

eak

m
arket

dem
and

low
ered

unit
volum

es
and

cau
sed

increased
pricing

p
ressu

res
in

m
ost

business
segm

ents,
com

pared
w

ith
1981

and
1980,

w
hen

price
in

creases
largely

accounted
for

overall
sales

grow
th

in
m

any

product
lines.

A
dded

factors
in

the
low

er

sales
total

w
ere

discontinuation
of

certain

product
lines,

divestitures,
and

cutbacks
in

m
arginal

operations.
A

cquisitions
in

1981
and

1980
added

about
5%

to
K

oppers
sales

in

each
of

the
past

three
years;

there
w

ere
no

sizable
acquisitions

in
1982.

A
s

the
result

of

anticipating
the

discontinuation
of

tw
o

m
ajor

C
om

pany
b

u
sin

esses
at

the
end

of
1982,

the

quarterly
sales,

profit,
net

incom
e

and
e
a
rn

ings
per

share
in

the
table

below
have

been

restated
to

exclude
the

results
of

those
b
u
si

n
esses.

N
orm

ally,
K

oppers
annual

sales
are

low
est

in
the

first
quarter

and
reach

their

peak
during

the
second

and
third

quarters,

then
begin

to
decline

in
the

fourth
quarter

b
ecau

se
of

seaso
n
al

influences.
U

sually,
the

C
om

pany’s
incom

e
also

follow
s

this
pattern,

w
hich

is
show

n
in

the
Q

uarterly
F

inancial

D
ata

below
.

In
1982,

how
ever,

there
w

as
an

unusually
large

fourth-quarter
loss

due
to

various
w

rite-offs
and

w
rite-dow

ns
at

year

end.
G

ross
profit

rem
ained

at
a

high
level

in

the
1981

fourth
quarter

as
a

result
of

unusual

incom
e

and
ex

p
en

ses
and

of
efforts

to
im

prove
operating

efficiencies.
Follow

ing
are

discussions
of

the
p
e
r

form
ance

of
each

of
K

oppers
operating

groups.

($
M

illions)
1982

1981
1980

S
ales

$535.3
$678.1

$577.2

In
1980

and
1981,

O
rganic

M
aterials

product
lines

felt
the

im
pact

of
the

recession,
w

ith
low

er
volum

es
and

incom
e

from
au

to
m

otive,
steel,

housing
and

related
m

arkets.
D

em
and

for
nearly

all
products

w
orsened

in
1982,

w
ith

resulting
incom

e
declines.

C
h

em
i

cals
and

roofing
m

aterials,
w

hich
began

to
slum

p
in

1981,
w

ere
joined

in
the

dow
nw

ard
trend

in
1982

by
pitches,

creosote
and

coke.
O

nly
coatings

and
polyester

resins
w

ere
able

to
exceed

1981
incom

e
levels

in
1982.

T
he

sharp
drop

in
1982

operating
incom

e,
in

addition
to

w
eaker

business
perform

ances,
included

nonrecurring
ex

p
en

ses
of

$14.3
m

il

lion
from

the
shutdow

n
of

m
arginal

facilities
and

w
rite-offs

of
intangible

and
other

assets,
as

com
pared

w
ith

sim
ilar

ex
p

en
ses

in
1981

of
$14.1

m
illion

for
w

rite-offs
and

a
w

rite-
dow

n.
In

1980,
nonrecurring

incom
e

of
$3.5

m
illion

w
as

received
from

insurance
claim

recoveries.
Inventory

reductions
that

g
en

er
ated

favorable
LIFO

reserve
adjustm

ents
in

each
of

the
past

tw
o

years
partly

offset
the

effects
of

nonrecurring
ex

p
en

ses.
C

hem
ical

operations
declined

in
1982

after
a

sm
all

gain
in

1981
and

strong
incom

e

perform
ance

in
1980.

W
rite-offs

of
certain

chem
ical

operations
in

1982
and

1981
should

im
prove

profitability
in

this
business.

C
hem

ical
prices

w
eakened

in
1982

after

im
provem

ents
in

1981
and

1980,
w

ith
the

ad
d
ed

burden
of

higher
fixed

costs,
as

w
ell

as
increased

costs
of

m
ost

raw
m

aterials,

energy
and

labor.
C

hem
ical

plant
capacity

utilization
w

as
42%

in
1982,

dow
n

from
52%

in
the

prior
year

and
63%

in
1980.

T
he

roofing
m

aterials
business

co
n

tin

ued
w

eak
as

a
result

of
d

ep
ressed

co
n
stru

c
tion

m
arkets.

Interest
rates,

w
hich

rose
steadily

in
1980

and
1981

and
contributed

to

lagging
construction

dem
and,

began
to

recede
in

m
id-1982;

how
ever,

im
provem

ent

in
roofing

m
aterials

sales
w

as
not

evident
at

the
end

of
1982.

Incom
e

dropped
for

the

second
consecutive

year
as

declines
in

nonresidential
construction

and
reroofing,

w
hich

began
in

late
1980,

continued
in

1981

and
1982.

T
he

C
om

pany
began

com
m

ercial

production
in

1982
of

its
new

phenolic
foam

insulation
board,

w
hich

offers
superior

th
er

m
al

and
fire-resistant

properties.
Initial

m
ar

kets
are

com
m

ercial
roofing

and
residential

sidew
all

insulation.
T

he
coke

operations
loss

w
orsened

in

1982
after

near
break-even

results
in

1981

that
benefited

significantly
from

inventory

LIFO
liquidations.

U
nit

sales
dropped

33%
in

1982
as

against
an

im
pressive

83%
rise

in

1981.
W

eak
industry

dem
and,

com
bined

w
ith

the
continuing

problem
of

overcapacity
in

foundry
coke,

resulted
in

intense
price

co
m

petition.
B

last
furnace

coke
sales

dropped

56%
in

1982;
foundry

coke
volum

e
w

as
near

the
1981

level;
and

industrial
coke

show
ed

a

sm
all

gain
for

1982.
S

ales
and

incom
e

in

specialty
foundry

products
declined,

rev
ers

ing
the

1981
perform

ance
im

provem
ent.

T
he

w
eakening

trend
in

carbon
binder

pitch
dem

and
that

began
in

m
id-1981

co
n

tin

ued
throughout

1982
as

alum
inum

industry

production
fell.

U
nit

sales
of

pitch
dropped

38%
in

1982,
follow

ing
a

2%
decline

in
1981.

C
reosote

had
good

sales
gains

in
1980

and

1981,
but

felt
the

effects
of

railroad
and

utility

industry
cutbacks

as
1982

sales
w

ere
20%

below
the

1981
level.

P
rotective

coatings
and

polyester
resins

reported
higher

incom
e

despite
a

13%
sales

volum
e

decline,
as

1982
results

w
ere

aided

by
a

m
ore

favorable
sales

m
ix

and
inventory

reductions.
C

oatings
business

benefited
from

continued
strong

dem
and

in
underground

pipeline
construction

and
in

defense
and

original
equipm

ent
m

arkets.
P

olyester
resin

sales
declined

11%
in

1982
after

a
14%

rise

in
1981,

w
hich

had
benefited

from
high

volum
es

in
specialty

polyester
resins.

L
ow

er

1982
sales

and
incom

e
also

occurred
in

sp
e

cialty
coating,

sealant
and

adhesive
lines.

($
M

illions)
1982

1981
1980

S
ales

$485.9
$541.9

$531.7

O
perating

incom
e

$
38.9

$
57.9

$
57.2

A
fter

im
provem

ents
in

1981
and

1980,
R

oad
M

aterials
1982

sales
and

incom
e

dipped
b
ecau

se
of

w
idespread

w
eak

n
esses

in
the

U
.S.

nonresidential
construction

m
arket.

S
ales

declined
10%

for
the

year,
com

pared

w
ith

increases
of

2%
in

1981
and

17%
in

1980.
In

1982,
E

astern
operations

m
aintained

incom
e

near
1981

levels
w

hile
S

outhern
and

W
estern

operations
declined.

T
he

co
n
stru

c

tion
slow

dow
n

that
began

in
m

id-1981
co

n
tin

ued
during

1982,
and

bad
w

eather
early

in

the
year

hindered
W

estern
operations.

Incom
e

in
1982

suffered
as

the
volum

e
of

overseas
construction

w
ork

carried
out

by

foreign
subsidiaries

declined
from

a
high

1981
level.

O
perating

incom
e

in
1982

w
as

reduced
also

by
$3.2

m
illion

in
nonrecurring

charges
that

resulted
from

losses
on

the
sale

of
certain

operations
in

N
ew

Y
ork

and
V

ir

ginia,
equipm

ent
w

rite-offs
and

em
ploym

ent

sev
eran

ce
costs.

T
here

w
ere

no
com

parable

ex
p

en
ses

in
the

tw
o

prior
years.

K
oppers

total
shipm

ents
of

ag
g
reg

ates

fell
to

44
m

illion
tons

in
1982,

from
49

m
illion

tons
in

1981
and

50
m

illion
tons

in
1980.

C
o

n

struction
services,

w
hich

have
been

grow
ing

in
volum

e
in

recent
years,

accounted
for

35%
of

R
oad

M
aterials

sales
total

in
1982,

slightly
less

than
the

37%
in

both
1981

and

1980.
R

esponding
to

d
ecreased

dem
and,

w
ork

schedules
w

ere
reduced

and
other

cost-cutting
m

easu
res

low
ered

break-even

levels.
C

apital
expenditures

in
1982

w
ere

restricted
to

replacem
ent

equipm
ent

n
ec

essary
to

m
aintain

capacity
or

support
ex

ist

ing
business.

In
1981,

acquisitions
included

a

Florida
ag

g
reg

ates
producer

and
a

supplier

of
road

m
aterials

and
construction

services

in
the

W
estern

O
verthrust

B
elt

of
W

yom
ing-

C
olorado.

($
M

illions)
1982

1981
1980

S
ales

$297.1
$379.8

$380.9

O
perating

incom
e

$
10.3

$
42.9

$
21.3

F
orest

P
roducts

sales
and

incom
e

declined

in
1982

as
unit

sales
w

ere
low

er
in

m
ost

business
lines

b
ecau

se
of

w
eak

dem
and

for

crossties,
utility

poles,
construction

products

and
w

ood-treating
services.

T
he

specialty

w
ood-treating

chem
ical

unit
perform

ed
at

near
1981

levels,
helping

to
offset

lo
sses

in

building
products

and
hardw

ood
lum

ber

businesses.
O

perating
incom

e
in

1982
w

as

reduced
by

$5.1
m

illion
in

nonrecurring

charges
that

resulted
from

the
sale

or
the

expected
closing

of
several

plants
and

other

facilities.
Incom

e
in

1981
w

as
increased

by

$20.2
m

illion
by

the
sale

of
C

anadian
sp

ru
ce

lum
ber

operations.
R

ailroad
crosstie

sales
rose

steadily
in

1980,
leveled

off
in

1981,
and

dropped
by

25%
in

1982.
R

ailroads
cut

back
on

track

im
provem

ent
program

s
during

1982
as

rev
e

nues
declined.

U
tility

pole
and

piling
sales

also
w

ere
low

er
as

ex
cess

production

capacity
in

the
industry

and
low

er
dem

and

resulted
in

severe
price

com
petition.

In
spite

of
unit

sales
declines,

operating
incom

e
did

not
fall

proportionately
as

low
er

raw
m

ate

rials
costs,

im
proved

plant
efficiencies

and

energy
and

other
cost

reductions
partly

o
ff

set
the

low
er

volum
es.

T
he

year-end
backlog

for
treated

w
ood

products
w

as
low

er.
A

fter
gradual

rises
in

1981
and

1980,

sales
of

w
ood-treating

chem
icals

leveled
off

through
m

uch
of

1982
b
ecau

se
of

very
low

activity
levels

in
housing

and
light-fram

e
c
o
n

struction.
A

ctivity
picked

up
noticeably

in
the

fourth
quarter,

how
ever.

K
oppers

continued

its
efforts

to
increase

raw
m

aterial
integration

in
production

of
these

specialty
chem

icals.
A

new
fire-retardant

for
use

prim
arily

in
interior

construction
w

as
introduced

during
1982

w
ith

good
initial

m
arket

acceptance.
L

osses
continued

in
tim

berland
and

hardw
ood

operations,
although

they
w

ere

partly
offset

by
incom

e
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E
n
g
in

eered
M

etal
P

ro
d
u
cts

($
M

illions)
1982

1981
1980

S
a
le

s
$215.5

$233.6
$229.1

O
p
eratin

g
incom

e
$

4.9
$

13.4
$

9.5

O
perating

incom
e

for
continuing

o
p
era

tio
n
s

fell
in

alm
ost

all
business

segm
ents

in

1982,
reversing

the
group’s

slight
recovery

in

1981.
M

arkets
for

industrial
capital

equipm
ent

d
eterio

rated
as

a
result

of
the

recession
and

lo
w

industry
capacity

utilization.
H

ow
ever,

the

1982
decline

w
as

increased
by

$5.3
m

illion
in

ch
arg

es
from

losses
anticipated

or
realized

o
n

the
curtailm

ent
of

certain
operations,

from

sev
eran

ce
costs,

and
from

w
rite-dow

ns
of

inventories,
Incom

e
in

1981
w

as
reduced

$
3
.7

m
illion

prim
arily

from
losses

realized

fro
m

the
bankruptcy

of
a

form
er

affiliate.

S
ales

of
diesel

piston
rings

and
shaft

se
a
ls

dropped
by

11%
after

grow
ing

by

m
o
re

than
20%

in
1981

from
a

w
eakened

1
9
8
0

level.
D

em
and

w
as

d
ep

ressed
for

rings

in
the

truck,
construction

equipm
ent,

farm
,

m
arin

e,
and

oil
and

gas
industries.

S
haft

seal

o
p
eratio

n
s

rem
ained

high
as

aircraft
jet

en
g
in

e
production

continued
strong

in

m
ilitary

m
arkets.

A
new

m
anufacturing

plant,
com

pleted

in
G

eorgia
in

1982,
increased

K
oppers

cap
acity

for
piston

rings
used

in
m

edium
-

siz
e
d

diesel
engines,

a
m

arket
expected

to

h
a
v
e

good
grow

th
in

com
ing

years.
T

he

facility
also

w
ill

significantly
increase

K
o
p
p
ers

overall
efficiency

in
this

business.

Pow
er

transm
ission

couplings
sales

and

in
co

m
e

declined
in

1982
after

a
gain

in
1981.

W
ith

the
exception

of
strong

sales
to

the

p
etro

ch
em

ical
industry,

end-m
arket

dem
and

fo
r

couplings
w

as
w

eak.
T

he
year-end

co
u

p
lin

g
s

backlog
w

as
dow

n
27%

,
com

pared

w
ith

gains
of

16%
in

1981
and

11%
in

1980.

S
ales

and
incom

e
im

proved
in

1982
for

th
e

S
prout-W

aldron
m

aterials
processing

eq
u
ip

m
en

t
lines

as
the

result
of

strong

d
em

an
d

for
the

unit’s
innovative,

cost-saving

tech
n
o
lo

g
y

in
therm

om
echanical

pulping

sy
stem

s,
used

by
paper

m
anufacturers

to

co
n
v
ert

w
ood

chips
to

pulp.
T

he
12%

sales

in
crease

reversed
an

11%
drop

in
1981.

Incom
e

rose
substantially

in
1982

from
the

nearly
equal

totals
in

the
previous

tw
o

years.

N
ew

orders
decreased

during
the

year
as

capital
investm

ent
slow

ed
in

pulp
and

paper

and
feed

and
grain

m
ill

businesses.

A
m

ajor
foundry

expansion
at

S
p
ro

u
t

W
aldron

w
as

com
pleted

during
1982,

w
ith

plans
to

expand
into

com
m

ercial
production

of
castings

in
addition

to
the

division’s
p
ro

prietary
castings

line.
C

ontainer
m

achinery
operated

at
a

loss.

M
arket

conditions
deteriorated

in
the

final
six

m
onths

of
the

year
and

the
1982

year-end

backlog
w

as
reduced

m
ore

than
50%

from
a

year
earlier.

W
eak

m
arket

dem
and

and
overcapacity

in
this

industry
have

created

intense
pricing

com
petition.

N
egotiations

w
ere

under
w

ay
at

year

end
on

the
possible

sale
of

the
environm

en

tal
system

s
and

m
ineral

processing
eq

u
ip

m
ent

businesses.
C

om
bined

sales
of

$90.2
m

illion
and

net
operating

losses
of

$3.1
m

il

lion
after

tax
from

these
businesses

w
ere

not

included
in

the
group

results,
nor

w
ere

am
ounts

relative
to

1981
and

1980
included.

E
ngineering

an
d

C
o
n
stru

ctio
n

($
M

illions)
1982

1981
1980

S
ales

$
32.9

$58.6
$64.6

O
perating

loss
$(16.3)

$(7.6)
$(0.4)

L
osses

deepened
in

K
oppers

en
g
in

eer

ing
and

construction
activity

as
steel

industry

spending
continued

to
decline,

reaching

extrem
ely

low
levels.

E
m

ploym
ent

w
as

signif

icantly
reduced,

and
$5.4

m
illion

of
the

1982

loss
resulted

from
nonrecurring

charges,

m
ost

of
w

hich
w

ere
severance

costs.
T

he

1981
loss

included
a

nonrecurring
expense

of
$2.3

m
illion

from
an

unfavorable
law

suit

settlem
ent.

A
ctions

to
enter

new
business

areas,
begun

in
1981,

w
ere

continued.
T

he

group
acquired

an
exclusive

U
.S.

license
for

process
control

system
s

w
ith

application
in

m
etals,

autom
otive

and
cem

ent
industries.

A

joint
venture

w
ith

a
Jap

an
ese

com
pany

w
ill

provide
technology

and
financing

arran
g
e

m
ents

for
dom

estic
steelm

aking
projects.

T
he

K
B

W
(K

oppers-B
abcock

and

W
ilcox)

gasification
process

w
ill

be
used

in

the
synthetic

fuels
plant

planned
for

co
n

struction
in

N
orth

C
arolina

to
convert

peat
to

m
ethanol.

K
oppers

is
in

a
position

to
supply

technology,
engineering

and
construction

services
and

equipm
ent

for
the

project.

M
iscellan

eo
u
s

S
aies

an
d

O
p
eratin

g
in

co
m

e

($
M

illions)
1982

1981
1980

S
ales

$
18.5

$17.7
$16.7

O
perating

incom
e

(loss)
$(46.O

)
$

6.9
$

4.8

M
iscellaneous

sales
and

operating
incom

e
includes

revenues
received

by
K

oppers
that

are
not

the
result

of
group

operations.
R

evenues
and

incom
e

from
K

oppers
investm

ent
in

T
ennessee

coal
lands

com
e

under
this

heading
and

account
for

the
m

ajority
of

1981
and

1980
results.

K
oppers

leases
these

lands
for

production
to

in
d
e

pendent
coal

operators.
Incom

e
from

coal

operations
in

1982
dropped

nearly
50%

from

1981
levels

because
of

low
dem

and
from

utilities
and

other
industries.

M
ost

of
the

loss
in

this
category

in
1982

resulted
from

the
$39.3

m
illion

w
rite-dow

n
of

the
C

om
pany’s

investm
ent

in
R

ichm
ond

Tank

C
ar

C
om

pany.
O

ther
am

ounts
included

a
nonrecurring

charge
that

arose
from

em
ployee

severances
and

losses
incurred

by
com

panies
in

w
hich

K
oppers

has
equity

investm
ents.

A
portion

of
this

equity
loss,

$5.8
m

illion,
w

as
related

to
the

C
om

pany’s

interest
in

synfuels
projects.

M
ost

of
the

ex
p
en

ses
incurred

on
the

developm
ent

of
synthetic

fuels
projects

arose
from

K
oppers

equity
interest

in
Peat

M
ethanol

A
ssociates,

a
project

in
N

orth
C

ar

olina
for

the
construction

of
a

facility
costing

in
excess

of
$500

m
illion

to
convert

peat

into
m

ethanol.
M

ethanol
is

w
idely

used
to

im
prove

gasoline
octane

or
to

fully
pow

er

fleets
of

autom
obiles.

A
letter

of
intent

to
build

the
plant

w
as

signed
w

ith
the

Synthetic

Fuels
C

orporation
in

D
ecem

ber,
1982

and
construction

w
as

com
m

enced
at

the
site.

C
onstruction

is
scheduled

to
accelerate

in
1983,

assum
ing

efforts
to

obtain
loan

and
price

guarantees
from

the
S

ynthetic
Fuels

C
orporation

are
com

pleted
as

expected
in

the
first

half
of

the
year.

F
in

a
n
c
ia

l
R

e
su

lts

O
p
eratin

g
E

x
p
en

ses
T

he
various

trends
in

profitability
in

K
oppers

m
ajor

product
lines

during
1980-1982

w
ere

discussed
in

the
preceding

section.
T

hese

individual
perform

ances
com

bine
to

form

K
oppers

overall
profit

perform
ance,

w
hich

is

m
ost

accurately
reflected

in
the

relationship

betw
een

the
C

om
pany’s

S
ales

and
C

ost
of

sales,
show

n
in

O
perating

expenses
in

the

incom
e

statem
ent

(page
25).

C
ost

of
sales

is
m

ade
up

of
expenses

directly
incurred

by

the
C

om
pany’s

operating
units

in
a

given

year:
w

ages,
salaries

and
pensions;

raw

m
aterials;

energy;
transportation

and
other

supplies
and

services.
S

ubtracting
C

ost
of

sales
from

S
ales

provides
the

G
ross

operating
profit,

w
hich,

expressed
as

a
percentage

of
sales,

is
the

G
ross

operating
profit

m
argin:

1982
1981

1980

G
ross

operating
profit

m
argin

21.3%
21.2%

21.3%

A
s

show
n

above,
the

C
om

pany’s
G

ross

operating
profit

m
argin

stayed
w

ithin
a

n
ar

row
range

over
the

past
three

years
in

spite

of
continued

declines
in

unit
sales

in
the

C
om

pany’s
business

lines.
N

onrecurring

expenses
influenced

C
ost

of
sales

in
each

of

the
past

three
years,

and
the

net
effect

these

had
on

C
ost

of
sales

is
show

n
in

the
table

in

the
far

right
colum

n.
C

osts
w

ere
increased

in

1982
by

certain
of

the
nonrecurring

charges

taken
at

year
end

related
to

em
ploym

ent

severance
costs

and
w

rite-offs
of

several

nonfixed
assets.

C
osts

w
ere

reduced
in

1981

by
adjustm

ents
that

low
ered

pension

expenses
and

by
a

recovery
on

an
in

su
r

ance
claim

,
w

hich
w

ere
som

ew
hat

offset
by

an
unfavorable

law
suit

settlem
ent.

T
he

1980

cost
increase

resulted
prim

arily
from

eq
u
ip

m
ent

replacem
ent

guarantees
that

w
ere

not
totally

m
atched

by
insurance

claim

recoveries.
A

lso
show

n
in

the
table

in
the

third
co

l

um
n

is
the

A
djusted

gross
operating

profit

m
argin

that
reflects

the
C

om
pany’s

perform

ance
in

each
year

before
the

im
pact

of
the

nonrecurring
expenses.

This
show

s
m

ore

clearly
how

K
oppers

operating
m

anagers

have
progressed

in
recent

years
in

m
eas

ures
to

reduce
costs,

including
closing

plants
and

discontinuing
businesses,

in
order

to
offset

the
com

bined
effects

of
a

severe

recession
and

inflation.

($
M

illions)
1982

1981
1980

N
onoperating
expenses

(incom
e)

$
8.4

($2.7)
$

8.3
A

djusted
gross

operating
profit

m
argin

21.8%
21.0%

21.7%

In
each

of
the

past
tw

o
years,

C
ost

of

sales
has

benefited
from

the
C

om
pany’s

efforts
to

reduce
inventories.

(S
ee

N
ote

1
on

page
30.)

T
he

liquidation
of

last-in,
first-out

(LIFO
)

inventory
quantities

results
in

in
v
en

tory
costs

charged
against

current
sales

that

are
older,

therefore
low

er
than

current
actual

raw
m

aterial
costs.

T
his

low
ers

C
ost

of
sales.

In
order

to
reduce

inventories,
how

ever,

plant
production

is
held

at
a

low
er

level
than

m
arket

dem
and,

usually
at

an
inefficient

level

that
increases

unit
cost

of
sales.

In
1980,

inventory
reduction

w
as

not
a

factor.

T
he

im
proving

trend
in

the
C

om
pany’s

G
ross

operating
profit

m
argin

w
as

not
c
a
r

ried
through

to
O

perating
profit

over
the

past

three
years.

W
ith

the
significant

decline
in

unit
sales

and
increasing

cost
pressures

in

recent
years,

it
w

as
not

possible
for

m
an

ag
e

m
ent

to
proportionately

reduce
other,

m
ore

entrenched
operating

costs
that

w
ere

not

directly
related

to
the

C
om

pany’s
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e
x
p
e
n
se

s
rose

m
ore

than
tw

ice
as

fast
as

th
e

grow
th

in
sales

b
ecau

se
of

rising
real

e
sta

te
,

personal
property

and
S

ocial
S

ecurity

ta
x
e
s.

E
ach

of
th

ese
taxes

declined
m

odestly

in
1982.

S
elling,

research,
general

and
ad

m
in

is

tra
tiv

e
ex

p
en

ses
also

continued
to

increase

in
relation

to
sales

in
1982,

but
declined

in

to
ta

l
dollars.

T
he

reduction
w

as
acco

m

p
lish

e
d

even
though

research
expenditures

ro
s
e

by
$6

m
illion,

or
34%

,
after

another

in
c
re

a
se

in
1981.

G
eneral

and
adm

inistrative

e
x
p
e
n
se

s
w

ere
dow

n
in

1982,
prim

arily

b
e
c
a
u
se

of
a

reduction
in

w
ag

es
and

sa
la

rie
s.

In
spite

of
the

control
exercised

in
th

ese

la
s
t

three
categories

of
O

perating
expenses,

th
e
y

continued
to

reduce
K

oppers
profit

m
ar

g
in

on
sales,

w
hich

declined
to

2.2%
in

1982

fro
m

5.2%
in

1981
and

5.8%
in

1980.

offset
by

a
$20.2

m
illion

gain
realized

on
the

sale
of

the
C

om
pany’s

C
anadian

lu
m

ber
business.

T
his

com
pared

w
ith

a
$2.4

m
illion

loss
on

disposal
of

operations
in

1980.
N

ote
8

(p
ag

e
31)

provides
m

ore
detailed

inform
ation

on
the

operating

lo
sses

incurred
from

operations
disposed

of
or

closed.
•

T
he

large
P

rovision
for

decline
in

value
of

investm
ent

resulted
from

the
C

om
pany’s

$39.3
m

illion
w

rite-dow
n

of
its

investm
ent

in
R

ichm
ond

T
ank

C
ar

C
om

pany.
A

dditional

inform
ation

on
this

w
rite-dow

n
is

in
N

ote
2

(p
ag

e
30).

T
he

1981
loss

w
as

from
a

w
rite-off

of
an

investm
ent

in
a

dyestuffs
subsidiary.

K
o
p
p
e
rs

S
elected

F
inancial

D
ata

(from
co

n
tin

u
in

g
o
p
eratio

n
s)

($
M

illio
n

s,ex
cep

tp
ersh

ared
ata)

1982
1981*

1980*
1979

1978

O
p
e
ra

tln
g

resu
lts:

N
et

sales
$1,585.2

$1,909.7
$1,800.2

$1,828.3
$1,581.9

In
co

m
e

(loss)
from

operations
$

(31.1)
$

52.1
$

59.7
$

84.9
$

76.0

In
co

m
e

(loss)
from

operations
—

per
com

m
on

share
$

(1.41)
$

1.60
$

2.19
$

3.21
$

3.01

A
t

y
e
a
r

en
d
:

T
otal

assets
$1,192.9

$1,328.2
$1,389.5

$1,140.7
$1,036.1

L
ong-term

debt
$

275.7
$

288.9
$

308.7
$

224.2
$

233.6

R
ed

eem
ab

le
convertible

p
referen

ce
stock

$
75.0

$
75.0

$
75.0

—
—

T
otal

long-term
debt

and
red

eem
ab

le
preference

stock
$

350.7
$

363.9
$

383.7
$

224.2
$

233.6

C
a
s
h

dividends
declared

p
e
r

com
m

on
share

$
1.40

$
1.40

$
1.40

$
1.25

$
1.125

•
T

he
large

loss
in

the
C

om
pany’s

E
quity

in
earnings

of
affiliates

resulted
prim

arily
from

the
C

om
pany’s

investm
ents

in
R

ichm
ond

T
ank

C
ar

C
om

pany,
in

synthetic
fuels

prod
ects

and
in

various
venture

capital
com

panies.
T

he
distribution

of
K

oppers
O

ther
incom

e
by

individual
business

segm
ent

for
the

past
three

years
is

show
n

in
T

able
6

(p
ag

e
33).

In
terest

E
x
p
en

se
—

K
oppers

1982
Interest

ex
p
en

se
declined

by
$4.1

m
illion,

or
12.1%

,
as

the
result

of
a

$43
m

illion
decline

in
average

debt
outstanding

from
1981,

as
both

short-term
and

long-term
.

borrow
ings

w
ere

reduced.
T

his
is

a
reversal

of
a

rising
trend

in
interest

ex
p

en
se

for
se

v
eral

years.
as

the
C

om
pany

used
debt

in
order

to
finance

its
high

level
of

capital
spending.

T
he

last
debt

issue
w

as
in

1980,
w

hen
$100

m
illion

in
11¼

%
prom

issory
notes

w
as

placed
privately.

D
uring

this
- -period,

K
oppers

also
substantially

raised
its

use
of

com
m

ercial
paper

to
m

eet
increased

w
orking

capital
needs.

T
he

grow
th

in
Interest

ex
p

en
ses

m
oderated

in
1981

as
short-term

debt
w

as
reduced

and
long-term

debt
w

as
low

ered
by

$20
m

illion.
In

the
past

tw
o

years,
K

oppers
has

reduced
its

total
short-

and
long-term

debt
by

$68.8
m

illion.

In
co

m
e

T
ax

es
K

oppers
had

a
$23.8

m
illion

incom
e

tax
credit

in
1982

on
the

$54.9
m

illion
pretax

loss
from

continuing
operations,

incurred
as

the
result

of
num

erous
nonrecurring

ch
arg

es
taken

near
year

end.
S

ince
the

C
om

pany
had

no
incom

e,
the

1982
investm

ent
tax

credit,
net

operating
loss

and
foreign

tax
credits

w
ere

carried
back

to
prior

years
and

benefited
incom

e
in

the
current

year
by

$13.7
m

illion.
In

1981,
the

C
om

pany’s
P

rovision
for

incom
e

taxes,
and

its
effective

tax
rate,

rose
significantly

from
the

prior
year

b
ecau

se
of

the
high

tax
rate

encountered
on

the
sale

of
C

anadian
lum

ber
operations

and
b

ecau
se

low
er

capital
investm

ents
and

w
eaker

export
sales

substantially
reduced

tax
credits.

T
he

low
er

tax
rate

in
1980

w
as

from
higher

b
en

e
fits

from
investm

ent
tax

credits,
from

the

effect
of

percentage
depletion

over
cost

depletion
and

from
the

effect
of

the
low

er
tax

rate
on

capital
gain

incom
e.

T
he

various
fa

c

tors
that

influenced
the

C
om

pany’s
effective

tax
rate

for
the

past
three

years
are

show
n

in

N
ote

9
(page

32).

D
isco

n
tin

u
ed

O
p

eratio
n

s
T

he
C

om
pany

decided
in

late
1982

to
d
is

p
o
se

of
tw

o
m

ajor
operations

in
the

E
ngi

neered
M

etal
P

roducts
group:

the
environ

m
ental

system
s

and
m

ineral
processing

equipm
ent

businesses.
A

total
pretax

reserve

of
$7.5

m
illion

w
as

set
up

at
year

end
for

the

expected
lo

sses
on

these
disposals.

T
hese

operations
are

not
included

in

K
oppers

sales
and

incom
e

for
1982,

1981

and
1980.

S
ales

applicable
to

the
d

isco
n

tin

ued
operations

w
ere

$90.2
m

illion,
$108.8

m
illion

and
$128.9

m
illion

for
1982,

1981
and

1980,
respectively.

A
s

show
n

in
the

incom
e

statem
ent,

these
units

had
losses

in
the

sam
e

three
years

of
$3.1

m
illion,

$0.4
m

illion

and
$5.8

m
illion.

In
addition,

a
$4.3

m
illion

loss
on

disposal
w

as
provided

in
the

fourth

quarter
of

1982,
discussed

in
N

ote
8

(page

31).

F
in

an
cial

C
o
n
d
itio

n
the

close
of

1980
produced

a
significant

rise

in
total

dividend
payout

over
the

three-year

period,
as

show
n

in
the

graph
to

the
left.

A
s

indicated
in

the
table

below
,

funds

generated
from

the
C

om
pany’s

operations

have
provided

a
high

proportion
of

the
C

o
m

pany’s
total

financial
needs

over
the

past

three
years.

T
erm

debt,
used

to
finance

part

of
the

high
levels

of
capital

expenditures
c
a
r

ried
out

during
1980

and
1981,

peaked
in

1980
and

has
been

reduced
in

the
past

tw
o

years.
F

unds
received

from
the

convertible

preference
issue

w
ent

largely
tow

ard
the

C
om

pany’s
investm

ent
in

R
ichm

ond
T

ank

C
ar

C
om

pany
and

to
the

reduction
of

debt.

K
oppers

m
anagem

ent
follow

s
a

num
ber

of
criteria

to
ensure

that
the

C
om

pany’s
ab

il

ity
to

m
aintain

the
required

liquidity
rem

ains

strong.
C

ash
flow

from
operations

is
an

im
portant

indicator.
T

he
levels

of
investm

ent

in
com

ponents
of

w
orking

capital
are

S
—

$
3.7

$
2
2

.8

E
arnings

(L
oss)

F
rom

C
ontinuing

O
perations

(P
er

S
hare)

$4.00

3.00

2.00

1.

T
otal

D
ividends

Paid

($
M

illions)
$50

r
1
l

_

.1
l

IIIIIi
11111111

0

—
1.00

4030

—
2.00

73
74

75
76

77
78

79
80

81
82

_

Ill

_____

Ill
I

i 111111
111111111

T
his

is
a

discussion
of

how
K

oppers
m

an

agem
ent

has
conducted

its
affairs

during

1980-1982
in

order
to

finance
the

C
om

pany’s

capital
expenditures,

to
provide

w
orking

c
a
p

ital
needed

to
support

sales,
to

repay
debt

and
to

com
pensate

shareholders
through

dividend
paym

ents,
all

w
ith

the
objective

of
m

aintaining
a

strong
financial

position.
T

he
table

below
is

a
sum

m
ary

show
ing

the
funds

generated
by

K
oppers

over
the

past
three

years
and

the
w

ays
in

w
hich

these
funds

w
ere

used.
T

he
first

tw
o

years
in

the
period

en
co

m

p
assed

the
highest

annual
levels

of
capital

expenditures
in

C
om

pany
history.

D
uring

the

period,
the

level
of

funds
paid

to
holders

of

the
C

om
pany’s

com
m

on
stock

increased
only

m
odestly,

but
the

issuance
of

750,000

sh
ares

of
convertible

preference
stock

near

20100

O
th

e
r

In
co

m
e

T
h
e

C
om

pany
incurred

a
sizable

loss
in

O
th

e
r

incom
e

in
1982

as
the

result
of

d
eci

s
io

n
s

to
d

isp
o

se
of,

or
close,

num
erous

o
p

e
ra

tio
n

s,
and

to
w

rite
dow

n
an

investm
ent,

a
s

w
ell

as
lo

sses
incurred

in
the

C
om

pany’s

e
q
u
ity

in
earnings

of
affiliates.

T
he

C
o

m

p
a
n
y
’s

O
ther

incom
e

has
varied

significantly

in
each

of
the

past
three

years
b
ecau

se
of

a

n
u
m

b
e
r

of
factors.

—
P

ro
v

isio
n

s
w

ere
m

ade
in

1982
for

the
clo

sin
g

or
disposal

of
num

erous
plant

o
p
eratio

n
s,

including
units

in
each

o
p
erat

in
g

group.
T

he
$21.5

m
illion

loss
incurred

fro
m

th
ese

actions
w

as
a

substantial

ch
an

g
e

from
the

$7.4
m

illion
gain

realized

in
1981,

w
hen

a
$12.8

m
illion

w
rite-off

from

th
e

disposal
of

operations
w

as
m

ore
than

73
74

75
76

77
78

79
80

81
82

F
u

n
d

s
G

en
erated

by
K

o
p
p

ers

($
M

illions)
1982

1981
1980

S
o
u

rces
o

f
cash

:
F

unds
from

operations
N

et
incom

e
(loss)

from
continuing

operations
$(31.1)

$
52.1

$
59.7

D
epreciation,

depletion
and

am
ortization

82.2
81.6

76.7

D
eferred

taxes
and

other
ex

p
en

ses
(7.0)

4.9
5.1

P
rovisions

for
operations

disposed
of

or
closed

and
decline

in
value

of
investm

ent
50.0

7.1
—

E
quity

in
earnings

(losses)
of

affiliates,

less
dividends

received
15.0

4.6
(0.8)

T
otal

from
co

n
tIn

u
in

g
o
p
eratio

n
s

$109.1
$150.3

$140.7

L
oss

from
discontinued

operations
(7.4)

(0.4)
(5.8)

D
epreciation,

depletion
and

am
ortization

2.1
2.0

2.2

D
eferred

taxes
and

other
ex

p
en

ses
2.4

0.8
4.2

T
otal

from
d
isco

n
tin

u
ed

o
p
eratio

n
s

$
(2.9)

$
2.4

$
0.6

F
unds

provided
from

operations
106.2

152.7
141,3

Term
debt

and
capital

leases
23.2

1.6
134.6

S
ale

of
fixed

assets
20.5

39.3
7.8

C
om

m
on

stock
issued

2.2
5.8

26.4

P
reference

stock
issued

—
—

72.6

N
et

d
ecrease

in
w

orking
capital,

excluding
cash

55.0
16.7
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an
o
th

er,
and

the
C

om
pany’s

debt-equity

p
o
sitio

n
and

borrow
ing

capacity
round

out

th
e

criteria.
E

ach
of

these
influences

the

C
o
m

p
an

y
’s

liquidity.

C
a
sh

Flow
In

order
to

rem
ove

the
distortion

that

n
o
n
recu

rrin
g

charges
had

on
the

cash
flow

rep
o
rted

in
1982

and
the

C
om

pany’s
finan

c
ia

l
perform

ance,
the

table
on

the
previous

p
a
g
e

of
F

unds
generated

by
K

oppers
in

1
9
8
2

has
been

assem
bled

to
show

that,
in

sp
ite

of
a

reported
loss,

the
C

om
pany

had
a

p
o
sitiv

e
flow

of
cash

in
1982.

A
s

is
show

n
in

th
e

line
“P

rovisions
for

operations
disposed

o
f

o
r

closed
and

decline
in

value
of

invest

m
en

t,”
a

m
ajor

portion
of

the
nonrecurring

c
h
a
rg

e
s

in
1982

did
not

result
in

any
outflow

o
f

C
om

pany
funds.

D
epreciation

has
been

the
m

ost
co

n

siste
n
t

com
ponent

of
cash

flow
,

Its
grow

th

h
a
s

m
oderated

in
the

past
tw

o
years

as
K

o
p
p
ers

capital
spending

levels
have

been

red
u
ced

.
D

epreciation
in

1983
is

expected
to

rem
ain

at
approxim

ately
ts

current
level.

W
o
rk

in
g

C
apital

K
o
p
p
ers

m
anagem

ent
has

concentrated
on

co
n
tro

llin
g

its
investm

ent
in

w
orking

capital

o
v
e
r

the
past

three
years.

W
orking

capital
is

th
e

surplus
of

current
assets

over
current

lia

b
ilities

and
indicates

the
am

ount
of

financial

flexibility
a

com
pany

has
to

m
eet

day-to-day

b
u
sin

e
ss

obligations,
to

w
ithstand

adversity

a
n
d

to
pay

dividends.
P

rogram
s

to
reduce

inventory
levels

at

le
a
st

in
line

w
ith

w
eakening

business
co

n
d
i

tio
n
s

have
been

consistently
applied.

C
lose

atten
tio

n
has

been
paid

also
to

accounts

receiv
ab

le,
so

that
in

a
declining

business

a
n
d

financial
environm

ent,
paym

ents
due

fro
m

custom
ers

w
ould

not
tie

up
C

om
pany

fu
n
d
s

excessively.
T

he
com

bined
reduction

o
f

investm
ent

in
inventories

and
trade

a
c
c
o
u
n
ts

receivable
from

1981
freed

m
ore

than
$99

m
illion

in
cash

in
1982.

T
he

overall

decline
in

w
orking

capital
w

as
only

$27
m

il

lion,
how

ever,
as

funds
w

ere
used

to
reduce

accounts
payable

and
debt

by
about

$34
m

il

lion,
and

the
balance

of
cash

held
at

year

end
w

as
increased

by
$28

m
illion.

($
M

illions)
1982

1981
1980

W
orking

C
apital

$243.7
$270.7

$325.0

T
he

large
increase

in
1980

w
orking

cap
i

tal
w

as
a

tem
porary

condition
that

resulted

w
hen

$53
m

illion
from

the
issuance

of
co

n

vertible
preference

stock
in

D
ecem

ber
of

1980
w

as
held

in
cash

at
year

end.
T

hese

funds
w

ere
intended

for
use

in
com

pleting

the
purchase

of
stock

in
R

ichm
ond

Tank
C

ar

C
om

pany
and

for
the

reduction
of

corporate

debt.
E

xcluding
these

funds
tem

porarily
held

in
cash,

w
orking

capital
at

the
close

of
1980

w
ould

have
been

$272
m

illion.
In

the
past,

a
w

idely
accepted

rule
of

thum
b

w
ithin

the
investm

ent
and

financial

com
m

unity
stated

that
a

prudently
run

co
rp

o

ration
should

m
aintain

a
ratio

of
current

assets
to

current
liabilities

of
approxim

ately

2-to-i,
or

better.
A

s
has

been
pointed

out
in

past
annual

reports,
this

rule
cannot

be
rig

idly
applied

to
com

panies
that

have
been

on

LIFO
accounting

for
a

num
ber

of
years.

T
he

use
of

LIFO
accounting,

w
hile

it
recognizes

the
current

costs
of

labor
and

m
aterials

in

the
C

ost
of

sales,
results

in
an

u
n
d
erstate

m
ent

of
the

C
om

pany’s
current

assets,
sp

e

cifically
its

value
of

inventories
(on

the
b
al

ance
sheet).

T
his,

therefore,
leads

to
understatem

ent
of

the
level

of
day-to-day

business
a

com
pany’s

w
orking

capital
can

realistically
support.

H
ad

the
FIFO

m
ethod

of

accounting
been

continued
since

1974,
the

C
om

pany’s
tax

liability
w

ould
have

been

substantially
increased

together
w

ith
the

need
for

increased
long-term

funding
to

m
aintain

the
necessary

level
of

w
orking

capital.
It

should,
therefore,

be
recognized

that

com
panies

using
LIFO

accounting
can

have

a
strong

liquidity
position

w
ith

a
current

ratio

of
less

than
2-to-i.

It
is

m
ore

im
portant

in

considering
the

financial
condition

of
a

co
m

pany
that

the
current

ratio
should

be
m

ain

tained
at

a
reasonably

stable
level

over
an

extended
period

of
tim

e.
T

he
follow

ing
corn-

parison
of

the
C

om
pany’s

current
ratio,

using

both
types

of
inventory

valuation,
illustrates

the
significant

variation
that

can
exist.

C
urrent

R
atio

1982
1981

1980

Inventory
V

alue:
FIFO

2.54-to-I
2.41-to-i

2.34-to-i
LIFO

1.99-to-i
1.99-to-i

2.02-to-i

K
oppers

ability
to

m
eet

its
short-term

obligations
rem

ains
excellent.

B
orrow

ed
F

unds
K

oppers
uses

com
m

ercial
paper

and
revolv

ing
bank

credit
during

the
course

of
any

year

to
cover

peak
w

orking
capital

requirem
ents.

A
s

show
n

in
the

chart
on

page
17,

use
of

this
type

of
short-term

debt
occurs

m
ost

heavily
during

the
second

and
third

quarters

of
the

year.
In

1982,
the

C
om

pany’s
average

level
of

com
m

ercial
paper

issued
w

as
50%

less
than

the
1981

average
and

w
as

sold
at

substantially
low

er
rates

of
interest.

In
1982,

the
m

axim
um

am
ount

of
revolving

credit

loans
outstanding

w
as

$21
m

illion.
N

o
co

m

parable
loans

w
ere

outstanding
for

1981.

D
uring

i980,
K

oppers
received

$100
m

il

lion
from

the
issuance

of
ii.2

5
%

prom
issory

notes
and

tw
o

10%
$9.8

m
illion

term
loans.

T
hat

w
as

the
last

increase
in

term
b
o
r

row
ings

by
the

C
om

pany.
In

the
past

tw
o

years,
term

debt
has

been
reduced

by
$26.4

m
illion.

In
the

sam
e

tw
o

years,
the

C
om

pany

has
elim

inated
its

short-term
debt

obligations

totaling
$25.3

m
illion.

F
inancIal

S
tru

ctu
re

T
hroughout

its
recent

history,
K

oppers
has

m
aintained

the
debt

portion
of

its
total

cap
i

talization
w

ithin
a

narrow
range,

about

30%
.

T
his

is
w

ell
w

ithin
the

C
om

pany’s

self-im
posed

lim
it

of
debt

to
35%

of
total

capitalization.

L
iq

u
id

ity
A

t
the

close
of

1982,
the

C
om

pany
w

as
in

a
highly

liquid
position

and
had

good
flexibility

to
fund

future
grow

th.
O

f
total

current
assets

of
$490.1

m
illion,

nearly
$88

m
illion,

or
i8%

,

w
as

held
in

such
highly

liquid
form

s
as

cash

or
tax

refunds
receivable.

T
his

com
pared

w
ith

sim
ilar

types
of

funds
that

accounted
for

approxim
ately

$46.8
m

illion,
or

9%
of

current

assets,
in

1981.
In

addition,
the

C
om

pany
has

a
bank

credit
agreem

ent
that

provides
for

revolving
credit

loans
of

up
to

$200
m

illion

until
S

eptem
ber

30,
1986.

T
he

agreem
ent

w
as

unused
at

the
close

of
1982.

A
s

a
result

of
the

C
om

pany’s
decision

to
dispose

of
tw

o

m
ajor

operations,
expected

to
be

concluded

in
early

1983,
the

C
om

pany
w

ould
receive

approxim
ately

$11
m

illion
in

cash
and

an

equal
am

ount
in

prom
issory

notes
and

p
re

ferred
stock.

O
ther

discussions
now

being

held
could

lead
to

the
sale

of
additional

assets
during

1983.
K

oppers
expects

to
be

able
to

finance

any
increase

in
capital

expenditures
and

w
orking

capital
w

ith
internally

generated

funds
and

the
use

of
current

credit
arran

g
e

m
ents.

T
he

C
om

pany
is

continually
looking

ah
ead

to
possible

investm
ent

o
p
p
o
rtu

n
ities

and,
therefore,

is
constantly

exam
ining

the

options
available

for
future

financing.
S

u
b

stantial
capacity

exists
w

ithin
the

C
om

pany’s

econom
ic

structure
to

finance
a

m
ajor

expansion.
To

m
aintain

liquidity
and

the
flexi

bility
desired

in
K

oppers
econom

ic
structure,

how
ever,

m
anagem

ent
could

elect
to

secure

external
financing

during
the

com
ing

year,
or

beyond.
T

here
are,

how
ever,

no
im

m
ediate

plans
for

doing
so.

D
ebt

U
sed

to
S

upport
O

p
eratio

n
s’

($
M

illions)
$400

K
o
p
p
ers

T
o
tal

C
ap

italizatio
n

D
ecem

b
er3

1
,

1982
1981

1980

%
o
f

%
o
f

%
o
t

S
M

illions
T

otal
$

M
illions

T
otal

$
M

illions
T

otal

T
o
tal

D
eb

t
11.25%

P
rom

issory
notes

$100.0
10.9%

$
100.0

9.7%
$

100.0
9.6%

8.95%
N

ote
60.0

6.5
60.0

5.8
60.0

5.8

Industrial
developm

ent
bonds

38.1
4.1

40.0
3.9

40.0
3.9

6%
N

otes
29.0

3.2
32.0

3.1
35.0

3.4

Pollution
control

loans
25.2

2.7
25.4

2,5
26.0

2.5

8%
N

otes
1.0

0.1
2.2

0.2
4.4

0.4

5.8%
N

otes
2.0

0.2
2.6

0.3
3.3

0.3

C
apital

lease
obligations

6.0
0.7

10.8
1.0

12.5
1.2

O
ther

14.4
1.6

16.0
1.5

17.6
1.7

T
erm

loans
payable

to
banks

—
—

—
—

9
8

0.9

D
ebt

due
w

ithin
one

year
11.3

1.2
22.2

2
2

21.9
2.1

T
otal

$287.0
31.2%

$
311.2

30.2%
$

330.5
31.8%

E
quityC

om
m

on
$544.1

59.1%
$

629.1
61.1%

$
619.5

59.6%

P
reterence

75.0
8.1

75.0
7

3
75.0

7.2

P
referred

15.0
1.6

15.0
1.4

15.0
1.4

Total
$634.1

68.8%
$

719.1
69.8%

$
709.5

68.2%

T
o
tal

C
ap

italizatio
n

$921.1
100.0%

$1,030.3
100.0%

$1,040.0
100.0%

‘S
E

C
regulations

require
that

capitalization
ratios

also
be

show
n

w
ith

red
eem

ab
le

preference
stock

included
in

debt.
O

n
this

basis,
1982

debt
w

ould
be

39.3%
of

total
capitalization,

w
ith

equity

being
60.7%

.

•
S

hort-T
erm

D
ebt

•
Pollution

C
ontrol

N
otes

•
L

ong-T
erm

D
ebt

A

*D
oes

not
include

obligations
under

certain
leases
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M

an
ag

em
en

ts
D

iscussion
and

A
nalysis

C
h
ief

F
in

an
cial

O
fficer’s

L
e
tte

r

C
a
p
ita

l
E

x
p
en

d
itu

res
k
o
p
p
e
rs

low
er

1982
capital

expenditures

w
e
re

directed
tow

ard
im

proving
plant

effi

c
ie

n
c
ie

s
and

carrying
out

projects
asso

ci

a
te

d
w

ith
new

or
rapidly

grow
ing

products.

R
e
d
u
c
e
d

expenditures
in

1982
and

1981

re
v
e
rse

d
the

increasing
trend

in
ex

p
en

d
i

tu
re

s,
w

hich
peaked

in
1980,

as
m

anagem
ent

a
c
te

d
to

assu
re

the
C

om
pany’s

strong
fin

an

c
ia

l
position

and
m

aintain
good

liquidity
d
u
r

in
g

the
prolonged

business
recession.

C
ap

ital
E

xpenditures
($

M
illions)

1982
1981

1980

E
xpenditures

$76.5
$147.3

$216.9
Investm

ent
in

R
ichm

ond
T

ank
C

ar
Co.

0.2
34.8

14.0

Total
$76.7

$182.1
$230.9

T
hrough

extensive
m

odernization
efforts

in
th

e
past

five
years,

K
oppers

today
has

su
fficien

t
available

capacity
in

nearly
all

p
ro

d
u
c
t

lines
to

supply
increasing

custom
er

n
e
e
d
s

as
the

econom
y

im
proves.

T
he

re
p
o
rte

d
capital

investm
ent

figures
include

th
e

C
om

pany’s
investm

ent
in

the
com

m
on

sto
c
k

of
R

ichm
ond

T
ank

C
ar

C
om

pany.
T

he

acco
m

p
an

y
in

g
table

sep
arates

that
in

v
est

rn
e
n
t

from
total

capital
expenditures

to
better

illu
strate

the
three-year

trend
in

capital

ex
p
en

d
itu

res
for

property,
plant

and

eq
u
ip

m
en

t.
C

apital
expenditures

by
operating

group

a
re

show
n

in
T

able
6

(page
33).

A
s

show
n

o
n

S
E

C
S

chedule
V

(page
34),

m
ost

ex
p
en

d
itu

res
are

devoted
to

in
creases

in

K
o
p
p
e
rs

property,
plant

and
equipm

ent
to

m
o
d
ern

ize,
to

increase
production

capacity,

o
r

to
im

prove
efficiency

at
C

om
pany

facili

C
ap

ital
E

xpenditures
($

M
illions)

$
2
5
0

ties.
D

uring
the

three-year
period,

the
C

o
m

pany’s
expenditures

to
elim

inate
pollution

or

bring
it

to
satisfactory

levels
ranged

from

4.5%
to

8%
of

the
total

spent
for

capital

investm
ents.

M
ajor

expenditures
or

acq
u
isi

tions
com

pleted
in

each
of

the
past

three

years
are

sum
m

arized
below

.
1982—

O
rganic

M
aterials

started
production

at
one

of
tw

o
new

plants
built

to
produce

the

C
om

pany’s
new

phenolic
foam

insulation

board;
the

second
opened

in
early

1983.

R
oad

M
aterials

increased
ag

g
reg

ate

reserves
in

C
alifornia

and
ad

d
ed

new
facili

ties
and

equipm
ent

at
several

crushing
plants.F

orest
P

roducts
installed

additional

w
ood-w

aste-fired
boiler

system
s

at
plants

to

achieve
energy

savings.
E

ngineered
M

etal
P

roducts
com

pleted
a

new
diesel

piston
ring

m
anufacturing

plant
in

G
eorgia

during
1982,

significantly
increasing

capacity
and

im
proving

the
overall

efficiency

of
this

product
line.

T
he

S
prout-W

aldron

foundry
w

as
expanded

to
m

anufacture

castings
for

their
ow

n
products

in
addition

to

castings
for

custom
ers.

T
he

C
om

pany’s
venture

capital
program

added
investm

ents
in

m
anufacturers

of

industrial
robots

and
m

etallurgical
m

aterials.

K
oppers

had
previously

acquired
interests

in

such
areas

as
genetic

engineering,
fiber

optics
and

advanced
ceram

ics.

1981—
R

oad
M

aterials
acquired

three
co

m
p
a

nies
in

Florida
and

C
olorado-W

yom
ing

that

produce
ag

g
reg

ates
and

bitum
inous

and

ready-m
ix

concrete
and

that
supply

civil
c
o
n

struction
services.

T
he

group
also

increased

aggregate
reserves

in
D

enver
and

com
pleted

several
expansion

and
m

odernization
p
ro

gram
s

at
various

crushing
plants.

A
project

w
as

under
w

ay
in

O
rganic

M
aterials

to
m

odernize
an

im
portant

tar
p
ro

c

essing
plant,

and
construction

w
as

started
on

tw
o

facilities
that

w
ill

produce
the

C
om

pany’s

new
phenolic

foam
insulation

board.
F

orest

P
roducts

started
up

a
plant

about
m

id-1981

that
im

proved
its

raw
m

aterial
position

in
its

w
ood-treating

chem
ical

operations.
T

he
group

also
w

as
active

on
several

projects
to

use

w
ood

w
astes

as
fuel

and
reduce

plant
energy

costs.In
E

ngineered
M

etal
P

roducts,
tw

o
p
ro

j

ects
m

odernized
and

expanded
the

C
o
m

pany’s
B

altim
ore

piston
ring

and
shaft

seal

facilities.
In

addition,
construction

w
as

started

on
a

com
pletely

new
plant

in
G

eorgia
that

w
ill

further
increase

K
oppers

capacity
to

produce

high-speed
diesel

piston
rings.

A
sm

all
addition

w
as

m
ade

to
the

C
o
m

pany’s
coal

properties,
a

m
odest

investm
ent

in
G

enex
C

orporation
w

as
com

pleted,
and

K
oppers

purchased
additional

stock
in

R
ich

m
ond

T
ank

C
ar

C
om

pany
early

in
the

year,

increasing
its

ow
nership

of
that

com
pany

to

23%
.

1980—
R

oad
M

aterials
acquired

com
panies

in

N
orth

C
arolina

and
C

olorado
that

produce

ag
g
reg

ates
and

supply
civil

construction
se

r

vices,
and

tw
o

com
panies

in
V

irginia
sp

ecial

izing
in

highw
ay

and
bridge

construction.
T

he

group
also

increased
sand

and
gravel

reserves
in

L
os

A
ngeles

and
com

pleted
se

v

eral
expansion

and
m

odernization
program

s

at
crushing

plants.
E

xpenditures
to

m
odernize

several

chem
ical

and
tar

processing
facilities

w
ere

carried
out

in
O

rganic
M

aterials.
F

orest
P

roducts
had

w
ork

under
w

ay
on

a
plant

to
produce

treating
chem

icals
and

on

projects
that

w
ill

reduce
plant

energy
costs

by

burning
w

ood
w

astes.
A

dditions
w

ere
m

ade

to
the

C
om

pany’s
C

anadian
lum

ber
facilities

and
its

coal
reserves,

and
an

investm
ent

in

G
enex

C
orporation,

a
genetic

engineering

research
com

pany,
w

as
increased.

K
oppers

established
an

initial
investm

ent
in

R
ichm

ond

T
ank

C
ar

C
om

pany.

E
ffects

of
in

flatio
n

A
discussion

of
the

effects
of

changing
prices

and
inflation

on
the

C
om

pany’s
business

begins
in

the
letter

follow
ing.

20%
R

eturn
on

E
quity

15
I

10

e
t
u
r
n
o
n
l
n
v
e
s
l
m

e1____—

—
10

73
74

75
76

77
78

79
80

81
82

T
o

O
u
r

S
h
areh

o
ld

ers:

O
ur

1981
annual

report
discussed

the
actions

taken
by

m
anagem

ent
to

cope
w

ith
unfavor

able
conditions

in
those

sectors
of

the

dom
estic

econom
y

in
w

hich
our

end
m

arkets

lie.
W

e
recognized

then
a

precarious
balance

of
econom

ic
forces

that,
w

hile
they

m
ight

lead

to
recovery,

could
just

as
likely

push
the

co
u
n

try
backw

ard
into

recession.
W

e
pledged

that

w
e

w
ould

not
“m

ark
tim

e
until

external
co

n
d
i

tions
provide

a
m

ore
congenial

environm
ent

for
our

activities.”
R

ather,
w

e
said,

“W
e

w
ill

continue
to

exert
every

effort
to

strengthen

this
enterprise,

especially
under

the
currently

d
ep

ressed
state

of
the

econom
y.”

A
s

w
e

had
feared,

econom
ic

trends
in

1982
began

to
w

orsen.
In

response,
w

e
in

au

gurated
a

num
ber

of
additional

m
easures

to

m
aintain

K
oppers

strong
operating

and
fin

an

cial
posture.

T
hese

are
sum

m
arized

in
the

C
hairm

an’s
letter

on
page

2. T
heir

benefits

should
begin

to
be

felt
in

1983
and

w
ill

co
n

tinue
thereafter.

C
ollectively,

th
ese

m
easures

penalized

our
1982

financial
results.

T
he

fact
is

that
the

loss
reported

in
our

incom
e

statem
ent

does

not
truly

convey
the

C
om

pany’s
financial

acco
m

p
lish

m
en

t
during

the
year.

M
ore

accu
rate

is
the

table
on

page
15,

w
hich

show
s

how
the

high
level

of
funds

generated
by

K
oppers

operations,
along

w
ith

stringent
c
o
n

trols
on

investm
ents

and
expenses,

w
as

m
ore

than
sufficient

to
support

those
operations.

A
t

year
end,

cash
held

by
the

C
om

pany
w

as
up

by
$28

m
illion

over
the

close
of

1981.

T
he

table
show

s
also

that
the

sources
of

cash
from

continuing
operations

totaled

$109.1
m

illion,
as

contrasted
w

ith
the

$31.1

m
illion

loss
from

continuing
operations

reported
in

the
incom

e
statem

ent.
T

his
differ

ence
is

traceable
to

the
nonrecurring

ch
arg

es

against
incom

e,
alm

ost
none

of
w

hich
created

any
actual

outflow
of

C
om

pany
funds.

T
hus,

$50
m

illion
w

as
available

to
the

C
om

pany
as

a

source
of

cash.
T

he
sam

e
effect

occurs
w

ith

depreciation,
w

hich
rem

ained
at

a
high

level

in
1982.

O
f

the
other

sources
of

funds,
the

m
ost

m
eaningful

w
ere

the
close

controls
that

recaptured
$99

m
illion

from
trade

receivables

and
inventories.

A
fter

w
e

used
som

e
of

this
to

reduce
debt

and
accounts

payable,
the

net

d
ecrease

in
w

orking
capital

(excluding
cash)

totaled
$55

m
illion.

T
his

w
as

the
m

ajor
reason

that
1982’s

figure
of

$207.1
m

illion
for

Total

funds
generated

w
as

only
slightly

low
er

than

1981’s
$216.1

m
illion.

T
he

C
om

pany
significantly

reduced
its

use
of

cash,
A

cut
of

m
ore

than
$105

m
illion

in

capital
investm

ents
far

offset
the

increased

use
of

funds
to

repay
debt

and
support

the

issuance
of

long-term
receivables.

T
he

$28

m
illion

increase
in

cash
at

year
end

further

boosted
our

liquidity.
C

urrent
plans

are
to

control
capital

spending
so

that
internally

generated
funds

w
ill

be
sufficient

to
finance

capital
ex

p
en

d
i

tures
and

any
increase

in
w

orking
capital.

E
ffects

of
C

h
an

g
in

g
P

rices

T
he

Financial
A

ccounting
S

tandards
B

oard

(FA
SB

)
requires

supplem
entary

disclosure
of

selected
historical

financial
data

on
an

T
able

A
.

C
o
n
so

lid
ated

S
tatem

en
t

of
In

co
m

e
F

rom
C

o
n
tin

u
in

g
O

p
eratio

n
s

A
d
ju

sted
fo

r

C
h
an

g
in

g
P

rices

200

R
eturns

on
A

verage
C

om
m

on
S

hareholders’
E

quity
and

on
A

verage
T

otal
investm

ent

_H
h111

1IIII[-L
111111111

5
00

D
ollars

of
C

urrent
P

urchasing
P

ow
er*

A
s

R
ep

o
rted

In
A

djusted
A

djusted

1982
F

Inancial
for

G
eneral

for
C

hanges

S
tatem

en
ts

Inflation
in

S
pecific

For
the

Y
ear

E
nded

D
ecem

ber
31,

1982
(H

istorical
(C

onstant
P

rices

($
T

housands,
except

per
share

figures)
C

o
st)

D
ollars)

(C
urrent

C
ost)

N
et

sales
$1,585,206

$1,586,505
$1,586,505

O
perating

expenses:
C

ost
of

sales
1,247,719

1,273,941
1,276,082

D
epreciation,

depletion
and

am
ortization

82,223
150,089

149,499

T
axes,

other
than

incom
e

taxes
44,242

44,242
44,242

Selling,
research,

general
and

adm
inistrative

ex
p
en

ses
175,697

175,697
175,697

1,549,881
1,643,969

1,645,520

O
perating

profit
35,325

(57,464)
(59,015)

O
ther

expense
60,570

65,988
65,694

Interest
expense

29,676
29,676

29,676

L
oss

before
incom

e
taxes

(54,921)
(153,128)

(154,385)

P
rovision

for
incom

e
tax

benefit
from

continuing
operations

(23,790)
(23,790)

(23,790)

L
oss

from
continuing

operations
$



2
0

C
hief

F
inancial

O
fficers

L
etter

T
ab

le
o
f

C
o
n
te

n
ts

F
o
rm

1
0
-K

R
e
p
o
rt

K
o
p
p
e
rs

C
o
m

p
an

y
,
In

c
.!

1
9
8
2

a
d
ju

ste
d

basis
to

recognize
the

effect
ci’

infla

tio
n

in
tim

es
of

change
in

the
general

price

le
v

e
l

(constant-dollar
m

ethod)
and

ch
an

g
es

in
sp

ecific
prices.

K
oppers

en
d
o
rses

attem
pts

to
p
resen

t
the

effects
of

inflation
on

a
co

m

p
a
n

y
’s

reported
financial

results.
H

ow
ever,

th
e

present
state

of
the

art
leaves

m
uch

to
be

d
e
sire

d
as

it
involves

the
use

of
assum

ptions,

ap
p
ro

x
im

atio
n
s

and
estim

ates.
C

onsequently,

th
e

C
om

pany
believes

these
indicators

m
ay

b
e

m
isleading

in
determ

ining
the

effects
of

in
flatio

n
.

K
oppers,

in
com

plying
w

ith
FA

SB
S

tate

rn
e
n
t

N
o.

33,
has

elected
to

restate
only

inven

to
rie

s;
sales;

cost
of

sales;
property,

plant
and

eq
u
ip

m
en

t,
net

of
accum

ulated
depreciation;

a
n
d

depreciation,
depletion

and
am

ortization.

T
h
e
se

areas
are

m
ost

affected
by

inflation.

R
estatem

en
t

of
other

accounts
w

ould
not

M
ethods

of
C

om
putation

T
he

adjusted
inform

ation
show

n
in

T
able

A
w

as
p

re

pared
by

converting
historical

am
ounts

into
dollars

w
ith

purchasing
pow

er
equivalent

to
that

of
average

1982
dollars

(the
constant-dollar

m
ethod)

or

adjusted
for

“changes
in

specific
prices”

(the

current-cost
m

ethod).
In

1982
and

1981, tw
o

item
s

had
significant

effects

upon
both

the
constant-dollar

and
current-cost

financial
statem

ents
in

com
parison

w
ith

historical

cost
and

prior-year
statem

ents:
(1)

the
beneficial

effect
on

historical-cost
earnings

of
liquidating

LIFO

inventory
quantities

carried
at

low
er

costs
prevailing

in
prior

years,
as

com
pared

w
ith

the
cost

of
1981

purchases,
could

not
be

recognized
under

either

the
constant-dollar

or
current-cost

approach;
(2)

a

w
rite-dow

n
w

as
required

for
the

reduction
of

p
ro

p

erty,
plant

and
equipm

ent
from

its
current-cost

or

constant-dollar
am

ount
to

its
low

er
recoverable

am
ount.

U
nder

both
accounting

m
ethods,

assets

held
for

sale
should

be
show

n
at

net
realizable

value,
the

am
ount

of
cash,

or
its

equivalent,
expected

to
be

derived
from

the
anticipated

sale
of

the
asset.

C
onstant-D

ollar
M

ethod
T

he
C

onsum
er

Price
Index—

A
ll

U
rban

C
onsum

ers

(C
PI-U

)
w

as
used

to
m

easure
general

inflation
in

arriving
at

the
constant-dollar

restatem
ent.

C
urrent-C

ost
M

ethod
U

nder
the

current-cost
approach,

property,
plant

and
equipm

ent
(including

m
ineral

resources)
cu

r

rent
cost

w
as

estim
ated

by
using

various
indices

published
by

the
federal

governm
ent,

private
o
rg

a

nizations
and

internal
sources.

T
he

indexing

approach
m

ost
closely

reflects
reproduction

cost

and
does

not
necessarily

take
into

consideration

any
technological

changes
and

associated
cost effi

cien
o
es

that
m

ay
be

experienced
w

hen
m

odern

assets
are

used
to

replace
existing

assets.
T

he
restatem

ent
of

historically
reported

depreciation,

depletion
and

am
ortization,

to
both

constant
dollar

and
current

cost,
w

as
based

on
the

above
restatem

ents
of

property,
plant

and
equipm

ent

using
the

sam
e

useful
lives

and
depreciation

m
eth

ods
as

used
in

the
prim

ary
financial

statem
ents.

Inventory
restatem

ent
on

a
current-cost

basis
involves

tw
o

types
of

adjustm
ents:

(1)
to

reflect

depreciation
allocated

to
inventories

at
current

cost,

and
(2)

a
tim

e-lag
adjustm

ent
to

reflect
increases

or
d

ecreases
in

other
cost

com
ponents

occurring

betw
een

the
tim

e
the

inventories
are

acquired
or

produced
and

average
costs

for
the

year
using

sp
e

cific
price

indices.
C

ost
of

sales
on

a
current-cost

basis
w

as
d

eter

m
ined

by
com

bining
the

cost
of

L
IFO

-based
inven

tories
w

ith
F

IF
O

-based
inventories.

C
ost

of
sales

under
the

LIFO
inventory

m
ethod

w
as

assum
ed

to

already
approxim

ate
the

current
cost

at
date

of
sale

and
thus

w
as

only
adjusted

into
average

dollars
for

the
year.

FIFO
inventories

w
ere

adjusted
to

reflect

standard
costs

in
effect

at
the

tim
e

sales
w

ere
m

ade

and
w

hen
end-of-year

inventory
w

as
produced.

O
ther

incom
e

and
certain

other
expenses

do
not

require
adjustm

ent,
as

they
are

considered
to

have

occurred
proportionately

over
the

year,
thus

already

reflecting
average

1982
dollars.

T
he

actual
provision

for
taxes

on
incom

e
is

not

adjusted
since

com
panies

are
not

perm
itted

to

recognize
any

general
inflation

effects
for

tax

purposes.

m
aterially

affect
th

e
resu

lts,
O

th
er

d
ata

in
th

e

fiv
e-y

ear
su

m
m

ary
also

are
restated

for
p

u
r

p
o

ses
of

co
m

p
ariso

n
.

S
o
m

e
C

o
n

clu
sio

n
s

C
o
n
cern

in
g

th
e

E
ffect

of
Inflation

on
K

o
p
p
ers

T
he

C
o
m

p
an

y
’s

resu
lts

of
o

p
eratio

n
s,

as

ad
ju

sted
for

g
en

eral
inflation,

illustrate
so

m
e

of
th

e
m

o
re

o
b
v
io

u
s

effects
of

th
e

d
eclin

in
g

p
u

rch
asin

g
p
o
w

er
of

th
e

dollar.
P

rofits
h
av

e

b
een

ero
d

ed
by

inflation,
w

hile
in

co
m

e
tax

es

as
a

p
ercen

tag
e

of
p
retax

earn
in

g
s

h
av

e
risen

co
n
sid

erab
ly

.
B

ecau
se

th
e

effects
of

inflation

are
not

d
ed

u
ctib

le
for

in
co

m
e

tax
p
u
rp

o
ses

and
a

larg
er

portion
of

th
e

C
o
m

p
an

y
’s

e
a
rn

in
g
s

is
a

retu
rn

of
cap

ital,
in

co
m

e
tax

es
are,

in

effect,
co

n
fiscatin

g
cap

ital.
C

o
n
seq

u
en

tly
,

th
e

m
ain

ten
an

ce
of

cap
ital

an
d

th
e

p
o

ten
tial

for

g
ro

w
th

co
n
tin

u
e

to
b

e
ad

v
ersely

affected
.

K
o
p
p
ers

d
o
es

not
b

eliev
e,

h
o
w

ev
er,

th
at

th
e

im
p

act
of

inflation
on

th
e

C
o
m

p
an

y
’s

p
er-

form
ance

and
financial

condition
during.the

past
four

years
w

as
as

severe
as

the
inflation-

adjusted
incom

e
data,

taken
alone,

w
ould

in
d

icate.

M
ineral

R
eserv

es
Inform

ation
on

K
oppers

m
ineral

reserves
is

on
page

40.

A.
W

illiam
C

apone
S

enior
V

ice
P

residentand
C

hief Financial
O

fficer

F
ebruary

15,
1983

P
art

I
Item

N
o.

P
age

1.
B

usiness
(a)

G
eneral

D
evelopm

ent
of

K
oppers

B
usiness

(b)
Financial

Inform
ation

A
bout

B
usiness

S
egm

ents
(c)

N
arrative

D
escription

of
B

usiness
(d)

Foreign
and

D
om

estic
O

perations
and

E
xport

S
ales

(e)
K

oppers
B

oard
of

D
irectors

and
O

fficers
2.

P
roperties

3.
L

egal
P

roceedings
4.

S
ubm

ission
of

M
atters

to
a

V
ote

of

S
ecurity

H
olders

(none
during

fourth
quarter

of
1982)

T
a
b
le

B
.

C
o
m

p
ariso

n
of

S
elected

S
u

p
p

lem
en

tary
F

inancial
D

ata
A

d
ju

sted
fo

r
E

ffects
of

C
hanging

P
rices

33374046

P
art

II
5.

M
arket

for
R

egistrant’s
C

om
m

on

S
tock

and
R

elated
Security

H
older

M
atters

8

6.
S

elected
Financial

D
ata

14

7.
M

anagem
ent’s

D
iscussion

and
A

nalysis
of

Financial
C

ondition

and
R

esults
of

O
perations

10

8.
Financial

S
tatem

ents
and

S
upplem

entary
D

ata
10-21,24

9.
D

isagreem
ents

on
A

ccounting
and

Financial
D

isclosure
(n

o
n
e)

A
s

R
ep

o
rted

in

1982
F

in
an

cial
Y

ears
E

n
d

ed
D

ecem
b
er3

1
,

S
tatem

ents
(In

A
verage

1982
D

ollars)

($
T

housands,
except

per
share

figures)
(H

istorical
C

ost)
1982

1981*
1980*

1979
1978

N
e
t

S
ales

$1,585,206
$1,586,505

$2,031,990
$2,113,513

$2,423,310
$2,332,313

H
isto

rical-co
st

inform
ation:

A
d
ju

sted
fo

r
g
en

eral
Inflation:

N
et

assets
at

year
end

$
634,055

$
974,251

$1,094,005
$1,053,940

$
883,043

Incom
e

(loss)
from

continuing
operations

$
(31,131)

$
(129,338)

$
(29,087)

$
8,133

$
60,784

Incom
e

(loss)
from

continuing
operations

p
er

co
m

m
o

n
sh

are
$

(1.41)
$

(4.93)
$

(1.35)
$

(0.28)
$

2.29

G
ain

from
decline

in
purchasing

pow
er

of
net

am
ounts

ow
ed

—
$

3,186
$

22,675
$

28,905
$

22,244

A
d
ju

sted
fo

r
ch

an
g
es

in
sp

ecific
p

rices:
N

etassetsaty
earen

d
$

634,055
$

960,664
$1,117,410

$1,079,551
$

933,325

Incom
e

(loss)
from

continuing
operations

$
(31,131)

$
(130,595)

$
(18,408)

$
11,183

$
60,160

Incom
e

(loss)
from

continuing
operations

per
com

m
on

share
$

(1.41)
$

(4.98)
$

(0.97)
$

0,39
$

2,26

E
x
cess

(deficit)
of

in
c
re

a
se

/d
e
c
re

a
se

in
sp

ecific
p
rices

n
et

of
in

crease
in

g
en

eral
p

rice
level

—
$

(1
3
5
3
6
4
)

$
20,513

$
(19,260)

$
20,731

O
th

er
inform

ation:
C

ash
dividends

declared
per

com
m

on
share

$
1.40

$
1.40

$
1.49

$
1.66

$
1.68

$
1.68

M
arket

price
per

com
m

on
share

at
year

end
$

16.00
$

15.82
$

17.46
$

27.97
$

34.01
$

28.67

A
v
erag

e
C

o
n

su
m

er
P

rice
Index

289.1
272.4

246.8
217.4

195.4

P
art

Ill
P

art
Ill is

incorporated
by

reference

to
pages

3
to

6
and

pages
8

to
13

of

K
oppers

Proxy
S

tatem
ent,

dated

M
arch

18,
1983,

in
connection

w
ith

its
annual

m
eeting

of
shareholders

to
be

held
on

A
pril

25,
1983.

S
ee

also
Item

1
(e).

P
art

IV
14.

(a)
Financial

S
tatem

ents
24

(b)
R

eports
on

Form
8-K

(none
filed

during
fourth

quarter
of

1982)
(c)

E
xhibits

Filed
47

(d)
Financial

S
tatem

ent
S

chedules
Filed

34

A
d

ju
sted

to
conform

w
ith

1982
classifications

(N
ote

8)



K
o
p
p
e
rs

1
0
-Y

ear
F

in
a
n
c
ia

l
H

ig
h
lig

h
ts

a
n
d

O
p
e
ra

tin
g

S
ta

tistic
s

($
M

illio
n
sex

cep
ip

ersh
ared

ata)
1982

1981*
1980*

1979
1978

1977
1976

1975
1974

1973

S
a
le

sb
y

O
rganicM

aterias
5

535.3
$

678.1
$

577.2
$

556.6
$

482.5
$

427.8
$

384,4
$

323.3
$285.8

$173.4

B
u
sin

essG
ro

u
p

R
oadM

ateri&
s

S
485.9

$
541.9

$
531.7

$
454.1

$
304.1

$
174.1

$
134.7

$
111.8

$1174
$

92.2

Forest
P

roducts
$

297.1
$

379.8
$

380,9
$

368.8
$

313.7
$

296.3
$

261.2
$

244.7
$270.4

$193.7

E
ngineered

M
et&

P
roducts

$
215.5

$
233.6

$
229.1

$
328.2

$
285.6

$
265.4

S
267.5

$
240.3

$158.4
$119.5

E
ngineering

and
C

onstruction
$

32.9
$

58.6
$

64.6
$

113.8
$

192.0
$

189.8
$

138.8
$

153.8
$

80.5
$

62.2

M
iscellaneous

$
18.5

$
17.7

$
16.7

•
$

6.8
$

4.0
$

2.3
$

2.6
$

1,6
$

1.7
$

82.9

Total
sales

from
continuing

operations
$1,585.2

$1909.7
$1800.2

$1,828.3
$1,581.9

$1,355.7
$1189.2

$1,075.5
$914.2

$723.9

C
o
rp

o
rate

O
perating

W
ages,

salaries
and

pension
expense

$
369.8

$
416.8

$
390.6

$
427.0

$
359.1

$
304.7

$
276.0

$
248.5

$202.2
$189.6

E
x
p
en

ses
M

aterials,
supplies

and
services

$1,053.7
$1,265.7

$1,188.0
$1,164.2

$1,020.1
$

866.2
$

746.4
$

675.1
$594.7

$432.8

D
epreciation,

depletion
and

am
ortization

$
82.2

$
81.6

$
76.7

$
63,6

$
52.7

$
42.6

$
37.8

$
30.3

$
27.8

$
28,7

T
axes,

other
than

incom
e

taxes
$

44.2
$

46.3
$

41.1
$

40.1
$

33.0
$

26.2
$

22.2
$

19.7
$

16.5
$

14.9

Total
corporate

operating
expenses

$1,549.9
$1,810.4

$1,696.4
$1,694.9

$1,464.9
$1,239.7

$1082.4
$

973.6
$841.2

$666.0

O
perating

profit
$

35.3
$

99.3
$

103.8
$

133.4
$

117.0
$

116.0
$

106.8
$

101.9
$

73.0
$

57.9

O
ther

incom
e

(expense)
$

(60.5)
$

20.9
$

11.7
$

14.5
$

24.9
$

9.2
$

15.1
$

10.8
$

15.8
$

33

O
p
eratin

g
incom

e
O

rganic
M

aterials
$

8.5
$

29.2
$

47.2
1

55,6
$

43.5
$

49.8
$

55.8
$

49.4
$

48.8
$

21.1

B
u
stn

essG
r

R
oad

M
aterials

$
38.9

$
57.9

$
57.2

$
55.0

$
36.2

$
21.0

$
17.1

$
12.0

$
14.0

$
12.9

(b
efo

re
corporate

Forest
P

roducts
$

10.3
$

42.9
$

21.3
$

31.9
$

26.2
$

25.8
$

18.6
$

25.4
$

17.6
$

20,7

o
v
erh

ead
)

E
ngineered

M
etal

P
roducts

$
4.9

$
13.4

$
9.5

$
11.4

$
13.6

$
17.5

$
20.8

$
20.0

$
8.4

$
7.0

E
ngineering

and
C

onstruction
$

(16.3)
$

(7.6)
$

(0.4)
$

10.5
$

18.2
$

20.1
$

13.0
$

7.7
$

2.8
$

(2.7)

M
iscellaneous

$
(46.0)

$
6.9

$
4.8

$
5.7

$
22.1

$
3.8

$
8.5

$
8.6

$
13.2

$
13.2

Total
operating

incom
e

from
continuing

operations
$

0.3
$

142.7
$

139.6
$

170.1
$

159.8
$

138.0
$

133.8
$

123.1
$104.8

$
72.2

C
o
rp

o
ratein

co
m

e
C

orporateoverhead
(in

clu
d
ed

in
ab

o
v
eex

p
en

ses)
$

25.5
$

22.5
$

24.1
$

22.2
$

17.9
$

12,8
$

11.9
$

10.4
$

16.0
$

11.0

(L
o
ss)

Incom
e

(loss)
beforetaxes

and
interestexpense

$
(25.2)

$
120.2

$
115.5

$
147.9

$
141.9

$
125.2

$
121.9

$
112.7

$
88.8

$
61.2

Inlerestexpense
$

29.7
$

33.7
$

32.9
$

20.6
$

13.2
$

11.8
$

12.6
$

11.8
$

12.6
$

10.1

,

Incom
e

taxes
(benefit)

$
(23.8)

$
34.4

$
22.9

$
42.4

$
52.7

$
47.0

$
41.8

$
40.6

$
28.4

$
21.6

N
et

incom
e

(loss)
from

continuing
operations

$
(31

1)
$

52
1

$
59

7
$

849
$

760
$

664
$

67
5

$
603

$
478

$
29

5

.
.

.

P
reference

and
preferred

dividends
$

8.1
$

7.9
$

0.6
$

0.6
$

0.6
$

0.6
$

0.6
$

0.6
$

0.6
$

0.6

.
.

‘

Incom
e

(loss)
to

com
m

on
shareholders

$
(39.2)

$
44.2

$
59.1

$
843

$
75.4

$
65.8

$
66.9

$
59.7

$
47.2

$
28.9

F
in

an
cial

P
osition

C
urrent

assets
$

490.1
$

542.8
$

644.9
$

535,3
$

530.4
$

438.9
$

427.1
$

369.4
$339.1

$255.1

A
t

D
ecem

ber
31,

C
urrent

liabilities
$

246.4
$

272.1
$

319.9
$

270.0
$

247.7
$

208.3
$

167.7
$

150.6
$144.0

$107.0

W
orking

capital
$

243.7
$

270.7
$

325.0
$

265.3
$

282.7
$

230.7
$

259.3
$

218.8
$195.1

$148.0

Property,
plant

and
equipm

ent—
net

$
633.6

$
679.1

$
667.0

$
555.8

$
457.7

$
378.1

$
325.5

$
255.3

$226.7
$240.3

.
.
,
.

.

Total
assets

$1,192.9
$1,328.2

$1,389.5
$1,140.7

$1,036.1
$

870.3
$

783.6
$

679.7
$647.9

$520.2

:
.

L
ong-term

debt
and

capital
lease

obligations
$

275.7
$

288.9
$

308.7
$

224.2
$

233.6
$

152.0
$

159.7
$

132.6
$166.6

$112.8

Total
debt—

%
of

total
capitalization

31%
30%

32%
29%

32%
26%

28%
27%

35%
30%

C
om

m
on

shareholders’
equity

$
544.1

$
629.1

$
619.5

$
582.2

$
498.3

$
454.8

$
410.2

$
353.3

$297.1
$259.0

D
a
ta

P
erC

om
m

on
E

arnings
(loss)

from
continuing

operations
$

(1.41)
$

1.60
$

2.19
$

3.21
$

3.01
$

2.64
$

2.70
$

2.49
$

2.04
$

1.28

S
h
a
re

C
om

m
on

stock
dividends

1.40
$

1.40
$

1.40
$

1.25
$

1.125
$

0.95
$

0.80
$

0.65
$

0.535
$

0.45

S
hareholders’

equity
$

19.49
$

22.58
$

22.41
$

21.81
$

20.12
$

18.21
$

16.50
$

14.57
$

12.81
$

11.39

O
th

e
r

S
tatistics

C
apital

expenditures
$

76.7
$

182.1
$

2309
$

177.1
$

144.5
$

104.5
$

90.6
$

62.2
$

80.3
$

61.7

C
ash

flow
$

18.6
$

132.8
$

134.6
$

141.5
$

141.7
$

114.8
$

107.3
$

94.3
$

72.5
$

59.8

C
urrent

ratio
1.99-to-i

1.99-to-i
2.02-to-i

1.98-to-i
2.14-to-i

2.11-to-i
2.55-to-i

2.45-to-i
2.35-to-i

2.38-to-i

R
eturn

on
average

invested
capital

(2
4%

)
67%

77%
120%

12
1%

124%
134%

13
5%

122%
9

1°1’

.

R
eturn

on
average

com
m

on
equity

(7.8%
)

7.2%
9.0%

15.8%
16.2%

15.6%
17.6%

18.5%
17.1%

11.8%

“
-
‘

A
verage

com
m

on
sh

ares
outstanding

(thousands)
27,854

27
667

26
989

26
228

25
031

24
886

24
809

24
002

23
141

22
531

‘:
S

hareholders
at

year
end

22,489
20,326

18362
18,115

17,729
17,553

16,729
15,352

15,164
15,639

.

A
verage

num
ber

of
em

ployees
17,334

20113
21,029

22,087
20,858

18,168
17,880

17,549
15,763

15,921

R
eclassified

to
conform

w
ith

1982
classifications



2
4In

d
e
x

to
C

o
n
so

lid
a
te

d
F

in
a
n
c
ia

l
S

ta
te

m
e
n
ts

K
o
p
p
ers

C
om

pany,
Inc.

C
overed

by
R

eport
of

C
ertified

P
ublic

A
cco

u
n
tan

ts

C
o
n
so

lid
ated

S
tatem

en
t

of
O

p
eratio

n
s

S
ta

te
m

e
n
t

of
A

cco
u
n
tin

g
P

o
lic

ie
s

K
o
p
p
ers

C
om

pany,
Inc.

and
S

ubsidiaries

T
h
e

m
ajor

accounting
policies

of
the

C
o
m

p
an

y
are

set
forth

below
.

T
he

w
ord

‘C
om

pany’
as

used
in

this
report

includes

co
n
so

lid
ated

entities
as

w
ell

as
K

oppers

C
o
m

p
an

y
,

Inc.

P
rin

cip
les

of
C

onsolidation—
T

he
co

n
so

li

d
a
te

d
statem

ents
include

the
accounts

of
the

C
o
m

p
an

y
and

all
of

its
subsidiaries.

All

in
terco

m
p
an

y
transactions

have
been

elim
in

ated
.

In
v
en

to
ries—

In
v
en

to
ries

are
valued

at
the

lo
w

er
of

cost
or

m
arket.

C
ost

for
ap

p
ro

x
i

m
ately

65%
and

67%
of

inventories
for

1982

a
n
d

1981,
respectively,

is
determ

ined
by

the

L
IF

O
(last-in,

first-out)
m

ethod.
C

ost
for

the

rem
ain

d
er

of
the

inventories
represents

av
er

a
g
e

costs
or

standard
costs,

w
hich

ap
p
ro

x
i

m
a
te

actual
on

the
FIFO

(first-in,
first-out)

b
a
sis.

M
arket

is
replacem

ent
cost

for
raw

m
aterials

and
net

realizable
value

for
w

ork
in

p
ro

c
e
ss

and
finished

goods.

in
v
estm

en
ts—

C
o
m

p
an

ies
ow

ned
betw

een

2
0
%

and
50%

are
accounted

for
on

the

eq
u
ity

m
ethod

except
for

certain
foreign

in
v
estm

en
ts

accounted
for

at
cost

because

o
f

repatriation
regulations.

F
ixed

A
ssets—

B
uildings,

m
achinery

and

equipm
ent

are
depreciated

on
the

straight-

line
m

ethod
over

their
useful

lives.
All

o
rd

i

nary
m

aintenance
and

repair
ex

p
en

ses
are

charged
to

operations.
T

im
ber

and
m

ineral

properties
are

depleted
on

the
basis

of
units

produced.
W

hen
land,

standing
tim

ber
or

property

units
are

sold,
the

difference
betw

een
selling

price
and

cost,
after

recognition
of

accu
m

u

lated
depreciation

and
depletion,

is
reflected

as
O

ther
incom

e.

L
ong-T

erm
C

o
n
tracts—

S
ales

and
incom

e

on
long-term

construction
contracts

are

accounted
for

on
the

percentage-of-

com
pletion

basis;
losses

are
recognized

as

soon
as

they
are

determ
ined.

P
en

sio
n

P
lans—

T
he

C
om

pany
has

pension

plans
covering

substantially
all

em
ployees.

T
he

C
om

pany
provides

for
am

ortization
of

unfunded
prior

service
costs

over
periods

up

to
40

years
and

pays
provisions

for
pension

expense
into

trust
funds

annually.

in
co

m
e

T
axes—

B
enefits

from
investm

ent

tax
credit

are
reflected

currently
in

incom
e.

E
arn

in
g
s

P
er

S
hare—

E
arnings

(loss)
per

share
have

been
com

puted
on

the
basis

of

the
average

num
ber

of
com

m
on

shares

outstanding.
T

he
effect

on
earnings

resulting

from
the

assum
ed

conversion
of

preference

stock
is

antidilutive,

R
ep

o
rt

o
f

24
C

ertified
P

u
b
lic

A
cco

u
n
tan

ts

A
rthur

Y
oung

&
C

om
pany

C
ertified

Public
A

ccountants

T
he

B
oard

of
D

irectors
and

S
hareholders

K
oppers

C
om

pany,
Inc.:

W
e

have
exam

ined
the

consolidated

financial
statem

ents
of

K
oppers

C
om

pany,

Inc.
and

subsidiaries
listed

in
the

acco
m

p
a

nying
Index

to
Financial

S
tatem

ents.
O

ur

exam
inations

w
ere

m
ade

in
accordance

w
ith

generally
accepted

auditing
standards

and,

accordingly,
included

such
tests

of
the

accounting
records

and
such

other
auditing

procedures
as

w
e

considered
necessary

in

the
circum

stances.
In

our
opinion,

the
financial

statem
ents

listed
in

the
accom

panying
Index

to
Financial

S
tatem

ents
present

fairly
the

consolidated

financial
position

of
K

oppers
C

om
pany,

Inc.

and
subsidiaries

at
D

ecem
ber

31,
1982

and

1981
and

the
consolidated

results
of

o
p
era

tions
and

changes
in

financial
position

for

each
of

the
three

years
in

the
period

ended

D
ecem

ber
31,

1982,
in

conform
ity

w
ith

g
en

erally
accepted

accounting
principles

applied

on
a

consistent
basis

during
the

period.

2400
K

oppers
B

uilding
Pittsburgh,

P
ennsylvania

15219
January

21,
1983

R
ep

o
rt

of
C

ertified
Public

A
ccountants

S
tatem

en
t

of
accounting

policies

C
o
n
so

lid
ated

statem
ent

of
operations

for
the

years
ended

D
ecem

ber
31,

1982,
1981

and
1980

25

C
o
n
so

lid
ated

balance
sheet

at
D

ecem
ber

31,
1982

and
1981

26-27

F
o
r

the
years

ended
D

ecem
ber

31,
1982,

1981
and

1980:

C
onsolidated

statem
ent

of
changes

in
financial

position
28

C
onsolidated

statem
ent

of
shareholders’

equity
other

than
redeem

able
convertible

preference
stock

29

N
o
te

s
to

financial
statem

ents
30

S
ch

ed
u
les

for
the

years
ended

D
ecem

ber
31,

1982,
1981

and
1980:

S
chedule

V
—

Property,
plant

and
equipm

ent
34

S
chedule

V
l—

A
ccum

ulated
depreciation,

depletion
and

am
ortization

35

S
chedule

V
III—

V
aluation

and
qualifying

accounts
.

35

S
chedule

IX
—

Short-term
borrow

ings
36

S
chedule

X
—

S
upplem

entary
incom

e
statem

ent
inform

ation
36

S
c
h
e
d
u
le

s
I,

Il,
III,

IV,
V

II,
XI,

XII
and

XIII
are

not
given,

as
the

subject
m

atter
thereof

either
is

not
present

o
r

is
not

p
resen

t
in

am
ounts

sufficient
to

require
subm

ission
of

the
sch

ed
u
les

or
b
ecau

se
the

inform
ation

req
u
ired

is
included

in
the

financial
statem

ents
or

the
notes

thereto.

Y
ears

ended
D

ecem
ber

31,
1982

1981*
1980’

K
oppers

C
om

pany,
Inc.

and
S

u
b
sid

iaries
E

xplanations

($
T

housands,
except

per
share

figures)

$1,585,206
$1,909,744

$
1
8
0
0
2
5
0

N
et

sales
1

1.
Total

received,
or

receivable,
from

O
perating

ex
p
en

ses:
custom

ers.
E

xcludes
discontinued

operations

1,247,719
1,505,488

1,417,084
C

ost
of

sales
2

82,223
81,570

76,659
D

epreciation,
depletion

and
am

ortization
3

2.
D

irectly
related

to
operating

levels;
w

ages,
salaries,

raw
m

aterials,

44,242
46,270

41,092
T

axes,
other

than
incom

e
tax

es
4

energy,
transportation,

pensions,

175,697
177,083

161,605
S

elling,
research

,
g
en

eral
and

supplies
and

services

adm
inistrative

ex
p
en

ses
3.

R
elated

to
the

C
om

pany’s
invest-

1,549,881
1,810,411

1,696,440
m

ent
in

fixed
assets—

this
portion

35,325
99,333

103,810
O

perating
profit

of
the

original
cost

of
m

achinery,
plants,

etc.
has

been
allocated

O
ther

incom
e

(ex
p
en

se):
6

against
the

year’s
incom

e.

(21,506)
7,433

(2,374)
Profit

(loss)
on

o
p
eratio

n
s

d
isp

o
sed

of
or

4.
N

ot
closely

related
to

operating

clo
sed

(N
ote

8)
7

levels,
social

security
and

unem

4,187
5,164

3,792
Profit

on
sales

of
capital

assets
8

ploym
ent

taxes,
state

and
local

(40,362)
(3,023)

—
P

rovision
for

decline
in

value
of

investm
ent

franchise
and

real
estate

taxes.

(N
ote

2)
9

5.
S

alesm
en’s

com
pensation,

(7,722)
5,369

5,138
E

quity
in

earn
in

g
s

(lo
sses)

of
affiliates

corporate
staff

and
officers’

salaries,

(dividends
received:

1982—
$9,204;

pensions,
and

other
general

1981—
$8,304;

1980—
$4,328)

10
expenses.

4,372
4,635

3,458
Interest

incom
e

6.
N

ot
resulting

directly
from

sale
of

461
1,350

1,632
M

iscellaneous
C

om
pany

products,
although

m
ost

is
included

in
operating

incom
e

of
b
u
si

(60,570)
20,928

11,646
ness

segm
ents;

see
page

33.

(25,245)
120,261

115,456
Incom

e
(loss)

before
interest

ex
p
en

se
and

7.
G

ain
or

loss
realized

from
sale

or

provision
for

incom
e

tax
es

w
rite-ott

of
assets

of
business

lines
or

facilities.

.
Interest

expense:
12

26,907
28,560

23,164
Term

debt
8.

Profit
on

sales
of

equipm
ent,

facili
ties,

etc.
no

longer
needed.

2,769
5,194

9,700
O

ther
9.

R
ecognition

that
the

realizable

29,676
33,754

32,864
value

of
an

investm
ent

(E
xplanation

(54,921)
86,507

82,592
Incom

e
(loss)

from
continuing

o
p
eratio

n
s

10,
page

26)
has

fallen
below

the
value

carried
on

the
balance

sheet.
before

provision
for

incom
e

tax
es

(23,790)
34,445

22,867
P

rovision
(benefit)

for
incom

e
tax

es
(N

ote
9)

13
10.

R
epresents

K
oppers

portion
of

earnings
or

losses
of

com
panies

in

S
(31,131)

$
52,062

$
59,725

Incom
e

(loss)
from

continuing
o
p
eratio

n
s

14
w

hich
it

has
20%

-50%
ow

nership.

D
iscontinued

o
p
eratio

n
s

(N
ote

8):
15

11.
From

short-term
cash

investm
ents.

(3,096)
(420)

(5,765)
L

oss
from

discontinued
o
p
eratio

n
s

(less
12.

C
ost

of
borrow

ed
funds

applicable
incom

e
tax

benefit:
1982—

$2,633;
13.

Total
incom

e
taxes

and
credits’

1981—
$559;

1980—
$5,146)

federal,
state

and
foreign

(4,305)
—

—
L

oss
on

d
isp

o
sal

of
discontinued

14.
This

w
as

earned
for

all
share-

o
p
eratio

n
s

(less
ap

p
licab

le
incom

e
holders

by
businesses

that
will

co
n

tax
benefit

of
$2,378)

tinue
to

be
operated

in
future,

5
(38,532)

$
51,642

$
53,960

N
et

incom
e

(loss)
for

the
y
ear

16
15.

A
fter-tax

effect
of

decisions
m

ade

D
ividends

on:
in

1982
not

to
rem

ain
in

certain
businesses.

7,500
7,285

—
R

ed
eem

ab
le

convertible
p
referen

ce
stock

600
600

600
C

um
ulative

preferred
stock

16.
A

her
including

al
operations.

S
(46,632)

$
43,757

$
53,360

N
et

incom
e

(loss)
applicable

to
com

m
on

stock
17

17.
This

portion
of

net
incom

e
(loss)

w
as

applicabe
to

com
m

on
share-

27,854
27,667

26,989
A

verage
num

ber
of

sh
ares

of
com

m
on

stock
holders,

in
1982,

$39.0
m

illion
w

as

outstanding
during

year
(in

th
o
u
san

d
s)

paid
in

dividends,
the

sum
of

the
net

E
arnings

(loss)
per

sh
are

of
com

m
on

stock.
loss

and
alt

dividends
w

as
charged

against
retained

earnings,
thus

re

5(1.41)
$1.60

$2.19
F

rom
continuing

o
p
eratio

n
s

ducing
com

m
on

shareholders’

$(1.67)
$1.58

$1.98
N

et
earn

in
g
s

(loss)
to

com
m

on
stock

equity.

*R
esults

have
been

reclassified
to

conform
w

ith
1982

classifications
(N

ote
8)

(S
ee

accom
panying

statem
ent

of
accounting

policies

and
notes

to
financial

statem
ents.)



2
6

C
o
n
so

lid
a
te

d
B

a
la

n
c
e

S
h
e
e
t

A
s
s
e
ts

D
ecem

ber
31,

K
oppers

C
om

pany,
Inc.

and
S

u
b
sid

iaries
E

xplanations

1982
1981

($
T

housands)

C
urrent

assets;
1

This
portion

of
balance

sheet
show

s

S
74,858

$
46,824

C
ash,

including
short-term

investm
ents

of
$65,739

in
1982

w
h
t

K
oppers

ow
ned.

and
$41,458

in
1981

2
1.

Likely
to

be
converted

into
cash

w
ithin

one
year.

207,529
264,874

A
ccounts

receivable,
principally

trade,
less

2.
Prim

arily
kept

in
bank

accounts
for

allow
ance

for
doubtful

acco
u
n
ts

of
$5,015

in
1982

norm
al

business
use

or
invested

in

and
$4,720

in
1981

short-term
notes

13,102
—

R
efundable

federal
incom

e
tax

es
(N

ote
9)

4
3.

A
m

ounts
ow

ed
to

C
om

pany
by

Inventories
(N

ote
1):

custom
ers

and
others.

A
t

cost—
F

IF
O

(first-in,
first-out)

basis:
4.

Funds
to

be
received

in
1983

from
overpaym

ent
of

taxes
during

1982.

134,604
160,367

P
roduct

5.
G

oods
being

stockpiled
or

used
in

36,036
50,732

W
ork

in
p
ro

cess
the

process
of

m
anufacturing

or
held

98,271
129,492

R
aw

m
aterials

and
supplies

for
sale.

V
alue

of
these

inventories
is

based
on

the
FIFO

accounting
m

eth
od,

w
hich

reflects
the

m
ost

recent

268,911
340,591

cost
of

goods

97,253
126,836

L
ess

ex
cess

of
FIFO

co
st

over
L

IFO
(last-in,

first-out)
6

6.
C

om
pany

uses
LIFO

accounting
for

substantially
all

dom
estic

invento
ries

to
charge

current
incom

e
w

ith

171,658
213,755

m
ost

recent
costs

of
goods,

thus

22,980
17,297

P
repaid

ex
p
en

ses
8

elim
inating

illusory
inventory

profits.

7.
LIFO

value
of

inventory
results

in

490,127
542,750

T
otal

cu
rren

t
assets

9
understatem

ent
of

C
om

pany
assets.

S
ee

discussion
on

page
16.

Investm
ents:

10
8.

A
m

ounts
paid

in
advance

for
item

s

35,756
83,304

A
ffiliated

co
m

p
an

ies,
at

equity
(N

ote
2)

to
be

rendered
in

the
future,

such
as

6,889
6,816

A
ffiliated

and
other,

at
co

st
insurance

prem
ium

s,
property

taxes
and

rents.

9.
S

ee
discussion

of
w

orking
capital

42,645
90,120

on
page

16.

F
ixed

assets,
at

cost:
11

10.
K

oppers
ow

nership
in

other

130,161
123,669

B
uildings

com
panies.

940,961
907,21

1
M

achinery
and

eq
u
ip

m
en

t
11.

T
he

original
am

ount
paid

for
C

om
pany-ow

ned
buildings,

m
achin

ery
and

equipm
ent.

1
,0

7
1
,1

2
2

1,030,880
12.

A
ccum

ulation
of

the
portion

of

572,336
493,955

L
ess

accu
m

u
lated

d
ep

reciatio
n

12
the

original
am

ount
paid

for
fixed

assets
that

has
been

allocated

498,786
536,925

to
operating

costs
since

the
assets

w
ere

purchased.

6,926
12,997

A
ssets

under
capital

leases,
net

of
accu

m
u
lated

am
ortization

of
$5,134

in
1982

and
$10,316

in
1981

(N
ote

4)
13.

C
ost

of
properties

having
exhaustible

resources,
such

as
tim

-

84,444
87,597

D
epletable

p
ro

p
erties,

less
accu

m
u
lated

depletion
ber,

coal
and

stone,
reduced

for

of
$14,584

in
1982

and
$14,826

in
1981

.
13

value
of

resources
used

in
the

past.

43,446
41,558

L
and

14.
T

he
total

net
cost

assigned
to

everything
K

oppers
ow

ns.

633,602
679,077

26,550
16,228

O
ther

assets

$
1
,1

9
2
,9

2
4

$1,328,175
14

C
o
n
so

lid
a
te

d
B

a
la

n
c
e

S
h
e
e
t

L
iab

ilities
a
n
d

S
h
a
re

h
o
ld

e
rs’

E
q
u
ity

D
ecem

ber
31,

1982
1981

K
oppers

C
om

pany,
Inc.

and
S

u
b
sid

iaries
,

E
xplanations

($
T

housands,
except

per
share

figures)
-

C
urrent

liabilities:
1

This
p
o
rto

n
of

b
a
a
n
c
e

sh
eet

sh
o
w

s

S
58,693

$
75,699

A
ccounts

payable,
principally

trade
2

everything
K

oppers
ow

ed

A
c
c
ru

e
d

liab
ilities:

1.
T

h
ese

are
liabilities

p
ay

ab
ie

w
ithir

one
year

4,485
17,414

Incom
e

tax
es

2.
D

ue
to

suppiers
for

goods
an

d

29,446
28,901

P
ensions

(N
ote

3)
serv

ices
provided

28,021
18,608

Insurance
3.

A
m

ounls
o
w

ec
but

not
req

u
red

to

40,553
38,576

Payroll
and

other
co

m
p
en

satio
n

co
sts

be
paid

at
year

end

54,001
49,733

O
ther

accru
als

4.
For

services
and

products
paid

for

by
cu

sto
m

ers,
w

hich
K

o
p
p
ers

w
ill

19,883
15,168

A
dvance

p
ay

m
en

ts
received

on
co

n
tracts

4
provide

in
the

near
future

11,292
22,227

T
erm

debt
and

obligations
under

capital
leases

5.
R

epaym
ent

of
iong-term

debt
and

d
u
e

w
ith

in
o
n
e

y
e
a
r

5
capital

lease
obligations

req
u
ired

during
com

ing
year.

—
5,750

S
hort-term

debt
6.

C
o
m

p
an

y
s

cu
rren

t
assets

at
y
ear-

en
d

1982
co

v
ered

th
ese

liabilities
by

246,374
272,076

T
otal

current
liabilities

6
a

current
ratio

of
1.99-to-i.

S
ee

d
iscu

ssio
n

on
p
ag

e
16.

269,764
278,090

T
erm

debt,
due

after
one

year
(N

ote
5)

7.
B

orrow
ings

used
to

expand
K

oppers
incom

e-producing
base.

S
hareholders

can
benefit

as
this

5,959
10,839

O
bligations

under
capital

leases
(N

ote
4)

8
added

capital
generates

earnings
in

excess
of

interest
costs

on
the

debt.

15,619
13,948

D
eferred

co
m

p
en

satio
n

(N
ote

7)
8.

The
C

om
pany

leases
land,

buildings,
m

ach
in

ery
an

d
eq

u
ip

m
en

t.

A
s

w
ith

long-term
debt,

th
ere

is
an

21,153
34,170

D
eferred

incom
e

tax
es

obligation
to

pay
oft

portions
of

these

leases
each

year.
This

represents
the

.
present

value
of

lease
paym

ents
that

75,000
75,000

R
ed

eem
ab

le
convertible

p
referen

ce
stock,

no
par

will
be

m
ade

in
the

future.

value,
stated

value
$100

per
sh

are:
authorized

1,000,000
sh

ares;
9.

D
ifferences

in
acco

u
n
tin

g
ru

les

and
tax

regulations
result

in
certain

issu
ed

and
outstanding

750,000
sh

ares,
10%

series
(N

ote
6)

incom
e

and
expenses

in
financial

.

-eports
that

are
not

included
in

tax

15,000
15,000

C
um

ulative
preferred

stock
(not

su
b
ject

to
m

andatory
reports

in
the

sam
e

year.
This

total

represents
the

taxes
on

the
differ-

red
em

p
tio

n
),

$100
par

value:
authorized

300,000
sh

ares;
issu

ed
ence

that
will

be
paid

in
future

years.

and
outstanding

150,000
sh

ares,
4%

series
io.

T
he

totai
of

th
ese

item
s,

$544.1

m
illion,

rep
resen

ts
the

total
co

m
m

o
n

sh
areh

o
ld

ers’
o
w

n
ersh

ip
in

K
o
p
p
ers

34,889
34,819

C
om

m
on

stock,
$1.25

par
value:

authorized
60,000,000

sh
ares;

at
the

close
of

1982.
C

om
m

on
equity

issu
ed

and
outstanding

27,910,834
sh

ares
in

1982;
w

as
equa

to
$19.49

for
each

share

of
co

m
m

o
n

sto
ck

o
u
tstan

d
in

g
at

th
e

issu
ed

27,857,138
and

outstanding
27,855,478

sh
ares

in
1981

10
close

of
1982,

versus
$22.58

at
the

.

en
d

o
1981

T
he

red
u
ctio

n
is

d
is

133,501
132,935

C
apital

in
ex

cess
of

par
value

.

cu
ssed

in
ex

p
lan

atio
n

17
on

p
ag

e
25.

375,665
461,298

E
arnings

retained
in

the
b
u
sin

ess
(N

ote
5)

10

$1,192,924
$1,328,175

(S
ee

accom
panying

statem
ent

of
accounting

policies
and

notes
to

financial
statem

ents.)

(S
ee

accom
panying

statem
ent

of
accounting

policies
and

notes
to

financial
statem

ents.)



C
o
n
so

lid
a
te

d
S

ta
te

m
e
n
t

o
f

C
h
a
n
g
e
s

in
F

in
an

cial
P

o
sitio

n

Y
ears

ended
D

ecem
ber

31,
K

oppers
C

om
pany,

Inc.
and

S
ubsidiaries

E
xplanations

1982
1981*

1980*

($
T

housands)
S

ource
of

funds:
1

1.
W

here
the

funds
cam

e
from

:

O
perations:

2.
From

line
14

on
page

25.

S
(3

1
,1

3
1
)

$
52062

$
59,725

Incom
e

(loss)
from

continuing
operations

2
3.

This
operating

cost
does

not

82,223
81,570

76659
D

epreciation,
depletion

and
am

ortization
3

require
the

paym
ent

of
funds,

w
hich

(7,015)
4,975

5,174
D

eferred
incom

e
taxes

and
other

are
retained

for
use

in
the

business

ex
p
en

ses
4.

Taxes
and

other
expenses

not

50,037
7,114

—
Provision

for
operations

disposed
of

or
paid

currently,
available

for
use

in

closed
and

decline
in

value
of

investm
ents

5
operations

until
the

tim
e

w
hen

pay-

14,988
4,615

(810)
E

quity
in

(earnings)
lo

sses
of

affiliated
m

ent
becom

es
due.

com
panies,

less
dividends

received
6

5.
Plant

w
rite-otis

and
w

rite-dow
ns

of
investm

ents
reduced

incom
e

but
109,102

150,336
140,748

Total
from

continuing
operations

did
not

result
in

an
outflow

of
funds

(7,401)
(420)

(5,765)
L

oss
from

discontinued
operations

7
T

he
am

ount
by

w
hich

incom
e

w
as

reduced
represents

funds
retained

2,059
1,994

2,201
D

epreciation,
depletion

and
am

ortization
for

use
in

the
business

2,439
782

4,125
D

eferred
incom

e
taxes

and
other

ex
p
en

ses
6.

Includes
cash

dividends
received

(2,903)
2,356

561
Total

from
discontinued

operations
7

from
certain

equity
affiliates

plus
the

C
om

pany’s
portion

of
the

losses
in-

106,199
152,692

141,309
F

unds
provided

from
operations

curred
by

affiliated
com

panies
that

23,232
1,602

134,558
T

erm
debt

and
capital

leases
issued

8
reduced

K
oppers

incom
e

but
did

not

2,165
5,821

26,413
C

om
m

on
stock

issued
9

result
in

an
outflow

of
funds.

—
—

72,590
P

reference
stock

issued,
net

of
associated

7.
L

osses
reported

on
incom

e
state-

ex
p
en

ses
m

ent
include

certain
expenses

that

20,546
39,313

7,812
B

ook
value

of
fixed

assets
and

did
not

require
paym

ent
of

funds,
as

other
noncurrent

assets
d
isp

o
sed

of
or

sold
io

explained
in

3
and

4
above.

8.
B

orrow
ings

explained
on

page
16.

152,142
199,428

382,682
11

9.
N

egotiated
value

of
com

panies
D

isposition
of

funds:
12

acquired
in

exchange
for

shares
of

76,677
182,106

230,871
C

apital
investm

ents
13

com
m

on
stock,

plus
value

of
shares

33,157
21,343

50,065
T

erm
debt

and
capital

leases
retired

14.
contributed

to
E

m
ployee

Stock

47,101
46,653

38,387
D

ividends
paid

15
O

w
nership

Plan.

1,529
1,233

2,347
T

reasury
stock

acquired
10.

R
eceived

from
disposal

of
equip-

17,839
1,751

1,038
Issuance

of
receivables

due
after

one
year

16
m

ent,
facilities,

etc.
no

longer
needed

in
operations.

2,760
647

253
O

ther
11.

Total
funds

from
all

sources.

179,063
253,733

322,961
12.

W
here

the
funds

w
ent:

$
(2

6
,9

2
1
)

$(54,305)
$

59,721
Increase

(d
ecrease)

in
w

orking
capital

17
13.

To
provide

further
grow

th.

C
hanges

in
com

ponents
of

w
orking

capital:
18

14.
R

epaym
ent

of
obligations.

Increase
(d

ecrease)
in

current
assets:

15.
R

eturns
to

com
m

on,
preference

S
28,034

$(37,553)
$

73,665
C

ash
and

short-term
investm

ents
and

preferred
shareholders.

(44,243)
(33,496)

3,163
A

ccounts
receivable

16.
Includes

notes
received

on
sale

(42,097)
(26,584)

28,459
Inventories

of
certain

investm
ents

and
assets.

5,683
(4,472)

4,313
P

repaid
ex

p
en

ses
17.

Subtracting
funds

paid
out

from
funds

generated
results

in
a

change
(52,623)

(102,105)
109,600

in
w

orking
capital

em
ployed.

Increase
(d

ecrease)
in

current
liabilities:

18.
T

his
section

show
s

how
the

(17,006)
(21,018)

(2,713)
A

ccounts
payable

change
in

w
orking

capital
affected

3,274
46

20,128
A

ccrued
liabilities

the
item

s
in

current
assets

and
cur-

4,715
(7,637)

2,674
A

dvance
paym

ents
received

on
contracts

rent
liabilities.

(10,935)
353

4,521
T

erm
debt

and
obligations

under
capital

leases

due
w

ithin
one

year

(5,750)
(19,544)

25,269
S

hort-term
debt

(25,702)
(47,800)

49,879

5
(2

6
,9

2
1
)

$(54,305)
$

59,721
Increase

(d
ecrease)

in
w

orking
capital

(S
ee

accom
panying

statem
ent

of
accounting

policies
and

notes
to

financial
statem

ents.)
R

esults
have

been
reclassified

to
conform

w
ith

1982
classifications

(N
ote

8).

C
o
n
so

lid
a
te

d
S

ta
te

m
e
n
t

o
f

S
h
a
re

h
o
ld

e
rs’

E
q
u
ity

O
th

er
T

h
an

R
e
d
e
e
m

a
b
le

C
o
n
v
e
rtib

le
P

re
fe

re
n
c
e

S
to

ck

K
oppers

C
om

pany,
Inc.

and
S

ubsidiaries
(A

m
ounts

in
thousands,

except
outstanding

shares
and

per
share

figures)

O
utstanding

S
hares

E
arnings

C
um

ulative
C

um
ulative

C
apital

in
R

etained

Preferred
C

om
m

on
Preferred

C
om

m
on

E
xcess

of
in

the

Stock
Stock

Stock
Stock

Par
V

alue
B

usiness
Total

B
alan

ce
at

D
ecem

b
er

31,
1979

150,000
26,698,328

$15,000
$33,373

$108,137
$440,736

$597,246

N
et

incom
e

for
the

year
1980

—
—

—
53,960

53,960

C
ash

dividends
paid:

O
n

preferred
stock,

$4.00
per

share
—

—
—

(600)
(600)

O
n

com
m

on
stock,

$1.40
per

share
—

—
—

(37,787)
(37,787)

E
xpenses

asso
ciated

w
ith

redeem
able

convertible
preference

sh
ares

issued
—

—
(2,410)

—
(2,410)

P
urchase

of
com

m
on

stock
for

treasury
(95,374)

—
(119)

(2,228)
—

(2,347)

C
om

m
on

stock
issued

during
1980:

A
cquisitions

accounted
for

as
purchases

905,546
—

1,132
21,657

—
22,789

C
ontributed

to
E

m
ployee

S
tock

O
w

nership
Plan

42,689
—

53
1,148

—
1,201

C
om

m
on

stock
issued

from
treasury

to
E

m
ployee

S
avings

and
Profit

S
haring

Plan
95,374

—
119

2,304
—

2,423

B
alan

ce
at

D
ecem

b
er

31,
1980

150,000
27,646,563

15,000
34,558

128,608
456,309

634,475

N
et

incom
e

for
the

year
1981

—
—

—
51,642

51,642

C
ash

d
iv

id
en

d
s

paid:

O
n

preference
stock,

$10.00
per

share
—

—
(7,285)

(7,285)

O
n

preferred
stock,

$4.00
per

share
—

—
—

(600)
(600)

O
n

com
m

on
stock,

$1.40
per

share
—

—
—

(38,768)
(38,768)

P
urchase

of
com

m
on

stock
for

treasury
(58,443)

—
(73)

(1,160)
—

(1,233)

C
om

m
on

stock
issued

during
1981:

A
cquisitions

accounted
for

as
purchases

166,499
—

208
3,532

—
3,740

C
ontributed

to
E

m
ployee

S
tock

O
w

nership
Plan

44,076
—

55
815

—
870

C
om

m
on

stock
issued

from
treasury

to
E

m
ployee

S
av

in
g
s

and
Profit

S
haring

P
lan

56,783
—

71
1,140

—
1,211

B
alan

ce
at

D
ecem

b
er

31,
1981

150,000
27,855,478

15,000
34,819

132,935
461,298

644,052

N
et

loss
for

the
year

1982
—

—
—

(38,532)
(38,532)

C
ash

dividends
paid:

O
n

preference
stock,

$10.00
per

share
—

—
—

(7,500)
(7,500)

O
n

preferred
stock,

$4.00
per

share
—

—
—

(600)
(600)

O
n

com
m

on
stock,

$1.40
per

share
—

—
—

(39,001)
(39,001)

P
u
rch

ase
of

com
m

on
stock

for
treasury

(101,804)
—

(127)
(1,402)

—
(1,529)

C
om

m
on

stock
issued

during
1982:

C
ontributed

to
E

m
ployee

S
tock

O
w

nership
Plan

53,696
—

67
645

—
712

C
om

m
on

stock
issued

from
treasury

to
E

m
ployee

S
avings

and
Profit

S
haring

Plan
103,464

—
130

1,323
—

1,453

B
alan

ce
at

D
ecem

b
er

31,
1982

150,000
27,910,834

$15,000
$34,889

$133,501
$375,665

$559,055

(S
ee

accom
panying

statem
ent

of
accounting

policies
and

notes
to

financial
statem

ents.)



3
0N

o
te

s
to

F
in

a
n
c
ia

l
S

ta
te

m
e
n
ts

D
e
c
e
m

b
e
r3

1
,

1982,
1981

an
d

1980

1
.

In
v
en

to
ries—

D
u
rin

g
1982

and
1981,

in
v
e
n
to

ry
q

u
an

tities
w

ere
red

u
ced

.
T

his

red
u
ctio

n
resulted

in
a

liquidation
of

LIFO

in
v
en

to
ry

quantities
carried

at
low

er
costs

p
rev

ailin
g

in
prior

years
as

com
pared

w
ith

the

c
o
st

of
p
u
rch

ases
in

current
years,

the
effect

o
f

w
hich

increased
net

earnings
in

1982
and

1981
by

approxim
ately

$13,297,000,
or

$0.48

p
e
r

share,
and

$3,769,000,
or

$0.14
per

share,

resp
ectiv

ely
.

2
.

In
v
estm

en
ts—

D
u
rin

g
1982,

the
C

om
pany

in
c
re

a
se

d
its

equity
investm

ent
in

R
ichm

ond

T
an

k
C

ar
C

om
pany

(R
T

C
)

com
m

on
stock

fro
m

$48,825,000
(1,550,000

shares,
or

2
3
.3

%
)

to
$48,975,000

(1,575,000
shares,

or

2
3
.6

%
)

and
ad

v
an

ced
R

ichm
ond

L
easing

C
o
m

p
an

y
(R

L
C

),
a

nonconsolidated
su

b
sid

i

a
ry

of
R

TC
,

$2,200,000
in

the
form

of
a

16%

su
b
o
rd

in
ated

dem
and

note.
D

uring
1982

and

1
9
8
1
,

the
C

om
pany

recognized
equity

incom
e

(lo
sse

s)
of

($4,518,000)
and

$1,509,000,

resp
ectiv

ely
,

and
received

dividends
of

$
7
7
5
,0

0
0

and
$1,162,000

relative
to

their

in
v
estm

en
t.

In
D

ecem
ber,

1982,
the

C
om

pany
w

rote

d
o
w

n
its

investm
ent

in
R

TC
by

$39,304,000
to

a
n

estim
ated

realizable
value

of
$4,725,000.

T
h
e

w
rite-dow

n
w

as
in

recognition
of

R
T

C
’s

se
v
e
re

financial
problem

s
and

the
C

om
pany’s

b
elief

that
this

situation
has

im
paired

the
value

o
f

th
e

investm
ent.

T
he

quoted
m

arket
value

of

th
is

investm
ent

at
D

ecem
ber

31,
1982

w
as

$
5

,3
1

6
,0

0
0

($3375
per

sh
are).

O
n

January
7,

1
9
8
3
,

R
LC

filed
for

protection
under

C
haper

11

o
f

th
e

F
ederal

B
ankruptcy

C
ode.

In
D

ecem
ber,

1982,
the

C
om

pany,

th
ro

u
g
h

its
partnership,

P
eat

M
ethanol

A
sso

ci

a
te

s
(PM

A
)

secu
red

a
letter

of
intent

and
an

a
g
re

e
m

e
n
t

on
term

s
w

ith
the

S
ynthetic

F
uels

C
o
rp

o
ratio

n
(S

F
C

)
to

construct
and

operate
a

p
eat-to

-m
eth

an
o
l

facility
at

a
projected

cost
of

$576,000,000.
S

F
C

has
provided

a
com

m
it

m
e
n
t

to
g
u
aran

tee
up

to
$465,000,000

of
this

th
ro

u
g
h

loan
and

price
guarantees.

T
he

C
om

pany’s
accounting

policy
has

b
e
e
n

to
ex

p
en

se
all

costs
related

to
its

sy
n
fu

els
projects

b
ecau

se
of

uncertainty
of

u
ltim

ate
realization.

D
uring

1982
and

1981,
the

C
o
m

p
an

y
recognized

$6,689,000
(including

$
4
,5

8
2
,0

0
0

for
PM

A
)

and
$6,632,000,

resp
ec

tiv
ely

,
of

equity
lo

sses
from

their
synthetic

fuel

in
v
estm

en
ts.

A
ny

recovery
of

S
F

C
-approved

c
o
sts

w
ill

be
realized

as
a

reduction
of

future

in
v
estm

en
t

and
am

ortized
over

the
life

of
the

p
ro

ject.

3.
R

etirem
en

t
P

lan
s

C
om

pany
P

lans—
T

otal
pension

ex
p
en

se

for
continuing

operations
in

1982
w

as

$25,342,000,
as

com
pared

w
ith

$24,998,000

and
$28,068,000

in
1981

and
1980,

resp
ec

tively.
In

1981,
the

C
om

pany
changed

its

investm
ent

return
assum

ption
from

6%
to

8%

and
increased

the
salary

scale
rate

from
4%

to
6%

to
reflect

current
pension

funds
e
a
rn

ings
experience

and
salary

increases.
T

he
net

effect
of

th
ese

changes
w

as
to

reduce
p
e
n

sion
ex

p
en

se
in

1981
by

$7,524,000
and

increase
net

incom
e

by
$3,738,000,

or
$0.14

per
share.

A
com

parison
of

accum
ulated

plan

benefits
and

plan
net

assets
for

the
C

o
m

pany’s
defined

benefit
plans

as
of

D
ecem

ber

31,
1982

and
1981

is
presented

below
.

($
T

housands)
1982

1981

A
ctuarial

present value
of

accum
ulated

plan
benefits:
V

ested
$210,499

$189331
N

onvested
27,752

28,079

$238,251
$217,410

N
et assets

available
for

benefits
$307,409

$258,984

T
he

rate
used

in
determ

ining
the

actuarial

present
value

of
accum

ulated
plan

benefits

w
as

10%
.

T
he

actuarial
present

value
of

accum
ulated

plan
benefits

is
less

than
that

considered
in

calculating
the

funding
req

u
ire

m
ents

of
the

plan
partly

b
ecau

se
of

differ

en
ces

in
actuarial

assum
ptions

relating
to

future
salaries,

w
ages

and
interest.

T
he

C
om

pany
has

an
E

m
ployee

S
tock

O
w

nership
Plan

(E
S

O
P

)
for

the
benefit

of

em
ployees

upon
retirem

ent.
C

ontributions
to

the
E

S
O

P
are

offset
by

additional
investm

ent

tax
credit.

M
ultiem

ployer
P

lans—
In

addition
to

the

ex
p
en

se
for

the
C

om
pany-sponsored

plans.

the
C

om
pany

had
pension

ex
p
en

se
for

full-

tim
e

em
ployees

of
$4,647,000,

$5,327,000
and

$5,577,000
in

1982,
1981

and
1980,

resp
ec

tively,
for

contributions
to

m
ultiem

ployer
plans

as
determ

ined
by

various
collective

b
arg

ain

ing
agreem

ents.
T

he
relative

position
of

the

C
om

pany
regarding

the
accum

ulated
plan

benefits
and

plan
net

assets
of

m
ultiem

ployer

plans
is

not
determ

inable
by

the
C

om
pany

and
is

not
included

in
the

above
inform

ation.

4.
L

eases—
T

h
e

C
om

pany,
as

lessee,
has

entered
into

various
lease

arrangem
ents

covering
land,

buildings,
m

achinery
and

equipm
ent.

T
he

follow
ing

is
an

analysis
of

the
property

under
capital

leases:

($
T

housands)
1982

1981

Land
and

buildings
$

7,862
$16,813

M
achinery

and
equip

m
ent

4,198
6,500

12,060
.

23,313
L

ess
accum

ulated
am

ortization
5,134

10,316

S
6,926

$12,997

T
he

follow
ing

is
a

schedule
by

years

of
future

m
inim

um
lease

paym
ents

as
of

D
ecem

ber31,
1982:

C
apital

O
perating

($
T

housands)
L

eases
L

eases

1983
$

2,224
$

4,384
1984

1,046
2,627

1985
845

1,831

1986
721

1,371
1987

732
763

1988
and

later
7,287

2.204

Total
m

inim
um

lease
paym

ents
$12,855

$13,180

L
ess

am
ount

repre
senting

interest
5,321

Present value
of

net
m

inim
um

lease
paym

ents
(includ

ing
$1,575

classi
fied

as
current

obligations
under

capital
leases)

$
7,534

D
ebts

issued
by

m
unicipal

authorities
and

guaranteed
by

the
C

om
pany

are
not

c
o
n

sidered
lease

agreem
ents

even
though

the

legal
form

of
the

transaction
is

a
lease.

S
uch

obligations
are

classified
as

term
debt.

5.
T

erm
D

ebt—
T

erm
debt

due
after

one
year

is
show

n
in

T
able

1.
T

he
aggregate

term
debt

m
aturity

in
the

years
1983

through
1987,

respectively,
is

$9,717,000,
$12,825,000,

$11,322,000,
$18,004,000

and
$16,881,000.

A
dditional

D
ebt

Inform
ation—

T
he

C
om

pany

has
a

revolving
credit

bank
loan

agreem
ent

that
provides

for
revolving

credit
loans

of
up

to
$200,000,000

until
S

eptem
ber

30,
1986.

C
om

m
itm

ent fees
of

up
to

3/a
of

1%
per

annum
are

required
on

any
unborrow

ed

am
ounts.

A
ny

loans
outstanding

on
S

ep
tem

ber
30,

1986
m

ay
be

converted
to

term
loans

payable
during

the
succeeding

three
years.

T
he

agreem
ent

calls
for

interest
at

one
of

three
options

chosen
by

the
C

om
pany,

those

being
the

prim
e

rate,
the

certificate
of

deposit

rate
or

the
E

urorate,
w

ith
factors

up
to

of

1%
added

to
these

rates
after

S
eptem

ber
30,

1985.
In

1982,
the

average
daily

am
ount

of

revolving
credit

loans
outstanding

w
as

$1,556,000,
w

ith
a

daily
w

eighted
average

annual
interest

rate
of

16.2%
.

T
he

m
axim

um

am
ount

of
revolving

credit
loans

outstanding

during
1982

w
as

$21,000,000,
w

ith
no

b
o
rro

w

ings
as

of
D

ecem
ber

31,
1982.

T
he

C
om

pany

had
no

borrow
ings

under
this

agreem
ent

in

1981.T
he

C
om

pany’s
term

debt
agreem

ents

contain
various

restrictions
as

to
dividend

paym
ents

and
incurrence

of
additional

indebtedness.
A

s
of

D
ecem

ber
31,

1982,

under
the

m
ost

restrictive
provisions,

$110,035,000
of

consolidated
earnings

retained
in

the
business

w
as

available
for

the

paym
ent

of
cash

dividends,
and

the
C

om
pany

could
incur

additional
indebtedness

of

approxim
ately

$134,311,000.

6.
R

ed
eem

ab
le

C
o
n
v
ertib

le
P

referen
ce

S
tock—

O
n

D
ecem

ber
23,

1980,
the

C
om

pany

issued
750,000

sh
ares

of
convertible

p
refer

ence
stock

(preference
stock),

w
ith

each

share
convertible

into
3.48

sh
ares

of
the

C
o
m

pany’s
com

m
on

stock.
T

he
C

om
pany

m
ay

redeem
the

preference
sh

ares
beginning

in

1983
at

$107
per

share,
declining

by
$1

per

share
each

year
through

1990.
B

eginning
in

1990,
the

C
om

pany
is

required
to

m
ake

sin
k

ing
fund

paym
ents

at
$100

per
share

sufficient

to
retire

37,500
sh

ares
of

preference
stock

annually
except

that
prior

redem
ptions

or

conversions
m

ay
be

applied
to

such
req

u
ire

m
ents

at
the

C
om

pany’s
option

T
he

C
om

pany
m

ay
not

pay
cash

dividends
on

com
m

on
or

preference
stock

if

required
sinking

fund
paym

ents
are

not
m

ade.

If preference
stock

dividends
are

in
arrears

for
an

am
ount

equal
to

m
ore

than
six

quarterly

dividends,
the

holders
of

preference
stock

m
ay

then
elect

tw
o

directors.

7.
E

m
p
lo

y
ee

C
o
m

p
en

satio
n

P
lan

s
D

eferred
C

om
pensation

P
lan—

T
he

C
om

pany

has
a

D
eferred

C
om

pensation
U

nit
Plan

for

officers
and

other
key

em
ployees.

O
perating

expense
has

been
charged

w
ith

$2,300,000,

$2,139,000
and

$1,881,000
to

provide
for

the

benefits
accrued

during
1982,

1981
and

1980,

respectively.

Incentive
P

lans—
T

he
C

om
pany

has
an

In
cen

tive
Plan

for
key

em
ployees

that
is

b
ased

upon
the

attainm
ent

of
a

specific
return

on

invested
capital

using
incom

e
before

interest

expense
and

incom
e

taxes.
T

here
w

as
no

charge
to

operating
expense

in
1982,

1981
or

1980
b
ecau

se
of

the
C

om
pany’s

insufficient

return
on

investm
ent.

P
erform

ance
S

hare
P

lan—
T

he
C

om
pany

has

a
P

erform
ance

S
hare

Plan
for

key
em

ployees

that
provides

for
an

aw
ard

of
perform

ance

sh
ares

(up
to

an
aggregate

m
axim

um
of

500,000
sh

ares),
each

equivalent
to

one
share

of
the

C
om

pany’s
com

m
on

stock
and

cash.

D
istribution

of
the

com
m

on
stock

plus
cash

equal
to

the
fair

m
arket

value
of

the
com

m
on

stock
w

ill
be

m
ade

at
the

end
of

designated

periods
if specified

earnings
are

attained.

C
urrently,

73,375
perform

ance
sh

ares
are

outstanding
for

the
aw

ard
period

ending

D
ecem

ber
31,

1983
and

134,650
for

the
period

ending
D

ecem
ber

31,
1984.

B
ased

on
profit

perform
ance,

no
provision

has
been

m
ade

for

the
years

1982
and

1981.

S
avings

and
Profit

S
haring

Plan—
E

ffective

January
1,

1980,
the

C
om

pany
initiated

a
S

av

ings
and

Profit
S

haring
Plan

for
all

eligible

em
ployees.

P
articipating

em
ployees

m
ay

elect
to

contribute
up

to
6%

of
their

salaries.

T
he

C
om

pany
contributes

an
am

ount
equal

to

a
specified

percentage
of

the
em

ployees’

contributions
to

a
lim

it
of

$6,000
per

em
ployee.

T
he

C
o
m

p
an

y
s

contributions
m

ay

be
m

ade



2
N

o
tes

to
F

inancial
S

tatem
en

ts

co
sts

related
to

the
C

om
pany’s

clo
sed

o
p
e
ra

tions
resulted

in
a

loss
of

$5,037,000,
or

$2,720,000
after

tax
($0.10

p
er

sh
are)

In
1981,

the
significant

d
isp

o
sitio

n
s

included
the

C
an

ad
ian

sp
ru

ce
lum

ber
o
p
e
ra

tions,
w

hich
w

ere
sold

at
a

gain
of

$20,196,000,
or

$6,757,000
after

tax
($0.24

per

sh
are),

and
o
p
eratio

n
s

clo
sed

or
d
isp

o
sed

of

in
O

rganic
M

aterials
G

roup,
w

hich
resu

lted
in

a
loss

of
$12,371,000,

or
$6,573,000

after
tax

($0.24
per

sh
are).

T
he

effect
on

o
p
eratio

n
s

and
the

related

profit
or

loss
on

o
p
eratio

n
s

d
isp

o
sed

of
and

clo
sed

,
and

sim
ilar

d
isp

o
sals

in
prior

y
ears

is

show
n

in
T

able
2

(p
ag

e
31).

T
able

6.
O

p
eratio

n
s

by
B

u
sin

ess
S

eg
m

en
ts

($
T

housands)
E

ngineered
E

ngineering

Y
ear

ended
D

ecem
ber

31,
1982;

O
rganic

R
oad

Forest
M

etal
and

M
aterials

M
aterials

P
roducts

P
roducts

C
onstruction

M
isc.

C
onsolidated

N
et

sales
from

continuing
operations

$535,323
$485,833

$297,089
$215,541

$
32,926

$
18,494

$1,585,206

O
perating

profit
(loss)

before
general

corporate
overhead

$
15,506

$
33,843

$
10,802

$
8,715

$(10,868)
$

2,899
$

60,897

O
ther

incom
e

(expense)
(N

otes
2

and
8)

(8,583)
1,075

(1,360)
(3,909)

(4,573)
(35.498)

(52,848)

Equity
in

earnings
(loss)

of
affiliates

1,529
4,032

852
120

(863)
(13,392)

(7,722)

O
perating

incom
e

(loss)
$

8,452
$

38,950
$

10,294
$

4,926
5(16,304)

$(45,991)
$

327

G
eneral

corporate
overhead

25,572

Interest
expense

29,676

L
oss

from
continuing

operations
before

provision
for

incom
e

taxes
$

(54,921)

Identifiable
assets

as
of

D
ecem

ber
31,

1982
$327,124

$328,130
$171,663

$177,264
$

18,393
$

80,584
51,103,158

G
eneral

corporate
assets

89,766

Total
assets

$1,192,924

D
epreciation,

depletion
and

am
ortization

$
32,628

$
28,271

$
11,931

$
7,138

$
352

$
596

$
80,916

D
epreciation

and
am

ortization
of

general
corporate

assets
1,307

$
82,223

C
apital

expenditures
$

21,159
$

15,485
$

12,097
$

17,164
$

59
$

10,713
$

76,677

Y
ear

ended
D

ecem
ber

31,
1981

(reciasslfled):

N
et

sales
from

continuing
operations

$678,099
$541,920

$379,823
$233,646

$
58,567

$
17,689

$1,909,744

O
perating

profit
(loss)

before
general

corporate
overhead

$
42,238

$
46,647

$
19,652

$
13,345

$
(6,601)

$
6,583

$
121,864

O
ther

incom
e

(expense)
(N

ote
8)

(15,030)
3,334

22,209
111

28
4,907

15,559

Equity
in

earnings
(lpss)

of
affiliates

2,023
7,908

1,048
(50)

(1,000)
(4,560)

5,369

O
perating

incom
e

(loss)
$

29,231
$

57,889
$

42,909
$

13,406
5(7,573)

$
6,930

$
142,792

G
eneral

corporate
overhead

22,531

Interest
expense

33,754

Incom
e

from
continuing

operations
before

provision
for

incom
e

taxes
$

86,507

Identifiable
assets

as
of

D
ecem

ber
31,

1981
$377,156

$346,701
$203,077

$195,620
$

22,596
5124,873

$1,270,023

G
eneral

corporate
assets

58,152

Total
assets

$1,328,175

D
epreciation,

depletion
and

am
ortization

$
29,596

$
28,997

$
14,094

$
6,077

$
264

$
721

$
79.749

D
epreciation

and
am

ortization
of

general
corporate

assets
1,821

$
81,570

C
ap

al
expenditures

$
37,895

$
52,770

$
23,798

$
18,795

$
588

$
48,260

$
182,106

Y
ear

en
d
ed

D
ecem

ber
31,

1980
(reclassified):

N
et

sales
from

continuing
operations

$577,196
$531,729

$380,862
$229,127

$
64,601

$
16,735

$1,800,250

O
perating

profit
(loss)

before
general

corporate
overhead

$
47,598

$
52,096

$
17,223

$
8,582

$
(1,854)

$
4,289

$
127,934

O
ther

incom
e

(expense)
(N

ote
8)

(2,432)
2,620

3,257
742

1,403
918

6,508

Equity
in

earnings
(loss)

of
affiliates

2,016
2,533

842
164

—
(417)

5,138

O
perating

incom
e

(loss)
$

47,182
$

57,249
$

21,322
$

9,488
$

(451)
$

4,790
$

139,580

G
eneral

corporate
overhead

.

24,124

rterest
expense

32,864

Incom
e

from
continuing

operations
before

provision
for

incom
e

taxes
$

82,592

Identifiable
assets

as
of

D
ecem

ber
31,

1980
$410,229

$334,963
$225,316

$206,218
$

29.523
$

85,369
$1,291,618

G
eneral

corporate
assets

97
868

.-..—

—
-
.

.
—

-
—

..

Total
assets

$1,389,486

D
epreciation

depletion
and

am
ortization

$
27,364

$
27,289

$
13,655

$
5,308

$
227

5
746

s
74.589

D
epreciation

and
am

ortization
of

general
corporate

assets

ra
b
le

3.
C

o
m

p
o
n
en

ts
of

in
co

m
e

T
ax

es
(B

enefit)

($
T

h
o
u
san

d
s)

1982
1981*

1980

n
c
o
m

e
(loss)

from
continuing

o
p
eratio

n
s

b
efo

re
provision

for
incom

e
taxes:

D
om

estic
operations

$(64,121)
$71,873

$71,778

F
oreign

operations**
9,200

14,634
10,814

T
o
tal

$(54,921)
$86,507

$82,592

In
c
o
m

e
tax

ex
p
en

se
(benefit):

C
ontinuing

operations
$

(23,790)
$34,445

$22,867

D
iscontinued

o
p
eratio

n
s

(5,011)
(559)

(5,146)

T
o
ta

l
$(28,801)

$33,886
$17,721

C
urrent:
F

ederal
$(13,745)

$24,781
$

8,607

F
oreign

4,049
2,964

2,353

S
tate

1,485
1,901

4,390

-

(8,211)
29,646

15,350

D
eferred:
F

ederal
-

(20,424)
4,813

1,478

F
o
reig

n
(166)

(573)
893

(20,590)
-

4,240
2,371

T
o
tal

$(28,801)
$33,886

$17,721

*
R

eclassified
to

conform
w

ith
1982

classifications.
*

F
oreign

operations
incom

e
before

the
provision

for
incom

e
taxes

includes
equity

incom
e

from
foreign

investm
ents

of
$6,429, $11,178

and
$5,683

for
1982,

1981
and

1980,
respectively.

T
a
b
le

4.
D

eferred
T

ax
E

x
p
en

se
(B

enefit)

($
T

h
o
u
san

d
s)

9.
in

co
m

e
T

axes—
Incom

e
(lo

ss)
from

c
o
n

tinuing
o
p
eratio

n
s

before
provision

for
incom

e

taxes
and

the
com

ponents
of

incom
e

tax

ex
p
en

se
are

show
n

in
T

able
3.

T
he

com
ponents

of
deferred

tax
ex

p
en

se

and
related

tax
effect

are
show

n
in

T
able

4.

T
he

d
ifferen

ces
b
etw

een
the

statutory

and
effective

incom
e

tax
rates

applicable
to

continuing
o
p
eratio

n
s

are
show

n
in

T
able

5.

T
he

provisions
for

incom
e

tax
es

for
the

y
ears

1982,
1981

and
1980

h
av

e
b
een

red
u
ced

by
$7,222,000,

$6,423,000
and

$11,066,000,

respectively,
for

investm
ent

tax
credit.

A
t

D
ecem

b
er

31,
1982,

1981
and

1980,

co
n
so

lid
ated

earn
in

g
s

retain
ed

in
the

b
u
si

n
ess

included
approxim

ately
$27,019,000,

$25,230,000
and

$25,041,000,
respectively,

on

w
hich

federal
incom

e
tax

h
as

not
b
een

p
ro

vided
sin

ce
the

C
om

pany
h
as

rein
v
ested

such

earn
in

g
s

and
intends

to
continue

su
ch

investm
ent

perm
anently

in
ex

p
o
rt

activities.

10.
O

p
eratio

n
s

by
B

u
sin

ess
S

eg
m

en
ts—

T
he

C
om

pany
o
p
erates

principally
in

five

b
u
sin

ess
seg

m
en

ts.
Inform

ation
relating

to
the

p
ro

d
u
cts

and
serv

ices
provided

by
th

ese
se

g

m
en

ts
is

lo
cated

on
p
ag

es
41

through
45

of

this
annual

report
and

10-K
.

In
terseg

m
en

t

sales
are

not
d
isclo

sed
b
ecau

se
of

im
m

ateriality.

11.
L

itig
atio

n
—

In
lan

d
S

teel
C

o
m

p
an

y
h
as

asserted
a

claim
ag

ain
st

the
C

o
m

p
an

y
in

the

am
o
u
n
t

of
$100

m
illion

for
d
elay

d
am

ag
es

u
n
d
er

a
construction

contract.
T

he
C

om
pany

an
d

its
legal

ad
v
iso

rs
believe

th
ere

are
sound

d
efen

ses
ag

ain
st

Inland’s
claim

.
T

he
C

o
m

pany
h
as

filed
a

claim
ag

ain
st

Inland
to

recover
$17

m
illion,

representing
fees

on
the

contract.

.

1982
1981

1980

E
x
c
e
ss

of
tax

over
book

depreciation
$

7,292
$

6,064
$

7,991

A
n
ticip

ated
expenses

provided
in

advance

o
f

deductibility
for

tax
purposes

950
(469)

(2,583)

D
ifferen

ce
in

book
and

tax
incom

e
recognition:

—
C

onstruction
contracts

(4,876)
3,399

1,308

—
Inventory

tim
ing

difference
(603)

(1,303)
(857)

P
ro

v
isio

n
s

for
operations

discontinued,
disposed

o
f

o
r

clo
sed

(12,205)
(3,065)

(1,775)

R
T

C
investm

ent
provision

(11,025)
—

—

O
th

er—
n
et

(123)
(386)

(1,713)

$(20,590)
$

4,240
$

2,371

T
a
b
le

5.
S

tatu
to

ry
an

d
E

ffective
in

co
m

e
T

ax

(B
e
n
e
fit)

R
ates

1982
1981*

1980*

S
ta

tu
to

ry
tax

rate:
F

ed
eral

(46.0%
)

46.0%
46.0%

S
tate,

net
of

federal
tax

benefit
1.5%

1.2%
2.8%

E
ffe

c
t

of
additional

tax
es

on
gain

from
the

sale
of

a

C
an

ad
ian

subsidiary
—

3.8%
—

In
v
estm

en
t

tax
credit

(12.9%
)

(7.1%
)

(12.6%
)

N
o
n
ta

x
a
b
le

earn
in

g
s

of
D

om
estic

International

S
a
le

s
C

orporation
(1.1%

)
(1.1%

)
(1.9%

)

E
ffe

c
t

of
p
ercen

tag
e

over
co

st
depletion

(5.7%
)

(3.6%
)

(3.9%
)

E
ffect

of
low

er
statutory

tax
rate

applicable

to
capital

gains
and

equity
investm

ent
transactions

15.9%
(1.6%

)
(3.1%

)

O
th

er—
n
et

5.0%
2.2%

0.4%

(43.3%
)

39.8%
27.7%

*
R

eclassified
to

conform
w

ith
1982

classifications

C
apital

e
x
p
e
n
d
it

2,070

$
76,659

$
40,955

$
78,614

$
31,705

$
14,302

$
42

$
65,253

$
230,871
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3
4

S
c
h
e
d
u
le

s
fo

r
F

o
rm

I
0
-K

K
o
p
p
e
rs

C
o
m

p
an

y
,

Inc.
an

d
S

u
b
sid

iaries

P
ro

p
e
rty

,
P

lant
and

E
quipm

ent
(SE

C
S

chedule
V

)

C
lassificatio

n
($

T
housands)

T
ransfers

and
B

alance
at

other
B

alance
beginning

A
dditions

R
etirem

ents
additions

at
close

Y
e
a
r

en
d
ed

D
ecem

b
er

31,
1982

of
year

at
cost

or
sales

(deductions)
(2)

of
year

L
a
n
d

$
41,558

$
1,271

$
825

$
1,442

$
43,446

B
u

ild
in

g
s

123,669
10,813

7,898
3,577

130,161

M
ach

in
ery

and
equipm

ent
907,211

51,420
27,752

10,082
940,961

D
ep

letab
le

m
ineral

properties
76,565

1,600
—

(660)
77,505

D
ep

letab
le

tim
ber

properties
25,858

1,776
6,111

—
21,523

C
ap

italized
leases

23313
210

1,167
(10,296)

(3)
12,060

$1,198,174
$

67,090
$43,753(1)

$
4,145

$1,225,656

Y
e
a
r

en
d
ed

D
ecem

b
er

31,
1981

L
a
n
d

$
34,420

$
2,827

$
1,152

$
5,463

$
41,558

B
u
ild

in
g
s

115,849
8,869

7,486
6,437

123,669

M
a
c
h

in
e
ry

an
d

eq
u
ip

m
en

t
857,413

85,447
52,792

17,143
907,211

D
e
p
le

ta
b
le

m
ineral

p
ro

p
erties

70,173
4,242

566
2,716

76,565

D
e
p
le

ta
b
le

tim
ber

properties
31,289

6,917
12,348

—
25,858

C
ap

italized
leases

26,047
123

1,927
(930)

23,313

$1,135,191
$108,425

$76,271(1)
$30,829

$1,198,174

Y
e
a
r

en
d

ed
D

ecem
b
er

31,
1980

L
a
n
d

$
25,598

$
7,817

$
313

$
1,318

$
34,420

B
u

ild
in

g
s

87,581
15,385

1,106
13,989

115,849

M
a
c
h

in
e
ry

an
d

eq
u
ip

m
en

t
745,924

101,562
10,588

20,515
857,413

D
e
p

le
ta

b
le

m
ineral

p
ro

p
erties

40,941
26,405

46
2,873

70,173

D
e
p

le
ta

b
le

tim
ber

p
ro

p
erties

26,812
7,707

2,894
(336)

31,289

C
a
p
ita

liz
e
d

leases
30,577

137
1,190

(3,477)
26,047

$
957,433

$159,013
$16,137

$34,882
$1,135,191

(1
)

Includes
$14,058

in
1982

and
$44,650

in
1981

from
operations

disposed
of

or
closed.

(2
)

P
roperty

acquired
through

acquisitions,
1981—

$26,899;
1980—

$34,979.

(3
)

Prim
arily

related
to

purchase
of

previously
leased

assets.

A
ccum

ulated
D

epreciation,
D

epletIon
and

A
m

ortization
(SE

C
S

chedule
V

I)

D
escription

($
T

housands)

B
alance

at
A

dditions
B

alance
beginning

charged
to

O
ther

at
close

Y
ear

en
d

ed
D

ecem
b
er

31,
1982

of
year

incom
e(1)

R
etirem

ents
additions

of
year

D
epreciation

an
d

am
ortization

$493,955
$75,338

$25,464
$28,507(3)

$572,336

D
epletion

14,826
3,737

3,979
—

14,584

A
m

ortization
of

capital
leases

10,316
1,514

1,109
(5,587)

(4)
5,134

$519,097
$80,589

$30,552
(2)

$22,920
$592,054

Y
ear

en
d

ed
D

ecem
b
er

31,
1981

D
epreciation

and
am

ortization
$438,900

$75,182
$29,827

$
9,700(2)

$493,955

D
epletion

19,667
4,869

9,814
104

14,826

A
m

ortization
of

capital
leases

9,609
2,105

1,058
(340)

10,316

$468,176
$82,156

$40,699(2)
$

9,464
$519,097

Y
ear

en
d

ed
D

ecem
b
er

31,
1980

D
epreciation

and
am

ortization
$373,461

$70,234
$

5,019
$

224
$438,900

D
epletion

15,865
4,391

1,065
476

19,667

A
m

ortization
of

capital
leases

12,336
2,195

992
(3,930)

9,609

$401,662
$76,820

$
7,076

$(3,230)
$468,176

(1)
Includes

provision
relating

to
both

continuing
and

discontinued
operations.

(2)
Includes

$5,770
in

1982
and

$20,739
in

1981
from

operations
disposed

of
or

closed.

(3)
Includes

$14,492
in

1982
and

$4,091
in

1981
of

valuation
reserves

for
operations

disposed
of

or
closed.

(4)
Prim

arily
related

to
purchase

of
previously

leased
assets.

V
alu

atio
n

a
n
d

Q
u

alIfy
in

g
A

c
c
o
u

n
ts

(S
E

C
S

c
h

e
d
u

le
V

III)

D
escription

($
T

housands)

B
alance

at
A

dditions
B

alance
beginning

charged
at

close

Y
ear

en
d

ed
D

ecem
b
er

31,
1982

of
year

to
incom

e
D

eductions(
1)

of
year

A
llow

ance
for

doubtful
accounts

$4,720
$

3,589
$3,294

$
5,015

A
llow

ance
for

doubtful
notes

receivable
—

135
—

135

A
llow

ance
for

decline
in

value
of

investm
ent

3,023
40,362

3,023
40,362

$7,743
$44,086

$6,317
$45,512

Y
ear

en
d
ed

D
ecem

b
er

31,
1981

A
llow

ance
for

doubtful
acco

u
n
ts

$4,875
$

2,555
$2,710

$
4,720

A
llow

ance
for

doubtful
n
o

tes
receiv

ab
le

3,000
2,929

5,929
—

A
llow

ance
for

decline
in

value
of

investm
ent

—
3,023

—
3,023

$7,875
$

8,507
$8,639

$
7,743

Y
ear

en
d
ed

D
ecem

b
er

31,
1980

A
llow

ance
for

doubtful
acco

u
n
ts

$4,295
$

1,235
$

655
$

4,875

A
llow

ance
for

doubtful
n

o
tes

receiv
ab

le
—

3,000
—

3,000

$4,295
$

4,235
$

655
$

7,875

(1)
A

ccounts
w

ritten
off,

less
recoveries.
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S

ch
ed

u
les

37

K
o
p
p
ers

B
o
ard

o
f

D
irecto

rs
A

nd
O

fficers
A

s
of

F
ebruary

28,
1983.

S
h
o
rt-T

erm
B

orrow
ings

(SE
C

S
chedule

IX
)

C
ateg

o
ry

of
Short-T

erm
B

orrow
ings

($
T

housands)
W

eighted
M

axim
um

A
verage

average
am

ount
out-

am
ount

out-
interest

B
alance

W
eighted

standing
standing

rate
d
u
r

at
end

of
average

during
the

during
the

ing
the

period
interest

rate
period

p
erio

d
)

3)
p
erio

d
)

3)

Y
ear

ended
D

ecem
b
er

31,
1982

A
m

o
u
n
ts

payable
to

banks
$

—
—

$
1,133

$
290

17.2%

C
o
m

m
ercial

p
ap

er
$

—
—

$31000
$

5,375
12.5%

O
th

e
r

$
—

—
$

5,750
$

2,319
13.0%

Y
ear

ended
D

ecem
b
er

31,
1981

A
m

o
u
n
ts

payable
to

banks
$

—
—

$
5,914

$
2,036

18.5%

C
o
m

m
e
rc

ia
l

p
ap

er
$

—
—

$43000
$10,360

17.3%

O
th

e
r

$
5,750(1)

15.2%
$24,000

$
7,917

15.4%

‘Y
ear

ended
D

ecem
ber

31,
1980

A
m

o
u
n
ts

p
ay

ab
le

to
b
an

k
s

$
1,294

18.3%
$

7,192
$

3,075
14.6%

C
o
m

m
ercial

paper
$

—
—

$96,000
$50,540

11.4%

O
th

e
r

$24,000(2)
10.8%

$24,000
$

5,063
10.5%

(
1)

Includes
$5,650

payable
on

dem
and

to
G

enex
C

orporation
upon

prior
notification.

(2
)

Includes
$10,000

payable
on

dem
and

to
G

enex
C

orporation
upon

prior
notification,

$14,000
is

payable
to

a
third

party
for

the
500000

shares
of

com
m

on
stock

of
R

ichm
ond

Tank
C

ar
C

om
pany

purchased
on

D
ecem

ber
5,

1980.

(3
)

T
he

average
am

ount
outstanding

for
each

period
w

as
com

puted
by

using
a

daily
average

during
the

year.
The

w
eighted

average
interest

rate

for
each

period
w

as
com

puted
by

w
eighting

the
effective

interest
rate

over
the

year.

S
u
p
p
le

m
e
n
ta

ry
In

co
m

e
S

tatem
en

t
Inform

ation
(S

E
C

S
ch

ed
u
le

X
)

($
T

housands)

Item
C

harged
to

expenses

Y
e
a
rs

en
d
ed

D
ecem

b
er

31,
1982

1981*
1980’

M
a
in

te
n
a
n
c
e

and
rep

airs
$91,420

$108,908
$106,224

T
a
x
e
s,

other
than

payroll
and

incom
e

taxes
$16908

$
17,516

$
14,127

R
e
n
ts

$19,222
$

22701
$

26,879

R
e
se

a
rc

h
and

developm
ent

$22,031
$

16,466
$

14,953

*
R

eclassified
to

conform
w

ith
1982

classifications.

O
n

Ju
n
e

1,
1982,

F
letch

er
L.

B
yrom

retired

after
35

years
of

outstanding
service

to

K
oppers.

H
e

h
ad

b
een

C
hairm

an
of

the

B
oard

since
1970,

guiding
the

C
om

pany

through
its

g
reatest

period
of

grow
th.

In

addition,
as

a
w

orld-renow
ned

spokesm
an

for
industry,

he
brought

honor
and

reco
g
n
i

tion
to

K
oppers

far
out

of
proportion

to
its

ranking
am

ong
the

nation’s
corporate

giants.
A

s
an

articulate
business

p
h
ilo

so

pher,
he

defined
the

societal
m

ission
of

this

enterprise
an

d
challenged

others
to

do
lik

e

w
ise

w
ith

their
ow

n
enterprises.

E
ducated

as
a

m
etallurgist,

he
extended

the
range

of

his
expertise

to
em

brace
subjects

from

education
to

health
care

to
the

proper
fu

n
c

tioning
of

political
system

s.
H

appily
for

us,

he
h
as

ag
reed

to
continue

in
service

on
the

B
oard

of
D

irectors.

D
irecto

rs

C
harles

F.
B

arber
66

D
irector

and
C

hairm
an

of
the

Finance

C
om

m
ittee

and
retired

C
hairm

an
and

C
hief

E
xecutive

O
fficer,

A
SA

R
C

O
Inc.

N
onferrous

m
etals

producer

E
velyn

B
erezin

57
P

resident,
G

reen
h
o
u
se

M
anagem

entC
orporation,

venture
capital

investm
ent,

and
Potech

C
orporation,

consulting,
form

er
D

irector—
L

ong-R
ange

Planning
for

O
ffice

A
utom

ation
System

s,
B

urroughs
C

orporation.

F
letcher

L.
B

yrom
64

R
etired

C
hairm

an
of

the
B

oard,
K

oppers
C

om
pany,

Inc.

fD
r.

R
ichard

M
.

C
yert

61
President,
C

arnegie-M
ellon

U
niversity

E
dm

und
B.

F
itzgerald

57
C

hairm
an

of
the

B
oard,

N
orthern

T
elecom

Inc.

*D
ouglas

G
rym

es
69

R
etired

V
ice

C
hairm

an
of

the
B

oard,

K
oppers

C
om

pany,
Inc.

*T
errance

H
anold

70
R

etired
President

and
D

irector,
The

A
rter

C
om

pany
C

apital
m

anagem
ent

and
investm

ent

tC
u
rtis

E.
Jo

n
es

64
R

etired
President

and
D

irector,
M

ellon
B

ank
N.A.

fW
illiam

H
.

K
noell

58
P

resident,
C

hief
E

xecutive
O

fficer

and
D

irector,
C

yclops
C

orporation

B
asic

and
specialty

steels

and
steel

products

t’A
ndrew

W
.

M
athieson

54
E

xecutive
V

ice
President,

R
ichard

K
.

M
ellon

and
S

ons

Investm
ent

m
an

ag
em

en
t

tN
ath

an
W

.
P

earson
71

F
inancial

A
dvisor,

Paul
M

ellon
fam

ily
interests

tC
h
arles

R
.

Pullin
59

C
hairm

an
of

the
B

oard,

K
oppers

C
om

pany,
Inc.

C
o
rp

o
rate

O
fficers

C
harles

R
.

PuIlin
59

C
hairm

an
of

the
B

oard
(C

hief
E

xecutive
O

fficer)

since
1982;

form
erly

V
ice

C
hairm

an
of

the
B

oard

since
1981

and
P

resident
and

C
hief

O
perating

O
fficer—

R
oad

M
aterials

G
roup.

Joined
K

oppers

in
1946.

B
urnett

G
.

B
artley,

Jr.
58

D
eputy

C
hairm

an
since

1978;
form

erly
G

roup

V
ice

P
resident.

Joined
K

oppers
in

1949.

W
illiam

B.
Jack

so
n

61
D

eputy
C

hairm
an

since
1978;

form
erly

G
roup

V
ice

President,Joined
K

oppers
in

1943.

B.
O

tto
W

heeley
61

D
eputy

C
hairm

an
since

1978;
form

erly
S

enior

V
ice

P
resident—

M
arketing.

Joined
K

oppers

in
1943.

T
hom

as
M

.
St.

C
lair

47
President

(C
hief

O
perating

O
fficer)—

E
ngineered

M
etal

P
roducts

G
roup

since
1978;

form
erly

C
orporate

C
om

ptroller.
Joined

K
oppers

in
1958

R
ichard

E.
S

patz
57

P
resident

(C
hief

O
perating

O
fficer)—

F
orest

P
roducts

G
roup

since
1978;

form
erly

V
ice

P
resi

dent
and

G
eneral

M
anager.

Joined
K

oppers
in

1951

Jack
L. W

ilks
64

P
resident

(C
hief

O
perating

O
fficer)—

R
oad

M
aterials

G
roup

since
1981;

form
erly

V
ice

P
resident

and
M

anager—
O

perations.
Joined

K
oppers

in
1941.

R
o
b
ert

G
.

W
ilson

60
P

resident
(C

hief
O

perating
O

fficer)—

E
ngineering

and
C

onstruction
G

roup
since

1978;

form
erly

V
ice

P
resident

and
G

eneral
M

anager.

Joined
K

oppers
in

1952.

A
.

W
illiam

C
apone

63
S

enior
V

ice
P

resident
since

1978;
C

hief
F

in
an

cial
O

fficer;
form

erly
V

ice
P

resident
and

T
rea

surer.
Joined

K
oppers

in
1946.

T
hom

as
C

.
C

ochran,
Jr.

62
Senior

V
ice

President
since

1978;
Secretary

and

G
eneral

C
ounsel;

form
erly

V
ice

P
resident,

S
e
c

retary
and

G
eneral

C
o
u
n
se.

Joined
K

oppers
in

1956.

tE
x
ecu

iv
e

G
om

m
itiee

‘A
udil

C
om

m
ittee
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K
o

p
p

ers
G

ro
u
p

an
d

C
o
rp

o
rate

S
taff

O
fficers

G
io

u
p

O
fficers

O
rg

a
n
ic

M
aterials

G
ro

u
p

P
a
u
l

L.
B

ost
59

V
ice

President and
G

eneral
M

anager—
Industrial

P
ro

d
u
c
ts

D
ivision

since
1978;

form
erly

V
ice

P
resid

en
t.

Joined
K

oppers
in

1948.

C
h
arles

P.
D

orsey
55

V
ic

e
P

resident
and

G
eneral

M
anager—

S
p
e
c
ia

lty
S

ystem
s

D
ivision

since
1978;

form
erly

V
ic

e
P

resident.
Joined

K
oppers

in
1966.

R
o
b
e
rt

G
.

H
am

ilton
38

V
ic

e
P

resident
and

A
ssistant

to
the

D
eputy

C
h
airm

an
since

1982;
form

erly
G

eneral
M

anager

—
T

im
b
erlan

d
s

and
H

ardw
ood

L
um

ber
D

ivision.

Jo
in

e
d

K
oppers

in
1969.

T
h
o
m

a
s

M
. June

54
V

ic
e

P
resident

and
G

eneral
M

anager—
B

uilding

M
aterials

D
ivision

since
1978;

form
erly

M
anager.

Jo
in

e
d

K
oppers

in
1951.

L
aw

ren
ce

L.
N

agel
59

V
ic

e
P

resident
and

M
anager—

O
perations,

In
d

u
strial

P
roducts

D
ivision

since
1978;

form
erly

M
an

ag
er—

F
o

u
n

d
ry

P
roducts,

then
V

ice
P

resi

d
e
n
t

and
M

anager—
T

echnical
S

ervices.
Joined

K
o
p
p
e
rs

in
1949.

D
r.

R
andall

L.C
.

R
ussell

38
V

ic
e

P
resident

and
G

eneral
M

anager—

C
h
e
m

ic
a
l

D
ivision

since
1978;

form
erly

G
eneral

P
u
rc

h
a
sin

g
A

gent,
P

urchasing
and

T
raffic

D
ep

artm
en

t.
Joined

K
oppers

in
1970.

F
ra

n
c
is

J.
Sullivan

58
V

ic
e

P
resident

and
M

anager—
M

arketing,

In
d
u
strial

P
roducts

D
ivision

since
1978:

form
erly

S
a
le

s
M

anager—
F

oundry
P

roducts
G

roup.

J
o
in

e
d

K
oppers

in
1955.

C
h
a
rle

s
H

.
T

eller,
Jr.

4
0

V
ic

e
P

resident
and

M
anager—

M
arketing,

C
h
e
m

ic
a
l

D
ivision

since
1980;

form
erly

M
an

a
g
e
r.

Joined
K

oppers
in

1970.

G
le

n
C

.
T

enley
55

V
ic

e
P

resident
and

G
eneral

M
anager—

F
oundry

a
n
d

Industrial
S

upply
D

ivision
since

1980;
fo

r

m
e
rly

V
ice

P
resident

and
M

anager—
P

urchasing

D
ep

artm
en

t.
Joined

K
oppers

in
1955.

S
u
b
sid

iary
an

d
O

th
er

O
fficers

P
eter

B
arry

55
P

resident—
T

hiem
C

orporation,
acquired

by

K
oppers

in
1976.

Jo
sep

h
M

.
M

adeira
46

P
resident—

U
.S

.
P

lastic
and

C
hem

ical
C

o
rp

o
ra

tion,
acquired

by
K

oppers
in

1965.

F
rancis

W
.

N
eville

59
P

resident—
P

arr,
Inc.,

acquired
by

K
oppers

in
1977.

B
rooks

C
.

W
ilson

49
M

anaging
D

irector—
K

oppers
A

ustralia
Pty.

Ltd.

Joined
K

oppers
in

1965.

R
o
ad

M
aterials

G
ro

u
p

R
.

K
enneth

M
acG

regor
60

V
ice

P
resident

and
M

anager—
W

est
C

oast
O

p
er

ations
since

1982,
and

P
resident

and
G

eneral

M
anager—

S
ully-M

iller
C

ontracting
C

om
pany.

Joined
K

oppers
in

1978.

F
rederick

C
.

M
oore

49
V

ice
P

resident
and

G
eneral

M
anager—

E
astern

R
egion

O
perations

since
1983

and
C

hairm
an

of

the
B

oard—
T

he
G

eneral
C

rushed
S

tone
C

o
m

pany;
form

erly
V

ice
P

resident
and

A
ssistant

to

the
R

oad
M

aterials
G

roup
P

resident,
Joined

K
oppers

in
1970.

A
lvin

L.W
aIters

54
V

ice
P

resident
and

G
eneral

M
anager—

W
estern

R
egion

O
perations

since
1982;

form
erly

P
resi

dent
and

G
eneral

M
anager—

W
estern

P
aving

C
onstruction

C
om

pany.
Joined

K
oppers

in
1976.

S
u
b
sid

iary
O

fficers

L
loyd

D
. A

hnstedt
50

P
resident

and
G

eneral
M

anager—
W

estern
P

av

ing
C

onstruction
C

om
pany,

acquired
by

K
oppers

in
1976.

M
arvin

E
.

B
row

ning
57

P
resident

and
G

eneral
M

anager—
S

im
J.

H
arris

C
om

pany,
acquired

by
K

oppers
in

1976;
fo

r

m
erly

V
ice

P
resident.

B
roadus

N
.

D
avidson

58
P

resident
and

G
eneral

M
anager—

T
he

K
entucky

S
tone

C
om

pany,
acquired

by
K

oppers
in

1977;

form
erly

E
xecutive

V
ice

P
resident

and
A

ssistant

G
eneral

M
anager.

B
ernard

E.
E

lm
er

55
P

resident
and

G
eneral

M
anager—

T
he

G
eneral

C
rushed

S
tone

C
om

pany;
form

erly
E

xecutive

V
ice

P
resident.

R
oger

W
.

F
arris

40
P

resident
and

G
eneral

M
anager—

F
airfield

B
ridge

C
om

pany,
Inc.,

acquired
by

K
oppers

in

1980.

R
obert

A
.

G
ood

46
P

resident
and

G
eneral

M
anager—

K
aiser

S
and

and
G

ravel
C

om
pany,

acquired
by

K
oppers

in

1977;
form

erly
E

xecutive
V

ice
P

resident.

W
. A

nsel
G

ow
er

58
P

resident
and

G
eneral

M
anager—

B
roderick

and
G

ibbons,
Inc.,

acquired
by

K
oppers

in
1980.

D
aniel

A
.

H
odge

42
P

resident—
S

terling
S

and
and

G
ravel

C
om

pany

of
W

yom
ing,

acquired
by

K
oppers

in
1981.

G
eorge

V.
L

aB
onte,

Jr.
58

P
resident

and
G

eneral
M

anager—
E

chols
B

ro
th

ers,
Inc.,

acquired
by

K
oppers

in
1980.

P
ierce

E.
M

arks,
Jr.

54
P

resident
and

G
eneral

M
anager—

Ivy

C
orporation,

acquired
by

K
oppers

in
1979.

J.
Paul

M
artin

57
P

resident
and

G
eneral

M
anager—

L
ycom

ing

S
ilica

S
and

C
om

pany,
acquired

by
K

oppers

in
1966.

Jack
W

.
M

cM
ichael,

Jr.
59

P
resident

and
G

eneral
M

anager—
T

he

M
cM

ichael
C

om
pany,

acquired
by

K
oppers

in
1979;

form
erly

V
ice

P
resident

H
om

er
L.

R
iley

60
P

resident—
N

ello
L. T

eer
C

om
pany,

acquired
by

K
oppers

in
1980;

form
erly

V
ice

P
resident

and

A
ssistant

S
ecretary.

S
idney

E.
S

m
ith,

Jr.
57

P
resident

and
G

eneral
M

anager—
E

rie
S

and

and
G

ravel
C

om
pany

and
E

rie
S

and
S

team
ship

C
om

pany,
both

acquired
by

K
oppers

in
1967;

form
erly

V
ice

P
resident—

E
rie

S
and

S
team

ship

C
om

pany.

N
ello

L. T
eer,

Jr.
68

C
hairm

an
of

the
B

oard
and

C
hief

E
xecutive

O
fficer—

N
ello

L. T
eer

C
om

pany,
acquired

by

K
oppers

in
1980.

C
arl

L. T
odd

61
P

resident—
S

terling
S

and
and

G
ravel

C
om

pany

and
S

terling
P

aving
C

om
pany,

both
acquired

by

K
oppers

in
1981.

R
aym

ond
C

.
W

iley
57

P
resident

and
G

eneral
M

anager—
E

astern
R

ock

P
roducts,

Inc.,
acquired

by
K

oppers
in

1967.

IF
o
re

st
P

ro
d
u
c
ts

G
ro

u
p

Jam
es

R
.

B
atchelder

47
V

ice
P

resident
and

G
eneral

M
anager—

W
estern

W
ood

P
roducts

D
ivision

since
1978;

form
erly

M
anager—

P
lant

S
ervices.

Joined
K

oppers

in
1959.

E
arl

A
.C

lendaniel
52

V
ice

P
resident

and
M

anager—
U

tility
and

H
eavy

C
onstruction

D
epartm

ent,
T

reated
W

ood
P

ro
d

ucts
D

ivision
since

1979;
form

erly
M

anager.

Joined
K

oppers
in

1949.

R
obert

B.
D

ehls
58

V
ice

P
resident

and
M

anager—
T

ransportation

S
ales

and
P

lanning
since

1978;
form

erly
M

an

ager.
Joined

K
oppers

in
1950.

D
onald

G
.

H
allahan

52
V

ice
P

resident
and

M
anager—

M
arketing

since
1978;

form
erly

M
anager.

Joined

K
oppers

in
1958.

Jo
h
n

D
.

H
ite,

Jr.
45

V
ice

P
resident

and
G

eneral
M

anager—

S
pecialty

W
ood

C
hem

icals
D

ivision
since

1978;

form
erly

M
anager.

Joined
K

oppers
in

1960.

G
erald

L.
R

eynolds
55

V
ice

P
resident

and
M

anager—
R

aw
M

aterials

D
epartm

ent
since

19’75;
form

erly
M

anager.

Joined
K

oppers
in

1951.

R
obert

K. W
agner

51
V

ice
P

resident
and

G
eneral

M
anager—

T
reated

W
ood

P
roducts

D
ivision

since
1978;

form
erly

V
ice

P
resident.

Joined
K

oppers
in

1953.

S
u
b
sid

iary
O

fficers

R
obert

A
.

C
ruise

53
P

resident—
K

oppers
International

C
anada

Ltd.,

a
w

holly
ow

ned
subsidiary

since
1969.

Joined

K
oppers

in
1973.

IE
n
g
in

e
e
re

d
M

etal
P

ro
d
u
c
ts

G
ro

u
p

W
alter

C
.

A
rnold

58
V

ice
P

resident
and

G
eneral

M
anager—

C
ontainer

M
achinery

D
ivision

since
1978;

fo
r

m
erly

M
anager.

Joined
K

oppers
in

1962.

H
ugh

J.
B

lecki
52

V
ice

P
resident

and
G

eneral
M

anager—
P

iston

R
ing

and
S

eal
D

ivision
since

1978;
form

erly
V

ice

P
resident—

M
arketing

and
S

ales,
E

ngineered

M
etal

P
roducts.

Joined
K

oppers
in

1956.

G
erald

C
ham

pness
44

V
ice

P
resident

and
G

eneral
M

anager—
M

ineral

P
rocessing

S
ystem

s
D

ivision
since

1980;
fo

r

m
erly

O
perations

M
anager—

S
prout-W

aldron.

Joined
K

oppers
in

1956.

R
ichard

E.
H

ug
48

V
ice

President—
K

oppers
since

1973:
P

resident—
E

nvironm
ental

E
lem

ents

C
orporation,

a
subsidiary,

since
1974.

Joined
K

oppers
in

1957.

S
am

uel
W

.
K

oster
63

V
ice

P
resident

and
G

eneral
M

anager—
P

ow
er

T
ransm

ission
D

ivision
since

1978;
form

erly

M
anager.

Joined
K

oppers
in

1974.

L
ester

L.M
urray

54
V

ice
P

resident
and

G
eneral

M
anager—

S
prout

W
aldron

D
ivision

since
1978;

form
erly

V
ice

P
resident

and
C

hief
E

xecutive
O

fficer—
S

prout

W
aldron

and
C

om
pany,

Inc.,
acquired

by

K
oppers

in
1975.

Joined
S

prout-W
aldron

in
1956.

IE
n
g
in

eerin
g

an
d

C
o
n
stru

ctio
n

G
ro

u
p

Jam
es

A
.

H
arris

48
V

ice
P

resident
and

G
eneral

M
anager

since

1981;
form

erly
V

ice
P

resident—
E

xecutive

D
epartm

ent.
Joined

K
oppers

in
1965.

IS
c
ie

n
c
e

an
d

T
ech

n
o
lo

g
y

D
r.A

lonzo
W

m
.

L
aw

rence
45

V
ice

P
resident—

S
cience

and
T

echnology
since

1981;
form

erly
V

ice
P

resident—
E

nvironm
ental

R
esources

and
O

ccupational
H

ealth

D
epartm

ent.
Joined

K
oppers

in
1976.

D
r.

W
illiam

N
.

M
aclay

58
V

ice
President and

M
anager—

External
R

esearch
since

1982; form
erly

V
ice

President
and

M
anager—

R
esearch

and
D

evelopm
ent

D
epartm

ent.
Joined

K
oppers

in
1959.

D
r.

A
n
d

rew
C

.
M

id
d

leto
n

34

V
ice

P
resident

and
M

anager—
E

nvironm
ental

R
esources

D
epartm

ent
since

1981;
form

erly

M
anager.

Joined
K

oppers
in

1978.

C
o
rp

o
rate

S
taff

O
fficers

J.
R

oger
B

eidler
47

V
ice

President—
Investor

R
elations

since
1980;

form
erly

M
anager.

Joined
K

oppers
in

1960.

Jay
A

.
B

est
49

V
ice

P
resident

and
M

anager—
T

raffic
and

T
ransportation

D
epartm

ent
since

1978;

form
erly

G
eneral

T
raffic

M
anager.

Joined
K

oppers
in

1956.

F
itzhugh

L.
B

row
n

50
C

om
ptroller

and
A

ssistant
T

reasurer
since

1978;

form
erly

M
anager—

A
dm

inistration,
E

ngineering

and
C

onstruction
G

roup.
Joined

K
oppers

in

1962.

A
rthur

W
.

C
ow

les
64

V
ice

P
resident—

E
xecutive

D
epartm

ent
since

joining
K

oppers
in

1965.

Frank
E.

D
avis,

Jr.
58

V
ice

P
resident

and
M

anager—
A

dvertising
and

Public
R

elations
D

epartm
ent

since
1972.

Joined

K
oppers

in
1962.

W
illiam

T.
H

aw
kins

56
V

ice
P

resident
and

G
eneral

M
anager—

N
atural

R
esources

D
ivision

since
1978;

form
erly

M
an

ager.
Joined

K
oppers

in
1950.

R
obert

R
.

M
oran

58
V

ice
P

resident—
P

urchasing
since

1982;
fo

r

m
erly

M
anager—

R
aw

M
aterials.

Joined

K
oppers

in
1947.

A
ndrew

J.
P

epper
59

V
ice

P
resident—

M
anagem

ent
Inform

ation

S
ystem

s,
F

inance
D

epartm
ent

since
1980;

fo
r

m
erly

A
ssistant

V
ice

P
resident

and
D

irector—

S
ystem

s,
M

ethods
and

D
ata

P
rocessing.

Joined

K
oppers

in
1950.

John
F.

R
am

ser
50

V
ice

P
resident

and
M

anager—
H

um
an

R
esources

D
epartm

ent
since

1980;
form

erly

A
ssistant

S
ecretary—

L
aw

D
epartm

ent.
Joined

K
oppers

in
1970.

W
alter

R
.

V
ogler

59
T

reasurer
since

1978;
form

erly
D

irector—

Financial
and

A
dm

inistrative
S

ervices,

F
inance

D
epartm

ent.
Joined

K
oppers

in
1951.

R
aym

ond
R

.
W

ingard
52

V
ice

P
resident

and
M

anager—
M

arketing
S

e
r

vices
and

C
orporate

G
row

th
Planning

since

1980;
form

erly
V

ice
P

resident
and

M
anager—

H
um

an
R

esources
D

epartm
ent.

Joined
K

oppers

in
1952.
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0D
e
sc

rip
tio

n
o
f

K
o
p
p
e
rs

B
u
sin

e
ss

O
rg

an
ic

M
aterials

G
ro

u
p

G
e
n
e
ra

l
D

ev
elo

p
m

en
t

of
K

o
p
p
ers

B
u
sin

e
ss

K
o
p
p
ers

C
om

pany,
Inc. w

as
incorporated

o
n

S
eptem

ber
30,

1944.
It succeeded

by

m
erg

er
to

the
properties

and
business

of
four

p
red

ecesso
r

com
panies.

T
hose

com
panies

g
re

w
logically

out
of

K
oppers

original
b
u
si

n
e
ss,

established
in

1907,
to

design
and

build

ch
em

ical-reco
v
ery

coke
plants

for
the

A
m

eri

c
a
n

steel
industry.

Prior
to

1965,
K

oppers
w

as
highly

d
ep

en

d
e
n
t

upon
its

original
steel

plant
construction

b
u
sin

ess
for

earnings
grow

th.
T

his
accounted

fo
r

as
m

uch
as

40%
of

the
C

om
pany’s

annual

earn
in

g
s.

It w
as

a
cyclical

business
that

had
a

d
isco

n
certin

g
roller-coaster

effect
on

the

C
o
m

p
an

y
’s

prospects
for

grow
th.

In
1965,

the
C

om
pany

began
to

build
a

m
an

u
factu

rin
g

organization
that

w
ould

p
ro

d
u
c
e

consistent
earnings

grow
th

and
thereby

re
d
u
c
e

K
oppers

dependence
upon

the
steel

in
d
u
stry

capital
investm

ent
cycle.

K
oppers

to
d
a
y

is
a

diversified
m

anufacturing
co

rp
o
ra

tio
n

offering
specialized

engineering
and

con-

struction
capabilities.

O
ver

the
past

five
years,

its
m

anufacturing
groups

have
provided

nearly
95%

of
its

total
operating

incom
e.

Pursuit
of

the
C

om
pany’s

objective
to

expand
its

m
anufacturing

businesses
to

achieve
consistent

earnings
grow

th
has

been

characterized
by

rising
levels

of
capital

investm
ent.

T
his

expansion
program

has
increased

the
total

investm
ent

in
K

oppers
operations

from
$190

m
illion

in
1964

to
$1,071

m
illion

at

the
close

of
1982.

E
m

p
lo

y
m

en
t

T
he

average
num

ber
of

persons
em

ployed
by

the
C

om
pany

w
as

17,334
in

1982,
dow

n
from

20,113
in

1981.
W

hile
m

ost
of

the
em

ploym
ent

drop
in

1982
resulted

from
layoffs

related
to

w
eak

business
conditions,

it also
included

an

increase
in

the
num

ber
of

persons
retiring

during
the

year.
A

pproxim
ately

8,000
of

the
C

om
pany’s

em
ployees

are
covered

by
150

different
co

l

lective
bargaining

agreem
ents.

S
uccessful

labor
contract

negotiations
w

ere
com

pleted
at

41
locations

in
1982.

F
inancial

Inform
ation

B
y

in
d
u
stry

S
eg

m
en

t
S

elected
financial

inform
ation

for
each

of

K
oppers

operating
groups

for
a

10-year

period
appears

on
page

22.
A

dditional
finan

cial
inform

ation
on

the
operating

groups

appears
in

the
table

‘O
perations

by
B

usiness

S
egm

ents”
on

page
33.

P
aten

ts
an

d
L

icensing
K

oppers
ow

ns
m

ore
than

800
existing

U
nited

S
tates

patents
and

a
large

num
ber

of
foreign

patents
covering

m
any

products
and

p
ro

c

esses.
S

om
e

of
the

C
om

pany’s
patents

and

technology
are

licensed
to

other
com

panies.

T
he

C
om

pany
m

akes
few

of
its

products

under
licenses

from
other

com
panies

w
ith

respect
to

patents
they

ow
n

or
technology

they
have

supplied.
N

o
single

patent
or

license
is

considered
m

aterial
in

relation
to

the
C

om
pany’s

overall
perform

ance.

P
ro

p
erties

T
he

C
om

pany’s
270

operating
locations

include:
O

rganic
M

aterials,
37;

R
oad

M
ate

rials,
151;

Forest
P

roducts,
67;

E
ngineered

M
etal

P
roducts,

12;
and

N
atural

R
esources,

3.

E
ngineering,

drafting,
estim

ating,
p
ro

cu
re

m
ent

and
scheduling

personnel
for

the
E

ngi

neering
and

C
onstruction

group
are

located
in

Pittsburgh,
Pennsylvania.

In
the

opinion
of

m
anagem

ent,
the

p
ro

duction
capacities

in
K

oppers
various

b
u
si

ness
segm

ents
are

adequate
to

operate
at

a

significantly
higher

volum
e

than
in

1982.

R
esearch

an
d

D
ev

elo
p
m

en
t

T
he

C
om

pany
conducts

its
research

activities

at
tw

o
locations

in
suburban

Pittsburgh,
P

en
n

sylvania
as

w
ell

as
through

special
projects

at

a
num

ber
of

universities
and

at
G

enex
C

o
rp

o

ration,
a

m
ajor

biotechnology
firm

.
K

oppers

research
laboratories

explore
advanced

tech

nologies,
develop

new
products

and
im

prove

m
anufacturing

processes.
S

pecial
services,

such
as

pollution
control

and
analytical

and

engineering
support,

are
provided

to
all

o
p
er

ations
of

the
C

om
pany.

D
evelopm

ent
lab

o
ra

tories
at

several
locations

support
each

of
the

C
om

pany’s
business

segm
ents.

T
he

am
ount

spent
on

research
and

developm
ent

activities

w
as

approxim
ately

$22.0
m

illion
in

1982,
$16.5

m
illion

in
1981

and
$15.0

m
illion

in
1980.

O
rganic

M
aterials

B
u
sin

ess

O
rganic

M
aterials

has
interrelated

businesses

using
the

technology
associated

w
ith

the

m
anufacture

and
use

of
products

derived

from
coal.

O
ver

half
of

the
present

product

m
ix

is
m

anufactured
from

coal
or

such
d
eriv

a

tive
products

as
coal

tar
and

naphthalene.

O
ther

lines
serve

specialty
m

arkets.
T

he

group
has

five
operating

divisions
and

three

w
holly

ow
ned

subsidiaries.
Industrial P

roducts
D

ivision
operates

six

tar
processing

plants
and

is
a

m
ajor

producer

of
such

coal
tar

derivatives
as:

coal
tar

pitches
used

by
the

alum
inum

and
co

m
m

er

cial
carbon

industries
as

binders
in

the
m

an
u

facture
of

electrodes;
creosote,

a
com

plex

m
ixture

of
chem

icals,
used

prim
arily

as
a

w
ood

preservative;
and

chem
ical

oil,
a

raw

m
aterial

for
K

oppers
chem

icals
operations.

F
oundry

and
Industrial

S
upply

D
ivision

operates
three

coke
plants

and
is

am
ong

the

largest
m

erchant
producers

of
foundry

coke,

one
of

the
principal

products
used

for
m

elting

m
etal

in
foundries

and
other

industrial
o
p
era

tions.
O

ther
grades

of
coke

are
m

anufactured

for
reducing

iron
ore

in
steelm

aking,
for

m
elt

ing
in

rock
w

ool
operations,

for
nonferrous

m
etal

sm
elting

and
in

sugar
beet

refining.

A
subsidiary,

T
hiem

C
orporation,

p
ro

duces
binder

system
s

and
coatings

for
m

old

ing
m

etal
in

foundries,
as

w
ell

as
refractory

system
s

for
casting

iron
and

steel.

C
hem

ical
D

ivision
operates

four
plants

and
is

a
m

ajor
supplier

of
naphthalene

(used

to
produce

phthalic
anhydride

and
agricultural

chem
icals);

phthalic
anhydride

(used
in

the

production
of

alkyd
and

polyester
resins

and

of
plasticizers

for
plastics);

resorcinol
(used

prim
arily

to
produce

adhesives
used

in
rubber

tires
and

lam
inated

w
ood);

antioxidants

(used
in

rubber,
plastics

and
other

products);

and
a

group
of

interm
ediate

chem
icals.

S
pecialty

S
ystem

s
D

ivision
is

a
grow

ing

supplier
of

high-perform
ance

polyester
resins

(used
in

glass-reinforced
and

nonreinforced

plastics);
bitum

inous
coatings

(for
u
n
d
er

ground
pipelines,

tanks
and

severe
industrial

applications);
and

chem
ical-based

coatings

(used
on

sw
im

m
ing

pools,
w

ater
storage

tanks,
w

ater
and

sew
age

treatm
ent

facilities

and
m

arine
and

industrial
applications),

roof

coatings,
lubricants,

rust
preventives,

caulks,

sealants
and

adhesives.
B

uilding
M

aterials
D

ivision
m

akes
cold-

applied
roofing

and
m

aintenance
products

to

supplem
ent

high-perform
ance

roofing
and

W
aterproofing

products
based

on
pitches

(prim
arily

com
m

ercial
and

industrial). T
he

division
also

produces
a

new
phenolic

foam

fire-retardant
insulation

board.

G
roup

subsidiaries
m

anufacture
button

blanks
and

buttons
and

other
lines

related
to

specialized
protective

coatings.

R
aw

M
aterials

an
d

F
uel

O
rganic

M
aterials

depends
heavily

upon

coal
and

coal-derived
products

for
raw

m
aterials.

M
ost

coal
tar

processed
is

p
u
r

chased
from

steelm
aking

operations,
under

contract
arrangem

ents
w

ith
varying

periods

and
conditions.

P
urchasing

agreem
ents

cover

such
other

raw
m

aterials
as

coal,
benzene,

orthoxylene
and

additional
petrochem

ical

industry
m

aterials.
N

o
m

ajor
disruption

of

business
in

1983
is

expected
as

a
result

of

shortages
of

raw
m

aterials
or

energy.
T

he

group’s
energy

needs
are

supplied
by

natural

gas,
fuel

oil,
coal,

and
coke

oven
gas.

C
om

petitive
an

d
S

easo
n
al

C
o
n
d
itio

n
s

O
rganic

M
aterials

products
are

sold
in

highly

com
petitive

m
arkets.

E
xcept

for
certain

p
ro

prietary
item

s, there
are

suppliers
of

identical

O
rganic

M
aterials

1982
Sales

by
M

ajor
E

conom
ic

S
ectors

(S
M

iliions)
%

Industrial
Production

$364.3
68%

A
rchitectural

C
onstruction

93.3
17

N
onbuilding

C
onstruction

77.7
15

$535.3
100%

products
in

all
business

areas,
as

w
ell

as

com
petition

from
alternative

m
aterials

p
e
r

form
ing

the
sam

e
function.

T
he

principal
fac

tors
in

com
petition

are
price,

product
perform

ance
and

service.
In

certain
product

lines,

K
oppers

has
an

advantage
because

of
m

ulti

ple
production

locations
or

m
anufacturing

plants
near

m
ajor

m
arkets.

M
ost

O
rganic

M
aterials

business
is

not

affected
by

seasonal
variations,

but
w

inter

does
reduce

volum
e

in
roofing,

coating
and

other
construction

product
lines.

P
roducts

are
generally

m
arketed

nation

w
ide

through
the

group’s
sales

organization.

C
ertain

lines
are

m
arketed

through
in

d
ep

en

dent
distributors

and
agents.

T
he

group
m

aintains
substantial

invento

ries
of

critical
raw

m
aterials

and
finished

p
ro

d

ucts,
but

it is
not

the
practice

to
carry

c
u
s

tom
er

inventories
or

to
provide

financing.

B
acklog

O
rganic

M
aterials

1982
year-end

backlog
w

as

$96.6
m

illion, versus
$92.2

m
illion

a
year

e
a
r

lier.
T

he
backlog

norm
ally

increases
su

b
stan

tially
during

the
m

onth
of

January,
and

at
the

close
of

January,
1983,

the
backlog

w
as

$215.8
m

illion,
versus

$305.7
m

illion
a

year

earlier.
T

his
is

derived
from

the
detailed

an
al

ysis
of

each
custom

er’s
expected

1983

requirem
ents.

T
he

total
backlog

is
expected

to
be

shipped
during

1983,
although

m
ost

unfilled
orders

are
subject

to
cancellation

at

the
option

of
the

buyer.

M
in

eral
A

ssets
P

rice
an

d
Q

uantity
Inform

ation

T
h
e

table
below

provides
inform

ation
relating

to
K

oppers
m

ineral
reserves.

E
stim

ates
for

p
ro

v
en

and
probable

m
ineral

reserves
w

ere
obtained

at
the

tim
es

of
acquisition

of
the

reserves,

,
.

-
.

,‘

.

-
-

.
.

S
urvival

cap
su

les
undergoing

fire
tests

for
o
ffsh

o
re

oil
rigs

are
am

ong
new

ap
p
lica

tions
for

the
C

om
pany’s

p
ro

p
rietary

fire-retardant
p
o
ly

ester
resins.

w
h
ich

range
from

1967
to

the
present.

(V
o
lu

m
es

are
in

thousands
Y

ears
E

nded
D

ecem
ber

31,

o
f

to
n
s;$

are
per-ton

values.)
1982

1981
1980

1979



4
2

43

R
o
a
d

M
a
te

ria
ls

G
ro

u
p

F
o
re

st
P

ro
d
u
c
ts

G
ro

u
p

R
o
a
d

M
aterials

B
u
sin

ess

R
o
ad

M
aterials

is
m

ade
up

of
154

dom
estic

facilities
that

serve
roadbuilding

and
co

n
stru

c

tio
n

m
arkets

in
17

states
as

w
ell

as
operations

in
C

entral
and

S
outh

A
m

erica,
A

frica
and

the

M
id

d
le

E
ast.

A
bout

90%
of

sales
are

from

a
g
g
re

g
a
te

s
(crushed

stone,
sand,

gravel
and

sla
g
),

bitum
inous

concrete,
ready-m

ix
c
o
n

c
re

te
and

paving
services.

T
he

balance
is

fro
m

w
elded

w
ire

fabric
and

related
specialty

p
ro

d
u
cts.

T
he

group’s
civil

construction
services

a
c
c
o
u
n
t

for
35%

of
total

sales,
including

som
e

p
ro

d
u
ct

cost
(paving

m
aterials,

concrete,

e
tc

.).
A

m
ong

th
ese

services
are

road
and

b
rid

g
e

building,
other

paving
activities,

n
o
n

resid
en

tial
building

construction
and

dam

b
u
ild

in
g
.

A
bout

50%
of

R
oad

M
aterials

sales
result

fro
m

publicly
funded

road
m

aintenance
and

co
n
stru

ctio
n

projects.
T

he
rem

ainder
is

from

p
riv

ately
funded

w
ork

in
m

any
segm

ents
of

th
e

construction
m

arket.
T

ransportation
is

a
m

ajor
factor

in
total

p
ro

d
u
ct

cost.
T

he
delivered

price
doubles

w
h
e
n

crushed
stone

is
transported

20
to

30

m
iles.

A
ggregate

m
arkets,

therefore,
are

lo
calized

,
and

the
C

om
pany

generally
su

p

p
lie

s
m

arkets
near

its
quarries

in
C

alifornia,

C
o
lo

rad
o
,

Florida,
G

eorgia,
Indiana,

K
ansas,

K
entucky,

N
ew

Y
ork,

N
orth

C
arolina,

O
hio,

O
k
lah

o
m

a,
P

ennsylvania,
T

ennessee,
V

irginia

a
n
d

W
yom

ing.
Six

facilities
in

the
S

outheast

a
n
d

S
outhw

est
produce

and
distribute

w
elded

w
ire

fabric
and

other
concrete-reinforcing

and

fo
rm

in
g

accesso
ries.

R
a
w

M
aterials

an
d

F
uel

A
g
g
reg

ate
raw

m
aterials

consist
of

sand
and

g
rav

el,
granite,

lim
estone,

trap
rock

and
sa

n
d

sto
n
e
,

w
hich

com
e

from
quarries,

m
ines

or

G
re

a
t

L
akes

dredging
operations.

M
ost

of

K
o
p
p
ers

quarries
are

on
land

either
ow

ned
by

th
e

C
om

pany
or

held
under

long-term
leases.

It
is

estim
ated

that
the

present
reserves

of

a
g
g
re

g
a
te

s
w

ill
be

sufficient for
m

ore
than

25

y
e
a
rs

at
current

production
rates.

O
ther

m
ajor

ra
w

m
aterials

include
asphalt,

slag,
cem

ent

a
n
d

steel
rod,

w
hich

are
purchased

from
oil

com
panies,

steel
producers

and
cem

ent

suppliers.
A

dequate
supplies

of
raw

m
aterials

and
fuel

are
expected

to
continue.

Fuel
oil

satisfies
nearly

half
of

R
oad

M
aterials

energy

requirem
ents;

natural
g
as

and
diesel

fuel,

each
about

20%
;

the
rem

ainder
includes

gasoline,
kerosene

and
propane.

C
o
m

p
etitiv

e
an

d
S

easo
n
al

C
o
n
d
itio

n
s

R
oad

M
aterials

operations
are

geographically

diversified,
w

ith
lim

ited
vertical

integration

w
ithin

individual
regional

m
arkets.

B
ecause

m
ineral

reserves
are

lim
ited

w
ithin

regional

areas,
the

C
om

pany
com

m
only

holds
a

high

share
of

those
regional

m
arkets

in
w

hich
it

com
petes.
Principal

factors
in

com
petition

are
price

and
service.

P
rices

for
ag

g
reg

ates
are

d
eter

m
ined

by
local

conditions
and

are
not

subject

to
w

ide
fluctuations

created
by

nationw
ide

dem
and,

supply
and

capacity
factors.

Increasingly,
this

business
has

becom
e

service-oriented,
calling

for
on-tim

e
delivery

from
a

guaranteed
source

of
supply.

R
oad

M
aterials

1982
S

ales
by

M
ajor

E
conom

ic
S

ectors
(S

M
illions)

%

N
onbuilding

C
onstruction

$400.6
82%

A
rchitectural

C
onstructior

77.6
16

Industrial
Production

7.7
2

$485.9
100%

R
oad

M
aterials

business
is

highly
se

a

sonal,
w

ith
m

ore
than

70%
of

sales
occurring

during
the

peak
construction

period
from

M
ay

ito
N

ovem
ber

30.
P

roduct
inventories

are
controlled

at

volum
es

that
reflect

a
balance

betw
een

the

m
ost

efficient
production

level
and

supplying

peak
dem

and.
Inventories

norm
ally

grow
su

b

stantially
during

spring
m

onths
in

anticipation

of
high

sum
m

er
dem

and.
It is

not
custom

ary,

how
ever,

to
carry

inventories
or

provide

financing
for

custom
ers.

B
ack

lo
g

R
oad

M
aterials

backlog
at

the
end

of
1982

w
as

$98.0
m

illion,
versus

$100.8
m

illion
a

year

earlier.
T

he
norm

al
tendency

is
for

this
b
ack

log
to

increase
during

the
first

six
m

onths
of

the
year

and
to

decline
thereafter.

O
rders

in

the
backlog

are
considered

firm
,

and
m

ore

than
95%

of
the

year-end
backlog

is
expected

to
result

in
1983

sales.

F
o
rest

P
ro

d
u
cts

B
u
sin

ess

F
orest

P
roducts

is
a

m
ajor

producer
of

ch
em

i

cally
treated

w
ood,

specialty
w

ood-treating

chem
icals

and
lam

inated
w

ood
products,

su
p

plying
both

U
.S.

and
foreign

m
arkets.

C
hem

ical
treatm

ent
of

w
ood

under

pressure
results

in
resistance

to
decay,

to

invasion
by

insects
and

to
dam

age
from

fire.

P
roducts

include
railroad

cro
sties;

utility,

transm
ission,

distribution
and

lighting
poles

and
accesso

ry
equipm

ent;
building

poles
and

tim
bers;

fence
posts;

foundation
and

m
arine

piling;
red

ced
ar

sh
ak

es
and

shingles;
and

construction
lum

ber
and

plyw
ood.

K
oppers

also
provides

contract
w

ood-treating
services

for
industrial

and
com

m
ercial

custom
ers.

C
onventional

w
ood

p
ressu

re
treatm

ents
use

creosote,
pentachlorophenol

and
w

aterborne

salt
preservatives.

K
oppers

also
has

p
ro

p
rie

tary
p
ro

cesses
and

products
using

specialty

chem
icals

under
such

tradem
arks

as

C
E

L
L

O
N

,
D

R
IC

O
N

,
N

C
X

and
W

O
LM

A
N

.

K
oppers

also
licenses

these
proprietary

p
ro

c

esses
and

their
tradem

arks
and

produces
and

supplies
a

broad
range

of
chem

icals
used

in

p
ressu

re
treatm

ent,
prim

arily
to

a
group

of

licensees
using

K
oppers

w
ood-treating

p
ro

c

esses
and

tradem
arks.

A
new

line
of

ch
em

i

cals
(using

brush-on
or

dip
treatm

ent
tech

niques)
is

designed
to

protect
untreated

w
ood

and
other

surfaces
from

w
ater

dam
age

and
decay.

T
he

chem
icals

are
m

arketed

under
the

trade
nam

es
R

A
IN

C
O

A
T,

W
O

LM
A

N

C
L

E
A

R
and

W
O

LM
A

N
G

R
E

E
N

.

T
he

group
engineers

and
m

anufactures

glue-lam
inated

w
ood

products
for

industrial,

com
m

ercial
and

residential
applications,

such

as
structural

beam
s,

arches,
colum

ns,

girders,
tru

sses
and

lighting
standards.

R
aw

M
aterials

an
d

F
uel

T
im

ber
is

the
m

ain
raw

m
aterial

used
by

F
o
r

est
P

roducts.
T

he
m

ajor
requirem

ents
are

E
astern

and
S

outhern
hardw

ood
to

supply

railroad
crossties

and
furniture

products;
and

softw
ood

tim
ber,

prim
arily

S
outhern

yellow

pine
and

W
est

C
oast

species,
to

supply
utility

poles
and

construction
lum

ber.
L

ess
than

10%
of

the
group’s

hardw
ood

and
softw

ood

n
eed

s
are

m
et

from
C

om
pany-ow

ned

tim
berlands

or
by

negotiated
cutting

rights.

D
em

and
and

price
for

softw
ood

are
directly

influenced
by

housing
construction,

T
he

breadth
of

K
oppers

product
m

ix
and

location

of
processing

plants
enables

the
group

to
p
u
r

ch
ase

the
n
ecessary

tim
ber

and
finished

raw

m
aterials.

T
he

long-term
availability

of
E

astern

hardw
ood

is
adequate,

since
the

tim
ber

grow
th

rate
currently

ex
ceed

s
the

rate
of

cut.

P
reservative

raw
m

aterials
are

supplied

from
both

C
om

pany
and

outside
sources.

A

fully
integrated

arsenic
acid

plant
provides

raw
m

aterial
stability

for
W

O
LM

A
N

w
ood

preservatives.
O

n
the

basis
of

B
tu

quantities,
natural

gas

accounts
for

about
40%

of
F

orest
P

roducts

fuel,
w

ood
w

aste
for

30%
and

oil
for

25%
.

All

m
ajor

plants
are

equipped
to

operate
on

alter

native
types

of
fuel.

Fuel
supply

is
adequate

in

all
cases.

In
recent

years,
several

plants
have

developed
w

ood-w
aste

burning
system

s
in

order
to

low
er

costs
and

lessen
risk

of
sh

u
t

dow
n

due
to

lack
of

fuel.
Tw

o
plants

operate

electrical
co-generation

system
s

providing

energy
for

processing,
w

ith
the

ex
cess

elec

tric
pow

er
sold

to
local

utilities.

C
o
m

p
etitiv

e
an

d
S

easo
n
al

C
o
n
d
itio

n
s

T
he

w
ood-preserving

industry
is

highly
co

m

petitive
and

fragm
ented.

A
s

the
m

ajor
nation

w
ide

supplier,
K

oppers
usually

has
co

m
p
eti

F
orest

P
roducts

1982
S

ales
by

M
ajor

E
conom

ic
S

ectors
(S

M
illions)

%

N
onbuilding

C
onstruction

$200.2
67%

Industrial
P

roduction
50.6

17

A
rchitectural

C
o
n
stru

cto
r

46.3
16

$291
I

1
0
0
/

tion
from

regional
operators.

In
addition,

treated
and

lam
inated

w
ood

products
co

m

pete
against

such
other

m
aterials

as
steel,

concrete
and

alum
inum

.
Price

and
service

are

the
principal

requirem
ents

for
com

petition.

K
oppers

broad
range

of
products

and
strate

gic
plant

locations
provide

a
significant

co
m

petitive
advantage

in
this

business.

M
ost

products
supplied

by
F

orest
P

ro
d

ucts
are

sold
directly

to
the

end
user

by
the

group’s
sales

force.
M

uch
of

F
orest

P
roducts

business
is

seasonal,
since

m
ost

products
are

related
to

the
building

industry.
S

ales
are

reduced
during

w
inter

m
onths,

usually
by

about
30%

,
from

the
peak

level
of

sales

through
sum

m
er

m
onths.

Inventory
represents

a
significant

factor

in
the

total
investm

ent
of

F
orest

P
roducts.

S
izable

inventories
m

ust
be

m
aintained

in

som
e

product
areas

to
ensure

prom
pt,

dependable
service.

B
acklog

F
orest

P
roducts

year-end
backlog

w
as

$73.7

m
illion,

v
ersu

s
$83.4

m
illion

a
year

earlier.
T

he

total
backlog

is
expected

to
be

shipped
d
u
r

ing
1983

and,
although

all
orders

are
co

n
sid

ered
firm

,
cancellation

can
be

effected
at

any

tim
e

except
on

finished
m

aterial
or

that
in

process
F

orest
P

roducts
backlog

peaks
in

the
first

quarter,
and

the
high

point
rep

resen
ts

approxim
ately

50%
of

annual
sales.

G
reater

n
atio

n
al

atten
tio

n
,

ev
id

en
ced

b
y

th
e

fed
eral

g
as

tax
In

crease,
is

g
o
in

g
to

u
p
g
rad

in
g

o
f

th
e

U
.S.

InfrastrU
cture,

Initially
h
ig

h
w

ay
s

an
d

b
rid

g
es.

U
se

o
f

p
ressu

re-treated
lu

m
b
er

co
n
tin

u
es

to
in

crease
In

housing,
ren

o
v
atio

n
an

d

ex
p
an

sio
n

m
ark

ets
as

aw
aren

ess
o
f

co
st

b
en

efits
g
ro

w
s

am
o
n
g

co
n
su

m
ers.



E
n
g
in

e
e
re

d
M

etal
P

ro
d

u
c
ts

G
ro

u
p

E
n
g
in

eerin
g

a
n
d

C
o
n
stru

c
tio

n
G

ro
u
p

E
n

g
in

eered
M

etal
P

ro
d

u
cts

B
u
sin

ess

E
n

g
in

eered
M

etal
P

roducts
designs

and
m

an

u
factu

res
processing

m
achinery

system
s

and

m
ach

in
e

com
ponents.

T
hese

business
lines

a
re

generally
characterized

by
high-value-

a
d
d
e
d
,

precision-engineered,
high-quality

p
ro

d
u
cts

designed
to

rigid
custom

er
sp

ecifi

catio
n
s.

S
prout-W

aidron
products

include
p
ro

c
e
ssin

g
m

achinery
for

the
form

ula
feed,

food,

ch
em

ical,
pulp

and
paper,

and
other

basic

in
d

u
stries.

S
prout-W

aldron
also

designs
and

b
u

ild
s

com
plete

feed
m

ills,
m

aterial
handling

a
n

d
storage

facilities,
pulping

plants
and

in
d
u
strial

processing
installations.

K
oppers

m
anufactures

corrugated

co
n

tain
er

m
achinery,

w
hich

converts
krafl

p
a
p

e
r

into
corrugated

board.
T

he
C

om
pany

a
lso

m
anufactures

m
achinery

to
m

ake
the

b
o
a
rd

into
finished

containers
for

packaging

p
ro

d
u

cers.
T

he
C

om
pany

is
a

m
ajor

producer
of

in
d
u
strial

piston
rings

for
diesel

engines
and

sh
a
ft

seals
for

use
in

aircraft
engines,

pum
ps

a
n

d
co

m
p
resso

rs,
as

w
ell

as
seal

rings
for

h
y

d
rau

lic
cylinders,

valves
and

other
in

d
u

s

trial
and

aircraft
applications.

K
oppers

supplies
a

broad
range

of

p
o
w

e
r

transm
ission

products,
including

co
u

p1
1

n
g
s,

coupling
grease,

adjustable-speed

d
riv

e
s,

torque
sen

so
rs

and
forgings.

C
o
u

p
lin

g
s

transm
it

pow
er

from
one

rotating
shaft

to
an

o
th

er
and

co
m

p
en

sate
for

m
isalignm

ent.

A
p

p
licatio

n
s

include
high-speed

co
m

p
res

so
rs,

pum
ps,

conveyors,
cranes,

blow
ers,

b
o
ile

r
feed

pum
ps,

paper
m

ill
refiners,

and

m
a
in

drives
in

steel
rolling

m
ills.

T
he

group
also

p
ro

d
u
ces

m
edium

-
and

larg
e-sized

gray
iron

and
ductile

castings
for

u
s
e

in
various

areas
of

the
E

ngineered
M

etal

P
roducts

and
E

ngineering
and

C
onstruction

G
roups,

as
w

ell
as

selling
castings

directly
to

outside
custom

ers.
N

egotiations
are

currently
under

w
ay

to

sell
both

the
environm

ental
control

system
s

business
and

the
m

ineral
processing

eq
u

ip

m
ent

business.

R
aw

M
aterials

an
d

F
uel

Principal
raw

m
aterials,

such
as

m
etal

castings
and

forgings,
are

produced
w

ithin

the
group’s

facilities,
w

ith
som

e
quantities

E
ngineered

M
etalP

roducts
1982

S
ales

by
M

ajor
E

conom
ic

S
ecto

rs
(S

M
illions)

%

M
anufacturers’

C
apita’

E
quipm

ent
$215.5

100%

supplied
by

com
m

ercial
producers.

S
teel

bars,
billets,

plates,
structural

form
s

and
alu

m
inum

are
purchased

from
m

ill
and

w
are

house
suppliers.

Fuel
oil,

gas
and

electricity
are

the
m

ajor
fuels

used,
and

the
natural

gas
supply

is
backed

up
in

som
e

locations
by

p
ro

pane
stored

in-plant
and

in
reserve

storage.

C
o
m

p
etitiv

e
an

d
S

easo
n

al
C

o
n
d
itio

n
s

T
here

is
significant

com
petition

in
each

of
E

ngineered
M

etal
P

roducts
business

lines.
C

ertain
of

the
group’s

products
generally

sell
at

prem
ium

prices,
and

K
oppers

strong
m

ar
ket

position
is

based
upon

dem
onstrated

excellence
in

design,
perform

ance,
technical

support
and

other
specific

factors.
Principal

products
and

services
are

d
is

tributed
m

ainly
through

the
group’s

sales
force,

augm
ented

in
som

e
lines

by
agents

and

distributors.
M

ost
business

lines
are

not
affected

by
seasonal

fluctuations.
W

orking
capital

am
ounts

include
repair

parts
inventories

required
for

field
service

activities,
as

w
ell

as
inventory

parts
kept

on

hand
for

standard
m

achines
to

m
eet

co
m

p
eti

tive
delivery

schedules.
In

certain
lines,

such
as

electrostatic
precipitators

and
sound

c
o
n

trol
products,

w
orking

capital
am

ounts
include

retainages
that

are
receivable

upon
satisfac

tory
perform

ance
of

the
installation.

B
acklog

E
ngineered

M
etal

P
roducts

backlog
at

the
end

of
1982

w
as

$102.9
m

illion,
com

pared
w

ith

$137.4
m

illion
a

year
earlier,

Total
backlog

is
believed

to
be

firm
,

and
approxim

ately
90%

is
expected

to
be

shipped
in

1983.
N

o
significant

seasonal
factors

influence
the

backlog.

E
ngineering

an
d

C
o
n

stru
ctio

n
B

u
sin

ess
K

oppers
is

one
of

the
w

orld’s
largest

d
esig

n

ers
and

builders
of

basic
steel

plants,
includ

ing
coke

ovens
and

related
by-product

ch
em

i

cal
plants,

blast
furnaces,

basic
oxygen

furnaces,
continuous

casting
installations,

sin

ter
plants

and
pollution

control
equipm

ent
for

the
steelm

aking
process.

L
icensing

arrangem
ents

perm
it

the
group

to
m

arket
products

and
services

related
to

steelm
aking

in
the

W
estern

H
em

isphere,

including
electric

arc
furnaces,

p
ro

cess
co

n
trol

system
s

and
com

ponents,
and

various

equipm
ent

designs.
K

op-T
ech,

a
joint

venture
com

pany
w

ith

T
rans

T
ech

C
orporation

of
Japan,

has
access

to
Jap

an
ese

financing
and

use
of

Jap
an

ese

technology
in

N
orth

A
m

erica
for

the
steel

industry.
T

he
group

is
engaged,

through
K

B
W

G
asification

S
ystem

s,
Inc.,

in
the

developm
ent

of
engineering

and
construction

services
for

the
production

of
synthetic

fuels
based

on
the

entrained-bed
coal

gasification
process,

to

produce
gas

for
m

edium
-B

tu
industrial

fuels,

for
fuel

to
drive

pow
er-generating

turbines,
for

use
as

chem
ical

feedstocks,
and

for
direct

reduction
of

ores.
K

oppers
and

other
equity

partners
are

in
fin

l
negotiations

w
ith

the
U

.S.

S
ynthetic

F
uels

C
orporation

for
loan

and
price

g
u
aran

tees
for

a
peat-to-m

ethanol
conversion

project
in

N
orth

C
arolina

utilizing
the

K
B

W

(K
oppers-B

abcock
and

W
ilcox)

process.
A

contract
for

construction
and

operation
of

the

facility
is

expected
during

1983.
C

urrent
business

is
directly

related
to

capital
expenditures

in
the

prim
ary

end
of

the

steel
industry.

M
ost

of
the

group’s
annual

sales
volum

e
results

from
w

ork
on

a
relatively

sm
all

num
ber

of
large

contracts,
w

ith
a

m
o

d

est
volum

e
com

ing
from

repair
w

ork
and

replacem
ent

equipm
ent.

S
ynthetic

fuels
p

ro
j

ects
are

d
ep

en
d
en

t
on

actions
by

various

governm
ent

agencies
for

loan
and

price
g

u
ar

antees.

R
aw

M
aterials

an
d

F
uel

L
arge

quantities
of

structural
and

fabricated

steel,
reinforcing

bar,
refractories,

pipe,
elec

trical
w

ire
and

conduit
are

used
in

the
group’s

construction
w

ork.
T

hese
m

aterials
are

p
u
r

ch
ased

from
others

or
supplied

by
su

b

contractors.
N

o
m

aterial
shortages

a
d

versely
affected

operations
in

1982,
and

it

is
expected

that
ad

eq
u
ate

supplies
w

ill
be

available
in

1983
and

beyond.

E
ngineering

and
C

o
n
stru

ctio
n

1982
S

ales
by

M
ajor

E
conom

ic
S

ecto
rs

(5
M

Illions)
%

N
onbuilding

C
onstruction

$32.9
100%

C
o
m

p
etitiv

e
an

d
S

easo
n

al
C

o
n
d

itio
n

s

K
oppers

com
petes

against
other

U
.S.

c
o

n

struction
com

panies
and

against
foreign

design
com

panies
currently

w
orking

in
c
o

n

junction
w

ith
U

.S.
builders

on
engineering

and

construction
of

dom
estic

steel
plant

projects.

S
everal

large
steel

producers
have

internal

engineering
and

construction
capabilities.

C
om

petition
for

N
orth

A
m

erican
business

has

been
intensified

by
a

lack
of

capital
spending

in
the

w
orld

steel
industry.

Price
and

p
erfo

rm

ance
are

m
ajor

determ
inants

in
com

petition,

although
the

am
ount

of
financial

risk
that

the

contractor
is

w
illing

to
assum

e
has

becom
e

a

significant
factor.

E
ngineering

and
co

n
stru

c

tion
services

are
sold

directly
by

the
group’s

sales
organization.

C
ertain

portions
of

any

project
m

ay
be

subcontracted
on

a
project-

b
y

-p
ro

ject
b
asis.

E
ngineering

and
C

onstruction
business

is

seasonal
to

the
extent

that
m

ost
construction

activity
is

subject
to

disruptions
from

severe

w
eather.

E
very

effort
is

m
ade

in
planning

c
o

n

struction
schedules

to
m

inim
ize

the
possible

effects
of

w
eather.

W
orking

capital
em

ployed
in

E
ngineering

and
C

onstruction
w

ork
is

basically
a

function

of
billings

rendered
on

contracts
but

not
yet

received.
T

his
varies

w
ith

the
volum

e
of

c
o
n

struction
under

w
ay

and
also

w
ith

a
recent

tendency
of

custom
ers

to
increase

the
period

betw
een

billing
and

reim
bursem

ent,
p
articu

larly
during

periods
of

high
interest

costs.

B
acklog

T
he

construction
backlog

w
as

$6.8
m

illion
at

the
close

of
1982,

com
pared

w
ith

$25.9
m

illion

a
year

earlier.
T

he
entire

backlog
is

co
n
sid

ered
firm

,
and

nearly
all

of
the

w
ork

is
e
x

pected
to

be
perform

ed
in

1983.
T

he
backlog

is
totally

dependent
upon

the
capital

in
v
est

m
ent

plans
of

the
steel

industry,
w

hich
are

currently
at

a
d

ep
ressed

level.
Potential

exists

for
contracts

involving
engineering

and
c
o

n

struction
of

synthetic
fuels

plants.

:A
.

—

A
d

v
an

ced
en

erg
y

-efficien
t

w
o

o
d

p
u
lp

in
g

sy
stem

s
are

m
an

u
factu

red
b
y

K
o

p
p

ers
fo

r
U

.S.
an

d
o

v
erseas

p
ap

er
p
ro

d
u
cers.

A
p
ro

p
o
sed

sy
n

th
etic

fu
els

faculty
w

ould
utilize

a
b
ro

ad
ran

g
e

o
f

K
o

p
p
ers

e
n
g

i
n
eerin

g
an

d
co

n
stru

ctio
n

cap
ab

ilities
as

w
ell

as
d

em
o
n
strate

th
e

K
B

W
co

al
g

asifi
catio

n
technology.
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A
d
d
itio

n
a
l

D
e
sc

rip
tio

n
O

f
K

o
p
p
e
rs

B
u
sin

e
ss

E
x
h
ib

its
fo

r
F

o
rm

1
0
-K

L
e
g
a
l

P
ro

ceed
in

g
s

O
n

A
pril

26,
1982,

R
epublic

S
teel

C
orporation

filed
an

action
in

the
U

nited
S

tates
D

istrict

C
o
u
rt

for
the

N
orthern

D
istrict

of
O

hio
against

certain
of

its
insurance

carriers
seeking

to

reco
v
er

$41
m

illion
under

its
contracts

of

in
su

ran
ce

for
d
am

ag
es

to
a

coke
oven

battery

a
t

its
C

leveland,
O

hio
plant

resulting
from

its

co
k
in

g
operations.

T
he

coke
oven

battery
w

as

co
n
stru

cted
for

R
epublic

by
K

oppers
w

ith

co
n
stru

ctio
n

being
com

pleted
in

1977.
O

n

D
ecem

b
er

28,
1982,

the
carriers

joined

K
o
p
p
ers

as
a

third-party
defendant

to
the

actio
n

alleging
that

the
coke

oven
battery

w
as

im
p
ro

p
erly

designed
or

constructed.
K

oppers

m
an

ag
em

en
t

believes
that

it has
sound

d
e
fe

n
se

s
to

this
claim

and
that

this
litigation

w
ill

not
result

in
any

m
aterial

liability
to

K
o
p
p
ers.
O

n
A

ugust
7,

1981,
Inland

S
teel

C
o
rp

o
ra

tio
n

filed
an

action
against

K
oppers

in
the

L
a
k
e

S
uperior

C
ourt,

E
ast

C
hicago,

Indiana,

alleg
in

g
that

delay
in

construction
of

a
coke

o
v
e
n

battery
and

blast
furnace

by
K

oppers
at

In
lan

d
’s

Indiana
H

arbor
W

orks
had

cau
sed

In
lan

d
d
am

ag
es

in
the

am
ount

of
$100

m
illion.

V
en

u
e

in
this

action
w

as
m

oved
to

the
La

P
o
rte

C
ircuit

C
ourt,

La
Porte,

Indiana.
K

oppers

m
an

ag
em

en
t

and
legal

advisors
believe

there

a
re

sound
d
efen

ses
against

Inland’s
claim

.

K
o
p
p
ers

has
counterclaim

ed
to

recover
$17

m
illio

n
still

unpaid
by

Inland
on

the
contract

fo
r

construction
of

the
coke

oven
battery

and

b
la

st
furnace.

K
oppers

is
involved

in
environm

ental

p
ro

ceed
in

g
s

at
a

sm
all

p
ercen

tag
e

of
its

p
lan

ts.
T

hese
in

the
aggregate

are
not

m
ate

rial
to

the
business

or
financial

condition
of

K
o
p
p
ers,

nor
w

ill
their

total
cost

to
K

oppers

e
x
c
e
e
d

10%
of

the
current

assets
of

K
oppers

a
n
d

its
subsidiaries

on
a

consolidated
basis.

K
o
p
p
ers

has
no

reason
to

believe
that

any

g
o
v
ern

m
en

tal
authority

w
ill

im
pose

sanctions

in
an

y
such

proceedings
in

ex
cess

of

$
1
0
0
,0

0
0
.

E
nvironm

ental,
O

ccu
p
atio

n
al

H
ealth

an
d

S
afety

R
eg

u
latio

n
s

T
he

C
om

pany
is

subject
to

federal,
state

and

local
regulations

on
the

environm
ental

im
pacts

of
solid

w
aste

disposal;
air

and

w
ater

quality
im

pacts
of

its
m

anufacturing

operations;
toxic

su
b
stan

ce
control;

and

occupational
health

and
safety

of
its

em
ployees.

A
bout

$4.4
m

illion,
or

6.6%
,

of

K
oppers

capital
investm

ents
for

plant
and

equipm
ent

in
1982

w
ent

to
elim

inate
pollution

or
to

bring
it

w
ithin

satisfactory
levels.

E
nvi

ronm
ental

im
provem

ents
are

expected
to

account
for

a
com

parable
proportion

of
the

total
funds

invested
in

new
facilities

in
1983.

N
o

estim
ates

are
available

for
su

b
seq

u
en

t

years.
O

perating
ex

p
en

ses
attributable

to

pollution
control

equipm
ent

are
increasing

at

a
rate

roughly
equivalent

to
the

in
creases

in

the
cum

ulative
capital

b
ase

of
the

C
om

pany.

A
lthough

environm
ental

regulations
have

not

yet
had

a
m

aterial
adverse

effect
on

o
p
era

tions,
governm

ental
action

has
required

and

m
ay

continue
to

require
the

C
om

pany
to

m
odify,

supplem
ent,

replace
or

abandon

equipm
ent

and
facilities

and
m

ay
delay

or

im
pede

construction
and

operation
of

new

facilities.
T

hese
potential

costs
cannot

be

forecast
w

ith
precision.

K
oppers,

in
com

m
on

w
ith

m
any

other

enterprises,
is

subject
to

regulations
under

the
federal

O
ccupational

S
afety

and
H

ealth

A
ct.

H
ealth

and
safety

regulations
have

not

m
aterially

affected
the

C
om

pany’s
operations

in
the

past.
If

the
stan

d
ard

s
applicable

to

chem
ical

p
ro

cesso
rs

are
m

ade
m

ore
strin

gent,
these

regulations
could

affect
certain

of

K
oppers

b
u
sin

esses
m

ore
significantly

in
the

future.S
om

e
asp

ects
of

the
C

om
pany’s

b
u
si

n
ess

w
ill

be
affected

by
U

.S.
E

nvironm
ental

P
rotection

A
gency

(EPA
)

regulations
req

u
ir

ing
prem

arket
disclosure

of
the

potential

health
and

environm
ental

im
pact

of
new

chem
icals

and
environm

ental
and

health

testing
of

som
e

existing
chem

icals.
T

he

prom
ulgation

of
stringent

federal
regulations

on
chem

ical
solid

w
aste

disposal
under

the

R
esource

C
onservation

and
R

ecovery
A

ct

has
added

to
operating

costs
in

a
num

ber
of

K
oppers

chem
ically

related
b
u
sin

esses
and

has
required

som
e

rem
edial

environm
ental

cleanup
at

existing
C

om
pany

w
aste

disposal

sites.
In

related
m

atters,
groundw

ater
quality

investigations
are

continuing
at

a
num

ber
of

current
m

anufacturing
sites

as
w

ell
as

in
ac

tive
plant

sites
and

are
expected

to
result

in

som
e

additional
rem

edial
actions.

K
oppers

has
received

seven
citations

under
the

“S
uperfund”

or
C

om
prehensive

E
nvironm

ental
R

esponse
C

om
pensation

and

Liability
A

ct.
T

his
action

requires
the

C
o
m

pany
to

conduct
hydrogeological

studies
at

each
location

to
determ

ine
the

nature
of

the

problem
s

and
the

best
available

solutions.

T
he

C
om

pany
expects

to
negotiate

settle

m
ents

w
ith

EPA
in

all
cases.

Prelim
inary

esti

m
ates

indicate
that

total
costs

w
ill

not
result

in
any

m
aterial

liability
to

the
C

om
pany.

A
s

part
of

its
continuing

review
of

all

pesticides,
the

EPA
has

issued
“R

ebuttable

P
resum

ption
A

gainst
R

e-registration”
notice

against
three

w
ood

preservatives
used

or

produced
by

K
oppers—

creosote,
p
en

tach
lo

rophenol
and

arsenicals.
T

he
review

p
ro

c

ess,
w

hich
w

as
begun

in
1978,

m
ay

be
co

m

pleted
during

1983.
W

hile
the

EPA
has

tentatively
concluded

that
these

w
ood

preservatives
should

be

reregistered,
the

conditions
and

use
restric

tions
of

the
reregistration

have
not

yet
been

settled.
It

is
expected

that
the

final
conditions

of
reregistration

w
ill

im
pose

additional
cost

on
the

m
anufacturers

and
users

of
these

preservatives.
K

oppers
believes,

how
ever,

that
the

costs
asso

ciated
w

ith
im

plem
enting

the
final

EPA
regulations

w
ill

not
be

su
b
stan

tial.
T

hus
the

m
arket

im
pact

on
th

ese
p
ro

d

ucts
w

ill
be

sm
all

and
w

ill
not

have
a

m
ate

rial
effect

on
the

C
om

pany’s
earnings.

T
he

follow
ing

ex
h
ib

its
are

included
as

a

p
art

of
th

e
1982

F
orm

10-K
R

ep
o
rt

as

req
u
ired

by
Item

601
o
f

R
egulation

S-K
.

S
h
areh

o
ld

ers
m

ay
o
b
tain

co
p
ies

of
th

e

exhIbits
n
o
t

p
resen

ted
h
ere

upon
w

ritten

req
u
est

to:
S

ecretary
,

K
o
p
p
ers

C
o
m

pany,
Inc.,

K
o
p
p
ers

B
uilding,

P
ittsb

u
rg

h
,

P
a.

15219.

E
xhibit

A
—

3. 1
K

oppers
C

ertificate
of

Incor

poration,
as

am
ended,

and
the

C
ertificate

of

R
esolution,

dated
D

ecem
ber

16,
1980,

se
t

ting
forth

certain
term

s
of

K
oppers

$10
c
o
n

vertible
preference

stock,
filed

as
exhibits

4.1
and

4.2
to

K
oppers

R
egistration

S
tate

m
ent

N
o.

2-70174
and

incorporated
herein

by
this

reference.

E
xhibit

B
—

3.2
K

oppers
B

y-L
aw

s
as

am
ended

to
A

pril
26,

1982,
filed

as
exhibit

3.1
to

K
oppers

Form
10-0

for
the

quarter

ended
M

arch
31,

1982
and

incorporated

herein
by

this
reference.

E
xhibit

C
—

i0.1
K

oppers
D

eferred
C

o
m

p
en

sation
U

nit
Plan,

filed
as

E
xhibit

10.2
to

K
oppers

A
nnual

R
eport

and
Form

10-K
for

the
year

ended
D

ecem
ber

31,1981
and

incorporated
herein

by
this

reference.

E
xhibit

D
—

10.2
K

oppers
D

eferred
C

o
m

p
en

sation
Plan

for
D

irectors,
filed

as
E

xhibit
10.3

to
K

oppers
A

nnual
R

eport
and

Form
10-K

for
the

year
ended

D
ecem

ber
31,

1981
and

incorporated
herein

by
this

reference.

E
xhibit

E
—

10.3
A

greem
ent

dated
A

pril
26,

1982
betw

een
K

oppers
and

F
letcher

L.

B
yrom

for
consulting

services,
filed

as

exhibit
10.1

to
K

oppers
Form

10-0
for

the

quarter
ended

June
30,

1982
and

in
co

rp
o

rated
herein

by
this

reference.

E
xhibit

F
—

22.i
K

oppers
has

the
su

b
sid

i

aries
listed

below
w

hose
accounts

are

included
in

its
consolidated

financial
state

m
ents.

T
he

C
om

pany
also

has
44

other
su

b

sidiaries,
w

hich
are

not
nam

ed
here

b
ecau

se

all
of

them
,

considered
in

the
aggregate

as
a

single
subsidiary,

w
ould

not
constitute

a
sig

nificant
subsidiary.

S
ubsidiary

an
d

Ju
risd

ictio
n

of
In

co
rp

o
ratio

n
B

roderick
and

G
ibbons,

Inc—
C

olorado

C
herokee

C
rushed

S
tone,

Inc.—
D

elaw
are

E
astern

R
ock

P
roducts,

lnc.—
N

ew
Y

ork

E
chols

B
rothers,

lnc.—
D

elaw
are

E
nvironm

ental
E

lem
ents

C
orporation—

D
elaw

are
E

rie
S

and
and

G
ravel

C
om

pany—
P

ennsylvania
E

rie
S

and
S

team
ship

C
o.—

D
elaw

are

O
ntario-L

ake
E

rie
S

and
L

td.—
C

anada

Fairfield
B

ridge
C

om
pany,

Inc.—
D

elaw
are

T
he

G
eneral

C
rushed

S
tone

C
om

pany—

D
elaw

are
C

hester
C

arriers,
Inc.—

D
elaw

are

E
aston

M
ack

T
ruck

S
ales,

Inc.—
P

ennsylvania
T

he
S

tone
M

an,
Inc.—

D
elaw

are

Sim
J.

H
arris

C
om

pany—
D

elaw
are

H
onolulu

W
ood

T
reating

C
o.,

L
td.—

H
aw

aii

Ivy
C

orporation—
D

elaw
are

D
avidson

M
ineral

P
roperties,

Inc.—
D

elaw
are

G
ainesville

S
tone

C
om

pany,
Incorporated—

G
eorgia

M
eadow

S
teel

P
roducts,

Inc—
D

elaw
are

N
orth

G
eorgia

C
rushed

S
tone

C
orporation—

G
eorgia

K
aiser

S
and

and
G

ravel
C

om
pany—

D
elaw

are

T
he

K
entucky

S
tone

C
om

pany—
K

entucky

K
oppers

E
ngineered

P
roducts

Lim
ited-.--

O
ntario,

C
anada

K
oppers

International
C

anada
L

td—
C

anada

L
ycom

ing
Silica

S
and

C
om

pany—

Pennsylvania
T

he
M

cM
ichael

C
om

pany—
D

elaw
are

M
cM

ichael
A

sphalt
S

ales
C

o—
O

klahom
a

M
cM

ichael
C

oncrete
C

o—
O

klahom
a

T
ulsa

C
oncrete

C
o.—

O
klahom

a

T
ulsa

Paving
C

o.—
O

klahom
a

T
ulsa

R
ock

C
o—

O
klahom

a

Parr,
Inc.—

D
elaw

are
Sterling

Paving
C

o.—
C

olorado

Sterling
S

and
&

G
ravel

C
o.—

C
olorado

Sterling
S

and
&

G
ravel

C
o.

of

W
yom

ing—
W

yom
ing

Sully-M
iller

C
ontracting

C
om

pany—

C
alifornia
P&

K
M

aterials,
lnc.—

C
alifornia

S
outh

C
oast

A
sphalt

P
roducts

C
o.—

C
alifornia

S
outhern

Pacific
M

illing
C

o.—
C

alifornia
S

usquehanna
Q

uarry
C

o.—
P

ennsylvania

N
ello

L.
T

eer
C

o.—
D

elaw
are

C
entral

E
ngineering

and
C

ontracting

C
orporation—

N
orth

C
arolina

R
om

eo
G

uest
A

ssociates,
lnc.—

N
orth

C
arolina

N
ello

L.
T

eer
International,

lnc.—
D

elaw
are

W
ebster

C
ounty

C
oal

C
om

pany—
N

orth
C

arolina
T

hiem
C

orporation—
D

elaw
are

U
.S.

P
lastic

and
C

hem
ical

C
orporation—

D
elaw

are
W

estern
Paving

C
onstruction

C
o.—

C
olorado
M

id-K
ansas

C
onstruction

C
om

pany,
Inc.—

K
ansas

E
xhibit

G
—

24.1
C

onsent
of

A
rthur

Y
oung

&

C
om

pany,
C

ertified
Public

A
ccountants,

to

the
incorporation

by
reference

in
the

R
eg

is

tration
S

tatem
ent

(Form
S-8

#
2
-6

5
7
5
3
)

and

the
related

P
rospectus

pertaining
to

K
oppers

S
avings

and
Profit

S
haring

Plan
of

their

report
dated

January
21,

1983
included

in

the
Form

10-K
.
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N
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A
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B
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C
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C
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B
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E
nd

M
arkets

E
nergy

Fuel
N

ew
O

rders
R

aw
M

aterials
S

easonal
F
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F
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inform
ation
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the
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they
relate
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K
oppers

operating
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consult
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follow

ing:

E
ngineered

M
etal

P
roducts

E
ngineering

and
C

onstruction
F

orest
P

roducts
O

rganic
M

aterials
R

oad
M

aterials

A
.

A
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A
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M
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A
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R
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B

.
B

alance
S

h
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D
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C
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C
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E
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C
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ash
Flow

C
eram
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C
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F
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C
oal

G
asification

C
oal

P
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m
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D
ividend

D
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E
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M
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E
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M
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P
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C
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E
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R
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O
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C
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Foreign
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P
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G
.

G
enetic

E
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e
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B
usiness

S
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ents
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E
ffects

Investm
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B
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S
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L
L
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R
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m
ploym

ent)

L
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M
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L
etter
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S
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M
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M
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A
ssets

N
.

N
otes
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S
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ents

0
.

O
fficers

O
perating

R
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O
rganic

M
aterials

P.
P
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L
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P
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P
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C
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P
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inform

ation
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escription
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B
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0
.

Q
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D
ata

R
.

R
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R
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C
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m
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R
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T
otal
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R
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M
aterials

R
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S.
S

afety
46

S
ales
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22-23

S
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B

usiness
G
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22-23,
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S
hareholder

Inform
ation

D
ividend

R
einvestm

ent
Plan

8

D
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E
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Price
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C
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m
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S
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S
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S
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O
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S
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F
unds

8
S

tatem
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O
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S

tock
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F
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T
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H
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40
T

ransfer
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S
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n
a
tu
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R
e
q
u
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d
fo

r
F

o
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1
0
-K

-

P
ursuant
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requirem
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of
Section
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or

15(d)
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the
Securities

E
xchange

A
ct

o
f

1934,
K

oppers
has

duly
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this
Form

10-K
to

be
signed
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its

behalf
by

the

undersigned,
thereunto

duly
authorized,

on
February

15,
1983.

K
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