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EATON CORPORATION

CAPITAL STRUCTURE Times
LONG I‘ER.M.I DEBT - & Chatqn ges Eamd
ting Lstan: 1
EumM:.Co deb. 4348, 1988 . ........... A2 (2184,192,
Z Deb. 6 (formerly P RO a2 (215,087,000
3, Ti=h T &0a Az 28,600,008
4. g$ ?Tés, AZ 55,500.000
& Dbt o 2011 a2 Eﬁ;%ﬁ 3.40
7. Conv. suh. e /s, 2008 . A3 75,000,000 '
5 S B e
3 - 3 a.f. 3 & 1,
. dueg—um Int"l Finance, . 332 . = S&g
1. Other subs. dabi. . @?’%‘m
CAPFITAL STOCE Amount Earned per Sh.
Chﬁ!l 666 sha, i $7.50
32,020,359 shs, (83,66 (Ed82.54 080 LiZ ... 8544 zm 354 2%
text, [:IBased ‘on avg. shs. as reported by Co. on continuing oper. et of dncouﬁl. oi $101,700,000. [{IExcluding current
@ursun ﬁﬁa 31, 1981, Current amuun% outstanding are i:ﬁuded in other subs, debt. ugd Apr., 1983,

"ORY
Incorporated in Oi:uu.
'I'he T?rhez?un J.i_\xle o, to fea
ness of & New Jers tio|
e one = ey cngu n ca e

En 28, ms,
the bus:-

en Gear formed in 1911,
In May, 1923, acquired for cash from the re-
ceiver of a iocal corporation the business and
roperties of The Eaton Axle Co. which had
Eem__ suuzed in 1920 and of Perfection
ring whose business dated back to
ut 1906. As a result of these!ﬁ a.cm.:i?mtiggg,
com; changed its on Ma, s
to e Eaton A.xle & gprmg Ca’: changed
name to Eaton Manufacturing Co. in Mar. 16,
1@32‘ name nnged ta Eaton Yale & Towne
c.i "Dec. 1, 1965. Present name adopted Apr.

On Aug. l. 1923, acquired for cash the pat-
ents, will and I‘.ta%.amarks o'i- Cox Beroth-

ufacturing
As of Nov. lcﬁ. 1923, ﬁrgmzed ed“himnéi
sﬂm\i OTP., W acqu t any

business of e American Aut.o"PM‘::E‘a (=

of American S Poundna) and
into which subsequently was merged
gy‘s spagg operations, in July é?%ﬁ ég

pring acq operty

S| r%l 1931, Spring su i d:.s-
its properties ware trmafmd to

COMmpany.

In June, 1928, acquired for 20,000 shares of
common stock the assets and business of The
Easy-On Cap Comm , manufacturers of gas
u'ik?ebmm 1930. asquired all outstandi

o E A &!‘ all putafencdsr
stock of Pet:rysnn Spring Co. for a cm-;:dur';:
don of 16,650 shares of common.

A.!suln 1930, offered to lcqmrenﬂtlesst.han

000 shares of Class “B" stock of Wilcox-
Rxch Corp. on the basis of 85/100ths of one
share of common for each share of Wilcox-
Rich Class “B” and subsequently acquired a
controlling interest,

In March, 1931, acquired the assets of The
Reliance Manufadturing Co. {maker of screw
and washer assemmblies, hose fasteners, cold-
drawn steel wire and other products) for con-
sideration of 100,000 shares of common.

In January 1932 Erh-]o‘x;:e Foundry Co.,
which was 509 ilcox-Rich Corp.
{2 subsidiary o? nzxpany) acquired all the
assets, except cash and receivables, of Holley
Eennanent Machine, Inc., and subsunn
:t.-.ﬂval.zl:emmpe mnstcthe.em‘.

n of cone-Ri
common stock holdi

lat
Yoyee F°“"d'yedaoza°§fzrbrou v Co.

cha_e wa.szg 1937, company acquired ;E =
‘property and business of The t:mErb
Exund;y Co. Eor a cansideration of 21,750
o edybcalngz;l.’SOthw ich_ thn
campan: recew ac] shares as a
atcu:gﬁ l‘:i&r in the subzequent disaciution of
this subs
InS anber 1933, joined with Detroit Met-
n Sept 0

s in Ecb-

al Speaalty g Eaton-
Metai Co. in wi:ﬁ:h company acquired all af
the pr:.‘.erred. and 5%-],0! p

the common. In
1937, acquired the husuus: and assets of
g;n-betrmt Metal Co., for a consideration of
I!! Jutl E. 19::. uired the pet assets and
Detroit Motor Valve Co. for a
comde::non of $3.875 plus 15,500 shares
compa.ny stock and assumptién of liabilities,
October 31, 1936, company acquired
all_ the pr
ilcox-Ric

erty and assets of its subsidiary, E
281,281 shares of cammon stock

for a consideration o
f w

company received back 279,675 shares the
major stockholder when Wilcox-Rich .
vnbsn ﬁmlved on Novembét :EIQJG.L .

ar. 946 acqu.r Bgl
matic Corp. at Kenosha, W sw\. v .

31,1953, and now

erated as a divuwn
In 1934 acqui

‘entire common_stock of
erch Lakawanna, N.Y, (subse-
qu&: v diasolved).

Mar. 30, 1956, acquired Automotive
Gear Works, Inc. (Ind.) m%m:h:.n-e for 48,102
common shares. On . 31, 1956 2saets trans-
ferred to parent and company hquaanteﬂ

I-folley Casburetor Co, A\?‘V the same uga; i aly

Qn Jul; Jl. 1938, acquired Fuller Manufac-
turing producer of heavy-duty truck
transrrusmons. subsidiary Shuler Axle Co. and

duvnsmn U in _excl e for
r Trans 7,
Unit Drap Porge and Shuler Axie are now op-
erated as divisions,

On Jan. 31, 1959, acquired Cleveland Worm
Gear Co., producer of worm gears Warm
gear speed reducers, in exchange for 81,670
common shares (now operated as d;wsxons).

On Nov. L1, 1959, Eaton Automotive Prod-
ucts Ltd, zcquired William Howe Industries,
Litd. of Ontario (now dissolved),

On . 30, 1960 acquired Dearborn Ma-

. Inc., Madicon Heights, Mich for
approx. §1,000,000 cash. ed as Eaton
Marine Division until Feb. 1969, the

In 1961 formed Eaton E]'Eg L .A., Ar-

rine E

gﬂé Al e ’ubﬁ%‘? ed T0%9% of Eaton Li
n Apr. acquir of Eaton Li-
via, SppA Turin, I g . Interest increased to

100%, Sept. 13, {568,

On June 1, 1964, acquired Dill Manufactur-
ing Ceo. pmdu.cefr tire valves, pressure
gauges and related products (pooling of inter-
5521 in exchan.;e lor 200.000 shares (now oper-
ated &3 a di

In June !961 a{.?mred 33v4% interest in
Eator Axies Ltd. arrington, Eng., distribu-
tor of truck axles, An additional 33147, was
a.cqmzed in 1962, and an additional 8149, was

uired in 1972,
Feh. 28, 1963, acquired assets of Dole
Vaive Co. in exchange for 425,000 common
shares and assumption of Dole’s Liabilities,

(now o ralsd as a division).

. 1963 acquired Yale & Towne
Ma.rmfactu Co. and merged it into newly
formed wholly-owned subsidiary, Yale &

Towne, Inc, (merged inte company on Jan. 1,
1966) by of 1,715,030 <o

In 976 acqmred mo% ingerest in A.B. Fas
I.a.afabnk. 3 facturer of Becuri-

v locks,

In L$77, increased investment in Productos
Eaton Livia, S.A from 31% to 80% and in
Eaton S.A. Spain from 19; A% 1 dodsernd

In Feb. 1978, Kenway Inc., Bountiful, Ueﬁ,_
was merged inta Co. through transaction ifi=
volving cash and conversion of Kenway shs.
into Co. com. shs.

On Apr. 14, 1978, Co. and Samuel Moore &
Co. entered into 2 definitive merger agres-
ment, which stated that Samuel Moore share-
holders would receive $20 cash per share.
agreement was approved by Directors of
cos. and was app by Samuel Moo
sharcholders on Aug. 15, 1978, at which daté
merger became effective. On Apr. 17, 1978, Co. .
commenced an offer to purchase any and all
outstanding shares of Samuel Moore at s
price of $20 cash per sh. net to the selier. As s
result of that offer, which expired on Apr, 27
1978, plus previcus purchases of 549,470
Co. hed acquired approx. 209% of the @
standing shares of Samuel Moore prios fo
effective date of the merger. Total
pnce oI Samuel Maore pursuanc to these

as $68,020.000 -

On]‘uly 17, 197! Co. offered to purchase for
any and all outstan shares of com-
mon and preferred stoclk of Cutler-
Inc. at a cash price of 858 net per share. Ass
result of such offer, w expired on Aug. 7,
1978, Cu pnrahued approx 1,970,000 shs, of [

utler-Hammer., Cutler- E

ept offer. Co. previo
approx. 32% (2.119,000 sha.} nf

ing shares of Cutler-Hammer
SNBDWOOOonJune 12, 1978, Inaddllkn.
entered into a initive Reo

exchange

shares and 517,677 4%% cumulative convert-
ible preferred shares,
ac uu'ed Automated Handlucxg i{s
tems, Inc. and Timber;
chines Ltd., Woo&nock tarioc,
4-wheeled pneuma.Uc tlred timber haulers,
now operated as divisions.

r, 3L, 1968 merged Fawick Corp..
Mich, for 1,309,181 common shares.

Also i in 1268, acquired

Ca.; 32g 4 El

ctirolesnia ¥ Padana S.8. L., It-

On Jan. 31, 1969, merged Tinnerman Prod-
ucts, Inc. by exchmge of 774,200 new $2.30
gserial preferred shares for Tmnmna.n com-
mon on a share-for-share bam

Cn Cct. 31, 1969, acquired McQuay-Norris
Manufacturing Co. axehmme for about
578,432 comrnon sharss or basis of 0.8 compa.
ny common share for each McQuay-Norris

share,

On Dec. 31, 1969, acquired asasts of Troy
Tool Products Co., Ine., Pinebrook, N.J., pro-
ducer of micro-miniature connectors for elec-
tronice and communications industries.

On Dec. 31, 1970 amued Chl-t-Lynn Co.
for 749,990 common S
draulic motors for agriculture and mdustnll
equipment.

Alan on Plec. 11, 1970 acquired Cermaine
Corp. for 50,300 common shares.

Ir;j!ay 1972 sold crane and monerail prod-
ul:t s,

n Ju 19, 1972, uired The Holzer
Group. Nf" rsb‘.lr:. “%n
On Nov. 29, 1972. a 70?5 interest in

uired
Fundg.-nes % France; an add.i
uoa!wsnl 10%% in 19?:! “and the remaining 209, in
Alm in 1972 acqu:red 50%, interest in Posi-
tos Electromechanicos S.A.,
e i Brach (aolddy.

In Jan. I913 acquired assets of Transport
Equipment L Bmptuke %
so in Jan. 97 3, acqm interest in

NovaWer e S.p.A, s
m 1977,

e Wl 1o

Manufactun Co,
undiscliosed :gms.

Italy and the re-

assets of McQuay-Norris
to SKF Induauus? Ine, for

peri
u! -starkholder’s opton. Th

pree with Cutler-Hammer purs
which a_wholly-owned subsidiary of
merged inte Cutler-Hammer and each
Hammer share not purchased by Co. g
ant to tlu offe r wWas con into the
receive from Co. either $38 in cash or, af
stockcholder’s ::Ea on, one or more 7% %
ordinated ent notes of Eaton In eq

amount, payable in maturities over &
of either 5, 8, (2 or 15 years st .
& merger wWas sa-
mvad by Cutler-FHammer's atockhol

"y 14, 1978, and became effective lll- 2-

87

Eifective Dec. 31, 1978 Co. sold to Scovil
Manufacturing Co, ‘worldwide security
products business io a.n _aggregate price of

oximately $56 million in cash.
.&E;fe.cﬁvc eb. 1, 1979, Co. ncquuedlm
Asgnc on e

iciates, Inc. for commpn sharez.
In Oct, 1979 sold to a whaoll: awu#
ary of Faun-Werke, Nuermgerl. ]
many, its construction eq

hl-ll REggregate price of upprommnﬂv

Effccﬂve Oct. 8, 1979, Co. acquired;

Ing, £
Eduryw

TInDec 1979 sohit.he
‘exas Car r Inc,

mrn Sup:;i;fao sold the%gvel::ddi
Indus drives operations to a sy
of Vesper Corp. The amount, was

Also in Sept. 1980, acquired Nove Amea-s
aes. Inc. in - ?m-tu.m
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i@ 1983, sold Cllmate Cantrol Division.
1oty b Bl 8

: , oisting uipment Di-
nd Industrial Truck pe?a!ionm '
pril 1984, u:gtillred the Bunker Ramo
Systemas Division irom Allied Corp.

IARIES
As of Dec. 31, 1983, Co. had the following
baidiaries, wholly-owned unless otherwise

aups!
sul
indicated:

Consolidated Subsidiariss
Eaton-Optimetrix, Ine. (Calif.)
Cutler-Hammer World Trade, Inc. (Del.)

Ithngmamouaék Incer mlra:éd (Detg
tler-Hammer art es Corp. 1.

Ymumsq:ti:‘oﬂ(og; Corp. (D lp) B
aterials Handling Corp. el.) (§

i Consulting Services C?rp. (Ohiélg%)
way, lnc. (Ohio)

The Yale & Towne Co. (Ohio)
jack Inc, (Ohio)
ay H ing Systems, Inc. (Utah)

Lirnited
Europe S.A. (Belgium)

38.07 .
N’SV. gt;ur-ﬁammer S.A. (Belgium)
n Yale Ltd. (Canada)
er Road Enterprises, Ltd. (Canada)
er-Hammer Centroamericana,
d osta Rica) (97.789%)
e (g"(?f:i) } (99.9177%)
EEat A ¥ ;)
T Sp.A (Italy) (993;:,)( 00,987
Eaton A, dlaly) (99.9997%,)
ton Components S.p.A, (Italy)
ton Nova S.p.A. &Itﬂ.ﬁy)
tler-Hammer I[taliana S.p.A. (Italy)

99.95%)
Eaton Ja Co., Ltd. (Japan}
er-Hammer Anstajt (Liechtenstein)

ondura, S.A. de C.V.
pacon, 5.A. de C.V. (Mexico)
utler-Hammer Mexicana, S5.A. (Mexico)

. )
ton Finance N.V. (Netherlands Antilles)
ter-Hammer New Zealand Limited
fﬂm Zeatand) R o S
tleveHammer Nigeria, Limited (Nigeria)

19)
:r-Ha.mmer South Africa Limited
;P)mpriemry)

Africa)
aton Truck Components
ted (South Africa.gqums
Hammer Babelegi (gmpﬁmry)
South Africa) . A
L r Igranic Properties (Propri-
AR Wit (Empanger (Propristacy)
are (Empangeni prietary
Lhtited(SwthAl:!tcz)
s

(
£
on S.A_ Spa.inl)_i(s_n.ld%} .
uctos Eaton Livia S.A, (Spain) (49%)
gar-Hnmmer Espanola, S.A. LSP&

ArY)
er-Hammer Svenska Aktiebolag (Swe-

den)
ton Limited (U.K,)
trois Limited (U.K.)
Limited (U.K.)
99.85%)
W, Germa
er Deutschland G.m.b.H. (W.

.H.(W.Germ_my}__ )
r-Hammer (Zambia)- Limited (Zam-

. Properties (Private) Limited (Zim-
RS (Private) (

e ey Tary | uity Basis
Limited (India) (33%%)

ba S.p.A. (Italy) (27%)
r§m£ & f2nash (o7

. Systems Co. Limited (Ja-
Baton Hydraulics Co. Ltd. (Japan)
ore Cor , Ltd, (Japan) (507)
jLec ; ﬂm’:ner St‘g ﬂlEld ('fvta-

Minufacturers, S.A. de C.V. (Mexico)

2, S.A. de C.V. (Mexico) (25%)
Cnuw-Hamnget—, Inc? ((Pﬁ’lippines)

Elt:t-Hn.mmer Pte. Ltd. (Sings-
] Vi la) (4

& Har n-f!*‘.ﬂv)at(eﬁf?mxted (Zimba-
d Subsidiaries Carried on the Equi-

- and markets a

::;:y would not conatitute a sisnificant subsid-
Inlﬁlnteml held by Cutler-Hammer World !l'nde
€.
mn-at held by Eaton-Kenway, Inc.

aining interest held by Eaton B.V.
[A]Remaining interest held by Eaton S.p.A.
EST5p.A.

(s [Remaining interest held by Eaton
{TJlnterest held by Eaton S.p.A.
[8]Interest held by Eaton Components S.p.A.
[Filnterest held by Cutler-Hammer Europa Lid.
nierest held by Eaton Ltd.

emaining interest held by Cutler-Hammer
South Africa Lid.
Lté@kﬂﬂ:ﬂ held by Cutler-Hammer South Africa

dditional 49.29% held by Eaton Corp,
dAdditional 1%, held by Eaton S.A,
ERemaining interest hqﬂ by Yale & Towne Co.
1€l nterest held by Eaton G.m.b.H. .
([Remaining interest held by Yale C.m,b.H.
[Elinterest held by Cutler-Hammer Anstalt
¢ l?%:':t by Kacee-Ware (Empangeni)
211
dditional 39.259% held by Cutler-Hammer
South Africa Lid,
Zflaterest held by Eaton Corp,
nterest held by Eaton Credit Corp.

BUSINESS AND PRODUCTS

Company designs, engineers, manufactures
d 1 t broad variety of products,
principally in the United States, Canada, and
countries in Europe and Latin America, in the
following categories: Electronic & Electrical
and Vehicle Components. s

Elecwronic_and Electricat—~Automation Sys-
terns and Equit i ductor wafer
fabrication and test equipment; hoisting
equipment; electronic test instrumentation;
electrical adjustable speed drives; automatet
materizl handling systems and clectromechan-

‘ieal/electronic contral systems.

. Capital Goods Components—elcctrome-
chanical and electronic control devices and as-

semblies: sensors and human interface devie- .
es; programmable controllers; switches, re- mg

lays, counters, polymer hose, hydraulic mo-
tors, clutches, brakes and fasteners.

Consumer Coods ponents—electrome-
chanical and electronic applicance controls;
low-voltage wer distribution equipment;
switches and fasteners.

Aerospace and Defense Systems—avionics
and defen
measures; air traffic/vessel traffic control sys-
tems; radar systems and aerocspace power
controls.

The principal markets for. these products
are provided by industrial and government
customers, Distribution is accomplished di-
rectly by Eaton or indirectly through distribu-
tors and manufacturers’ representatives.

Vehicle Companents—Truck Components—
mechanical transmissions, drive and trailer
axles, brakes. locking differentials, e
valves, hydraulic valve liftees, tire valves, leaf
springs, viscous fan drives, power steering
pumps, thermostats, air conditioning equip-
ment, couplings, hose and tubing for the over-
the-road truck industry. . =

Passenger Car Components—engine valves,
hydraulic valve lifters, leaf springs, emission
control valves, viscous fan drives, s con-
trols, tire valves, thermostats, fasteners, auto-
mati dtesppentu__te controls, heaters and air
conditioning equipment.

{-Highway Vehicle Components—me-
chanical and hydr ic tr ns; forg-
ings, drive axles, brakes, engine valves, hy-
draulic valve lifters, hydrau i¢ motors, cou-
plings, hose and tubing. B

The arinci&ml market for these products is
that provided by the original equipment man-
ufacturers of trucks., passenger cars and ofi-
highway vehicles. Most of :
these products are made directly from Eaton's
plants to such manufacturers. ’

Net Sates By Line of Business (in millions of
dollars):

1983 1982 1981

Elegerical and
Electronic ..... 1,449 1,043 1,415
Yo nts ... 1,245 1,129 1,442
Intersegment Sales {20) {3} (15)
NetSales ..... 2.674 2,453 2,842

Income By Lineg of Business (before income
4 d. credit in millions of dollars):

taxes & extraovrd. C oy g b
Electrical and
Electronic

..... 51 32 a9
Vemcﬂ:lpoﬂmts 152 56 173
Total
m“.‘ ........ 203 a8 262
G“E'ﬂmm& (13 . 7 1
sty "
Pro it Caoe a9 (8 ...

electronics: electronic counter-

aton’s sales of

Write-off of inv. in
Mexican

(12)
(48)
s

(10)

L6 (123) 214

PRINCIPAL PLANTS & PROPERTIES

Company operates manufacturing plants,
warehouses, research facilities and offices in
140 locations in six contlinents.

Company's principal rescarch and develog-
ment facility is located in Southfield. suburk
of I:_lelmu. Mich. Other important research fa-~
cilities are located near Cleveland, O, and in
Milwaukes, Wisc, and Turin, Ilaly. In addi-
tion certain Co. divisions and subsidiaries con-
duct research in their awn facilities,

LETTER TO STOCKHOLDERS

Faliowing i» a l=tter to stockhoiders of E.M, de
rman of the Bourd and Chief Executive
Officer and J.R. Stover, President and Chisf Oper-
sling Officer of Euton Corp. &s it appeared In
Co's. 1983 Annual Aeport:

To Qur Shareholdara

For three years we have considered it our
obligation to pive to these letters 2 sober and
very restrained tone. It is a great pleasure
now to be able to write to you in a different
vein. isely because we have bgen forth-
right about the bad news, we [eel free to be
equally candid when the news is go

Your company's performance in 1983 has
exceeded our expectations, and we view the
prospects for 1984 with optimism. Eaton's
shareholders have been paticnt and confident
throug'h 2 prolonged and difficult recession.
Your faith in the company is now confirmed
and is, we believe, in the process of being re-
warded.
A year age we announced to you a sweep-
restructuring of the company, designed to
maximize profits when the recovery came and
to etisure the company’s health, eyen should
the recession continue. In this letter we will
Teport to ‘gou in detail gn Eaton's Eerfm-m—
ance on those undertakings, as well as the
more conventional measurements of the com-
pany's 1983 performance. Pleased as we are
with the 1983 numbers, we nonetheless believe
at the most significant accomplishment of
the year lies in the implementation of the
pledges made to you as its nring. .

First, the conventional measurgments:
fueled in

rt by a 9% increase in . our

1983 earnings performance was a matic
turnaround, The highlights on the previous
e and the chart at the left provide the de-

1983 results were affected by two unusual
items, which reflect the company’s continui

uing
ne determination to reshape itself, First, $16.8

million was provided for the phase-out or re-
location of several uncompetitive operations,

, responding to the persistent difficulty
of putting an appropriate value on our equity
in our associate compa!;{ in Mexico, the com-
pany decided to write off its remaining invest-
ment there of $11.5 million. These charges
were offset to some extent by an unususlly
l%\g‘ rate which is unlikely to be repeated in
1

The improvement in Eaton's 1983 perform-
ance reflects two factors: streng markets and
the benefits of the extensive restructuring of
the company which took place during
year. First a discussion of our markets.

Eaton's Vehicle Components segment per-
formed strongly in 1983, Although Narth
American heavy-duty truck production
reached only 88,000 units, just 5% above the
very depressed 1982 levels, truck production
in the final quarter of last year reached an an-
nualized rate of 125,000 units. and we expect
1984 factory sales of 140,000 units. Although
only two-thirds of the peak in 1979, that sales
level will nonetheless permit very profitable
operations in our truck componunts business.

1.8, retail automobile sales were also buoy-
ant, rising 15% in 1983 ro 9.2 million units. We
anticipate sales in 1984 will rise another 10 to
1547, As a major su;:rher ta U.S. manuiactur-
ers, Eaton welcomed the decision of the Ad-
ministration to limit the import of Japanese
vehicles in the year beginning April 1, 1984 to
1.85 million units. We continue to believe,
however, that the p | for Jap and
European ;iex(rat_l.on of the U.S. market is
much larger than its current 269, level. and
that the restructuring.of the global automobile
industry is ccmum.dg. wm its ultimate shape
still to be determined. Whatever the ultimate
structure turns out to be, Eaton, with its U.S.,
European, Japanese and Latin American pro-
duction facilities, intends to be a significant
participant,

The majority of capital goods markets
served by Eaton tend to lag recovery, and
most of our capital ggods businesses in the
Electronic Electrical segment reflected
that pattern through much of 1983. Amon: tl.
exceptions was semiconductor indii-tiy
where capital spending accelerated thirinh
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out the year. As a result, F.atoa 's Semiconduc-
tor Equipment O a.t.wm e.mogd a 45% m—
crease sales in w and a growing backlog
orders at year's md We expect that earmngs
from Eaton's capitel goods businesaes will im-
prove significantly in (984,

Throughout the year, Eaton’s defense elec-
tronice business continued strong. Ta date. ws
have been awarded $1. f6 tltl:ng?rﬂﬂ“ d.ei’en-
sive avionics systemnn _for 1B strategic

mber. We take considerable pride in the fact
that work on this contract is proceeding on
schedule and within cost estimates.

Now we would like to turn to the perform-
ance of the company on the pledges made to
you in connection with the coatly restructur-
ing begun in early 1983, The goals we an-
nounced at that time fell into two broad cate-
gories: first, the operational imperstives nec-
essary to ensure the long-term health of our
company and, second, the financial results we
ex to flow from those actions.

mad on these pages is a chart which
identifies in parallel columns what we under-
took to do, and what has been done in the
course of the year,

‘The high cost of these actions is now hehind
us, and benefits are beginning to show up
in significantly lower costs and er earn-

“qﬁzfthough the ultimate proof of the wisdom
of those moves will be the nompa:ws per-

formance over time, we w ied o see
that our shareholders mm'im investment

mty & lly approved aof these
smping measures. Nothing is so transitory

as the stock market, and 1983 was, without
question, a bull market. Nunezheless. the ap-
preciation during the year in the value of Ea-
ton common

to convey the explo-
ﬁve change wh.ichhasbem l::ynsplacgm

ton. The reshaping of Eaton is pr g
s:.muluneous on two fronts;

& h of tﬁhalss busmmaes ml; are
no c ke wi e com) s -term
vision of itself, and the purc Yof new busi-

s%whu; :::mm tion of suod
our core
businesses in those facilities which can most
eiﬁcxeaﬂy meet the severe d'l:l'lmge of global

petition.

1983 wWas an active year in both those areas,
a:r tx lists which appear on this page demon-
stral

We believe it fs zxiomatic that Eaton’s fu-
t.ure is on the continued growth of

ogical abahtus Thus, even during a
dif cult recesaion in w! which sverv gwnsnditure
was ques 3 most were cut—Eaton
continued to invest

significantly
and development (chart at hf.}.
pm.ga es following this letter, we l.'];‘agve attem
th words and pictures to give
ter of thing scope an; dlrecuan

in rescan:h
t.he

¢an
of Eaton’s investment echnological superi-
orit
Titical to Eaton’s strategy is a strong bal-
ance sheet. It has allowed us to al the
write-offs inherent in the actions discussed
above. It ensures the capital needs of our ex-
isting businesses. It provides the resources to
acquire the new esses which are such a
sigmificant part of anns future. Over the
course of 1983 Eaton:
. continued to emph.ume better asset
tumcwer. thus ucing working capital re-
guirsments by 8250 md.m Snes phs e of

and extended the matu-
rity o[ debt by issuing $75 million in convert-

INCOME ACCOUNTS

COMPARATIVE CONSOLIDATED INCOME ACCOUNT, YEARS ENDED DEC. 31
(Trken from reporis filed with Securities Exchange Commission)

ible debentures with an interest rate of 814%,.
and redeemed $13 million of debentures for
common shares;

...accurmulated marketable securities
$355 million which, if used to reduce debt,
would leave a debt-to-capital ratio of 8%%.

Nothing would be more unjust and insensi-
tive than to and this pecital .-.f acmmpﬁm:
without giving credit where it is due, At this
writing, there are 41,000 employees in Eatan
There is not one of them who has not contrib-

uted to the c ny's t d, and what
we are describing in this letter is nothmg more
than the cumulative effect of those individual
efiorts. We are extremely proud of our col-
leagues,

There is also still a-very strong sense of dis-
tress concerning the 22,000 Eaton employses
who are no longer with the company. This
loss was by far the most wrenching snd pain-
ful part of the reshaping of Eaton, It was nec-
essary, but it will be a long time hefore the
memory of its fades.

Ta sum up, Eaton has emerged from the
recaszon than it entered it. Like sv-

one, we are concerned with the everhang
of iederaz debt and the unplessant specter that
it places over interest rates. But we think it
would be quite misleading wrong to end
this letter on an unsteady note. The SUTZETY
conducted an your company has been an un-
tmalli' ed success. Our operations are at an all-

peak of ;fﬁnency, our techmology is o)

he-lthy and being nurtured generously, our
markets are good and getting better, and ocur
financial strength has never greater.

We have no illusions that Eaton's future
will be free of blems and cha es, In-
deed, we know ere will be more than enough
of bath in this ever-changing and fiercely com-
petitive global economy. But we view the re-
mainder of this decade with high expectations
and confidence.

D, de Windte
rman and Chief Executive Officer
E_.R. Stover
resident and Chief Operating Officer
February 29, 1984
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Auditors: Emnast & W‘lnmuy
Sharahsgider Relations: W Sala, Director
Investor Relations. Tel: (2 16)523-4501.
Director Meatings: Fourth Wednesday of
each month, except March. May, Aug. & Nov.
Anviual Mesting: Fourth Wednesday in Apr.
No. of Steckholders: Dec. 31, 1983: Ser. B
pid., 1.020; common, 24,923,
Neo. of Emplwns. Dec. .n. 1983, 41,707,
Corporate n Center, Clevel:ad.
OH 44114, ‘I'II.. (216)523-5000.

1983 1982 1981 [1]1980
T T 2,674,128 2,452,573 2,841,577 IO
o :
1,976,544 1,869,918 2,099,208 7,088,170 28
420,407 408,313 419,136 393,128
103,129 100,219 90,228 1049
TORR] COBES B BREN. « e e e vemrtee et emes e eanamae e ara e e meeaenaes 2,500,080 2.378.450 2,608,569 2552386 4
Income from pperations .. £74,045 T4.123 233,008 216,959
Other income and deductions): :
i expense (48.461) (67,658) (72,046) (88,002)
rRings (| ) of finance subs, and assoc. companies (10,372) 14,624 23,236 15,691
T himing) Lo 14,837 14,608 10,571 512
Gain on exch. of common shares for debs, 2 L VP S f e
ROk enche ot om 16,392 6.842 19253 e
Fotal o nc & (deduct @sey  (15749) (as008) (S5
e [ § i - 5 58,374 14,002 2
2 ol Tor pEINECIOBIARE . ... o aivs v vuninisons s i iaeumas Cas cie v i s ATk e as v L kL T 54
Excess of insur. settle, wuelf.book value . (1' 7“) s
Write-off invest. in Menieans 25800, €0, 21 vuvounsnss s s (11,503)
. Inc. (loss) from cont. oper, before inc. taxes 116,172 (123,072
Imomem uﬁs fcredits) ............. 22,861 52’?14;'
Lot fhen S0 e I e
By 40 301 53 405 ke g s e e e e ma.em (4,308}
Notincome (I088) .. .......oviit e e 23,311 {189,430) 82,368
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1983 1962
676,178 915,304
25.473 49,496
6 eemeee ol
744,016 616,178
69,115 61,413
91471 93,788

{{eclassified to reflect discontinuation of opera- Achm From Other. Sources, Excludlns Financing Dec w shi.-tm. dabt {1L762) (4.073)
[DAmounts are less than 19 of net sales, Divs, ;-m — of Com. Shrs. ... 131,199 39,198
gutoment of Consoildated Changos In Finen- _  and assoc. cos. 2.32¢ 21,156 Total Fds, Prov.
cist Postifen (in S000): 1083 ek Foreign currency : Frer, Cont. Oper, 440,591 119,781
Punds from Coaunum‘ Operations: ;?::_' “p'n'd". “'_;:; Uzm, o .?;"“dm W’: , plant
n»:. ) ....... 23,911 (70.958) F‘,s B Fuin. —("“ d) by chgs. 11,892 18,424 “3’; ;zuip ........ Eg.;ﬁ; Ef;:;:;
: x rov. (used € in certain current assets Cashdivs. .......... i ¥
mdudedmuﬂemh:q'dﬁ“ o3.78g 2nd liabs.: Foreign currency transl. adj
-, liabil. £ * Accts. tec. ........ (92,424) 66,855  Lg-tm.debt and
related to Inventaries ....... 48,619 87,5617  Oth. lg.-tm. habil. (8.101) (22.107)
ungsual item. .. .. 13351 125,172 Def.inc. taxes..... (4,519) (s7,i91) _ She equity (14,323} (23:511)
E Write-off of invest. Oth. current assets (12,493) (39,659) R"‘"““}“‘- il
£ i Trade pay. ....... 41116 T ot
i. i R U505 ... Fayrolls and oth it 7475
Gain o8 exchig. of CET. v veareenes 8,577 82,843 RIS e (HEH e
: . (15,829) hoei, seid uh. Lax. {;jg: ug‘;l‘; Total Uges of
L N &“m ......... X Fds. By Cont, sss0 -
X b s 193, 1
Thebil, ... .. $3.658 Giame)  pasilds Broy. Discontimied Opera !
Net, earn, of fin . Cont, Uper. Amits, in loss (inc.)
% Fin. Acts. . . 284,353 213012 . affect. fds., net
"“"-d Financing Activities: oth. deer. (inet.)
intang. sssets and Pays. of lg.-ten. debt, in net assets . .... 61,156 15.413
.. 17,130 (7,067) net of gain on 3
hige. of Com. Net Chg. in Cash
Fds. Prov. by Shrs. fordeb. .... (46,802) (156,066) and She.-T'm
Cont. Oper. ...... 280,124 101820 Lg.-tm.bor.......... 83,612 27,686 nvest. ... 308,097 (51,688}
BDALANCE SHEETS
COMPARATIVE CONSOLIDATED BALANCE SHEET, AS OF DEC. 31
(Taken from reporta filed with Securities Exchange Commission)
= (In thousands of dollars)
. ASSETS 1983 1982 1981 1980
T PR RS- -0 O S L O 6,099 9.202 087 t.;.sos
-term securities 388,028 43,838 74,661
receivabl 428,076 338,652
R 393,949 442,568 530,135 na sns
ine, taves . 98,138 90,216 33,025
current assets 849 48,356 8,697 46,017
Total 1.339.136 569,82 1.079,082 1,280,241
hv-mu inde adv o ﬁn, subs. 37816 as.'gl 50,998 46,126
ents in assoc, 20,247 42,906 33,433
e e 67 1 63.532 51,019 15,234
intangible assets 1,980 33,455 38,806 39,813
£ RN 12219 a3 T (212
b et ek v i Rl 488,867 o733t 443451
e mu:{ 712,161 757,983 787,593 820,554
:{ 3329, 94,449 00060 ...
i 2279084 2,030,124 2.281,561 2,302,460
28 32,590 36,663 67,135
a5 4B 43 4
12,398 15.258 14,583
596,171 574,930 544,830 607,400
411, 265 544,775 516,952
o gm BR R
Waoe 991 1103 1,244
16,010 14,386 13,651 13,562
N S
( S) (52,362) uz 402) .o....
987,341 802.636 1,015,524 1,008,107
2,279, 2,030,124 2,281,561 2,302,460
'ﬁz,',gg; 104,872 534,252 672,841
88,273 89,744 136,713 141,273
73,211 9,156 11,961 46,297
(79,243) (46,428) (68,693) (6.836)
91,171 93,788 92,034 89,521
42,174 1,640 4,003 34,565
(67,3510 (28,318 (52,266) (7.211)
Accounting Policies change rates as to revenuea and expenses. The
resulting transiation zdiusunent: are recorded
llectihie accounts (z takle from Annual Report of Company) I harehaiders eﬁ“lty Financial stat e
Reserves oo mnaohdued financial statements in- i";ﬂ’;“’;d“.ﬂﬂ ;“ Wﬂgcmmﬂwf 09::;
9594i clude the accounts of the Company and all ¢ ,qated into U.S. dollars in the same man-
392919 manufacturing and mar 3 ner except for inventories and

101,026 488,867
m. 111,666; 1982,
J?l.ﬁ’. 59; 1982,

83, 32,0203
? ? fter de-
3‘.38.: Ay
: par sha: (981, 44,L3L; 1960,
to reflact discontinued operations.

The equity method is used for all other invest-
ments where ownership is 20 percent or more.
(See “Write-off of Investmmt in Mexican As-
saciate Co." in the Financial ew.)
Fereign Currency Trensiation:

Financial statements for the Company's
subsidiaries and associate com cutside
of I'h! mted mept  in hthy

ProO) . plant
and equipment-net, relamgmex‘;m
which are translated at historical exchange
rates. The resulting translation adjustments
are included in net income.

Inventories:

Inventories are carried at the lower of cost
or market. Mast domestic inventories are ac-
d (or uuns the last-in, first-out (LIFO)

-ende-duue tcsuto
U&d meuhud.?m“-

method d all other inventories using the
first-in, fi rst-uut {FIFQO) method,
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Long-Term Contracts:

Incame and costs on long-term contracts
are recagnized on the “percentage-of-comple-
tion method. Provision is made for anticipated
losses an uncompleted contracts. Certain gov-
ernment contracts provide for ingentive
awards of penalties which are refiscied in
sales at the time the amounta can be reason-
ably determined.

Depraciation and Amortizatien:

Depreciation and amortization, computed
by the straight-line method for finzncial state-
ment purposes, are provided over Lthe useful
lives of the various classes of property, plant
and equipment. Excess of cost over net asseis
of businesses acquired is being amortized over
periods not exceeding forty vears. Other in-
tangible asaety, principally patents, are being
amortized aover their respective lives.

income Taxes

Current federal income taxes are reduced by
the investment tax credit using the flow-
through method. Deferred income taxes are
not provided for undistributed earningsy of
consolidated subsidiaries when such earnings
are reinvested for an indefinite period af timie
by the subsidiaries.

Dizsontinued Matsrisls Mandiing Vehicles Oper-

On Jan. 26, 1983, the Company’s Board of in
Directors approved the discontinuance of its
Materials Handling Vehicles business segment

Estimated loss on
incl,

(less inic. tax
credits of $50.2
million) o

=0 (92.8)

. losses
1983 accrued
forin 1982 as
part of
estimated loss
on disposal .... 10.4 ~0= 0=

Loas from discont. S(IET)  S(45.5)
OPET. s vssneise S

Net assets of discontinued operations of
$33.3 million and $94.4 million at Dec. 31, 1983
and 1982, respectively, consist of working cap-
ital, property, plant and equipment-net, other
ioncurrent assets and noncurrent ilities,
‘The amount at Dec. 31, 1983 includes 59%, of
the net assets of Yale due to the aforemen-
tioned sale of 419 to cutside investors.

Praviaions for Plant ﬂuln‘ﬁ
A net charge of $18.8 million, before reduc-
tion for income tax credlts cnf $14.0 million,
and a charge of $181.4 before reduc-
tion for income tax credits af' $74.4 million,
were recorded in the fourth quarters of 1983
and l982 respectively. These charges were
pnnmpal y for the estimated costs of closing
isposing of several manufacturing plants
United States and Eurepe. e 1983
%rowsmn was_ attributable primarily to the
lectronic and Electrical business segment

b

$19.6 and B17.7 mtlhoa, respectively, net of
Progress payments of 861.5 rmllum in 1983 and
$49.6 mithon in 1982. i Ank
Company believes the LIFG methtd
more fairly presents its results of o
than the FIFO method, for those o
where LIFO ls a ria
meihod reduies the effeet of in o3
increases in mventory and tluu ma
rent costs with current revenues. Ho
order to emable the reader of the
statements to make comparisons with oo
nies using the FIFO methad, the total
of LIFO on income from comum. T
tions and income from con
per Commcon Share is shouwn in follogh
supplementary table. The amounts in they
plementary table assume
come taxes at the United States amm
and no other adjustments.

Finance Subaldisries:

The Company's whelly-owned un
dated finance subsidiaries are -cund ]
financing and leasing of ipment n
tured by Eaton and oth: e p
products financed by  these subasid
clude, but are not limited to, lift t 3
sludders. semiconductor test eq«m:mub
electronic instrumentation tes| 2
The financing is conducted by
Corporation (ECC) and Eaton

United St.a.u:l. wh:h -
d by two m.ber

peeation in the U
in Europe is ac
subsidiaries. Fohawmg is a summary of

densed financial ¥ ation pﬂ'ulnmx to the.
finance subsidiari THBHEE

Condensed Balance Sheets (Millions of Dol

and, accordingly, in the fourth qusrter of 1982 while the 1982 provision primarily rel te lars)
the Company provided $143.0 million, less in- C:‘_'_:::’;g‘:h o s Lo Sefracht: December 31 1983 1982
mated lovs on disposel of these opeations. ~ Sars Teal R 5B o Ceernions Do oy Codh and shor term
OpEr were reallocated in operations in the $
On Dec. 31, 1983, the Company tranferred United States. The provisions include write- smlf,?dﬂ' """"" e #a
its imdustrial truck operations in the United downs of the closed facilities to estimated real- receivables—net 69.% 2 &
States and the United Kingdom to Yale Mate- izable value, which did not effect cash Invest. in direct ) :
rials Handling Corporation (Yale), 2 newly 20¢ o&e’f‘:&m“ "'s“,‘g;? :::?mm;:s;’i financing leasss 42.5 T
B oo o Ereny St soromn ™ok represcn lona-torm abiten,  — ~ "ot ... s
stock of Yale totaling 41%, to outside inves- CWr;t:.-‘ol'l' of Investment In Mexican Assoclmte Other assets ........ 7.1 b ;
tors for §7.8 million. In 1984, the Company in- In the !m:rth quarter of 1983, management $187.1 sigz 3
tends to reduce its ownership to 199, ﬁ ive anzlysis of its Liabilities and Shareholdm’s Bauity - N
In 1983, the Company sold certain portions exican :mmtc cam an Eaton Manuiac- Short-term d by B Y §78 &
of its industrial truck operations in West Ger- :ll:::mids'vgu $:534 cm ﬁgg‘ conclu “';d s;f-.-:/a “;’,”'- due 1984 400 & 400 £
. 3 I ' - Y x
e e map ety pocyulng e saie ol il s mm"“v“gm of the Company’s g T 1 100 we
The consclidated financial statements and ""3{.‘: of ill 5 mﬂ:l‘i:g; ﬁy.‘_:cg?&nax& l%ﬁ"ﬁﬂu
relsted notes of the Company have been clas- wme uﬁg' emaining investment in EMSA, 1988- %3’," s 19.9 4= -
sified to report separately the operating re- althou;h the Campauy has not sold nor lngui- 12.5%% Nots, e wm 208 -
sults and net asssts of discontinued opera- dated t’ o owner:!?xoc‘:)ntermt in 1983 12 U%N‘ ate, due 1997 12.9 129 =
tions. Net sales and operating results are sum- mcmne gf Em‘;"op;-amn;pﬂe: and fh": ther lizbilities .. . ... 128 47 E
marized below: write-off of the investment amounted to $20.3 Shareholder's Equity 7.8 B/
v Results of Disconiinued Operations m::‘lmn o 81571 SioT i
Ended Dec. 31 1983 19 vantor N
{h;‘ﬂrliom of D:ﬁ“” " 1881 nventories of conti{iuin? operations at Dec.  Gondonsed Income Statement Data (mﬁ‘"" o
Netsales ......... 2240  suts  ssy QL1983 and 1982 consiat of the fellowing (Mil- YLD, L g0 (om
Oper. loss before hepst 1083 9 ) $23.6 $19.3
o inc, tax cgedits :ug.g; ${3T.0)  $75.3) Raw w materials and . 1282 e . by 68 :
c. tax credits .. . s 1Ll 299)  supplies......... .6 $88.
Oper. loss from ozl in ptoceumd e Company is con tractually ob
(6.5) (L) (29.9) W, SUpp U] v
discont. oper. finished goods . 3043 354.6 m:i:e available to ECC u::ua:i 1 =
: ear as defined at leasé =
A Totals, ......... £393.9 84426 fixed charge ﬁnc:pally m.stss ). Ny
estimated loss Inventaries at Dec. 31. 1983 and 1082 in- No such il = fods, (082 _»x
of dispasal .. ... (104}  (25.9)  (45.3) clude costs relating to long-term contracts of or 1981, r‘ﬁ!‘
1985 1982 - 1981 = E’
Per - Per Por _° W
YmEndnd Dec. Amount  Common Sh, Amount Commen Common Sk of
! of Dul]zrs Except for Per Share Amuunu) b o bl t‘;;
LIFO L g $(4.9) ${.16) $(5.9) $0.21) $(14.3) .5 %
Lei?aunn of inventory quanﬂﬁa and m-uvamad uaing s i i l ':-i
e P A e P L PR S g % 4 .33 2 %
Increase (decrease) § mmmafrom continuing operations . L)) $(.01) 2.3 ;
i I! me FIF method Jbeen u e:clumve[y. inventories would have been $82.3 million and $83.5 millmrn higher atl-' Dgl:- 31, 19&!’%

LO82, respectively.

Cusvent Liabllities: e
Eaton and its consolidated subsidiaries
have short-termn lines of credit aggregating

8134.2 millfon from varioua banks weoridwide,
e of which 285.0 million are shared with Eaton
redit Corporation. At Dee, 31, 1983, Eaton
ha.d $13.2 m.ll.hon outstanding under short-
term lines of ¢ t and had avaﬂahle unused
short-term lines of credit at the banks' prime
rates aggregating $121.0 uulhon ‘Thesd ar-
rangements. do not have termination dates,

but are reviewed annually for renewal.

ayrolls and other accruals of contmuing
operations consist of the following (Millions of

B
Payrolls and other Vi Lk
- $55.4 $53.7
42.8 44,3
18.1 350
1999 184.1
Totals.....o0ees £326.2 83176

Long-Tarm Dabl: 81;%, Subord. Deba.,
A summary of long-term debt, excluding the due 2008
I:'Jurrent portion. follows (Millions of Dollars): convertible inta
ec. 31 1983 1982 £
Sinkking fund debentures: 3o, S aalar s dhare), by
7.60%, due 1996 . .. $70.8 $209
8%/,%, due 200 . ... 374 314 i
7%6%%, due 2003 .. .. 55.5 556 _ OOUgs...........
7% Debs,, due208t, WERE e
net of
unamuortized
discount of $10t.7
million in 1983
and $102.0 millicn
- in 1982 (effective on outsl.and er
mte:at rate had availabie unmd
R46T0) covunnnnan 98.3 980 ting
t.!l/.’;% Notes, due o
............ 50.0 50.0
9-3% Nof.ﬂ;. due 1994 79 157 f
§o37% biotes, due States banks which ap
--------- 163 perannum in 1983. i

3.8
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called for the re-

Sh g
ated Debentares. ares or cash. The

aubﬂ CDmP:ﬂY may settle up

to half of such excess in caa)
all of these debens A i :
rllo Lt B atu:h!: summadgry of stock option agtivity fﬂ'ﬁ;’;’“
lG.I? th- (.‘ ny, exchanged res chr.'l;chc.
\ G Z million prin- 1,259,562 3t
Bt ol cumin of the Company's out- 15,900 2.
ures generating a nontaxable (219,453 22.73
ISJ million. 532 24,53
m.r“'"g'a.? ’mnu r f“on“da “q“ic‘l:?'?“ 1174477 25.82
-term t for 174, ;
‘ 1988 through 1988 sre $10.1 million, G= M2.927 3069
n, $9.5 and $6.8 million, re. Exercised........... (u.?u) .23
ik eric Canu ........... ., 60) 2831
ude res -
which, among ather OI-I‘“! Dec. 31, 1982, 5.151 500 26.5%
s :l"munu afi Emclu& """"""" (mlim ;tg;
. T ons and Exercised........... 3
utin A“ ’h.mbe!:o;l exc?ding Canceled ........... (94,608) 28.18
d levels. At December 3, 1983, the . 31,1983 . 13312 31

levels were gsubstant! wﬁly in excess of
te amount of dividends, redemp-

$2.0 million in 1984, $2.2 mil-

-nd 3.! million ln 1981 was capi-

the cont of uqulaition or
m&lﬂr

evie ~
th an: cnliedf ¢ the re-

- 1985 J%m.mf e cﬁuul:u'fe
5 pﬂl‘ Vﬂlu!)

Q““t'Dcc <4
31, 1983, there were 76! 251 sharea
svailable for granting of options (1,013,960 at
Dec. 31, 1982) and options for_ 565,510 shares
were exercisable (651,256 at Dec. 31, 1982),
There were 390,363 stock appreciation ri \‘.s
g\lns‘t;.g?)mu at Dec, 31, 1983 (374 ;209?5

at an_average nce o er
share ($27.10 at Dec, 31, gz e

Net Incame (Lous) per cnmmcn
Primacy net income (Im)

Cm
Share ia based on the mo SVErARE DT

AVETAgE DUM-

its $2.30

Serhl Pre!med

© (RS0 stated qﬂu.) Substantially mug ?'l‘ g:;h‘fﬁd °EU“M¢1I! w 8 each year ilf- The assumed 1 r'a- te of ruturr':r':lud in dete:f

) s er uctin rum net or incr n 7
e BT "u.“gf“.:;'m gt oae} Dreferted dlvidends ot 416 e e
ferred share for one and one-half Common Fu“l'g ﬁﬂuted M'i m“m. Pt iﬂ“n wluand T“

In April 1983, pursuant to the Company’s | oF and et i :dmveu:on 2 %% The Com s income (loss) from contin-
‘offer, sguuhold'cu exchanged 597,979 Com- :::‘:lcini gfm%‘;:‘, dnd g;m’g“m:? n‘:gi opcntf' nn:. before income taxes ia sum-
""’sa...,.s"%'? 5" (3790 stated value) Each Leese Commitments eoe Baced Bac. a1 ontggs DRl g
mmdm:'?w Seriai P:etflerzadvgh:.r)o bears At Dec. 31, 1983, the Company is liable un- umg'ea Seates .. ’ :‘n 7 s(122 9; s168.%
5 i $10 per share o a cu- der terms o nanmulsbh leases related in ommﬁmm * = ¥

b le into four Com- continuing operations, which expire at various States .. 39.0 .2) 45.8
ares. is redecmable in whole ar in part dates and in rmost cages contain remewal op-  © T
‘st the Company’s option beginnin ay i, Uonsforthe following lense cammiung:;“ ........ $116.2 $(123.1) 82140
1988 a¢ §170 sha.n has & hquidngnn value Cey uting Iacam- taxes (credits) for continui up.u.
~of 8125 pa:m n, and generallghl;:: ﬂ;euname ‘Miﬂ‘om of Dellasy) L‘*“‘ Eeases aru summarized as follows (Milliona of
yx . in
19!.1 rhe shttcholders approved m:'nd- mdiul D“;c":"'““m laase commitments for the yess w Eaded Dee. 31 1983 1982 1981
! Articies of cetﬁmauon wlsich increased 74 2187
the numb;csr Gl{lliu(f c:nz;zu i al Preferred § & it (@140 6.6) “rs
?ﬁ‘l%’a to 1S million from Smillieon. = = fagecccreccrcerees Qe B Federal.,..... . X A
en:d aH:: u,u{hm:lzed lios rrﬁnso %o MC‘ 19!.! gg I.'I Wlﬂdlﬂﬂl 1) %3-0) 36
a par value o . In 3
Company contribated. 500,000 7 e Doated Seaves . 18.5 16 1.9
valued at §21.5 rmlhon. i'n leu Wk e Y] 30 704
s its pension fund. Deter cury. .
n Shares were l!&u in a public offer- U:n"’laddmm 22.9 (SLI} 124
? mulzi in sgt pmc;cda to the npl"n‘y 45.5 $76.7 . e T c
ion. Common Shares held - tside
i Su2ad TS ARSI 11 e | e 2
l inl a A o in £ =
. there were 3,724,895 Comemon Shares Tot. def. 186 (381) 69
30 St comyeriibly dabentiees, sod ssiy - seed
con I ures, and  commitmentate 8800 pan@ e
exstcise atack o Jam, 31, 1984, (8.5 cumpuneml of dc‘!crred income taxes

w .éssggigeno! record of the

uuﬁ&um earnings of unconsolidated

associate com) es included
were LQ on and
vely, at Dec. 31, 1983. ab - o i
Commen Sheres: en operations
0 OO SAMOR | | cenain em- SMOURESS 03 440 Sllign i 1983, 3422 mil-
under various plans, to purchase the lion in 1982 and $42.9 million in 1
: equal to

Panatane:

The Company and its subsidiaries have
pensions plam covering the majority of their
employees. Pension expense for conunulnz
afmnihn for 1983 and 1982, axclu.swe of
sion costs accrued a3 part of the “Pr m
for Plant Closings,” was $44.7 million and
f $49.1 llscm. ‘?ec:rwly, compared to $55.6

mi!lion or 1981, sion expense includes cur-

e option price in Common rent service costs and amortization of prior

.30 sumed rate of return partially offset

service costs over principally 30 years. The
decrease in 1983 pension e and the ac-
tuarisl present value of nonvested :u:mmul&:«
ed plan benefits from |982 was due to the
%!hanl closings announced at the end of 1982,
decrease in pension expense for 1982 !:urn
1981 was the result of an increase in th
e
effect of amendments to several plans. It is the
policy of the Company to fund substantizily
all of the pension costs accrued for operating
locations.

A compartison of accumulated plan benefits
lﬁd lan net assets for defined benefit plans of
pany’s continuing operations in the
Unir.zd States and Canada s presented below
; !l!cms of Dollars}):
1983 1982
ﬁmuarm present value of accumulated plan bene-
ez
Vested ........... 8637 §593
Nonvested........ 62 87
694 680
Net assets uvmhble
for benefits ...... 761 686
Net asgets available
for benefits aver
ACTH: {4
value of presen
accumulated plan

Binior cotl!;nui.ng operations are as fols

ed Dec. 31 19}35 1942 1981

mctoii“ Pl 24 $74.4) 0
Ecese of tax ovet " : )

book d 17.2 113 9.3

term
...... 9. 7.7 3.0
Equnﬁ.nc. {losses)
2850¢.CO. v v v\ 0t {4.1) 1.7 1.2
Other—net ....... {1L.2) (1.4 (6.6)
Totwls. ....... lll.ﬁ
A reconciliation of income (cwditl)

fi nein operations at me"'ﬁ
g;:f;owry ?ﬂg (e?grmnd in millions af doll
and as a percentage of pretax income) to
effective tax rate [ollows:

1982 1982 1981
Yoar Eavdad Duc. 31 Dollars Rate Rate te
Income tazes (credits) computed at the United States statutory fate ........oo0 L $53.4 46.0% (46.0%) 46.0%
& Im(dmam}muxumnlm!mm. (15 (3_5; ﬁu a5
Research and R (3.4 (2.9 2.2 j.z;
* Adjustment of estimated U.S. ceign tax liabilities . (4.9 Eﬁ) (3.10 ¢ .:“
Tz benefit from recognition of net operating lmsmrrylomrds ................. { 0 i‘g 9 g
gmbk write-off of investment in Mexican associate COMPARY .. oiqrrihonnieiians 3 ] (5.9) a
on exchanage of Shares for debentures . ...oitveirioiiarserscnen X

'Camnlid.-. suhddhhooumdetheUm:edSm 22 - 229 a1
= mtuveu:mdntunuumummgs (19.9 (9.5} (1z.2) (5.1)
;‘L-'Wogw._n“__ SR MR . (7.3 (6.2) 9.5 {2.9)
B - s T e e e ST B $22.9 19.7%, (42.39%) 40.3%,
:1! ndistributed earnings of consclidated sub- sales corporations for which no taxes have through 1991. For financial statement purpos-
i at Dec. 31, 1983, aggregated approxi- been provided. es unused lozs carryforwards aggregate ap-
- mately $246 million, all of which have been At Dec. 31, 1983, certain subsidiaries outside _ ..\ se8 million of whick, if utilized
§ reinvested by the subsidiaries. Substantial for- the United States have unused tzz loss . P ately - s "
¢lgn tax credits could be available to offset forwards, aggregating approximately $94 approximately §72 million would be used to
tazes-on future remittances of approximately lion. available for offset against future taxable reduce future financial statement income tax
‘1‘1?.0 rillion of uu:h undistributed mml"lili:- - m‘:ﬁ' m&ﬂﬂﬁ?hnmve!mx loemrﬁ:n‘ expense, and the remainder would be used to

tributed ear the m’ :q:l;:u':mni d:rs and the balance expires at various dates reinstate deferred tax liability accounts.
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Quarterly Data (Unaudited) :
ier 1982 < = 1942
4 :
led Mar. 31 TJune 30 Sept, 30 Dee. 31 Total Mas. 31 June 30 Sept. 30 Dec. 31 Tosat |
(In Millions Except for Per Share Amounts} S
g;t sales ... $612.6 §660.3 $657.1 £144.1 $2.674.0 $668.1 $649.3 £565.4 $560.8 Shasze ¢
au
145.0 164.6 168.5 219.5 697.6 167.6 162, 1210 122.0 587
Im: {bu}
frem contin.
opers. ... a3 212 224 413 933 0.7 352 i (127.1) (71.0)
et income
oss) ...... 8.3 213 24 413 933 13.9 28.8 (4.9} (227.4) (189.6)
'ar Common Shere:
Inc. (lows):
&nniary:
n
;n?ﬁc' . .28 73 22 1.3p 3.06 75 1.24 o (4.44) (2.54)
) o 28 73 72 .30 306 50 101 (.£8) (1.94) (a4}
3 c;l-uur.ed;
0] sy ol .28 .70 i 125 295 T3 1.20 o (2.44) (2.54)
ine.
(ipas] 28 .10 J0 125 2.9% A% .08 (18] (7.94 8.74
Cash :h]va .20 .20 .20 20 .80 A3 43 A .Lg ¢ 1.2
Hiaeet 37 b7 47% 5584 .;51 3245 3144 357 357, 357
..... 43
Low ..... 28% 3304 38 415 2863 8 28 228, 7 b
io}n ﬁ‘?:af.‘,i’i,{,g‘f,‘;’, fﬁﬁgﬁosmgﬁ: Automation Systerns and Equipment— matic temperature cm;-trola. heaters and’ mt

plant closings of $12.8 million in 1983, befors
reduction for income tax credits of $14.0 mil-
lion, and $181.4 rnillion in 1982, before reduc-
tion for income tax credits of $72.4 million.
me {rom :cmunu;ng ations for the
fourth guarter of 1983 includes a nontaxable
charge of 511.3 million for the write-off of l-he
investment in a Mexican associate cnmp.m
The gross effect of using the LIF
10 account for certain inventories was to de-
crease cost of products sold for the fourth
gsuamrs of 1983 and 1982 by 34.5 rillion and
.0 million, respectively. Additionally, Equi-
datigns of LIFO inventories decrea: tost of
prudu:&s sold for the fourth quariers of 1983
and 1982 by $2.9 million and $6.8 million, re-
smmvel The net aftertax effect of using
LIFO was to increase income from continuing
operations for the fow quarter of 1983 by
H 0 zmlhon ($.13 pec Comman re) and de-
oet loss for the fou quarter of
19&2 by £5.3 million {3.18 per Common Shase).
Net'loss for the fourth guarter of 1982 in-
cludes 2 provision for estimated loss on dis-
sl of dl:s!:gaunucd operations of $143.0 mil-
less income tax credits of $50.2 millios.
Inmme from continuing operations and net
income for uarter of 1982 includes

15.8 million resulting
from the exchange 000 Common
far gg .2

af 900, hares
million prmdpa.i amount of certain of
Businese Segment Information:
The Company’s contin operations are
M between two %t?ﬁnm
giking

mpany's outstanding debantures,
ents:
and Electrical and Vehicle 5
pents. The major classes of products incl

nn ea.ch segment and or.her information Eol—
Electromc and Electrical:

semiconductor wafer fabrication and test
equipment; heoisting equipment; slectronic tast
instrumentation; electrical adjustable speed

drives; automated materials handling systema ings,

and electromechanical/electronic control ays-

tems.

Capital Goods Components—electrome-
chanical and electronic control devices and as-
sembliez; sensors and human interface devic-
e¢s; programmable controllers; switches, re-
lays, ccmutera, polymer hose, hydraulic mo-
tors, clutches, brakes and fasteners.

‘onsumer Goods Componente—electrome-
chanical and electronic appliance controls;
low-voltage power distribution equipment;
switches and fasteners.

Agrospace and Defense Systems-—avionics
and defense electronics: electronic counter-
measures; air traffic/vessel traffic control ays-
temis: radar systems and aerocspace power
controls,

The principal amrkets for these products
are pm\nded by industrial and govemment
customers., Distribution is accomplished di-
recily by Eaton or indirectly through distribu-
tors manufacturers’ representatives,
Vehicle Components:

‘I' ruck Cor hanical transmis-

drive and trailer axles, brakes, locking
d:ﬂerem.lsh. engine valves, xxydraulic valve
liftern, tire valves, leaf aprings, viscous fan
driveu wer steering pumps, thermostats,
air conditioning equipment, couplings, hose
and tubing for the over-the-road truck indus-

Passenger Car Compone nis—engine valves,
hydraulic valve lifters, !ezf springs, emisaion
control valves, viscous fan drives, speed con-
trols, tire vn!\'a, thermoastats, fasteners, auto-

conditioning equi

Qe
Q! f—H!rhw Vehmle Compcnm
ad hydrosta

chanical and trnnlmiuim farg-
drive axln. a8, valves, hy- .
hydrauiic motors, cot,

T, !‘pﬁ m‘imhi‘m for these prod
ncipal mar or ucts is

that provided by the orlginal equi 4
ufacturers of trucks, pmmﬁ c2rs and
highway wvehicleas. Most of Eaton's 9
these products are made directly (rom :
plants to such manufacturers, A

Qther Information:

Operating profit represents net salea

g}'a.uhc valve lifters,

crara:mg cxpenses for mh :umqm andg i
udes interest expense an xﬁ

(losses) of mvestments carried at equiur

nance subsidiaries mﬂd

general corporate m——nel.. uril
“fms (provisions hfim‘ P uncia
of investment in Mexican a.u e
and the excess of mam'am:e utﬂ ﬁ J&
nfbook value) and, in 1982,

nsra tuc resu;m represent those n;;g 88
mpany’s operations and exch
cuz'porate asscts {consisting pr
short-term investments, deferre u:n. :
assets and property) and investments cae
at equity. !
MNet sales to thelU .5, government from ﬂae ;

E[ectm;!; and Electrical busin

Componenta business se
%215 million in 1983 or |
sales to any single customer in 1982 and,
were less than 1097 of total net sales,

lulm'l Segment Informatian (Millions of Dollars)

Net Sales: 1983 1982 1981 1980 g
Elec:rmuc and Electrical .. 51,449 $1.343 B1,415 £1.366 £1,247 L3
Vehicle Components ... . 1,245 1,129 1,847 1,426 1686 =
Intersegment Sales . (20) (1%} [425] {13) (16} =

INEE SAIES ...\ evvrinenenaesnironenra reen e smsantesnmnas 82,674 $2,453 82,842 179 sl
Operating P?cfin. : - 5
lectronic and Electrical . o n e s $51 g2 $89 £102 1T T
Vehicle mt;.,. ..... SRR e A 152 56 173 155 Hl
Total Operating Profit .......... N g PR S 203 38 262 257 5 :

Provisions for Plant Clogings .....ocoiacacenriiamiioniinniiaraaccaaean. (i9) CIBL) o 1] ] S

Write-off of Investment in ats Company (12} 1] [ o 4 x

Gain on Ezchange of Common Shares for tures 4 15 ] 1] ¢ @

Excess of Insurance Settlemnent Over Book Value 5 1] ] [} 25 [ I

Interest Expense ............c..0x sesmidsarresss . (48} {683} {72) (8g) (a1

Inr.eres: TROUIE o oo shnt s E bR b e st A e VR e : 15 13 i § ]

{Lasses) of Finance Subuldinh-md Associate Cmnpmm . EIGJ 15 23 13 Ll
Gcne;'nlf‘ Expenses—Nes ....... A A P s R 13) (8) €10) (15) (28 :
s Do Incnm u’..ou) From Cont. Oper. Before Inc. Ta%es .c.cuvvvnens bbb £116 5(123) $214 s197 f 713

T - 1S

Electronic and Elxmcal 3867 5395 $952 966 Po ¢
Vehicle Components . 800 827 939 962 1,010
Intersegment Assets ,..... (45) (73} (54) (69} (34
Total Identifiable Asseta. 1,622 1,649 1,807 1.85¢ 1,918

General Corporate Assets. - 366 205 181 % 9

Investments Carried at Equity . 58 8z 94 78 68

Net Assets of Discontinued Operations. ... ....... R P e e i3 94 200 . 27 m

$2.298

TOA Assetm AU IL o osvvvanin s suiase vivasave i ipTeER s $2,279 $2,030 §2,282 43

Net Sales by Classes of Similar Froducts: L5
lﬁt:muc and s;E;ecmm i -
utomation Systems and EGUIDMEDE ... .00 veneieneninrenananas oo 2 3365
pital Goods Components m men ..... i Sig.;.' 490 'gil)‘}' ";;3 55
CAg:mumer g‘-:‘?ds Cnmpgne:kets .............. 220 188 i96 201 1a
O] T

v manefemm YEREMS . 2 cvesvintrrnromonnnnese 420 300 201 197 !
Tm m L‘th ....... gzy ;;; 993 1,008 1_;?'
OIE-H:ghway Vehic Cnmponenta ul,: 110 83 263 i

L&66 158
Intersegmment Sales (20) a9 (15) n _____(l‘_’
Nt Sl ..o on voviiziinivias esivnas R e $2,674 $2,453 ‘ §2,842 12,719 g2l
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