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October 22, 1962

Mr. George H.W. Bush, President
Zapata Offshore Drilling Company
1701 Houston Club Building
Houston 2, Texas

Dear Mr. Bush:

I am enclosing three copies of the Stock Option Contract concerning your-
self.

Please execute all three copieé and return two coples to me, retaining the
third copy for your files.

Yours very truly,

Bush Library Photocopy

CAMCO, INCORPORATED

Charles H. Weier
Secretary
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October 25, 1962

Mr. George H. W. Bush, President
Zapata Off-Shore Company

Houston Club Building

Houston, Texas

Dear George,
Attached you will find the advance proof on the Camco Note Agree-
ment with John Hancock. Please read and advise me by telephone
of any comments you may have on this subject.
I would like to be able to write John Hancock my first rebuttal by
Friday, November 2, 1962.
Sincerely,
CAMCO, INCORPORATED
A

Harold E. McGowen, Jr.
President

Incl:
als
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CAMCO, INCORPORATED

. .NOTE AGREEMENT
relating to

514% Notes due November 1, 1982

QOctober , 1962

J oﬁzv Haxcocx Mutuan Lire INsUraNce CoMPANY
200 Berkeley Street
Boston 17, Massachusetts

Attention: Bond Department

Dear Sirs:

The undersigned, Cameo, Ineorporated, a Texas corporation (hereinafter called the **Company’’), hereby
agrees with you as follows; '

SEcTION 1. DESORIPTION OF NOTES AND SALE AND PURCHASE THEREOF.

11. Authorization of Notes. The Company proposes to issue $1,600,000 principal amount of its 51%%
Notes due November 1, 1982. The Notes are to be substantially in the form of Exhibit A attached
hereto and are to be purchased by you. Except where the context otherwise requires, the term *‘Notes”’
as ugsed herein means the Notes issued and sold to you pursuant to this Agreement and includes any
notes issued in substitution or exchange, or upon a transfer, made as herein provided, and the term
‘Note'' means any one of the Notes. .

1.2. Sale and Purchase of Notes. Subject to the terms and econditions herein set forth, the Company hereby
agrees to sell to you and you, in reliance upon the representations and warranties of the Company con-
tained herein, hereby agree to purchase from the Company for investment the entire prineipal amount
of the Notes at a price equal to 100% of the principal amount thereof.

1.3. Closing. The time for delivery of and payment for the Notes (herein called the *‘Closing’*) shall be
11 AM, B.S.T., on » 1962 (or on such other date, not later than December 11, 1962,
as shall be agreed upon by the Company and you) at your principal offce in Boston, Massachusetts, At
the Closing the Company will deliver to you a Note or Notes, dated as of the Closing, and issued in your
name or in the name or names of your nominee or nominees in such denominations as you shall
request, against delivery by you to the Company of a certified or bank cashier’s echeck in Boston Clear-
ing House funds for the full purchase price thereof.

SecTioN 2. UsE oF PROCEEDS.

The Company will use the proceeds from the sale of the Notes to retire, simultaneously with the issuance
and sale of the Notes hereunder, its 434 % mortgage note due J anuary 1, 1970 payable t{o Guardian Life
Insurance Company of America, having an unpaid prinecipal balance on the date hereof of $ ©,and
its 6% mortgage note due January 2, 1969 payable to Ruth R. ‘Whitmire, having an anpaid prineipal balance
on the date hereof of 3 . , and will add the balance of such proceeds to its general funds and
apply the same initially to the reduction of short-term bank borrowings,

1.4
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"ADVANCE PROOF 10/18/62

SecTioN 3. PREPAYMENT or NOTES.

3.1,

3.2.

3.2,

Fized Installment Payments. On \Iovember 1, 1963 and on November 1 ih each year thereafter, until
thé entire prineipal amount of the Notes is paid, the Company will apply the sum of $80,000 to the pay-
ment of the prineipal of the Notes without premium; and on November 1, 1982 will ‘pay any balance of
the Notes remaining unpaid.

Optional Prepayments Without Premium. Subject to the provisions of Section 3.4, the Company may
at its option on \Tovember 1, 1963, or on any November 1 thereafter, make prepayments of the
prineipal of the Notes, without premium, in an, amount not exceeding $80,000 for any one such pre-
payment, provided that the Company may only make such prepayments on five separate occasions.
No such optional prepayment shall be applied against the amount of any: future payment or prepay-
ment vequired by Seetion 3.1 and the privilege of the Company ‘to make prepayments pursuant to
this Section 3.2 shall be non-cumulative so that if not exercised in full on any November 1 the Company
ay not on any succeeding November 1 exercise such privilege to the-extent not. theretofore exercised.

Optional Prepayments With Premium. Subject to the provisions of Section 3. 4, thé Company may at
its option at any time after, but not on or before, November 1, 1967 prepay the eritire prineipal amount
of the Notes remaining unpaid, or from time to time any part thereof, provided the Company shall
also pay a premium at the following percentages of the principal amount thereof being prepaid for
the respective periods indicated:

Period Percentage
After November 1, 1967 and on or before November 1, 1968 ..... e 6 %
After November 1, 1968 and on or before November 1, 1969 ........ 5.572
After November 1, 1969 and on ¢r before November 1, 1970 ........ 5.144
After November 1, 1970 and on or before November 1, 1971 ....... . 4716
After Novembeér 1, 1971 and on or before November 1,1972 ........ 4.288
After November 1, 1872 and on or before November 1, 1973 ...... .. 8.860
After November 1, 1973 and on or before November 1, 1974 ........ 8.432
After November 1, 1974 and on or before November 1, 1975 ........ 3.004
After November 1, 1975 and on or Lefore November 1,1976 ........ 2.576
After November 1, 1976 and on or before November 1, 1977 ........ 2.148
After November 1, 1977 and on or before November 1, 1978 ........ 1.720
After November 1, 1978 and on or before November 1, 1979 ........ 1,292
After November 1, 1979 and on or before November 1, 1980 ........ 864
After November 1, 1980 and on or bef(;re November 1, 1981 ........ 436

And thereafter without premium.

Notwithstanding the foregoing provisions of this Section 3.3, the Company shall not have the right to
prepay any of the Notes pursuant to this Seetion 3.3 on or before November 1, 1972, as part of a re-
tunding or anticipated refunding operation, by the application, direetly or indirectly, of funds bor-
rowed or then expeeted to be borrowed which will have an cffective net interest cost to the Company
(caleulated in aecordance with accepted financial practice) of less than 914% per annum.

Notice, Interest and Allocation of Prepayments. Written notice of each prepayment pursunant fo
Sect:ons 3.2 and 3.3 shall be given by the Company to you if you arerthen the holder of any
of the \otes and to any holders of the Notes whose names and addresses are omrfile with the Company,
uot less than 30 nor more than 60 days prior to the date fixed for prepayment, specifying such date,

2
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ADVANCE PROOF 10/18/62

the prineipal amount of the Notes to be prepaid and the premium, if any, applicable to such prepay-
ment. Notice of prepaymént having been so given, the principal amount of Notes specified for prepay-
ment in such notice shall become due-and payable on the date fixed in such notice.

"All payments and prepayments pursuant to Seetions 3.1, 3.2 and 3.3 shall be in a multiple of
$1,000, shall be alloeated in multiples of $1,000 among the Notes then outstanding, as nearly as may
.be pro rata according to the respective unpaid principal amounts thereof, and shall be accompanied by
payment of any ‘interest accrued but unpaid on the amount paid to the date of such payment and
thereupon the interest on the amount of principal so paid shall cease to acerue.

SecTioN 4. GENERAL COVENANTS OF COMPANY.

The Company covenants and agrees that, so long as any of the Notes.shall be outstanding:

41. Payments of Principal and Interest. The Company will duly and punctually pay the principal of and
premium, if any, and interest on the Notes on the date, in the place and in the manner therein men-
tioned according to the true intent and meaning thereof. Notwithstanding any provision to the con-
trary in the Notes contained, the Company will pay all amounts payable to you in respect of the prinei-
pal of or premium or interest on any of the Notes then held by you by delivery or by mailing the same
to you at your address set forth at the beginning of this Agreement or at such other address as you
from time to time may designate in writing, without any presentment thereof. You will, howevér, at
any time during regular business hours on any day when a payment of principal is due, permit the
Company to make appropriate notation on any Note then held by you of the amount of prinecipal which
has been paid thereon, if the Company, at least 15 days in advance, shall have in writing requested per-
mission to make such notation. If the Company shall not make appropriate notation of any payment
of prineipal on any Note held by you at the time sueh payment is made, you may, if you so determine,
make such notation and you will promptly make such notation if the Company shall so request. In
the event of the sale, negotiation or other transfer of any Note by any holder thereof, such holder shall
endorse on such.Note the amount of the unpaid balance of principal due thereon and the last date to
which interest thereon has been paid, and if any Note is transferred to a holder other than an insur-
ance company, then such holder shall be required to endorse on such Note each partial payment or
prepayment of principal thereafter received, Except as stated in this Section 4.1, no holder of a Note
shall be under any obligation to make any notation on the Note as to the payment or prepayment of
any prineipal thereof or interest thereon or to surrender the Note to the Company for such purpose.

permitted by this Agreement, will keep their respective corporate existence, rights and franchises
in full foree and effect,

4.3. Payment of Tazes and Assessments. The Company will pay or cause to be paid all taxes, assessments
and other governmental charges levied upon any of its properties or assets or any of the properties or
assets of any Subsidiaries or in respect of its or their franchises or income or profits before any
interest or penalty thereon shall accrue, except that no such charge need be paid if being contested
in good faith and by appropriate proceedings or in another appropriate manner and if such reserve or
other appropriate provision if any, as shall be required by generally accepted accounting prineiples
shall have been made therefor.’ K

4.2, Preservation of Franchises and Existence. The Company and its Subsidiaries, except as otherwise
|
\
|

4.4, Maintenance of Properties\. Except as prevented by causes beyond its control, the Company will main-
tain or cause to be maintained in good repair, working order and condition all properties used or use-
ful in the business of the Company and any Subsidiaries.

4.5. Insurgnce. The Company will maintain or cause to be maintained with finaneially sound aud reputable
insurers, insurance with respect to its properties and business and the properties and business of any
Subsidiaries against such casualties and contingencies of such types and in~such amounts as is
customary in the case of corporations engaged in the same or a similar business or having similar

3
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ADVANCE PROOF 10/18/62

Properties similarly sitwated. The Company and each Subsidiary will also maintain war risk
insurance on its ‘insurable property, if requested by the holders of not less than 6624% in aggre-
gate principal amount of the Notes at the time outstanding, in such amounts not to exceed the insurable

' value of the properties covered thereby as such holders may specify, but shall not be obligated to obtain
or keep any suchinsurance if its Board of Direptors deems the cost unreasonable or if similar COrpoTa-
tions having similar properties are not generally carrying such insurance.

4.6. Accounts and Records. The Company and its Subsidiaries will keep books of record and aéecount in
which full, true and correct entries in accordance with generally accepted accounting prineiples will be
. made of all dealings or transactions in relation to their respective businesses. and activities,

SectioN 5. Spmoral Covenants oF COMPANY

The Company covenants and agrees that, so long as any of i&he Notes shall be outstanding:

5.1. Restrictions on Indebicdness. The Company will not itself, and will not permit any Subsidiary to,
ereate, ineur, assume, guarantee or be or remain liable in respect of any Indebtedness except

(1) Indebtedness in vespect of the Notes and the following Indebtedness of the Company:

(a) 5%% promissory note due February 19, 1967 payable to James E. Berry, originally issued
in May, 1962 and now outstanding in the unpaid prineipal amount of $ ; and

- {b) 6% promissory note due May 30, 1967 payable to International Business Machines Corpora-
tion, originally issued in May, 1962 and now outstanding in the unpaid principal amount of
$ ; ;

(2} Unsecured Current Liabilities of the Company or 2 Subsidiary, other than for money borrowed,
ineurred in the ordinary course of business, and unsecured Current Liabilities of the Company or
a Subsidiary representing amourits due within one year on Indebtedness for money borrowed
originally constituting Funded Debt permitted by any provision hereof; :

(3) Unsecured -Current Liabilities of the Company or a Subsidiary for money borrowed in the
ordinary course of business, and guaranties by the Company of the Indebtedness of a Subsidiary
permitted by this subdivision (3), provided that the aggregate unpaid prineipal amount of all
Indebtedness of all Subsidiaries permitted by this subdivision (3) shall not exceed $ at .
any one time outstanding, and provided further that any Subsidiary incurring Indebtedness
permitted by this subdivision (3) shall have no such Indebtedness outstanding for a period of at
least 60 consecutive days during each fiseal year;

(4) Liabilities of the Company or a Subsidiary for taxes, assessments, governmental charges or levies
if payment thereof is not at the time required to be made in accordance with Seetion 4.3;

(5) Indebtedness of the Company or a Subsidiary secured by liens to the extent permitted by Sec-
tion 9.2(1), Section 5.2(3) and Section 5.2(4) ;

"(6) Unsecured Funded Debt of the Company hereafter ereated, incurred or assumed, in addition to
the Notes and the Indebtedness referred to in clauses (a) and (b) of subdivision (1) above, and
Funded Debt of the Company or its Northern Ireland Subsidiary, Cameco, Limited, hereafter
created, incurred or assumed whick is secured by liens permitted by Section 5.2(2), provided
that no such Iunded Debt shall be created, incurred or assumed unless, immediately after giving

effect thereto,

(a) Consclidated Funded Debt of the Company and Subsidiaries then to be outstanding shall
not exceed 33%5% of Consolidated Net Tangible Assets of the Company and Subsidiaries; and

{b) Consolidated Net Income of the Company and Subsidiaries, before interest on Indebtedness
and provision for' taxes based on income or profits, for the five next preceding fiscal years
of the Company, shall have averaged at least 5.5 times the interest on Consolidated Funded

4
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Debt of the Company and Subsidiaries then to be outstanding and for either of the two next
preceding fiseal years of the Company shall have been at least 5.5 times such interest ;

(7) Indebtedness of the Company or a Subsidiary to a Wholly Owned Subsidiary and Indebtedness of
& Subsidiary to the Company; and - :

(8) Indebtedness of the Company or a Subsidiary on account of judgments or awards in Tespect of
which an appeal or proceedings for review shall be under consideration with no execution levied
in respeet thereof, or shall be pending and a stay of execution shall have been obtained,

Restrictions on Liens. The Company will not itself, and will not permit any Subsidiary to, create or
incur, or suffer to be created or incurred or to exist, any mortgage, pledge, lien, charge or other encum-
branee of any kind upon any of its property or assets of any character, whether owned at the date
hereof or hereafter acquired, or acquire any property of any character subject to conditional sales
agreements or other title retention contracts, except that-

(1) The Company may suffer to exist the mortgage on the engineering laboratory at the Company’s
plant in Houston, Texas securing the outstanding 624 % promissory note of the Company due
February 1, 1976 payable to The Prudential Insurance Company of Ameriea, originally issued
in ¥ebruary, 1961 and now outstanding in the unpaid prineipal amount of $ , and may
extend or renew such mortgage upon the same property, or extend or renew the Indebtedness
secured thereby, provided that the amount of such Indebtedness so extended or renewed shall
not be inereased ;

{2) The Company or its Northern Ireland Subsidiary, Cameo, Limited, may create liens on real
estate, fixed property or plant assets owned on the date hereof by the Company or such Subsidiary,
as the case may be, in the United States of America or Northern Ireland, in addition to the .
mortgage referred to in subdivision (1) above, provided that prior to or simultaneously with
the ereation of such lien all of the Notes, and any other unsecured Funded Debt of the Company
then outstanding which has been created, issued or assumed in accordance with the provisions of
Section 5.1(6) and which is entitled to the benefit of a covenant similar in effect to this covenant,
shall be equally and ratably secured by effective lien on such property so long as any such
Indebtedness is secured thereby (the Company to give prompt written notice to you if you are
then the holder of any of the Notes and to any holders of the Notes whose names and addresses
are on file with the Company of the granting of such equal and ratable security, such notice to
be accompanied by a favorable opinion of counsel, which counsel shall be satisfactory to you and
such holders, as to the 'validity and enforceability of such equal and ratable security), and,
subject to the foregoing provisions respecting equal and ratable seeurity, may extend 0T renew
any such lien upon the same property or extend or renew the Indebtedness seeured thereby, pro-
vided that in any case the amount of any such Indebtedndss so extended or rénewed shall not be
increased;

(3) The Company or any Subsidiary may create liens on real estate, fixed property or plant assets
(except machinery and equipment acquired otherwise than in connection with the acquisition of
buildings) purchased after the date hereof to secure the payment of a portion of the purchase
price of sueh property not exceeding 6624 % of the cost or fair value thereof, whichever be less,
or may acquire real estate, fixed property or plant assets (escept as aforesaid) subject to existing
liens securing Indebtedness, whether or not assumed by the Company or any Subsidiary, in an
amount not exceeding 66%3% of the cost or fair value of such property, whichever be less,
provided that '

(a) the aggregate principal amount of all Indebtedness secured by such liens at any one time
outstanding shall not exceed. $300,000 less the amount of any Indebtedness then outstanding
secured by liens permitted by subdivision (4) below;

(b) any such lien shall be limited.to the property originally subject thereto, and
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(e) any such lien shall, if not existing at the date of acquisition of such property, be created or
ineurred at the time of acquisition;

(4) The Company or any Subsidiary may create liens on transportation equipment purchased after
+ the date hereof to secure the payment of a portion of the purchase priee of such equipment or may
acquire such equipment subject to conditional sales agreements or other title retention contracts,
provided that the aggregate principal amount of all Indebtedness secured by such liens and title
retention contracts at any one time outstanding shall not exceed $300,000 less the amount of any
Indebtedness ‘phen outstanding secured by liens permitted by subdivision (3) above and further
shall not in a.ny case exceed 6624 % of the cost or fair value of such equipment, whichever be less;

(5) The Company_ror any Subsidiary may create, permit or incur or suffer to be created or incurred or
to exist (a) liens for taxes, assessments, govérnmental charges or levi;és if payment thercof .shall
not at the timé be required to be made in accordance with Section 4.3, (b) defects in and
restrictions an@ ‘enewmbrances not securing the payment of money on titles to its propertles which
do not matenally and adversely affect or interfere with the use of such properties in its business,

" (e) pledges or deposits under workmen’s compensation laws or similar legislation, (d) pledges
and deposits in connection with tenders, contracts and leases in the ordinary course of business,
(e} deposits to secure public or statutory obligations or surety or appeal bonds, (f) liens in
respect of judgments or awards against the Company or any Subsidiary in respect of which an
appeal or proceedings for review shall be under consideration with no execution levied in respeet
thereof, or shall be pending and a stay of execution shall have been obtained, or (g) attachments
remaining undischarged for not longer than 30 days from the making thereof; and

(6) A Subsidiary may create liens securing Indebtedness to the Company or to a Wholly Owned
Subsidiary.

Maimtenance of Working Cupital. Consolidated Working Capital of the Company and Subsidiaries
shall at all times be at least equal to $2,000,000 or 135% of Consolidated Funded Debt of the Company
and Subsidiaries, whichever be greater. :

Eestrictions on Dividends and Other Distributions. The Company will not at any time {a) declare
or pay any dividends (other than dividends payable solely in common stock of the Company) on any
class of its capital stoek or (b) purchase, redeem of otherwise retire any shares of its eapital stock, or
make any distribution in respeet thereof, cither direetly or through any Subsidiary (except to the
extent of the proceeds derived from the sale of capital stock of the Company subsequent to July 31,
1961}, unless, inmediately thereafter and after giving effect thereto, Consolidated Net Ineome of the
Company and Subsidiaries. acerued subsequent to July 31, 1961 (as offset’ by Consolidated Net Losses,
if any) will be greater than the aggregate of the eash paid or to be paid and the book value of all
other property applied or to be applied by the Company or any Subsidiary subsequent to July 81, 1961
in respect of all such dividends, payments, purchases, redemptions, retirements and distributions (other
than those excepted as aforesaid).

Bestrictions on Investments, Loens and Advaences. The Company will not itself, and will not permit
any Subsidiary to, purchase or otherwise acquire any stock or other securities of, or make any loan
or advanee to, any other Borporaiion, association, partnership or individual except that

(1) The Company or a Wholly Owned Subsidiary may purchase or otherwise acquire the stock or
other securities of, or make any loan or advanece to, any corporation which is or thereupon will
become a Subsidiary; and

(2) The Company or any Subsidiary may invest in obligations issued or guaranteed by the United
States of America or Canada having a maturity of not over. three years, time deposits with banks
or bankers, commercial paper, United States treasury and Canadian tax antieipation notes and
readily marketable short-term obligations of states, provinces, mumelpahtles or othér governmenial
subdivisions in said United States or Canada.

6
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Sale of Assets, Merger, Consolidation, Sale and Lease Back,

The Company will not

(1) Sell real estate, fixed property or plant assets, or permit any Subsidiary to sell real estate, fized
property or plant assets, in the United Stat('es of Ameriea or Northern Ireland unless an amount
equivalent to the net proceeds realized therefrom is pr omptly depesited by the Company or such
Subsidiary, as the case may be, in a segregated or escrow account for use in the aequisition or econ-
struetion in said United States or Northern Trelaud, as the case may be, of other real estate, fixeds
property or plant assets, such acquisitiom or constraetion to be completed within one year from
the date of sale "pmvxded that not later thau cue year from the date of sale the Company shall, to
the extent that qther real estate, fixed property or plant assets have not been so aequired or con-
structed, prepay a prineipal amount of Notes equal to such deficiency in the manner pro-
vided and at the then applicable premium for optional pr epayments thereof with premium
(exeept to the e\tent optional prepayment witheut prewiusm may then be peruiissible pursuant
to the prowsmns of Section 3.2), and provided, further, that the foregoing provisions of this sub-
division (1) shall not apply to any sale invoiving et DIU.,L-O(]S of less than $25,000 (but for this
purpose any series of related sales shall be decmed to constitute a -single sale) ;

(2) Merge into, consolidate with or sell, lease or otherwise dispose of all or sulbstantially all its
property and assets to, or permit any Subsidiary to merge iuto, consolidate with or sell, lease or
otherwise dispose of all or substantially all its property and assets to, auy other corporation, as-
sociation, partnership or individual, or permit any other corporation or other entity to merga
into it or such Subsidiary, or aequire, or permit any Subsidiary to acquire, all or substantially all
the property and assets of any other corporation, association, partuership or individual, without
first obtaining the consent provided for in Scetion 14, including your consent so long as you hold
any of the Notes, provided that nothing in this subdivision (2) shall prevent a sale by the Com-
pany or a Subsidia.ry pursuant to the provisions of subdivision (1) of this Section 5.6; or

(3) Enter into any arrangement or permit any Subsidiary to enter into any arrangement, du'ectly or
indireectly,

(a) whereby the Company or such Subsidiary shall sell or transfer any real or personal property
in order then or thereafter to lease sueh property or lease other property which the Company
or such Subsidiary intends to use for substantially the same purpose as the property being
sold or traunsferred, or

(b) whereby the Company or such Subsidiary shall lease any real property acquired or con-
structed by any owner or owners for the purpose of leasing the same to the Company or
such Submdlary on terms involving or contemplating the equivalent of a sale thereof or an
eventual nominal rental thereof.

Disposition of Insurance gnd Eminent Domain Proceeds. In the event that the Company or any Sub-
sidiary shall receive insnrance or eminent domain proceeds in excess of $25,000 in any one instance as
a result of casualties or takings affecting any real estate, fixed property or plant assets of the Com-
pany or any Subsidiar y in the United States of Amen(.a or Nerthern Ireland, an amount equivalent
to sueh proeeeds shall be prompily deposited by the Company or such Subsidiary, as the case may be,
in a segregated or escrow account for use in acquiring or construeting other real estate, fixed prop-
erty or plant assets in said United States or Northern Ireland, as the ease may be, such acquisition or
construction to be completed within one year from the date of receipt of such proceeds, provided that
not later than one year from the date of such receipt the Company shall, to the extent that other real

‘estate, fixed property or plant assets have not been so acquired or. consiructed, prepay a principal

amount of Notes equal to such deficiency in the manner provided in Seetion 3 but without premium,
provided that if any such proceeds are received in vespect of property on which there exists a mort-
gage permitted by Section 5.2 the foregoing provisions of this Section 3.7 shall be subject to whatever
provisions may be contained in such mortgage with respect to the dlsposmon of insurance or eminent

domain proceeds.
7

Photo Copy Preservation




5.8.

ADVANCE PROOF 10/18/62

Disposition of Stock or Indebtedness of Subsidiarizs. The Company will not itself, and will not per-
mit any Subsidiary to, sell, ‘assign, transfer or otherwise dispose of any shares of stocl {except direc-
tors’ qualifying shares), or Indebtedness for money borrowed, of any Subsidiary exeept to the Com-
pany or to a Wholly Owned Subsidiary and except that any disposition of such stock or Indebtedness
may be made if (a) simultaneously therewith all the shares of stoelk and all such Indebtedness of such
Subsidiary at the time owned by the Company and its Subsidiaries shall be disposed of as an entirety
and for a consideration which shall be not less than the fair value thereof and which will not include
stock of another corporation (unless immediately after the receipt of such stock such other corporation
will be or become a Subsidiary) and (b) immediately thereafter the Subsidiary so disposed of will not
hold any Indebtedness of the Company for money borrowed. In case any such disposition or dispositions
occurring during any twelve-month period shall comprise shares of stock and/or Indebtedness of an
aggregate book value of more than 5% of the Consolidated Net Worth of the Company and Subsi-
diaries, an amount equivalent to the net proceeds of said disposition or dispositions shall be promptly
wised to prepay the Notes in the manner provided and at the then applicable premium for optional
prepayments thereof with premium.

The Company will not permit any Subsidiary to issue or'sell any shaies of its stock (other than
divectors’ qualifying shares, and stoek sold pursuant to pre-emptive rights if the Company or a
Wholly Qwned Subsidiary subseribés to its share of such issue) or any of its securities (unless issued
in a transaction expressly permitted hereby), except to the Company or to a Wholly Owned Sub-
sidiary. ' ’ X

Notwithstanding the foregoing two paragraphs, the Company or a Subsidiary may sell or
otherwise dispose of shares of stoek of any Subsidiary, and any Subsidiary may sell or issue any shares
of its stoek, without vestrietion to the extent necessary to-comply with applicable law.,

SECTION 6, FINANCIAL STATEMENTS AND INFORMATION.

The Company will deliver to you so long as you shall hold any Notes, and to each holder of 15% or

more in prineipal amount of suech Notes at the time outstanding

.. (&) as soon as practicable and in any event within 30 days after the end of each of the first three

quarterly periods in each fiscal year, balance sheets as of the end of such period and profit and
loss and surplus statements for such period for the Company itself and for the Company and
_ Subsidiaries consolidated, setting forth in cach case in comparative form figures for the eorrespord-
ing period of the previous fiseal year, in duplicate and in reasonable detail and accompanied by a
statement of a prineipal financial or accounting officer of the Company to the effect that such state-
ments, in his opinion, present fairly the financial position of the Company and of the Company
and Subsidiaries consolidated at the close of such period and the results of their operations for
the period, togetlier with figures in summary form showing the financial status at the elose of such
period with respect to the restrictions countained in Sections 5.1(6),5.2(3),5.2(4),5.3,5.4,5.6(1),
5.7 and 5.8, and a certificate by such finaneial or accounting officer either
{i) stating that to the best of his Enowledge there exists no condition or event which constitutes
an HEvent of Default (as defined in Section 11) or which, after notice or lapse of time or
both, would constitute such an Event of Defanlt, or
{11) specifying the nature and period of existence of any such condition or event and what action
the Company is takitig or proposes to taks with respect thereto;

(b) as soon as practicable after the end of each fsczl year and in any event within 90 days thereafter,
balance sheets as at the end of such year and profit and loss and surplus statements for such year for
the Company itself and for the Company and Subsidiaries consolidated, setting forth in each case
in comparative form figures for the previcus ssea year, in duplicate and all in reasounable detail
and accompanied by a report of Arthur Andersen & Co., or-otlter independent public accountants
of recognized standing selected by the Colupany and satisiactory to you, to the effeet that such
statements, in their opinion, present fairly the financial position of the Company and of the Com-
pany and Subsidiaries consolidated at the close of such year and the results of their operations

8
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for the year, in accordance with generally accepied accounting principles, together with fizures in
summary form showing the financial statns at the elose of such year with respect to the restrictions
contained in Sections 5.1(6), 5.2(3), 52(4) 5.3, 5.4, 5.6(1), 5.7 and 5.8, and a report of said
accountants

(1) stating that in making their examination of such financial statements they have (except as spe-
cified by them) obtained no notice of the existence of any condition or event which constitutes
an Bvent of Default as defined in Section 11 or which, after notice or lapse of time or both,
would constitute such an Event of Default; and

{ii) specifying the nature and permd of existenee of any sueh condition or event of which they
have obtained notice;

{c) on, or not more than 30 days before, March 1 in each year beginning with the year 1963, a cer-
tificate of the Company, signed by its Treasurer or an Assistant Treasurer as to insurance af the
time in foree as required by Seetion 4.5, specifying the amount and character of coverage, identi-
fymzr the type of insurance and eertlfymo- to the payment of all current premiums;

(d

St

pmmptly upon reeeipt. thereof, ecopies of all detailed reports submitted to the Company by inde-
pendent accountants on the financial position or results of operations of the Company or of any
of its Subsidiaries;

(e) promptly upon transmission thereof, copies of all financial statements and reports sent by the Com-
pany to its stockholders and of regular and periodic reports, if any, filed by it with the Securities
and Exchange Commission or any governmental authority succeeding to the functions of such
Commission.; and ‘

(f) with reasonable prompiness, sueh other data and information as from time to time may he reason-
ably requested by you or any such holder of the Notes.

You shall be free to exhibit or deliver any financial statements, information or reports furnished {o you
pursuant to this Agreement to any regulatory body or commission to the jurisdietion of which you are
at the time subjeet or to any recognized association of life insurance companies of which you are at the
time a member, So long as you hold any of the Notes, any of your authorized representatives shall
also have the right at your expense to visit and inspeet any of the properties of the Company and of
any Subsidiary, to examine their books of account and take notes and make transeripts therefrom,
and to discuss their affairs, finances and accounts with, and be advised as to the same by, then‘
officers, all at reasonable times and intervals, provided that all confidential information so acquired
shall be kept confidential, and provided, further, that any sueh right may be denied if and to the
extent that the exercise thereof either might result in the disclosure of any trade secrets or seecret
processes or would be, in the reasonable opinion of the Company, detrimental to the business of the
Company or any Submdlary

SEcTION 7. REPRESENTATIONS AND WARRANTIES.
The Company represents and warrants to you that:

1.1. Organization and Good Sitanding of Company. The Company is a corporation duly organized and
validly existing and in good standing under the laws of the State of Texas and has all reguisite
eorporate power and authority to carry on its business as now conducted and is duly qualified or Ii-
censed to conduct its business in all places where sueh qualification or license is required.

7.2. Subsidiaries of Company. The Company has five Subsidiaries, as follows:

Name Incorporated under laws of
Cameo, Limited A Cazada
Camco, Limited Northern Ireland
Camco de Mexico, S. A. ) Mexico
Servieios Petroleros de Linea, S. A. Mexico
A-Z Export, 8, A, Venezuela
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Each such Subsidiary is duly organized and validly existing and in good standing under the la.ws of
its state or country of ineorporation and has all requisite corporate power and. authority to earry
on 1ts business as now conducted and is duly qualified or licensed to conduect its” business in all
places where such gualification or license is required. All of the issued and outstanding shares of
capital stock (except directors’ qualifying shares) of each such Subsidiary, other than A-% Expoit,
8. A, are owned by the Company free and clear of all liens, pledges or encumbrances and have been
duly and validly issued and are fully paid and non-assessable. The Company owns 80% of the
issued and outstanding shares of capital stock of A-Z Export, 8. A., free and clear of all liens,
pledges or encumbranees and such shares have been duly and validly 1ssued and are fully paid and
nocn-assessable.

-
o3

. Financial Statements. The Company has furnished you with the following financia) statements:

{(a) balance sheets of the Company as at the end of each of its last seven fiscdl years, all certified
by independent public accountants; and

(b) balance sheets of the Company and its then Subsidiaries consolidated as at the end of such
fiseal years and statements of income of the Company and such Subsidiaries for such fiscal years,
likewise certified by independent public accountants.

Such financial statements are eomplete and correct and have been prepared in accordance with gener-
ally accepted accounting principles consistently followed throughout the periods covered by such state-
ments and fairly present the financial condition and the resuits of operations of the Company and of
the Company and its then Subsidiaries consolidated at the dates and for the periods indicated respec-
tively,

7.4. Financial Condition. There has been no change in the assets or Habilities or condition (financial or
otherwise) or business of the Company and its Subsidiaries from that set forth or reflected in sueh
consolidated balance sheet as at July 31, 1902, other than changes in the ordinary eourse of business,
noue of which individually or in the aggregate has materially and adversely affected the propertles
or operations of the Company and its Subsiciaries as a whole. '

The average net earnings of the -Company during the seven fiscal years next preceding the date
of this Agreement have been not less than four times the fixed charges of the Company. The terms
referred to in this paragraph shall have the same meanings assigiied to them in paragraph 144 of See-
tion 63 of Chapter 175 of the General Laws of. Massachusetts.

7.0, Tatle to Propeiiies; Leases. The Company and each of its Subsidiaries has good and marketable title
to its properties and assets, ineluding ihe properties and assets refiected in such consolidated bal-
ance sheet as at July 31, 1962 (except those disposed of sinee that date in the ordinary course
of business), subject to no mortgage, pledge, lien, cn'u'"e or other encumbrance or defeet except those
which ave of the character permitted under Section 5.2 , or which in the aggregate are not substantial
in amount and do not materially detract from the va.lue of the properties or assets subject thereto or
maferially impair the operations of the Company and its Subsidiaries as a whole., The Company and
its Subsidiaries enjoy peaceful and undisturbed possession under all leases under which they operate,
none of which eontains any unusual and burdensome provision which is likely to materially and .ad-
versely affect or impair their operations as a whole, and all such leases are valid and subsisting and in
full force and effect.

-1
F‘:

Taxr Eeturns and Payments. All tax returns and reports of the Company and each of its Subsidiaries
considered to be required by law to be filed have been duly filed, and all taxes, assessments and
other governmental charges (other than any currently being or to be eontested in good faith) upon
the Company and its Subsidiaries or upon any of their properties of assets which are due and
payabie have been paid! All Federal income and exgess profits tax returns of the Company have

been andited by the Internal Revenue Service for all fiscal vears through- , and the
results of such audits are fully refiected in the financial statements referred to in Section 7.3. The
10
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charges, aceruals and reserves on the books of the Company in respeet of Federal taxes for all fiseal
years sinece », are considered adequate, and the Company does mot know of any
actual or proposed additional assessments against it for the fiscal years sinee that date which are not
adequately covered by reserves.

1.7. Permits, Licenses, Patents and Trade-marks. The Company and its Subsidiaries have adequate per-
mits and. licenses, patents and patent rights, trade-marks and trade names to allow them to- conduet
their respective businesses as now conducted, subject to no unusual and burdensome restrictions
which materially and adversely affect or impair their operations as a whole.

7.8. Litigation, There is no action, proceeding or investigation pending or, to the knowledge of its offi-

cers, threatened against the Company or any of its Subsidiaries which might result in any material
adverse change'in the property, assets or business or condition (financial or otherwise) of the Com-
pany and its Subsidiaries as a whole or in any liability on their part (not covered by insurance)
exceeding an aggregate of $50,000 in amount or value or which guestions the validity of the Notes or
of this Agreement or of any action taken or to:be taken by the Company pursuant to or in connection
“with this Agreement. : ’

7.9. No Burdensome Agreements. Neither the Company nor any of its Subsidiaries is a party te any
indenture, contract, agreement or other instrument, or subject to any provision of its charter or by-
laws. or any order, regulation or demand of any municipal or governmental agency, authority or body,
any term of which materially and adversely affects their financial condition, properties or operations
as .a whole.- ' )

-

7.10. Compliance with Other Instruments. The eonsummation of the transaction contemplated by, and
eompliance with the provisions of, this Agreement will not result in a breach in any of the terms,
conditions or provisions of, or constitute a default under, or result in the creation of any lien or en:
cumbrance upon any properties of the Company or of any of its Subsidiaries pursuant to, any
charter provision, by-law, indenture, contract, agreement or other instrument to which the Company
or any of its Subsidiaries is a party or by which the Company or its properties or any of its. Subsidi-
aries ot their properties may be bound or affected and, to the best of its knowledge, neither the Com-
pany nor any of its Subsidiaries is in default in any material respect under any provision of its
charter or by-laws. or any such indenture, contract, agreement or other instrument or any order,
regulation or demand of any municipal or governmental agency, authority or body.

7.11

Legal Status of Company and Subsidiaries. Neither the Company nor any of its Subsidiaries is a
holding company or a .subsidiary of a registered, holding company as defined in the Publie Utility
Holding Company Act.of 1935. The Company is not, and since April 10, 1940, has not been, con-
trolled by any national of any foreign country designated in Presidential executive orders 8389 or
9193, as amended, within the meaning of either such executive order, as amended, or any regulation
issued thereunder,

SectTion 8. ExXEupPT CHARACTER OF TRANSACTION.

You represent to the Company that you have no present intention of selling, negotiating or otherwise
disposing of the Notes to be acquired by you, provided.that the disposition of your property shall at all
times be within your control. The, Company represents that_it has not, either directly or through any
agent, offered any Notes for sale to or solieited any offers to buy any Notes (ineluding for the purposes of
this Section oniy any similar notes). from, or otherwise approached or negotiated in respect of any Notes
with, anyone other than you and other institutional investors.

"

Secriox 9. CoNpiTioxs To PURCEASER'S OBLIGATION. -

Your obligation to purchase the Notes to be acquired by you shall be subject to the performance by the
"Company of all of its agreements to be ‘performed at or before the Closing and to the accuracy of its repre-

11
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sentations and warranties herein contained and to the satisfaction, at or prior to the Closing, of the following
further conditions:

9.1. Legal Opinions.

(a) You shall have received from Messrs. Choate, Hall & Stewart, your special counsel in this trans-
action, their .opinien in form, scope and substance satisfactory to you to the effect that:

(i) the Company is duly organized and validly existing as a corporation in good standing under
the laws of the State of Texas with adequate corporate power to enter into this Agree-
ment and issue the Notes;

(ii) this Agreement has been duly authorized by proper corporate action and has been duly
executed and delivered and constitutes a valid and legally binding agreement on the part
of the Company enforceable in accordance with its terms, subject to bankruptey, insolvency
and other similar laws of general application affecting the rights and remedies of ereditors;

(iii) the Notes have been duly authorized by proper corporate action and have been duly exe-
cuted, issued and delivered and constitute valid and legally binding obligations of the Com-
pany enforceable in accordance with their terms;

(iv) no authorization, approval or consent on the part of any public body or authority, Federal,
state or local, is required to be obtained by the Company in connection with the exeeution
and delivery of this Agreement or the issue of the Notes as contemplated herein; and

(v) the offering, sale and delivery of the Notes under the circumstances outlined in thjs Agree-
ment constitute an exempted transaction under the Securities Act of 1933, and therefore
registration of the Notes with the Securities and Exchange Commission is not required by
the provisions of said Act and qualification of this Agreement under the Trust Indenture
Act of 1939 is not required and sinee you are acquiring the Notes for investment and not for
resale or distribution, if you should in the future deem it expedient to sell any of the Notes
or any Notes issued in exchange therefor (which you do not now contemplate or foresee),
such sale will be an exempted transaction under the Securities Aect of 1933 as now amended,
and therefore such sale would not of itself require registration of the Notes or such other
Notes with the Securities and Exchange Commission under the provisions of said Act as now
amended or qualification of this Agreement under the Trust Indenture Act of 1939 as now
amended, except that such registration (but not such qualification) might be required if at
the time of such sale you direetly or indirectly control, are controlled by or are in common
control with the Company and sueh sale is made through an ‘‘underwriter’® as defined in
said Securities Aet as now amended; and

(b) You shall have received from Messrs. 'ulbright, Crooker, Freeman, Bates & Jaworski, counsel for
the Company, their opinion in form, seope and substance satisfactory to yow and your special
counsel to the same effect as provided in items (i) through (v) of subdivision (a) above and also
to the effect that:

(vi) all of the outstanding shares of capital stock of each Subsidiary are owned by the Com-
pany (except for certain direetors’ qualifying shares and a 20% minority interest in A-Z
Export, S. A.), free and clear of liens, pledges or encumbrances and have been duly
authorized and issued and are validly outstanding, fully paid and non-assessable;

(vii) the Company has all requisite corporate power and authority to earry on its business as it
is now condueted and is duly -qualified or licensed by all requisité governmental authorities
to conduct its business in all places Where such qualification or license is required ;

(viii) such counsel are familiar with the acquisition by the Company of its major real prop-
erties reflected in the balance sheet of the Company as at July 31, 1962 and, on ihe
basis therecof and of certificates of officers of the Company, opinions of local counsel and
polieies of title insurance companies previously rendered, are of the opinion that the Com-
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pany has good and marketable title to its major real properties, free and clear of mort-
gages, pledges, liens, charges and encumbrances except to the extent mentioned in Seetion
7.5 and except defeets which, in the opinion of the management, do not materially and
adversely affect or interfere with the proper conduct of its business;

(ix) counsel have no knowledge of any actions, suits or proceedings, pending or threatened
against the Company or any of its Subsidiaries, at law, in equity or before or by any
governmental authority, domestie or foreign, which is Iikely to result in any raterial
and adverse change in their properties, assets, business or condition (financial or otherwise)
as & whole; and

(x) there is no condition or provision in the charter or by-laws of the Company or any of its
Subsidiaries and counsel have no knowledge of any condition or provision in any ‘indenture,
contract, agreement, or other instrument to which the Company or any of its Subsidiaries
is a party or by whieh the Company or its properties or any of its Subsidiaries or their
properties may be bound or affected under whieh the issue and sale of the Notes or compli-
ance with the provisions of the Notes and of this Agreement would result in a breach there-
of, or eonstitute a defaunlt thereunder, or result in the creation of any lien or encumbrance
upon any properties of the Company or any of its Subsidiaries pursuant thereto.

The foregoing opinions of counsel shall also cover such. other matters incident to the transaction
contemplated by this Apreement as you may reasonably request.

9.2. Documents Satisfactory. All documents incident to the making of this Agreement and the issue and
delivery of the Notes and. all proceedings to be taken in connection with the transaction contemplated
by this Agreement and to be performed at or prior to the Closing shall be satisfactory in form and
substance to you and your speeial counsel; and you shall have received properly certified or attested
copies of the reeords of c(')rporate proceedings and of all other documents in connection with said
transaction which you may reasonably request; and the Company shall have furnished or made avail-
ableto your special counsel such documents as tliey may reasonably request for the purpose of enabling
them to pass upon all legal phases of said transaction, including such speeial opinions of counsel for the
Company as your speeial counsel deem necessary.

9.3. Represcnta%imw and Warranties True at Clostng. The representations and warranties of the Company
contained in Sections 7 and 8 and otherwise made by or on behalf of the Company in writing in con-
nection with the transaction contemplated hereby shall be true in all materla.l respects at and as of the
Closing,

9.4. No Event of Defaulf. There shall exist at the Closing no condition or event which would constitute an
Event of Default as defined in Section 11 or which, after notice or lapse of time or both, would consti-
tute such an Event of Defanlt. '

9.5, Performance by Company. The Company shall have performed and complied with all agreements and
conditions contained herein required to be performed or complied with by it prior to or at the Closing.

9.6. Compliance Certificate. The Company shall have delivered to you a certificate dated the date of the
Closing signed by its President or a Viee President and its Treasurer or an Assistant Treasurer, certi-
fying in form satisfactory to you and to your speeial counsel that the conditions specified in Sections
9.3, 9.4 and 9.5 have been met, such certificate to state in particular, without limiting the generality of
the foregoing, that the -i/;% and 6% mortgage notes referred to in Sechon 2 have been retired
simultaneously with the issuance and sale of thé Notes hereunder.

-

13

Photo Copy Preservation




TP Ny S ey o1 4

v, o o T :
el AT e iy T b T . LA

ADVANCE PROOF 10/18/62

SecTION 10. EXCHANGE oF NOTES; APPOINTMENT OF TRUSTEE.

10.1. EBzchange for Notes of Other Demominations. At any time at the request of any holder of the Notes

and upon surrender of the Notes for such purpose to the Company at its exceutive office in Houston,

" Texas, the Company at its expense will issue in exchange therefor new Notes in such denominations

(of $1,000 and integral multiples thereof) as may be requested in aggregate prineipal amount equal

to the unpaid principal amount of the Notes surrendered and substantially in the form of the Notes

«  with appropriate revisions and dated as of the day to which interest has been paid on the Notes sur-

rendered. The Company may require payment of a sum sufficient to eover any.stamp tax or govern-
mental charge imposed in respéct of any sueh exchange,

10.2. Appointment of Trustee. In the event that the Notes become secured pursuant to the provisions of
Section 5.2(2), the Company will at your request, or the request of the holders of not less than 6624 %
in aggregate principal amount of the Notes at the time outstanding, appoint a bank or trust company,
designated by you or such holders, as trustee to hold and administer such security for the benefit of
the holders of the Notes and the holders of any other Indebtedness which may be secured thereby;
and the Company will take all such action as may be necessary or desirable on its part to effectuate
the transfer of such security to said trustee and will bear all expenses in connection therewith,

SEcTION 11. DrrFauLr.

. If any of the following events (herein called ‘“Events of Default'’) shall oecur:
. -4 i
(a) if the Compiny shall default in the payment of any part of the principal of or the premium on the
Notes when the same shall’ become due and payable, whether at maturity or at a date fixed for
payment or prepayment or by acceleration or declaration or otherwise; or

(b) if the Company shall default in the payment of any installment of interest on the Notes for more
than 5 days after the same shall become due and payable; or

(¢} if the Company or any Subsidiary shall default either in the payment of the principal of or pre-
mium, if any be due and payable, or interest on any Indebtedness for borrowed money (other than
the Notes) or in respeet of any of the provisions of any evidence of Indebtedness for borrowed
money (other than the Notes) or any agreement (other than this Agreement) under which any
.such evidenes of Indebtedness may have becn issued, and such_defaunlt shall continue for more
than the period of grace, if any, therein specified; or

(d) if the Company or any Subsidiary shall make an assignment for the benefit of ereditors or shall
admit in writing its inability to pay its debts as they become due; or

(e) if the Company or any Subsidiary shall file a voluntary petition in bankruptey, or shall be
adjudicated a bankrupt or’ insolvent, or shall file any petition or answer seeliing for itself any
reorganization, arrangement, composition, readjustment, liquidation, dissolution or similar relief
under any present or future statute, law or regulation, or shall file any answer admitting or
failing to deny the material allegations of a petition filed asainst the Company or any Sub-
sidiary in any such proceeding, or shall seek or consent to or acquiesce in the appointment of
any trustee, receiver or liquidagor of the Company or any Subsidiary or of all or any substantial
part of the properties of the Company or any Subsidiary; or :

(f) if a decree or order by a court kaving jurisdiction in the premises shall have been entered approv-
ing as properly filed a petition secking reorganization of the Company under the federal banl-
ruptey laws or any other appiicable law of the United States of America or any state thereof, or
appointing a receiver or’ trustee or assignee in bankruptey or insolveney of the Company or its
property, or directing the winding up or liquidation of its affairs and such decree or order shall
have continued undischarged or unstayed for a period of 30 days; or
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(g) if any representation or warranty made by or on behal? of the Company herein or otherwise in
writing in connection'with the transaction contemplated hereby shall prove to have been false or
incorreet in any material respect on the date as of which made, and shall not have been remedied
.in. all material respects within 30 days after the date as of which made; or

(h) if the Company shall default in the performance of or compliance with any promise, condition or
term contained in Sections 5.1, 5.2, 5.4, 5.6, 5.7 or 5.8; or

(1) if the Company shall default in the performance of or compliance with any promise, condition or
term contained in Seetion 5.3, and such default shall not have been remedied in all material .
respects within 30 days after the date as of which made; or

(i) if the Company shall default in the performance of or eompliance with any other promise, condi-
tion or term contained in this Agreement, and such default shall not, within 30 days after notice
thereof shall have been received by the Company from any holder of the Notes outstanding here-
under, have been remedied in all material respeets; or

(k) if a final judgment which, with other- outstanding final judgments against the Company and any
Subsidiaries, exceeds an aggregate of %50,000 in amount or value (not covered by insurance)
shall be rendered ageinst the Company or any Subsidiary and if within 90 days after entry
thereof such judgment shall not have been discharged or execution thereof stayed, or if within
45 days after the expiration of any such stay such Judgment shall not have been discharged ;-

then and in any such Bvent of Default other than an Event of Default specified in clause (a) or (b) above
either you, so long as you shall hold any of the Notes, or the holder or holders of not less than 6625 % in aggre-
gate principal amount of the Notes at the time outstanding, and in an Event of Default specified in elause
(a} or (b) above any holder of the Notes, shall, unless such Bvent. of Default shall have then been made
good or cured, have the option by written notice to the Company to deelare the Notes to be due and
payable, whereupon all the Notes shall forthwith mature and become due and payable without presentment,
demand, protest or notice of any kind, all of which are hereby expressly waived, anything contained herein
or in the Notes to the contrary notwithstanding, This ‘provision, however, is subject to the condition that, if
at any time after the prineipal of the Notes shall have become due and payable, by declaration as aforesaid,
and -before any judgment or decree for the payment of the moneys so due, or any thereof, shall have been
entered, all arrears of interest upon all the Notes and all othier sums payable under the Notes (except the
prineipal thereof which by sueh deeclaration shall have become payable) shall have been duly paid, and every
other default and Event of Default shall have been made good or cured, then and in every such case the
holder or holders of not less than 66%4% in aggregate prineipal amount of the Notes at the time outstand-
ing may, by written instrument filed with the Company, rescind and annul such declaration and its con-
sequences; but no such reseission or annulment shall extend to or affect any subsequent default or Event
of Default or impair any right consequent thereon.

Section 12. ReMEDIES o DEFAULT.

12.1. Enforcement by Noteliolders. In case one or more Events of Default shall happen and be continuing
the holder or holders of any of the Notes may proceed to proteet and enforee his or their rights in any
manner provided by law. Any remedy conferred on such holder or holders by this Agreement or by
law, in equity or otherwise, shall. be deemed cumulative and not exelusive of any other remedies avail-
able to the holder or holders of the Notes, and, except as hevein specifieally provided to the contrary, no
delay, course of dealing, or omission by them in the exercise of any right or power aceruing to them
upon the happening of any Event of Default shall operate to impair any such power or right or be
construed to be a waiver thereof or of any such default. A +waiver of any Event of Default or any
failure of performance of this Agreement shall not be construed as applying to any future or other
Event of Default or failure of performanee. :

12.2. Waiver by Company. To the extent permitted by applieable law, the Company hereby agrees to waive,
and does hereby absolutely and irrevoeably waive and relinquish the benefit and advantage of any
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valuation, stay, appraisement, extension or redemption laws now existing or which may hereafter exist,
and wlnch but for this provision, might be applicable to any sale made under the judgment, order or
deeree of any court, or otherwise, based on the Notes or on any claim for interest on the Notes.

Costs of Collection and Notices. If default be made in the payment of any prineipal of or premium, if
any, or any interest'on any of the Notes, the Company will pay to the holder thereof sueh further
amount as shall be sufficient to cover the cost and expenses of colleetion, including but not limited to
reasonable attorneys’ fees, If any holder of the Notes or of any other Indebtedness of the Company
for money borrowed shall serve any notice or demand or take any other action in respect of a elaimed
default, the Company will forthwith give written notice to all holders of the Notes deseribing the

!

SectioN 13. DzrFINITIONS,

13.1.

13.3.

As used herein the following terms have the following réspective meanings:

The term ‘‘Subsidiary’’ means a corporation a majority of either the voting stock or the ecommon
stock of whieh is at the time owned or controlled, directly or indireetly, by the Company or one or
more of its Subsidiaries or both. Tor this purpose the term ‘‘voting stock’’ means stock of any clasg
or elasses (however designated) the holders of which are at the time entitled as such holders to vote for
the election of a majority of the dircctors of the corporation, whether or not by reason of the hap-
pening of a contingency, and the term ‘‘common stock' means stock of any class or classes (however
deslrrnated) the holders of which are ordinarily and generally, in the absence of contingeneies, entitled
to vote for the election of a majority of the directors of the corporation even though the right to do so
has been suspended by the happening of a contingency. The term ‘‘Wholly Owned Subsidiary’’ means
a Subsidiary all of the outstanding stock (of every class and having whatever rights other than
directors’ qualifying shares) of whieh, and all Indebtedness for money borrowed of which, are at the
time owned by the Company or one or more of its Wholly Owned Subsidiaries or both.

The term ‘‘Indebtedness’’ means (i) all items, except capital stock and surplus and segregations of
surplus, whether in the nature of general eontingency reserves or otherwise, which in aceordanee with
generally accepted accounting prineciples would be included on the liability side of the balahce sheet
as of the date as of which Indebtedness is to be determined, (ii) all indebtedness, oblizations and
liabilities, secured by mortgage, pledge or lien existing on property owned subjeet to such mortgage,
pledge or lien whether or not such indebtedness, obligations or liabilities have been assumed, and (iii)
all guaranties, endorsements (other than for eolleetion or deposit in the ordinary course of business)
and other confingent obligations to purchase or otherwise aequire or beecome liable upon or in respect
of the indebtedness, obligations or liabilities of others.

The term ‘‘Current Assets’’ means (i) readily available cash and cash items in United States eur-
rency (or in foreign currency converted at the appropriate exchange rate) on hand or in transit or
on deposit with a bank or trust company, (ii) aceounts receivable payable on demand or within one
year from the date as of which Current Assets are to be deiermined and not renewable or extendable
by the terms thereof at the opiion of the debtor beyond such year, taken at their face value less
reserves determined to be sufficlent in accordanee with generally accepted accounting prineiples,
(iil) inventories taken at cost or market, whichever is lower, (iv) readily marketable securities taken
at eost or market, whichever is lower, (v) the eash surrender value of life insurance policies, and (vi)
sueh other assets as may properly be classified as Current Assets in accordanee with generaily
aceepted aceounting prineiples, provided that any assets which are pledged to secure, or deposited
as séeurity for or for the purpose of paying, any eclaim-or obiigation avhich is not included in Current
Liabilities shall be excluded. The term ‘‘Consolidated Current Assets of the Company and Subsidi-
aries’’ means the Current Asseis of the Company and Subsidiaries determined_on a consolidated basis
in accordance with gencrally accepted aceounting prineiples.
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134. The term ‘“‘Current ILiabilities’’ ‘means all Indebtedness maturing on demand or within one year
from the date as of which Current Liabilities are to be determined and ot renewable or extendable by
the terms thereof at the option of the debtor beyond such year (including, without limitation, amounts
payable within such year in respect of prineipal or premium, if any, on the Notes or on any other
Indebtedness unless contingent and not then determinable) and such other liabilities as may be properly
classified as Current Liabilities in acecordance with generally aceepted accounting principles. The
term ‘‘ Consolidated Current Liabilities of the Company and Subsidiaries’’ means the Current Liabili-
ties of the Company and Subsidiaries determined on a consolidated basis in acecordance with generally
accepted accounting prineiples.

13.5. The term ‘‘Consolidated Working Capital of the Company and Subsidiaries’’ means the execess of
Consolidated Current Assets over Consolidated Current Liabilities of the Company and Subsidiaries,
after eliminating the interest of minority stoekholders in Subsidiaries in such Consolidated Current
Assets and Consolidated Current Liabilities. .

13.6. The term ‘‘Funded Debt’’ means all Indebtedness other than Current Lisbilities. The term ““Con-

solidated Funded Debt of the Company and Subsidiaries’’ means Funded Debt of the Company and

- Subsidiaries, including the Notes, determined on a consolidated basis in aceordance with generally
accepted accounting prineiples.

13.7. The term ‘‘Consolidated Net Tangible Assets of the Company and Subsidiaries’’ means the excess of
(a) the total of all assets appearing on a consolidated balance sheet of the Company and Subsidiaries
prepared in accordance with generally accepted accounting prineiples, less the following:

(1) reserves for depreciation and other asset valuation reserves;

(2) intangible assets such as good will, trade-marl;:s, brands, trade names, patents and unamortized
debt discount and expense;

(8) the excess of the purchase price paid for the assets or stock of any going concern aequired over
the value assigned on the Company’s books (or, if such concern is operated as a Subsidiary, on
the consolidated baldnee sheet of the Company and Subsidiaries) to the assets or stock of such
concern so aequired other than any items mentioned in elanse (2) above;

(4) appropriate deduction for the interest of minority stockholders in Subsidiaries; and

(5) the amount, if any, at which capital stock of the Company appears as an asset;

over (b} the amount at which Consolidated Current Liabilities appear on such consolidated balance
sheet.

13.8. The term ‘‘Consolidated Net Worth of the. Company and Subsidiaries’’ means the sam of the amounts
appearing on a consolidated balance sheet of the Company and Subsidiaries prepared in aceordanece
with generally accepted accounting principles as eapital stock and as eapital, paid-in and earned sux-
plus and surplus reserves after deducting therefrom intangible assets such as good will, trade-marks,
brands, trade names, patents and unamortized debt discount and expense and after making appropriate
deduction for the interest of minority stockholders-in Subsidiaries.

13.9. Tke term ‘‘Consolidated Net Income of the Company and Subsidiaries’’ means for any period the net
income of the Company and Subsidiaries, after all proper charges and reserves, determined on a con-
solidated basis in accordance with generally accepted accounting prineiples, after making appropriate
deduction for the interest of minority stoelholders in Subsidiaries, provided that gains and losses
on the sale or other disposition, not in the ordinary course of business, of ‘investments and other
capital assets shall be excluded. -
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SecrioN 14. I\Ionmcn'rm\' CF AGREEME\J’T

The provisions of this Agrcement may be amended or compliance with this Arrroement waived at any
time by the written consent of holders of not less than 665456 in aggregate prineipal amount of the Notes at
the time outstanding, provided that copies of such amendment are given the holders of Notes who dé not
participate in sueh consent and have filed their names and addresses with the Compa.ny, and provided
further that no such consent shall be effective to (i) reduee the principal of or premium or interest on any
of the Notes or to change any date fixed for the payment of any principal, premium or interest without the
consent of the holder thereof, or (ii) reduce the aforesaid principal amount of the Notes, the consent of
holders of which is required to amend or waive compliance with this Agreement, without the consent of the
holders of all of the Notes then outstanding. '

Secrioy 15. BxPENSES; STap Taxes.
¢+ Whether or not the transaction herein contemplated shall be consummated, the Company will pay:

(a) all costs and expenses of the.issue of the Notes and of the Company’s performance of and com-
plianee with all agreements and conditions contained herein on its part to be performed or com-
plied with;

(b) the cost of delivering to your home office and insuved to your satisfaction the Notes purchased

by you at the Closing and any Notes delivered to you upon any exchange or delivery pursuant to
Seétion 10 and of delivering the Notes to the Company insured to your satisfaction if delivered

pursuant to Section 10; and

{e) the reasonable fees and expenses and disbursements of your special counsel in connection with
the subject matter of this Agreement,

The Company further agrees that if, under any law in effect on the closing date, or under any retro-
active provision of any law subsequently enacted, it shall be determined that any Federal tax is payable in
respeet of the original issue of any of the Notes, then it will pay any sush tax and penalties, if any, and will
indeninify you against, and save yon harmless from any loss or damage resulting from or arising out of the
nonpayment or delay in payment of any such tax, If any sueh tax or taxes shall be assessed or levied against
you, or any other holder of any of the Notes, you, or such other holder, as the case may be, may notify the
Company and make immediate payment thereof, to"ether with interest or penalties in connection therewith,
and shall thereupon be entitled to and shall receive Immediate reimbursement therefor from the Com-
pany. Notwithstanding any oiher p10v1s1on confained in this Agreement, the covenants and agreements
of the Company in this Section 15 shall survive payment of the Notes.

SecToN 16. NoOTICES.

All notices, requests, consents’and other communications hereunder shall be. in writing and shall be
delivered or mailed by first class mail, postage prepaid :
(a) if to you, at your address as set forth at the beginning of this Agreement or at such other address as
may be furnished to the Company by you in writing; or
{b) if to any other holder of the Notes issued hereunder, at such.address as has been furnished to the
Company in writing by such holder; or

(e) if to the Company, at 7010 Ardmore Street, Box 14484, IIous.,on 21, Texas, or at such other address
as the Company may furnish.to you in writing,

Section 17. SURVIVAL OF REPRESENTATIONS AND MWARRANTIES.

All representations and warranties eontained herein or made in writing by or on behalf of the Com-
pany in connection with the transaction contemplated hereby shall survive the execution and delivery of

18

Photo Copy Preservation




ADVANCE PROCF 10/18/62

this Agreement and the sale and purchase of the Notes and payment therefor. :All statements contained
in any certifieate or other instrument delivered by or on behalf of the Company pursuant hereto or in con-
nection with the transaction  contemplated hereby shall constitute Tepresentations and warranties by the
Company hereunder.

. -
SecTioN 18. PARTIES I INTEREST.

Except where the context otherwise provides, ali the terms and provisions of this Agreement shall be
binding upon and inure to the benefit of and be enforceable by the respective successors and assigns of the
parties hereto, whether so expressed or not, and, in particular, shall inure to the benefit of and be enforce-
able by the holders at the time of the Notes issued hereunder,

Secrion 19. CoUNTERPARTS.

This Agreement may be executed simultaneously in two or more counterparts, each of which shall be
deemed -an original, but all of which together shall constitute one and the same instrument,

If you are in agreement with the foregoing, please sign the form of acceptance on the 'enclosed counter-
part of this letter, whereupon this letter shall become a binding contract between you and the Company. Please
then return such counterpart to the Company.

Yours very truly,

CAMCO, INCORPORATED

President

The foregoing Agreement is hereby
accepted as of the date thereof.

JoEN HaNcock MuTuaL LIFE INSURANCE COMPANY
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EXHIBIT A
CAMCO, INCORPORATED

5% % Notes due November 1, 1982

Boston, Massachusetts
, 19

FOR VALUE RECEIVED, the undersigned, Cameo, Incorporated, a Texas corporation (hereinafter
referred to as the ‘‘Company’’), hereby promises to pay to .
or order, the prineipal sum of & on November 1, 1982, with interest on the unpaid balance of such
prineipal sum from the date hereof at the rate of 9Y2% per annum until the principal shall beecome due and pay-
able (whether at maturity or at a date fixed for Payment or prepayment or by aceeleration or declaration or
otherwise}, payable semi-annually on the first days of May and November in each year, and with interest on any
overdue principal (ineluding any overdue prepayment of prineipal) and on any premium, if any be due and
payable, and, to the extent legally enforceable, on any overdue installments of interest, at the rate of 6% per
annum until paid, payable semi-annually as aforesaid or, at the option of the holder hereof, on demand.

Payments of prineipal, premium and interest shall be made in lawful money of the United States of America
at the prineipal offiece of The First National Bank of Boston.

This Note is issued pursuant to a certain Note Agreement dated as of October » 1962, between the Com-
pany and the payee named above and, to the exteni set forth in such agreement, the payee and each subsequent
holder hereof is entitled to the benefits thereof. This Note is subject to prepayment, in whole or in part, in cer-
tain eases with a premium and in other cases without premium, all as specified in such agreement.

In case an Event of Defanlt as defined in such agree'ment shall oceur, the prineipal of this Note may become
or may be declared due and payable in the manner and with the effect provided in sueh agreement.

The parties hereto, including the Company and all endorsers of this Note, hereby waive presentment,
demand, notice, protest and all other demands and notices in connection with the delivery, acceptance, perform-
ance or enforcement of this Note,

CAMCO, INCORPORATED

By T T Creri s raraea trsases
President
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Box 14434
Houston 21, Texas
September 9, 1962

Mr. George H. W. Bush
Zapata Offshore Company
Houston Club Building
Houston, Texas

Dear George:

Half of our stock options, mine included, expired on
September 1, and the rest expire on September 30, 1962.
I suggest that all the existing options be canceled and

the following five-year options be granted in their places.

suggested Stock Options

President . McGowen 10,000
Vice-Pres. Pearce 4,000
Vice-Pres. Edwards 4,000
Vice-Pres. Greer 2,000
Vice-Pres. Tausch 2,000
Vice-Pres. Hughes 2,000
Vice-Pres. Weier 2,000
Directoxr Bush 500
Director Ellis 500
Director Hoagland 500

27,500

387,500 x .071 = 27,513

I will be in Venegzuela the week of September 10th and would
like to call a short luncheon meeting of the board during the
week of September 17th to review these options.

Sincerely,

CAMCO INCORPORATED

7& ¢ A/&,W,Jg

0ld E. McGowen
President
HeM::mcC
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STOCK OPTIONS EXPIRING

President McGowen 5,000
Vice-Pres. Pearce 4,000
Vice-Pres. Edwards 4,000
Vice-Pres,. Greer 1.000
Vice-Pres. Tausch 1,000
Vice-~Pres. Hughes 500
Treasurer Kimmey 500
Chief Eng. Moore 500
Director Bush 500
Director Ellis 500
Director Hoagland ' 500

18,000 shares
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7010 ARDMOQRE-P. 0. BC $484 « PHONE RI 7-34000 - HOUSTON 21, TEXAS

{ N C O R P C R A TE D

August 17, 1962

Mr. George H. W. Bush
Zapata Off-Shore Company
1701 Houston Club Building
Houston 2, Texas

Dear Mr. Bush:

We enclose copy of the minutes of the Board of Directors
meeting held August 3, 1962, for your examination and
file. The Exhibits A through G in the Bank Resolution

are not enclosed since they are merely the formal bank
resolutions covering the changing of the persons authorized
to sign to include Mr. John Davis, the Chief Accountant,
and to authorize one signature on checks of less than

$5, 000, .
Sincerely,
CAMCO, INCORPORATED
. 7 /o p
W%H
Charles H. "Weier
Secretary
CHW:td

Enclosure 1
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CAMCO, INCORPORATED

" MINUTES OF  THE SPECIAL MEETING OF THE BOARD.OF DIRECTORS

. Held August 3, 1962

A special meetln_g of the Board of Directors of Camco, Incorpora.ted
wa.s "held at the Petroleum ‘Club in the Ride -Hotel, Houston, Texas, at
12 00 A M., August 3, 1962, pursuant to notice duly given. )

The following d1rectors were present and pa.rt1c1pated throughout the
meetlng

Harold E. McGowen, Jr.
George H. W. Bush -
Grover Ellis, Jr.
. Paul R. Mills
R ' Sam W. Pearce
S PR - W1111am M. Edwa.rds

Mr Henry W. ‘Hoagland was unable to attend the meeting.

Mr. Paul R. Mills acted as Cha1rrna.n of the meetmg and Mr Cha.rles H..
'We':.er, Secretary, kept the minutes thereof, .

' ’I‘he Chairman announced that a quorum was present and that the .

" meeting. Was duly constituted. The minutes of the meeting of the Board of _

" Directors -held April 24, 1962, were approved in the amended form d1str1buted
to ‘the’ members of the Board of Directors.

_ The Pres1.dent then presented the terms of a proposed $1, 500, 000 long-
term loan to the Company by John Hancock Mutual Life Insurance Company
-and the directors discussed the proposal of such insurance company as set
forth in their letter of July 31, 1962, copy of which is on file with the
‘Secretary. Upon motion duly made and seconded and by unanimous vote -of
all directors present,.it was

RESOLVED that the President be, and he hereby 1s, authorized
and d1rected to- condutt negotiations for a long-term 1dan of
$1, 500, 000 upon such terms and conditions as he shall deem to be
to the best interests of Camco, Incorporated, subject only to final ‘
approval of said loan terms and qonditions by this Board of Directors. .o

The President then pmnted out that the provisions of the Company
Profit-Sharing Plan provided for the election each year of an Administrative
— Committee to administer said plan, After some discussion and upon motion
_duly madé and seconded and by unanimous vote of all directors present,

'~ Photo Copy Preserva‘t‘ion y,




- it was

RESOLVED, that the following individuals be, and they hereby are,

. elected as the members of the Administrative Committee of the

Cameco;, Incorporéted Profit-Sharing Plan to serve for the current.
fiscal year and until their successors shall have been duly elected
and quahﬁed-

Harold'E. McGowen, Jr.
Sam W. Pearce
Charles H. Weier
.o ) Clarence E. Soucek
‘ Walter A, Theeck

Theréafter; the President announced that it would be desirable to

change the bank resolutions of Camco, Incorporated to provide for a single

signature on checks of less than $5,000 and'two signatures on checks of
$5,000 or more. After some discussion and upon motion duly made and
seconded and by_'unanimlous vote of all directors present, it was

RESOLVED, that the Bank Resolutions identified as Exhibits A -
through G and inserted in the minute book following the minutes of
_this meetmg be, ‘and the same hereby are, adopted.

Thereupon the meeting passed to consideration of a dividend. The

" records stated that the Company had last paid a dividend of $ .10 in cash
' - on September 15, 1961, to stockholders of record on August 28, 1961.

After a discussion and upon motion duly made and seconded and by un-
ammous vote of all d1rectors present, it was
RESOLVED, that a cash dividend of $ .10 per share be paid on
September 14, .1962, to the holders of common stock of Camco,
" Incorporated of record at the close of business on August 28, 1962.

The Secretary was then instructed to order a list of stockholders
from the Transfer Agent showing the holders of common stock of Cameco,
Incorporated at the close of business on August 28, 1962, and to publish

‘the usual notice of the declaration of a dividend in the ""Wall Street Journal.'

The . President then advised that it would be desirable to set the time
and place and name the persons to vote the proxies for the annual meeting
of shareliolders as is prescribed by the By-Laws. Upon motion duly made

- and seconded and by unanimous vote of all directors present, it was

RESOLVED, that the annual meeting of the shareholders of Camco,
Incorporated be held at 4:00 o'clock P. M., Central Standard Time, on
Monday, October 8, 1962, in the Grand Ballroom of the Sheraton
Lincoln Hotel, 777 Polk Avenue, Houston, Texas, for the purpose of
electing d1rect0rs and transacting such other business as ‘may properly
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l ' .
come before the meeting; 'that'the holders of common stock of Ca.mco, .
- "Inc:orporated of record at the close of business on August 21; 1962,
be the stockholders entitled to vote at such meeting; that the Secretary
maJ.l notices of said annual.meeting not later than September 27, 1962,
to ‘said stockholdérs at their addresses as shown on the records of the
_Compa.ny, accompanied by a proxy naming Harold E. McGowen, Jr.,
Sam W. Pearce and Henry W. 'Hoagland,- or any one of them, as the
. persons to vote such proxies; and that such notice’and proxy be in.

o such form as shall be approved by counsel to the Company.

The 'Sec'reta.ry was then directed to order a list of holders of common
stock of Camco, Incorporated as of the close of business on August 21,

1962 from the Transfer. Agent

The President then stated that the annual stockholder's meeting of
Camco, Incorporated's subsidiaries would be held soon and that it wasg

"“necessary to authorize someone to vote the. ‘'shares of such corpora.tmns "
‘_owrhed by Camco, Incorporated After some discussion and upon motion -

" duly made and seconded a.nd by unammous vote of all directors present,
'1t was | - '

) R-ESOLVED', that Harold E. McGowen, Jr. be, and he hereby is, -
authorized and directed to vote on -behalf of Camco, Incorporated
at the next annual meéting of stockholders -of Camco,’ Ltd. {Canada)
all shares of stock of said Company owned by Cameco, Incorporated
" with Gnlimited discretionary authority with respect to the election of
‘directors, and all other matters which may come before the meeting,
. and oo .

RESOLVED, that Harold E. McGowen, Jr. be, and he hereby is,
. "authorized-and directed to vote on behalf of Camco, Incorporated at
' the next annual meeting of stockholders of+each of the following named
corporations all shares of stock of said companies owned by. Camco,
Incorporated with unlimited discretionery authority with respect to
the election of auditors and directors and fixing of remuneration of
" the auditors, receiving and considering the accounts. balance sheets,
and repprts of directors and auditors and all other matters which.
may comé before the meeting.

Cameco, Limited (Northern Ireland) '
A-Z Export, S.A. '

" Camco Wire Line; C.A.
Camco de Mexico, S.A. ,
Servicios Tecnicos Carnco de Colombia, S.A.
Servicios Petroleros de Linea, 3.A.

Thereafter, it was proposed that the By-Laws of the Company be

amended to provide that the President preside at the meetings of stockholders
and after.some discussion and upon motion duly made and seconded and by
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unanirﬁous vote of all directors prééent, it was

- Lo, s . .

[ o : RESOLVED that Section 6 of Article V of the By-Laws of Camco, |
' Incorporated be, and it hereby is, amended toc read as follows:

L pre———

-""The Chairman of the Board of Directors shall preside
at meetings of the Board of Directors.and act'as.a special
representative of the Corporation at the pleasure of the
Board of Directors and shall perform such other duties as

" the Board of Directors may from time to time direct.

.FURTHER RESOLVED, that Section 7 of Article V of the By-Laws
of Camco, Incorporated be, and it hereby is, amended to read as
follows '

"The President shall be the Chief Executive Officer of the
Corporation, shall be a member of the Executive Committee,
shall have general and active management of the business of
the Corporation and shall see that all orders and resolutions
of the Board of Directors are carried into effect. He shall
preside at all meetings of the stockholders and, in the absence
of the Chairman of the Board of Directors, at all meetings of
the Board of Directors.' , . ,

There being no further business to come before the meeting, upon
" motion duly made and seconded, the meeting thereupon unanimously adjourned.

Res pectfully submitted,

Charles H. Weier, Secretary

S 3 Photo Copy Preservation




v

From the desk of e HAROLD E. McGOWEN, JR.

J
J
George,

The attached is for your
information.

August 7, 1962

7/

geyvation
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7010 ARDMORE » P. 0. B~ 14484 « PHONER) 7-4000 ~HOUSTON 21, TEXAS

\

.I N € O R P ORATTESD

"OF®ICE OF THE PRESIDENT

August 7, 1963

Mr. Arthur B, Worthley, Jr., Assistant Treasurer
.. John Hancock Mutual Life Insurance Company

- 200 Berkeley Street '
Boston 17, Massachusetts

Dear Mr. Worthley:

We have received the loan proposal contained in your letter of July 31, .
1962 'T'o enable us to better understand this proposal, we will appreciate
-your comments on the following points in question,

1. At the time we discussed your proposal, dated June 15, 1962, my
notes show an oral agreement that the ratio of net tangible assets to
pro forma’ long-term debt would be 250%. Your proposal of July 31,
_ +1962, sets this ratio at 300%. Based on our Balance Sheet of June 30,
" 1962, our.Pro Forma Net Tangible Assets are $6, 650, 000 and our Pro
" Forma Long-Term Debt is $1,902, 000 including present long -term debt
of $402, 000 of which more. than $250, 000 will be paid off in the next four
years. Since a ratio of 300% would unduly restrict any future long-term
borrowing, we prefer that this ratio be returned to 250% as we originally
agreed and that thé loan agreement further provide that any long-term
loans which are subordinated to Insurance Company and Bank long-term
loans be excluded from consideration in the computation of such ratio.
I also understood that we orally agreed that the $200, 000 long-term debt
due James Berry for the purchase of A-Z Export, S.A., described in
my letter to you of August 2, 1962, was not to be included in the computa-
"tion of this ratio.

2. In paragraph 8 of your proposal of July 31, 1962, it is stated that
“the pro forma interest charges on long-term debt which would be
outstanding after the new indebtedness has been issued would be

covered on the average at least seven times over the last five years and

"at least seven t1mes in one of the last two years." I am in doubt as to how
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John Hancock Mutual Life Insurance Company
' Boston 17, Massachusetts

August 7, 1962

Page 2

this clause should be interpreted and, in particular, the word covered
needs clarification. It seems to us that such charges should be covered
by net profit before taxes plus depreciation allowed, but if the charges
are to be covered by net profits before taxes only then the ratio of 7 to 1
appears to be 1mposs:.b1e to live with. Interest payments on present
long-term debt for the next fiscal year will approximate $22, 000 and on
. a pro forma basis are $104, 500. Because of Camco's growth history we
could not, at this time, meet a requirement of a 7 to 1 ratio and even a
6 to 1 ratio would allow little room for future borrowings if they became
desirable. We request that you explain '"covered" and reduce this ratio
to the 6 1/2 to 1 basis ‘discussed and use net profit before taxes plus de-
' preciation allowed. Here again long-term debt which is subordinated to
. Insurance Company and Bank long-term loans should be excluded from
consideration in the computation of this ratio. The depreciation allowed
for the last five fiscal years is: '

1958 $190, 000

s . 1359 215, 000
, - 1960 - . 292,000
. 1961 , 317,000

1962 (approximate) 356, 000
Average $274, 000

.By your computations, Camco had a ratio of- 9.9 at the present time, and
from this it was agreed that a 6 1/2 or 7 ratio would give Camco the latitude
for add1t10na1 financing. How did you arrive at this ratio of 9.9?

3. The loan proposal dated July 31, 1962, provides for maintenance of
Working Capital at a ratio of 135% of long-term debt. The proposal of
June 15, 1962, requires a ratio of 125% and we request that the 125%

ratio be used. .

4. ' In paragraph 11 reference is made to purchase money mortgages and
conditional sales contracts covering the purchase of trucks and
automobiles. Since we also purchase and operate boats, barges and

-airplanes, we request that this clause be broadened to cover all transporta-

tion equipment used by Camco.
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John Hancock. Mutual Life Insurance Company
- . Boston 17, Massachusetts
3 August s 1962
" ' Page, 3

We w'il]: greatly appreciate your response to the above inquires: and'\#ish_
-.to assure you that any additional information you may require from us
w111 recenre our prompt attention. -

Sincerely,
. CAMCO, INCORPORATED
DR/ s MM.%
_ Harold E. McGowen, Jr.

~ President

- HEMcGJr:td

. &
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) AGENDA
MEETING OF THE BOARD OF DIRECTORS
OF CAMCO, INCORPORATED
August 3, 1962

- 1. Consideration of annual election of Administrative Committee _of the Profit
Sharing Plan. '

Proposed members: Harold E. McGowen, Jr.
. ; Sam W. Pearce ;
) . Charles H., Weier - —
Clarence E. Soucek
Walter A. Theeck

2. Congsideration of change in authorization to sign checks on Camco accounts

requiring one signature on checks of less than $5, 000 and two signatures
on checks of $5, 000 or over.

Proposed signers: Harold E. McGowen, Jr.
: ' : Charles H, Weier
Clarence E. Soucek
George A. Kimmey
John Davis
3.| Consideration of the declaration of a dividend. (Last dividend paid by
Camco was a cash dividend of 10¢ per share paid on September 15, 1961,
to the holders of record of August 28, 1961.)
=

4, Consideration of following proposed resolution:

RESOLVED, that the annual meeting of Camco, Incorporated
be held at 4:00 o'clock P. M. Central Standard Time, on Monday,
October 8, 1962, at a location selected by tl.v President of the Company
for the purpose of-electing directors and transacting such other business
as may properly come before the meeting; that the holders of common
-stock of Camco, Incorporated of record at the close of business on
NAugust 22, 1962, be the stockholders entitled to vote at such meeting;
that the Secreétary mail notices of the annual meeting not later than
September 27, 1962, to.said stockholders at their addresses as shown
on the records of the Company, accompanied by a proxy naming Harold E.
McGowen, Jr., Sam W, Pearce, and Henry W. Hoagland, or any one of
them as the persons to vote such proxies; and that such notice and proxy
be in such form as shall be approved by counsel to the Company.

al 1" L
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'5. Consideration of resolation authorizing Harold E. McGowen, Jr. to
vote Camco, Incorpora.ted's stock at thé annual meet1ngs of the following

compames D Musals )
. S‘ b;{q'-.‘b\"b} (}o.w\q_o‘- - C-O\ [PV 1 Fes
Camco, Limited (Northern Ireland)

Carhco, Ltd, (Canada)
. A-Z Export, S.A. j
' ' _.Camco Wire Lin'e, C.A.
6., Consideration of resolution a.rnend.mg By-Laws of Camco, Incorporated
to provide that the President preside at meetings of the stockholders.

7. Consideration of resolution authorizing the President of the Company
to conduct negotiations for a long-term loan not in excess of $1, 500, 000.

Photo Copy Preservation
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From the'desk of . . . . HAROLD E. McGOWEN, JR,

George:

Attached is the President's Message

to the Stockholders for the Third
Quarterly Report. Please make
corrections, additions and/or deletions
and advise me of them by telephone

as soon as possible,

June 7, 1962 W ngq_/ ¢
| &\a\"ﬁ 5
_,‘ \W/

Photocopy — George
Bush Handwriting

Photo Copy Preservation




R i
— , i

—

' \’; 7O OUR STOCKHOLDERS:"

The nine rmonths ending April 30, 1962, bring.gross sales to

**$5,017, 000 and net profits to $205, 000 as compared to g.ross sales of

. $5, 054, 000 and net profits of $288, 000 for the same period of 1961. This

i

net profit-gives éarn‘ing's"-‘:of 53¢ per share for the 385, 700 outstanding sha;eé..
The third quartell' ending April 30, 1962, yields gross sales of ' Of
81,764,000 and net profits of $125, 000 as compafed to gross sales of ' t&/én/
| '$1,'6.'06. 000 and net ;;rofits of $64, 000 for the same period a year ago.
On May 1, 1962, Camco, Incorporated acquired 85% of the
' _outstanding stock of the Venezuelan company, A-Z Export, S.A. and its
subsidiaries, C.a'mco.Wire Line, C.A. in Venezuela and Las Her:as Equi;.pos
' FPetrole;:os, S.A. in Argentina. A-Z. Export, S.A. waé established in
Venezuela in 1949 as g sales an_d service orga—niza;ti.-on:--for"equipn-x‘ent sales
to all branches of the oil industry; drilling, production, pipe lirl1e and
refinery. They now represent approximately 20 manufacturers of oil field
lequipn‘.ent and show annual sales in excess of'two and one-half million
dollare., T].ne assets of A-Z Export, S.A. include inventory, land, houses,
vehicles, office equipment and wa.‘rehouses in Maracaibo, Anaco and
Las Morochas, Venezuela. Camco Wire Line, C.A. is a wire line company
with o;ieratigns simila.:c.' to Camco, Incorporated. Its wire line trucks,
tools and facilities are the same. Most of the 60 experienced personnel

_of A-Z Export, S.A., will be retained and management personnel will be

transfcrred from Camco, Incorporated to Venezuela.

Photocopy — George
Bush Handwriting
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The new 28, OQO'square-foot manufacturing facilities in Houston
are completed and are going into opera’tion as the final quarter of 1962
begins. The factory was badly needed to carry into production the broadened

product line re_sulﬁng from the intense research and development program.

Sincerely,

' Harold E. McGowen, Jr.
President

\
|
\
| - | | . photo Copy Preservation
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- l1st year
.2nd year
3rd year
4th year

5th year
 6th year:

Tth year
8th year
*9th year

" 10th year

11th vyear
12th year
13th year
14th year

'15th year

16th year
17th year
18th year
19th year
20th year

Non-callable

R W W W R ol O

" 7., Prepayment Premiums (approximate)

1t
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~ 'BA. .

660,000

Present Total Assets . $7,

Plus Proceeds of Long- Terrn Loan 1,500, 000
9, 160,'000
Less Present Intangible 175, 000
_ . . . $8,985, 000
Less Present Current Liabilities 2,335,000
" Pro-Forma Net.Tangible Assets $6, 650,000
Presént Long-Term Debt $ 402,000
Proposed Long-Term Debt 1,500,000
$1,902,000

Pro~Forma Net Tangible Assets . 6, 650, 000 3509

Pro-Forma Long Term Debt 1,902,000 0

Present long-term debt capacity
Pro-Forma Long-Term Debt

A&ditidna} authorized Long-Term’
Debt

on 3 to 1 ratic

2.5 X 1 ratio

$2,217,000 $2, 660, 000
1,901,000 1,901,000
$ 316,000 $ 759,000

Further increases in Net Tangible Assets will perr.rut additional

long-term borrowmgs in the ratio of $1 of such long-term borrowings
for each $3 and $2.50' ‘respectively, of increased net tangible assets.

Interest payments on present long-term debt for the next year

{diminishing each yearI thereafter are approximately

(diminishing each year thereafter is

Requa.red coverage at'? to 1 ratio

Required coverage at 6 to } ratio

-~ Interest on proposed 1ong -term loan for first year

N [ '- . .
Pro-Forrna interest for next fiscal year

$ 22,000

82, 500

$104, 500
__ X7

$731, 500

$627, 000
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8B. (Continued)

‘Net Profit before Taxes for last five years:

1958 $ 516,000

1959 *561, 000
1960 765,000
1961 . 820, 000
1962 (estimated) ' 600, 000

$3,262,000

+ 5
7Ttol r.a.tio . b6 tol ratio
| Ayerage ' $652,000 $652, 000
Required Coverage - . 731,500 627, 000
Excess coverage ' _ {($ 79,500) $ 25,000
Addition.';w.l Borrowing Capacity -- $ 64,000

Presuming Net Profits for fiscal years 1963 and 1964 are equal to
fiscal year 196] then the 5-year histéry at the end of fiscal year
1964 will be as follows:

1960 _ $ 765,000
1961 . 820,000
__196.2 . . 600, 000
1963 . 820, 000
1664 820, 000
$3, 825, 000
+5
| Average $ 765,000
7 to 1 ratio 6 to 1 ratio
Average 2 $765, 000 : $765, 000
Required Coverage 700, 000 600, 000 -
Excess Coverage $ 65,000 $165, 000

Additional Borrowing Capacity $170,000 $500, 000

Photo CopY Pregervation




9. Present Current Assets
"Plus. Proceeds of Proposed Loan

Less Current Liabilities
Pro-Forma Working Capital

‘Maximum authorized Long-Term Debt
would be ' '

Pro-Forma Long-Term Debt
. Additional Long-Term Debt Authorized
" 10. 'Sa.llés price of automotive fleet
"Annual rental of automotive fleet

$4, 940, 000
1,500, 000

6,440, 000
. 2,335,000

4,105,000
$4,105, 000
) + 135%

= $3,041,000
1,901, 000

$1, 140,000

$223,135

$100, 000

" Photo Copy Preservation
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’ . MUTUAL JLIFE INSURANCE COMPANY

- 200 BERKELEY STREET - BOSTON 17 » MASSACHUSETTS

ARTHUR B. WORTHLEY, Jn.
Assistant Treasurer |

July 31, 1962 -

. Mr. Harold E. Mc3Jowen, Jr., President
| Camco, Incorporated.
| ’ ' 7010 Ardmore Street
‘ Box 1Lh8l

- Houston 21, Texas
Dear Harold:

It was a pleasure for my associates and me to meet and
‘talk with you last Thursday. I hope that you had a safe and
pleasant trip back to Houston.

Enclosed is a.revision and expansion of the terms of the
Notes which I believe is in accordance with our discussion
last week, If the terms which we are suggesting in this out-
line are satisfactory to you, I will be glad to recommend this
Note Issue to our Commitiee as soon as we have received your .
approval of them, as well as the additional information which :
we have requested for use in preparing our formal report.
If you or any of your associates have any questions regarding
the suggested terms for the Notes, please telephone or write
. me so that I may try to explain or clarify them further. '

I look forward to hearing from you in the near future
50 that, if you would like to have us do so, I may present
this matter to our Committee of Finance before I go on vaca-
-tion at the end of August.
Sincerely,
(i
Arthur B, Worthley, Jr.

ABW:sg
Enclosure

. cc' Mr. Henry Hoaglund

FOUKDED 1802

. UICOYEARS. =
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MUTUAL JLIFE I[INSURANCE COMPANY

. 200 BERKELEY STREET - BOSTON 17 + MASSACHUSETTS

Issue:

Rate:

Maturity:
" Takedown:

. Appli.cation of

BoND DEPARTMENT

July 31, 1962
. CAMCO, INCORFORATED

.Proposed Terms for Note Issue

Proceeds

Pregamerits i

$1,500,000
5d

1982

' The Notes will be issued and sold within 90 .days

after purchase has been authorized by the
Committee of Finance,,

Proceeds from the sale of the Notes will be
applied approximately as follows:

Increase Working Capital. $1,200,000
Capital Expenditures 300,000
TOTAL '$l,§00,000

a) Required--a principal payment of $75,000
per year commencing approximately one year
from the date of issue will be made.

b} Optional--Camco will have the privilege of
prepaying without premium up to an additional
$75,000 in each of any five years prior to
the maturity of the Notes. This privilege
is noncumulative. In other words, if no
Notes are retired under this provision during
the first fifteen years, Camco would not be
permitted to increase the $75,000 prepayment
permittad under this provision during the
remaining life of the Issue. Likewlse, if
Camco elects to prepay less than $75,000 .of
Hotes under this provision in any year, the
difference between 575,000 and the amount
prepaid may not be carried forward to a
future year.

Fhoto Copy Preservation
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CAMCO, INCORPORATED ' . Page 2

" 7. Redemption Provisions: a) During the first five years after issue, the
- Notes will be non-callable for any reason,
except for the fixed and optional prepay-
ments referred to in Section 6 above, and in i
the event ‘'of the condemnation or destruction
of property..

b) The Notes may not be redeemed or prepaid
during the second five years from date of
issue from the proceeds of the sale of notes,
bonds, or-other long-term indebtedness which

carries a lower rate of interest than the
Notes.

c) Except for the restriction in Section 6b
above, the Notes may be called and prepaid
after the first five years on any interest
date at the principal amount thereof plus a
premium which will be 6% in the sixth year,
This premium willscale down approximately
equally over the life of the Issue to 0 in
the year prlOr to maturity.

8. Addltlonal Lon¢-

Term Debt: , Additional Jlong-term debt may be issued by .
. s Camco, provided that, after such indebtedness
;dpﬁgpl' - has been issued, the pro forma ratio of net ‘
ify\ -, tangible assets (total-assets minus intangible C

assets and current liabilities) to pro forma
long~term debt would be at least. 300%, and - -
provided further that the pro forma interest '
charges on long-term debt which would be out—
ka standing after the nsew indebiedness has been

issued would b covered on the average abt .

drrgﬁa least seven times over the last five years and
at least seven times in one of the last two

' years. .

I

9{-"Wbrking,Capital: ‘Working capital (current assets minus current .
“ . 1lab111t1es) Will be maintained at the greater
$2,000,000 or 135% of long-term debt,

10. Proceeds Ifrom the
: Sale of Assets: | - et proceeds from insvrance and the sale of
property (land, buildinss, eguipment and other
fixed assets) in the United States and Ireland
\ naglnu a value for any one sale in excess of
%25,000 will be deposited in a segregated or
Pho,tocopy__:qe-orge escrow account. Such proceeds if not used with-
Bush Handwriting in one year after the receipt thereof for tue
' ' ) -construction or acguisition of other fitked
assets, will be applied to the redemptlon of
. the Notes. Such redemption.frém the proceeds
. _ . . of .insurance or the taking of property by
‘ . ' eminent domain will be without premium;

Photo Copy Preservation




CAMCO, INCORPORATED  ° " Page-3

redenption from the proceeds of the sale of
property will be at the applicable premium
specl?led in uectlon 7¢ above.

11, " Negative Pledges: No liens, other than-those currently exdsting
- . . in the amownt of § , may be placed on the
property of the Company without equally and.
ratdbly securing the Notes, Purchase money
mortgages and conditional sales contracts
covering the purchase of trucks and automobiles,
not in excess.of a total of $300,000 at any one
’ time outstanding and not in excess of 66 2/3%
of the value of the property, will be excluded
from this restrlctlon. '

12, Dividend Restriction: Dividends may bes paid out of accumulated.
ST S earnings subsequent to July 31, 1961.

13., Otﬁéf'Provisions: Other terms will be similar to those. custonazy
o ~ - in flnanclng of this type.

4
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o CAMCO, INCORPORATED AND SUESIDIARIES;f
= o CONSOLIDATED BATANCE SHEET
7 SR - = " JUNE 30, 1962
ASSETS: : ASSETS '
"’% ' . . - : : 254,326
iCapital Grant from U. K. : : 3,91k
Notes Recejvable .. - , 3,936
Accounts Receivable -~ Trade ) 1,k452,858
, Accounts Receivable = Miscellaneous : ’ : 30, 900
| sInventories—- )
| 1Total Direct Material : _ . 1,233,152
| ¢Work in Process - 320,012 _
| tFinished Goods i ' 1,536,968 3,090,132
| «»Prepayments y 104,03k
| .. Total Current Assets - 4,940,100
| PRCPERTY, PLANT AND EQUIFMENT COST RESERVE BOOK VALUE '
Buildings 679,731 82,20k 597,527
Land 139,756 - = 139,796
Air Conditioning . 32,607 19,915 12,692
Sprinkler Systenm 10,832 1,905 8,927
| Jigs, Patterns,.Molds - 67,766 45,586 22,180
} o _Automotive Equipment _ 59,283 33,226 26,057
| Shop Equipment 1,183,160 53k, 891 648,269
| Wireline. Equipment . 507,842 220,536 287,306
| Office BEquipment . 189,285 . 99,976 89, 309
| Leasehold Improvements . 58,949 2k, 262 34,687 * 7
Aircraft : 120,017 47,496 72,521 '
| Display a 24,511 13,560 10,95L
| " Assets = A=Z Export Consolidated 234,926 —— 23k, 926
| ' Construction in Progress 359,709 —— 359,709
| ‘Total 3,668,374 1,123,557 2,54k, 817
_ PATENTS AND COPYRIGHTS r 184,160
LESS: RESERVE FOR AMORTIZATION 39,599 1hh, 561
OTHER ASSETS . ) 30,683
| o, / 7,660,161
CURRENT LTABILITIES: . : LIABILITIES V/
Notes Payable - Current : 1,552,746
Accounts Payable - Trade . 221, 445
Accoupts Payable - Other : 96,037
Taxes' Payable, Payroll : L4, 089
‘Taxes Payable, Sales 10,961
Texes: Payable, Ad Valorem 18,875
Texes Payable, Franchise and Other 2,651
Royalties Payable ‘ . 49,893
" Accrued Salaries and Commissions 11k,05h
ther Accrued -Expenses ' 38,271
Federal Income’ Taxes Payable-- .
| Previous Year's Liability : 318, 462
‘ . Current Year's Estimate - 18L,029
| Current Year's Payments (Dr.) (316, 366) 186,125
| . Total Current Liabilities 2,335,147
,;7N0TES PAYABLE, LONG TERM _ LOL,670
ACCRUED EMPLOYEES INDEMNITIES 97,358
¢ INTEREST OF MINORITY SHAREHOLDERS 158, 48T
Total Ligbilities - 2,992,662
DEFERRED INCOME ' 7,853
CAPITALTZATION:
Capital Stock Outstandlng . 388,512
Capital Surplus : i : 1,915,243
Earned Surplus . 2,058,329
Net Income to Date , 297,562 2,355,89L

Photo Copy Preservation : 5,659:6
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CURRERT MORTH
SALES; S
Products - o
Wireline Service
“Other Revenues
- Total .
Less Trade Discounts' .
Het Sales '
Cost of Sales
Gross Profit ‘
Less Operating Expense

Net Operating Profit (Loss)

Other Income (Expense} .
et Income Before Taxes °
Provision for Income Taxes
Net Income After Taxes
Less Minority Interest

Net Income, After Minority Intere

YEAR TO DATE .
" SALES: '
Products - :
Wireline Service
ther Revenues . '
" -Total e
Less Trade Discounts ~ '
et Sales C
. "ost of Sales -
“ sross Profit . .
Less .Operating Expenses -
. Net Operating Profit. .
~ Other Income (Expense)

Net Income Before Taxes (Loss)

Provision for .Income Taxes

Net Income After Taxes {Loss) .

Less Minority Interest

_llet Income, After Mipor;ty'lﬁteresi .:lh9222h'

CAMCO, 'INCORPORATED AXD SUBSIDIARIES
CONSOLJIDATED STATEMENT OF EARNINGS

Cameo
Camco Canada Camco
Inc 17! o
359,139 1L, 376 95,329
105,817 25,678 ———
27,293 - I, 531
493,249 37,054 59,860
' 6 35 9,457
459,886 37,019 50, k03
156, 000 6, 517 25,934
303,886 30, 502 24, 469 |
281,585 18,991 18,27%
22, 301 11,511 6,195
{6,601) . (86) (309)
15,700 11,425 5,886 .
-850 5,712 3,164
. 7,850 2,713 2,722
st _ 7,850 5,713 2,722
3,974,872 113,798- 554,681
13162,110 195,299 -—
- - 216,452 — 1
5,353, 434 309,097 586,036
383,610 - 1,472 84
k,969,624 307,625 20L,279
1,701,333 63,830 278,959
3,268,491 " -2h3,795 222,710
- 3,047,885 208,794 167,198 .
220,606 ©35,00L . 55,512 .
. 32,839 (8,834) (3,441)
- 253,445 26,167 52,07L"
103,721 13,083 27,958
" Th9,7ek - 13,084 "2H,083
.13,084 2,083

JUNE 30,. 1962

Camco
de
Mexico

395,069

L;52
399,592
26,167

:

" 373,k25

17h,503

2 . 1981922
. 105,750 ..
93,172)

93,093

9,2

:

- 93,856 .

293,856

A-Z

Camco
de Export
Colonbia Consclidated
—— 163,275
412 23,723
__bt -
459 207,470
459 . 207,470
o 76,041
459 131,429
2,52k 109,019
(2,065) 22,410
12 Ly
{(1,993) 2k, %03
(1,993) 2h, 403
s 4,860
(1,993) 19,523
e 318,105 2..
412 . 40,886 o
1,074 . 60,051 —
v
1,486 419,042
-—=" 173,688
1,486 245,354
- Lk,505 186,938
{3,019)- o 52,416
131 . 16,212
(2,888) - Th,628
(2,888) 4,628
= -1h,925
. (2,888) 59,703

Intercompany
Eliminaticns Consolidated
43,253 582, 43k
~—— 156,630
27,340 25,003
70,593 T6L, 067
11,609 32,258
58,9084 731,809
£8, 98k 223,688
—— 508,121
-—- 435,685
m_— T2, 36
.- . (4,789)
=== 67} hT: "
L e 23,616
~——- L, 031
—— " 4,880
— 39,151
29k, 662 5,061,863
- 1,398,707
217,526 95,929
5124132 6,256,Agg
56,7 2

155, hl0 6,117,241
455,140 1,936,483
. " b,180,758

—— 3,721,070 - --
-— - 459,688
- . 6,828
— 96, 516
——— - 184,029
—— -31.2, 487
—— 14,925
- 29 o2
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7010 ARDMORE + P. 0. BPY 14484 - PHOMNERI 7-4000 « HOUSTON 21, TEXAS

{I N C O R P O R A T £ D

April 26, 1962

Mr. George H. W. Bush
Zapata Off-Shore Company
1701 Houston Club Building
Houston 2, Texas

Dear Mr, Bush:
Enclosed you will find a copy of the minutes of the
meeting of the Board of Directors of Camco,
Incorporated held April 24, 1962.
Yours very truly,
CAMCO, INCORPORATED
r /{:7 '
0%4’%/% Froloonn

Charles H. Weiler
Secretary

CHW:td

Enclosure 1
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CAMCO, INCORPORATED

MINUTES OF THE SPECIAL MEETING OF THE -BOARD OF DIRECTORS

Held April 24, 1962

A special meeting of the Board of Directors of 'Camc.o, Incorporated
was held at the off.j.ce of the Company at 7010 Ardmore Street, Houston, Texas,
at 2:00 o'clock P.M., April 24, 1962, pursuant to notice duly given_.

The following directors were present and particiﬁated throughout
the meeting: :

Harold E. McGowen, Jr.
"Henry W. Hoagland
. George H. W. Bush ' '
. ) Grover Ellis, Jr. .
Paul R, Mills
Sam W. Pearce

Mr. William M. Edwards was unable to atiend the meeting.

Mr. Paul R. Mills acted as Chairman of the meeting and
Mr. Charles H. Weier, Secretary, kept the minutes thereof.

The Chairman announced that a quorum was present and that the
meeting was duly constituted. The minutes of the meeting of the Board of
Directors held February 19, 1962, were approved in the amended form
distributed to the members of the Board of Directors, :

The directors then examined and reviewed the financial information
requested at the February 19, 1962, meeting of the Board of Directors re-
garding the purchase of the controlling interest of A-Z Export, S.A. After
some discussion and upon motion duly made and seconded and by unanimous

_vote of all directors present it was

RESOLVED, that the proper officers-of this Comp'z.any be, and
they hereby are, authorized and directed to purchase the following shares -
of stock of A-Z Export, S.A. from the individuals indicated at the prices

:.8shown, to.wit:

Granville Berry

35,510 shares of Class ""B" stock for $34, 878 payable
in dollara on delivery of the certificates representing

Photo Gd;')y ﬁ'ﬁ’esewa‘t_icn
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said stock or at such deferred time or times as the
President of Camco, Incorporated may determine to
be for’the best interests of said Company.

William Thomas

22,154 shares of Class "B" stock for $21, 760 payable
in dollars on delivery of the certificates representing

. said stock or at such deferred time or times as the
President of Camco, Incorporated may determine to
be foz: the best interests of said Company. {

*

J—'_, '

Jame's-i'B erry

800, QOO shares of Class '""A' stock and 429,059 shares of »
Class ""B" stock substantially in accordance with the
‘terms of the proposed contract by and between James E.
Berry and Camco, Incorporated dated April 24, 1962, ’
'presented at this meeting, a copy of which shall be

placed in the minute book following the minutes of this
meeting.

RESOLVED, that the President of Camco, Incorporated be, and
he hereby is, authorized to make such changes in the above contract as
in his opinion are to the best interests of the Company, and

RESOLVED, that'the officers of the Company be, and they
hereby are authorized and directed to do each and every act or thing
necessary or incidental to the purchase of said stock and the carrying
out of the intent of this resolution and the terms and conditions of
said contract.

The directors then passed to consideration of the acquisition or
retirement of the remaining shares of stock of A-Z Export, S.A. outstanding.
It was the concensus of opinion of the directors that further acquisition of
A-Z Export, S.A. stock should be by A-Z Export, S.A. at prices not
exceeding $1/share and not exceeding a total of $50, 000. :

The President then discussed the problems of the Company in
operating in Colombia and explained that relations with VOLCO, its former
agent there had necessitated the setting up of our own sales agency in
Colombia., He. stated that a wholly-owned Colombian subsidiary had been

formed as a vehicle for such sales agency under the name of Servicios

Tecnicos Camco de Colombia, S.A. Upon motion duly made and seconded
and by unanimous vote of all directors present it was

RESOLVED, that the formation of Servicios Tecnicos Camco

Copy Preservation
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de Colombia, S.A.,.a wholly-owned Colombian subsidiary of Camco,
Incorporéted be, and it hereby is, ratified, approved and confirmed,
and '

| . . _ RESOLVED, that the officers of the Company are authorized
- » " " i toinvest $15,000 in said Company, and

RESOLVED, that the officers of the Company are hereby
authorized.and directed to do each and every act or thing necessary
or incidental to the organization of said Company.and capitalization
thereof within the intent of this resolution.

The ?f'esident then discussed the sale and lease-back of the
Company's autos and wire line trucks to Don McMillian Leasing Company
-for the sum of $223‘ 135.73. Aftér some discussion and upon motion duly
'made and seconded ‘and by unanimous vote of all du'ectors present it was
RESOLVED, that the sale of 50 autos and 21 wire line trucks’
to Don*McMillian Leasing Company for the sum of $223, 135 73.is
ratified, approved and confirmed, and

RESOLVED, that the leasing of the above autos and trucks from
Don McMillian Leasing Company in agcordance with the terms of the
contract executed by said Leasing Company and Camco, Incorporated
and dated April 23, 1962, and the execution of said contract is ra.t1f1ed Q

approved and confirmed. F .

There being no further business to come before the meeting,

upon motion duly made and! Beconded. the meeting théréupon unanimously
adjourned.

Respectfully submitted,

il P
harles H, Weier:
Secretary
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“April 26, 1962

Mr, Hareld 8, McGowen
CANCO

7010 Ardmore

Houston, Texas

Dear Mac:

1 thought you might be interssted in the
attached letter from Tem Rhodes who works
with Southeastern Drilling Company, a
large drilling company operating abroad,
These are hls comments on the Revenue

Bill of '62 and 1 thought Chuch Wier-might
find them of interest In the light of our
discussion Tuesday.

Best regards,
George H, W, Bush

GHHWB/vf
Enc,
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7010 ARDMORE - P- 0, B0~ 14534« PHONER17-4000 - HOUSTOHN 21, TEXAS

{f N o O R P O R AT E D

QFFICE QOF THE PRESIDENT

April 5, 1962

Mr. George H. W. Bush
Zapata Off-Shore Company
1701 Houston Club Building
Houston 2, Texas

Dear Mr. Bush:

This is to advise you that the meeting of the Board of
Directors of Camco, Incorporated scheduled for

April 17, 1962, has been postponed to April 24, 1962,

at 4:00 P. M. at the home office of Camco, Incorporated,
7010 Ardmore, Houston.

Sincerely,
CAMCO, INCORPORATED

ﬂ*ﬂqi 4_.‘.1/

Thelma M. Dusek
Secretary to
Mr. Harold E. McGowen, Jr.

td
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I N C O R P O R A T E D

OFFICE OF THE PRESIDENT

March 27, 1962

Mr. George H. W. Bush
Zapata Off-Shore Company
1701 Houston Club Building
Houston 2, Texas

Dear Mzr. Bush:

This is to advise you that a meeting of the Board of
Directors of Camco, Incorporated will be held on
Tuesday, April 17, 1962, at 4:00 P.M., at the home
office of Camco, 7010 Ardmore, Houston.

Sincerely,

CAMCO, INCORPORATED

ﬂn—-)&_cﬁo//

Thelma M. Dusek
Secretary to

Mr. Harold E. McGowen, Jr.
President

td
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March 14, 1962

Mr., George H. W. Bush
Zapata Off-Shore Company
1701 Houston Club Building
Houston 2, Texas

Dear Mr. Bush:
We enclose herewith the corrected Minutes of the
Meeting of the Board of Directors of Camco, Incorporated
held February 19, 1962. Please dispose of the copy of
the minutes previously forwarded to you.
Sincerely,
CAMCO, INCORPORATED
/4 _ \
O%L,ym/z Z' “lm

Charles H. Weier
Secretary

CHW:td

Enclosure 1
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CAMCO, INCORPORATED

MINUTES OF THE SPECIAL MEETING OF THE BOARD OF DIRECTORS

Held February 19, 1962

A special meeting of the Board of Directors of Camco, Incorporated
was held at the office of the Corhpany at 7010 Ardmore Street, Houston, Texas,
at 4:00 o'clock P. M., February 19, 1962, pursuant to notice duly given.

The following directors were present and participated throughout
the meeting:

Harold E. McGowen, Jr.
Henry W. Hoagland
George H. W. Bush
Grover Ellis, Jr.

Paul R. Mills

Sam W. Pearce

Mr., William M. Edwards was unable to attend the meeting. Mr. James Kerr.
attended the meeting at the invitation of the Board of Directors.

Mr. Paul R. Mills acted as Chairman of the meeting and
Mr. Charles H. Weier, Secretary, kept the minutes thereof.

The Chairman announced that a quorum was present and that the
meeting was duly constituted. The minutes of the meeting held November 1,

1961, were approved in the form distributed to the members of the Board of
Directors.

The directors then considered the acquisition of the stock of
A-Z Export, S.A. owned by James Berry, Granville Berry and William
Thomas, totaling 800,000 shares of Class A stock (all such shares outstanding)
and 508, 723 shares of Class B stock {out of 670,000 such shares outstanding)
and representing 78.5% of the proprietary interest and 89% of the voting rights
of said company. Mr. Harold McGowen presented an oral report of the
activities and operating procedures and opportunities of A-Z Export, S.A.
and its subsidiaries, Camco Wireline, C.A. and Las Heras Equipos
Petroleros, S.A., and provided the directors with various financial state-
ments and prepared reports on these companies' operations, inventories and
problem areas requiring correction, copies of which reports are on file with
the Secretary of the Company. Mr. McGowen stated that although these
companies had an operating loss record, examination of their records and
review of their operations showed that some of their past errors had been
corrected and that suificient progress had been made to.the extent that it was .
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believed that these companies had operated at a break-even point for the last
calendar quarter of 1961. Mr. McGowen further stated that with proper _ .
management by Camco, these companies could and would be operated at a
substantial profit of approximately $100,000 per year within one year of
acquisition. A general discussion ensued and several directors requested

that additional confirming financial information be obtained and presented to
them before actual purchase of the said stock of A-Z Export, S.A. Upon
motion duly made and seconded and by unanimous vote of all directors present,
it was * '

_ RESOLVED, that, subject to the conditions hereafter set forth,
Camco, Incorporated shall, and hereby does, agree to purchase the
following shares of stock of A-Z Export, S.A, from the individuals
indicated at the prices shown, to wit:

Granvilile Berry

35,510 shares of Class B for $34, 878 payable on
delivery of the certificates repreésenting said stock.

William Thormas

P 22,154 shares of Class B for $21, 760 payable on
delivery of the certificates representing said stock.

James Berry

800,000 shares of Class A for $78,576 payable on
delivery of the certificates representing said stock.

429,059 shares of Class B for $271,424 and
10,572 shares of common stock of Camco, Incorporated
at an agreed valuation of $14-3/16/share, payable as
1 follows:

$21,424 on delivery of thle certificates representing
said stock.

| 3000 shares of common stock of Camco, Incorporated
on delivery of the A-Z Export, S.A. stock certificates.,

Five notes, each for $50, 000 and bearing interest at
5-1/2%/annum and maturing on the lst, 2nd, 3rd, 4th,
| and 5th anniversary dates of the actual purchase of said

| : stock, respectively.

7,572 shares of common stock of Camco, Incorporated

Photo Copy Presérvation
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delivered on the lst anniversary date of the actual
purchase of said A-Z Export, S.A. stock.

- BE IT FURTHER RESOLVED, that, subject to the other provisions
of this resolution, the officers of the Company be, and they hereby are,
authorized and directed to do each and any act or thing necessary or incidental
to the purchase of said stock and the carrying out of the intent of this resolution,
and

BE IT FURTHER RESOLVED, that prior to the purchase of said
stock, the directors of the Company shall be provided with the following
additional financial information, to wit:

A. Audit Reports for the years 1957, 1958, 1959, 1960, and
1961 with public auditor's certificates attached for A-Z Export, S.A.

B. A letter from Price Waterhouse stating the extent they ~
have reviewed the records of Camco Wireline, C.A. in their audit
of A-Z Export, S.A. for the years 1960 and 1961.

C. Consoclidated Balance Sheets and Operating-Statements
of A-Z Export, S.A. and Camco Wireline, C.A. for the years 1960
and 1961.

D. Operating Statements for the last calendar quarter of
1961 of A-Z Export, S.A. and Camco Wireline, C.A. prepared by
Price Waterhouse and dccompanied by a letter from them indicating
any non-reoccurring income or expense items therein and.also
indicating their opinion as to the reliability of these figures.

E. Pro forma operating statements for the years 1962 and
1963 for A-Z Export, S.A. and Camco Wireline, C.A. prepared by
Carmco, Incorporated personnel, together with an explanation of
the economies to be effected and the additional business to be pro-
duced to effect such results,

BE IT FURTHER RESOLVED, that the foregoing authority to
purchase said stock is not effective unless the operating statement ~
prepared under "D' above shows that A-Z Export, S.A. and Camco
Wireline, C.A. combined operated at at least a break-even point
for the last calendar quarter of 1961, and unless the audits furnished

under "A'" above confirm the figures furnished the Board at its"meeting
on February 19, 1962. '

Thereafter, Mr. Mills pointed out to the directors that his

Agreemenf of February 1, 1958, with Camco, Incorporated provided that he
retain "effective voting control" of 37,500 shares of Camco, Incorporated
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common stock, $1 par value. Mr. Mills stated that he desired to dispose

of a portion of his stock holdings to his children and requested that such
limitation be reduced. Upon motion duly made and seconded and by unanimous.
vote of all directors present, it was

and between Paul R. Mills and Camco, Incorporated, be, and the

same hereby is, amended by reducing the number of shares of Camco,
Incorporated common stock at $1 par value over which said Padl R. Mills
- is required to retain effective voting control from 37,500 shares to

} 30,000 shares.
|

|

There being no further business to. come before the meeting, upon
| motion duly made and seconded the meeting thereupon unanimously adjourned.

Respectiully submitted,

Charles H..Weier
Secretary
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NOTES FOR FILE

/WENSA - Sales were $75,000 ;e raonth average for last six months. Net
profits were $6,000 per montl. 38 400 per month was paid to absentee directors
living in U.S. Indebtedness, $1cJ,000 for equipment purchased to start company.

| Originally paid $210, 000 for assets and business. Has 25 wireline reel units,
4 launches, 40 bombs, 17 vehicles, & wireline operators.

Name of Manager - J. Ray Pace. Phone number in Dallas, Texas, is DA 8-1140,
oifice of Father, J. Ray Pace, Sr. Three absentee owners - Jim Biles, Tyler,
Texas, phoned LY 3-7478; Bud Crove, Tyler, Texas, phone LY 3-1275; Dudley
Vice, Tyler, Texas, phone LY 3-%235. Pace is on 5-year contractural deal
whereby if he works 5 years, he ends up with 25% of company.

| A-Z EXPORT, S.A. - Present business 15 3150,000 per month in sales. Their
pTesent et proiit 15 running between $15,000 wnd £ 20,000 per month. Should
wind up fiscal year ended December 31, 1961, with $60,000 net profit. They
have been losing money for the past 3 years and this is the first year they have
made a profit. The total loss for last 3 years was $300,000. A loss carried
forward can be used in Venezuela. A question is whether it can be used in‘case
of merger with Camco. A-Z has approximately $250, 000 in receivables at
present. Present payroll runs $30,000 per month. Their accounts are: Camco,
Brown Oil Tools, Bowen-ltco, Barton Me:ters, Texstearm, Smith Oil Tool Bits,
ideco, Kimray, Chicksan, British Wire Reel, Le Grand (England), A-Z
International.

On A-Z's payroll there are 6 Americans in Western Venezuela and 3 Americans
in Eastern Venezuela; 12 Venezuelans in Eastern Venezuela and 40 Venezuelans
in Western Venezuela for a total payroll of $30, 000 per month. Also have in the
West, 5 good cars, 2 pickup trucks, one two-ton truck, and 5 pickups in Camco
Wireline, C.A. In Eastern Venezuela, they have 4 cars, 2 pickaps, and one
truck. The payroll consisting of James Berry, Bill Thomas, Granville Berry,
located in Venezuela, Bob Adams in Houston, and Sandy Lamb in London will
total well over $100, 000 per year and expenses. All of these men could be
eliminated. One manager should be located in Venezuela. This man should
cost around $25, 000 per year.

A-Z also owns two houses in Maracaibo, Venezuela, one of which is being used
as a warehouse and office. These houses are near the lake and docking facilities.
Across the lake in Las Morochas they have a good office plus two good houses
with furniture and a small machine shop with 3 lathes and one mill. This land

is on a 99-year lease from Shell at approximately $50.00 per year. In Eastern
Venezuela, they have an office and warehouse, shop building, and 4 nice houses
one of which would cost $45,000.00 in States, and one duplex for families. This
property can take care of 6 American families. This land is fenced and is held
under lease from Meneg on a 20-year renewable lease for $50.00 per year. i

A-Z's communication setup in Venezuela is excellent - radios between all branches.
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A-Z owns B8% of Camco Wireline, a wireline service company operating in

Lake Maracaibo. This company at present is doing $25, 000 per month in
business and is making approximately $2,000 in profit. This company would
compete.directly with the above detailed WENSA. This company has not been
doing more business or making more profit because of mismanagement of affairs.
The manager has been discharged within the last 60 days. This company has
approximately 15 wireline units and about 22 bombs anc one boat.

A-Z also has an agreerent with VOLCO in Colombia so that VOLCO handles

some of the oil field accounts with a split in commissions. We are quite dis-
satisfied with VOLCO and prior to this discussion intended to terminate this
Agency. We have made tentative arrangements to place our own man in Colombia
and take over this account so that the purchase of A-Z would be a perfect platform
to work from, and would help defray expenses for a man in Colombia on Camco's
payroll.

A-Z also owns a company in Argentina named Las Heras. This operation broke
even last year. It consists of one American located in Buenos Aires and an’
Argentine running a warehouse and shop in Comodoro Rivadavia. The total
amount of business is unknown. It was stated that this operation broke even last
year. We think that this company has great possibilities of expansion.

Taxes in Venezuela - total amount is 28% on maximum profits; range goes below
that at lesser profits. It is my understanding that at the present time all profits
can be brought out of Venezuela. It is also my understanding that insurance can
be obtained to cover the risk of such a venture. This insurance would be for
political rislk,.

The total inventory in Camco products in Venezuela is at present $300,000.
$60,000 was depreciated last year in obsolete goods. There are also two
wireline trucks valued at $20, 000 each in Venezuela now.

Jim Berry owns. approximately 70% of stock and wants $500, 000 for his share.
The remaining 30% purchased at the same value would amount to $215, 000,
making a total purchase price of $715,000. The total assets of the company
were set by Jim Berry at 32 million. This includes vehicles, houses, furniture,
inventory, and fmachine tools.

The auditors for A-Z is Price, Waterhouse. We will have a statement for last
year in our hands within the next 10 days and possibly a statement for the 11
months of this year shortly therecafier.

Harcld E. McGowen, Jr.
_—

_’/

HEMcGIr: td
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Dear Mz, McGowen:

We have edchanged vigws
ing the stockholdexs® bos
expansion of the Cempany
am somewhat surpris

any action relative %o

o

| The splendié presentotion of The L
| indicates that ¥y
taining sound st

witether any of vour other

annuul report

ance of main-

I would guestion
important this

investors will not interes
i

.
[N
h A |
n the hands cof the

o T Fery ¢ supnly of stock
public, Consequently, it iz necesszry for mansgement to hold thé inter-
est of existing stockhelders. The success of any company depends upon
a friendly relationship between managesent at one corner of an equilateral
triangle, lzbor ar a sceond corner, and stockholders at the third corner,

As we all know, the stockholde
u

Certainly, no one would be justifizd
could seg an opportunity for capital
public “¥wo years ago at $17 a sharg,
the meantime, it hos sold as high as
share, These who Bought the stock =
any czpitzl growih, nor adeguaie Com
These who bought the stock at higher
as they have sold their holdings, so
ders. for the Company to take their p
difficuliz,

Quite properly, the bozrd of direciors has set aside 15,300 shares of
stock for key officials under option at a price considerably under the |
. } : o . !
present marker, We arg hearvily in aceosrzd with this, dut I am noet in ;
secord with the failure o zive reccgniticon to the rights of stockhol-~
ders, I would iike to pluce considergdkly more stock with my clienis,
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r, Harold E, McGowen, Jr. NovémbBer 1, 1961

but am afraid to do so until the
awakening to the importance of

Obviocusly, the Company should net be incressing i1ts cash dividends at

a time whnen funds are needed for expansicsn; nor iz the Compa 5y justi.
{ied in selling additicnal stock *to the public at a price which does

not reflect the true value of the stock based upon the Company's dncreas—
ing earning power and increased asset value,

A stock dividend does not dilute the eguity of any stockholder, It merel
gives him an additional certificate in recognition of his increased pro-
rata interest in the company®s real woerih., & siock dividénd is not
taxable to the recipient, The cost to the company is only the cost of
having the acdditional certificates issued and disiributed,

Full recognition must be givén te the manszgement for its scientific ap-
prcash to engiheering and research problems znd to the method in which
it carries through. ZEgual recognition must be given to the fact that
one of these days, in the not teo distant future, the Company will re-
Quize working capitzl to fake advantage of 2 rapidly increasing product
demand, At such time it should te in a2 positiocn o market stock on a
basis which will not dilute the Interests of the stockholders,

I do not want to se¢ zny wild speculation in Cumco stoclk, I do want

to see the issve recognized as = sound situation possessing a solid
Towth potential backed up by capable manggement, I would like to ses

the same scieotific zch given to iinancizl planning on | 1f of

)
a3
the Company a8 is given to research and develo
and sales.

My recommeridation would be that the dirscyors declare nct less than a
twenty percent stock dividend. In my opinion, it would be even better
for the Company to purchase 2,300 sheres of stock =2nd then foxr the direc-
tord to de¢lare a Twenty-rive percent siock dividend, his would rasult
in a total of 479,000 shares outstending, with 21,000 shares being re-
tzined to provide for cuistanding optiocns. As, doubtless, these opiions
will be exercized, the rTesult would become 300,000 shares authorized
and outrstanding. Thed, at the next stockholders’ meeting, the zuthor-
ized capital should be incceosed, One of your directors might say that
cme sharss should be wetained o be used in conneciion with = possible
acquisition. The answer To thot is that it would Be unwisé o use siock
for that purposé, in view of the fazcy fhew the mazker velue is a* 2
substantial discount from the zctuzl value of the steck, giving recog-
anition to the wvalue of patents and non-capitaliized Research and Dévelop-
MENT,
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receive greater supporit from membe
have shown an interest in Camco.
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A
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<
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HOPPER, SOLIDAY & CO.

MEMEERS PHILADELPHIA-BALTIMORE STOCK EXCHANGE

DAVID S. SOLIDAY INVESTMENT SECURITIES
W . SHMIOHEISZR 1420 WALNUT STREET

THOMAS W. L. CAMERON
" res PHILADELPHIA 2

H, BOARDMAN HOPPER PENNYPACKER $5-207%

October 2L, 1961

Mr, Harold BE. MgGowsn, Jr.,
Pregident and Director

Camco, Incorporated

7010 Ardmore Street

Fogst Office Box 1LL8lL
Houston 21, Texas

<

Dear Harold:

Thank you very much for your truly outstanding
hospitality. FErom Tirst touchdown at New Orleans to our de-—
parture from Houston, it was a rich experience. Dave, Pete
and myself could not have been more graciously treated or more
thoroughly exposed to the strengths and depth of Camco's peocple,
preducts, service and plans.

Forgive my deley in sxzpressing my appreciation for all
your kindness to us, but I have been talking with other invest-
ment people interested in Camco before writing to you. I went
to New York and met with gome of them last Friday.

At the risk of sounding omniscient or impertinent, I
would like to present a capsule analysis of my overall reactions
to Camco and my recommendation for action by your company in
the special sphere of my own interests and experience.

Tt is my belief that through the catalyst of your own
aggressiveness, engineering genius, thoroughness and inspirational
qualities you have built Camco into a company with:

a) an cutstandingly hard driving, balanced, first
rate organizztion from officer groupn right through te the Tield.
Without question the breadth and depth of your engineering and
sales personnel is the most impressive featurs of Czameo to an
outside cbserver. :

b) a finelly full basic line of oil service tools,
the cormnerstone of your world-wide patent umbrells on key
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Mr. Harold E. McGowen, Jr. Page 2 October 2L, 1861

p—

ines, is now the foundation for more and more szles per field em-
plovee as you can now offer mere products and services per well
te your customers.

¢) a hard won but twice proved world-wide Yeputa-
tion within the wvast but hardpressed oil indugtry as a company that
came from nowhere to top decg in the Tields of gas lift and wire
line service. '

I belisve the very speed and complexity of building your
outstandingly complete nroduct line, and the depth of your sustained
sales and service effort in your far Thing geograghic coverages has

brought you to your one but crucizl nroblem - the absolute necessity
for instealling rigorcus and completely systematic. internal cost, Inven-
tory., and rate of return controls. This area seems to me to be

the finally limiting factor to the growth of many exciting combanies.
Therefore, I was particularly pleased to meet Mr. Weler and discuss
his plans and progress. His experience and the success of his func-
tion in Camco seem key to your transition from an ocutstanding growth
petential to major industrizl stature. I congratulate you and the
board for your steps in this diréction.

In my own sphere of action I would like tc make further
comments and recommendations. In this aresa my remarks are made
not only as a Triend and admirer of your progress but with the
authority of the representaticn of substantially over 30,000 shares
represented through Hopper, Soliday and its accounts, and after
consulting with many investment firms whom we have ehjoyed intro-
ducing to Camco with your generous cooperation. My remarks are
made with full respect for your board's responsibilities and the pro-
fessional capabilities represented on it.

I submit the viewpcint of an interested stock market
professional. My remarks will be based on the attainment of certain
objectives with which I believe you and the becard will view with
enthusgiasm.

1) The major tusiness of Camco is to maximize
net profits per share oi the company while building the company
to an even bigger,.strongsr company.

=
3
!

2) Camco's status should be known by The present
stockholders and the various ssgments of the investment community.
You are obviously spendcding generocus sums of money and time in com-
nany reports, plant visits by investment people and cther means of

ocmmunication.

0
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Mr., Harold E. McGowen, Jr. Page 3 Cetober 2L, 1861

. 3) It is desirable L.haa_ present stockholders should remain
loyal owners of the company.

I am naturally very pisased that since my visit August 28
a year ago you have shown Camco to seven Eastern investment peopgle,
become listed in Standard & Poor, increased your stockholders suffi-
ciently to quealify in the National Eictirfc‘s in the papers, sent your re-
port te A.R.D. stockhoiders, and continued cultivating New York
financial pecople. However, the fact of the matter remains that
despite the major rise from 11 at the end of August, 1950 Camto
is now just back to its 1959 issue price of 17.

Why has Camco stock not been a stock market success
since the Lee Higginson, Smith Barney underwriting in 19577

Obvicusly the ccllapse of interest and the stagrnation of
earninges in cil and oil service equities with the resultant drop in
price earnings ratiog is the major reason.

I believe we both agree, however, that Camcc shouid not
be considerecd side by side with these other oil companies now due to
several factors, including:

a2} your outstanding comvarative sales and sarnings
progress since 1959, particularly in nst earnings per share after taxes.

b) your continued zggressive development of patented
products and your sales and service effort which Has so enriched your
competitive position wvis, = wvis Otis, etc. ' )

¢} the growth potential of secondary recovery of
oil versus the growth of the entire oil industry.

Despite this progress, the fact remains that the average
stockbroker whose clients have been burnt badly once (high 20's to
the ten level, 19 to 10 agzin) are not likely to invest in Cameco again
o matter how well you perform. It would be extremely intéresting
for you, I am sgure, to check how many of your 1957 stockholders

ith wou.

Therefore, more new ovscnle like Edgar Scott and Peter

Shez, who have not been burnt, must be made aware of your out-
standing record and promise for the future. This you are doing.
I will endeavor tc continue sending selective investment representatives

of stature.
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HOPPRER, SOLIDAY £ CO.
Mr. Harold . McGowen, r. Page L October 2L, 1961

The problem is more complicated than just adding
new stockholders. Once won, you must kesep them as long
term investors. As you know, many stockbrokers will turn
their clients out of Camco (or any other stock) when scme .
profit has been made unless some really excellent reason makes
them stay with you. Your present stockholders must be kept
happy until the real explosion in earnings takes place next year
when the new plant will enable Magnaset and other rew products
expansgion, as your packer and plunger lines are éstablished, and
the caliper starts bringing in revenue.

It is not just a problem of keeving "contented" stock-
holders. Their loyalty is essential to attaining & most important
objective. It ig extremely desirable that your stock sell on a
price earnings multiple comparable with other companies of com-
parable earnings rates and similar growth potential wWhatever
thelr industry. As you have said, this will enable you to con-—
sider possible future acquisitions on more favorable terms, and
will make an absolute difference when you do new permanent
financing. .

'

3

While I am obvicusly committed to Camco as a major
long term interest,not everyone ig,or there would be no stock
around at all.

E'rankly several of the -gentlemen who visited you in
Texas are deeply disappointed in your decision not to initiate a
stock dividend policy. They, and I, fesl that your board with-
out benefit of direct stockbrokerage representation is not fully
aware of the really beneficial sffect this move could have to
consolidate stockholders interest that their stockbrokers aroused
when initially recommending Camco. Most stockholders far from
the board rcom cannot realize the drive and plans which are so
obviocous In Houston - they need something tangible to hold them.
We urge you to reflect on this point.

The job of the investment bankers who will raise
yeur funds in the future will be lazrgely tailored by the type of
continuing delly market support that some peovie teke for granted.

Tt is of course obvicus, but verhaps sometimes overlooked,
that the proucdly considered market vzlue of the large blocks of stock
re valued solely by the daily fluctueations of the market place.

cf

o

We believe that the cost of a stock dividend would be
modest to the company. We cannot believe that anyone's interest
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Mr, Hareld . McGowsan, Jzr. Page 5 October 2L, 1661
could in any way be diluted or damaged by such a move. On the
contrary, we believe an increased number of shares would be ex—
tremely beneficial to wider individual and institutionzl interest in
Camco stock. _ . .

Therefore, we formally and vositively recormmend the
payment of a stock-dividend at your next dirsctors! meeting.

We have talked many times zbout Camco stockholders
but of recessity in generalities. Erankly, I believe this is just
like tazlking about the oil industry as one lump. Obviously the
vitelity and problems of the segments vary widely and must be
handled differ‘eij.’@:}y.

Therefore, I recommend that a complete and continu-
ing factual breakdown of your stockholders list would help you to
further crystallize your own estimate of your stockholder relations
and enable more refined and professionally sound decisions for ali
types of Camco holders.

I suggest that:
1) vou break your list down by:

&) states

b) size of shareholdings -~ all above 5,000, 1,000,
500, 100, ecc.

c) institutional and nominese holdings

2) you. continually check which brokerage firms are
active in the stock.

3) a countinuing daily chronological list of new stockholders
be kept. As stockholders drop away it would be extremely interesting
To check with this list to determine how lorg is the term of your
average stockhelders interest.

Just by glancing over the stockholders list for a few
minuaces at the annuzl meeting certain obvicus steps suggested

&
Themselves. For sxambple:

1} since 186,540 shares are held in z small number of
brokers and nominees names you have =z very important and ready
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HOPPER. SOLIDAY & CO.
Mr. Harold . McGowen, Jr. Tage b6 October 2L, 1961

means of cementing tne majority of your holders through z few
sophisticated people. For szample, with 1L,711 sheres of stock
in Merrill, Liynch's name, it seems important to me that you give
them the complete treatment including visiting thelr office in New
York City, meeting their analyst in charge of the stock, having
him over the properties and then keeping him continually informed.
if you think this is a good idea, let me find out the ksy people
and open the doorg for you.

2) since there are certain obvious concentrations of
stockholders, for example - Pennsvlvanias, it might be wise to
address the local financial analyst societies, such as: Philadelphia
and Pittsburgh. Ey polishing your movies and using your already
prepared product displays, this could be an inexpensive and very
effective method of consolidating an already estabiished beach
head. Further centers such as N.Y.C., Minnesota, and Texas
would emerge in & complete breakdown, I am sure.

These controls would be simple to set up, would require
very little of Miss Dusek's time ko maintain, and I repsat - give
you invaluable information as to who your currently working friends
are, and who should be reencouraged. '

. in conclusion, we are deeply committed to you and
your company. We look forward with pleasure to increasing our
interest. :

T congratulate you on the substantial progress you are
making in {inancial relations. I suggsst strongly that this progress
could be cemented with present stockholders and stockbrokers by a
tangible stock dividend capitalizing your progress and could be advanced
by further pinpointing your future efforts through deeper stockholder
list analysis.

Flease give my regards to that corps of driving profit

makers.
A Y
. . ’
Sincerely,
Lo
Thomes W. I.. Cameron
WL C:meal
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HOPPER. SOLIDAY & CO.

MEMSIAS PHILAGELPHLA-BALTIMORE 5TOIK EXCHAKGE

DAVID §. SOUIDAY INVESTMENT SECURITIES
WM. E, SHMIOHEISER - - "
S THOMAS :.:.L.’-::AMEHON 1420 WALNUT STREET
PHILADELPHIA 2
LIMITED
. H. BOARCMAN AOPPER PENNYPACKER S-4075

October 26, 1961

Mr. Harold E. McGowen, Jr.,
President and Director

Camco, Incorporated

7010 Ardmore Street

Post Office Box ILL&L
Houston 21, Texss

Dear Harold:

In my October 2ith letter to you I should
have iIncluded 2 paragraph expanding my sugszestion that,
"You continually check which brokerage firms are active
in the stock.?

Obviously the firms which trade Camco such as:
Lee, Higginson, Smith, Barnev and othem are included in my
statement but I meant to stress, not these wholesaling firms,
but the brokerage firms which are recommending (retailing)
Cameo to their clients. The esasiest way to run a check on
these would be to take a running list of those companies to
whom you forward newly registered stock certificatas for
finzl delivery to their individual clients.

As new firms show up as buyers, Miss Dusek
could let me know, and I would make sure they were prop-
erly welcomed into the Camco brokerage fraternity.

. A
Sincerely,

<
F

E ;
A A

;
Thomas W. L. Cameron
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CAMCO, INCORPORATED

MEMORANDUM ON FINANCIAL

AND ACCOUNTING MATTERS

Houston, Texas
October, 1961
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During the course of our examination of the financial
statements of Camco, Incorporated, for the year ended July 31, 1961,
we made a review df accounting methods and procedures and internal
controls. Our review was limited to the scope ordinarily undertaken
in connection with an examination of financial statements and does
not purport ito constitute a detailed review of the company's

accounting methods and procedures,

In general, the procedures and internal control seem
adequate. The employees are conscientious and proficient resulting
in the operations being conducted smoothly and in a businesslike

manner,

The purpose of this memorandum is primarily to comment on
the suggestions set forth in a similar memorandum we issued in October,
1958, and also to discuss generally certain areas in which We bDelievée the
internal conirol and accounting procedures of Camco can be strengthened
and improved in a practical manner. We shall be pleased to discuss

them in more detail if you desire.

Continued Study
of Production Control The company has taken some very important

steps toward developing a sound producticn
control system within the last year or so. Perhaps the more important
of which are (1) the recognition by management that something can be

done to conirol rising inventory, and (2) the designation of one in
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the executive group to be responsible therefor, It is noteworthy that
already the investment in inventories has been reduced from last year,
even though the company added several new products to its sales line

during the year,

It appears that the production control system now being
installed will eventually include adequate controls. We would like
to stuggest that the procedures being developed be selectively applied
only to high value parts and materials. A& we stated in our memofhndum
issued in October, 1958, low value parts and materials should be
produced or purchased on estimated requirements since relatively
small amount of working capital and carrying costs are expended on

these items.

Several years ago our staff training movie "Production
Control" was shown to the top maragement and certain key personnel,
Since that time, there have been changes in this group and in the
company's policies concerning production control. We would be most
Pleased to show this movie again to any group the management might
designate.
Planning and

Supervision of
Physical Inventory The weaknesses ncted in our prior memorandum

regarding the year-end inventory counts have
largely been corrected, We feel that a satisfactory and effieient
system was employed by the company at the time of the July 31, 1961,

counts.,

-2- Photo Copy Preservation




We noted that the inventory records maintained by certain
of the agencies selling Camco products were less +han adequate, We
suggest that the .agencies be requested to maintain satisfactory
perpetual inventory records, including indications of the dates that
the merchandise was received and sold. We also suggest that the
agencies be requested to prepare monthly reconciliations between
the quantities as shown by the perpetual records and the Physical

aquantities,

Cost Accounting- The company does not have a formal cost accounting
system. The problem of a proper allocation of

burden to manufactured items has not adequately been solved, and

thus, the application to specific parts may not at times be consistent.

We recommend that a standard cost gystem be adopted and be controlled

by the general ledger,

We have discussed this matter with client bersonnel, and
have hbeen advised that there are pPlans for the adopiion of a standard
costing system for the fiscal year 1962 - 1963,

Defining and

Segregating Accounting
and Treasury Functions The company does not have separate treasury

and accounting departments. Certain
funetions normally handled by a treasury department are performed
by the accounting department, such as the preparation of bank deposits,
the maintenance of the cash receipt record, the disbursement of cash,
and extension of credit. Certain other functions which are ngrmally
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the responsibility of a treasury department; such as the handling of
insurance, taxes, contracts, and petty cash; are Properly separated

from the accounting department at Camco.

We feel that as the company grows larger and increases in
the number of employees that consideration should be given to the
transfer of treasury functions from the accounting department to

a treasury department which is independent of the accounting department,

Cash Receipts The control over cash receipts has improved greatly

since 1958. We note that the receptionist who opens
the mail now prepsres a list of incoming checks. The list is given
to the chief accountant, but the checks are given to the ‘accounts
receivable clerk, We recommend that the accounts receivable clerk
should be given a list of checks received, together with the remittance
advices received, but that some other employee handle the checks and

Prepare the deposit slip.

In connection with cash receipts, we observed that the cash
receipts were held open for several days at the close of each month
to include all incoming checks dated in that month, We discussed
this with company officials and were bpleased to note that steps were
taken to discontinue this Practice,

Purchasing
and Cash Disbursing Our review reflected that adequate clerical

checks are made in the accounting department

of purchase invoices, but that no evidence of suech check is made on

- 4 -
Photo Copy Preservation




L]

the invoices, We recommend that each invoice be stamped "eclerical
accuracy and extensions checked" and initialed by the accounts

bayable clerk.

The responsibility for matching receiving reports and
burchase orders with invoices is now performed by the accounting
department, rather than the purchasing department., We heartily

approve this change,.

Paid invoices are still not marked "paid” or canceled in
anyway, but the I ,B,M..system is so arranged that any duplicate

payment of an invoice would be promptly noted.

Since our last memorandum, the accounts payable detail has

been balanced periodically with the controcl. We concur with this

pPractice,

Journal Entries The support and handling of journal entries has

improved since our last review. Journal entries
are made and approved by the chief accountant, Wﬁile no formal
approval of these are made by the treasurer, we have observed that
the treasurer is aware or any unusual or significant entries, Certain
Journal entries are not adequately described. We recommend that
remarks be made with the entries to Provide an interested reviewer

Proper information as 3o the naiture of the entry.

Officers' Commissions Commissions were authorized tc be paid to

certain officers at a meeting of the board

of directors August 15, 1957, and at the meeting of March 17, 19358,
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it was noted that these officers had voluntarily reduced their bonuses
effective February 1, 1958. Since that time the President of the
company has issued directives from time 1o time ad justing the rates

to be paid, which are now either equal 4o or less than the original
amount approved by the board. We recommend that the board be advised
of the present rates and maximums in order that it can take proper

action concerning such amounts.

Incentives We noted that the company has several plans to

compensate personnel for inereased sales and new
inventions, The company might also consider giving some type of

award for cost-reducing suggestions.
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:g\ CAMCO, INCORPORATED

MINUTES OF ANNUAL MEETING OF BOARD OF DIRECTORS

Held October 9, 1961

The annual meeting of the Board of Directors of Camco, Incorporated
{("Camco') was held in the auditorium of the First City National Bank on the

first floor of the tower of said bank building, 1021 Main Street, Houston, Texas,

at 5:30 o'clock P.M. on October 9, 1961, immediately following the adjourn-
ment of the annual meeting of the stockholders of Camco.

The following, having been elected directors of Camco at the annual
rmeeting of stockholders, were present and participated in the meeting:

Paul R. Mills

Harold E. McGowen, Jr.
Henry W. Hoagland
George H. W. Bush
Grover Ellis, Jr.

Mr. Sam W. Pearce and Mr. William M. Edwards were unable to
attend the meeting. )

Mr. Paul R. Mills acted as Chairman of the meeting and Mr. Charles
H. Weier acted as Secretary thercof.

The Chairman announced that a quorum was present and that the

‘meeting was duly constituted, The reading of the minutes of the last meeting

was waived and the minutes were approved in the form circularized to the
members of the Board of Directors.

The Chairman then stated that nominations were in order for the
election of officers of the Company. On nominations duly made and seconded
and by unanimous vote of all directors present, the following persons were
etected to the offices of Cameco set forth followi’ng their respective namaes,
t0 50 same as provided by the bylaws of the Company, to wit:

Paul R. Mills - Chairman of the Board of Directors

Harold E. McGowen, Jr. - President

Sam W. Pearce - Senior Vice President

William M. Edwards - Vice President

Cecil B. Greer - Vice President of Sales

Gilbert H. Tausch - Vice President of Engineering & Research
Albert A. Hughes - Vice President of Production

Charles H. Weier - Vice President of Finance and Secretary
George A. Kimmey - Treasurer

Clarence E. Soucek - Assistant Secretary
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Thereafter, on motion duly made and seconded and by unanimous
vote of all directors present, it was

RESOLVED, that the principal executive officers of the Company
be paid the same compensation {or the fiscal year ending July 31, 1962,
as was paid such officers for the fiscal year ended July 31, 1961,

On motion duly made and seconded and by unanimous vote of all
directors present, it was ‘

RESOLVED, that all actions taken on behalf of this Corporation
by its officers from October 10, 1960, to October 9, 1961, be and
hereby are ratified, approved and confirmed as the acts and deeds
of this Corporation.

After some discussion, on motion ddly made and seconded and
by unanimous vote of all directors present, it was

RESOLVED, that the First City National Bank of Houston,
Texas, be appointed the Transfer Agent of the capital stock of the
Company, and

BE IT FURTHER RESOLVED, that the officers of the Company
be authorized to take such action as may be necessary to effect the
transfer of the Transfer Agent's records from the Bank of the
Southwest National Association, present Transfer Agent, to the now
designated Transfer Agent.

There being no further business, upon motion duly made and
seconded and by unanimous vote, the meeting adjourned.

. T - e
. o .

aeowy

Charles H. Weier, Secretary.
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CAMCO, INCORPORATED

MINUTES OF SPECIAL MEETING OF BOARD-OF DIRECTORS

Held November 1, 1961

A special meeting of the Board of Directors of Camco, Incorporated
("Camco') was held at the office of the Company at 7010 Ardmore Street, "
Houston, Texas, at 4:00 o'clock P.M., November 1, 1961, pursuant to notice
duly given.

The following directors were present and participated throughout the
meeting: '

Harold E. McGowen, Jr.
Henry W. Hoagland
George H. W. Bush
Grover Ellis, Jr.

Messrs. Paul R. Mills, Sam W. Pearce and William M. Edwards
were unable to attend the meeting.

Mr. Harold E. McGowen, Jr. acted as Chairman of the meeting
and Mr. Charles H. Weier, Secretary, kept the minutes thereof.

The Chairman announced that a quorum was present and that the
meeting was duly constituted, The minutes of the meeting held October 9,
1961, were approved in the form distributed to the members of the Board
of Directors.

The Board of Directors then considered the compensation of the
officers and employees of the Company and upon motion duly made and
seconded and by unanimous vote of all directors present, it was

RESOLVED, that the Christmas Bonus paid specified employees
of Camco be limited to 2 sum equal to one week's normal compensa-
tion of each employee receiving same or $150, whichever is the
lesser.

After some further discussion regarding executive compensation,
the matter was passed over without formal action with the understanding
that the discussion would be continued at the next meeting of the Board of
Directors.

Mr. Harold E. McGowen, Jr. then requested consideration of the

Company's policy regarding acquisition of additional land for future ex-
pansion of the Company's facilities. He stated that land values in the
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vicinity of the present Houston plant had risen to $20, 000 to $25,000 an acre.
Mr. McGowen recommended that land acquisitions at the present plant
location be limited to the acquisition of the two acres now authorized and
that a study be made of the feasibility of acquiring a parcel of land of
approximately 50 acres about 10 miles south of the present plant. After
some discussion and without any formal action being taken, the directors
present requested Mr. McGowen to make a study of suitable locations for
expansion and the current cost of such land for future consideration of the
Board of Directors, '

Thereupon, the President presented for the approval of the Board
of Directors the contract between Camco, Incorporated and American
Construction Company, dated October 24, 1961, for construction of the
new plant building at 7010 Ardmore Street, Houston, Texas, and upon
motion duly made and seconded and by unanimous vote of all directors
present, it was

RESOLVED, that the contract between Camco and American Con-
struction Company, dated October 24, 1961, executed by Hardld E.
McGowen, Jr., President, regarding construction of a new shop
building and other additions and rehabilitation at 7010 Ardmore,
Houston, Texas, at a contract price of $333,527.00, be, and the same
hereby is, ratified, approved and confirmed.

There being no further business to come before the meeting, upon
motion duly made and seconded and by unanimous vote of all directors
present, the meeting adjourned. ‘.

Charles H. Weier, Secretary

Photocopy - Preservation



[ - CAMCO, INCORPORATED _

Y‘ - / DATA APPLICABLE: TO COMPENSATION OF OFFICERS

o

: . (1}-{5) Commission Total Salary &
“ * Annual L . Shares Under Salary Recd. Or Bonus Bonus (Does not in-
Name ° Title Salary. Present Bonus Arrangement _ Stock Option Last Year Recd. Last Yr. clude Profit Sharing
Harold E. McGowen, Jr. President — §$ 30,000.00 3,7% of Comsolidated Profits Before’ 5,000 $ 30,000.00 $31,756.66 $ 61,756.66
Taxes above first $50, 000, - -
Limit of $36, 850 per year.
Sam W. Pearce Senior VP — Zfl, 000.00 .25% of World-Wide .Sale's Limited 4, 000 24,000.00 12,000.00 36,000.00
- K . ) ) to $12, 000 per year. . ) . .
W. M. Edwards Vice Pres, =— 24,000.00 1.3% of Comsolidated Profits Before 4,000 24,000.00 8,000.00 32,000.00
) Taxes above first $50, 000. .
Limit of $8;, 000 per year. '
Charles H. Weier Financial VP — 20, 000.00 ? _ - -- - --
& Secretary
George A, Kimméy Treasurer = 13,200.00 Christmas Bonus ' ) . 500 13,200.00 1,100.00 14, 300.00
Gilbert H. Tausch Engr. VP — 24,000.00 1.175% of Profits After Taxes - 1,000 24,000.00 5,000.00 29,000.00
' ' No Limit, fenemeh em e .
Albert A. Hughes - Prod. VP =~ 13,800.00 Christmas Bonus . 500() ) 13,800.00 550.00 14,300.00 ,
Cecil B. Greer = . Sales VP - 20,000.00 .1% of Sales in U,S., Mexico & - : .
- ' . Canada - Liimited to $8,000 per year. 1,000 20,000.00 . 6,789.00 26,789,00
¢ rence E. Soucek Asst. Secy. + — 9,300.00 Christmas: Bonus - - - 9,.300.00 775.00 ' 10,075.00
Paul R. Mills . ' . ' Board ‘= 10,000,00 -None . ~-- 10, 000.00 -- : 10,000.00 .
- Chairman ’ ' , ' . .
TOTALS_ o $188, 300.00 ,'Eﬂ* $168,300.00 $65,970.66 $234,270.66
¥ Exercised 1, 000 shares on April 5, 1961 - remainder 3,000 shares. \"-" o
@ Exercised 100 shares on March 24, 1961 --remainder 400 shkares. '

(1)
(2),
v (3)
(4)
 (5)

James H. Howard, 500 - Exercised 500 shares March 23, 1961 ) - Photocopy_George

Grover Ellis, Jr., 500 - Exercised 100 shares in February,, 1961 ' ; Bush Handwritlng Ny
Henry W. Hoagland, 500 : _ : S Photocopy - Preservation

Howard H. Moore, 500
George H. W. Bush, 500




) be. vl ®
L e s X AT
i " Lol =T ‘LEW J
2. Moty ppnd [M‘
7 Sasdey Lvvelos?
Photocopy — George

Bush Handwriting




1010 ARDMORE - P, 0. BD""‘T}M +PHONER! 7-4000 « HOUSTON 21, TEXAS

------------

I ¥ ¢ 0O R P O R A TE D

OFFICE OF THE PRESIDENT

October 13, 1961

Mr. George H. W. Bush
Zapata Off-Shore Company
1701 Houston Club Building
Houston 2, Texas

Dear Mr. Bﬁsh:

This is to advise you that a meeting of the Board of
Directors of Camco, Incorporated, will be held on
Tuesday, October 31, 1961, at 4:00 P.M., at the home
office of Camco, 7010 Ardmore, Houston.

Sincerely,
CAMCO, INCORPORATED

Hotlora . e

Thelma M. Dusek

Secretary to _
Mr. Harold E. McGowen, Jr.
President

td
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September 12, 1961

Mr. Harold E, McGowen
CAMCO, Inc,

7010 Ardmore

Houston, Teuas

Dear Harold:

I read your proposed Stockholdera' Letter with
interest., It looks fine to me, In the third
paragraph it mentions: Jackson, Michigan, should
this be Jackson, Mississippi?

Best regards,
George H. W, Bush

GEWB/v{
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HAROLD E. McGOWEN

George:

Please let me have your comments
on the attached '"Message to Stocholders''.

August 31, 1961 \7

0

Photocopy - George
Bush Hanawning
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7010 ARODMORE » P, 0. BOX 14484 « PHONE RI 7-4000 « HOUSTON 21, TEXAS

I N C O R P O R AT E D

August 25, 1961

To the Stockholdets of Camco, Incorporated

The annual stockholders meeting of Camco, Incorporated is to be held in the auditorium of the First
City National Bank, first floor of the Tower in the Bank Building, 1021 Main Street, in the city of
Houston, Texas, on Monday, October 9, 1961, at 4 P.M., Central Standard Time. At this meeting,

a full report will be given on the activities of the Company during the fiscal year closed July 31,
1961.

The primary purpose of this annual meeting will be to elect seven directors for the coming year,
1961-1962. The enclosed proxy will, in the absence of special designation by the stockholder
signing it, be used for the purpose of voting in favor of the election of the following persons for
the board of directots of Camco, Incorporated:

Paul R. Mills, Ckairman of the Board, Camco, Incorporated

Harold E. McGowen, Jr., President, Camco, Incorporated

William M. Edwards, Vice-President, Camco, Incorporated

Sam William Pearce, Senior Vice-President, Cemco, Incorporated

Henry W. Hoagland, Vice-President, American Research and
Development Corporation

Grover Ellis, Jr., Vice-President, First City National Bank

Very truly yours,

CAMCO, INCORPORATED

\JL‘V. g{j 7(%1[ s /V/o&aw,ﬂ/ '

Harold E. McGowen, Jr. .
{ — President Photocopy — Ganro-
' Bush Han
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August 15, 1961

Mr. Harold E. McCowen, Jx.
CAMCD, Ine. :

7010 Ardmore

Houston, Texas

Dear Mack:

"I have zead the minutes of the Special Meeting
held Angust 9th and I am iu agreement with all
the action taken at that meeting.

Regarding the conflict of intercst questiommaire,
I think it iz a good idea for both officers and
directors,

. Sorry tec have missed the meeting., See you at
the next one, 1f not sooner,

Best ragards,

George H, W, Bush

GHWB/vf
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CAMCO, INCORPORATED

MINUTES OF SPECIAL MEETING OF BOARD OF DIRECTORS
Held August 9, 1961

A specilal meeting of the Board of Directors of
Camco, Incorporated ("Camco") was held at the Petroleum
Club, Rice Hotel, Houston, Texas, at 12 noon on Wednesday,
August 9, 1961, pursuant to notice duly given.

The following persons were present and partici-
pated throughout the meeting:

Paul R, Mills

Harold E. McGowen, Jr.
Sam W. Pearce

Grover Ellis, Jr.

Messrs. Henry W. Hoagland, George H. W. Bush and
William M. Edwards were unable to attend the meeting.
Messrs. Charles H., Weler and James H, Kerr, Jr. attended the
meeting at the invitation of the Board.

Mr, Paul R. Mills acted as Chalrman of the meet-
ing and Mr. James H. Kerr, Jr. acted as Secretary of the
meeting.

The Chalirman announced that a quorum was present
and that the meetlng was duly constituted. The minutes of
the meeting held June 21, 1961 were approved in the form
distributed to the members of the Board.

The Chalrman made a brief financial report and
answered questions regarding estimated earnings for the
fiscal year just ended and made estimates with respect to
the coming year.

Mr. McGowen read to the meeting a statement
addressed to the Board, dated July 7, 1961, from William
M. Edwards and directed that i1t be copied in the minutes
as follows:
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"Due to the fact that I am at present serv-
ing as Managing Director of Camco ILimited in
Belfast, Northern Ireland, which fact makes it
impractical because of my inaccessibility to
Camco Incorporated to discharge the duties of
Secretary of Camco Incorporated, please accept
my resignation from the office of Secretary, to
be effective at the convenience of the Board."

After a discusslon, 1t was agreed to accept Mr.
Edwards resignation as Secretary and that the minutes
should reflect the Board's unanimous heartfelt thanks and
appreclation to Mr. Edwards for his loyal and outstanding
services as Secretary of Camco.

Upon nomination duly made and seconded and by
unanimous vote, Mr. Charles H. Weler was elected to the
offices of Filnancial Vice President and Secretary of Camco
to serve untll the next annual meeting and until his suc-
cessors be duly elected and qualify,

The President recommended that the Board consider
action on a dividend to stockholders. After a discussion,
upon motion duly made, seconded and by unanimous vote, it
was

RESOLVED, that a cash dlvidend of 10¢ per
share be pald on September 15, 1961, to the
holders of common stock of Camco of record at
the close of business on August 28, 1961.

The Secretary was instructed to order a list of
stockholders from the Transfer Agent showing the holders of
common stock of Camco at the close of business on August 28,
1961, and to publish the usual notice of the declaration of
a2 dividend in the Wall Street Journal.

The Chairman advised that it would be desirable to
set the time and place and name the persons to vote the
proxies for the annual meeting of shareholders as is pre-
scribed by the by-laws. Upon motion duly made and seconded
and by unanimous vote, it was

RESOLVED, that the annual meeting of Camco
be held at 4 p.m., Central Standard Time, on
Monday, October 9, 1961, in the auditorium of
the First City National Bank of Houston, 1lst
floor of the Tower in the Bank Building, 1000
Main Street, Houston, Texas, for the purpose of

-2e
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electing directors and transacting such other
business as may properly come before the meet-
ing; that the holders of common stock of Camco
of record at the close of business on August 22,
1961, be the stockholders entitled to vote at
such meeting; that the secretary mail notices of
the annual meeting not later than September 28,
1961, to saild stockholders at their addresses as
shown on the records of Camco, accompanied by a
ProXy naming Harold E. McGowen, Jr., Henry W.
Hoagland, and Grover Ellis, Jr. as the persons
to vote such proxies; and that the notice and the
proxy be in such form as shall be approved by
Camco's counsel. ‘

The Secretary was directed to order a 1list .of
holders of common stock of Camco as 6f the close of business
on August 22, 1961.

The next matter considered was the advisability of
obtaining questionnaires from directors, officers, and cer-
tain designated employees of information concerning their
dealings with or holdings in enterprises doing business with
Camco in order to determine whether any conflicts of interest
may exist in Camco's business dealings with such business
enterprises. After a discussion,. upon motion duly made and
seconded and by unanimous vote, it was

RESOLVED, that Arthur Andersen & Co. be
authorized and directed to send a questionnalre
for Camco to all officers and Jack A. McClelland,
an employee, requesting information concerning
their dealings with or holdings in enterprises
doing business with Camco for the purpose of
determining whether or not any conflict of inter-
est may exist in Camco's business dealings with
such business enterprises; and the President be
authorized and directed to approve the form of
such questionnalre and make additions to the em-
ployees to recelve the same; and

RESOLVED, that the completed questionnaires
be returned to Arthur Andersen & Co. for examina-
tlon and analysis and that Arthur Andersen & Co.
be requested to prepare a written report of its
findings and submit the same to the President of
Camco for review and a report to the Board of
Directors; and
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RESOLVED, that further study be given to
the sendlng of a similar questionnaire to
dilrectors of Camco and that consideration of
the same -be had at the next meeting of the
Board.

The Chairman stated that the annual general meet-
ings of each, Camco, Limited (Northern Ireland) and Camco,
Ltd. (Canada), are expected to be held on October 9, 1961.
and that i1t is necessary to authorize proper persons to vote
the shares of such corporations owned by Camco. After a
discusslon, upon motion duly made and seconded and by unani-
mous vote, 1t was

RESOLVED, that Harold E. McGowen, Jr., or
Grover Ellis, Jr. be and each hereby is author-
1zed to vote on behalf of Camco at the annual
general meeting of Camco, Limited (Northern
Ireland) to be held on October 9, 1961, at
Houston, Texas, all shares of stock of Camco,
Limited owned by Camco with unlimited discre-
tionary authority with respect to the election
of auditors and directors and fixing of remunera-
tion of the auditors, receiving and consldering
the accounts, balance sheets and reports of
directors and auditors, and all other matters
which may come before the meeting; and

RESOLVED, that Harold E. McGowen, Jr. or
Grover Ellils, Jr., be and each hereby is author-
lzed to vote on behalf of Camco at the annual
meetlng of Camco, Ltd. (Canada) to be held on
October 9, 1961, at Houston, Texas, all shares
of stock of Camco, Ltd. owned by Camco with
unlimited discretionary authority with respect
to the election of directors, and all other
matters whlch may come before the meeting.

There being no further business, on motion duly
made and seconded, the meeting was adjourned.

James H., Kerr, Jr.,
Secretary of the Meeting

o
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CAMCO, INCORPORATED

MINUTES OF REGULAR MEETING'OF BOARD OF DIRECTORS

Held June 21, 1961

A regular meeting of the Board of Directors of
Camco, Incorporated ("Camco") was held at 7010 Ardmore
Street, Houston, Texas, at 4 p.m. on Wednesday, June 21,
1961, pursuant to notice duly given.

The following persons were present and partici-
pated throughout the meeting:

Paul R. Mills

Harold E. McGowen, Jr.
Sam W. Pearce

Henry W, Hoagland
George H. W. Bush

Messrs. Grover Ellis, Jr. and William M. Edwards
were unable to attend the meeting.

Mr. Paul R. Mills acted as Chairman of the meet-
ing and Mr, James H, Kerr, Jr. acted as Secretary of the
meeting. :

The Chalrman announced that a quorum was present
and that the meeting was duly constituted. The minutes of
the meeting held at Belfast, Ireland on April 3, 1961, were
read and approved.

The President made a financlal report and said
that sales were up and profits down slightly. He estimated
total sales of $6,700,000 to $7,000,000 and profits between
$1 to $1.15 per share for the current year. He also said
that Camco's foreign business had decreased somewhat with a
good up-turn in domestic business.

The President also reported the organization of
Sepesa (Soclety de Petrolia de Lina, S.A.) to be owned 50%
by Ernesto Ibarra and 50% by Camco de Mexico. Sepesa has
purchased the Pemex wire line trucks to engage in wire line
business. The trucks will be paid for by glving Pemex a
10% discount on all invoices. Sepesa will be managed by
Camco de Mexico.

-1~
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The next matter discussed was the new Company
machine shop to be located west of the present machine
shop. Drawings of the new plant were presented to the
meeting, showing an all-cement building 140 ft. x 200 ft.
in size, containing approximately 28,000 square feet.

The cost of the building will be about $5 per foot, ex-
clusive of electrical fixtures, with a total cost estimated
at $275,000. After a discussion, upon motion duly made

and seconded and by unanimous vote, it was

RESOLVED, that a new all-cement machine shop
be constructed according to drawings bhefore the
meeting, 140 ft. x 200 ft. in size, containing
approximately 28,000 square feet and costing ap-
proximately $275,000; and the president be author-
ized to take such action, execute such contracts
and to expend such funds as he shall deem necessary
to cause the construction of such shop; and

RESOLVED, that the new plant be financed by
a temporary loan not to exceed $275,000 from a
bank upon such terms and on such conditions as
the president may determine.

The next matter considered was the sale of the
unenrolled 0il Screw CAMCO NO. 6 (ex MISS PAT). After a
discussion, upon motion duly made and seconded and by
unanimous vote, 1t was

RESOLVED, that J. D. Collins, as agent for
the corporation, be hereby authorized for and
on behalf of said corporation to execute the
following:

(1) Bill of Sale on the unenrolled
0il Screw CAMCO #6 (Ex MISS PAT) from the
Corporation to Elvin ILouviere of Golden
Meadows, Iouisiana, said vessel having
USCG Certificate of Award No, 20C 1419, a
length of 32', a beam of 11! 4" and a
draft of 2' 8"; the consideration for said
sale being Four Thousand Five Hundred angd
No/100 Dollars ($4,500.00) cash, lawful
money of the United States of America;

and

RESOLVED, that the sald J. D. Collins be
and he hereby is, authorized for and in behalf of
the corporation to execute any and all other in-
struments or enter into any and all other agree-
ments necessary to conclude the above sale evidenced

-
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by the above document and all actions hereto-
fore taken by the sald J. D. Colllns for this
purpose are hereby ratified.

The next matter discussed was the purchase of
two acres of land west of the present machine shop on
which the new plant will be constructed and, after a dis-
cussion, upon motion duly made, seconded and by unanlmous
vote, it was

RESOLVED, that Camco purchase or cause to
be purchased through Leslie Appelt the two acres
of land lying west and adjoining the Camco
present machine shops at a cost not to exceed
$40,000, and the president or any vice preasident
be authorized to negotlabe, sign contracts of
purchase and take whatever other action may be
necessary to consummate the sale of sald property
provided the same shall not cost more than $ 0, 000,

Mr. McGowen reported that negotiations had been
completed for the employment of Mr, Charles H., Weler as
secretary of Camco at a salary of $20,000 per year. Mr,
Weier's employment is expected to commence during Septem-
ber or October, 1961, at which time the directors would
consider further his employment and election as an cfficer.

There being no further business, on motlon duly
made and seconded and by unanimous vote, the meeting
ad journed.

Secretary of the Meeting
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CARNMONEY ROAI;) - WHITEHOUSE - BELFAST - N IRELAND
TELEGRAMS: “"CAM lELFAST" TEL: WHITEHOUSE 2424 /5
i .

LI MITED “QUR REF. YOUR REF.

Belfast, July 4, 1961.

Dear George:

Thank you for the fan letter regarding the Business Week article.
I have received several of these from strangers, onme from the Lincoln
Electric Company wanting a design for the barbecuer which apparently
appeared in the pictures, )

Mack says he is sending copies of the magazine to me, but as of this
date I have not seen the apread. I hope the photographer was able to
do something with my normal unphotogenic self.

Pauline and I really enjoyed yours and BarbarA's visit here and we
hope you do find an excuse to come on over soon. Please be sure and
let us know. o

Sincerely,

e

William M. Edwards

Mr. Geo. H.W. BUSH,

Zapata 0ff-Shore Company,
1701 Houston CIub Building,
HOUSTON 2, Texas, U.S.A.

I"iroto Copy Preservatic:

Directors: H.E.MGowean, Jr (US.A) Chairman - W™ M. Edwards {UU.S A) Managing - Sam. W. Pearce (1.S.A} - Grover Ellis, Jr. (U.S.A)



June 28, 1951

dr, Willliam M. Bdwazds
Canco Limited
Carnmoney Road
Whitehouse -

Bolfast ¥, Ireland

Lonr Mac:

T was del i.ghted to see the’ BBS"ESS WERR ar._i in
iz the June 24th lssue. The pictures of yoo

are excellent and I think that this wos 2 wounder-
ful bit of publicity {or Cameo,

Barbara and I "*111 talle gboue the pleasau: time
. we had thewe v Iralaud, Please give ny very
best rogards to_your wondieful assoclates, I hope

% will find some excuse ©o pot over. there before
too long. .

Very truly yours,
George H, W, Bush

GHWB/vE

Mac:. T assgume you saw this BUSINESS WEEK article.

hoto Copy Preservatic?




TOI0AROMORE~P. 0. BOX 14484, - PHONERI 7-4000 HOUSTON 21, TEXAS

OFFICE OF THE PRESIDENT

June 12, 1961

Mr. George H. W. Bush
Zapata Off-Shore Company
1701 Houston Club Building
Houston 2, Texas

Dear Mr. Bush:

This is to advise you that a meeting of the Board of
Directors of Camco, Incorporated, will be held
Thursday, June 22, 1961, at 4:00 P.M., at the home
office of Camco, 7010 Ardmeore, Houston.

Sincerely,

CAMCO, INCORPCORATED

Thelma M. Dusek

Secretary to

Mr. Harold E, McGowen, Jr.
President

7
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April 17, 1961

Mr. W. M, Edwards

CAMCO Ltd.

Carnmonay Road - Whitehouse
Belfast, North Ireland

Dear Hae!

I returned to the office this morning
and firast thing I want to get off a
letter to you thanking you for the
wonderful time that you and Polly gave
us in Belfast, We enjoyed every minute
of our stay and you both were most
thoughtful in making all the wonderiul
arrangements,

Please givea my best regards to all the
boys in the plant. It was a particulax
treat meeting them and 1 was mightily
impressad by the guality of your
personnel,

Thank you again for jyour hospitality.
Best of luclt for the future,

Very truly yours,
George H. W. Bush

GHWB/v§
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March 20, 1961

Mr, Harold E, MeGowen, Jr. -
CAMCO

7010 Ardmore

Houston, Texas

- Dear Mac:

I am dictating this on a Sunday, having returned
late Friday night and in light of the fact that
I zm planning to leave again tonighe,

1 am very sorry to hava missed Friday’zs meating
and T hope it did not Inconvenience you too much,
1 was wnavoidable detalned in Patterson, New
Jersey, of all places, On my recent txip to New
York I heard a great deal of favorable comment
about the job you are doing with CAMCO, 7T'11 tell
you more about it whem I see you. ‘Best repgards
and sorry about the meeting. :

Very txuly yours,

Ceorge H. W. Bush

i .

|

§ _ GHWB/vE
| .
|
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7010 ARDMORE » P. 0. BOX 14484 - PEONER| 7-4000 .« HOUSTON 21, TEXAS

I N ¢ 0O R P O R A TE D

OFFICE OF THE PRESIDENT

March 7, 1961

Mr. George H. W. Bush
Zapata Off-Shore Company
1701 Houston Club Building
Houston 2, Texas

Dear Mr. Bush:

This is to advise you that a meeting of the Board of
Directors of Camco, Incorporated, will be held
Friday, March 17, 1961, at 4:00 P.M., at the home
office of Camco, 7010 Ardmore, Houston.

Sincerely,

CAMCO, INCORPORATED

Thelma M. Dusek

Secretary to

Mr. Harcld E. McGowen, Jr.
President

td
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February 23, 1961

Mr, Harold E, McGowen, Jr.
CAMCO, Inc,
Houston 21, Texaa

Baar M;; MeGowen:

Your letter of February 2lst with the eopy
of the Prasident's message arrived today.
Mr. Bush 19 out of the eountry at this time.
He 19 expected to roturn to the office
about March 3rd and will no doubt contact

you then.

Very truly yours,

Howard €. Duke

Apsistant to the Preeident
HCD/ vi
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March 3, 1961

Mr, Hazrold E. McGowen, Jx.
CAMEO, Inc.

P, "0, Box 14484

Houston 21, Texas

Dear Mack:

T Just returned to the office to find vour latter
of Pebruary 21st. The report is excellent and

1 am dalighted to see the good- showtng that CAMCO
made for the firat half, . :

Vivian tella me that you are thinking of a
Directors Meeting for the middle of this month,
That will be fine with we,

Bent regards,
‘George H. W, Bush

GHWB/vf
BEnec.

"hoto Copy Preservatic?




TC10 ARDMORE - P, D, BOX 144 = PHOME R17-4000- HOUSTON 23, TEXAS

I N ¢ O R P O R AT E D

OFFICE OF THE PRESIDENT

February 21, 1961

Mr. George H. W. Bush

Zapata Off-Shore Company

1701 Houston Club Building

Houston 2, Texas

Dear George:

Enclosed you will find a copy of the President's
message for the 1961 Semi-Annual Report. Please
make suggestions and return immediately.

Sincerely,

CAMCO, INCORPORATED

ot
Héo@é McGowen, Jr.

President
HEMcGJr:td

Enclosure 1
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January 23, 1561

¥Mr. Harold B, McGowen
CAMCO

7010 Ardmore

Houston, Texas

Dear Me:
Thank you for the Lee Higgins booklet .on (AMCO,

It certainly was a good presentation,

By way of a very small correction, our company
does not have the word "Drilling" in its nams,
Most people but the word in but actually it's
not there,

Excitement is already rumming high in the Bush
household abont cur forthcoming trip.

Very truly yours,

George H, W, Bush

GHWB/v£
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7010 ARDMORE « P. 0, BOX 14484 « PHONERI 7-4000 « HOUSTON 21, TEXAS

-

! N C O R P O R ATE D

OFFICE OF THE PRESIDENT

January 20, 1961

Mr. George H. W, Bush
Zapata Off-Shore Company
1701 Houston Club Building
Houston 2, Texas

Dear George:

You may be interested in this. If you would like
to have more copies, please let me know.

Sincerely,

CAMCO, INCORFORATED
o

Harold E. McGowen, Jr.

President

HEMcGJr:td

Enclosure 1
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CAMCO, INCORPORATED

2

SUMMARY

Camco, Inc. is the leading producer of gas lift equipment used by the
oil industry to increase oil production from wells which have ceased to flow
naturally. At the present time, this equipment accounts for approximately
80% of total sales. From the Company's inception in 1946 until 1957, sales
and earnings grew rapidly, but the recession in the oil industry caused a sharp
drop in revenues and earnings in the 1957-58 fiscal year. Internal cost
controls effected by a new management group reversed the earnings decline
in 1959, although sales continued downward.

In fiscal 1960, through expanded selling efforts and new products,
Camco’s sales reached record levels, $6,158,000, and earnings were second
best in the Company's history, $390, 000, equal to $1.02 per share. For 1961,
we are estimating sales of about $7, 000,000 and record earnings of approxi-
mately $1.25 per share, a 24% increase over 1960. This will be accomplished
despite a relatively low rate of oil production in many areas of the world.

Management's .current philosophy centers around three fundamentals:
(1) tight control of all expenses; (2) substantial expenditures for research and
the development of new products; (3) effective salesmanship of products and
services in all areas where oil is produced, or will be produced.

Based on sales for products now existing, it is estimated that by 1964,
Camco's sales will be around $10,000,000. The Company hopes to attain an
8% profit margin after taxes, or $800, 000, equal to $2.00 per share on the
400, 000 shares to be outstanding, Currently selling at 14 times 1960 results,
and 12 times estimated 1961 earnings, the common stock of Camco offers
interesting speculative capital appreciation prospects. The 10¢ annual dividend
provides a nominal . 6% yield. )
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THE COMPANY

Camco, Inc., was organized in 1946 to manufacture and sell gas lift
equipment to the oil industry, Since that time the Company has become the
leading manufacturer cf such equipment in the United States, and now accounts
for over 40% of the industry business. Gas lift equipment now accounts for
80% of the Company's total business.

Gas lift equipment is used to stimulate the flow of oil in wells that
have ceased to flow naturally, Aithough the technique of gas lift has been
known for many years, it is cnly in the past decade that sales in this field have
shown any significant growth, Essentially the process consists of forcing gas
under pressure down the area between the tubing and the well casing and
injecting it threugh pressure controlled valves into the tubing below the oil
level, thus raising it to the surface. If an adequate gas supply is available,
as is the case in many oil fields, the gas lift installation is the most economical
form of artificial 1ift,

Initially the Company's product line consisted of many types of valves
and mandrels which had to be permanently fixed in the tubing of the producing
well. To change a valve was extremely costly, as all of the well's tubing had
to be removed. During the 1946-51 period, when this was the Company's basic
product sales grew rapidly reflecting the substantial increase in use of the gas
lift method of oil production by the oil industry.

In 1951, Camco introduced a mandrel (valve receptacle) which could be
inserted and retrieved by a wire line lowered into the well, Thus a worn out
valve may be replaced without removing the tubing, resulting in a considerable
saving to the well operator. Camco is the only preducer of selective retrievable
wire line gas lift mandrels which enable the well gperator to change any particular
valve regardless of location in the tubing without removing other valves between
it and the surface. Other service companies purchase this item from Camco.

This particular piece of equipment has been especially valuable in offshore
production,

Until 1955 all of the Company‘s business had been derived from gas lift
equipment, In that year, Camco moved inte wire line tocis of 5 wide range, to
utilize its experience in the handling of wire line equipment. The Company
developed the first hydraulically operated wire iine truck and has moved
vigorously into this field. Services performed include sand washing, bottom hole
pressure readings, and permanent type well completions. These tools have been
adapted for use under varying conditions, including use on offshore drilling rigs,
and have found rapid acceptance in the oil industry.

The most important new praduct to be introduced by Camce since its
retrievable gas lift equipment is the Magnaset eiectronic series of tools, These

-9 -
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devices utilize electronic equipment, the first time the Company has entered
this field. Essentially, the Magnaset device allows the placing of up to six
different tools inside the well tubing without removing the tubing. On a wire
line the Magnaset device is lowered into the well, with the tool to be used
attached. At a pre-selected spot in the tubing, tlie Magnaset device fires an
explosive charge firmly fixing the tool to the tubing. In 1960, this new
equipment accounted for less than 5% of total sales, but the outlook for future
sales is promising.

Other tools introduced in recent years, and complimentary to the basic
devices of the Company, are the Sliding Sleeve Mandrel, the Rubbercup Check,
King Controller, B Controller, Storm Choke and Flexiseal Plunger. Whereas
the Magnaset tool is owned by the Company, and leased or rented to the
operator, the tools placed in the well are sold. '

Camco has three plants, the home office and main plant located in
Houston, Texas. A second plant in Belfast, Northern Ireland, and a recently
established operation in Mexico. The main plant, in general, satisfies
production requirements of the United States, Canada, and South America, while
the plant in Northern Ireland handles the needs of Europe, the Middle East,
Africa, and Asia. The plant in Mexico has been established to supply PEMEX,
and possibly the South American market as its capacity is expanded. Research
activities are conducted at Houston.

The Houston plant has a total area of 41,600 square feet, and a 4,400
square foot research laboratory is currently being constructed. The plant in
Belfast has a total of 18, 000 square feet, and the one in Mexico, 8,200 square
feet. Net plant and equipment is carried at $1,748,000, as compared to
$373,000 at the end of fiscal 1956,

Many of the Company's products are‘preci'sion machined to close
tolerances. Camco employs over 300 people, most of which are highly skilled
machinists, with the balance devoted to research and development, office
personnel, or sales. The Company's employees are non-union workers.

RESEARCH AND DEVELOPMENT

Under the new management, research and development of new products
became one of the most important phases of Camco's operations. Since 1957,
research expenditures have been substantially increased (the Company does not
report actual expenditures) and in 1960 30% of sales came from products recently
introduced. This does not include Magnaset, which has just begun to sell in
volume.
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Much of Camco's recent progress may be attributed to its R & D program. -
Emphasis is now being placed upon electrouic tools which will find increasing use
in the production of 0il. The Company believes that it now has developed a basic
research ability which will allow it to introduce one or more major tools each
year over the next five years.

That the research program has been successful is attested to by the fact
that in fiscal 1960, thirteen new patents were issued or were applied for. Camco
now has thirty-four U. S. patents, as compared to only three in 1952,

Approximately 25% of 1960 sales came from products under-patents
expiring between 1965 and 1971. In addition, another 40% of sales were products
manufactured under an exclusive license agreement which was recently extended
for approximately 10 years.

_MARKETING

Much of the recent success of Camco, in the face of a world wide recession
in oil production, may be attributed to its expanded sales organization, Until 1957,
Camco's sales efforts were concentrated in the Western Hemisphere, particularly
the United States, Canada and Venezuela.

Management recognized the potential growth of oil production in other areas,
and took steps to organize its own sales force and acquire sales agents in those
areas not serviced previously. Sales and service are now available in all areas where
oil is produced, with particular emphasis being placed in the following areas:

South America North Africa
Europe

At the end of fiscal 1960, Camco had 28 sales and service offices or agencies

in the United States, Canada, and Mexico. Another 21 were located in other areas,
with a high concentration in South America.

CAPITALIZATION (7-31-60)

Long Term Debt 4 3/4% Note $ 130,000
Common Stock $1 par
500, 000 shares authorized

384, 000 shares outstanding "$ 384,000
Capital Surplus 1,861,000
Earned Surplus 1,750,000 3,995, 000

$ 4,125,000
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Book value per share was $10.40. There are options outstanding to
purchase 13,500 shares of stock at $10, 75 per share until 1962. - Of the shares
outstanding. American Research and Development Corporation owns 85, 000
shares, or 22%, and management an indicated 100, 000 - 110, 000 shares.
There are approximately 1,200 shareholders.

MANAGEMENT

The management team is headed by Mr. Harold E. McGowen, Jr., who
assumed control of the Company in 1957. Much of the Company's success
since that time is the result of his able leadership. Mr..McGowen, 41, is a
graduate engineer from Texas A & M, and has also attended the Harvard Business
School.

The other operating management is young (average age near 40), aggressive
and experienced. It is interesting to note that three of the officers are graduates
of the Harvard Business School, acquiring business experience as well as technical
ability. '

OPEBATING DATA

S YEAR FINANCIAL SUMMARY
Net . Earnings
Year :Gross Before % Of Per
7-30 Sales Taxes Sales Depreciation  Share* Price Range

1960  $6, 158,000 $ 765,000 12.4%  $ 292,000 $1.02 131/2 -9

1959 3,193,000 561, 000 10.8 215,000 .75 19 -93/4
1958 5,382,000 516,000 9.6 190,000 .60 141/4 - 95/8
1957 5,836,000 962,000 16.5 192, 000 1.30 29 -131/4
1956 3,775,000 428,000 10.3 108, 000 .70 14 1/2 -8 1/4

* On shares outstanding at the end of the period,

From 1946 to 1957, Camco's growth paralleled that of the oil industry and
the gas lift industry, with little regard being given to operating efficiencies, With
the advent of the recession in oil production and a decline in sales, considerable
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internal reorganization was necessary to restore profit margins. In less than
three years this has been accompli shed, while at the same time research and
development expenditures have increased sharply.

For 1961, we are estimating sales at $7, 000, 000 and earnings of $1. 25
per share. By 1964, with the products currently available for sale, Camco
believes sales can rise to $10, 000,000 and earnings to approximately $2.00 per
share.

FINANCIAL

As of July 30, 1960, the Company had current assets of $3, 078, 000,
including cash of $235,000. Current liabjilities were $1,014,000, and working
capital was $2, 064, 000, equal to 36% of net sales in 1960. Cash flow after common
stock dividends amounted to $644, 000. :

Any future expansion should easily be financed out of retained earnings,
-or if necessary, from borrowing, rather than through the sale of commeon stock,

COMPETITION

Cameco is the leader in the gas lift equipment field, accounting for about 40%
of total industry sales. This has been accomplished despite the fact that its three
main competitors are organizations many times the size of Camco. This success
is the result of superior research, patent protection, and intensive sales effort,
There is no reason to assume that any of these factors will change, and Camco should
be able to meet future competition prdfitably,

QUTLOOK

The world wide demand for petroleum, outside the United States, continues
to grow at a rapid pace, particularly in Western Europe and South America. Camco
is concentrating its sales effort in these areas and should benefit from their growth.

The superior services and new products which the Company is able to offer
should result in a steadily upward trend in sales and profits. There are many oil

fields throughout the world which can benefit from the economical gas lift method
of oil production.

Research Department.
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STATEMENT OF INCOME
- : } (Subject to Annual Andit)
For Three Months Ended October 31, 1960 and 1959

- Camco, Incorporated and Wholly Owned Subsidiaries

1960 1959
GROSS SALES .evereverressansmessemnssernsenrarans $1,708,000 $1,398,000
Less Trade and Cash Discounts......ceen 133,000 110,000
NET SALES veeeseesacsrocosessesssnerssessensessane 1,575,000 1,288,000
. Less Cost of Goods Sold...c.ceuvueens raree 882,000 769,000
GROSS PROFIT ON SALES seeeeterssssssssnens 693,000 519,000

OPERATING EXPENSES

Selling EXpensesS.ccosessesssacnsns [ 268,000 192,000
General and Administrative Expenses.... 169,000 139,000
467,000 331,000
NET INCOME (BEFORE TAXES).ctaersrnas 226,000 188,000
Provision for Federal Income Taxes...... 108,000 87,000
NET INCOME (AFTER TAXES).eerearivarasas 118,000 101,000
NET INCOME PER SHARE (384,000 Shares) $ .31 $ .26
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THIS LETTER IS NOT A PROSPECTUS AND [S NOT A SOLICITATION OF ORDERS

Field Trip Report

CAMCO INCORPORATED

(Traded Over-The-Counter)

Summary

: Wherever oil wells have ceased to flow normally, the advanced and patented

~  products of Camco come into play. Whether these wells have become 10% or 25% de-

“ pleted makes little difference. The oil must be brought to the surface and Camco

g has found an economical and efficient means through gas 1lift equipment. Thus, Camco
products and services are in demand all over the world. The company's fortunes are
not directly tied to drilling activity. Accordingly, during the last recession in
the oil business, out of which the petroleum industry is now emerging, Camco fared
comparatively well,

In fact, as long as worldwide petroleum consumption continues to e¢limb, Camco
should preosper. Even more important are the ambitious aims of the able Camco manage-
ment. Not satisfied with a growth record which is the envy of the oil well equipment
industry, (sales have risen 1500% and profits have increased 21 fold since 1948),
Camco management has embarked upon a product diversification and new product develop-
ment program which is expected to increase sales and earnings substantially in coming
years. :

Fundamental Position

Camco was organized in 1946, .The principsl products were gas 1ift valves,
surface controllers, and mandrels used for a convential gas 1ift installation in the
artificial 1ift production of oil. In 1951, the company secured an exclusive license
to manufacture and sell a radically new design of mandrels. Harold E. McGowen Presi-
dent of Cameco, and formerly a young engineer with Sid W, Richardson, Inc., invented
and patented the "side pocket mandrel" which removes and replaces any valve by drop-
ping a solid steel wire line inside the tubing with speeial tools attached to the
wire, This can be done without the time and expense of pulling up the tubing or re-
moving other valves beiween the one being worked on and the surface. Today, wire-
line retrievable gas 1lift valves account for approximately $2.6 million of annual
sales volume,

In 1955, Camco entered the wire-line service field, Activiiies were broadened
to include tools employed in a wide range of other oil well jobs including permanent
type well completions, and various production services such as sand washing, bottom-
hole pressure reading, ete. Camco's hydraulic-powered wire-line reel, electronically 1
controlled, has been adapted to 40 trucks, 8 boats and barge-mounted skid units which
are now operated in most of the leading oil areas of the U. S. and offshore, also in
Canada, Mexico and South America. Camco also makes and sells many tools not connected
with gas 1ift.

servation

The Company's principal manufacturing plant and headguarters is located in
Houston, Texas. Plants are also located in Mexico City and Belfast, Northern Ireland.
The plant in Northern Ireland enjoys a tremendous cost advantage over competitors.
A11 manufacturing facilities are being steadily expanded. The Houston plant is cur-
rently on a two-shift basis. The company prides itself on its fine staff of graduate
sales engineers. Camco recently acquired a complete line of tools and patents from
National Supply Company (Armco Steel) which will add about $200,000 to annual sales.

New fully patented products recently introduced and now in production include
the Rubbercup Check, the Improved Controller, the Gas-Powered Clock, the Storm Choke
or Safety Valve (automatically shuts in the well tubing and prevents the well from
blowing wild), the Flexiseal Plunger, and the Magnaset Nipple and the Hydratek Valve.
The Magnaset Nipple and Locator Tool Series are finding a number of applications in
addition to its use in wire-line operations. Magnaset is expected to add over $3
million to Camco sales in the next two years, and be the center of a whole family of
new and profitable tools. In addition to three dozen or more patents which the
company owns, another thirty or so have been applied for,

When pressures in the oil reservoir have fallen to the point where a well
will not produce by natural energy, some method of artificial 1ift must be employed.
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Since only approximately 25% of oil is raised by natural pressure, great urgency is
expended to retrieve the additional 25% available through secondary recovery and gas
1lift. The gas 1lift process is accomplished by artificially injecting gas under pres-
sure to re-energize the well fluids. It consists of foreing gas down into the casing
annulus (the area between the well casing and tubing) and injecting it through pres-
sure controlled valves into the tubing below the oil level, thus raising the oil to
the surface. A properly designed gas 1ift installation is the most economical form
of artificial 1ift when an adequate gas.supply is readily available. Initial instal-
lation cost is about 1/10th the cost of competing pumps; production costs per barrel
are about 1/3rd the cost of pumps. Continued maintenance is lower than for other
methods of artifieial 1ift.

0il is power. Within the vastness that is the oil industry, secondary oil
recovery is one of the exceptional growth sectors., Today one out of every six barrels
of oil is produced by secondary recovery. Experts believe that one of every three
barrels will be produced by this method within ten years. This is truly big business
and oil company managements are ear-marking inereasingly large portions of their re-
search and production budgets to this method of 0il production. Camco serves this
exploding segment of the oll industry with patented and indispensible tools and serv-
ices which are dramatically cheaper and more efficient than its competition. Proof
of Camco's services is Camco's customer list which numbers 350 major oil companies
including Amerada, Atlantic Refining, Cities Service, Gulf 0il, Shell, Sun 0il and
Texaco,

Finances & Capitalization

Attesting to the fact that this Texas based concern has besn highly success-
ful is the strong balance sheet. As of July 31, 1960, the end of the last fiscal year,
current assets amounted to $3.0 million, compared with current liabilities of $1.0
million, a current ratio of 3 to 1. Property, plant and equipment is carried at $2.7
million less $1.7 million reserve for depreciation. Stockholders equity amounted to
$3.9 million or in excess of $10 per share. Cash flow last year ran about $700,000,
Trucks and boats are written off in 3 years.

Capitalization consists of $130,000 in long term debt and 384,000 shares of
$1 par value common stock outstanding. Almost 50% of the stock is closely held by
Camcc management, ineluding 85,000 shares held by American Research and Development
Corporation which is represented on the Board of Directors of Camco. ARD bought
10,000 of these shares for $14.70 apiece in 1959. Further expansion will be financed
out of internally generated cash and long term obligations.

Growth Record The following table depicts the company's progress over the past decade
and includes an estimate for the current year.

Year Gross Sales Pre-Tax Margins  Net Income Earned Price Range
7/31 000 % 000 Per Share* High Low -
Q
1961 B $ 7,000 14.0 $ 480 $ 1.25 151/2 91/ 8
1960 6,158 12.0 390 1,02 13 1/2 9 1/2 >
1959 5,193 10.8 287 0.75 19 11 a
1958 5,382 9.6 232 . 0.60 14 1/4 9 5/8 8
1957 5,836 16.5 450 - 1.50 29 1314 &
1956 3,725 11,3 211 0.70 1w 1/2 81/4 1
1955 2,758 - 9.2 125 0.55 10 81/8 2
1954 1,996 10.3 86 0.57 Q
1953 1,320 8.k 48 0,32 3
1952 1,168 3.8 30 0.20 - - B
1951 933 9.0 39 0.26 - - - éE
1950 gm b1 20 0.13 - -

E - estimated

# - Thus far in fiscal 1961 -

* _. On 384,000 shares in 1958-60; 300,000 shares in 1956-57; 225,000 shares in 1955 and
150,000 shares in 1951-54,

Dividends of 10 cents per share have been paid in each of the past five years.
This general policy is expected to continue as the major portion of earnings is plowed
back into the company for research and development of new products and for plant ex-
pansion, '

The Future

Under the inspiring leadership of the capable young (41) president, Harold
E. McGowen, Jr., the able management team {average age is the high thirties) intends
to keep adding product building blocks to the company's foundation in order to maintain
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and improve the leading position now enjoyed. An electronics division (solid state
elements are already employed in some of the company's unique systems) for example,

is being energized to work on problems found in the firm's specific area of endeavor.
The aim is to strengthen this aspect in the company's affairs and have it pay its own
way., Some of the company's activities parallel similar work being done in the missile
and rocket field. While it is too early to say at this point, there does seem to be
some likelihood that the company will try to take on certain specialized government
work at a later date.

The primary purpose for the company to enter any given area of industry is
to attain a leading position just as it enjoys in wire-line truck service, standard
gas 1ift valves, magnaset and wire-line tools. Camco has compiled a number of firsts
in its field since starting in business. Several new products will be introduced this
year and subsequently amnnounced to stockholders by October of 1961 in the Annual
Report. One particular product, highly classified at this time, is of major signifi-
gance. A paper on it will be submitted to the American Institute of Mechanical En-
gineers in March of 196l.

The company has plant capacity capable of producing $7 million annual sales
volume and this level should easily be reached this fiscal year. With only a small
capital outlay this could be raised to $10 million. Assuming that Camco does no better
than hold its own in the industry business in gas 1ift, wire-line service and other
tools it makes (a $30 million annual volume assumed for total industry), a sales goal
of $10 million is a reasonable possibility over the next four years. On these sales
and applying the 12.0% pre-tax margin of 1960, earnings of over $1.60 per share on the
present stock are projected (after taxes).

Conclusion

The common stock of Camco, Inc., currently available around its asset value
and at less than fifteen times current estimated earnings is an attractive long term
investment, in our opinion. Intrinsic appeal is further embellished by the fact that
the common stock also sells at a comparatively low ratio in terms of current estimated
cash earnings of over $2.00 per share. Listing of the shares on the American Stock
Exchange has been discussed but a decision has been put off to a later date, perhaps
this time next year.

Richard M. Mahar
Research Department

December 5, 1960
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CAMCO, INC.

A Low-FPriced, High Quality Speculation

What is quality? It's not size, It's not price, You can hear the solid sound of
it when you slam the dodr of a truly well-made car; you can feel it sometimes in the
material of a lovely dress, Wherever you find it, you know that that car, or that
dress will outperform its more common contemporaries, and thal, its owner 1s indeed
fortunate, I recently visited a small company in Houston, Texas, where the true ring
of quality seemed to me unmistakeable, This is CAMCO, INC., and it serves the oil
industry, Through creativity, ingenuity and the most modern business methods, it is
achieving rapid growth within 2 mturing industry, and it has already become the
worldwide leader in gas lift recovery, despite competition from Dresser, Halliburton,
U, S. Industries and others, Furthermore, it is small, has only 384,000 shares out-
standing and its stock is inexpensive (at 14, it sells at 14 times last year's earn-
ings and at 135% of 7/30/60 book value,)

Camco's activities are concentrated on providing services for the production of
oil, Prior to 1958, this concentration was fortuitous; but since then it has been
deliberate, because the depression which then settled on the c¢il industry has cur-
tailed drilling and sharpened the competition in refining and marketing. Camco's
management decided then that as long as final demand for oil kept rising (and it has)

worldwide production would alse rise, and their research programs were directed
accordingly,

HISTORY

A little historical orientation is necessary, The company was organized in 1946
and gradually developed a small but profitable business as a supplier of valves, con-
trollers and mandrels for use in gas 1ift production of oil, There are various ways
of getting oil out of a well, once it has ceased flowing naturally, Pumping is one,
Gas 1ift is another, It consists of forcing gas down into the casing of the well and
injecting it through pressure-controlled valves into the tubing below the oil levei.
Properly designed, and in areas where sufficient gas is available, it is the most
economical method of artificial 1lift, both as to installation and as to operation, It
is garticularly advantageous where there is a lot of water with the oil, or a lot of
sand,

By 1950, Camco did $580,000 in this business and netted $20,000, Progress was
hampered, however, by a problem common to the industry, and it was the solution to
this problem which brought Mr, Harold E. McGowen, Jr,, now president, into the or-
ganization, In simplest terms an oil well is a drilled hole, 1/2 to 3 miles deep, The
hole is walled with a "casing! and this casing is perforated at the producing zone or
zones to admit oil into the well, The bottom is cemented to prevent the oll's escape
in that direction, and then a "tubing" is lowered into the well, through which the
o?l is forced to the surface, Gas 1ift recovery involves operating various valves at
different depths along this tubing, to control the flow and pressures of the oil and
gas. Whenever one of these vales failed or required repair, it was necessary to mll
it back up to the surface, which meant putting a rig on the well and pulling 1/2 to
3 miles of tubing out of the ground, including all the valves which were higher than
the troublesome one, You can imagine what a costly nuisance this became,

Mr, McGowen, a young engineer with Sid W. Richardson, Inc,, invented and patented
the "side pocket mandrel", which houses valves inside the tubing in pockets, in such
a way that any valve can be removed and replaced by dropping a solid steel wire line
inside the tubing with special tools attached to the wire, This can be done without
pulling up the tubing or removing other valves between the troublesome one and the
surface, Camco obtained an exclusive license under this patent (which still has 10
years to run) and later obtained the services of Mr, McGowen as well, It prospered,
Gross sales rose 500% to $2,758,000 in the next five years, and net income rose 625%
to $125,000,

;n‘financing this rapid expansion, the company made a most fortunate connection,
American Research & Development Corp, of Boston, lent money and then bought 75,000
shares of stock, From this relationship, however, Camco gained far more than finan-
cing, To it I attribute the facts that Mr, McGowen and other top management have
since attended the advanced management course at Harvard Business School, that all
management perscnnel go through university courses, that the company has adopted IBM
systems of accounting, payroll, budgeting, forecasting, etc., that research has be-
come a most important corporate activity, In short, the sophistocation of this small
company must be due, at least in part, to the influence of ARD,
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In 1955 Camco sold 75,000 shares of stock to the public at 10 and launched itself
on the path of its great future potential, It introduced an electronically-controlled
hydraulically-cperated wire line reel mounted in a truck, This was a logical step,
Since its retrievable gas 1lift valves were serviced with wire line equivment, The
unigue thing-is that at that time the wire line service industry was dominated by the
Otis Engineering Corp., now a division of The Halliburton Co,, and that its operators
did their jobs purely by the "feel" of the line in their fingers, Picture the problem,
One is trying to Fetrieve a tool or replace a valve or whatever by working with a
steel wire through a pipe which is two or three inches in diameter and 1/2 to 3 miles
long, Obviously, the only motions one can make with the working end of the wire,
miles away in the tubing, are up and down., It can't be moved sidewise; it can't be
rotated, When the company entered this field, its trucks revolutionized wire line
operations, and Otis was forced to modernize its cwn equipment in order to compete.

The next five years, to July 31, 1960, are broken into two periods, Until 1958
and the aftermath of Suez, demand for gas 1ift valves etc,, continued to boom, and
1957 was the company's greatest year. In addition to prosecuting this business s
research program concentrated on building up a full line of wire line tools, and in
October 1957, 84,000 more shares were sold to the public, this time at 17, to finance
the company's expansion. Then recession came to the industry and gross sales dropped
from $5,836,000 in '57 to $5,382,000 in '58 and $5,193,0C0 in '59. Farnings dropped
from $1.50 per share in '57 to 30,60 in '58, Management cut costs in its manufactur-
ing facility very sharply, but moved to increase its sales and research departments.
Its research effort was directed toward developing wire line tools, because these
tools were used in servicing producing wells, and management reasoned that this would
?e the most stable and profitable area of the oil industry, as well as the most log-
lcal one for Camco, A mature well undergoes a major workover on an average of every
th?ee or four years, while lesser workovers occur every two years, and some sort of
malnt?nance is usuvally required at least every six to nine months, Several new tools
were introduced over the next two years, giving Camco's wireline service force a
nearly complete line, The number of trucks was increased to 40, plus eight boats op-
erating in the Gulf of Mexico, The result of this effort was that in the year ended
last July, gross sales had surged to a new high of %6,158,000, and earnings had re-
covered to $1.02 per share, About 2/3 of sales were of gas 1ift equipment, while
about %23000,000 was generated by wire line tools and service,

This good record was developed through energetic sales plus effective research.
Keanwhile, a tremendous effort was underway to overcome a certain advantage enjoyed
by CaWCO’s major competitor in the wire Line business, This involved the problem of
locating and locking wire line equirment at the desired point within a well's tubing.
The competitor has a patented method for accomplishing this mechanically, Camco dev-
eloped and patented a method of doing the job magnetically, and its first "Magnasetn
selector tools were marketed last year, Only small numbers of the tools have so far
been made, but they will soon be in volume production and management believes that
Fhey will open the door for really important penetration of the wire line market with-
in the next few years, In fact, the potential annual market for this one tool is
believed to exceed $3,000,000,

.The Magnaset story is significant because it illustrates management 's "modus oper-
gndl". The search for opportunity results in focus upon a particular problem, Research
18 br9ught to bear and a product developed to fill the need, often embodying some new
technique, Thus Magnaset, does magnetically what had formerly been done mechanically,

and the wire line service trucks use electronics and hydraulics to replace manual
dexterity.

OPERATIONS

Camco's office and manufacturing plant in Houston are located on a company-ormed
eleven acre site, Since the original installation in 1954 they have heen enlarged
three times, and a new research laboratory is currently under construction. There is
a comprehensive long range development plan on one of the office walls, and next summ-
er, when the lab has been completed, a further addition of the manufacturing plant
will be started, (It is typical of management to have a long range plan for efficient
e¥pansion, divided into small enough steps so that growth can be financed without
diluting the equity of which management and American Research together own 50%,) The

Shopé vhich is non-union, is neat but erowded and is currently operating on two shifts
per day,
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The Houston facility includes 41,600 square feet of floor space, to which the new
research lab will add A400 square feet, There is a $130,000 4 3/0% mortgage on the
building and the lab will be financed in part by a 5 1/2% mortgage held by the Pruden-
tial Life Insurance Co, Outside the United States, there is an 18,000 sq, ft. leased
plant in Northern Ireland, from which much of the growing foreign market is supplied,
and an 8,200 sq, ft. leased plant is being readied for production in Mexico. In these
plants, Camco manufactures 11,000 parts for its products, many of which must operate
in a highly corrossive environment at pressures up to and even above 10,000 1bs, per
square inch and at temperatures up to 300 degress Faranheit,

TEN YEAR STATISCAL SUMMARY

Gross Net
YTear Sales Op,Inc _ Deprec, Income Earn{a) *Price Book
Ended  (000) (0OG) Op,Margin (0C0)  (000) per sh.Divd Range Value
7/31/60 $6,158 1,057 18.,7% 292 $390 $1,02 0,10 14 - 9 1/2 10.40
59 5,193 776 16.6% 215 287 0,75 0.10 19 - 93/4 9,49

58 5,382 706 14,7% 190 232 0,60 0,10 141/4- 9 5/8 8,84
o7 5,836 1,154 22,3% 192 450 1,50 0,10 27 13 1/hL 6.28
56 3,775 536 16,24 108 211 0,70 0,10 14 1/2- 81/, 4L.88

55 2,758 321 13.2% 57 125 0,55 0,20 10 - 81/8 2.72
54 1,996 242 13,4% 27 86 0,50 0,10 - - -
53 1,520 - - - 48 0,30 0,10 - - -
52 1,168 - - - 30 0,20 Nil -~ - -
51 933 - - - 39  0.26 Nil - - ~

% Calendar Year

(a) In 1958 and thereafter, 384,000 shares have been outstanding, In '56 and !'57

there were 300,C00 shares; in '55 there were 225,000 and prior to that
15C,000 shares,

THE FUTURE

Camco's management has a taste For success, They are extremely conservative
financially, but in their own words are willing "to dare anything within the limits of
integrity" in the prosecution of their business, They plan to grow through the devel-
opment of patented products useful in oil production, In the last eight years the
mumber of company-owned patents has increased from three to three dozen, and this
trend will continue, They are doing intensive research in their own labs on the app-
lications of electronies to oil preduction problems and are supplementing their own
capabilities in this ares by engaging outside help, There are currently two important
products in the laboratories, about one and two Yyears away from public intreduction,
each of which could ultimately double the company's present size, There will be more
such products in the future, if my ludgment of the company is correct,

Coming down to the near term, it now looks as if fiscal !6l. grosssales will amount
to about $7,2006,000, Net income should approximate $500,000, or $1.30 per share, anrd
the 10¢ dividend should either be raised slightly or supplemented by a stock dividend,
The stock is selling at the lower end of its historical range, although the company 's
business has never been better nor its future brighter, There is real value behind the
present price, and the management is frank to state its objective of achieving growth
without diluting the equity of the present shareholders. All in all, I think this
specnlative stock has quality, and its owners will be fortunate,

Edgar Scott, Jr,
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PRIVATE AMND CONFIDENTIAL . . 2nd Deoember, 1960.
Wm. M. Edwards, Esq.,
Camoc, Limited,
Carnmoney rocd, . _
Fhiteliouse, T - v : :
BELFAST. ) . . ' ‘
+
Dear Mr. Edwards, T

» This letter is being written as promised diuring the course of our
sonversation on the telephone this morning.

"It is our ususl practice in instelling a Pension Scheme to obtain’
agreement to adoption of our cecommendations as set out in e report prepared
efter exemination of the particular problem invelved.. In your oese, the
relevant information is contained in the report dated 11th November 1960, of
which I presume Mr. Harold E. Ncfowerd, Jdnr., your President, lias & copy.

Much of ‘the work of preparing the Rules, arranging the Contract with
the Assurence Company and c¢lezring the scheme for texation purposes with the
Tnlsnd Revenue cen pe done -nly after the scheme has been instelled, since it
is necessary to tailoruake eacn scheme to the needs of each client.

However, 1 appreciate that your Board, working at a distance as they
are, may [eel disinclined to ueke our services for granted in spite of the ‘
fuet that that is the procedure always adopted. I em therefore preparing &
prelimincry draft of the Trust Deed end RAules, am obtaining = specimen of the
Contract o be issued by the Assurance Sompany and will glso send you = copy
of the Assurence Company’s accounts so that your Joard caa be satlsfied elso

25 to their stending.

Tt is aimost impossible to cover every espact of tna plan at this
stage and if, consequently, ir. MeGowen czyes Lo let us have a nole of zny
specliiic peints upon which he would like to have further information, I shell
ve very pleased to supply it.

It . HoGowen or your Board ere in any doubt eas to our standing
or trustworthiness, or our zbility to puerenice in advance that the Schene
will be handled completely in accordance with you $miﬁhes and ro your satls-~
faotion, 1 would suggest that a word with Ur. .F. 8% Jacobs (Hughes Tool Compeny,
Housten, .Texas) who hes had experience.cf our services,.will set their minds.
at rest. \ '

N I
* , '.v(\'r‘.' =

kY
'

1 hope to let you hgvewéhé dcoumanta mentiﬁned above not later than
the end of next week.

v

Yours truly,.

! ,
L L

by Vo

S
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Please Handle REMARKS -

Please Approve

Plsase Note
& Return

For Your L

Information [y

Please Sea Me

Pleasa Advise

Your File

Your Signature: FRO

FormNo. §/17 11/19/58

* Fhoto Copy Preservati

—~—
et




CTARTHIR ANDERSEN & (o,

Peormras Hosise
Crereest ooy ib Boronn maNGs
Fosnos i, 02

December 5, 1960

D. E. Britchford, Esq.

Peat, Harvick, #itchell & Co.
P. 0. Box 123 .
Sandringham House : '
Nassau, )
Bahaaas

Dear &r Britchford:

I must apologise for the delay in replying to your letter
of Hove.ber 1, which was referred to me aa the partner 1in charge of ‘our
tax departwent in London. I was sway frou the office for a zonth
through illiness and cextaln matters, upon vhich the prelizinary work
had already been done, hal to be held over for ¥y review. In view of
thie delay, I am replylng direct to you, rather than through ¥r Kinmey

| to vhom I am sending a copy of this laitter; . a copy 15 also being sent

| tu ¥Mr W. ¥. Edwvards, the cmanaging director of Canco Limited, Belfast,

i Hortheran Ireland. 1 ‘

| ’ St

i. Pricing. We agree that the greatest care must be exercisea in
pricing sales from the English coupany to the Behamas coapeny in
order to avold the United Kingdom Revenue authorities invoking .
Saction 469 of the Income Tax Act 1952. This Sectioniprovides,
in this particular case, that vhere any property is sold at a
price less than that "which it wmight have been expected to fetech

"+ if the parties to the transaction had been lniependent perscns

dealing at aru's length," the profits of the seller ares coumputed
as though the price had been the arm's length price.

responeible for non-sterling sales, and bears the selling expenses
relative thereto, the resulting "selling profit" should not be
taxed in the United Kingdom, provided that a fair "manufacturing
profit” stil)l acerues to the English couwpany. :

! 2. Tranefer of part of trade or business. There is no questlion but
that under the proposed arrangesents part of the trade of a bvody
corporate resident in the United Xingdou will be transferred to a
person not 20 resident, viz: +the Bahmmas compeny, and that the
proposed transfer cowes within the provisions of Jection 468 (1).
The Treasury have, howvever, given general conseant, in advance, to
any such trangfer, or transaction, where: -

|

|

\

\ .

\ ' We think that on the basis that the Bahamas company 1s wholly
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(a)}) the body corporate resident in the United‘Kingdom
(i.e. Caumco Limited) i1s incorporated after the passing' of
the Ac¢t for the purpose of carrying on e new trade or''
business not theretofore carried on by aay peraom;

and

:{b) ¢ore than fifty per cent of the izsued share caplital of that

body corporte 1n existence at the time of the tramsaction
in qQuestion 138 then, and was when 1t was issued, 1n the
beneficial ownerzhip of persons not ordinmarily resident in
the United Kingdom.

Ca.co Limited was incorporated on October 6, 1953, for the
purpose of carrying omn a pew trade, as distinet frow taking over
an existing business or trade, and it is and has always been the
wholly owned subslidiary of Camco Incorporaeted, which is not
<riinarily resident.

Tha proposed transfer of part of the trade of Cguco Linlted
to the Bahamas company cowes, therefore, within the general
consent and no application to the Treasury will be necessary.’

Salesmen based in the United Xingdom. We would imagine that -~
the Bahamas company ealesmen would work in the United Kiangdowm
in connaction with the purchase here of products for export
fron this country and that nc sales contracts relative thereto
would be concluded 1n this country. ©On this basis no United
Kingdon tax gomplicatlons would arise ag regards the cowpany.

We agrée wvith you that the presence of the salesmen in the
United Kingdo: would not of itself affect the residence status
of the Bahampas coapany which would, of course, be determzined on
the basis of where the actual mansgement and control of the
coxpany was located 1. e. Bahanmss. ' 1

Care should be exercised to ensure that the English coapany
cannot be regarded by the authorities here as an agent of the
Bahamas couwpany in the result that the latter will be deemed
to be trading in this country. In order to safeguard this
position, all orders in'respect of sales to customers of the
Bahanmas company should émanate from that company and never {roum
those customers direct..

We truet that we have covered all the points you had in wmind,:

but please do not hesitate to let us kneow if we can be of any further
assistance.

. Very truly yours,
ARTHUR AHDERSEN & CO.

A. Ki oLe. - Housuon Ry )
o

ShagTa_ - Balilist By

;.‘,:{-'(.c.‘i/-ﬁﬁ' ./ .

-
-

S
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FULBRIGHT, CROOKER, FREEMAN, BATES & JAWORSKI
ATTORNEYS AT LAW
BANK OF THE SOUTHWEST BUILDING
HOUSTON 2, TEXAS

Rovember 29, 1960

Hombers of the Doard of Directors of
ameo, Incorporated

Daay Membeyr:

1 am enclosing for your infomatlon one copy
each of the minutes of {he Board meetings held on Ocko-
ber 10, 1966 and Movember 256, 1960,

I you have any guestlons or coumenis, plesse
do not hesitate to advisa.

Vary traly yours,

W Vo

Yames H, Kerr, Jr,
For the Fimm

T3/ /b8
eneliogures
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CAMCO, INCORPOEATED
MINUTES OF ANNUAL MEETING OF BOARD OF DIRECTORS

Held October 10, 1960

The annual meetin% of tne Board of Directors of
Camco, Incorporated {"Camco' ), was neld in the conference
room of Fulbright, Crooker, Freeman, Bates & Jaworskl, 8th
Floor, Bank of the Joutnwest Buildling, Houston 2, Texas, at
5:30 p.m., October 10, 1960, immediately following the

ad journment of the annual meeting of stockholders of Camcc.

The Following, having been elected directors of
Camco at the annual meeting of stockholders, were present
and participated in the meeting:

Faul R. Mills

Harold E. MeGowen, Jr.
Sam W, Pearce

Grover Ellls, Jr,
Henry W. Hoagland
George H. W. Bush.

Mr. #111liam M. Edwards was unable to attend the
meeting,

Mr. Paul R. Mills acted as Chalrman of the meeting
and Mr. James H. Kerr, Jr., acted as 3Secretary thereof.

The Chairman anncounced that a guorum was present
and that the meeting was duly constituted. The nreading of
the minutes of the last meeting was walved and the minutes
were approved 1ln the form circularized tc the members of the
Board. .

The Chairman stated that nominations were in order
for the election of offlcers. On nomlnatlions duly made and
seconded and by unanimous vote, the following persons were
elected to the offices of Camco indlcated by thelr names %o
serve as provided 1n the bylaws:

“Name Oifice
Paul R. Mills Chairman of the Board of Directors
Harolid E. McGowen, Jr, Preslident
William M, Edwards Vice President
Sam W, Pearce Vice Preslident
Georgze A, Klmmey Treasurer
William M., Edwards Secretary
Clarence E. Loucek Assistant Secretary
James H., Kerr, Jr. Assistant Secretary

-1-
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Or: motlon duly made and séconded and by unanimous
vote, Lt #as .

RESOLVED, that the principal executlve offi-
cers o %he Company be pala the same compensation
for tne fiscal year endlng July 31, !9¢l, &8 was
patd such ofricers for the fiscal year ended July
31, 1960.

The Chairman reported that since the allccation of
options under Camco's 1957 Employee Heatrlctea Steeck Option
Plan, 1t had beccme desirable to add new employees to such &
plan. He sa!ld thzt a new plan, similar to tne 1857 plan had
been prepare:d hy counsel and copies of the new plan were made
available to the Board. After a discusslon, upon motion duly
made, secorded and by unanimous vote, 1t was

RESOLVED, that the 1960 Employee Restrlicted
Stock Option Flan in the form before this meeting
be and it her=bv I3 approved and adopted in all
respects and .. .. a copy nf such plan be ldenti-
fied as Exnhibit A vo these minutes and be placed
in the minute book; and

RESOLVED, that 2,000 shares of Camco's au-
thorlized and unissued common stock be and it here-
by 1ls reserved ror lssuance pursuant tc the 1660
Employee Restricted Stock Optlon Plan; and

~ RESOLVED, that allotment of snares under the
1960 Employee Restricted Stock Optlon Plan be maae
to the followlng employees In the amounts indicated
at an optlon price of $10.7Y5 per share:

Cecil B. Greer 1,000 shares
Giibert H. Tausch 1,000 shares
George A. Kimmey 500 shares
Albert A. Hughes 900 shares; and

RESOLVED, that the proper oi'ficers of Camco
be and they nereby are authort!:éd to execute for
and on behalf of Camco stock opi’'on agreements
with such employees as have beern J4ranted optlons
by the Board under the 1960 Employers Restricted
stock Optilon Plan.

The Chalrman then said tnat conslderation should be
Ziven tc granting to Mr.. George H. «. Bush optlons tc purcnase
Camco stock in the same amount and for the same price and
under the same terms and provisions as the other directors who
are not employees nave been granted cptions for the purpcse of
permitting Mr, Bush tc obtaln a proprietary interest in Cameco.

»hoto Copy Preservatio e




After full discussion, on motion duly made and seconded
and by unanimous vote, it was

RESOLVED, that 500 shares of Camco's common
stock be and 1t hereby 1is reserved for lasuance
under Stock Options to George H. W. Rush; and

RESOLVED, that options %o purchase 500
shares at $10.75 each of Camco's common stock
pe granted to Mr. George H. W. Bush pursuani
to the stock optlon contract in the form before
this meeting, a copy of whlch 1s attached to
thesge mlnutes as Exhibit B.

Mr. McGowen reported to the Board on the negotla-
tiong with The National Supply Company for purchase of 1ts
patents on its plunger equipment and placed before the meet-
ing a form of contract retween Camco and The National Supply
Company in draft ferm, setting forth the proposed agreement.
After a discussicn, upon motion duly made and seconded and by
unanimous vote, 1t was

RESOLVED, that the agreement between Camco
and The National Supply Company in the form be-
fore this meeting be approved, and the preésldent
or any vice president of Camco be and each of them
hereby is authorized and directed to execute and
deliver to The National Supply Company on pehalf
of and in the name of Camco under its corporate
seal, attested by lts secretary or any assistant
secretary, an agreement substantially in the form
presented to and approved at thls meeting with
such changes therein as may be approved by the
offlcer of Camco executing the same, his execution
thereof to be concluslve evidence of such approval.

Mr. McGowen reported that negotiatlons had been under-
taken between Camco and Brown 011 Tool Company which would per-
mit Camco to sell the Brown Oil Tool Company packers, The
negotiations as reported were approved and Mr. HMcGowen was re-
quested to continue such negotiations and report further tc the
Board. :

The Board was brought up bo dale on the reports which
had been recelved by the Company with respect to the organiza-
tion of a subsidiary in the Bahamas, which would act as a hold-
ing company for the stock of certain of 1ts forelgn subsidiaries
and the stock of another company to be organized in tle Banhamas
to act as an operating company and handle forelgn sales except
tn the sterling area. After a thorough discussion, it was
decided that the offlicers obtaln additlonal informatlon as to
the cost of operating auch aubsidiaries and report again to
the PBoard.
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Mr. McCowen recommended that about 500 shares of
Camco stock be purchased, 350 of which to be given to
employees as part of thelr Chrilstmaa bonus and 150 to bea
held in reserve for gifts of 2 shares to each child born to
an employee and, after a dlscussion, such recommendation was
unanimously approved.

The Chairman stated that it would be to The best
interests of Camco to authorize 1t{s president to negotlate
and =zake lcang and execute and deliver personal notes thereon
for the benefit of Camco, and after a diacusaion, upon motlon
duly made and seconded, and by unanimous vote, 1t was

RESOLVED:
(1) Tha Hareld B, NoGowon, J¥s  ou _EGe
mmimg of this t:t:\uu:m.nf1 &? hereby outhorized to make applications fer and

effect loans from time to time on behilf of this corporation from First City National Bank of Houston, Houston, Texas, and
for such lcany, in the name of this corporation, to make, execute and deliver the promissory note or notes, draft or drafts,
bond or bonds, or other written obligation or obligations of this corporation, in such form, date acd maturity and st sach
rate of interest 25 zuch officer or officers of this corporation may determine, and to affix the corporate seal to any such
instrument wheaever neceasary or required;

(2) And that said officer or officers are | sreby authorized in the name of this corporation to pledge as security for
the repayment of any of such loan or lcans, and ny extension or renewals thereof, such assets of this corporation as may
be agreed mpon between such officer or officers of this corporation and Firet City National Bank of Housten;

(3} Ard olso on behalf of this corporation and in its name said officer or officers are hereby anthorized to renew
or extend any lcan or loans from time to time and exscute and deliver promissory notes, bonds or other obligations of this
corporation therefor, or endorse such extension or extensions to any rotes theretofore given;

(4) And =lso said officer or officers are hersby amthorized to endorse, sign and rediscount from time to time with
First City National Bank of Houston any of the Biils Receivabls held or owmed by this corporation and also to sscure such
rediscounted paper in the manner provided for securing loans made by said Bank or otherwise;

(5) And that said officer or officers are hateby authorized to make applications for Letters of Credit and in connec-
tion therewith execute any and all instroments which Firat City Nationa! Bank of Houston may require;

(6) BE IT FURTRER RESOLVED: That the authority hereinbefore given to said efficer or officers shall remain
rrevocable so far na First City Notional Bank of Houston i3 concerned uatil such bank be notifiod of the revocation of such
awtlarity and shall in writing actnowledge receipt of such rotification.

There belng no further pusinesz, upon metlon duly
made and seconded, and by unanimous wote, the meeting
adjourned,

* [t
screcary df‘the‘ﬁ@étin@‘
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