nual Meetmg of the Stockholders of Texaco lnc
oom of The Westnn Hotel 10 East Second

proxy and return n
“ose stockholders or .




PROXY s*ﬂTArE'M‘ENr '

ense will be borne by the Company Proﬂxies i
-be. solucuted by mail, telephone, telegram, or .

Morrow & Co has been: retalned to.

the ‘Annual Report for 1985, including financial

ements has. prevrously been: sent ‘to stock-
It'is not to be regarded as proxy sohcn

older Proposals

'holder_s may. present proposals to be con-

ggregate of the total number of meetmgs of~ e

rd and rts Commrttees on wh|ch the Dure

mploy Dlrectors recewe a ~a'nnual

r-each Board"and

m n of the Audtt and the Non Management Com-
nittees receive annual retamers of. $6 ,000 and

" The. Compensaﬂw )
“times:in. 1985, is composed of Messrs..Mason

e ,$2 500 respectlvely The Chaarmen of the Com-
Sk pensatlon Noininating and Pension Commiltees
“‘receive annualretainers of $2,000.: Directors
~‘have: be n permrtted to defer compensatlon
_received for their services. Such deferred ;
amounts accrue interest at the rates descrlbed in
~the discussion:of the Cash Bonus Plan on page’
13, or could be used to purchase stock units.

Each 'stock unit is deemed to be equivalent-to

one’ share of Common: Stock: of the Company and"
,dwrdend equwalents are’ pald on: such: stock: umts.

‘ T‘te Executlve Commntee may exercise aII of the
" powers of the Board .in'the management. and

direction. ‘of the business and affairs of the Com-
pany: Action taken: by the Committee: is reported

 tc and reviewed by the Board of Directors. This -
‘Committee consists of Messrs. McKinley (Chair- .
‘man), Butcher, DeCrane, Kinnear, Murphy, Parker
,and Roosa and met fourteen trmee dunng 1985

‘The Audit Committee was established in 1939,
~Its members are Mr.-Vanderslice (Chairman), Mr.

Butcher, Mr Parker, Dr: Rogers and Mr. Roosa.
Two meetings were held in 1985. The outside
audntors and such officers and other. employes,

.as‘necessary, dependmg on the nature. of the

matters. under review, are in attendance at meet-
gs-of the Commltiee The Commitiee: revrews
d evaluates the 'scope of the audit, the

“:accounting pohcres and reporting practices, inter- " k
~.nal auditing, internal: ‘controls, security procedures ' o
“and other matters’ deemed appropriate.- The. =
Audit Committee: also reviews the: quality stan-

rds maintained by ‘Arthur-Andersen & Co. in
eir audit:of the Company’s financial statements

~and-evaluates ‘their. mdependence and profes-
_snonal competence

'Commattee which met nine .

(Chairman), Cary and Roosa. This Committee -
has the responsrbmty ‘of reviewing:the Company’s -

f‘compensatron structure.: ' To. this’ end, the. Commnt- "
“tee surveys and reviews _compensation practices’
inindustry to make certain that the Company L

I remains: competltlve and able to recruit and retam

hlgh|y quahﬁed personnel : :




~The Finance: Commlttee cons-sts of Messrs
,;McKmIey (Chairman), Murphy, Vandershce and
Lord Granard and Dr. Rogers. The C om-

ittee met-once in 1985 to review and to make,, e ,Votmg Secuntles

" Excluding 35,267, 184 shares of Common Stock

“rheld:in‘the. Company s treasury, there are out-.

i standmg 239,026,233 shares of Common -Stock.:

.. Each outstandmg share.is entitled- to one vote. on
,aiall matters properly brought before the meetmg .

,recommendatlons to the Board concermng the:
‘Company s ﬁnanc:ai strategres pohmes and -

oard membershrp and ”ecommendsu‘"’
,to the Board as nominees. for electlon G

tlon ‘and personnel devel [

h Pensron Commrttee met thre
embers are Messrs. Cary (Chalrman)
ason. and Vanderslice.: The Committee =
D] vestment policy and guidelines,
, mvestment performance and appomts,

‘and retalns trustees insurance carriers and .
‘ investment managers for the Company s retire-
g ment plans :

}:‘Othor Relatnonshrps :
o Mr.oWrigley:is ‘a controlhng stockholder Presrdent
- and Chief Executive Officer, and a Director of _
" Santa Catalina Island Company. In 1985, the
: Company paid Wilmington Transportatlon Com- -
~‘pany,. a whotlly owned: subsidiary of Santa Cata-
- lina Island Company, $158,230 for tugboat and
- ‘other services: -During the early part of 1985, a
g ‘subsudlary of the Company leased a surplus-air-
. plare to the Wm. anley Jr. Company, of which
- Mr. ‘Wrigley is a Director, a large. stockholder and'.
“Chief, Executsve Ofﬁcer at-a monthly rental of .-
$1 186; 084 : ; :

: f.Payments of $2 617 500 for advertlsmg were ,

. made in. 1985 to media vehicles owned by Capital
Cities/ ABC; Inc., of which Mr." Murphy |s Chair- .~
man and Chief Executlve r"fﬁcer

Dunng 1985 ‘the Company engaged in’ |nsurance
" ‘transactions amounting to $9,671:025 with The
- Prudential lnsurance Company of Amerrca of
““'which Mr: Beck |s Charrman and Chref Executwe
. Ofﬁcer : ; :

8 The above transactrons were effected in the ordr-«
- i\ nary.course ‘of. business on terms at least as

tavor ble to the Company as those obtainable in
slmn'ar transactlons with unaffiliated partles )

: ;Asfof Apnl 1, 19886, fourteen purported denvatlve ‘i
.actions and: one: class action had: beenfiled
: *,agalnst various combmataons of defendants

mcludmg Texaro Inc. and its directors; in connec-

~-tion: with the acqursntlon of Getty Oil Company:
-andthe ensumg litigation with Pennzoil Company
“that resulted in the judgment of $11.1 billion in "

favor of Pennzorl Good, et al. v. Butcher et aI

o ) and ‘eleven. other suits were brought in the Court
S Vof Chancery of New Castle County, Delaware :




, McKmIey, et al. was brought in thc. DIS-
nct'Cqurt of Hams County, Texas; and Leslie v.

‘t‘ al and the class act-on were brought ;

e "mong other thmgs that the directors vio-

eir ﬁduc:ary duhes by causmg Texaco 10"

s of January 1, 1986 all: Dnrectors and Ofﬁcers ; g
as a group. beneﬁclally owned 605,089 shares of -
Common Stock; whlch were Iess than 1% of such S

re elected for a three- year term. :
c¢cordance with the Company’s by- Iaws, the
rdof Dc,rectonjs by resolution at its regular

‘December 14, 1984 meetmg. ﬁxed the total num-- .

ber of Directors at 14..The four persons desig-

‘nated by the Board as nominees for -election as.
‘Directors at the Annual Meetmg in 1986, to serve: '

for the term expiring in 1989, are Messrs. Cary,

‘V'DeCrane and Murphy, and Dr. Ragers. All of the
i nominees are,currently Directors and were previ-
“ous|y elected; y the! stockholders.

Unless othermse |nd|cated on:any proxy, the per-

. 'sons.named as proxy voters in the proxy card’
_intend to vote the shares it represents for all the
- “nominees for a term expiring at the Annual Meet-

“ing in 1989 and until the due election and qualifi-

_ catior of their successors. The Company has no

'“reason, H'o believe’ any- of. the nominees will be dis:

_qualified or unable or unwilling to serve if elected.

“‘However, if any nominee should become. unavana-

. ble for-any reason, proxies may be voted for
_ another person nominated by the. present Board

of Directors to fill- the vacancy or.the size of the

;‘Board may be reduced. Followmg is cer‘tam bio-
g ”graphlcal information ‘concerning the nominges;
- and the Directors whose terms of ofﬁce will con-
',:tmue after the meetmg




; . Mommees For Three-vear Term
f Frank T Cary, 65 t‘ormer Chanrman ofthe’ Board (1973 1983) and a Durector of 1BM: Corporatron was

. elected a Director iof Texaco: Inc. in. 1981 He is:a Director of Capital’ Cities/ABC, inc.;'DNA Plant

Technology Corporation; Hospital Corporahon of'America, Merck & Co.linc., J.P Morgan & Co Morgan
Guaranty Trust Company. New York: Stock Exkhange lnc and’ PepsrC lnc

2 195 haros and 928 siock equrvalent units beneﬁcnally owned as of January 1y

. Altred C. DeCrs Jr.; 54, President Texaco Inc has been a- Drrector since 1977 Prior“to
-assuming his:present. position on March -1, 1983, ‘he: served ‘as‘an Executive Vice Pres«dent andas’
“Senior Vice President and Gereral:Counsel. He'is a Trustee of the American. Umvers:ty of Beirut, and of
‘the Committee: for Eccnomic: Development a Director of CIGNA: Corporatlon and a member of the:
Council for. the College of Arts’ and Le!ters ol Notre Dame Unwers:ty : S

30; 663 sharea beneﬁcrally owned a of January 1

Thomn s Murphy, 60, Charrman and hiet. Executwe Ofﬁcer of Caprtal Cmes /ABC lnc whcch is
engaged broadcastmg cable ‘television and pubhshmg, has' been a Director since 1977 He:is
Chairman :of the New York Umversrty ‘Medical Center-Board" and a Drrector of Johnson & Johnson
General Housewares Cofp and the: Mad:son Square Bays Club i

117 shares and 9 800 stock equwalent umts benencralty owned as:of January 1 1986

- University of Texas at Austm ‘has been a Dlrector :

of that University from 11974 :t0:1979. She-is a Fellow: of the

American Insmute of. Chemlsis a.member of the American Chemicai Socnety and the American Insmute‘ ‘
of Nutrm ; and a Dlrector of Repubthank Austm She has also served as a Dlrector of Guif States~f :

50C sha 1S and 4 781 stock equovslent ’beneﬁciaily oyvned as oty nuary‘ 11986 " ,1 o




5

. Company of which Mr.:Wrigley is among the officers authorized 1o vote the shares owned by that company, or

rectors Continuing in Office Until the 1987 Annual Meeting

r Arthur Patrick H. Forbes, The Earl of Granard, 71, has been a Director, since 1972.° He serves as-

& Director of various corporations, including Nabisco Group Lid. ‘and-Reckitt and Colman.

13,018 shares beneficially owned as of January 1. 1986

, McKinley, 66, has been Chairman of-the Board and Chief Executive Officer of Texaco Inc.
“'since Movember 1, 1980. He was elected Chief Operating Officer in.January 1980 served as President

from. 1971 to 1983 and has been a Director since. 1971.. He is.a member of the National Petroleum-

"‘Council; a Director. ot the ‘American Petroleum Institute, and & Feliow of the American institute of . -

Chemical Engineers. He serves.onthe Boards of Directors of Burlington Industries, inc.; Manufacturers

‘Harover Corporation, Manufacturers Hanover Trust Company, Martin Maristta Corp..and Merck & Lol T

Does: incl

sclaims beneficial interest in‘such shares. "

Does not inc!

“Inc.; is a:Managing Director of the:Metropotitan Opera Association; and .is a member of The Business .
ouncil ‘and the Board ot Managers of Memorial Sloan-Kettering Cancer Center. .. e

eorge Parke . capri nvestor associated” with the Parker family enterprises, which -
nvolve investments and:risk capital ventures, has beena Director since 1961. Hé is a Fellow of the
.J:P. Morgan Library;‘fatsustaining‘membe'r,ofj‘the Daflas Museum of Fine Arts; and'is active:in various’
civic erganizations, including, in France, Chevalier.des Aris et des Lettres, Membre du Circle-des Amis
‘de Versailles, and dent, the: I{nt‘er‘n‘alyiqnal;,Committee, La Demure Historique, Paris. > -

ed as;of‘ January 1,

. Robert V. Roosa, 67, a F';anner“'gf"Bfown' Brothers ‘Harriman 8°Co:, private ‘bankers, has been a.
Director since 1969: He isa Director of American Express Co., Owens:-Corning Fiberglas Corp. and the

National*B’ureau of Economic Research; Inc.; a  Trustee of the Sloan-Kettering institute for Cancer:

i 53, President.and Chie tive Of -and a Director: of Wm. Wrigley Jr.
~Company, ‘has'he Director since 1974. He'is President and .Chief Executive Officer. a
Member of the Executive Commitiee and Director of Santa Catalina isiand Company; a Director
ot American Home Products Corporation; Boulevard Bank, Wrigley Memoial Garden Foundation,
and Northwestern-Memorial Management ‘Corporation.. .He. also. serves ‘as a Trustee of the
University of ‘Southern California, and as a ‘Benefactor and:Lite Member of the Santa Catalina

land Conservancy. RS . o ,

lly owned-as of January 1, 1986 (3)

ude 11.361:shares held by the;Parke,r qundation. inc., of Mr. Parker is President. Mr. Parker

ude 100 shares of the Company's Common Stock held by Mr. Roosa’s wife, as to which Mr. Roosa.

eneficial ownership

nclude 124,796 shares o . the Company's Common Stock owned of record by Wm. Wrigley, Jr.

1,000 shares held in a trust, of which Mr. Wrigley is the trustee, for the benefit of -his son. Mr. Wrigley disclaims. -

eneficial int

erest.in such shares. N




Tl ens ' Directors Continuing in Office Until the 1988 Annual Meeting ) 3
Robert A..Beck, 60, Chairman of the Board, and Chief Execitive Officer of The Prudential Insurance -
“~Company of America, has' been a Director since 1984, 'He'joined Prudential in 1951, was elected.
. President in 1974, and.Chairman and Chiet Executive Officerin 1978,  He is Chairman of The Business
~“Roundtable and.Vice Chairman of the Kennedy Center: Corporate Fund Boar ."He is’ a. director of
-~ Campbell Soup-Company, Xerox Lorporation ‘and the Boeing Company, and is-a trustee of Syracuse
University, Economic- Club .of:New- York; Renaissance Newark Inc. and the Committee for Economic '~
Development. He served as a member of the:National: Committee on Social Security Reform-and the
‘Executive: Committee of President Reagan’s:Private Sector Survey on-Cost Control.

-

529 ‘shares beneﬁ(;iaily olwne‘d as of Jan’uéry 1,:198

“.Willard C.'Butcher, 59, Chairman of-the Board‘and Chief Exécitive Officer-of The Chase Manhattan
Corporation-and its principai subsidiary, The Chase Manhattan Bank. was elected a Director of Texaco -
Inc. in 11981. He became Chase . Manhattari's Chief Executive Officer in" 1980, ‘and ‘was elected

.Chairman .in.1981./He is. Vice Chairman of-the American Enterprise Institute, and a member of The

. -Business Council, The:Policy Committee; The Business:Roundtable; the Brown. University Board of

~Fellows; the:Board of Governors of the Joseph H. Lauder Institute 'of Management and International” .-

. Studies; and the Executive Committee ofthe Board of Lincoln Center for the Performing Arts, Inc. He is

"a Director of ASARCO,Inc.

253 shares beneficially owne a5 of January 1. '1986 ’ :

- Prior to assuming his present position-on March 1, 1983, he was .an Executive Vice President and.a-
Senior Vice President: He is a Director of Corning Glass Works; President of the Board of Trustees of '
St..Paul's School: and-a’'member of the Board of Directors ofithe American Petroleum Institute.

Jémqs W Kinn ar 58,« ice’ Ch,‘alrrﬁan of the Board ofTexaco tné.. has been'a Directycjr since 1977,

/43,881, shares’ beneficiaily.owned as of January t

‘Elvis L. Mason, 52, Managing Partner. ‘the ason Best.Company, a privately held merchant banking -
“concern, was elected a Director of Texaco Inc.in- 1981." He joined InterFirst Corporation in: 1974 as
Vice: Chairman ‘and. servad as: Chairman of the ‘Board or-President ‘and’ Chief Executive Officer - of
InterFirst Bank Daifas; N:A., its lead bank; from April 1976 to November 1980. He was named Chairman
.of the Board.and Chief Executive Officer of InterFirst in-July 1980 and served in that capacity: until
»-January ‘1984 .He'is a Director t Associates Corporation' of North.America ‘and Lone Star Ste

et

00 ‘shares beneﬁcially owned as of Jaﬁuary 1986

Thomas A..Vanderslice; 54, Chairman, President-and Chief Executive Officer of Apoilo Computer Inc:,
has been 'a Director since’1980. He was tormerly’ President ‘and Chief Operating: Officer. of GTE
-~ Corporation.:Prior o December 1, 1978 he served as an officer of General Electric Company.. He'is a
irector of Emery Air. Freight Corp. and Computer Consoles; Inc.,:a Trustee.of Boston College, and the
ommittee for Economic Deve!opment: a member.of the National Academy of Engineering, Connedticut -~
Academy of Science and: Engineering, the American. Chemical Society, the: American: Institute of
Physics, and member of the Steering Committee ot the Economic Policy Council of the United Nations
SSOCIation. T T T e s : T

; ‘ZOO‘kshka‘i'es and 6231 stock equivalent units beneficially owned ‘as of January 1,-1986




'Board of Dlrectors of the Company of Arthur
‘Andersen & Co. to audit the accounts of the

dxt“,

Company and ite: subsndlanes for the ﬁscal year‘

k g ;
accounts ‘of ‘the Company and its subsrdranes tor
y years ‘In recommending the approval by’the .

ers ‘of the appomtment of that firm, the

Representa ves ot Arthur Andersen & C
-at the Annual ‘Meeting with: theopportu

sponsrbrhly for the following: proposedy.stock-,

“t:on whlch has been included ir

Y lder proposal was. submltted by the
' Employees Retlrement System and
13t System

‘tock respectlvely, through their trustee,

Goldin, Comptroller, City of New York

(HEREAS,‘South Afrlca s apartheld system
, allzes racral dlscrlmmatron in all realms of

: "'~basrc cuvrl rlghts such as the rlght to vote the
- right to assemble and speak freely, and the
-right‘to equal political p trcrpahon and eco-
;no ‘c opportumty, and :

i WHEREAS m the enforcement ot apartheld the

government’ of South Africa 'has systematically

‘and brutally repressed natnonwude demonstra-
- tions against -that policy aided by the mposu-
. tion of martial-law and the: arrest and:imprison-
=" ment W|thout lnal of thousands of dlssenters
g and : S

WHEREAS the overwhelmmg sentlment of the '
American people as expressed by. President

Reagan in" his Executive: Order of ‘September 9,
1988 has declared the: pollcy of-apartheid to
“be’ “repugnant to-the moral and polltlcal values
;of democratlc and free socnetles ;-and

,WHEREAS in the absence of any commercrally* :
proven.domestic oil reserves, South Africais

required to lmport almost all of its petroleum

. “and’

'WHEREAS we belleve thal South Afr:ca s
: dependence upon. imported oil presents an: ..
! 'opportumty to. pressure South ‘Africa’to alter its
«'pollcy of apartheld and :

;»WHEREAS Caltex Oll (S:A) (Pty) Ltd ‘a sub- g
<sidiary of Caltex, Petroleum, in which Texaco
. holds 50 percent interest, has been active in
'South Africa since 1936, and is principally.
;engaged in reﬁnmg and marketmg petroleum

EREFO E, BEIT RESOLVED that the share-“’;l'

holders: request the Board to establrsh the fo L

~‘with the' sales of petroleum and petroleum

j«,products to: any entlty of the South African gov-

~ “ernment for use by the’ South African ‘military,

: ?,pollce ‘and any of. their agencies or instrumen-
“talities until the Government of South Africa ofﬁ- :
“cially: commits itself to the: termmatlon of *

. apartheid and takes meaningful steps to© -

“;achieve political and legal equality for the

z, ,black majonty populatton ,




:h e nformatlon that’ Caltex A8y selllng petro-‘ :
Je roducts to the South Afncan police and .

‘military. We believe that as a -supplier of
etroleum products to these instruments o
heid,: Texaco contnbutes srgmﬁcantly to
ontmued support and mamtenance of ‘the
reglme s oppresswe pollcres e

a a partial oil boycott on the gover“

uth’ Africa to help convince'it: to. .
r abolish the apartheid system
“of any- commercnally proven‘ ‘
ic oil.reserves.in South Africa is ‘an:
ant gap in that nation’s attempt to re
ally economrcally ,

not- sellmg petroleum
South African

"constltutes a clear viola
hts,‘and.,the,gCompany

Caltex was one of the original 12 signato-
‘th ‘resolutlon mmated by The Reveren =

. these pnncuples whrch embodles lncreased
» »-dimensions of activities outside the workplace in
';”_,pursult of. peaceful change in“South Africa, =

Caltex’ presence-in South Africa has produced;
and we beheve will continue to produce; mcreas- ‘

--ing economic, social and educatlonal beneﬁts for :
the black populatlon e ‘

b Texaco and Caltex are in full complrance wrth
~United States laws:and regulations which prohibit:
~export or re-export to- South Africa of commodi- =
“.ties or-technical data where the exporter-knows .
- or has reason to know that such commodities are

for use: ‘by South African military or: police::
Caltex: conducts its’ operatlons in South Africa’

‘ through a. South African subsidiary, Caltex Oil
(8:A) (Pty.) Limited (COSA). South African law
“does’ not aliow a South ‘African ‘company such as’
.COSA to dlscnmmate ‘against any credit- worthy .

ustomer, or publish or disclose information about
ts customers Therefore ‘the proposed resolu- ’
tion’ would do. nothmg msofar as COSA’s opera: -
ions are concerned to’ limit: sales to the: South"
frican police or mrlltary since Caltex could.not;
n the Company s opinion, :legally effectuate the

: ‘ctlo called for m the resolutlon

“For a number of years the stockholders of the i
Company have’ considered stockholder proposals

egardmg the activities in’ South Africa of Caltex
etroleum Corporatlon -of which Texaco'is a50% -
hareholder ‘In‘each. instance; after careful con-

lderatlon of the issues raised by the: proponents '

nd by the dlrectors the stockholders have ‘over-

'whelmlngly rejected these proposals Texaco GORT
as, ‘at appropriate mtervals reported on the pro- f, T

gress Caltex has made in supporting fair and
on- dlscrlmlnatory condltlons for its: employes

structive change. lS possrble
~continue to assist by provid-

believe that
at Caltex

ing a eadershrp role in support of human rights .
: and progress for ali races in: South Afnca

- The Board of Directors, for these reasons, ¢
‘ ,"recommends a vote AGAINST stockholder pro- 3
posal A . :




Compensatlon of Executive Qfﬁcers; .

The Company seeks to ‘maintain a total. compensatlon program whrch is compet live with other companles
in_the iindustry. to attract and retain highly qualified personnel.  The following ‘compensation information- is

furmshed for: serwces performed by executive officers while servmg in:such capacmes dunng 1985

‘ Name ot ndmdual

.Capacities in’

Cash Compensatuon Tabie - -

Salary

“or group’ 7 which ‘served ’gBonus
Alfred C. DeCrane, J;; s Presrdent T '$ 410,000 s 150,000
;J,a‘m‘,‘es'w; Kinnear Vice Chalrman “ f4‘2o,'odoi, : 150000
o Roeer‘t c. McCay‘ ',kSem‘or vice President 725.1,66’{ 80 000

John K: McKmley - Chairman of the Board(1) 721,336 462,500
. Roland M. Routhier  Senior Vice President . 252500 80,000
; :'w||||am,c. Weltzel, gr. " Senior Vice President and 256,667 75,000

kAll Executlve Ol‘ﬁcers
as’ a group (27 persons) ™

‘~General Counsel -

256,667

1$6,080,274(2) $1,962,500

Mr. McKmley servas: as Chaurman of the Board and’
hiet: Executive Officer _pursuant to. an employment

agreement 'dated 'November 14, 1983, under which he."

has agreed ‘to hold. himself available to serve if -
requested. by:the: Company in-such capacmes untll
December. 31,:1986. Pursuant:to the agreement hi

: “each’ specrﬁed year under the agreement
-’he shall-have the' support services availabile to

salary in each: year will. be not less: than his salary in’

or.year as: adjusted: for .inflation.. He is: entitled.

‘to participate: in .the. Company's benefit and centive .

plans and’to receive in each year under the incentive

ans benefits ‘of not less than the’ average of.the ben: .

over the six:years ‘ot his consultmg agreement approx-’

_lmately 25%-of his 1985 salary and: bonus Payments -

will ‘be.made quarterly in"direct proportion to the days
he is obliged to 'make himself. avaitable to serve during
In-addition,

employe:directors. No- compensation will ‘be: paid-

“-under the consultmg agreement for any:period after his

death or:if:he engages in-certain competitive activi-

“ties, “In-the event tbat a:majority of the Board of

eﬁts received by him ‘under: each such: plan in respeci ci

of 1982 and subsequent years
he will: receive his lump’ sum pension: underithe Com
pany S retlrement plan: plus interest at: the: rate. estab

the Company’s deferral pian from the date he .. =

came 65, The agreement. provndes that he.is not
ntitiad 1o, and has waived, any. additional-pension:

bensfits 1o which-he’ might otherwise be entitied: after s

age 65. .In-the event of. his death or physucal dusab:l‘
~ity,;'he or s’ estate ‘will be’ enmled 1o receive an
afte ‘ta amoum equal to the: compensatnon provrded
greement for-the remaining term.- In addi-
tion ,pursuant to a consulting’ agreement for a fee of

300,000 (payable after his retirsment:as Chiel Execu:: :

ve Officer. with interest from March 20, 1984 at'the

ite established by ‘the Company's: ‘deferral’ ‘plan): he
‘has agreed to hold himseli available tc serve, if
requested as a director until 1992 and as'a consult- ;

nt.for. 90 workmg days'in 1987,.60 in 1988, 30.in
1989,:20 in 1990, and 10 in. 1991 -and 1992 Sor which
he: wrll be pard an annual retamer that wrll average :

,Dlrectors of the. Corlnpany is replaced as a result of’ a
rtender offer, contesf\ed election of directors or_sale of

assets; he; at his option, will be relieved of all oblugav :

ments ‘and’ wrll be eéntitled to receive the: compensatlon

o ‘tions under both the\employment .and consultmg agree-. v

provided: for therem

2. Certain personal beneﬁts are considered cempensatnon‘:"
< under:Securities and Exchange Commission regula-.

ions:: “Included in'thig category are: professronal teee
incurred:in connection! with tax, estate, and financial "

: “+planning services; club memberships, and personal use

of-company. leased automobrles The aggregate incre-

‘-mental costs to the Campany: for-such benefits; whnch

: . ‘exceeded the reparting threshold of $25,000 per
" ““annum; were: Mr. McCay, $51,376,. Mr. McKinley,

. _compensatoon iprovided:in 1985 to the:other individuals .
named in the cash compensation table and to all
executive officers as a group dld notexceed the i

rreportmg thresholds '

§45,718, and Mr. Routhier, $45,584. Other forms of




ears the Company has adopted a wrde:ﬂ

lety of beneﬁt plans desrgned to provrde

curlty AII employes are ellglble for these . ;‘ i
hey are admrmstered on‘a nondlscr:mlnaf

. Term Llfe Insurance Comprehenswe

roup Accrdent and Dental Assrstanoe

rlbuted:a amount equal to one- -half of
rclpants contrlbutrons (50¢. Match) Par-1

bruary 1, 1986 the Plan was: amended T
' 'respects mcludmg (1) A new "Dollar

“to make contnbutlons ‘based on their years of ser- ~
" vice, ranging from two percent.in all cases up to

six percent. (dependmg on years of service) of -

‘base pay and:.receive Company contributions: equal
to their-contributions (Dotlar Matchj.  The partici- -

pant’s and’ Company s.contributions under ‘the Dol-
~ lar Match Option are invested solely in. Texace lno.‘ ~
- .Common:Stock: :In’'no event are in-service with- .
~drawals of the Company s Dollar Match contrlbu- Hen

tions: permitted. In-service withdrawals of the par:

 ticipant's contributions under the Dollar Match are .
‘permitted, subject to a six-month suspension from .
“~the Plan.: (2):Amounts which participants may: vol-:
_untarily contribute | in addition to amounts matched
by the Company were -increased from four percent:
“to'ten percent of base pay. (3) Forfeltures will 'be =

used:to offset Company contnbutlons o the: Plan

,Partrcapants may: allocate up to 15% of their base
1 pay:to a deferred account pursuant to Sectron 401<
(k) of the lnternal Revenue Code

e “'Company conlrlbullons accrued durlng the past‘
_‘year for the accounts of Messrs..DeCrane. Kin-
near, McCay, McKlnley. Routhler Weitzel, all .

executive officers:as a group, and: all employes

‘were $11,898; $12,192; $7,302; $7,500; $7,206: f
87,4485, $169 266 and $15 405,867, respectively.

" Key management personnel are required. to’ retire 1 ,
/.. at age 65 and, therefore, lose the opportunity
. "given to.all other employes ‘to investin'the Plan .
..and.receive the Company's conlrrbutrons untii age
70. To partially. compensate them, the Company
.may pay. them an amount equal to the present
wvalue. of the Company s theoretlcal ‘contribution to

the Plan for those five-years based upon the

" “retiree’s final salary and contribution level toithe:
“Plan prior to retirement. This amount may be: paid -

ina. lump sum or over five or. ten years wrth

‘ mterest




,sed tax credlt was repealed
ars after December 31,1982, and a

d tax credit was made available to ‘

:Accordingly, effective January b

Company amended the basis for. deter- ’

_tax credit available for purposes of
g an ESOP for its. employes n 1985
0 was. allocated among 24, 890

- Retirement Plan.. 18,335 employes-of the Com-
- pany and its.subsidiaries are eligible to partici-
" pate in the Retirement Plan (the “'Plan’’) and do
g0 on the: same basis. The Plan provides benefits
- ibased-on Company contnbuhons and has been
- 'qualified as:a non- dlscnmmatory plan under the
-+ ~Internal Revenue-Code. In-addition, pamcupants
“have the optlon of making contributions to the
Plan and recewmg greater pensuon benents The: "

amount of an employe’s pension is the greater of

“a benefit based upon ‘a final pay formuia:(applica-
;b|e in most cases), a career average formula, or

mmlmum retcrement beneﬁt

;For purposes of calculatmg an: employe S pensron
. benefit, the Plan" recognizes base pay only and
© -does pot: take into account other forms of:com-.

pensation. Contributions are: pald to the Master

‘Trustee and to insurance companies for invest-.
‘' ment and, at the time of the.employe’s retire:

ment; these insurance companies assume: full

: responsrblhty for: the payment o! the:entire: annuuty




- Age Discrimination in Employment Act who will
lose the opportunity to work beyond that age, .
~-and thus the added years of benefit service under
-the Plan, the benefit includes an amount based on
he difference; if any, in the final monthly base’
salary.from the average monthly base salary in
he highest three consecutive years of base sal-
. ...ary during the last ten years of employment prior:
/ sion factors. - ‘retirement or death. ‘In any event, the Com-
! intly. a- maximum of 1.5%). - pany has established conditions for the payment
r-key management personnel su : f all or part of the supplemental pension benefits
the Company’s application of the. (ARl nysparticipant. o ot g
‘retirement at age 65 provision of the - : L
ESTIMATED. ANNUAL RETIREMENT BENEFITS®
SN " YEARS OF BENEFIT SERVIGE RS
$25 ol @e a8

11,092 - Lo o5 082
216,638 7:138° °37.638 48,138
" 22,183 : CmT 080,188 64,183

Sh44367 - 100,367 128,367

66,550 . 108; S 1.0150,660 192 660
88,733 ' 2000738 00 266,733

110,017 . 7 - 11809170 280,917 Y 3201047,

32,092

£1801,1007 7 - 1385,100 .
351,283 1449283 .

d 'Remuneration’ means the highest three-year average salary and bonus,:if-any, during the last ten years of empioy- .
he years of benefit service for the following individuals are: Mr. DeCran 7,:Mr. Kinnear,  31; Mr. Routhier, 37::and"
itzel, 19: 'With respect to the Plan, annual pension-henefits are based on the:non-contributory final pay formula (up~
% of final.average pay times benefit service, less a Social Security offset) and assume the participant: fetires at’age-
65 and -has been a non-contributory:member of the Plan throughout the: period-of service:’ These ‘amounts; however, do not
reflect a reduction:for.Social Security: benefits: pursuant'to the provisions of the Plan.: They do.inclide those additional
sums.. if ‘any; payable.under a:separate plan to compensate those employes: whose :annual’pension benefits ‘payable under
thie Plan' would:be limited by Section 415 of.the’Internal Revenue Code: and whose benefits under.that seearate plan-have
been matured:by the Company. -"Because no such additional sums are due Messrs. McCay and McKin ey and because

‘annual:-pension:benefits: under the:reti ‘plan kar,ek,limikte‘d,:by applicable law:to $90,000 and $136,425; respectively, . -

bove:table is: not applicable to them.:




objectwe is to assure that all
airly compensated. and are :
cordance wrth thelr contnbutlons

‘;tallored to their respectwe levels of :
|I|ty for. the Company s polrcy and tuture L

bllshed under: the Employes Thrift Plan or
other.interest- bearmg investment optlon as
‘established. by the Company from: time' to

dlscretlon “Amounts deferred are sub k

; nder certam cu

executlve and key employes who execute Incen-

tive Stock Appreciation Agreements.  If. tewer :

““rthan 275,000 units are granted in.any year, the
_difference. between ‘the units granted.and 275, 000

may be granted in any subsequent Plan year

“The Company credits on its books for each
“employe with. whom an. Incentive Stock Apprecra-

tion Agreement is made a specified number of .

Units and" also credits dollar amounts correspond-
" “ing'to dividends paid.on gach share of Common:

Stock:then. correspondlng to the Units held in the

;partrcnpant s account. Units previously ‘credited.

to. a participant's: incentive Stock Apprecuatlon :

: taccount will: vest-no. Jater than the fifth anniver- :

e followmg the date on which:the award:
ited to the participant's account. In.any.
ubsequent to each anmversary date follow-"

ing the: credltlng of an award the partrcrpant may :
quest earlier vesting of up to one-fifth of the:.

nits credited to his account:for each anniversary .

date since the award: ‘was credited. In: its discre-~

- “tion; the Committee may provude for. additional

vesting ‘prior fo thefifth-anniversary date Incen-

" 'tive Stock: Apprecratlon Agreements aiso contain -
o provrsrons for earlier-vesting in specific: contingen-~
‘cies, such'as death, retirement or total disability,

and for: cancellatron at the option of ‘the Company,

- “upon failure of the .participant:to uphold certain -
" conditions ‘of the agreements The amount paid
o tosthe: partrcrpant on each vested unit will. be the =

greater of (1) the increase in the fair market

~ value of a share of the Common Stock on the

date the award vested over the fair: market VcJJe ';
of such a share on'the date the unit was '

-awarded, or(2) the increase in the book value of = /’;
o such a share durmg the same penod :

earn. mterest for the partncupant at rates S

ln 1985 201 partucnpatmg employes mcludmg

s otﬁcers were granted awards totailing 251, 505
“'units.Messrs. DeCrane, Kinnear, McCay, McKin-
“oley, Routhie: , Weitzel, ‘and all Officers’ as a:group
‘received. the following number: of ‘units: 12,420;
12 42075, 150;.24,000; 4765 5345 and

“only i the: units: vest after five. years or at death

if earlier; and are not cancelled by the

k Commrttee




ted Share and Performance Umt Plan The
lan provides an additional incentive to a small
number of selected officers and other: key :

employes: ‘who have major responsrbmtles for the
©oiwas the average sales price of the Common

tinued success of. the Company No more

exchanged transferred pledged ,~
cated or. otherwase drsposed of except in.-

'the Board Restncted
warded m heu of Restncted Shares

ch: partrcrpant s performance unit
int . wrth up toa hke number ‘of Performance

sts of the Company in‘no case however

all the amount of the Perfoimance Unit payout
“‘exceed 100% of the fair:market value of a’ share. .
of the Common Stock on the. Award Matunty Date; :

In° 1985 the Comm:ttee awarded 49 050 -

. Restricted Shares together with 46,500 Perform- 1

‘ance Units to 57 partncrpants including 25
officers at a- base price of $34.1875 edch, whuch'j :

Stock on January 2, 1985.- ‘Restricted Share k

. -awards. to Messrs. DeCrane, Kinnear,-McCay, - :
‘McKinley, Routhier, Weitzel, and all Officers as a
L group-were: 4,000; 4000 2,000; 12, 000 2000 e
t1 500 and 4* 600 respectlvety

' ‘i‘lnfo ation. Pertammg to Other Plans

.~ The’ Commsttee of Non: Management Dlrectors and

the Compensatnon Committee of the Board of ’

‘Directors retained the firm of Peat, Marwick,
. Mitchell-& Co: to determine:the competetuveness :
- 'of Texaco’ s compensatlon methods. - Based on
_thelr report the Company adopted certain pro-
-grams.in order *o. enhance the Company s ability -
. to attract and’ retam in its :employ. highly qualified
" persons for the successful conduct ‘of iits busi- *
. ness. These programs ‘include certain supplemen-
. tal plans for key.employes, including. -elected.
~officers, whach prowde additional life, medacal 5
- and dental insurance; increase benefits payable in
the event.of a part:cupant s permanent total disa-
jnblhty, ‘and. extend.the Company s accidental death'.
.and dusmemberment msurance to these employes
‘,toage?O i ; s

A'Key mp oye Loan Program (the “Program")
allows: desngnated Key employes, except officers:
wha are also directors, ‘to borrow. from' the Com-:

any. Each loan request must state the purpose ‘
f the loan, and- ‘each loan will be individually
consadered and: approved by the Company: only it

<'such: IOan may. reasonably be expected fo. beneﬁt
% :;the Compan i ;

iThe Company charges ank mterest rate for each

loan equivalent to: the interest being ‘paid to
employes of the Company under the Fixed

Income: Fund Optlon of the ‘Employes Thrift Plan

or the: Federat Reserve Bank of New York dis-

“count rate plus one percent; whichever is lower.

If the interest rate charged under the Program is

;'less than the statutory Federat rate determmed




* Ot “er Busmess

: The Management is not aware of any. matters
other than those: indicated above, that wrll be
‘presented for action at the meetmg if other:
proper matters are introduced, the persons e T
~named in the: enclosed proxy will'vote the shares -
: they represent in accordance wrth therr judgment.'

ard ::of DirectOrs. ‘

. Aprit 14, 1986




