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May 25, 1964..... Henry A. Thouron, president of Hercules Powder
Company, aﬁd Jol;1—11 H. Lux, president of Haveg Industries, Inc., announced
today approval by the Board of Directors of both companies of a2 plan for
the acquisition of Haveg Industries by Hercules Powder Company, subject
to the approval of the stockholders of Haveg Industries, Inc.

The proposed acquisition calls for the issuance of a new series of \/
Hercules Powder Climulative Class A stock at the rate of 2 shares for each
5 shares of Haveg cor;umoﬁ. The new Hercules A stock is to be eniitled to
cumulative dividends of $1. 65 per annum and, like the currently outstand-
ing Curnulative Class A stock, will have no par value. It is to rank pari
passu with the outstanding $2 convertible series and will itself be converi-
ible into three sha1;es of Hercules Powder Common during the first year,
into three and one-eighth shares during the second énd third years, and into
three and three-eights shares from the fourth through the sixth year. The
issue is to be non-callable during the six years of convertibility, becoming
callable at $150 per share thereafter.

Mr. Thouron said that it is planned to continue the operations of Haveg

(more)
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Industries and its subsidiaries with its presént management and personnel
and in Haveg's present plant facilities. Dr. Lux said the ability of Haveg
Industries rapidly to develop and exploit its plastics technology will be en-
hanced and assured by effective utilization of the combined financial and

technical resources.

Both Hercules and Haveg have their headquarters in Wilmington,
Delaware.

The common stocks of both companies are listed on the New York
Stock Exchange. Haveg Industries has 1, 024, 772 Common, and Hercules
Powder Company, in addition to 18, 293,450 Common, presently has 141, 164
Cumulative Class A and 87,488 Preferred shares outstanding. Both com-
panies are incorporated in Delaware and were established in 1929 and 1912,
respectively.

The negotiations leading to the acquisition were assisted by American

Securities Corporation, Investment Bankers, and Nye & Whitehead, mem-

bers N, Y. S. E.
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We were glad to be able to-annAounce recently that the boards of

Haveg Industries and of your company had approved the terms for a merger

of the two companie S, s‘t-xbject to approval by the stockholders of Haveg
Industries., This wezrhope' ‘they will do and that we will soon be able to welcome
the men and women of Haveg into the Hercules fémily. It is planned to
continue the operations of Haveg Industries and its subsidiaries with its present
management and personnel in Haveg's present plant facilities. In fact, for

th<=t indefinite future, we would expect it to remain as a wholly separate

corporation,

Haveg has had an outstanding growth record, averaging better than

30% growth per year, and we would hope and expect that they would continue

their rapid growth.

There has been and is little or no business between the two companies.
However, both of us are in somewhat parallel lines in defense and plastics
fields. For example, both of us are active in the fast growing field of foamed
plastics. In these and other areas of mutual interest we expect to be able to
help each other and thus provide the true basis for any successful merger;

namely, to be able to do better together than either one can alone,

.In the judgment of your board of directors, the merger should improve

the earnings of your company both now and, more importantly, for the long pull.
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INTRODUCTION

We initiated exploratory mérger discussions with Z in late February
1964. A booklet on Z was prepared and circulated to Hercules Directors on
. March 26. Herculég Board authority was obtained on April 1 to négotiatg
with Z within prescribed limits subject to Boa;.'d approval of a definite agree-

ment, -

Since April 1, we have had a number of discussions with Z which
has provided us ‘\ivith additional information and resulted in a specific merger .
proposal. -The additiqnal information obtained largely amplifies the information
contained in our booklet of March 26. This supplemental booklet on Z will
summarize pertinent changes in information, give revised financial pages
based on our specific merger proposal, and explain in detail the advantages

-

to Hercules of this merger proposal.

The pértinent changes in information are summarized below: Z is
presently negotiating for the sale of the assets of their blown drum. liner
division along with know-how and patent rights on p;la. stic drum liners (having
minimum capacity of 15 gallons).\‘for $250,000. The sale of this u.nprofitable.
division will not affect Z's projected earning fo;.-ecast. 'Z is ‘also negotiating
Tfo:: the acquisitic;n of certain of the physical _ass-ets qf Consolidated Molding
Company for approxima.telj $1 million. Consolidated Molding has plants

at Binghamton, N. Y. and Scranton, Pa., and their annual sales are approxi-

mately $7 million. With proper consolidation of facilities and peréonnel with

“
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Taunton, Z expec;ts that this é.cquis-iwtjio;-wi]ji give afte:;: tax profits of $225,000
on their present business. We have confirmed.previous information that Z's
direct government sales represented 40 - 45% of Z's total sales in 1963 and
first quarter of 1964,. We have also learnéd thaf Z's report to U. S. Govern-
ment on renegotiable sales would indicate that 63% of their 1963 sales and
56% of their first quarter 1964 sales were class‘ified as renegotiable. This
report to the U. S. Government includes Z's proprietary products that may

or may not have been sold indirectly to U. S. Government on third and fourth

tier business. -

Tﬁe revised financial pages in this booklet updates previous financial
information and give the pertinént details of the specific merger proposal.
Rather than use Hercules common stock for this acquisition, we propose to
use 2 new issue of Hercules Convertible Class A stock which offers advantages
to both Hercules and Z. The new issue of Clasé A stock would have a gu‘;a.ra.n-
teed dividend rate 1(_)% above Z's dividend rate of 1963 but considerably under
the expected dividend rate on Hercules common stock. Z shareholders would
have the option of either converting their Class A stock promptly for greater
dividend income or holding tﬁeir Class A stock to obtain slightly higher
conversion rates. With the use olf‘ Class A stocic, we we-re able to negotiate
a sc;mewhat lower acquisition price than would have been pos sible with Her cules
common stock. The Class A stock also will improve Hercules share earnings
prior to complete conversion of Class A stock. Treasurer's estimate that
after complete conversion of Class A the exchange ratio of Hercules common

(issued for conversion)to Z common will range from 1.23t0 1.27to 1.0




approximately 30%. With growth prospects of their cstablished markets plus
their new developments, we have every reason to believe that Z's excellent
past growth performance will continue in the future. The future performance

and opportunities ;‘.or both Hercules and Z will be greatly enhanced by this

merger.
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[ LI



NEED FOR ENGINEERING SKILLS IN FABRICATION OF PRODUCTS

In the last ten years we have become.more and more involved in
polymeric material, both in actual production and sale and on 2 much broader
scale in research.. As this trend has increased we have mo.re and more felt
the need for engiﬁeering ability in the conversion of these polymers into
useful forms. This has been true whether wé wish to teach our customers
and their customers how to do the conversion or whether we wish to do one or
more of the conversion steps ourselves. This is illustrated by our neea
to obtain from outside our company know-how and skilled people for the
introduction of Pro-fax into fibers. Our efforts over several years to obtain
the Plax Corp. is another instance. In fact, we felt the need so keenly
that we have had prepared a summary of 25 to 30 companies in the engineering
field with a view to selecting one or two as possibilities to fill this need.

Our products for which we have recognized this need include phenol, Vinsol,
plasticizers, polyolefins, the various elastomers under development, DMT,
copolyesters and a number of copolymers and new polymers still in the
laboratory. Our recent interest in and development work in foams is a

Prime example that is described elsewhere.

Most, if not all, of our <Eornpetitors in the polymeric field have long
since recognized this need and moved forward into conversion of their
products to such items as fibers, film, pipe, extruded shapes, bottles,
foamed sheet, calendered stock, elastorneric products, etc. Two recent -
example s>a.re automobile bodies and Corfam, a leather-like sheet for shoes

and other present leather uses,
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Company Z has shown unusual ability in converting almost 21l kinds

-.of plastics into thosc plastic products requiring a high degree of engineering

skill and ingenuity. They have equipment for and a knowledge of most

known n.-xethods for plastic forming, and to these have added new developmenfs.
Examples of this a're“ in their nose cone work, Samson wrap, coetiqg of wire
in new ways for eetter performance in specific applications, silicon and
carbon fibers, ete.- Because of their ability in engineered plastics, they have
built up a wide variety of processes and types of products. We. know of no

company in the plastics field that compares with them in this kind of work,

-~

"Their engineering skills have been a major factor in their very fast growth rate.

Also, by taking on and solving new and difficult applications they have
maintained a good profit margin of 8 or 9% of sales Beforehtax and have kept
away from the mundane, very low profit margin items, such as housewares

and toys. They have been imaginative and creative, and so have stayed

ahead of the field on a great many of their products.

Company Z has another attribute which will be of great value to us.
That is a feel for or understanding of the market place for plastic products.

It is this market instinct, plus a wide knowledge of plas{ics matterials and

forming processes, that has enabled thermn time and again to come'up with new

enéineered plastic products. Examples are plastic cups, foamed bottles,

egg cartons and crates, drum liners, new forms of milk bottles, etc. - This
combination will be most useful in helping us develop volume uses, either

captive or otherwise, for our existing poly'rneric materials. And fmally, it |
w111 be extremely helpful in bnngmg back to our R & D men the needs of the ;

market for polymers of new and different types and so guide our research to

" more prof1tab1e ends.

i
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Foam

" Foamed plastics offer the most immediate opi:ortunity for Hercules
and Z to benefit from the interaction of mergt-ar. In 1963 the usage of all types
of foamed plastics was 340 million pounds, and industry is forecasting this
usage will reach 860 million pounds by 1968. Our own survey indicated the
»p-otential for polyoieﬁn foams will be 400 million pounds 1;1 1968. The
enormous growth potential for foamed plastics; is based on the economy of
lower density foamed plastics (i.e., 5 - 25 1bs. /cu. ft. vs. 60 1bs./cu. ft.
and higher for conventional plastics) which will open up new markets héld now

by paper, glass, metal and conventional plastics.

-

.. Z have developed a u.nique'process for continuous extrusion of thin
polystyrene sheets having a density in the ra:nge of 15 - 25 1bs. / cu. ft. Since-
100% of their waste material is reworked, Z's extrusion process is economically
attractive with an extrusion-foaming cost of only 2 - 3 cents per poﬁnd (i. e.,
comparable to our cost of converting flake to molding powder). Early this
year Z granted Lily-Tulip an exclu;ive license on this foamed‘process for
nested containers, receiving a down payment of $425,000, royalties based on
Lily-Tulip's sales, guaranteed annual minimum royalties, and these royalties
are payable indépendent of whether patents are issued to Z. The foamed cup,
we understand, is less expensive_a for "hot cup" uses. Lily-Tulip are fore-
casting their sales §£ foamed cups will reach $12 million annual rate by the
end of 1965 (i. e., only a 3% market penetrétion_) which §vould give Z an annual

- before tax income of $270,000. Thereafter they expect increasingly higher

volumes. Lily-Tulip currently have a team of six or eight overseas on sub-

licensing possibilities, and Z will receive 50% of payments from any sub-licensing

2

agreements that are consummated.




and Hercules much lower density Pro-fax foam will find unrelated markets,

In summary, the interaction of Hercules aﬁd Z will g?eatly accelerate
the development az}_d commercialization of respective foams. Since many
large chemical corﬁpaniéé are ﬁlready ﬁarticipating in this fast growing foam
plastic. market, tirﬁing will be vitally important. The interaction of Hercules
and Z would result in a healthy competitor in this already competitive fiéld --
a2 result that cannot be reasonably anticipated if both companies go their

separate ways., - -
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Possible New Large Volume Outlets
For Hercules Polyolefins

Z has a wide range of plastic fabrication skills but to date their
management policy and limited resources have resulted in the direction of
these skills solely to specialty products that command a premium price but
consume relatively 16;31 volumes of plastic raw materials. Hercules ’and Z's
skills could be utilized -- if considered desirable -- to develop new large
volume I.narkets for Hércules polyolefins. Two examples of such possibilities
are summarized below merely to illustrate the opportunity of applying Z's

skills to volume outlets for our polyolefins.

The U, S, Army has vapproved use of high density polyethylene casings
for 60 - 155 mm.  shells and current estimates indicate that 650 million pounds
of high density polyethylene could be needed for. these shell containers by 1968.
Z has know-how to make these sheil casings in large injection molding presses
and, in fact, their contemplated acquisition of Consolidated Molding would
give Z the large injection presses required to produce initial quantities of

these shell casings. They have the first development order for such casings

from the government,

)

[

Although probably‘somewhat premature to discuss, Z's foam process
offers some potentially significant advantages over pap;ei' in egg crates
(advantages are raw ma.tefial costs $10.00 per 1,000 vs. $12 - $14 per 1,000 '
for paper, higher sales per dollar investment, and better physical properties).
This potential market for plastic foam -- initially polystyrene and ultimately

probably polypropylene -~ is 80 million pounds per year, with the dairies and




chain stores representing 60 - 70% of market. In addition to the possible
volume outlet for Pro-fax, plastic foamed egg ¢rates are an example of Z's

ability to generate $6 - $10 sales for each $1 invested in fabricating facilities.




COMPANY Z PATENT ASSETS

Based on a one-day discussion with the outside patent attorney

handling patent matters for Company Z, the following facts were

developed:

1.

3.

5.

The 24 issued U,S. patents include none of any

particular interest to Hercules! présent business.
None of them covers inventions in the plastic foam
or the blow molding fields, Twelve of the 24 will

expire by 1970.

The pending docket of 75 U.S. applications is quite
new,. with only 19 filed prior to 1963 and 46 filed
in the last 12 months. This indicates a greatly

increased tempo of patent activity starting in 1963,

Thirty-five of the pending applications cover
inventions in the foamed plastics field and 6 are

directed to blow molded foams.

Ten of the pending applications cover inventions
which appear primarily useful in Government -’
military use, several of which relate to nose cone

compositions or carbon cloth products used in rocketry.

The patent applications included in the Lily Tulip
agreement of January 16, 1964, totalled 14, with

several new filings now added. The presently

S\
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and the method of formation are covered by a basic
application filed in December, 1962, which covers
thermoplastic resins broadly and polystyrene
specif.-i;':ally, Two St, Reg;'.s Paper Company patents'.
are very pertinent references. The cup is defined
as having bubble diameter ‘of .01 to .5 microns,

wall thickness of 10-50 mils and density of 18 to 45

1bs. /cu. ft.

U.S. 2,917,217 to St. Regis Paper Company may
present an infringement question on the Lily Tulip
type cup, according to the Company Z patent attorney.

This is being checked.

Several of the foamed plastics inventions involve

skin formatioﬁ on the foamed sheet or article by a quick
chilling process. While the pripr art is close, good
coverage is expected with emphasis on the skin.

All thermoplastic resin foams are covered, including
polystyrene, polyure_thanes, polyethylene, poiypropylene,

etc.

Other applications cover use of foam scrap or reclaim
and are based on process steps to give better product

than obtained from virgin material.

]
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9. Three applications on blow molding proccsses
ap};e-arMQuiie important, emphasis be'ing ‘on obtaining '
double skin, that is on both surfa..ces of t.he foam.
Foamed blow molded container claims are included;
for examiale, a container.with foamed core and two

' sicins .c->f at iéast 50% of the. total thickne s-sf. Such
claims are believed patentabie é.ndv could bécome of

considerable significance., -

10. Foreign coverage of the more important foa@ed'
plaé_tics inventions is being obtained in 11 'c.oulntries, ' _
including the major countries. The best blow molding
invention has been filed in 6 foreignAcouhtrieias. The

total pending Company Z foreign docket is approxi_mé.tely

115 applications,

Without adequate opportunity to examine the disclosures .of the
pending applications and the prior é.rt pertinent to each, it is our beiief that
the package includes about 7 inventions of significance to foamed plastics
a.pd 3 inventions of significance to blow molded foam articles. All of
these include polystyrene, polyethylene and polypropylene within their scope.
These inventions are distinguishabie from those covered bynpending Hercules
applications and would represent a significant additic;xi.to the Hercules
patent package on foamed plastics. Company Z inventions have not
included the concept of cross-linking which forms the basis for‘ many of the

Hercules inventions. Company Z inventions appear to emphasize skin

LI N
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formation, a2 fcaturc not played up in Hercules disclosures. The Company Z

patent attorney was impressed with the importance of skin.

From casual inspection the Company Z applications appear well

drafted by a competent patent attorney with substantial background knowledge

and technical skill in the plastics field and particularly the foam field.
His contribution to the defining of the inventions involved appears
substantial and his ability to prosecute the applications to obtain maximum

coverage is not questioned.

. -
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The Aerospace Division supplies all the pl.a.stic components for the first '
stage Polaris. Their range of aerospace products include nose cones, exit
cones, high temperature insulators, complex electronic metal and plastic parts,
and filament wound structures. Haveg has recently developed a high pressure
process for largé missile exit cones known as Sampson Wrap. This is a
proprietary product of Haveg and could be a "sleeper." Haveg is actually fore~ .
casting a slight decrease in the Aerospace Division sales from $12 million in
1963 to $11 million in 1966,

Foamed Plastics Division

Haveg did not have any commercial sales of foamed plastics in 1963,
However, they are extremely confident they can use their foam process with
minor capital investment and develop sales of foamed extruded sheets and tubes
. within 6 to 12 months. As an indication of the small investment required, an
extruder installation will cost approximately $300, 000 and will have capacity for
$8 million annual sales. In our initial discussions with Haveg, they forecasted
$5 million sales in 1966 but have cut this forecast back to $3 million.,

Mid-West Taunton Satellite Plants

Haveg is confident they can expand the sales of Taunton engineered plastics
by having Mid-West Satellite plants to serve the electronic and automotive indus-
tries in this area. Haveg's approach is to acquire existing companies and convert
them to Taunton products. Haveg has looked at 50 existing companies and
narrowed their selection down to three companies. In their forecast, Haveg has
anticipated acquisition of 2 existing plant facilities at a cost of $1.2 million and
forecasted 1966 sales of $6.0 million from these satellite plants. Based on
Haveg's excellent past sales performance at their Taunton facilities and the absence
of any serious competition in this field, their sales forecast for these two .
Mid-West Satellite plants appears to be quite reasonable. .o , ) :

Fluorcarbon Plastics ) » _ ' ‘ : ;

PH

o Haveg has advised us that they have surveyed a new market in the chemical
industry for fluorcarbon plastics. Haveg has about finished a development program
on these fluorcarbon plastics. They forecasted sales of $4 million in fluorcarbon
plastics in 1966. They feel very strongly that if any of their 1966 sales forecasts -
have been underestimated, it has been this forecast for fluorcarbon plastics.




Retained Earnings B

" Depreciation Set Aslde | '. |

Amortization of Patents |
Totel -

Expenditures*

Patents

.. Plant Expenditures

_Accounts Receivable Increase
Inventory Increase

Total

Capital Oversge or Shortage

Price E=rnings Ratio

+*Includes acquisitions:

1959 - Generzl Electric asset purchase.

Schedule 3

- ZCOPAY
Internal Sources of Capital
\$1,000)
1957 .1958 1959 1960 1961 - 1962 1963
151 296 365 587 23 5Tk 121
109 272 L6T - 616 728 806 815
- - - 63 63 63 L6
260 568 . 832 1,266 1,30k 5'11,1;1»3 1,582
- - 388 - - - -
705 k78 2,678 1,055 1,069 ; 768 1,38%
205 87 2,k  (687) 131 © B0
272 387 691 172 157 323 201
1,182 952 6,171 | 540 1,357 1,941 1,696
(522) (384) (5,339) 7126 (53) (498) (1)
29.2 33.5 6.5 361 148.0 2.0  26.3

\

1958 - Americen Supertemperature Wires, Inc. (pooling)

1957 - Reinhold Engineering end Plestic (pooling) &nd o'hher
minor ecquisitions and purcbases.

3/31/64
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PURCHASE COMPANY Z O BASIS OF 2 A SIIARES

FOR FACI 5 Z SHARES - CONVERTZD TO I EQUIVALENT

1.2 HFOR 1L 2 FOR 1 YEAR; 1.25 FFOR SECOND AND THIRD YFARS;

1.35 FOR FOURTU, FIFTI >zu SIXTIL YEARS

Z shares common
Z earnings forecast
llerc. A shares outstanding

" (409,660, 1 for 2-1/2 2

16.

initinlly outstanding)
Shares Herc. common iosucd for 1 A
Equivalent Herc. comeon for 1 of Z

Rate of conversion estimated

Ghares Herc. common at conversion

. To date
Shaxres Ilere. @ 1.25 for 1 2
E.ﬁmmaﬂa @ 1.00 o share '
Dividends on Class A stock and stock
converted to common - A at $1.65

Comzon at $1.00
Total

Cash retained in business
A stock over common

Earnings Iterc. @ 1.90 plus 5% a
year on 1,280,190 shs.

Farnings Z Co.

Available to lerc. common
Available to Illerc. common
by use of A stock

A dividends
Hercules common

Total

Avoilable for common
(14ne 13 - 16)

\

5/21/6h

1964
1,024,152

- H-b:.mo.'ooo

245,796
3.00
1.2

ko

491,592
k91,592

1,200,190
1,280,190

405,563
k91,592
897,155

383,035

1965

2,544,000

204,830
3.125
1.25

107

128,018
619,610

1,280,190
1,280,190

337,970
619,610

957,580

322,610

1966

3,240,000

163,864

3.125
1.25

107%

128,019

47,629

1,200,190

1,280,190

210,375
T47,629
1,018,004

262,186

N-:wmnwmu. 2,553,979 Num.wu.nm.ﬂm
1,450,000 N.mﬁ..uooo 3,240,000

(962;361)

405,563

934,025
1,339,588
110,k12

(9,979)

337,970
1,177,259

558,322

270,375
1,420,495

1,515,229 1,690,870

1,028,771

1,549,130

1967 1968 1969

3,240,000

3.375

1.35 -

ko

553,041
1,300,670

1,280,190
1,200,190

1,300,670
1,300,670

(20,480)

2,815,762
3,240,000

424,238

2,b71,273
2,712,273
768,727

3,240,000

3.305
1.35

1,300,670

1,280,190
1,280,190

1,300,670

1,300,670

(20,480)

2,956,550
3,210,000

283,450

2,h71,273
2,471,273

dmmn.NN.N ,

3,240,000

3.375
1.35

1,300,670

1,280,190
1,280,190

1,300,670

1,300,670-

(20,480)

Total

1.27 equivale

7,681,140

1,013,903
5,760,841
6,TTh,Th9

906,391
.02

3,104,378 16,544,703
w.mg.ooo ngmmr.ooo

135,622

k09,292

1,013,903

m 471,273 10,945,593
Nu#ﬂu...&.ﬂw E-w\wsmom

768,727

4,994, kgh

1.25 equivale
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PURCIIASE COMPANY Z ON DASIS OF 2 A SHARES
TOR EACH 5 Z SIARES - CONVERTED TO I EQUIVALENT

b

1.2 FOR 1 Z FOR 1 YEAR; 1.25 FOR SECOND AND THIRD YEARS; 1.35 FOR FOURTI, FIFTH AND SIXTH YLARS

(1ine 13 - 16)

5/21/64

1.28 equivale:

196L 1965 1966 1967 1968 1969 Totol
1. Z shares common 1,024,152
2. Z earnings forecast 1,450,000 2,54k,000 3,240,000 3,240,000 3,240,000 3,2k0,000
3. Herc. A'shares outstanding
(409,660, L for 2-1/2 2 ,
initially outstanding) 327,728 286,762 245,796 - - -
k. Shares llerc. common issued for 1 A 3.00 3.125 3.125 3.375 3.375 3.375
5. Equivalent Herc. common for 1 of 2 1.2 1.25 1.25 1.35 1.35 - 1.35
6. Rate of conversion estimated 20% 10% 10% 60% v
7. Shares Ilerc. common at conversion 2h5,796 128,018 128,019 829,562 - -
* To date 245,796 373,814 501,833 1,331,395 1,331,395 1,331,395 1.30 equival
8. Shares Herc. @ 1.25 for 2 1,280,190 1,280,190 1,280,190 1,280,190 1,280,190 1,280,190
9. Dividends @ 1.00 a share . 1,280,190 1,280,190 1,280,190 1,260,190 1,280,190 1,280,190 T7,681,1L0
O. Dividends on Class A stock and .
stock converted to common .
A at $1.65 540,751 473,157 405,563 - - - 1,419,471
Common at $1.00 245,796 373,814 501,833 1,331,395 1,331,395 1,331,395 5,115,628
Total 786,547 846,971 907,396 1,331,395 1,331,395 1,331,395 6,535,099
11l. Cash retained in business
A stock over common 493,643 433,219 372,794 (51,205) (51,205) (51,205) 1,146,0LL
: .02
12. Earnings Herc. @ 1.90 plus 5%
, a year on 1,280,190 shs. (1.25) 2,432,361 2,553,979 2,681,678 2,815,762 2,956,550 3,104,378 16,544,703
. 13. Earnings Z Co. 1,450,000 2,544,000 3,240,000 3,240,000 3,240,000 3,240,000 16,954,000
- 14, Available to Herc. common (982,361)  (9,979) 558,322  hok,238 283,450 135,622 k09,292
15. Available to Hexrc. common by
use of A stock
A dividends 540,751 473,157 - 405,563 - - - 1,419,471
Hercules common :m..?ou_.m .ﬂHo..mP.ﬂ wmw»:.@w N-mmm.mmo Nnmmw.mmo m»mmwnmmo w..w.._.wumwm
16. Total 1,007,763 1,183,k0k 1,359,046 2,529,650 2,529,650 . 2,529,650 11,139,163
Avoilable for common 442,237 1,360,596 1,880,95% T10,350 T10,350 T10,350 5,814,837

e



~

PURCHASE COMPANY Z O BASIS OF 2 A SIIARES
FOR EACIL 5 Z SIIARES - CONVERTED TO H EQUIVALENT

OCUCUlL. *t1)

1.2 FOR 1 Z FOR 1 YFAR; 1.25 FOR SECOND AND THIRD YEARS; 1.35 I'OR FOURTIl, FIFTH AND SIXTH YEFARS

l. Z shares common
2. 2 earnings forecast

3. Herc. A shares outstanding
(409,660, 1 for 2-1/2 2
initially outstanding)

k. Shares Ilerc. common issued for 1 A
5. Equivalent lerc. comnmon for 1 of Z

6. Rate of conversion estimated

T. Shares Herc. common ot conversion

. To date
8. Shares Herc. @ 1.25 for 2

9. Dividends @ 1.00 a share

10. Dividends on Class A stock and
stock converted to common
A at $1.65
Commnon at $1.00
Total,

11l. Cash retained in business
A stock over cormmon

12. Earnings Herc. @ 1.90 plus 5%
a year on 1,280,190 shs. (1.25)

13. Farnings Z Co.
14, Available to llerec. common

15. Available to llerc. common by
use of A stock
A dividends
. llercules common
16. Total
Avnilable for common
(1ine 13 - 16)

5/21/64 -

196k 1965 1966
1,024,152
Hbrmosog megnooc wsNgnooo
327,728 286,762 245,796
3.00 3.125 3.125
1.2 1.25 1.25
207 107 10%
245,796 128,018 128,019
245,796 373,814 501,833
1,280,190 1,280,190 1,280,190
1,280,190 1,280,190 1,280,190
sko,751L 473,157 405,563
2L5,796 373,814 501,833
706,547 846,971 907,396
193,643 433,219 372,794
2,432,361 2,553,979 2,681,678
1,450,000 2,544,000 3,240,000
(962,361) (9,979) 558,322
540,751 173,157 ho5,563
467,012 710,247 953,483
1,007,763 1,183,404 1,359,0u6
42,237 1,360,596 1,880,954

1967
3,200,000

i 3375
1.35

60%

829,562
1,331,395

1,280,190
1,280,190

1,331,395
1,331,395

1968

1969

3,240,000 3,240,000

3.375

1.35

1,331,395

1,280,190
1,280,190

1,331,395

1,331,39%

3.375
1.35

1,331,395
1,280,190

1,200,190

1,331,395
1,331,395

Total

1l.30 equivale

7,C%.,10

1,h19,k71
5,115,620
6,535,099

(51,205) (51,205) (51,205) rp&.wmﬁ

2,815,762
3,240,000
Lay,238

2,529,650
2,529,650
710,350

2,956,550
3,240,000
283,450

2,529,650

2,529,650.

710,350

3,104,378 16,544,708
3,240,000 16,954,000

135,622

2,529,650

409,292

1,419,471
9,719,602

2,529,650 11,139,163

710,350

5,814,083/

1.28 equivalce |

Ry



1961 .
. Jan. 32.6 39.25
Feb. 37.0 42.70
¥ar. Lo.2 k6. .
Apr. K14 50.3
oy 37.6 k5.5
June 33.875 Lo.
July 36.5 ,"‘0075
Avg. 37.25 A47.25
Sept. 36.75 U45.375
Oct. . 37. 875
Hov. 35.125 39.125
Dec. 32.25 36.5
Jan. 39.5 49,
Feb. U42.75 U45.75
Mr. 44,56 48,
Apr. 5. LYY
My 45,5 48.75
June L43.5 48.375
July L4125 45.9%
Aug. b6, 53.31
Sept. 50.06 53.50
Oct. U48.75 55.25
Nov. 50.25 52.875
Dec. MU7.75 52.75

*Through tay 20th.
#5/ith 6 treding days estirnted at 9,300 a day.

5/21/64

New York Stock Exchange

£x:iziule S

Lows & Highs
Z Comna_.ny_

1962 1963 1964
29.375 35.5  19.315 2k.5  3%.25 LL.B75.
29.5 33.875 22.125 24.375 33.75 36.50
28. 32.25 21.625 26. 35.75 38.875
21.625 28.75 26.125 32.5 30.25 37.875
15.5 2475 29.75 36.25 . 32.50 39.875%
13.125 19.625 33. 39.

14.625 19.5 32.125 37.875
17.5 22.375 36.375 Lkh.5
15.875 21. 39.75  47.875
13. 17.25 40.125 48.375
15. 20.5 34.5 46,
19. 22.375 37.625 b5,
Share Turnover
195%
Jan. 133,100
Feb. 65,000
l'hro 67,9(”
Apr. 108,900
)y ‘ 253,000%%
Total 627,900
Annual 1,507,000
Outstanding 1,024,000
Annuzl % 147
Hercules
k5. 52.625 39. 43.5 38.5 L%.375
46,125 Lk6.9%  39.625 43.375 L2.25 L46.125
k6.5 50. 39.375 Lk2.875 k1.50 4k.125
. §8. 37.625 40.25 k2.25 145.375
30.5 u45.25 36. 39.625 143.50 L5.75%
27.25 36.875 38. 39.625
29. 3%.375 34.125 38.375
33.25 37.315 35. 36.75
34.625 39.375 36.125 39.25
35.375 Xo. 36.375 38.50
38.75 W4.125 34.25 37.50
§1.625 U4.25 35.75 - 38.875
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Pcrsonnel
Name Office Age 1962 Salary 1963 Salary
John H. Lux President k5  $57,000 465,000
Robert L. lioland Vice Pres. k5  Below $30,000 $45,333
Harold B. Haney Vice Pres. Sk Below $30,000 . Below $30,000
Ernest 0. Chsol Vice Pres. - . 48  Below $30,000 Below $30,000
Arthur T. Bourgault Vice Pres. -  Below $30,000 Below $30,000
Purnnll L. Mzlhorter Asst. Vice Pres. - Below $30,000 Below $39,000
Frederick R. Cronmiller Controller, Treass. _
Asst. Seec.. 43 Below $30,000 Below $30,000
Vellace E. EBowan ~ Bec. & Asst. Treasurer 43 Below $30,000 Below $30,000
All officers & directors _ $228,838 $250,683

Approximate number of employees 1,245, esbout 13% technical. In the past, yearly
legal fees of 475,000 in 1962 and $80,000 in 1963 were paid to one director and a yearly
consultant fee of $25,000 paid to enother director.

There ere seven directors and John ILux is the only officer on the board.

Pension Plan

The salaried erployees have & noncontributory plan adopted in 1959. It provides
for regular retirement et age 65 with diszbility benefits at ezrlier sges. The emount
of pension is based on sctlery end service. Details of the plan were not avalleble.

: The nonsalaried employees also have & noncoantributory plan vhich vas adopted in
December 1962, The effective dates of the plen vary with the location involved.
Norm) retirement age is 65 end mandatory retirement at 70. Maximm benefits range
from $40 to $50 per month. A disability provision is elso included.

Tae total cost of the employees pension plan emounted to $184,000 for 1963.

At Decezber 31, 1963, wnfunded past service costs under the plans aggregated
&
'?575)OO°° :

Stock Opticns

Price Range chs. Outstanding
Year Granted (a chare) Dec. 31, 1963 Expire
1961 $36.58 - §37.77 13,265 1966
1962 $15.92 - $21.08 3,720 ' 1967
1963 $22.98 - $33.37 12,010 1958
Prudential Insurance Co. $32.00 25,000 - 1969

53,995 shs.

3/9/64
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BACKGROUND AND HISTORY OF
HAVEG INDUSTRIES

This company was incorporated in 1929 as Continental Diamond Fibre -
Company. In 1955 most of their assets were sold to the Budd Company and
corporate name was changed to Haveg Industries.

. Haveg's sales have shown a spectacular increase from $4 million in
1956 to $30 million in 1963. Correspondingly, Haveg's after tax income has
increased from $150, 000 in 1956 to $1, 335,000 in 1963. The chart on the next
page compares the growth in Hercules and Haveg share earnings. Part of
Haveg's past growth has been due to four acquisitions made by Haveg since 1955.
However, Haveg's growth has been largely due to the high degree of engineering
skills they employ in their complex pla.stlc fabrications plus their imaginative and
aggresive leadership.

Early this year Haveg granted an exclusive license to Lily-Tulip on

~Haveg's patented process for foaming plastics for use in nested cups. Lily-Tulip

are conservatively forecasting that their sale of foamed cups will easily reach
$10 million in 1966 and $20 million in 1967. As a result of Haveg's initial
development work on foam process prior to granting a license to Lily-Tulip,
Haveg reportedly has 25 - 30 patent applications on their foaming process.

- .

Recently a large blow molder -- with annual sales of approximately $60
million ~- asked Haveg for an exclusive license on Haveg foam process for blow
molded containers. Haveg has deferred negotiations with this blow molder
temporarily pending the outcome of our negotiations for outright acquisition.

Haveg visualizes that the economies of their foam process will enable such plastics
to find large new markets presently held by paper, metal, and other materials.
Also, they visualize foamed plastics replacmg conventional plastics 1n many large
volume applications.

In 1963 Haveg spent approximately $1. 3 million on research, or 4% of
net sales. They have approximately 140 engineers. Haveg's plant facilities.are
located in Taunton, Massachusetts; Wilmington, Delaware; Burlington, _ Vermont
and Santa Fe Springs, California. Haveg employs approximately 1400 people.

-
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BACKGROUND ON HAVEG'S DIVISIONS
AND SALES FORECAST FOR 1966

We have had three discussions with Haveg on their forecast of 1966
sales by division.. As a result of these discussions, we believe that Haveg has
been realistic in forecasting a growth in net sales from $30 million in 1963 to
$55.5 million in 1966. Their 1966 forecast of $55.5 million consists of $42.5
million of net sales from existing facilities plus $13 million in net sales from
new facilities. In 1963, approximately 37% of Haveg's sales went to the
government. Haveg is forecasting a slight decrease in their net sales to the
government during the next three years.

We are summarizing below for each division our available background
information, the past sales growth, and basis for Haveg's 1966 sales forecast.

Taunton Division

These facilities and patents were acquired in 1959 from General Electric
for $2. 6 million. They have large injection molding, compression molding and
elastomer seal facilities. Initially Haveg sold General Electric $6. 0 million
from the Taunton facilities but Haveg has found $5.0 million new markets for
engineered plastics and reduced routine GE molding business to $2. 5 million
annually., Sales of their Taunton Division have grown to $7.5 million in 1963,
Except for Western Electric's captive custom molding facilities, the Taunton
plant is the largest custom molder of plastics in the world. They are essentially
selling their engineering skills, since their plastic raw materials only represent
approximately 25% of their sales prices.

This year Haveg acquired the aircraft and missile seal product lines of
Connecticut Hard Rubber Co. These product lines are presently being merged

into 'I‘aunton operatlons and will add $2 mllhon in annual sales to the Taunton-

Division, i

~ Taunton Division has recently come up with two engineering developments
that offer substantial growth potential. One development is a composite molded
structure for fuel -cells that consists of 21 parts, 14 different plastic materials
and made by 10 different processes. The second development is a line of molded
products for micro-miniaturized transistor circuits. Based on the growth potential
of these two developments and other Taunton products plus the acquisition this year
from Connecticut Hard Rubber Co., Haveg's sales forecast of $12 million in 1966
for the Taunton Division is easily achievable.

Container Division

The origin of the Container Division was Haveg's acquisition of Blow-O-
Matic in 1960. The initial facilities at Bridgeport, Connecticut have been trans-
ferred to Wilmington. The Container Division's 1963 net sales of $500, 000 '
consisted largely of blow molded polyethylene liners for fiber and metal drums.
This is a fairly recent development and Haveg forecasts conservatively that sales
of their present blow molded products will reach $3. 0 million in 1966,

\J _ ‘ L ) : K L
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Haveg has excluded from their sales forecast for 1966 the possibility of
developing a rigid foamed plastic drum to replace fiber drums. If this
division's foam drum development is successful, the price could be reduced

from approximately $6. 00 to $4.50 and the Container Division's sales could
reach $9 million.

American Super - Temperature Wire, Inc,

Haveg acquired this company in 1958 for 21,600 shares of Haireg common,
The company has their plant facilities at Burlington, Vermont and produces -
specialty wires and cables, using mainly Teflon and silicone as insulation -
materials., Net sales of this division have increased from $3,4 million prior
to acquisition to $4.5 million in 1963, However, this division has developed
some newer products that offer good growth potential, These newer products

include wire and cable capable of withstanding temperatures up to 1,000 °F.,

radiation resistant wire, and wire for micro miniaturization processes. This'
division forecasts sales growth to $7.5 million in 1966. If this division's current
development work on irradiated polyethylene proves successful, Haveg forecasts
that this division's sales could reach $10 million in 1966.

Sil-Temp

This is Haveg's trade name for pure silica fabric which is produced in
Haveg's facilities in Wilmington., Until 1962, sales of Sil-Temp were entirely
to the government as high temperature insulation material for missile cones and
nozzles. In 1962 Haveg embarked on a commercial market development program
for their silica fabric and by 1963 Sil-Temp sales of $3 million were divided 80%
to the government and 20% commercial. Haveg is forecasting Sil-Temp sales
will easily reach $5 million in 1966, R

Chemical Equipment

This is Haveg's original line of corrosion resistant equipment that .
is produced in their Wilmington facilities. Haveg is forecasting that this
division's net sales will increase from $2.5 million in 1963 to $4 million in 1966.

. This division's forecasted sales growth is based on the normal projected growth

of chemical equipment industry plus Haveg's announced plans to produce larger

tanks (12 feet in diameter) which will broaden the market for this d1v1szon. A :
' large autoclave is now bemg installed to'make such vessels,

Aerospace Division

Haveg has Aerospace facilities at both Wilmington and Santa Fe Springs,

. California. The latter facilities were acquired from Reinhold in 1957 for

Y
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llet Sales 3,769
Opercting Profit, Before Taxes = 169,
et profit, After Toxes 149
Tax Fnte - Percent
Gross Plont 2,355
Recelvables 501
Inventory - %07 .
mﬁd‘ﬂa ' wbnvww .
Yearly average 2,970
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35-1/2
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1961 1962
21,322 25,665
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868 1,033
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2,185 2,508
13,001 14,047
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6,034 6,707
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HAVEG IHDUSTIILS, LIS, Schedule 25

000's

Estimited Icw Cnermting Ascets
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Retained Earnings .

Deprecliation Set Aside |

Amortization of Patents
Total

Expenditureg#*

Patents
Plant Expenditures
Accounts Receiveble Increase
Inventory Increase
Total

Capital Overage or Shortage

Price Earniﬁgs Ratio

*Includes acquisitions:

HAVEG

Internal Sources of Capital

($1,000)

1957 .1953 1959 1960 1961 1962 1963
151 296 365 58T 513 STH 721
109 2712 L6T- 616 728 806 815

- - - 63 63 63 46
260 568 832 1,266 1,304 1,443 1,582
- - 388 - - - -
705 478 2,678 1,055 1,060 768 1,384
205 87T 2,hk (687) 131 = 850 1m
272 387 691 172 157 323 201
1,182 952 6,171 55 1,357 1,981 1,696
(922) (38%) (5,339) 726  (53) (hg98)  (11h)
29.2 33.5 4.5 36,1 u48.0 2k0 26.3

1959 - General Electric asset purchase.

1958 - American Supertemperature Wires, Inc. (pooling)

1957 - Reinhold Engineering and Flastic (pooling) and other
minor acquisitions and purchases.

3/31/64



Schedule 4

Five Year (19C3) Brezk Even Torcet

‘L-_,-\ Q Al
~ e
HYG + 50p
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. Dexdveleat vales LVE cheres  $55,304%,000
Eeuivelznt IPC sasres @ Sk 1,256,500

AGZitiontl HEC caowes Tor
azw ezpitzl (cze telow)

13,80
Totol HPC ehores 1,475,700
=3 ezrnings, 1983 2.34
Tazok even LV ea::.zg';s $3,%53,000

- o~ ! do £
&nnvnd ccopound rote of

@‘Cz‘&h, 5 JISe. frea 19’53 20.9;

Rztio ret incoze to s2les L.h3%
Sales $77,550,000
17,859,600
18,509,080
12,200,020
6,109,000

812,850,000

53-1/2
Shores 20z po czpital 218,830

Vo @ £35 % 1,024,152 shs., $36,870,000

HVG + 1007

$72
$73J739)000
.1,675,900

385,300

2,052,200

2.3
$4,825,000.

29.3%

L. 433
$108,500,000 |
78,800,000
30,300,000
15,400,000
7,702,000

422,600,000

53-1/2
385,300

4 1pe for 1 HVE
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' 193,160
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Scheduls: 6

o O-fica - . Are S::lnz_"g
Jein i, Lux President 15 $57,000~ Gy o006

IR ., e S
Roheont L. lolond Vice Pras. qscch —— X5 Ezlow $30,000
line02d B. FEon3y Vice Pras. ‘ v

sk "

Tea2st 0. C2sol Vica Pioc. L8 v "
Lo P, Bourgault ~ Vice Pres. : - " "
eoac)l L. Methostew © Asst. Vies Pres. - " "

. Frodsoicl Re Croawiller Coatrolicr, Tress., Asst. Sec. 43 " "
Vollece B, Coux Sec. & Acst. Treas. : 43 v ®

A1) officers & directors $223,838

toprorizmte meber of exployees 1,400, ebout 103 Technicals. In the past, yearly
ek 2e23 of §Y5,050 vare paid to ope director end a yearly consultant fee of $25,000

- S Lute 2 b
G2iE €O oaother clvector, s

F7in mana
peasc

o2 ore sgven Girectors and Joha Iax is the only officer oa the board.

Pension Plan

a2 zzlaricd eoployees have & noacoatribulory plen edopted 4n 1959. It provides
ey e3mas s

Jex woodlaw wotiverant e) ace 65 vith &isehility benelits at coarlier ages. Taz exount
P enmwm S gy

2 pozziin is bzsed oa salary end scervices Datells of the plen were not availsble,

The nontslozied eployess alco kave a noncontributory plan vhich was edcpted in
Doeziler 032, Tre cffective dotes of the plen vory with the location involved.

1T memern Y ann S emmanmmde

Uowad rotiremont ese is 65 end roandotory retirement ed 70.  Moximum benafits sange fraa

LS

350 o 30 por moath. A dieobility provision is olso dncluded.
The £otn) eest of the erployees pension plen exmsumted to $184,030 for 1963.
L3 Sacember 31, 1053, wmiwmded post service costs wader the plans egoregated

Stook Cotlons

Dice Range Ses. Cutstanding
Yeor Goanted (a2 _eazre) Dec. 31, 1953 Expire

1551 $36.58 - $37.77 13,285 1955
1552 © $15.92 - $21.08 3,720 1967
1553 422,03 - 533.37 12,000 - - 1958

Tmelzatiel Incurzace Co0. $32.00 25,000 15359

53,995 ehs.,
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Schedule 7

R2cexd cf Acoulcitions

In 1C5T7 Yaich Pulnski Razlty Corp. cimed 1ond usnon vhich 3 buildines
iz Vest Vamxen, l2sc., cre loccteds IV leozod tho entire spoce €0 the Plae
on Divisicna. Fle-Tanlk, manufocturing lominoated and reinforczd plastic and
gloss profusts, vas formed on ecquisiticn, Februsxy 1956, for $205,000. '
1537, Deir=old Eorinocring end Plostics Company (California), producers
of xeinforced glzgss and plostic products axd ccotines for industriel use, was
cconimed for (532,000, Peymant uvos {133,000 coch, 4,500 cheres of Maveg and
o ootlcn $9 buy 950 addition2l chares et $4b o chers. PReinhiold's net worth
$343,030. Iz3s, five montas ending oy 1557, $320. Sales, S months, $560,000.

1938 A-zrican Superiemercture Wires, Inc. (Vermont) on a pooling of
tasis, Faid 21,600 shares of stock plus cptions to purchase edditional

Z,7CO chores, Amzricon bzi a Pezrto Rlean sudsidicry, not then in operation,
tub viih & 10-yerxr Industricl Toax Erempilon Certificate. et worth of Azerican
tas {229,000 ca Jriy 31, 1958. Year's sales to letter date 41,577,000; net ine
co=2, $123.000. XMaauwfectures hifgh-tagmerature hook-up, vrappad and mgnst vire,
ccoxizl eRble ond Lon

e

1639, cooxixed fzon Genorel Fleeteic Co. certolin plastics cperations,
inventsries el receivobles et Tewabon, Hoss. end Decatur, I, for $2,623,000
fmaiviing (822,000 Tor patents. Poyoble in installmonts, (Sea "1963 debt” for

————ia S o vn, e e -y &
renindiag comt ond terss.

1650 sequizcd essets of Zlov-o-i2tic Corp. (Coan.) end Cains Industries
(C=20); 2lco corizin ossets of Formiwm Co. (H.J.)e Yo facts.

1C5) coouived Electricsdble, Inc. and Service Cable end Wire Co. (Calif.)

1653 Silnidicry Reirhold econired fixed essets and inveantory of Califoraia
éivisicn of Caxicelx, Inc. o facts. : .
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