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Financial
Highlights

. 1978 R
NetSales $1,063,291,000 3
income from Continuing Operations $ 30,399,000 2 : -
Income {Loss) from Discontinued Segments 3,765.000 . -
Netincome (Loss) $ 34,164,000 : g ool
Eamings per Common Share
O —ary
Zentnung $ 2.01 s
o] s:c”mjec .28 22z
e mgomeLass’ S 2.29 EEEN
=iy Deuiel
Zonimang $ 1.76
Tiscentinued .21
Ne’ income :_Css! $ 1.97
Cash Dividends per
cepiarrea Share $ 1.20 3zl
Commen Share $ .64 el

‘Qegraies o exsiode amounts ADONC DI 10 ASCCNT nued segmen's— See Note 1 ot Noles iz Cersonastes =narc.a Siate™en s

Shareholders Information

The 1979 Annual Meeting of Stock Transter Age~:s Form 10-< gs filec wii™ Ie Securies
Shareholders will be held at and Registrars anc Excnange Commissicr may ke
10:00 a.m., Tuesday, April orianea frez o' Crarge Sy wring e
24, at the Colonnade Hotel, Cipank. N A

120 Huntington Avenue, 111 Wall Street GAFCORPORATION

Boston, Mass. New York NY 1005 140 West 51 Street

New York NV 10020
First Jersey Nationai Banx
One Exchange Pace investar Rewarons
Jersey City NJ C7303

GAF oftfers holders o its

commgen and preterred

StOCK the opponunity 10 tuy

addmonat shares (n-cugh

an automatic dividend re-

nvesiment sensce admin- Cr=T0n s
sterec by Citibank N A

GAF 12107




Message to our
Shareholders

President Philip B. Dalton and
Chairman Dr. Jessse Werner

in 1978. GAF sales ‘rom continu-
Ing businesses were $1 063 3 mii-
lion with after tax profits of $3C 4
alLor comparec with 1977 sales
oM CorunuINg Dusinesses of
$91S 5 mihion. witn protits 0f $26.2
muncn (These f gures excluoe
astvities o ine business forms
cperauon wnchis oeingscla )

Ths 16% :ncrease i earnings s
pamicuiary encourag:ng inthat
"977 earnings were ne'pec by
mon-recurnng Ircome totakng $3
~0m gter laxes

i~ 1978 earnings were
ceoresseC Dy stan-ups anc
reiaieq excenses of four major
‘acibes eacn mvoving sig-
nf:Cant cosis witn imited offset-
1~ sales Tnesehad anegative
~gacicn 1978 earnirgs of
agorexmately $5 miion after
tzxes TRisimpact:s expectecto
De much:ower in 1979

AR s stltings tnree Dasic busk-
sesses—chemicais ohote & reare
ang ouigrmgmaternials The rege-
Cloyment and streamiining ro-
gram oegunin 18977 wnich

ccepeamuch of management s
2

artenton i 1878 was gesigred!o
erminate several Dus:nesses
whicnwere eitrer not profitavie
lackec profit potentar or &id et
integrate wel with GAF s remain-
ng DUSINESsSes--outnNoi IC
crange the inherent siructure of
‘ne company.

In 1978 Chemical worlaw.de
sales were $248 8 milon. with
arrectoperating profits of 850 6
mulion These compare with
$200 9 million in saies in 1977
and cirect operating orcfits of
$45 5miton The 1877 Chemicai
profits nclugea receipt of a nen-
recurnng payment of $3 7 milicn
betore taxes. related 10 a contrac:
terminatior. Without trat one-time
payment earnings f-om opera-
tcnsincreased 21% 10 1878

Photo & Repro profits meroved
gramatcally n 1978-$11 7 mu -
1:0n on sales ot $280 8 milhon
compareg witr $3 4 mithon on
sales 0f $244 4 mili.on in 1@77
These arrectoperating profits are
the highest acrievea for GAF s
present photographic anao repro-
graphic produc: ires in 10 years

InBuilding Materials 1378sales
st00d a1 $533 7 miliio~ an amos:
13% increase from 1977 sales of
$474 2rmillior Protits ncwever
were $39 5 milion a sight gecure
from 1877 operaung o-of1s of $41
miion There were tree Major
new buiding mater ais manwutac-
Wnng operations 1N start-up ¢ uf-
ing 1878— . Muilingar ireland.
Jonet it ang St Lous Mc —with
adgeq costs wnmich nad not ye!
been offset by accec proguct.on
anc sales Tresecomoineglts
cecressearnicrgs However the
rew sneet viny tocrng piant N
lrelang ~ac begur o prsouce n
suostanual asantiies oy vear-end
ana srpments are :"Creasing
Tre urethane rsuialor cpersicr

n St Lous nag ccmoetea some
tnal "uns Dy vear-ens anc ven,
Kmited snipMerts were 0oss.cle
Tre Josetiact, 1oravo™mo ve
sound-geadening cacaINgs ang

cvanced masi.Cs s aisc " §lan.
UD aravery Imiel snioments
have begun

Tne joint-venture chemica cia~:
in Marl, West Germany wer:
through a smootr stat-uc anc
was operationa. by Mig-year
Starnt-up ofthe pant dio cegress
1978 earmnings but sales ang
Proguclion aunng the astquaer
of 1978 snowed suostaria
improvement

The new THF solvent manytac: ur-
ingunitatbinden N J .iscpera-
Ing very effectively Progucicn
was increased dunrgthe vear'o
meet gQrowing Saes success
Modif:cations made a: the Texas
Cily acetylene Qervanves piar!
~ave erablec GAF o marutas-
Ure supencr Qualty DUtareas
Tre excandec PBT faciin rCa-
vertCity Ky s n'mefing stages
of stan-ug anc s oroduc ~¢ anc
SMIPOING J.ally DroCuCti
ncreasingauanty Szezaer s
NG 2s ™More Cusiomers oar
iCuarynire z. Belliele
use tcrGare

meias ©an,

New Belgian facility

Ooeralcns 3i'menea0a™ ~
Simi-Nw o328 B2z o™ oA
iarge Measue resoers
rse cfmorenan 307 -
UCMRE Sales ot e-t3.
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Trne Bingnamicn NY photo-
grachic piantincreased prodJc-
tcn of continuing product ines at
rign quality stancaras. througn
conscucaton, streamhning and
prccuctcnangeovers The com-
pany s grapnic ans anc x-ray
products oroduced trere are
carving significant nicnes for therm-
seives in these markets. withsales
anc profits snowing rnsing rrenas.

Capital investment high
GAF s investment in the future
conunues Caottal investment
was hignin 1977 and 1978-more
tnan $50 million each year—and
979 pians call for a similar
amount 1o be spent on such pro-
|ecis as a giass mat manufactur-
rgtacimtyinCnester. SC . a
roofing plantin Fontana. Cant . an
over-allexpansion of the com-
pany s mingras granules oroduc-
‘or cepacity a THF manutac-

1.7 Mg ODeralon atthe joint-
venture cremical plant in West
Germany aformaidenyde piant
‘Texas Cty Tex. andanew
olyiene aenvatives piantin
aarh Tex

[TAR
)

17}

~"ine ceginning of 1978, GAF
w28 nransition The company
TzZ eanerembarkedonamajor
Tr2gJepioyment program.
ZoCTwWnICh several bus. -
T€e3es wOud De sO.C ang ctne’s
C De strengthenec

s Crogramngs been proceed-

= ~ancroetyfashon The pan

"€ 0roQram gealing with seil-

SCONITuUed DuSINesSes IS

» 20moete Thne final

2-seirg GA® s business

o T Eoteranonin Sneioy

-~ --snaraavanced stage as
D27 goes 1o press inall.

‘&7 zasnnas Seen ger-

Cyite saes and hquica-

TS72 Dius approximatery

7 T aetereq JayTents

T~

As tne prices realzed were some-
what greate than had been -
nally estmarec. inthe thirg cuarer
ot 1978. 31 million after taxes were
taken fromthe resenves which
had peen estabished to coverhe
costs of disposing of ciscor-
tinued businesses and restored 10
earnings Followng a review of tax
benefiis associated with tne dis-
continued ousinesses. an aad:-
tional beneht ot $2 milion was
recoroed Incluaing that penefit
and the operatng income of
Shelby discontinued businesses
showed after tax ncome of $2.5
million in the fourth quarter. com-
paredwith aloss of $13 9 milion

in tourtn quarter 1977 Forthe
year. after tax ncome was $3 8
milhon. vs ai0ss 0t $73 2 million

in 1977 (See Note 1 on page 30)

Good cashflow

Tne cashrealized through the
sales was used toreguce debt -
fact. n the thirg quarter of 1978
GAF was abie to eminate shon-
term gomestic debt entirely
Funnermore GAF s cash posuior
was such tnat the company was
aple 1o go nto the short-term
money market as a fender with
tne cash surpius generaung more
tnan a ha'f-milion doliars in
interest ncome

Buttre purocse ¢t the assetrede-
ployment program was ~ol
merely (0 se'i off discorinued
Cus:nNesses ang generate casn it
was 10 strengtnen the company's
remaining operatons and
improve over-all periormance
Tris aspect ot the program pro-
ceegecwe!lin 1878 and by the
tira quarter of the year nad

Deer successfulenough ‘orthe
corrpany lc ncrease ts quarnerty
div:gena on cortmon stock from
15¢0 T 7C Asour1978earmings
gemorstrate s mpreved der-
‘ormance s continuing

Lawsuit against Kodak
Another significanifacier or
GAF s horizons the comzany s
anttrust suitaga:nst £astmar
Kcdak Aswe "eported ‘o vou tas!
year we are encouragec by ine
federaldistrctcouninaing in a
simiiarcase prougnt aganst £2s!-
man by Berkey PrgioIne 0
whicn the jJuage and :ury aeter-
mined that Eastman hao vioig'es
antitrustiaws ir severa' ways As
expectea thecase s beng
appeaied Pretr.alproceeqings
GAF s case are sutsiar: ="y
complete ana we expec: Sur case
to De nearc shortly afier the
fegeral apoetiate coutrues or
that appeal Inthe meantime GAF
IS concentratng its energies on
continuing imprecvementinits
continuiNg businesses

The year recentivendec was a
gooaone wit~ saes andearn-
Ngs imorovements ana cpera-
uona improvements But ~core
at GAF ever saig al the com-
cany s prodlems are bering v
There s st muchioDe gone .n
proguctdeveogmen: marke!ng
andmanufaciunng mproveTen!
pefcre the comcany acnieves i1s
fuii potenua. We azctee ncwever
nalire agcreverienis 9 1978
show irat GAF s ontne ngritracw

wn

By Order2ime Boarc oiDiregior

“Jesse Werre-

Crarmanr anz
CrefExecuive Offcer

p
il ot it e
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¢
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Chemical

Top: Recent modifications at
Texas City chamicalipiant enabile
GAF to make superior quality
butanediol.

sove: Laboratory technician uses

phisticated spectrometer to
~nalyze purity of GAF acetylene
derivatives.

Opposite: On-the-spot visual
checks are performed on a regular
basis during the manutacturing
process.

4

Results (continuing)

Dot tMicos 1978 e
Mot Sae: $248.8
Zoerg ns 2

Des $ 50.6

Wor dwide Chemical sa'es were
$248 8 mitlion. ug 24°¢ from 1977
levels of $200 9 mion Coerating
orotits for 1978 were $50.6 million
compared with S45 3 miitior in
1977 anincrease of 11°%

Inthe U S..results were
encouraging. with sales uo sig-
nificantly anc profirs almost the
same as:n 1977 Thatyears
resuits. however. included a one-
time paymentto GAF of $3.7 mii-
lon before taxes from a contract
termination International chemi-
cal sales and profits were sig-
nficant'y ahead of 1977

European plantonliine

The company s joini-venture
acetylene-basec cremicals plant
in West Germany completed its
start-up pnase and 's now tully
operational Saies of cutaneaic
neing manutactured tnere

are Increasing

Butarediolis apasic cuiding
biock for GAF's entire farily cf
acetylene dervat ves tissclaie
ctrer comoanies as well who use
G Maxe ™gn Quz iy Sowvure-
thanes and polyesters Arready a
eac rg sroducer of butaneaic'.
GAF 15 taking severai steps to
reniorce Its positionr

Moaitications made guring *S78
attre Texas Cty p.ant nave
erabiec GAF to maxe a sudernor
Qua y cfoutaned:ci Ascat
Texas C i1y consiruciicm DEGa” o
anew formalzceryde man Lfaciur-
ing facity GAF now curchases
the formaicehy e neeged i
make putaneao! at Texas C iy

Whencomgielez tnsnea sper:-
tiorn ardtre fcrmaigenvae p are
atCaveri City K, amsuoc,
ai'tre compary s antic:.pales
acmestic ~eeqs

Tne ccmpany anno.ncec neary
1979 tnat it wouiC Cunc & new
aceiiene dervatves Mmarufac-
turing plantin Sead-f Tex ¢
suzpiythisfacity aiong-ter—
contract has oeen signec wit™ 3
venador to furnist acetyiene at
favoradle prces ensurnngraw
matenals neeaec ‘or future growtr

Manutacturng capacity for THF
{tetranyarofuran} soivent mage 3*
Linden N.J ingcreased acpros-
matewy 75% durng 1878 Sales ot
this recently aaded produc! a
butanedicl genvat ve nave been
very strong Although GAF nas
zeen raking THF in commercia
T.antaes ‘ororly two vears siar-
.2 COsis have been offser ang the
2roauct was seling at a orot oy
~ug-vear wellarheac of ~uaiy
sstimatec scheaules To Ncrease
manutacturrngcacacy for THF
st futmer arew THF manuiac-
NG Coe 2lCN 'S TeINg a00eC 10
treaint-veriure facity .n vest
German, THF soivent's usedn
~EKNC Ty DFOCLCTS TEgreT s

dpé andis anasic ngregient

teracniraiate) GAFst-stang:-
neenng imermos.asic < alsc
Cuiaredio casec Amore iex.ce
gracewas . ~rogucegancuses
STyeartor aulomMoCiie SieCinta:
Neciors Nea ica azc -
ragdes are peng cllereaas we’
re COT0anNy IS reiahve. tew il
s Maree wienis Caven Ty 4
P37 maritaciurrg ooeraisr -
5roducticn for one year arcine
2700JCT 'S Slil N TNE early S1ages
Srcusiomer gvaiuator Seaes

I e o

g pvv ceTen -
F
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*g75wereencouraging anc tre
compary foresees a soundtuture
forths une Modficanons attre
Cawer Cty plantbeguriin "978
wil wher compietec substan-
21 ly improve GAF s procuctior
capacity forthis plastic

Other butaneaiol-based GAF
cnemica:s continued (o sell well

Sales of 8LO? (butyrolactone)
sotvent rose supstant ally in 1978
Used as an inte'meqgiate anc as a
solvent in agncunural angotner
chemicais. BLO soiventis par-
tcularly artractive in agricultural
formulations as.inasa.S Env-
ronmentai Protection Agency
exemption

M-Pyrol® solvent sales up
M-Pyrol® (methyipyrrondone) sol-
ventis another imponant GAF
chemical based on buianedion In
addition to uses with vinyls. acry-
hics anc uretnanes. M-Pyroi soi-
ventisused r petroleum refining
during lupbe oil extraciion The rs-
ing sates trend experenced :n
1977 cortinued in 1978

The company's PVP (polyviny -
pyrrolidone) copolymers sota well
N 1978 matcning 1977 resutts.
PVP has many applications n the
cosmelics ana pnarmaceuncas
naustries One of the copoty-
~ers Polyciar? adsorber:. is
used by wine. beer and fruit juice
m~arufacturers as a ciatihier

ang stabihizer

Gantrez® cooolymers have &
oroad range of appiicatiors from
hairspray resins to ant-spotti~g
ingreaients in aisnwasher
detergents Saies we’e above
1977'srecoraleve's. ‘argely due
l01Increased hairspray Jlilhzator
Gantrez resins adaoted we' in 'ne
rransition trom fluorocarbon-
Dasec sprays 1o manua’ pumMos
and cther aeroso's NOw used Gy
the cosmetics industry

Inother areas promising new
6

DrOCLC!s were aaged 10 GAF 5
soeciaty chemcasanc sutac-
tants GAF spec.alty chemicas
are used as antoxigaris seques-
trarts icgopriors fiame retargants
and textite auxinaries Surfactants
are useain detergents. pain's and
other apolicanors Sales were

up significantiy i these areas.
although protits were restrainec
by raw material pnce increases
These markets are highly com-
pettive and the company was not
apletopassa ncreased costs
along to its cusiomers

Styrene-outadiene iatex also finas
IS Major uses IN very competitive
price sensitive markets. With a
new latex for non-woven prod-
uCts. Introduced inlate 1978, GAF
nopes 10 compete effectively
againstexpensive acrylic latices
inanumber ot applications intial
market reaction has been good
GAF's penetration of the paper
ingustry, where lauces are used
ascoaungs /mproveair 1878

GAF's agriculturai chemicats
enjoyed solic sales growth
1978 Recovering fro™low sa'es
n1977and 197€. chemicals
which GAF manufactures for
others uncer private labe'
arrangements soig wellin 1978
Sales of Cepnz® piant growtr
requiator. a product GAF markets
whichs used 10 110en Srops sucr
astomaoes remared at 1977
ieve's GAF ccrinues o svnthe-
Size new Drocucts ang exper--
mentwithvarcus agncuitura:
appucations ard Tanagemen:
sees good cotenta ™ iris marse”

Mineral granules rising

Tne company ras emparkeaon &
pregramitoinc-ease Mirera
granule manutacluring capacity
0 KeEpP paCE wiir 113inQ Sa1es
vclume These granues are used
Dy tne "oofing :nausiry to manuy-
racture smingles GAF nas granule
oroduction facuhes in New
Jersey. Pennsyivamia. Missou
ang Wisconsin

GAF 12112

Soecan Chemczas
S.mazierss

Texe Cmercacs
Engineering Pastics
P5T Trermopasis Vo STz
Minera! Products
Gasxe ~zMaiena s

Mre-a Gran_es

Above: Precise color blending of
mineral granutes for roofing is first
parformed in iab, then transferred

to tacturing to .

uct uniformity.

Opposite: New agricuiturai chemi-

cal formulations undergo rigorous

testing by indepondent researchers

prior to becoming products.

Mere, light and heat leveis are

measured in controlied greenhouse
riments.
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Results (continuing) .
Ccars rM ors. 1978 19
Ne! Saes $280.8 2021

JwectQoetatrgPors § 14,7 % 343

#3230 zes Sene'd LnI'gei.zenses

In 1978. GAF s worldwide Photo &
Reoro operations attained sales
of $280.8 muthon. up 15% from
1977 sales of $244 4 milion. and
recorded the highest direct
operating profit n 10 years —
$11.7mulion These earnings
were aimost 250% higner than
1977 profits ot $3.4 miliion The
figures for both years exclude
GAF's business forms operation.
wnich is being soid.

The Photo & Repro segment was
the GAF area most heavily
affected by the asset redeploy-
ment program Progressing f-om
low direct operating profits i
1976 and sightly better earrrgs
n 1977, Photo & Repro made an
appreciable contnbutiontotre
company s profits In 1978

Strong growth potential
These earnings result from GAF s
concentration on product ines
with strength and soud potential
growth The company s Gatmeq®
line ot x-ray him, processing
cnemica's. casseries intensifying
screens and other hardware 1S a
case in point. Tne line now In-
ciudes state-oi-tng-an produc!s
suchas SR 1and SR.2 x-ray
fims SR 1 film.s designed for
wige iatitude medical raaiography
Thus film has unusual contrast
charactenstcs. whicnenabte itto
sSnow greater detar in low density
areas beng stuaied. such as soft
tssue SR 21s ageneral purpose
x-ray fum Because of consiger-

Top: Film manufacturing process
is carefully monitored by complex
instrumentation on a second-hy-
second, loot-by-foot basis to
assure quality and unitormity of
the film's sensitized surface.

Above: Randomly selected sam.
pies of diszo microfilm from every
bateh made r ive vi linsp
tion in addition to instrument
checks conducted throughout

manutacturing.
Opposite: Densitometer is used in abie manufacturing and design
quality check of x-ray film. refinements. both ilms are less

Numerous precise criteria must be
met before film is judged
acceptable.

expensive to proguce than tne
GAF fiims they replace.

8 23-320774%

The Gatmed?® x-ray proouc:s ~¢
Increased in sales n 1978 arc
showeg significantty nigner prze s
tnan rad beenreacheq oefore
Dunng the year haraware mar ..
tactur.ng was moved from
Brookiyn. N Y andcorsoncatec
in Binghamton. N Y

New x-ray customers

Onthe marketng sige new
accounts were secured. incluc s
some of the country s larger mez-
ical centers and hospitais Severz
new customers. inclucing major
hospitals and cinics nave been
ganed internationaily as we't in
the summer. GAF launcned a
major medical x-ray agverising
campaign. which has peen ettez.
tive in the radiologicar marketstace

Quailtty imoprovements anc new
product offerngs m GAF s
Gafmate® and Gaftype™ gracnic
ans products lea to significanty
higner saies volumes anc
improved prefits These fims
papers and chericals serve tne
prnting industry Gaitype proa-
ucts are used n ghototypeseting
Gaimate pregucts are usec in
preparalcry stages ¢t varous
prnting processes. Botr ines are
gaining inc'eased acceptance v
“ewsoapers commercal crirtens
anc otrer puorsners Domest.e
gemanc ~as cee” strong. as
rave saies n Europe Gafiype™ S
DNOtotyDesSeting paper was ntre-
duced n Septemper anc nas
arreagy mace a piace ‘oritseif r
the marke:

Dhazo equicment, us8d Dy
engineers and architecis 1o repro-
duce pians aiso didwelin 1978
wit™ sales up substantiaily 17 oC”
e U S anginternaliona ™Mar-
kets 'nparicutar. the Prrivec”
190 d:azoornier asmal urit
gesigneg for satelt:e aiazo cLes-
Lors :ngecent’aszed ofces nas
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Building
Materials

Top: To earn Underwriters rating
for shingies, wood is set on fire on
sample roof. Results are inspected
for damage.

Middie: Yangusrd® vinyl siding is
inspected for grain, warp,
interiock.

Above: in wear test, shingles sre
rubbed with steel brushes to make
sure mineral gr. ies are bonded
securely to surface.

Opposite: Roofing shingles are lab
tested for resistanca to sun, heat, to

s8e how shingles stand up in tropics.

Lamps will heat surface to 200°F.
Thermometer tells tester when
temperature is reached. Testing
continues for weeks,

12 ©1-07077z

Results

Doitars in Miuors) 1978 A

Net Saes $833.7 5274

DrectCoeratnrg Pt § 398 S 40
*Ieilesener: JIoTiEafere sed

Building Matenals sales. worid-
wide. rese to $533 7 milionin
1978 anincrease of amost 13%
from 1977 sales ot $474.2 million
Operating profits were $39.5 mil-
lion. compared with $41 0 million
n1977.

GAF 1s the largest manufacturer of
asphalt roofing in the Undted
States. The company's roofing
products business benefits from
high housing starts—more than
two million stans were reported in

-1978 Butit also benefits from

remodeling and renovation pro-
|ects. which generally rise wten
nousing starts aecline GAF est:-
mates that roughly 70% of its ro0f-
INg gOes INto renovalions wit™ the
remainder to new CoONStruction
industry anatysts predict that
Americans will spend aimost $38
bilion on home repai’s ana
renovations in 1979

Roofing strong

Led by excellent sales of
Timperine® sningles. an attrac-
tive premiurm quahty croduct line
roohng sales and profits .n 1978
rose almost 20% above the
strong pertormance achievedin
1977 Higher sales volumes and
price ncreases completely offset
increased manufactunng costs
which were largely attnbutable to
iNcreased costs of asphalt. a
petroieum product

GAF 1sincreasing its cagacity 1o
manufacture giass-mat-pased
roofing Tnese sningies and ol
roofing use substantially iess
asohalttnan more traditiona
organic-feli-based progucts and

are snowiNg slronc grow:™ oa--
neulanty it warm Curtates wtere
the increasec cmersona s
ty of glass-basea shingies ¢
ticular'y deswrable

2
2
o

w0

r

The company annourcec n gs
1978 twoula builc 1S 0AN T an -
marwufacture fiberglass ra: -
Chester. 8 C Grounawas crg<za-
for this new faciity mez~, 1972
and construction has cegun 3t
already manufactures giass-ma
shingies using purchased ma; =
its Mobile Ala andTampa 3
tacihities. and s buraing s tew
plantin Fontana Caif wricrw
make glass-basea rocting for-e
West Coastmarket This wi: be
the company's firs: roofing pian:
west of the Rockies. Funher cians
callfor glass-mat roofing to e
made at other GAF piants as we

Built-up roofing rising
Built-up rcofing for ine commer-
cia industrial marke; also dig we |
in 1978 Fromthe colgrums ir *he
mid-70s th.styge of construcuon
began gaining r 1877 witr tre
trend continuing througn 1978
GAF s systems approach 1o ma--
keting its procJact ine 1nrougn
whicn the company offers v.nua iy
eventhing required *ortne com-
oletec buiil-up roof nas cenet:-
'ed ‘he saies etfon

GAF 1s tre secona-largest manu-
tacturer ot tioor tre nthe Uneg
States. and s amorg tne leace’s
In sheet v Nyl floonng Floor tue
sales 'ose a:mos: 10% .n 1978as
aresuil of proguct hne expans.cns
and prce increases GAF s
Brite-Bond ™ fiocr tile sroweg par-
ticular sates streng:n aueica
|arge seiecton 01 CoI0"S catams
andits ‘'no-wax urethane-suface
Wear iayer

Worldwige sheet viny' fioomng
sales were up signtiy forine ye2

-
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w.th prehits off gue to the absorp-
tor ot tne costs of bringing the
new plant in Mullingar Irefand.
into production This factory man-
ufactures viny! floonng in metnic
wiaths for European consump-
ton The plant became opera-
noralinthe ianer part of the year

U.S. sheetvinylup

Inthe United States. sheet vinyl
profits were sharply mgher than in
1977 Anew product ine.
Gafstar? 6700 series sheet vinyl
ficonng with “super viny! surface”
(SVS). was introduced dunng the
summer. and was well received
SVS™ s a new wear layer which
gves maximum durabiity with a
minmum of maintenance.

Onthe procuction side. GAF 1s
investing approximately $2.5
mihon in a new. highly efficient
maternials hanghng systemfor the
Whitehall. Pa.. sheet vinyl manu-
factuning plant.

Siding sales and earnings were
offfortne year as aresult of GAF's
announcement that it would no
longe: otter Stratalite® siding.
which contans mineral iber The
company s mineral iber. cement
products. used pnmarnily as filler
for cooling towers. are being dis-
continued as well Sales of
vanguard® vinyl siding were
approximately the same as those
achieved in 1977 Inearly 1979
GAF began manutacturing vinyl
tnm ana accessories used with
this product ine Recent industry
pricing shifis have made
Vanguard vinyl siding much more

competitive witn alurminum siding,
enhancing the 1979 sales outiook.

Tre bulding materials industry
has grown increasingly technol-

ogy onented. and GAF's Gattemp?®

polyurethane insulation s a case
inpoint Designed for use on roof
decks and similar apphcations.
one of the products inthe line
features a composite unit ot
polvurethane and perlite chemi-

14

caily bonaed 1o prevent gelarm-
nation Trus combination of
materals gives the roof nsulation
the excellent nsulating properties
of polyurethane and the fire resis-
tance of periite Manutactured n
3 x 4" sheets Gaftemp polyure-
thane insulation s easily nstalled
as welil Other products in the
Gaftemp insulation ine Include
all-urethane insulation sheets and
all-pertite sheets. GAF introduced
anew iine of fastenersin 197810
facitate instailation of these
sheets.

Insulation plant

The company's new manufactur-
ing operation for Gaftemp insula-
tion at the St. Louis facility went
o start-up producticn:inthe
fourth quarter of 1978.

Sales of automotive products—
sound-deadening paddings and
advanced mastics—were
approximately even with 1977
levels. Older ines are being
phased out to make way for more
advanced products from the
company's new manufactunng
operations in Jolet. Il . ana start-
up delays at that taciity impaired
sales and seriously affected earn-
Ings. Sales rose in the second half
of the year as GAF products were
incorporated in 1979 modei cars

_32u7328
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Floor Products
Agheswe-packes T ac T e
Aagnesves § Fi.ers

Fiogr ng Fer

instataton Toc's

Resuent Foor Tee

Seam Fusing Svs'e™

Sheet Viny: Fioors
ungenaymenr:

vinyl Cove Base

Insulation Products
Buroing Insu aror
Fastener Sysiem

Roof 'nsuiatic~

Roo Products
Asphalt Sningles

Built-up Roohng Matenais
Coanngs & Piast.c Cemenis
Aol Roofing

Siding Products
Decorative Shutters

Vinyl Siding

Vinyt Sofﬁt & Fascia Systems

Autometive Products
Automotive Sound-deaaening
& Insuiation Progucts

Top: Tenslie strength of sheet vinyt
fiooring sample is measured to
ensure that GAF Noor will stand up
to years of househoid wear and tear.

Above: Ficor tile is checked
against standard sampie for color,
pattermn uniformity.

Opposite: Qunlm of productu can-
not be maint.

ticated lnltmmonution alone.
With oid-worid skill, engraver
inspects rotogravure printing
cylinder which will be used in
making flooring.







International

International sales of GAF prog-
ucts 1o customers worldwide were
$216 7 miiionin 1878, an
increase of 23% from $176 3 mil-
honin 1977 (these figures are
included in the resuits of the three
worldwide sales groupings)
These saies include gooas pro-
duced in the United States and
exported. aswell as products
manufactured in otner countnes
Some of the sales increase
resulted from translaung foreign
sales into U.S. doliars

Foreign exchange resuits
GAF was exposed o substantial
foreign exchange losses ansing
from the weakness of the U.S.
doliar in 1978, but was able 10 off-
setmost of these through its pro-
gramofinvesting n foreign
currencies The company's after
tax foreign exchange loss n 1978
was approximately $800.000.
compared with gains of approx-
imatety $100,.0001n 1977

While expons of GAF products
madeinthe U S A exceeded
1977 levels, the upward trend in
exports to Europe experienced in
recent years may begin to dimin-
1sh as GAF's new European man-
ufactunng facuiues fillan
increasing pan ot overseas
demand

The new acetylene-based chermi-

cais faciity n Mart, West Germany.

ajontventure with Chemische
Werke HUls. went through an
orderly start-up phase and 1s pro-
ducing butanediol of exceilent
auaity The plantis now opera-
tional. and sales of ts products
arensing Inearly 1979, the joini-
venture company announced tnat
it would add to the Marl plant.
building a THF (tetrahydrofuran}
production faciiity there. GAF
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exporied THF from the United
States in 1978 With demang
inCreasing steadiiy ntneU S
European production is neeged
to filllocai needs

The new faciity in Sint-Niklaas.
Belgium. is now fully occupied
The plant s prmary tunctions are
manuiacturing View-Master®
viewers and reets. Pana-vue?
shdes and viewers and other
hargware. converting and pack-
aging x-ray and graphic ars fiims,
formuiating photographic chemi-
cals for x-ray ana graphic ans
processing. and other manufac-
turing cperatons. Inearly 1979.
Sint-Niklaas also became a
central dristribution and ware-
housing point for GAF building
maternais in Europe Specifically.
some of the sheet viny! floonng
manufactureg atthe new plantin
Mulingar. Ireland. 1s being ¢'s-
tnibuted on the Continent tnrough
Sint-Niklaas.

New plant-new business
When GAF entered the stan-up
phase of the Mullingar plant. more
was involved than getting a fac-
tory up ana running Notonly were
there a significant number of tech-
nological changes. but the com-
pany was. in fact. entering a new
business—metric width sheet
vinyl flooring This required a
number of tnings 10 be done on
the marketing side. such as creat-
Ing new sample books and in-
store dispiay racks. new pro-
chures and other promotioral
matenals in several languages.
and hiring and training sales per-
sonnel Also. considerabie design
eftorrwentinto creatng products
tor the new market. where style
ana color preferences are dii-
ferent from those n the United
States Significant expenses were
incurredin accomplisning these

goals as weil as the costs of
bnnging the new factoy on
stream The piantis now pree.s
ing hign-quahty prooucts
however and cusiomer orgers
are nsing

Salesincreases

Significant sales increases we-s
achievea in 1978 n severa' pca
uct areas

International sales of
View-Master? viewers anareg <
and Pana-Vue?® pictonal proguc::
were up more than 15°% for tne
year. with parucular strengin i~
the United Kingdom X-ray ana
graphic ans products sa'es
Increased more than 30% with
significant sales gains in Beiguur
and West Germany Sales oi
reprographic equipment ang
supples rose more than 20°%

Significant gains were mage n
internatonal sales of diazoequ.p-
mentn Australia. New Zeaiana
and in the United Kingdom The
company manutfactures diazo
productsinthe United States anc
inthe Netheriands. Great Briian
Austraka ana Greece.

Chemical saies nternatonally
were up more than 30°

Bunaing materials sales were off
approximately 10% for the year
largery as a resuit of the Muillingar
siar-ug irthe closing months of
1978, however bulding matenars
sales were aimast 30% higher
than 1977 monithly levels

GAF 1 21422
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Corporate

Research and Development = Supporting Cnemica operations

The company s research and
developmerit efforts in 1978 were
avided between develooing new
products and improving manu-
facturing processes A number of
noteworthy successes we’e
achieved in botr areas

= infioonng. GAF introduces a high

cerformance. vinyt wear layer with
significantly ncreased aurability
anc stain resistance This has
heen ncorporatec inthe com-
pany's new Gafstar® 6700 series
sheetvinyl

Alsainthe flooring area. GAF
introducea a vinyl fioor tile con-
1aning no minerai fiver This prod-
uct which 1s competitive with
conventional tile, helps the com-
pany compete n areas where
mineral fiber usage is restncted.

= Tne company's roohng hines were

expanged win glass-basec cap
sneet anc plying membranes for
not-mopped built-up roofing sys-
tlems Work continued on
solyurethane roof Insulation
some of which 1s now being
marketed.

~ orocess to manufacture a pre-
~um asphatt roofing shingle with
Jhgue styling was developed in
*378 as wel!

anew. computer-nased produs-
uon control system was devised
andisinuse attre Texas Ciy
piant. assuring h:gher yields ot
superior qualtty butanedio The
research and development
aepartment aiso neiped expanc
THF manutacturing capacity at
the Linden. N J . piant Process
improvements were also maae in
surfactantmanutacturing

3Lowwarp and fire retardant
grades of Gafite® PBT were
created and introduced in 1878
and early 1878 Certain Gafite
PBT resins were demonstrated 10
comply with FDA requirements
for tood packaging

O New specialty chemica's were
developed. with possie apol-
cationsinagniculturai chemics 2
neavy-dutly iquid getergens
detergent bars ano luorcanis

S Anew family of iatces for use as
non-woven binders and pressure-
sensitive adhesives s being
introduced

T A new x-ray him for wide 1atituce
medicai radiograpry Gaimea*®
SR 1was introducec anc has
gained market acceptance The
filrn nas supenor raciograpn:c
quahties yetisiess expensve 'c
manufacture tnar tne oroduct ®
replaces New 4lms for tme gentar
and podatnc x-ray markels were
aiso ntroduced n 1978 improve-

menis vere mage  GAF §
cnemica s aswe'

Zintnereprogracnics area GAF
has deve'opec new peivmer ans
aiazocnemisines whicr ferm e
bas:s of a new ine of polyester
intermediates with excegstionat
resistance 10 yeliowing ASC a
new.imagng aeectnc fir g
under gevelopmern:

C Gafline™ 12 chazo microfir =
new product designeo specit.-
cally for duplicating comoute-
output micrefilm was introguced
n 1878 The film offers intense
blacximage color high density
andconiras: nigr speedana
wide development temperature
antude

GAF 12123
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Commercial Development
Tne commercial development
depanment 1s responsibie for new
venture analysis. market
research economic evaluation.
acquisitions. negotiating the sales
of GAF s discontinued busi-
nesses and market development
of new products from the com-
pany s researchlabs

In 1978. the department nego-
t:ated and impiemented the sales
of many of the businesses wnich
were discontinued through GAF's
asset redeployment program,
announcedin 1977 Five sig-
nificant sales were conciuged
successhully during the year. join-
ing one which closed in 1977
Involved were dyestuffs, felts and
filters, phototinishing. a regional
industnal chermical cistnbution
operation {1977). minerai board
siding and photoresists.

Engineering Services

As governmental regulation
grows increasmngly compiex and
all-inclusive, the engineering ser-
vices depanment must spend
more and more ofits tme and
etfont gathernng mformation for
federal, state and local agencies
Data onmore than 1100 GAF-
manufactured chemicals were
collected. filed and transmitted 1o
the Envronmental Protection

13

Agency aione in 197810 satisty
requirements of the Toxic Sub-
stances Controt Act. All GAF trade-
marked chemicals were also
reported to EPA for listing in the
inventory the agency IS creating

Als0 to comply with the Toxic Sub-
stances Control Act, a corporate
policy was developed and imple-
mented covering the reporting of
any perceived substantial risks.

Inaddition, in comphance with the
Federal Occupational Safety and
Health Act. surveys and monitor-
INg operations were carned out at
ail domestic GAF facilities, cover-
Ing air contaminants. asbestos.
silica, nuisance dusts, noise. heat
stress, viny! chlonde monomer,
gasses. msts and fumes. Ot spill
preventon control and counter-
measure plans, also federatly
required, are now 1N operation at
33 GAF manufacturing facihties.

The net result of all these studies
is the hinding that GAF is either
already in compliance, or ras
acceptable programs under way
to bring the company nto com-
phance nthe near future, with atl
applicabie environmental and/or
safety requirerents Itis signifi-
cantthat GAF's on-the-job injury
rate is lower than the national
manufacturing average, as well

Onthe industnal engineenng
side. energy conservaton pro-
grams nave been impiemented
throughout the corporation which

have resulted N sigrincant se. -
INgs Accorcaingloarecer:es: -
mate, comparedwitn alege’s |
suggested 1972 base GAF
saved enough energy ast yea- -
ight nearly all the nouses i
America for two weeks

Durningthe year. a mainterance
engineernng depanment was
established 1o improve main-
tenance operanons wherever
possible Preliminary audits of
several plants have been mage
and a mamntenance manageme--
manual applicable to ali piants 5
beng prepared

Since GAF began an acceieratec
poliution control program in 1965
more than $57 miflion has been
nvested in environmentally
onented programs

Purchasing

Raw material costs creptupwarc
slowty dunng the first eight
months of 1978, but sharper
ncreases occurred N the final
four months. Severai multi-year
contracts were negaotiated dunng
the year which wili ease the
impact of the inflatonary spiralic
some extentin 1979

Asphalt, used in the manufaciure

of roofing. and silver. used in mar-
ufacturing film. are two criicarraw
matenals subjectto consiceranie
price escalations Asphalt costs



increasea gradually durnng the
year while silver prices climpec
sharpiy inlate 1978 ana early
1979 GAF s endeavoring to con-
ol inese expenses by Monitonng
requirements anad by careful
planning of purchases

Marketing Services
Consumer advertising in 1978
nvolved a coordinated onnt anc
television campaign. while indus-
tral products adverising was
concentrated in business and
trage publications

GAF’'s advertising and coliateral
materials won several design and
readership awards durnng the
year. WNCN's Keynote Magazine
was cited by the American insti-
tute of Graphic Arts, The New York
Art Directors’ Club and Art Drrec-
tion Magazine Fourreagership
awards were earned by print
adverisements for GAF s chemi-
cais and reprographic equ!p-
ment. in addition. the GAF logo
was featured intne book. " Inter-
nationai Trademark Design. and
the company s tank truck fleet
icentity program was honored by
tne Private Carner Conterence

ot the American Trucking
Assoc:ation

inDecember. GAF announced
that t had selected a new adver-
using agency. Scal. McCabe
arc Sioves. for the company s
ccrsumer advertising.

WNCN

GAF's FM c'assical music proaa-
casting stairon WNCN. continued
to draw favoraole attention (c the
Company with artcies i major
pubhications and recognition by
the Ants and Business Council
which granted WNCN its

“Encore "award :

Agdvertising revenues -creased
on asubstantiatupward treno A
ma|or advenising rate Increase
was institutec during the year
without any negative effecton
adverusing volume As the station
WINS greater recognition as a
means of access to the New York
metropohtan area s upper income
populaton. further revenue gains
are anticipated.

Several advertisers including
retailers, nternationai arrlines
automobile companies and cos-
mehcs manufacturers are aoding
WNCN to the media they use as a
way of targeting therr messages
tc an audience with a igh lever of
nfluence and disposable Income
These companies had typically
been advertising 1n more genera.
meaia. and Now perceive away
through WNCN to reach a seiect
audience inthe nation s fargest
market

Personnel

Atyear-end 1978 GAF emploved
16.179 people. of whom 12 982
work inthe Unitea States Mcre
than 7,000 of these employees
are represented by 66 un.cn
locals, with which stable reiations
were maintained, w:th Ng time 108!
due to GAF labor disputes
Twenty-four ianor contracts were

negoateg ai CuLisxor LT -
year penogs 1erms reacres
compareq favorativ wir sethe-
ments reacheg Dy stner o -
panes Four NLRBeecicng were
heid. wiln 2 uNion QaiNing repre-
senialicn N ore case unie”
representalion voled cowr ~me
oner three

Total emplovment of mmorty
group members al GAF
increased shghtly durng 1978 ¢
16% of the ccmpany s workiorca
Women in sales ana protessiona.
pOsItions rose more than 6% ir:
addition more than 60C Vietnam
veterans were nirec

The GAF Salanea Emplovees
Retrement Pian was improvec in
1978. including making it non-
contributory Approximately
3.000 empioyees received refund
checks representing prior con-
tnbutions. totaling more than $6
mithon Aisc. in anr efforttoreduce
ninng CoSLS and ennance recruit-
ing efforts a orogram was begun
lo rewarc employees who reter
successful candigates for
salaned jobs at GAF

GAF 12125
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Review of Consolidated Financial iInformation

Schedule of Business Segments and Summary of Operations

Doliars :n M. ome

vegr =naeq Decemoe’ 3! 1978 1977 1976 1973 1974 gos

Saes
Cremica $ 281.0 5226 4 §2:3¢C 5188 ° S1871 $'55=

Less intergro.p Saes - 32.2 285 o221 209 - 2C9 ‘2z

Ne!Cremca 248.8 2009 1909 T2 e 13ve

P~olo 8 Recro 280.8 244 4 2182 202 19€ 2 ‘64

Buicing Mater.als $33.7. 4742 4217 3723 3606 3C3e

Conscugated Sa'es 1,083.3 91932 830.8 AL 7242 80c >

CestoiPcaucts Scig 765.9 6653 5922 5179 498 7 LN

D rec: Qperating Expenses 195.6 164 3 1520 1367 1312 R

Drrac: Qoerating Profi™ *» . _ .

" Cremca 50.6 455 410 423 EEEN 2:
Proto & Repre 11.7 34 14 67 59 s
Buicing Matenzls 39.5 410 442 480 425 382

Total 101.8 899 86 6 870 941 8 g

Coroorale Zxpenses
interes: 18.7 204 171 17 6 178 129
Orer= "~ 27.4 213 213 172 o218 . 57

'rcome ‘rom Connruing Operations :

Before income Taxes 85.7 482 482 62 2- 545 8C0
Income Taxes 25.3 220 200 239 238 268
Income from Centiruing Cperauons 30.4 ' 262 282 383 T 307 332
‘ncome Lossi from Discontinued Segments ‘

Netof income Taxes 3.8 732 85 (74 22 (14

Netincome (Less) $ 342 $470y = 197 S 3C9 - § 285 S Mg
icenuhapie Assets ) ‘ - )

Cremica: $ 1834 $1432 37925 3181 $1752 $:794

Prots & Reprs 241.6 2436 3269 ¢ 2977 e 3197 2627

Bunding Materials 296.3 24286 2056 1878 18" 4 1875

Corperate 61.6 €13 524 662 439 a0

4ssets of Discontinued Segments 22.4 71 7__ — — — —

Total Assels $ 785.3 3762 4 S777 4 §7328 37222 S645 T
Adciions 10 Property. Plant
_a~cEquipment

Cremcal S 8.8 § 129 $127 g 10 $ °¢ 5 38

Pnoto & Repro 9.0 1o 168 150 T 3%

Busaing Materais 32.4 2ze 77 18 16 e

Corporate 1.2 3 14 . 33 20

Total $ 511 $ 523 S 486 $ 380 $ 392 § 289

Depreciaion ) :

Chemica s 8.4 s 80 s 78 s 37 s 354 s 54

Proto & Repd 7.6 7 64 €6 67 70

Buiding Mater-als 9.6 84 85 85 3 74

Corporate 1.4 12 13 e . &

Total $ 270 526 s20 s213 s2id SAE

- Statement ot Income nformanon s presented sc as [0 segregate Centinuing lrom aisconiinuec oceraens
101 al pencas Baiance sneetamounts peramng 1o vears netore 1977 Fave no! Deen restated to separaiely \Je

P
th,

aTcunis apolcab.e o d scontinued segments See No'e 1 ot Notes 10 Conschaatec Sinanc.a Sialements
" ~tergroup saies are recordes aline same prices Chargedic unafl.iated cusiomers Intergrout saies o7 ing Prolcs
Reprcana Bulaing Mater.ais grouns were negngicie

Tec Foregn excnarge previously inclugec in Zirect operalng prohits Ras beer rec.assine

Other foraupernocs
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Management's Discussion and Analysis of
Summary of Operations

T~e Summary of Operatons 1s oresented SO 35 '0 segreqate
cenhnuing from aisceninued operations ot ait per.ogs ?’We
resuils of tne discontinues DuSINesses aze shown separate
1See Note * on page 30

1978 Compared with 1977 -Continuing Businesses
Consciaatea saies ncreased $143 8munon (16%) on gans N
each of the woriawide produc! sates groups Chemicat saes
increased $47.9 milion (24°) primar ly on .NC Eased vorume
inacetylene specialty and agnculturaicnemicats The
ncrease in Photo & Repro sales was 336 4 mion:115%s)as a
resuit of volume increases i the ndusinal proto anc tre
reprographic procuct ines and 10 a lesser exten: pecause ¢
price increases and transiation ot toreigr sa.es into United
States coilars For Bunding Mateniais improved sales of ine
roohng proaucting. gue Mostiy 10 PNCce DUt a:50 1o voiume
increases more than ofisel a aechine in mineratl.oer procucts
1o provide a $59 5 muilion { 13%) gan Minera. finer actvities
are being terminated

Direct operating profitimproved $11 9 milhon (13%) with gains
in Chermicat and Photo & Repro signty offset Sy Buiding
Maier:ais Chemical prohts were $3 1 miiont11%) anead of
1977 the 1977 proftinciuoed a gan of 33 7 mion on a con-
ractlerrmination Higher prohits were reponied in most chemi-
caioroduc! ines but especially n the agr.cuttural speciafty
ana acetylene areas The improvement retiects increased unit
volume which was partially offset by cos' inCreases whic”
because of compet.tive pressures. were not {ul'y nassed
tnrougn to seling prices The direct coeratrg prottof Photo &
Recro increased $8.3 mulion (244°% ) gr irCreaseq volume
arc mproved manufaciurng eff.c.ences Bulang Matenals
results were cown $1.5 mmion (4% ) que to stan-up exoenses
of new operatons asheet viny' plant in Ireiand an acic™Motive
oacding ana advancegd mastc tacity and a oolyuretnane
nsuiation plant Phase-out expenses iINCurred nlerminat ng
mungral fiber actwvities a:so cunaied Bunding Malerials orotiis

Interest expense decreased $1 7 milron (8% pnmary as a
result of recduced shon-term Jdect

Otner generat corporale exoenses ncreased $6 1 meior
129%) Tne increase reflects nf:auonary pressures the non-
recurrence of $2 2 miior of 18977 ncome from settiement of a
@wsuil CONCernINg a cnionne caJstic plant formerty cwned oy
1ne company the ansence of any execulive incerlive Cor-
pensation it 1977 ang pre-tax gans Juing 1977 onthe sale
of several properies and ar nvestmeni —cfise! by increased
cre-tax toreign exchange gains (See Note 3on Page 321

ncreasec iNCome taxes are proportiorare ic the changer
ore-lax eamings

1977 Compared with 1978 ~Continuing Businesses
Consoidated sales increased 388 7 muion 1 13%) with rigrer
saies :n all worigwige Droguc! saies Groupds causes mostly Ty
vCiume and. 10 a lesser extert. higner seing prces Cremica:
saes growth of $10 0 milkon (5%} -etiectec mprovement n
oSt Majof product ines. offsel Dy a starc gecune i e saies
otagreuliural cnemecals Tne majcr contrictors 10 ire Growt

ardingusinar DNOLO DFOCUC!S 'NCre3sedas
producis was tre Drmary causse o7 e $32
gamn Buioing Materais

Direct operaung orett mproved $3 3™ehor 14%: w m 2z 7
Cnemicaiana Proto 8 Repro Sut with lowe’ eanngs » 3.

g Matenais Chemical profits inciuanga 33 7™
racttermination pavmentiwere 34 £ ma. 011172 3n

we-e moderated Dy tne aechne nine agricutura cre ™z
area and by higher manufacturng Costs wn &~ were 22~ .
caused by weatre -re'atec produchon proplems N met rE
quane” Tne airectoperanng promt of Photo & Recre ~crezsec
$2 Omition (143% 1 'arGery Que IC rigner volu™e 2! ec e

expenses at the Insh sneet viny: D13t hamce’ed prof s

interestincreased $3 3 milison (19°%:1 que to a miIgneeve ¢
ceotandrigher nieresirates

QOtner gere-= Corporate expenses were constan: Inc-easec
egaitees ‘e 2'ed o Ine Eastman Kodak lawsui 310 0 ™a
costincreas<s were offset oy a‘avorapie sethemenict 2 aw-
sut($2 2~ znandtyalavoracie sw ngr 0re-1ar oreign

The anruatetiectve ncome taxrate 5 45 8% aasnigner mac
the 1376 «ate pr.ncigaly, Cue io anincrease n Ihe ICregr a-
componen:

Prior Years
01875 54 0minon nON-'axatie San v as reairzeconite s8¢
ottechnoiogy (G ine cremcalion! veniure © Germary,

71974 apre-taxpraf1otSs 3muicnnas ea ontne
repurchase of S%c corver.nie susoramgles ces Sae o
Ihree properes “@su 'ec  Cre-iax garsaro.n g e St 4
mMilgr AS5 0™ O™ DSy SCN 0N TR 0C3TI0N CCEI5 was
feCOrden N Cannes ar w ir IRe 11angter 51 2e7an as™ NelrE-
tve achviies o Wayne N o A Ctrrese were C!18ss.ec as
other generaicoroorale experses

280

171973 286 4 muior pre-1an Grott wasrearzegon renu”
crase of 5% converime sube analeg Notes wiich canty 0%
sSe’otner general Corpcraie expense:

o

21 Do -
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Data per Common Share B

Dorars T

Yezr Engea Decemoer 31 1978 1977 1976 19735 197y b
Pmary Earnings

Continuing $ 2.01 $ 170 S 185 $ 262 S a8 ¢ 2=

_2scontinuec .28 1552 .64 ( 56 R .-

Net Income {Loss; $ 2.29 $(382) s 121 g 206 S 184

Funy Diuteg Earnings

Continuing $ 1.78 $ 182 $ 163 S 221 S 74 S -
Disconunued 21 (4 20) (49 { 42) (2 oo
Net Income (Loss) $ 1.97 $(268) 5 114 s 179 S8z 5
Weng-"-;r;é Average Number of Shares of R
Commor Slock Outstanding (in thousanas) 13,306 13252 13.303 13.237 133518 3
Owigenas on Common Shares $ .64 $_ 60 $ 58 § 52 S 46 S
—————
Sha-;l’]o{ceﬁ‘_EgL_x:ty s o $20.33 $1864 $2301 $2235 s2087 §° 523
Financial Condition" . ,
o e _ Doliars in Mithons
Oecemper3t ) 1978 1977 1978 1975 1973 372
Current Assets $472.2 5464 1 S45- 3 $426 6 84352 33642
CurrentLiaciiies 179.8 186 3 1435 158 8 1309 lE
WoingCaptal 202.4 2778 _ 3038 2678 3043 2
Sropery Plant ana Equipment ~Net 280.6 2629 2751 2559 244 2 258
TotaiAssets 785.3 762 4 7774 7328 7222 200
'_cng-le'm-f)ét—:lllnclucmng _.4 T
Current Portion) 196.8 1984 202 4 1805 200 ¢ tige
Srarenciaers Equity 3s1.7 3297 3879 3795 357 i3
“InCiudes amounts appiicanie 1o giscontinued segments ~ See Note 1 ot Notes to Consongatea Finanzia: Starements
Quarterly Stock Data .
L _Dgnars ) R
1978 By Quarnter 1977 By Quare’ )
_— Frst  Second Twg  Fourth  Fwst  Secang Tren Tt
Jwigengs per Share ———————
Common 15 15 17 17 15 13 iz £
Pre‘erreg 30 30 30 30 0 30 =
2nce Range of Securties -
CTT - P PP, |
Common (Low-Higr) 8122 11.14' 12%6-15% Q-1 117135 Q%124 37 0 T
Preterrec (Low-Higr} 15.17% 16%-19 17%-1Q% 18%-19% 17%a-19% 1671874 "0 ° -

GAF 12128 l J:~-QzZ37-7-
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Financing Activities

4083 &y '.n3s receves TS ine sals o I'SCoTlinues
CoS.nESSEs &55€°S INe Co™Cany generaled 2 Sirong casr
‘ca 0378 Zier ain GAFSngh capiad expenCilute
CUCGrET M€ CCTICETy S HCAre & tesulS DYOCUCEd year-
NS SRS TCUST S BrOn-ermirvesiments 0 837 0

Cor 2s £ T wroraltne erd o' ine om0 year

@®

i

ron §T08 THOm 0 asT foa
Jer:g~3823° 3~ ¢l s
" UCes ~LrEs C&vaAl € 57 o
curerigenor GAF TES TCCEEs I L

B lpekatol- R Tictoly

GAF Corporation and Consolidated Subsidiaries

summary of Significant Accounting Policies
iTre mnowmg accaounrng ooncies apply tc tne connnung
coe-auons of re company |

Principles of Consolidation

Tne accounts of at: signihicant subsigranes of tne company
are ncLded n ine consordated inancial stalements .
4 wrohy Cwred Caphve ‘nsurance subsidiary anda the 50°%
owrersnip of a cnemcal manufaciuring company ae
zarmed or the equity method

Short-term Investments
Snor-term investments are vaived 2t Cosi wrmich
acpeximates marke:

inventories
r.21tgnes are vaiuec al the 1ower of cost (orncipally
2.073Q€. G’ Marke!

Property, Piant and Equipment, and Related

Is0e1anures tor manienance ans repars are chasgec
SUeZhy T exDense Maior reciacements and detterments
cacianzed and OeDrec ates over tNe rertainirg est-
E3 eCor oM ves Cf ihe relaied assels The costana
52 sccumuialed georeciaren of propery s5ia retred
© . . Jepreciated are removec o™ ire accoun's anc

- T2ELMETI GA M Cr ICSS IS NCHLged N Current ncome

aron s computea prinCicaiy on 're stragrt-ing
<asec on the estmatea eccnom £ 1ves of ne
These Irves are SUBIEC: 10 DEICTIC review 3nd ren -
" S 2ssure tmarthe cosi of ine re atec assels s wntier o
=ITereconemic ves

Deferred income Taxes

Setse lems n (ne hnanc.al slatements - percas i

T INOSE T WhiCr SUCN 3™OLAIS 318 e DONEC T
'ércurcoses

investment Tax Credit

The company accounts lor vesimen; :3x Creals ar s r3
since January © 1877 as & reguli or of 1Ne DIovISor o
United States -ncome :ax (the ficw-117gugn metrgar Ir,es:-
ment 1ax Creaits whic™ acose pno- 10 Ihat Jale Nave Deer
gelerreq ang are DEING aMOMZEC G’ iNe B8I'MA'EC
service ives of ‘ne retated assets

Retirement Plans

Tne COMEET 210 .18 SUDSIIanes “ave ‘etremen C.a7 5
CCverng sul "a~haly ) empiovess "Ne CTCary S ool
510 'ung @™ 1 LIS €0Ud I DeNS OF COSTS 3CC Led ans I
QanswinCr 587 wCe COSIS ICa™0m 28 SLCN COSIS C. e
0eroas "Otic £rCeec 107y yea's

n

Earnings Per Share

Primary earrngs o’ com o srare are ZCToUied T,
CIVIGINQ INCO™Me £S5 Drefer es sICor 3 v.Can s renure-
menis Dy ihe we SNIEC 2060308 TLMDRT ITSTAMRE I 1o
MON $10CK OLIsiane ng
2SSUMES (Ne 2xe°C3e 7 T
exient ey gre o1l e

Fully dluled earmirQs ne- E
INe aSSuMPliCT [ANe%e g erec  nered’ wiu T DE 2 Ul
NGl COM 2T € 38Cu’ "ES Tu'8lana s

NG STEres of e

3C- Loz
Q viQenQas on £ralerred 5700y ars
ACIes (ret gt inCore "ar €
2arie lc commcn 8L T
COTOLIATOm 55T @38 ES T
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Consoiidated Statements of Income (Note 1)

Yea-zroec Decemper 3¢
‘ot Sales

Costs and Expenses
Cosiotcrogucts soid
D st-outor and seting
Agversing
Researcn arg geveiopment
Generarang agministranve
irterestiNole 7

Tora! Costs and Expenses

Other Income
Income *rom centract tlermination {Note 4)
QOtrer—ret (Note 3)

Total Otner Income

income from Continuing Operations Before Income Taxes
income Taxes (Note §)
Income from Continuing Operations
Discontinued Segments
Operaling Income {loss) net of ncome taxes
Estrated Income (ioss) from aisposition, net of income taxes
income (Loss) from Discontinued Segments
istincome (Loss)
Less Preterrec stock divigend requirements
Netincome (Loss) Applicable to Common Stock

Weighted Average Number of Common Shares Outstanding

Eamings per Common Sharé
Primary

Centinuing

Discontinued

Netincome tLoss?
Fully Diluted

Ceninuing

Discortinued

Netincome (Loss)

Consolidated Statements of Retained Earmnings
Year Ended December 31
Baance. January !
Netincome (L0ss)
Less casn civicends:

Preterred stock (81 20 per share)

Common stock (978§ 64 per share 1377-S 60 per snare)
Baance Decemoer 31

See Summary ot Significant Accounting Poticies and Notes to Consohdated Financ-al Statements

1978 -go~
$1,063,291,000 $819541 00C
765,917,000 663 337 00¢
146,717,000 124 313 300
16,698,000 *5302 9¢¢
14,832,000 1+ 959 Ogo
49,798,000 43082 0og
18,677,000 204°€ 00
1,012,436,000 880817 0gg
30,858,000 38924 0cc
- 3700 5¢
4,885,000 3627 0g
4,885,000 9327 00
53,740,000 48.251 3¢
28,341,000 22 058 000
30,399,000 26 153 00¢
750,000 16311 000;
3,018,000 (66.839 000
3,768,000 {73 150 00C
34,184,000 (6957 00
3,638,000 3636 00
$ 30,528,000 $(50 593 0001
13,308,000 13 232000
$ 2.01 57
.28 )
$ 2.29 358
$ 1.76
.21
$ 1.97
1978 £
$263,542,000 3327 2% g
34,164,000 S
3,636,000 Eonpes
8,457,000 LR
$285,613,000 §26c = =
4“‘--f."fr—‘q-'—"€
GAF 12130



Consolidated Statements of Changes in Financial Position

vear Engeqg Jecemper 3! 1978
Working Capital Provided
Conunuing Ooerators
inccrme tcm Contnuirg Operatons $ 30,399,000 32893200
Crarges no! attecing working capua’
Deorec.aton 26,970,000 zz
DeterreC ncome taxes 3,147,000 -
Trans.alon losses —noncurrent porion 3,273,000 .
Otrer __5,825,000 :
Werking Caputai provigec _70,414,000 &2
Cwscontinuea Segments
Income {1055 trom Discontinuea Segments 3,768,000 AN
Crarges (credits) not affect.ng wonng cacna’
Deferred .ncome tax peneti’s {2,000,000)
Provision 16 empioyee Denekls —noncurrent portion —
Prov'sion for 10ss CN Ars00sinon of ixea assets -
Write-off of intang:ble assets—nongurrent portor -_
Qiner 394,000
Working Capital proviged (used) 2,159,000
“sla- werking £apial orovided from operations _72,573,000°
inCre3ses In 1ong-term oep: 4,060,000
=.xeq assets of a'scontinuea segments heid tor saie 3,991,000
i~crease ‘N NONCUrrent 1abiity 1or pnase-Cul COsts . 7,631,000
ol L 88,253,000
Working Capital Applied
A030CNS o propenty plani and eguipment 51,148,000
lasnovigenas 12,093,000
RezCNONS 1N IONG-term aebt 8,278,000
Jemgr 2,137,000
Tota: R 73,658,000
increase (Decrease) in Working Capital 14,599,000
~oreng Capdtar January 1 277,806,000
~er 3 Capta. Decemper 31 ~_ $292,408,000
Analysis of Changes in Working Capital
TT'easeigecrease) ir current asse's
Tasn ang short-ierminvesiments $ 17,290,000 3 &7 ICl
~2CCLnts recevable 35,770,000 12 TES
rvertones 16,069,000 B
“reDa.g expenses 2,385,000 221 0CC
"tome ‘ax penelits (14,133,000) *E 271000
~ssets of aiscontinuea segments {49,296,000) Tt Tl CC0
o 8,088,000 2825 3¢
"I'€3sececrease in current nabiilies
“iotes cayaple 9,244,000
-1 porion ot ong-term cent (1,543,000}
~22ounts payaoie (7,492,000)
~CZ'.eduabnbes 8,229,000
ucfﬁ.e faxes payable (1 '92‘!90_0)
~a . 6,814,000
""<rvase (Decrease}in Working Capital $ 14,599,000 $2e0 g

~ 3aTman,

9fSgrimcant Accounting Folcies and Nates to Conscucaied Fnancia: Siaiements
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Consolidated Balance Sheets

ecerrer 3°
\ssets

Current Assets
Casr
Skon-term investments

Accounts recevaple—trage. less aliowance for doubtul
accounts—-1978.85 318000 1977.%4 949.000

ACCZun's recenamie—olne’

Inveniones
Finisheo goods
Work in process
Raw materiats ard supphes
Tola' inventones

Prepad expenses
Income tax benetits (Note 1)

Assets of g'scontinued segments
atestmated realizavie value (Note 1)

TotalCurrentAssets

Property, Plant and Equipment, a: cost (Note 11}
Lang and lang mprovements
Buldings and pullding ecuipment
Machinery and equipment
Canstruction .0 progress
Total Property Plant and Equipment
Less accumulatea depreciation
_____ Propeny PlantandEquioment—Net

CostinExcessof Net Assets Acquired

Other Asut; o

S 14,384,000
22,625,000

168,142,000
18,679,000

108,290,000
29,802,000
75,353,000

210,448,000

11,070,000
4,438,000

22,448,000
472,231,000

17,591,000
119,238,000
268,720,000

27,731,000
433,280,000
152,710,000
280,570,000

24,351,000

8,112,000

$785,264,000

See Summary of Significant Accounting Policies and Notes to Consoligatea Financia: Statements

Jl-0zg.

$ 12122000
590 00C

142 203 00C
8 848 20¢

100.851 000
26 952 00C
66 573 000

134.378 00C

8 685 000
18.571 00C

71744 00¢
464.146 000

16.287 000
113398 00C
259 464 000

25285 000
414 435 000
*51 498 000
262 937 00C

25 806 000

9.525 0CC

$762 414 000
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Decemzer 31

Lisbiiities and Shareholders' Equity

Current Liabiiities
Notes payabie (Note 7}
Current porticn of 'ong-term gedt (Note 7)
Accounts payabie
Accrueo hapites (Note 1)
i~zome (axes Dayaoie
Total Current L.aoities

Long-term Debt Lass Current Portion (Note 7)

Deterred Credits
Income taxes
Irvesiment tax creg:t
Total Deferred Creaits

Other Liabliities (Mote 1)
Commitments and Contingent Liabilities {Note 11)

Shareholders’ Equity (Notes 7,8 & 9)

Pre‘errag stock $1 parvalue authanzed 6 000 000 shares.
$1 20 converbie sernes issuea~ 1978 3 105 767 shares
1977 3.105.957 shares atassignec value ctS1 25 per
snare (hqu:daton vaiue 1978 $83 308.000)

Common stock $1 par vaiue authornzec 25.000.000 snares.
issuea—1978,13 770 247 shares 1977 13.770 010shares

Agationa’ paio-in capta
Retairec earnings
Tota!
-B3$ SI0CK neY i irgasury a: cos!
Common—1978 567 207 shares *977 55C 207 srares
Sreterrec~76 400 shares n *978ang 1977
Tota: Snarenoigers Eauty

Total Liabilities and Sharehoidars’ Equity

1978

$ 23,808,000
8,124,000
79,133,000
65,050,000
3,811,000
179,826,000

188,721,000

22,023,000
2,008,000
24,031,000

40,948,000

3,882,000

13,770,000
53,936,000
285,613,000
357,201,000

4,531,000

932,000
351,738,000

$785,264,000

See Summary o Significant Acsounting Ponc.es and Notes 'o Carsoncates Fngncia Sarements

(18]
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38833CC

13TTaCC
23848 3CC
2BZ 542 00T
3335400
4438 0CC
932 000

228871 2CC

5762472 0CC
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Notes to Consolidated Financial Statements

1 Discontinued Segments
‘n 1877 the company decided 1o discontinue operations in

onsumer DROO Pholo processing. dyestufts and pigments.

rers anc fiters and several small businesses These
businesses have been reportead as discontinued segments
since ine ernd of the secand quarner of 1877 excep! for
DNCto processing which was reponed as aiscontinueg at
the eng ot 1977 Effective at December 31 1978 the
comcany decided to discontinue 1ts DusNess forms
operation at Sheiby. Ohio Net sales of the Dusiness forms
segment were approximatery $26 m:ncn in 1978 ang

$23 mitkon :n 1977 Arrangements lo sell this segment are
N an advanced stage

The Consolidatea Statement of Income for 1977 has been
restated (and the Statement for 1978 1s presented) to
exciuoe the sales. costs and expenses of all disconinued
segments from the captions applicable to the continuing
operations The Operating Income {loss} and the Estimatea
Income (108s) from aisposttion of discontinued segments
have been reponed separately

Cperating Income (l0ss) of the discontinued segments
shows the results pror to the effective dates of the
arscontinuances Anticipated operating losses subsegquent
1o the eftective aates of the discontiruances have peen
prowvided in the caption~Estimated income (loss) from
nsposition In 1977, operating losses (related 1o alt
segments now aiscontinued) were $6 3 millon ($12 1 mil-
hon Detore tax benehts of $5.8 mihon) In 1978

operating income of the aiscontinued segments was

$0 8 muthon ($1 6 mithon before taxes of $0 8 mulion) The
1878 amourts penain only (o the business forms operation

Activity iIn the reserve and habihity accounts onginatly
estabisnea in 1977 1s summarizec in tne table below and s
arscussed in the narrative which follows

Reserve
For Loss On Liapty For
Disposiion Phase-Out
of Assets Costs Toal
Dotiars » Milions
Peavision recorged ir 1977 $ 62 % 886 $121 1
Azt vty cunng 1977 (25 61 16 1332
Saiance Decemper 31 1977 353 520 874a
4ctviy qurng 1978 regarg-
'ng 1977 discontnuances (218} {13 5) RSl
Acist™ent of excess
reserve paiance en - [1-3N)
Brovision tor IsCoNting-
arce ol cusiness forms
Jperation 9 32 R
Baiance Decermper 31 1978 $ 89 e S 506

In 1977 the company recoroed a provisicn of $121 1 my.
non ($66 8 milion after tax benetts of $54 3 mithgni tor the
aisposal of segments ciscontinuec guring Mat year Tne
pre-tax provision was establisheq as a reserve for .0ss on
dispos:tion of asse’s ($81 S milion) and as a kazuly for
antcipatec phase-ou’ Costs (5539 6 mitor)

Based or information available during 1978 awas
determined that the resenve balance estanhsned for 1977
disconunuances exceedea expected requ rements by

33 5 milhon ($6 1 miion petore taxes of $2 6 millon) Also
dunng 1978. an additonal provision was required :n
connectior with the company’'s decision to a'scontinue s
business torms segment. $2 5 mithon ($4 1 milion petcre
tax benefits of $1.6 mition) On the Consoldated Statere-:
of Income for 1978 the return 10 Estmated Income (loss)
frorr disposition of discontinued segments inciudes tne re!
recovery. after tax. of $1.0 milhon

Previously reported tax benefits associated with the 1877
discontinuances were evatuated when :ntormaton
regarding 1978 1axabie income became available An
additional 1ax benetit of $2 0 million was recorded following
this evaluation and such amount has been agoed o the ne:
recovery of $1 0 miliion to arnive at the total o* $3 0 mitlion
shown as Estimated Income (loss) from qisposition of
discontinued segments for 1978

At December 31 1978, the current poion of the Liabuy ‘or
phase-out costs s 35 6 mihon and s Included in Accrued
Lianiities the noncurrent portion of $36 1 milhon s Acluceg
in Other Liabiities

The assets of the discontinuec segments nave been
reclassihieq. after the dates of tnerr disconnnuances 1o
remove them from their mistonc ciasshications ang to
separately \aentify them af thei net reanzapie vaise The
1977 Consolicated Baiance Shee! nas not been restatec 1o
reflect giscontinuance of the business forms operator The
amount of assets appl cabie 10 O sContiruec segments fer
both vears 1s presentec beiow

Oorarg 0 Maons

Decempe’ 3! 1978 et
ACIOuNS recewanie $ 61 )
INventores 13.0
Propeny plant ang equipment — et 10.4
Otre’ 1.8
Totar Assets 313
Less reserve for 10SS O QISPOSIOn O a55e!s 8.9
Toial Assers 3t estimateq re” reanzab e vaiue $ 224

Sales appiicabie 10 businesses AISCONtNUEd Gurng 18
pnor o the dales al which they nave peer reponed as
agscontinued were $121 mulion for 1977

GAF 12134 f.-3207-+;



2 Geographic information

information with respect to operations Dy gecgrapniC area s as oliows

Dolars in Mionsg

Elminations
Urited Western ang Tota
For the yvear States Europe Oter Other Conschgaec
1978
Sates $922 3 $162 7 8324 (54 1)° $10633
Less intercompany sates 44 8 91 2 (54 —
Sales 0 Unathirated Customers 8775 1536 322 - 10633
Direct Operating Profit 886 116 16 —_— 1018
Corporate Othce Expenses (46 1)
Income trom Continuing Operations
Before income Taxes 557
Assets and Liaciities
Inventores 1580 43 93 - 2104
Other Current Assets 1855 452 87 224" 2618
Noncurrent Assets 2523 541 67 —_ 2131
Total Assets 5958 1424 247 R4 7853
Current Liabiities 1265 463 70 — 1798
Other Liapilies 2372 147 19 — 2538
Total Liabinties 3637 610 89 — 4336
Net Assets 232 1 814 158 224 35 7
1977
Sales $8128 $1220 $277 5430y  $ 9195
Less intercompany saies 420 10 — (43 0) -
Saies to Unattirated Customers 7708 1210 277 — 9193
Direct Operating Profit 828 54 17 - 839
Corporate Cffice Expenses 17y
lnéo}v:\e from Continuing Operations
Before income Taxes 482
Asgsets and Liabiites
inventornes 1527 338 g2 — 194 4
Other Current Assets 1558 358 64 707 268 7
Noncurrent Assets 2468 458 57 — 298 3
Total Assets 555 3 1161 203 717 7624
Current Liabilities 1346 465 £2 — 186 3
Gther Liabiities 2317 143 4 — 246 4
Totat Ligbiities 366 3 608 56 — 4327
Net Assels 1890 543 14 7 717 3297
“Intercompany sales are recorded at the same prices charged to unatiiated cuslomers 01~ Iry~-

**Assels of ciscontinued segments al eshmaled realizabie vaiue (See Note 1 on page 30!

T43

1
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Notes to Consolidated Financial Statements
(continued
3 Foreign Exchange
Tota. Dre-1ax gans are reccrded in Other INCome or tne
~onsonoatea Statements of income related 1axes are
~c:uced ir Income Taxes Generally. balance sheet transla-
tcns are Not iax effected. whereas the results of forward
exZnange corlracts are suoject 1o tax

Foreign excrange gams (losses) are as {ollows

Dokars .~ Thousanas

Forre vea 1978 1977
Searge
Tarsaror $(5.595) St2 208
FIaazexcrange
2sAracs 10,013 4373
Jrmer 21 182
oy $ 4,639 $2347
e gy
Trans.aron $(5.595) Si2208)
Eowars excnarge
conacts 4.906 2229
e . (113 70
o $ (802y S 91

4 Income from Contract Termination

income of $3 7 mincn ($1 9 mithor: after taxes) was realized
n 1977 :n connection with a customer s termination of an
agr.cultura cremical contract

3 Supplementary Financial intormation
Tne o lowing expenses of continu:ng operanons are
11c:ugec in the Consoidatea Statements of Income

Donars » Thousanas

Soene ves 1978 1377
Na.rienance ang recaifs $52.584  34a 324
Tases 2er mantaxes or ncoTe
Soc.a Security aNg unempoy™en: 21.429 17108
Dtner 7434 6422
Sen~ o Speral ng eases 15.874 14 384

6 Income Taxes

Provision has rot been made Icr the Unitec Siates ncc™e
laxes on unremitted earnings of {creign subs aranes ¢
$32956.000 since any witnnelaing taxes ana Jnieg Siates
INcome taxes payavle on dividends Dased on unais: dulec
earnings would te substanhally ot'set 2y fore:gn tax crecits
or because the remittance of such earnings nas oeer
naetnitely postponec United States income ‘axes mave
Aot Deen proviged on the unremitieg earnngs o' tne
Domestic international Sales Corporation sucs.aiany
aggregatng $11 809 000 through Decemoer 31 1976
s.nce the company intenas :o postpone ingefinitery the
remittance of such earnings

Tne provision for INCome taxes on CoNLINUING 0De'alcrs
cons:sts of the following
Dotiars n Treusarae

For the year 1978 i
Unitea States-current $22687 :Caig
Uniteq States-gelerred 768 300C
United States rvestment tax crear (2.832) 232
Amomzanon ct aelered United Slates ~ves:mer’

tax Creat ansing prior to 197 (572) 3™
Foregr . 2.862 263"
State 2428 ‘233
Tota income Taxes $25.341 S22

The effective tax rales on continuing operators were 45 52,
and 45 8% in 1878 anc 1977 respectivery Tre reasors ‘o
the citterences *-3m the statutory rate of 48 0% are as
follows

fe 0! Preran Ao

Fzrine vear 1978
Statulory rate 40.0% -&l
1Creases l0ecieases: ~ 1ax rales resul rg e
unteq States mvesiment ‘ax creg! (6.1) L]
Stale ang ioca NCoMe a«es ~er st
Uritec Siales ncome "ar pene"’ 23 <
Forewgn coeralions 3.7 32
Ctrer—ne* (2.4)

EHective (ax rate 45.5% <3

Tne principa’ sources of Unies Siates Jeterres iaxes a&'e

LD LR § 3
For tne year 1978 =
Excess ot lax cepres 31c” Sve’ 3TCun renInes
r Censougaies Statemenis &t agome $2.400

Crirer—net {1.632)
Toa s 768
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7 Debt and Dividend Restrictions

Sne-term gect ai Decemper 31 1978 was $23 608 C0C
as comparec with an average o $42 384 00C for e vea*
1978 ihe max:mum amount of such Dor-owiNgs which
were sulstanaing at any month-end aurng 1978 was

$73 532 000 Tre average nterest rate on ine year-ens
ba.ance was 10 7% as compareg with ar average ¢f 7 9%
{or the full year

a; December 31 1978. GAF had unused hnes of crean
aggregatng appreximately $162.006 000 These ines ¢f
credi are mamntained with vanous Canxs of one-year
renewab e lerms expirng on vanous Jdaies

Borrow:ngs generally bear interest at or near the prime com-
mercial ienaing rate or its foreign equivaien! A variaple fee,
usually based on a percentage ol the current prime rate. 1s
paid on the domestic lines of credit Compensating balances
at December 3*, 1978 are negligible

Long-term deo! at Decemper 31 1978 and 1977 was as
(ollowS
Donars in Trousancs
1978 1977
9i2% senor noles due Marc~ 31 1991 with equar
arnuai pnIcioal repayments begining Marcn 3¢
1982 $85.000 S65000
8'2% semor nates que January 'S 1997 wdinequa
arual prncipar repayments beginming January 15
1983 40.000 40 00C
2% SING tunc geDeNtures due Decemoer 1 199
win arruar sirking “unc pavments of $2 50C 000 cr
eac~ Decernber 1 less $638 000 aro $° 249 000
nerC in reasury at Decerrper 37 1978 arg 1977
respect.vely 31.802 3375
Tas-@x@MCI MOUSIT @' 1eveNUe BONGS whICT Dea’ er-
o5’ 3 rates o 3% 10 63°6 ans mature & vanous

cates to 2002 15,099 16 309
e CONveniDie Suborairaled notes Jue Aonl 1 1994
wi™ annyal repayrments teganing Apra 1 1990 8,200 8 200

£ 2% sonveminie SUDOTdINAled notes due Apri |
1383 wih annuai repayments 3¢ $200 000 on each
At IrrouGh 1982 and the batance ot $1 800 000

oavaoe Sore 1983 2,800 2800
e notes wnich pear nierest al Sy Ic ' 2% ana

~alure & vahous gates 1o 1997 13,441 14 832
logaicns noer capia eases (See Note U 19,803 17 554
“o:a 196.845 “98 44€
-25: D07 OF aue wilhi One year 8124 6ce’
=275 e 30kt ess current pomior $188,721  $19° 865

Cashrequirements to meet maturng ‘'ong-term dedt
Solgatons over the next five years are

979 $8.124 000 1982 $14 7567 000
S0 $7300.000 1983  $18307 00C
“se $8053.000

Tne 5% conveTnie SULC ONGIeC "oles 3'e 22~ e~ e = 0
$hares ¢t COMmMon §i0C+ & dn, TME 375 CCr.etest o7 IE
of $27 5C ser share (sLDeC’ 'C anid L'Cn aC.usi™e s
specthed crcumstances:

Tre 5'2% converiCie SLDO'TNaIeC NQLes are presen! .
convertible niG shares of COMMEN SICCK 318 Z07ve sl
crice 0f 328 72 per snare 13uD)eC: IS an1ONLIoT TS
ments in specihes CIrCuMms'2NcCes) oniy N CoNNeCar w '
cenan prepayments A oimer Conversion ngnts -acsed
n 1976

Dmigencs are resincled unger provisions 9* cena™ 'can
agreements Urder the most restrichive of these £r0.:5.073
retained earmings canno! be reducec beicw $26° 356.0CC
Retanec earnings at December 31 1978 were

$285 613 000

8 Capital Stock

The $1 20 convertibie preferred Siock TwiITENRCS 0N wWh £~
are cumulative. 1s convertibie at any i'me Nic cemmon
stocx at the rate of 1vs shares of common stock ‘or eacn
share of preferred The comcany may regeer ne pre-
ferred stock at $27 50 per share

Transactions in common slock Neio in treasury were 3s
follows
Dorars ~ Tmgusaen st

1978 fanT
Baance Jarue $4.438 34238
Purznasect 17 110 snares ~ 1878 a2 "9 000 smates
1877 nasizi- sorrase car 93 ik
15suance o' 392 smares 1or unextnangec
SNres i~ pregecessr ComLares: -— :
Baance Decemoer Z* $4.531 35438

As a resull of INe aDove '$3LaNCce 3 '(RasL’y 37ares J.T"C
1977 additiona paiG-iN capia was J2Creases
by $3.00C

The shares of COMMOn Sloc« raserw2C '35 S5uance 2!
December 31 1978 anz 1977 were a5 10" Cws

Reserves o 1978 et
Comversiong* $* 20 2o-.em ze

oreterac sioc 3.882.209 382 a:f
Conversan Ot esover L suoT I EeT

neies 388711 385672
£x€rC 5 UNge’ §10C TCMIT AT Zu T ase

pans 1,453,780 364 322
Tola S.T24.7T10 3822 0c”
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Notes to Consolidated Financial Statements
icontinues:
9 Stock Option and Stock Purchase Plans
“ne company § SI0CK OCUCN DIaNs crovige for the grartirg
2t 2CUOrS 10 Ky empioyees 10 purcnase ccrmon stock of
‘=g co™Ccany at "ot less tnan '00%: of the tarr market value
31 tne gate of grart Unger the terms ot ine 1975 non-
quaitea p.an optors for 800 000 srares of ccmmon slock
may De g’ariec Qunng a :en-vear penoc enaing Fecruary
11 1985 Options granted 10 date were exercisable one
vear arer gra~t ang expre after 10 years Authority to grant
couons unger tne 1965 qualifiea pian exprred on Marcn 31
1975 Qotcns granted unaer this D.an expire five years
frormne cate of grant Transact.ons atecting optons unae’
nese pars are as folows

N e Average
o' Srares Oouor Price
1878 19T 1978 977
Zutstamoaglarian. 507.940 293 69C $10.01 S1:68
Gra~res —_ 26< 00C - 9 €3
ERIAE YY) {24.290) — 9.60 —
Ter~ naec (79.750} i€ "5C 12.04 1779
Ousianc ng Decemoer 3°  403.900 507 340 9.64 co

Conons ior 548 00C ang 536 000 snares were availabie for
g-ant at Decemoer 31, 1978 ana 1977 respectively, shares
fcr cotons exercisec in 1978 were delvereo n 1979

Lnager tne provisions ot the comoany s 1969 restncted and
unrestncled stock purchase oian 650 000 shares of com-
Mo S1I0Ck were authonzeo 101 sale 10 key employees The
car currerhy oroviges that resincied and unrestricted
snares may e SCIC at Dnces which are not less than 50%
anc 80°c respectivery cf the Closing market orice precec-
"G INe gate on whick an errcloyee s gesignateag as ore IC
Wwno™ snares mav de offered Under certain conaitions. ine
company nas trhe ngnl 1o repurcnase restrictea snares of
Common sOCk at the ongina: seliing price

Tre excess 0 cuolec marke! value al 'ne gate of grant over
1N aggregate sa'es or ce for restrictec shares sold 's amor-
L28C Dy Charges lo Inccme over tre restncilion penoc As a
resut of these charges aacit onai pad-in capia: has been
~creasec ov $90 000 and $220 000 n 1978 ang 1977
‘escectvey .hehaance o de amornized througn 1984
a~o.~ed 0 3227 000 ang $393 000 at Decemper 31
*STEanz 1977 resceclively

10 Retirement Pians

Tne cCsi ot empicyee retremer denelits for continuing opera-

1ons was $14 CB7 000 i 1978 anc §9 437 000 n 1977 Al
Jecemper 37 1978 ine ac'uanahy computed vaiue of vesled
Senetils exceeded e 'ola of pension tungds angd accrued
-al it €5 "Cr PeNs.Cn £ost Dy 544 500 0C0 Tre estmatec
-nt.ngec priof service ccst at Decerrber 31 1378 was

328 7CO 0Co

Tne Sa:aned Emplovees Relrement Plan was amendeg or
Januay ! '97810 mcrove penetts ard to elminate the
empiCyee cortrbution grovsion of 're p.ar Tre effect of this
rew:SiIcn was 1o ncrease the 1978 cost by $3 000 000 and

e unfunaged vestea Denetls ara urtundea prnor service Cost
Cy $9 700 000 anc $°9 000 000 respectvely

34

11 Commitments and Contingent Liabilities
Capuiaized leases of $18 287 000 anc $15 639 0CQ are
nc.uded :n Property Plantarg ZzsupTent—Ne® a:
December 31. 1978 anc 1977 respecive . Tne crese-r
value of fulure ne: MNIMum lease Davmen:s s retestes
as ong-term gepl (see Note7)

Tre majonity of the caprtai leases peria r to DuISngs me
most significant of whicn is the agminist-at ve heas-
quarters locateg in Wayne. N J The amertizatonr asso-
ciated with assets recorded ungder capitar :eases s
includeq in geprec.ation expense

Tne company aise has operating ‘eases for t-arspora
ton data processing equipment ano for other buangs

A schedule of future minimum lease paymenis urge-
capital leases and future minimum rentar paymer:s
required under long-term noncancetable cperai~g
leases. as of December 31. 187815 as ‘olows

Ocnars = "mosancs

Minimum Payments by Perod
' CapiatLeases  Ooerarrg Leases

1979 T 52998 $:09'6
1980 2958 6392
1981 28s%a 5928
1982 2908 FIRRT
1983 1967 2 54e
La‘e’ Years 8333 € TE*
Torat mrmum pa. - 2-'s $32 09 €37 237
Less nierest ing Lo22 above 12288

Present vaue o' ~e* mirm ™

ease paymer's $'98C3

Tne company nad commitments ¢f aporoximaiely
$25.671 000 at Decemoer 31 1978 1¢: ine acauisiior ¢*
cropertly. piant ang equipment

At Decemper 37 1878 there were cenair 'awsuils anc
ciaims pending agams: the ccmoany In the opinon ¢
management the ulimale ciSposilon of these marters wi
have no matena adverse ettect or the company §
consonnated financ.ai cosiicn

12 Schedule of Business Segments

ntormaton with (eQarc o :ne ccmpany s DusNess seg-
mer1s is presented or page 22 inlormation regargng "978
and 1977 s encompassea by the Aucitors Ooinion

13 Impact of Infiation (Unaudited)

Reterence 1s made Ic ine ccmpany s Annua! Repon For~
10-X (3 copy of wrich 1s avaiapie cr recuest) fer nfe-
mation witn respec: 'C the estimated regacement Cost

o' inventores ang piart and equicment at Decemoer 3°
1978 ana 1977 ang the reiateg estimaled effect of suc”
Cosis or Cost 8 ProTUCts SO'C ang deprecialon exce” se
o rre years then endeq

- GAF 12138
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14 Quarterly Financial Data (Unaudited) -

Joiars in M (elal

1978 By Quarter *977 By Cuarer
First Second Third Fourth First  Secone Tries En -
Ne: Sales $229.8 $279.4 $278.4 $275.7  S203°  S2026 2304  soai-
Cos:o! Progucts Soic 1659 2023 201.5 196.8 146 7 1776 172 ‘659
Gross Protit 84.5 77.1 78.9 78.9 364 650 673 Tgf k
income from Continuing Operancns
Before Income Taxes 7.0 14.7 17.8 16.4 1150 “25 140+ ¢3
income Taxes 3.0 8.0 8.8 7.5 55 50 56 59
‘ncome frem Continung Operations 4.0 8.7 8.8 8.9 60 74 84 Kt
income {Loss) from Discontinuea Segments
Netof Income Taxes .1 2 1.0 2.8 {24) (569 - -2
Netincome (Loss) 4.1 8.9 9.8 11.4 36 (49 5) 84 Qs
Less Preferred Stock
Dwigenc Requirements 9 9 9 9 9 9 9 Q
Ne: Income (Loss) Appicanle
to Common Stock $ 32 8 860 § 89 §$ 108 $§ 27 5(504) & 75 si'ca
Earnings per Common Snare
Dollars
Primary
Conhnuing $ .23 8 .59 8 .59 8 .60 s 39 §& 48 s 357 $ 26
Discontinued 01 .01 08 18 {18) 14 2B) {Om 05
Net Income (Loss) $ 24 § 60 § 67 $ .78 $ 21 §(380) S5 56§ i79)
Fully Diutes
ontnuing $ 238 50 s .51 $ .52 $ 35 & 43 S 48 S5 26
Discontinued 01 .01 08 a3 (14) (326) - 80
Nel Income (Loss) $ 24 $ 531 § .37 § .65 $ 2! $(283) 5 48 S 34

- Orevigusly reportea amounts have been resiated for arscontinued segments— See Note 10! Notes to Consonaatea Snantias

Statements

-*incivaes a $3 7 milion ($1 9 milhon alter tax} payment to the company 11 connec:.cn with a customer s terminahon of an agricu:-

tural chermicai contract

ringiuges $2.2 miion ($1 1 miion aher tax; Income from settiement of a :awsuit in regara to a chior.ne caustic lacuty soig n

1973

Cer fed Pubiic Accountants

“we Srcagway
NewYork N 'Y 10004

The Shareholders ang The Boa:d of Directo’s ot
GAF Corporation

Yve nave examined the consohdatec ba'arce sneets o' GA-
Corporahon ang its consaucates suts.ciar es as 2’
Decemper 31 1978 anc 1977 ang ine re.aled cConsonca’ec
statements ctincome reta:nedearnings angchanges
hnancial posItion ‘or the years ihen ended Qur examinalions
were made in accorgance with gererally acceoted audiing
standards and accorongty INnCugdec such lests o' the
accounting records and sucn siner auaiing proceagures as
we considered necessa‘y n ine crcumstances

N our spININ SuCh hnancrai siatement's oresent ‘aifty (ne
tinanc:a! positicn ot the companies a' Decemoer 31 1978
ang 1877 and the results of their operatio~s and the cnanges
in thetr hinancial position fcr the years then engea in 2on'or-
Mily with generany acceptec accounihng pr nCioies app ec
or 3 consistent bas:s

Dl e Ko, Lo

February 5 1979

GAF 12139 ' as




GAF Products
and Services

I{EMICAL PRODUCTS
~AF? Chemicals
High-pressure Acatylene
Derivatives
Monomers. polymers copolymers. soi-
venls organic intermediates and spe-
caity cnemicals such as Gantrez®
narspray resins Plasaone® phar-
maceutical tablet binder. Polyclar® sta-
Diizer 107 Deer and wine, also other
procucts genved from acetyiene tor
plastic. petroleum 1extie agheswve.
ana a variety of other inaustries
industrial Organic Chemicals
Compiex cychc and asphahc com-
pounas for use as aclive ingredients
ang as intermegiates in the dye. phar-
maceuncar. agncultural and chemical
processing industnes
lron Powders
Microscopic-size spheres of iron used
in VHF and UHF circuitry transmitters,
receivers, ragar and in powger
metallurgy

Latex Polymers and Compounds
A varety of SBR and other latices.
nciuding Gafcole® compounds. for use
oingers and coatngs on floor caver-
ngs. upnholstery, textie fabncs, paper
and paperboard nonwovens, and
adhesives
Specialty Chemicals
Processing ana formulating agents
ncluding Gattex® textile auxihares.
Biopal®* biociges, Gatstat® antistats.
flame-retardants for plastics coating

and finisning agents. adhesive adaiives,

Creelox® sequestrants Antara® metal
lubnicants corrosion inniitors occu-
fants ana solvents tor use N vanous
NCustnes ang in recychng operauons
and pollution control Cepha® plant
grewtn regulator for use on vanous age-
Cukiaral crops

Surfactants

Nonionic. amonic. cationic and ampnho-
teric surface-active agents for use as
detergents, emuisifiers. dispersants
and wetting agents

GAPF® Engineering Plastics
Gatie® PBT thermoplastic molding
compounds for automovile mechani-
cal ang electncal pans electrical:elec-
romc components, apphance
housings. and business machines
GAF?® Mineral Products

Mineral granules for roofing and other
uses. inen fillers Dry and saturated feits
ang mastics for noise absorption and
soung barrier applicalions Apphance
and autcmotive gasketing maternals

PHOTO & REPRO PRODUCTS
GAF* Photo Products

Graphic Arts

Gatmate® films ana chemicals for offset
printing. photontnograpny. photo-
engraving, rotogravure angd srik-screen
prining Gaftype™ phototypesetting
papers and chemicals

Pictorial Products

View-Master® talking and sitent stereo
viewers and piclure reels toy siide pro-
jectors. Double-Vue™ toy movie viewer
and carndges Pana-Vue® shae
viewers and color skaes for educa-
lonal, enterainment, anc commercial
uses

Special Photo Products

Aenal ilm and photographic materiais
for seismic recordng. Instrumentation
surveliance and osciliograpny

X-ray

Gafmed® meaica! x-ray films chem:.
cais ntensitying screens and cas-
seftes him for denta raciog-aohy
industna: x-ray fitms ang chemica:s
rachologic teaching aics

QAF® Reprographic Products
Audio-visual

Overhead projection transparency
serigs for prescneol througn college
Nstruction and matenais ano supphes
Diaze hims tor preparing cvernead pro-
|eclion transparencies ang overiays in a
variety of colors

Micrographic

Diaze duphcating microfurms and diazo
rolfirm gupicators

Reproduction

Orazoprnters accessones. ana sensi-
1zed matenais for engineering ang
business systems grafing matenars
ang supplies

BUILDING MATERIALS

GAF* Bullding Products
Insulsation Products

Gaftemp?® urethane urethane-perite
and perite insulation boaras for dul-up
rooting appiicarons. Gatute '™ -0ot .nsc-
tation tasteners. butaing insuiation
Roofing Products

Timberine® shingies and other asprait
shingles rool roofing: built-up roofing
felts and asphaits. protective coatings
and cements Mineral-Shieid® coiga-
applied bult-up roofing materiais
Siding Products

Vanguard® solrd vinyl siding tor
re-siding anc new construction vinyl
soffit and fascia systems. decorative
shutters

GAF” Floor Products

Gafstar® sneet vinyl floonng and
resient floor tiles tor resigental and
commerciai uses Sure-Stik? aghe-
sive-dDacked ties for do-t-yourself
marke! Floonng felt accessores
nstaliauon weols. adnesives, and floor
care products

GAF* Automotive Products
Automolive sound-aeadering and ins.-
iation prod.cls

SERVICES

Chemicais

Custom marutacture of pharmaceu-
tca. agrcuiturai and other spec alty
chemicals in geveloprmentai ang Sormn-
mercial quantities

Contract Manufacturing

Prec:s on pans anc equicmMent Cor: act
manutacturing service

Diazo Equipment Service
Prevertve manienance and repair
programs for 41azo recroouction
equipmeni

Transparencies

Custom overnead iransparency
senvice

GAF 12140



Corporate Offices
*30 Wes: 3" Sree:
e vore \NY (0022

212382 760C

GAF Locations

Domestic Operations Major international

GAF Corogratcn s Dants €s23'ch ancratones saes oces Manutacturing and Marketing
anc 2isinTLiCT Zerlers are oczteg trougroct the U S A Locations

Alabama Kentucky Ohio Australia The Netherlands
Brirgram Ca.enCi. Circnrat 432z e Ze

Fois. e Maryland Conrous 8 szane New Zealand
Moo-e S5:crs £ ('3 Me Dou'-e ERPAT- ol
Arizona Ge-Bune Oregon Pen- e rmin-
Phcera Hagersiowr Progress Por arc SvInE. Norway
Calfornia Lamma™ Pennsyivania Austria Os:
C'.o'Comrerce Massachusetts 2:.e Roge Sume verna Singapore
Lznz0a M.t e Belgium S ngascs

Lang Beac~ New!on F-aze Sini-New.aas South Afric
Pac At Michigan Wh:tena. Brazil Jongnegin o
San Dege Cerol South Carolina S&sPauc Spain

Soutm SanFarrscc Top, Greenv ie Canada Barcecra
Colorado Minnesota Tennessee Mississa.ga Sweden
Der.e Mirneano.s Crazanocga Montrea Sracknn
District ot Missouri Memcr:s Torgnie Switzerland
Columbia Anrapors Texas vanccuve Z.e

a Karsas Ch Aningien Denmark y
g’?;:’: St Leus ’ Da'as Rare’_r !:_‘339."""‘7
Tamrpa New Jersey Hous'on Finland T
Georgia Bourz Breox Texas C.iy e sra
AlLaria G.oucester Cry Utah France
Se.an"z" ncen SarLake Cry e )

. MarSiow” Virginia sans A“I“l"’: X
giei:':;r’e Souin Boura Broox Cr,:sa:)eane gf.at Aritain gf,r":.:..."c-',':'-'“. G.m.b.N.
~——— Wz, ne . 37 VeSO Elgn
c. iy f v.g—opau, New York g‘:‘;ﬁg"" §,wycr’s Asia Pty. Ltd.
Y Brgramicn SoTLE T
[IatoleRaliielols] I relpg . Domestic
indiana JonTsan Loty Subsidiaries
~32mE00. ¢ N2 YOk
NoLn vernen vas Gate GAF Broaccasig

vEsia Zompan. ro
North Carolina New Yerx N Y

Creanotie

GaFExper
Corporatior
Naw Yore MY
Caro-nz
PLec Rer

GAF Mavna -~z
HCrGU W M3wa
GAF

Ine g ora.
Ccroorztor
New Yor= N Y
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