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PART 1. FINANCIAL INFORMATION
TIEM 1. FINANCIAL STATEMENTS
OWENS CORNING AND SUBSTDIARIES
CONSOLIDATED STATEMENT OF INCOME

© e Q .-_ m!‘ ’
s cernber 30 Septober 30, - e
1995 06 lmi
(!am;ihom of Goliars, exuept share daze)

NET SALES $1, 025 S 927 S 2EM 52,648
COST OF SALES 82 L0840 L2088 1953
Gross wargin —l A 146 L5553
OPERATING EXPENSES
Marketing and administrative expenses 128 06 372 321
Science and wechnoiogy expenses 22 10 &3 56
Provision for asbestos Iitiguion claims (Notwe 8} - - £75 »
Other 5 {4) [#4] 9
Total operating expenses das 121 1308 386
INCOME (L.OSS) FROM OPERATIONS 128 122 (3623 309
Cost of borrowed funds 20 20 56 69
INCOME {(L088) BEFORE PROVISION
FOR INCOME TAXES 108 fii24 618 240
Provision {credit) for income taxes {Note 33 — 3 B _ o LB
INCOME (LOSS) BEFORE EQUITY
IN NET INCOME OF AFFILIATES 77 67 {361) 185
Equity s net income of affiliates 3 3 7 8
NET INCOME (L.OSS) $ 8 $ 70 3 358 §. IS
NET INCOME (L.OSS) PER COMMON SHARE
Primary net income (1083) per share $.1.53 $.035 § 686 $.336
Fully diluted net income (foss) per share $.1.48 $ 128 $ 68 § 3.8
Weightad average number of common
shares oestanding (in mililons)
Primary 524 514 51.6 49.1
Assuming fol} dikution 57.0 %0 $1.6 53.4

' The Accompanyinig otes are an integral pirt of tis stazement.
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OWENS CORNING AND SUBSIDIARIES

CONSOLIDATED BALANCE SHERY

.
CURRENT

Cash and cash squivaieoms

Recelvables '

Inrvemtoties (Note 4)

Insurance for asbestos lzigation
claims - qurrent portion (Note 8

Defereed income taxes

VEBA trust

iacome tax receivabiz

Investment in affiliate bheld for sale

Other current assets

Total et
OTHER

Insurance for asbestos itigation

claims Note 8)
Defarrad inmome taxss
Goodwill Note §)
Investments in affiligres
Other poncutyent assets

Totil other

PLANT AND EQUIPMENT, &t cost
Legs Aozt aved Gepreciaions

Net piat and esquiipment
TOTAL ASSETS

Sept. 36, _ Pec. 3%,
. "
(s wmillions of dollars)
s 3% S i
475 314
350 253
100 100
g7 0
38 5t
16 20
- 36
— B =
- YA e TEL
&83 330
%19 282
276 249
CH 50
A S a7
14 PO 372
3,288 3,067
—— ARl wi1.36%)
437 i
PR ALEA $ . 3.261

The 2ccompanying hosas are an integral part of this statemest.
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OWENS CORNING AND SUBSIDIARIES

CONSOLIDATED BRALANCE SHYET
{Contimnd)
' Sepx. 36, Dec. 31,
1996
{n mitions of doilars)
Accounts payeble and accrued liahilities $ 8 s 587
Reserve for ashestos litigation clatms ~
curreat porsion (Note 8) 325 250
Shors-tern debt 154 64
Long-term debt - currest pormicn N © —_—i
Towl cusrvent w23 B
LONG-TERM DEET <~ e 3
OTHER
Reserve for asbestos Iitigation ciabms (Note &) 1,138 887
Orher ecoployee benetits Hability KL 357
Pession pian Hability &7 75
Towal other ¥ %
COMPANY OBLIGATED CONVERTIRLE
SECURIYY OF SUBSIDIARY HOLDING
SOLELY PARENT DEBENTURES (MIPS) ——lsa —18s
STOCKHOLDERS EQUITY
Common stock 597 Y5
Pefickk (Note 7) {1,138) (7813
Foreign currency transiation adjusiments (&) 9
Other (19} {19}
Total stockholders’ oquity (568} " _ 2i5
TOTAL LIABOITIES AND STOCKROLDERS'
EQUITY . 407! 3. 3261

The accompanying notes are an imegral pars of this satement.
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OWENS CORNING AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
Quonrier Nipe Monthe
Ended Ended
_Seutergber 38,
- {in miliions of doliars)
NET CASH FLOW FROM OPERATIONS ' :
Net income (oss) $ & $ 7 $3548) § 168

Reconcitiation of net cash provided
Ny opeming mvims
Provision fm' ashestos imgamm claims (Note 8) - - 875 -
Provision for depreciation and
amorizaion 37 3 100 o2
Provision {credit} for deferred income taxes 86 3% £285) 9
Onher i 3 8 15
(Increase} decrease in receivables {48) 28) {149) (46}
(ncroase) decrease in invemtorias {i8) 32 &7 {52
Increase {decrease) in scotunis
payabie 26d acerued Habilities 50 10 (16) (89)
Increase {Becrease) in acemued tocome taxes {23 2R 30 43
Cxher B 713 SR {2 SN .Y B 4 7.3
Net cash flow from operations il 335 B8 w——h
NEYT CASH FLOW FROM INVESTING
Additions 1 plamt and equipment 57 €9 024 0 (183
Investners in subsidiariss, net of
gash acquired (Note 6) - 34 3G9 (34}
Proceeds from the sile of affiiiste . “ 58 .
Other ¥4 x N4 7 ) B
Net cash flow fom investing 5489 2005 s LD

The ompanying notes are an integral pars of this statement.
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OWENS CORNING AND SURSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS

{Continued)
Quarter Nine Moanths
Buded Foded
(n milhions of dotlars}
NET CASH FLOW FROM FINANCING -
Ne: additions {reductions) to
jong-term credit facllities $ 6 $ 08 s 19 5 &)
Oer additions 3o Jong-term debx 5 s 8 %
Othar raductions to long-erm debt () (13} G3) {11%)
Net increase (decrease) in
sharTt-tenm debt 12 ®; 100 (*8)
Issusnce of preferred stock of
sabsidiary, nes of fees - . . 194
Other i) = %
Net cash flow from financing — 8D 206 98
NET CASH FLOW FROM ASBESTOS-RELATED
ACTIVITIES
Proceeds from insurance for asbestos
tkigation clains - 140 63 21
Payments for ashestos fitigation
clairg S -9 SR (- TR £ i 2.3 S 44
Net cash fiow from ashestos-
related activities 8D EF) wldld D
Fifect of exchange rate changes on cash . {23 L b
Net inivease (Gecreass) in cash '
and cash equivalents 7 13 i3 (89
Cash and cash equivaients @t
beginning of period 23 7 18 55
Cash 200 cash equivalents a2 end
of peciod i3l 220 $..3 LA

The accompanying Wes are an integral part of this statemens,
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OWENS CORNING AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{paudited)
Quarter _ Nige Mooths
. Ended : Ended
{1} SEGMENT DATA ' 205 L 2236 1998
‘ . (o miltions of doflars)
NET SALES . :
Indugtry Sepments
Buiiding Materials
Unked Stres $ 638 § N8 . $1.677 51,497
Europe 76 66 203 193
Canada and other —3r 26 89 72
Total Building Materials 7 w2 L9868 1067
Composhe Materigls
United States 1131 i4l 448 444
Burope 87 1t} an 331
Casada and other —38 ] ii3 06
Total Compoxite Mazariats 214‘ —tBd o1 ]
Intersegment sales
Building Mazesial N _ ) -
Cowposite Materigls 3G 28 73 77
Elimisations JRE 5.3 TR ¥ A3 38 )
Net sales _ 3108 327 200 Res
Grogranhic Sepments
Tnied Staes S 785 S 689 $2,123  $1.94I
Europe 3 177 505 524
Canads and other P£] $i Y ;.7 ¢ -
I 7~ Q. Y| g _2.548
Inmtarsegment sales
United Statas 7 14 48 4}
Enrope 8 4 29 11
Canadz and other 19 28 b3 3
Eliminations {44 ) 436 {25

Net sales L0833 3238 Rsy
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OWENS CORNING AND SUBSIIIARTES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{Contimied)
Quarter Nine Months
Euded Euded
SEGMENT DATA (Conts o &
o)) {Contimed) | __’“M (15 mitions of Gallacs)
INCOME FROM OPERATIONS
ing Materials '
Beag Mal $ 75 § & $ 161 § 150
2 7 15 Pt
Canats and other g 3 5 L
e Materidls
O o 5 = w7
. 7 23 46 46
Canada andg other S— . 1 2
Total Composite Mazatials S0 5 176 .18
" Guosral corporats s5pess (23) {5 L6819 (&
Tocomes from operations 128 122 {562} 309
Cost of borrowed funds a8 20 30 &
Iome befors provision
L2480

for intonte taxes £008 3R 0

income before provision
for igoon taxes L S R - S W (1 5

{1} Income from operations for the nise months eaded Seprembe 30, 1996 includes the
Company™s pet pretax charge of $875 million for asbestos litig. Son claims that may be
recelved after 1999 and probable additional insurance recovery, ail of whick was recorded as
20 Increase in general o0 . Incotne from operarions for the nine months ended
September 30, 1996 also tncludes the Company’s preax gals of 337 million from the saie of
s ownership interest in s Japunese affiltare Asadi Fibee Qlass Co. Lad., al} of which was
recordesd as @ reduction in gemeral corporate expease. Alse imcluded are special charges
totaling $42 million including valuation adjustments associsted with prior divestitures, majot
%odw line productivity initiatives and a contribution w0 the OQwers Coming Foundation.
m{)fthmmimwaswrﬁum income from cperations for Buildi

ialy in the Unied , Burope, and Canada and other by $1% miliion, $1 milkion
$2 miltion, wspecﬁ,veig,- Compasice Materials in the United States and Bu b 133 milbion
2pd 32 miiljon, respectively, and (0 Increase geotral corporiie sxpense by §i msl%wn

&6
X
~{3
X9
-2} O 8 L
L.240
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OWENS CORNING AND SUBSTOIARIES

NOTES 1) CONSOLIDATED FINANCIAL STATEMENTS
{Coninued)

8. CONTINGENT LIABILITIES

ASBESTOS LIABILITIES

m@mynawd&mdmmm«ﬁmmmﬁm distribmiors and instaliess of
products coptaining asbestos and with miners and suppliens of asbemos fibers {coliectively, the
"Producers™) in personal injury and property damage Higaton, The persond! injury claimants
generally allege injurfes to thelr health caused by inhalation of asbestos fibers from the
Company's produsts. Most of the claimants seek punitive damages as well as compensaory
damages. The propesty damage claims generally allege property damage 10 school, public and
wormercial buildings resulting from the presence of products coptaining asbextos, Virmally all of
the asbestos-related lawsuits againss the Compauy arise owt of its manufacmurs, distribeslon, sale
or instaliazion of an asbesioy-containing calchun silicate, high temperaure insuiation product, the
marufacture of which was discontinued in 1972,

Stams

As of Sepiemmber 30, 1996, approximatedy 155,500 ashesros personal injury claims were pending
against the Company, of which 29,700 were received in the first nine months of 1996. The
Company received spproximziely 55,900 such claims in 1998, 25,400 is 1994, and 32,400 In
1963.

Many of the recesn laims appear to be the produst of mass screcnlng prograns and Aot % Involve
melignaneios or other significamt asbestos reizted impaitment, The Company believes i 35
many a5 40,000 of the recent claims involve plalmiffs whose pulmonary funcrion tesws {(PFTs)
were improperly administered or tnanipulated by the testing laboratory or otherwise inconsistent
with proper madical practice, and it is itvestigating 3 number of testing organizerions and their
mehods, On June 19, 1996 the Company filad suit in federal count i New Cricans agaiust the
owners and opermors of cemair pubmonary function tasting faboraories in the southeastern U5
chalienging such improper tasting practices, This manter is now in active pre-trial discovery.

The Company &8 engaging i discussions with 3 group of approximutely 30 leading plaimiffy’ law
fiexed Lo explors approgches toward resolution of Jwm -asbestos Jiability. The-discussions ivvive
the possihle resolution of both pending claims and clsims that may be filed in the fumre, While
discussions are ongoidg, the law firms involved in the talks bave agreed to pefrain from serving
any further asbesms claims on the Company unless they involve maligmancies. Unless sxtended,
this agreemest will expire op Novamber I, 1996, This agreement sy have lmpacted the sunber
of cases received by the Company during the second and thind guarters of 1996.

Torough Sepwtmber 30, 1996, the Company hid resolved (by somlemest or otherwise)
gpproximately 179,000 asbestos personal injury claims, including the dismissal in May 1996, for
KX of medical proof, of approximately 15,000 maritizae caes which named Owens Corning as 2
defendane, resulting in an 13,700 case reduction in he backiog after reduction for duplickte caes
and ezses previousiy setded, Duriog 1993, 1994, and 1995, the Company rasoived approximately
60,000 asbestos personal injury claims, over 99% withowt trial, and incurred toial indemoity
payments of $641 millioa (1o average of about $10,700 per case),
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OWENS CORNING AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Continned)

2. GENERAL _

The finsncial tatements inchikied in this Report are condenzed snd unmudited, pursuant & certain
Rules and Regulisions of the Sacurities and Exchange Comeniasion, but include, in the opinion of
the Company, adjustments necessary for a falr statetent of the rasuls for the indicatad,
which, bowever, are pot nacassarily indicative of resuity whick may be expected for the full year.

I conpection with the condeased financial statements and nocas inciuded In this Regors, seference
is made w the financial statetments and notes theréts contained in the Company's 1995 Anmiad
Report oo Form 16-K, as fied with the Securities and Exchange Commission,

3. INCOME TAXES

The reconcitiztion buween the U.S. faderal statutory rae and the Company’s effective incoms txx

tate is;
m‘ Nipe Monthe
Sept, X W
199 1995 199
U.S. faderal stattory 7o 5% 35% (35)% 3%
Operating josses of foreign subsidizries - 1 - 1
Adinstmeat of deferred tax asset aflowance - - (1) -
Seate and Jotal income taxes N 2 %) 2
Other | SR ) S 4 i)
Effactive ax e D% % _fa% | 35%

g?ﬁmmeﬁmqwdii%,m;&c&?a%w%m&yﬂﬁmg&hvw
OWALCES, 85 Mmansfement detarmined that the opering caryforw of carin 3
subsidiaries are reatizable, g
4. INVENTORIES

nvemories are summarized as follows:

. Segiemiber 30, Dexeraber 31,
| {Io mitiions of doliurs)
Finished goods $ 290 $ 20
Materials and supplies it ...1277
FIFQ wneatory 438 33
ess: Reduction to LIFQ basis i B8} {84)
fvemaries £ £.253

Approgimately $191 million and $175 miltion of FIFO ipvemtories were valped using the LIFO
method ar Sepremaber 30, 1996 and December 31, 1995, reapectivily, e
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OWENS CORNING AND SUBSTDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

8, CONSOLIDATED STATEMENT OF CASH FLOWS
%wm.md%,h%mmﬁmdmwwmwma
fows: " .

Nine Monﬁn
%m of %m}
Income txces 5 3 $ {17} (6) $ G
Cost of barrowed fonds %6

The Company considers ail figuid debt instrumems purchased with 3 mangity of three
momhsoriasiwbecash h;ghl)r iqm ™

Piease ape Note 6 1o the Consolidated Financial Staternens for furdher information.

6. ACQUISITIONS

Duritg the tird quarer of 1996, the Company acquired substantialiy all the issess of the
Canadian exsruded polystyrene foams insulation busibess {(Celforec) of Ceifort Conswruction
Materials Inc. The purchase price of Celfortsc was $22 million (330 million Caoadian), inciuding
possible subssquent continget consideration. The acquisition of Calfoste: was conswminaed try
the exchange of 472,250 shares of the Company’s common stock and Jess than $1 miltion cash for
all the scquired assess and Habilities. Additomally, durisg the second quarter of 1996, the.
Company made acquisitions in the UK, and [7.5. Budiding Materials segment. 'The agfragate
purghase price of the second guarter acquisiions was $39 milbion,

These acquisiioss wers acpountad for under the purchase method of sccounting, whereby the
assets acquired and jisbilities assumed have been recorded @ thelr fair values and e resuls of
operziions of the acquisitions have bees included in the Company’s consolidated fimancial
Spements subsepuent 10 e acquisition dases,

The purchase price aliocations were based on preliminary sstimates of fair market value and &re
subisct to revision, The purghase of Celfortes and the second quarier acquisitions inchuded
goodwill of $15 million and $V miliion, respectivedy, The goodwill s being amorized on A
sraightdine basis over 40 years, The pro forma effect of the aoquisfiions was not materisl w net
income for the nine wonths ended September 30, 1996 or 1905,

. DIVIDENDS
Drring the seoond quacter of 1996, the Board of Direciors approved an anpual dividend policy of

25 cemts per share aud declarad 2 quanerly dividend of 6-1/4 cems per shars payaie on October
15, 1996 to stareholders of record as of September 30, 1996,
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OWENS CORNING AND SUBSTHARIES

NOTES 5CG CONSOLIDATED FINANCIAL STATEMENTS
{Contizund)

8. CONTINGENT LIABILITIES {(Continned)

Tie Company's indemnity payméms Bave varied considersbly over titne and from case o case,
and are affectad by a sndtiuge of fictors. These include the type and sevexity of the disemse
susrained by the clalmant (i.e,, mesothelioma, fung cancer, other types of cascer, asbestosls or
plenral chaages); e occupation of the staimany; the extant of the claimam’s &xposure 0 dsbestos- .
conszining products manufactured, sold or instatled by the Company; the exunx of the clainant’s
exposire 1 ashestos-containing products manufacearad, sold or insalied by other Producers; the
munber andd Hisancial resoirces of other Producer defendians; the jurisdicion of sult; the presese
or mbsence of other possible cxuses of the claimant's Blness; the avzilability or pot of legal
defenses such a8 the statine of Jimitations o state of the rt; whether the clain was resolved on an
inividual basis or a5 part of 3 group setiement: and whether e olaim proceeded 1 10 adverse
verdict o judgment.

insuranes

As of Seprernber 30, 1996, the (ompany bad pproximaidy $368 million in wnexbaseosd
nsurance coverage (oot of daductibles and self-ingured retentions and excluding coverage issued
by insOlvent carriers) undex its lability tosucance policies applicabie to asbestos peesenal ipjoTy
clalms. This insurance, which i$ substantialiy confirtned, includes both prodicts hazard coverage
and prisaary level son-products coverage, Fordons of this coverage are not avaliable wnnid 1997
axd beyond under agreements with the carriers confinming such coverage. Al of the Company's
Hability insurghce policies cover indemnity payments and defense fees and expensss subiect 10
applicatiie policy Fimits,

Tn widition 1o %5 confirtned primary Jeve) non-produtts tnserance, the Company has a significant
amoum of unconfirmed potential pon-producls coverage with excess level carriers. For purposes
of salewiating the amoun of insurance applicable to asbestos liabilives, tbe Company bas
estimatad s probeble rectveries B respest of this additionsd pop-prodesss coverage & $225
miflion, which amount was recordad i the second quarter of 1996, This coverage is utconfirmed
and e amoum and Swmuing of recoveries from these excess fevel policies will depend o0
subseguent pegotiations ar proceedings,

Reseoye

The Company’s 1995 finapcial sutemenns inchuded ¥ raserve for the estimted cOst associated with
asbestos personal infury ¢laims thar may be received through the year 1999, Such financial
stezerpents did ot knclude any provision for the cot of ueassertsd clhaims which might be received
i years subsequent m 1999 becase mansgenoen Wit utable W predict he numbet of suth clsias
and other factors which would affect the cost of such claims. Throughouwt 1996, the Company
contimied to review the feasibility of making provision for the cost of unassarted ashesios
personal mjury claims with respect 10 claitns which may be veceived by the Company during axd
after the year 2000. I conducring such review the Company took into acoount, among oiber
things, the effec of recent foderal coum decisions relating 1o puniive damages and the
certification of class actions in asbestos cases, the pendency of the discussions with e group of
plaintifls' Iaw firms referred 1o above, o

- ; Tecent developments a8
W the prospeces for federal and sate wrt reform, the continued rate of case Rlings at bistotically -




OWENS CORNING AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Continned) '

§. CONTINGENT LIABILITIES (Continved)

high lovsls, additionsl inforasmion on filings racelved during the 1993-1995 perind xd other
factors. As g result of the review, ths Company took @ non-tecinrizg, nonpcash charge © enmings
" of $1.1 billion in the secomd auarter of 1996, This charge represertad the Company's estimaze of
the indemnity and defense costs ssoclated with ymasseted asbestos pexsonal infury tlaims tha
may be received by the Company in years subsequest to 1999,

‘The combined effect of the $1.1 dillion charge and the $X28 million probabic additiova!l non-
products insurance recovery was an $875 miliion charge in the second quarnter of 1996,

‘The Company’s estimated total abilities in respect of indemnity ant defetise costs sasociaed with
pending and unsssertad asbestos personal injury claims thar may be received in the future {the
"Liabilities*}, and its estimated insursnce recoveries in respect of such claims (the "Insurance™),
are reporied separarely as follows:

Sepiember 30,  December 31,

1906 1908
(in mifliens of dobiars)
Reserve for ssbestos
figigaion clai
Current 3 3 $ 250
Ocher .y xS .34
Toxal Reserve _2.060 T
Insugance for asbestos
litiation clgi
Currens 100 100
Ocher ~203 ——30
“Total Insurance 3 430
Net Asbestos Liability $1.407 3,707

The Company camions thas such facrors as the sumber of funire ashestos personal injury cluizes
received by it, the rate of receipt of such claims, and the Bademnity and defense costs associated
with ashestos personal ing..«y claims, &s well as the prospects for sonfirming additional imurance,
including the additional $225 million in non-products coverapge referenced above, are influenced
by nuoerous vatiables thet are difficult 1o pradict, and that estimates, such 2t the Company's,
which sttempt 10 take sccoumt of such variables, are subject to considerable uocertainty. Tobe
Cotopany believes that its estimuge of Liabilities and Jusursnce witl be sufficien to provade for the
costs of aff pending and future ashestos personal injury claims shat invoive malignancies or
significant asbesios-relaied furcaional impairment, While such estimates cover unimpaired claims,
the pumber and eost of unimpaived claims are muich barder  predict and such estimarss refiect
the Company's betief thae such claios bave little or 00 value. The Company will continue to
msewmeadequwyofmesﬁmmofuabﬂmesmdhxsmcaonapmodmhsmmmm
adjustments 85 1ay be approprise,
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OWENS CORNING AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCTAL STATEMENTS
{Continvrad)

8. CONTINGENT LIABILITIES (Continued)

.

Although any opinjon §5 subjsct to the ancertainties described above and must be based on
{afornsation now knowsn o the Compiany, in the opinion of matagement, axy additional wninomed
s ureserved costs whick may arise out of pending pessonal injury and property damage
asbestos claims and additonal simiiar asbestos claims filed in the fiture will not have 2 matsrially
alverse effect on the Company’s fzancial position. Masagement bedieves that wny such additional
costs would aot impair the abilty of the Company to meet its obligenions, to reinvest in o5
Dasiness oF 10 take advantage of muractive opportmities for growth.

ON-

Virious other lawsuits and claims aristng in the norrmal course of business are peadisg against the
Company, some of which allege substantial damages. Managemen believes that the outcome of
these lawsuis and claims will pot bave a materially adverse effect on the Company®s financial
position ot resulits of operations.
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FTEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS -

(Al per share inforoaion in Remt 2 5 on & fully dilited basis, All references 10 resuds fom ongobng
operations exchude the mpact of spocial s mpormd for the relevant pesiod.)

RESULTS OF OPERATIONS

For the third quarter of 1996, the Compasy reporrad mer Svome of $80 milfion, ar $1.44 per share, ao
increase of 14 parcent fom net lncome of $70 millin, or $1.28 per share, for the qurter ended
September 30, 1993, The eamnings growh fromn opermions toflecss primarily the bepefis of
acruisitions, strong tesuin from the roofing and foam businesses, and 2 favorable Inipation seaiement
with 2 former supplier, partisily offse by incressed administrative charges resulting from the
Company’s continuing implememzation of its global productivity inidative, Advantage 2000,

Net sales wace $1,.028 million Yor the quarter snded September 30, 1996, at 11 percent increase foa
the 1905 lovel of 5927 million. The growih is atteibwizbie © volume dncreases in the Buikiing
Materials segmeny worldwide, particulacly in the U.S., combined with the fncremental inrensas Som
acquisitiops.  Oross mizrgin for the quanar ended September 30 was 27 percem of sales i 1996,
cormpared @ 26 percens In 1995, Earnivis bufore inteest and taxes (EBIT) from operations was $128
million i the thind quartar of 1996, cotopared 10 $122 mitiion i the hird quicter of 1995,

For the nine months eaded September 30, 1996, the Company ruported a net Joss of $354 miilion, or
$6.86 per share, compared 1 net income of $165 wmiltion, or §3,18 per shave, & the comparable 1995
period. The nes Joss was tha result of x $1.1 billion charge taken during the socond quarter > guamify
the Company’s labithy for asbestos claims which may be recsived sfter 1999 a3 well as 3 probable
$2Z5 mittion addidonal recovery frow insurance sarriens (collectivaly, the “asbestos chargs™), having 3
combined impact after taxes of $542 millive. Excinding the impact of the asbestos charge and the
special gems reported o the first quarter of 1996, nat moome for te first mine months of 1996 was
3188 milticn, or $3.42 per share, an increase of 14% over the comparabie pricr vear patind,  Net sales
for the nine months toded September 3, 1996 were $2.830 bilion, 2 7% increase over the $2.648
biifion reportac in the fires tine monhs of 1995, This increase reflects the incremenal sales from the
Company’s acquisitions in combioation with the improverment in the Building Marerials segmers,
particularly in the US., where increased demand due 10 pamrdl disezers ie the East tas required
sxpemsion of service territories of several roofing plans.

Markering and administrative expemses from oagoing cpermions for the nins months ended Sepiamber
30, 199G incressed approzinamdy 13% over the sume period in 1395, primerily ac a resgh of
incremental skministrative expenses from the acquisidons ke in 1993 aod 1996 as weil 2s the fpact of
the comining implementation of the Company’s Advartage 2000 progracs.  Advantags 2000 s 3
business system designed 1o acoderae the speed and simpiify the processes of doing busicess globadly.
When fully implemaned, the Advantage 2000 program will replace over 200 fagmented information
sysieens with & fully imegraced systeen, leading 10 incresert Trocuctivity and cost savings.

Ip the Building Materials segment, sales incrensed 17% and 11% for the quumer and aine mouth
periods angded Sepcember 30, 1996, respectively, xrpared 1o the saroe peciods of the prior year. This
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growth refiacis the incremestal sales from acquititoos combined with ap kcrease it volime

woriduids, pardioiarly inthe US, The thind quastes Sates incresse in the U.S. wan Lrgely driven by
the roofing bisines which benefited from an increase i demand,  Addmionally, whe Company
coatimeaes 0 realize the benefits Of heagrating sew products isto its distribugion systems, inproving the
sidea of peoducts Hke Foamiar(R) extraded polystyrene, The Company expects further bonefirs foom
this imegration combined with By newly incroduond Systes Thinking(TM) scategy, which Hinks e
Company's growing product offering with technicsl expermise, & provide solimion-oriemted systems.

Tocome from ongoing operRioes for Building Materials incremsed 23% for the quaster and 11% for (he
rine months exded Septetnber 30, 1996 whan comparad to the same periods.in 1995, Ths increase
the third quarter i primarily dee to productivity inprovenets i the roofing business and Lrpeoving
profitabidiy Som Canadisn eperaione,

in the third quarte of 1996, the Company acquired substantially ali the assets of the foam inadation
business of Celfort Cotstruction Materials foc, of Canada, Resamed OC Cafortec, the Valieyfiald,
Quebec business, which produces FOAMULAR®R) rigid polystyrens foam insuistion, is an important
part of the Conmpany’s growth agenda infe the foam iasniation buslosss, The acquiskion of Celftrisc
increases the Coampany’s foam insulation plars w0 six, with & severth under corstraction in Chinz,

Addionglly, a the £nd of the third quarter the Compaty rrached an agreement o acouire & majociry
interest in Acoustical Fibregtass Brsulation (Mafp) (Pry) Lid., the Targest Scuth African mamsfacturer of
giass Tther reinforcements and glass fiber axdt vk wool insalaion, The sew cowmpany, hindguarieret
in Johamesburg, South Africa, will be kown as Qwens Corning South Africa (Pry) 124,

* in the sacond quanss of 1996, the Company acquited certain U.S. assats of Partek Ensulation, Ine. | a

subsidiaey of Partek North Americz, Inc. Park’s tockwool-basst imsulation will belp the Company
extend its mxhanical insulation prochuct offering izt higher-tamperasyre applicaions.  Additionatly the
Company acquired the Uninad Kingdomr-based Linpac fawdation. Wih production facliities in the
C.X. md Spain, Jiapac's exruded polystyrene (XPS) PolyFoam(®R) imulstion will be added to the
Company’s Buropeas building taerials produxs live.

In the Composite Matscisls sagimt, safes decreased slightdy foe the quarter 28 niow ot ended
Sepwamiber 30, 1996, compared o the same periods of the prior vexr. Gais in Latin America, 8
Kisneified growth tegion, and in the 11.5., were mwore thap offsae by declines in Europe and Canada,
stiributable % 2 softsning demand, as wal as a sreagthening U.S. dolfar. Composite Materials income
from operations in fhe thind qumter of 1996 incressed 9% compared o the third quaster of 1995, For
The nine ryathe evisd Sepreaber 30,3925, income from ongoing operations increzsed 12% comparad
to the same period in 1995, eimarily dus 1o 30 improvermett in pricing combined with procctiviey
Iniives, parnuianty i e DS, _

UIQUIDETY, CAPTTAL RESOURCES AND QTHER RELATED MATYE

In Jame 1996 & - Conpany asoounced that ity Boad of Diractrs had spproved an gaowal dividend
policy of 25 cents per share and deciardd » quanary dividad of 6-1/4 cents per shape payabie oo
October 15, 1996 to shareholders of record 25 of Sepretber 30, 1996,

Cash flow from operations, excluding asbestos-relasad activities, was $114 million for the third quaner
of 1996, compared © 133 million for the third quanter of 1995, The decrease is aitributzbie in port ©
2o increase i working capil, partcularly receivables, due to strong Septamber sales, coupled with
wmmmmmxwmmysmmtﬁeda&em@ms
custivers adyask thelr ventory teweds, - .




-1

At Sepeamber 30, 1996, the Company's net working capital was $34 millioc ad its coxrent iatio was
1.03, covmpated (o negaive $9 milion aod .99, respectively, & Decoxnber 31, 1995, The incresse
s%;mw@gwwmmﬁv&mmmnwﬂmww
frorn acquisitions, offset in large part by incremsed shoct teren bomowings. invesaories & Septeenber 30,
1996 increased 38% over December 31, 1995 leveds due 10 snsicipmad fourth guamter domand et
with the fncrementsl inveoeoties of acquisitons s well o the Gem discussed in the peeceding
puragraph. Iovenrories a2 & pevcans of sains for the nine momths ened Septembrer 30, 1996 and 1995
remained reiaivaly unchanged & approximmaedy 12%. Mwm4m5wmm&lm
Finanstal Staterments.

The Conpany’s total borrowings x Septerober 30, 1996 were $1. 147b§hoa.$2$4minmhxéhetm
2 year-eod 1995, The Company’s increased borzowings fn 1995 are being driven by the build of
invemories for anticipated fourrth guarter demand as well as ather working cupial requiretents,

Az of September 30, 1996, the Company had unused lines of cred®t of 3231 milliop available under
Xng-<mm bank loan facilities a6d an additonal $137 méllion under shoet<erm ExciliGes, compared ©
$358 miticn and $23% milion, repectively, & vear-ood 1995, The decrease in availabla lints of credit
1 primarily the reack of increasad bosrowings. Ketters of credit issued under the Compaiy's Jongutert
V.S, joan facilky, most of which support appeals from asbeszos irials, recucs sretis avalisbilry of that
facility, The impact of such reduction is reflected in the unased lines of credk discossed sove.

Capizal spending for peoperty, plan and equiprnett, exduding acouisitions and investmeats i affiiiaas,
was $57 milfion and $224 million for the guarer and nine moctns endedt Seprmeber 30, 1996,
tespactively. For the year 1996, the Cotpany anticipates capitel spending, exclusive of acguisitions and
vestments in affiiiates, 0 be approximarely S285 millioe. The Company expects thit finding for
these expenclitiras will be from the Company’s oparations and aftecsal sourdes @ recuired,

Gross payments for ashestos 1igaion claims during the tuird quarer of 1996, Inchuding $13 mBlion m
defense costs and §3 milfion for appeal bond and other costs, ware $57 million of $34 million sheraax.
During the third quacter of 1996, the Conpany rocsivad pproximarely 5,400 nyw mibasios personal
injury cases and closed approximately 2,100 cases. Over the nexi tweive monehy, the Company’s ol
payroeats for stbestos Higation claims, ipcluding defente costs, are expectad w0 be approximsly $328
mitfion, Proceeds from msurance of $100 million are axpected t© be svailable w cover these coats,
resititing io & p&t precax cash outdow of $225 million, or $135 miltion aftertax. Please see Nate 8 @0
the Conscliclaed Financizl Statethents,

thost e bank koan izciiiies, o be sufficlent w sxmsfy s debx service obligations wader X5 existing

. indelxedness, a5 well as its continger fabilities for uninsured asbesios personal infury claims.

The Company hus been deomed by the Environmental Protection Agency (FPA) 10 be a potsaiaily
regpotsitie perty (PRP) with respect 0 (tain Skex under the Comprehensive Enviconznenal
Response, Compensation and Lisbliy Acr (Superfimd), The Company has also been deemad a PRP
under sknilar st or Jocal bovs, inchading o state Supevfund skas where the Company i the pritrary
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Feoeror. In other imstancey, oeher PRPS have hrought sty o cliims agaipst the Company & 3 PRP
Ror contribntion under such federal, stite o lockt! laws, Dirring the third quarter of 1996, the Company
was designaed 2 PRP in such federsl, stute, Jocs! ar privats procesdisge fiur five additonal sites, At
Sipcember 30, 1996, 2 il of 43 sck FRP desigumions remainad unrasolved by thre Comyany, scine
of which designations the Conpany believes % be scvoneons,  The Compay it ¥so Involved with
savionmental frvestigion or remediation 2 & punber of other sites 2 whick & has e boeen
designatsd 3 PRP. The Couguny kas seablished ap §18 million reserve for s Superfiund (and similar
pae, Jocxt and privie action) contingant Babiities, In addition, based upon mformation presenly
gvallible to the Compasy, and without regard to the appiication of kemurance, the Company believes
that, comidered M the aggregues the additiomt cosls sswciated with such comtingere Vabliies,
pchading any relmed liiguion costs, Will not have 3 materially adverse effecs oo the Cotapany's
Anencl position or resaits of operations.

The 1990 Cloan Alr Act Ameodments (Act) provide that the EPA will issue regularions on & munber of
v poliutapts over 3 paviod of yewrs, Until these ragulations are devalopad, the Company canmex
defarmine the extens to which the Acx will affet 1. The Company anticipzes thar its sowrces to be
repulaed will include gl fber mumfacnoing and ssphalt procssting stivities. The EPA%
anowed sthednlt Is 10 Rene repuiations covering giass fber manefacturing by fate 1997 andt asphak
processing activities by lae 2000, with impleesration as to existing sourges 1@ v three years
thereafier. Based o informaion sow known (o the Company, including the savare aod limbted sumber
of reguistad saterials it emits, the Company does mot expect the Act to have 2 materially adverse effect
on the Company's results of operztions, financial condition or kng-term liquidiny.




PART if. OTHER INFORMATION
ITEM 1. LEGAL FROCEEDINGS

See the paragraphs in Note 8, Contingem Lisbitkies, to e Coasolidsted Fmacxa! Starattients
above, whtchmmmpormdmbyn{m

Securkles and Exchange Commission rules regulre the Company to describe certain governmessal
proceedings arising under federal, state or kes) environmantal provisicons unless the Company
reasonably belleves that the proceadings will result in monetary sanctions of less than $100,000.
‘The following procesding is reported in responsa o this requiremsnt, Based oz the information
presently avalisbis to it, however, the Company belisves tha the costs which may be sssochued
wig this mazter will tot kave 3 matetially advmeﬁmm:hei‘!ompmysﬁmw position or

results of operations.

In August 1996, the Company voluntarily reponed 1o the United States Environmentst
Protaczion Agency {(EPA) that, due to # change in assumpiions regarding the formation of a
reportadie polfutant, the Company had concfuded thar reposting deficiencies for such poliutam
had ocourred at three plams, The Company has sincs filed all reired repots with the EPA.
The Compaty is unable a this time 1 daermine the amount of penaities, if any, that may be
sought by the EPA but believes that the Company’s immediate volumtary disclosure wilt be 2
favorable consideraion In taducing any penalty that woukd otherwise be sought,

ITEM 2. CHANGES IN SECURITIES

{a} None of te comstituent instruments defining the rigimofmcholdersofwy class of the
Compeay's registerad sequrities was maseriaily modifiad in the quarter endad September 30,
1996,

(&) Nooe of the righes evidencid by any class of the Company’s registered sacurities was
materially Hmited or qualified In the quarter sndded Sepismber 30, 1996 by the issuance of
modificarion of apy other class of sequrities.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

{a) During the quarter eeded September 30, 1996, there was o material default in the payment of
principal, -igterest, sinking or purchase fund instailments, of -aoy -othes material -defanlt nat
cyred within 30 days, with respect 1o apy indebisdness of the Company or asy of i
significant subsidiaries exceeding 5 percent of the toial assas of ibe Company and Iis
zensoiidated subsidiaries,

{d) Purisg the quarter ended September 30, 1996, o waterial arreaxcage in the paymeat of
dividends occurrad, and thers was oo other 1 .erial delinguenty not amed within 30 days,
with respect ©o atty class of preferred stock o. the Company which Is registered or which
tanks prior 0 any class of registered securities, of with yespedt to any clags of preferred stock
of any sigaificant tubsidiary of the Company.

ITEM 4. SUBRMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matter was subuited 10 2 vote of securkty holders duting the quarter ended Seprember 30,
1996,




. ITEM 5, OTHER INFORMATION
The Company does oot slect to raport any information ooder this e,
YTEM 6. EXHIBITS AND REPORTS ON FORM $-K
(8 Exhibhs. _

See Exhibit Index below, whick is incorporaed bére by reference,
(&) Reports on Form 8K |

‘Ihc%mpmydidm:ﬁlnaympomwkms-xduﬁmmemmmw«%,
1996,
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SIGNATURES
Pursuant 10 the requirements of the Secwshies Exchange Act of 1934, the Company bas duly
caused this report 1o be signed on its bebalf by the undetsigned, thersunto duly muthorized.
OWENS CORNING
o . Reghuas
David W. Devomshire

Senios Vice Preskieat and
Chief Financial Officer

Siteven . Steobel
Vice Presiders and Controller
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Articies of Iucorporation 2nd By-Latws. ’
Cetificate of Incorporaion of Oweas Coraing, nw {incorporated berelo by

reference o Exhbit (3} to the Company's anmul report on Form J0-K for 1995
{File No. $+3660)). ' .

By-Laws of Owens Coming, as amexded (incorporated hereln by refersace o Exhibi
{3} w the Company’s annuk! report on Form 10-K for 1995 (Fite No. 1-3660)3,

Sutemennt re Computation of Per Share Barnings {fiied hevewirh).
Financial Data Schedule (filed herewith),
Addnional Exbibirs

Subsidiaries of Owens Coming, 35 amended (filad herewith),




OWENS CORNING AND SUBSIINARIES

COMPUTATION OF PER SHARE EARNINGS

Qusrier Ended Nine Months Ended

—ple MYy Seph M.
L2 1385, 196 1995
- {n millions of dolixrs, except share data and
Nex income (foss) -§ B S & S (5 § 165
Weighted average rumber of shires
owstanding (thousands) S1,782 50745 51,616 48,582
Weightad gverage common equiveient
shares Ghousands): :
Deferred awards 15 16 . &1
Stock options using weighted average
market price SR 2.5 S -+ 4 — 463
Priznary weighted average number of
common shares outstanding and
tommon equivalent shares {tousands) S2314 512383 51616 49060
Primary per share amoue S.LS Ll $.6% £33
Fully Dilugad:
Net income (foss) P2 30§ G340 $ 170
Weighted average number of shares
outsianding {thousandis) 51,782 50,748 51,616 48,582
Weightad average comman squivalemt
shares (thousands):
Deferred awards : 18 16 - i3
Stock options using the higher of
gverage market price or market
price & et of pericd 615 632 - 4234
Shares frote assumed conversion
of debt . - - 81
Shares from assumed conversion
of preferred securities 4566 4566 s 2285
Fully diluted weighted average owmber
of cotumon shares outstanding s
common equivalent shares (thousands) IR Sy SLSIS 53308
Fully diluted per share amoumt P4 § 128 1638 1208




Dansk-Svemk Giasfiber A7S e

Deutsche Owens- Loroing Glasswool GrebH
Eric Company
Europeati Owens-Corning Fiberglas, S.A.
Falcon Foam Corporation '
Fiber-fiex Ca., Ine.

QICIFIPST CORPORATION

QCFOGES, Inc.

O.C. Funding BV, .

O/C/SECOND CORPORATION

OC (UK) Holdings Lirwivad

OC Utah Four Corporation

OCW Cosporation (dbz, Delsan)
Owens-Corning A/S

Owens Corning Building Materials Espana S.A.
Owens-Coming Building Produsss (17.XK.) k.
Owens Corning Canada Ine,

Owens-Corning Capital Boidings §, Inc.
Owens Corning Capital Reldings I, Inc.
Owens-Corning Capital L1..C.

Orwens Corning Cayman (Ching) Roldings
Owens-Corning Cayman Limited

Owens-Corning Changebun Guan Dao Company Lad.

Owers Corning Espanz SA
Owens-Corning Fibergias A.S. Limitada
Owen-Corning Fiberglas Deutschiand Gmbl
Owens-Corning Fiberglas Espaua, S.A.
Owens-Corning Fiberglas France S.A.
Owans-Corn * g Fiberglas (G.8.) 14d.
Owens-Corning Fiberglas (fraly} S.1.1,
Owess-Cotaing Fibergias Norway A/S
Owens-Corning Fibergles $.A.
Owees-Corning Fibergias Sweaden AB
Owens-Coming Fiberglas Sweden Ik,
Oweans-Corning Fibergias Technology Inc.
Owens-Cocning Fierplas (U.K) Rad.
Owens-Corning Finance (UK.} pic

“ia,

United Kingdom

United Kingdom
United Kingdom
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Owens-Corning Funding Corporation

Oweps-Corning (Guangzhow) Fiwegtas Co., Lid

Owens-Cotning Boldings Limited
Owens Coming HYT, Inc,
Orwens-Corning Jsolazion France S.A.
Owens-Corning Ootario Holdings 1ac.

Owens-Coring Overveas Hoidings, Iuc.
Owers-Coming (Overseas) Management Limited

Owsns Corning Polyfoam UK Lad.

Oweans-Coming Reat Estate Corporation
Owens Corning (Shanghzi) Fibergias Co., Ixd.

Owens Coraing (Singapors) FTE Lid.
Owens-Coraing Trading, 1.ad.
Owens-Loring UK Holdings Limited
Owena-Coming Veil Nobarlands BV,
OwensCorning Veil UX. L2,
Owens-Coming Verriebs Gmbi
Palmetty Products, 1ne.

Scaggias Lad,

SEF Acquisition Corp.

SFFZ Acquisiton Corp.

Soltech, Inc.

UC Industries, lic.

WD s,

Westerr Fiberglass, inc.

Weatern Fibergriass of Arizona
Western Fibergiass of Texat, Inc.
Witicorp, Inc.

Wrexhao AR, (lass Lad.

Owens Comning Pipe Africa (Pw) 144,
Zola Castor Holding Corporation
1053051 Ontario ine.

1086269 Outario Inc.
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