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MINING AND MINERALS t ASBES1OS FIBER
FIRST QUARTER 1977 )
! CURRENY YEAR'S OPERATING
NET EARNINGS BEFORE ¥ CAPACITY RATE

SALI S INCOME TAXES ; 1976/CURRENT)
$44 8 million $12.0 million 1 $173 mithon P5%N/95%

'

O second magot business area 15 Min ng and Minerals Qur first quarter sales
are up abut 11 percent from 1976, end our ea’'nings are up 14 percent from 1976 We
Lonsmder tus to be a very strong perfe-mance bi cause we wore restncted in terme of our
at ity 16« hap asbentos ibod in jate J:inuary ant' early February because of the wnather
Thiu thoce results were achieved withcut quit @ getting out the full tonnage 1n January

arrtbelruany

Ou: asbestos Liber capacity, a jawn at curvent prices. 1s $173 mithion We're uperat.
ing at 95 percent of capacity, whict for the auning operation, is practical operating

capaeity

——— —

‘ ASBESTOS FIBER ROOF ING PRODUCTS
; DEMAND } FIRST GUARTER 1877
i PRODUCT MARKEY NET EARNINGS BEFORE
\ LING OUTLOOK : SALES INCOME TAXES
N .
Aibmios Fiber Suong } $40.4 milbon $(0.2) mation
k

The sutlook for ast-2s1os fiber is strong now, and we expect it to continue strong

' . thioughout 1977, and into 1978. In the past we have been pricing our asbestos fiber in
] " Cenatan d- Mars Beginning July L.we will price i1 U.S. dollars.

Roo! ng Products ordinanly has a weab first quarier This quarter was no
ex-eption 1t was a httie waker than we had anticipated :n that we did have some ellects
tfrom the weather on industrial and commercial construction. Weather did not signifi

" b Canlly altect however the residential roohing seles
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tived costs Our U S. capacity in the ro ufing area 1s $218 million We are now operating at

¢ QJ percent rate.

ROOFING PRODUCTS

DEMAND
PRODUCT MARKET
LINE OULOOK
Hesndontis! Strong
Fobar Glas: atrong
Non Revd mua! Mcderats

The atoeptance of our fiber ghoss shing' s 1s very strong. and we wili provably

Cenomesre a5 pereent of our residantial rooing output in the form of tiber glass

Shetegiee e yeuas Our averglh outlook or marke' demand in the ressidential roohing area

oo The nongesdential roohing o 1ea whic s commercial and industrial built-up

roof-ng has a moderate demand, whict we think will probably hold at about that level for

-ttt Of theey <t

PIPE PR IDUCTS AND SYSTEMS
FIRST QUARTER 1077

NET
SALES

$46 7 mdton

EARNINGS BEFORE

IHCOME TAXES

$4.7 m lion

Py Procucts and Systems s the business area that is most gratifying to us=n

han Seen a protlem area for the past several years, and now we have a significant

turnaround in ou. pipe business Out fust quarter sales are up seven percent over 1976,

andd aur opergling earnings are up significantly. Ot an cperating basis, in the first quarter
ot \‘376. we had an operating loss of $1.6 rutiion betore taxes. So we're looking al a
turnround in th fust quarter of 1977 ot mare thar $6 million, belore lax, operzting
cotnings The trends in Apnif ano through May indicate that the tirst quarter is not a Huke,

amd we expect to havi- 8 good year in pipe

PIPE PRODUCTS AND 3YSTEMS

CURRENT YEARTS
CAPACQITY

AC US 8167 radin

PVE US B mvilin
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INDUSTRIAL AND OTHER PRODUCTS
FIRST QUARTER 1877

NET EARNINGS BEFORE
SALES INCOWME TAXES
£36.3 milion $4.3 milhon

%
!
L

Out industrial and Other Progucis business, which includes specialtly glass fiber

mats. ratioad composition brake shoes, and seaing components, has net sa‘es and
earmngs dovin somewhal in the first quarter, as compared to the first quarter ot 1976
That 1s due, however, almost enlirely 16 the ract that the first quarter of 137¢ had a

nonrecurnng contract closing (in out Germun angineaning subsidiary. which involves o

sigrutiean! sele of puaprment and tehnolog  to other companies On an operating

Lt e odiag thuet our 1977 fust guartern i setistectony interms of sales and earnings,

INDUS' RIAL AND OTHER PRODU T8 INDUSTRIAL AND DTHER PRODUC TS

DLMAND
CURRINTY YEART OPLRATING
CAPACITY CATE PRODUCY . MARKET
{1976 CURRENT) LINE OuTt OUK
Schuller - $36 milion 9 %/95% Schuller Good
Railroed Brake Shces - $21 mithon [ 1 % 8 Rauroed Brake Shom 17
Sesing Components - $45 mditon SE%R/75% Snsling Components Strong

..

Out majcr business n 1hat area is Schuller Comgany, in Germany, with a cagacity
of $36 mutlion That company produces the glass mat that goes into the tiooring market,
the wallcovering market, and the rooting market in Europe. It 1s operating at 85 percent of
capatity Our rain-oad brake shoe businass, with & cagarity of $21 million, is operating at
éss{:qt_nally 100 p-rrcent of capacity. Our sealing components business. wia 3 capacily
of $45 milion, is uperating at 75 percent of capacity. For that particular type of business,

75 percent operating capacity «s satisfactory, and it repuesents a good, profitable lev 3l of
operathons

Our outlock tor the Schuller business in Germany is good. We expect it 10 remain
that way for the ‘est of the year. The railroad b-ake shoes and sealing components
businesses are be th strong. and we expect tham {5 continue strong throughout the rest

of this year

Vit tuin the neething back 1o Johr MoK ney Thask you

CRINNE " And now we'll ansacr any Juet 1.ons that anyone has

AR



Questions & Answers:

CHAIR 1o tneea oy taeshion v e center here The question rzlates "o the outlook

CCana ot e e s oRTate generily

MO KINNEY. Tre oo e Lanada who t heard last week, as | said before think

Gl g Goneoensl s Al e higr not begun 1o recover, anc they gz n!

I Dot v talme s b thuere redprres 0 Regher Conts, anit b g r
I PR , cogdeoates bt Gttt 0 Thee Samie wing O e g b
Coos ot v Sey W pae e Ing D taiked 10 asne s ey,
'
CHIIR T ebior s 0 e D gt e e e s hins it
hoor eyt Y oot ot e e et T e D angusty baenn it thyt ey
AT A I3 UL Condy e o e Dot Lo s eaervend that i Sur piants

g datatta we D hiche s produchion COosts @ wt o v rcel Thonly

QUESTION Wankt! yaraxplain why 10 a rele ivcery goud ye i for this ingusiry ke 1376
) ¢ ¥

Lttty e tagineg at g dehioit?

VOKMINNEY it 67 pg not @ oot yeadr 1 mynacaingl -.m.ﬂ-r-r; whioh attects water
ot s c e T s thie tegS0n whiy our anbeeslon coement pipe busingss n

an et gerel ar B net been nnod'k,r a coude 0 vears Now thal mumcipa)

e e begun o azan thal s the main reason why the asbestos-cement pipe

aperateg L w hagher capatity uhinzatior and we ate making better earmings
ARG v st cnsn BV tipe plegse”

WOEANNEY ot B e wee R operate 1at vctuall, 100 percent capatity in 1976
st oan gt e L canacity The problocon Y426 wath the PV busin2ss was thal
[ v [

P ete Lot aa Do W ot e v L i fowe thie poce levels ane

s POt P gt 0 b e 1T e ate e Ty ver bt ey werg catherr 1976

CHAIR: I 1hat tegart John conid you Give us anidea what 1he current sellirg prices are

LRI ar wouhg vou ave 1o idicete whal your Dreak ever 4 of g price per ton bass”?

MC KINNEY Vil Wt rm e nay what iremember Of i anc thee Fred can be more specii,

Pt et Bty g, 1At i eatl, 1976 the sethn jprize was inthe range of 32 centy i
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CHAIR The quantion relates to what yout cutrent pricing strategQy 1S In vanous proviuc!
hnes and the geotleman indicated that in many of thet.e products you have nul beer a
prce leade: Wili that situation change? Anct what specilically are you doing in terme, of

wurteal pricang structures for the variou  products tha you re dealing with in term« o!

S NCteases”?

MC KINNEY: As  explained to one of these groups once before, the prices that you read
mn the newspapa s and what the actual prices are to the customer are two different
thinggs, because in many of the building matenals businesses, there are a setiet, of
thscounts which are tacked onto the hst price. and what you have to look at 14 the
discounting activiry In many of our businesses, prcing 1s an extremely complicated
matter. because of the number of pricing districts, the historical discounting systom,
and e camplesty of the product lings '‘Mhat our poicy with gur people 15 wé want
them paying mote atltlention to how they e runming theu puicing, their discounting and ali
ol that so that our aztudl price reahzation -~ and by that. t mean the added dollars which
we get from price increases, of ehminat.on of disc ounts. however you wan 10 100k at it
—- s mproved | have tatked to some of sur distnict managers who agree that, at times,
we have probat'y because of the compi.canion of the situation. been out there mee*ing
cur o lowered pree What we're trying to do s to get people to be more sensitive 1 it,
to be caretul about 4, and we have prov dixd them with same compansons which show
therm what the importance 1s of really ..aying attantion to pricing. We are not talking
ahout great increases 1n our prices. Whe ' we're talking about is realizing, m‘lacl, for our
products, the same general level of dnices that ot competitors are getting for
compatable products. And we're just not convinced we've been doing that in the past.

CHAIR: Is the pert.,rmance for the first quarter a reflectian to some degree of that?

MC KINNEY: Yes. Up ttirough the first four months, we were virtually on-plan in realizing
addec dollars fron price improvements. And that was before we started doing all of the
comp:aimirg abou’ pricing. And now we're doing a littl: bit betler than plan. We are

improving

QUESTION: Couid vou update us on your discussions with the Quebec government con-
Lerming the Joftrey Mine? Has there been anything turthe! between you and them?

MC K|N‘N‘EY; Ve have not had any additiona discussion since late January with the

government o! Quebec We have noted the various statimnents which they have mads in
the meantime We behieve tha! 1he attitude towar the asbestos industry in Quebec 1S
relaxing They seeryto be more interested now in cther industnies They will be announc-
ing. a5 we underst.nd it, within the next few week:. wha! their policy with respect to the
asbestos industry il be. We 0 not antuicipat2 that it w1l have a significantly adverse
ettect on our busin 3ses

CHAIH The question relates Lo the goveramen s ¢’ ncern about windfa:l profits Is there
2y Aay yOu COulC ndicalte or have ¢ 1oe! for w val nagr-tude ot prnice increase would be
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justifiud, based on the supply/demand relationships, and at the same time, avoiding
what the government considers windlall profits?

MC KINNEY: | gor’t think we're going to have any prce increases which are based
e’y Gn e a1 1at there s anincreasing demand Our pricing. obviously. 1s going to
tethaGne L UL give ure an adeguate return an thie $200 my ion capital prograT which we

Nl gndetiason

QUESTION | aan scndenng whether an general we Sou'd review the world supply/
o1 L e ance in 155e5105, and in pacticute whether e could review your perception

St it s of G g aty e ButSians will ol 2w in regarc 16 ashestos saies on the tree

[

NMOFINREY Bact oo ont e 8 by cans b et any thee Bres Worinl misteest any

Mot Qe tran tto have beendomepin e et A ter ot fact, we would anticipate

Tttt nugh lessen anfeas ata given time the nead the hared aoflars As funderstandit,

and a 101 ot these f qures are very cithcult ts come by — and you can get different
tegortn froes et toanle — the Bussian haye, generalls speaking. soid about a
consoaet arwgnt of hiheran the Free World They have 'some dithiculties in doing this

(e o thaen o gt the quahty of their matena’ 1 vanabi- Ther rehiability from the point

T e s untnmer being able to-sely on thee continuing to supply them s guestion

ante and saoman, Suyers are reluctant. with the presen situation on asbestos fiber. to
Year scthothe Rusaians Also what the Russians have chara-tenstically done. it they
naaee] T it 15 1o continge to sell the fiber, and cut ¢*f the Eastern European
Cat b e Bave t pd e quests irom Easterr BEuropeans 1o sell them hber. Russia also
O e T tape ity 1 anthng Countiy from the po nt of afw of produchion of ashestos
tereent froduc e Anchat e nur belet that then own consamption ot asbestos cement
Lot Due Yo Frepnre oot ot the hihor wharh they car supity They do have several sizable

rmnes whach are towarnrs the end at thers hite spans

QUESTION 1trenv thay wis just the st parnt ¢of the questior 1 d also ke to 100k at itn
tetrnn 8 the Conteat 8 the Freo Worle - whetner Manacer: snt has any tigutes in teems
¢! tutal tonnages. the ' share of marxet, and where they “hunk Free Worid demand is
hkely to go

MC KINNEY: Do ycu mean — ate you asking f the Jree World supply 1s going 1o

1 redne
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quvemniient had at one hime exhibited some interest in it tekes more than $6 of capital
1o bangg o one doltar of sales and on today's prnice structure there 15 no way that such a
Proqes Uoaal be viatine AU the present iime v certae by could not altorg o brng s i
Cab el new mene on oday S prce structu € And we don t think there are going 1o be
atey new ptunes brouggbbin an the near future £+ to the domand, we think the demand will
contnue, particularly in the developing counines, for asbestos-cement products in
particular 1 think the consumption wilt largely be maitched to what 1s available 1n the way

of bler
QUESTIONS REGARD NG INTERNATIONAL ASSESTOS LEGISLATION:

MC KINNEY: In the Szandinavian countnies, o' 1n Sweden in particular. one form of
dasbeston cement has been banned as a product | have not seen the hinal thing from the
B ticrtangs, hotat was certainly less than a ban on the mejor uses There are certamn
manor gues Oof asbestos hiber whetre the fiber 1s not 1ockerd Into the finished product t'sa
sort ctaghy, mictioose iber, where it's impre buble 10 s appose that the user of the hber
wiih use it aatedy B, uang it safely | mean ne t areating mor» than a certain amount of
st Ve heve stapned selling to such custor ers There are quite a number ot uses '
wros b hove S we just sumiply won't sell tne product We 've also taken the postion
1t e At selito any customer who won't use it safely On the other hand. we believe
Mot o o the emeotion an the Netheriands -~ and tere 1, some among the trade
s, e France — s Lwiwarranted We feel th it the present U S. standard of two fibers
per co1s saf2, and we Lehieve this based upon € «perience tn some of out plants that have
been noperation for 20 vears It the gust levels were 100 high, and they were nighes than
ths: present standard, wee should have begun t: see soma ev.di-nce of asbestos-related
dedse At those two plints, which have now been in operation for 20 years, we have no
ar.eant- which can be att 1buted (o asbestos.

CHAIR: 11, there any emc tion in the United States that might m ove to attempt banning
ary particular products? Are there any products that you're dealing with now that are
potentislly valneratle to € motion or otherwise banining them?

MC KINNEY: Well yes, tc the same extant that it has been fo: about 12 years, thero's a
seqgment of thinking that 1 you don't know exactly what's safo, if there's any danger at
ali.dgun t go i1 On the other hand, we do not think that is g ing t-a result in any ban in the
United States We do thirk, based upon the kind of data that we have out of our actual
eapenence with employees, and rather than the experience that people have with over-

deses on rats, that reason will prevat
CHAIR: John, you have a guestion

QUESTION: Betore the lunch. we were chatting about “he I'TC complaint, and one of the
statements that the indus ry was hard to enter bhecau'.e o' the technology required the

the- BNOWw how. and you In gicated that there were oth.r constrants thut were probatly
mere formidanie than the actua: patent protect:on, or the technology alone Could you

gonta thase 1n a hitte it 2 307¢ detalt”?
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MC KINNEY: There are no patents which would drevent aryone from manutactunng fiber
Qlass naumanonin the United States And assut ung they coulc tearn how to produce the
antd Glas tormulations and do all of the nght things — there are no patents thal would
stevent them ttom comoeting That 1s not the problem. The problem 1s that 11.1s a very
thtticait l(ecvmology':'n 15, 10 begin with, a highly capital-intens:ve process And there
have Deet numetous b} compames that have taken a 1ook gt 1t To show vou. readlly.
whal the fatility of v,fml hey're tatking about 15,10 about 1950, Owens Corning Fiberglas
st horoeg thn -11{1'\.211\ antitrust decree. to license anyone who anked for g hcense Pitty
outonh Plate Gians was 4w of the companies that wiss inensed 1o rake insutathions, and
o onab e teatiles Theyte stilhin the textie busir ecs, but they naver made it in the insula-
o0 hielt Anctthey never made 1t in the insulahon eld simply because 14is too dithicult a

Sty Yo Leart to 11'0‘ aven thouqgh thev were bheing taught how
CHAIR \ha' o theedolia ot capstabhinvestment ersas i d g of sales relationship?

MC KINNEY: Vel once ou get into i t's less than one-10-one: — and | perhaps should
Dt T Loed Ceapital i that sense One of e most dithica titungs to do s that you
T ke greal deat o Wning You have 10 g o large noamber of people to a very
Sopine tieated level of tra g and technical ko owledge in order to opetate a glass hber
tharatas tonng process And it not somettung that you can att rd to muss on, because
it you bty i qlass tank 1t s gol 10 operate 24 huuss.a day. seven days a week. for years.
It you unce shutl it down, sou have to rebuild it. 50 just 1o meit the glass i1s technically a
tremendous undertaking ! you have ot been n :t hefore

CHAIR: Is there any way "0 detennine, o 1o guess, what the tme span 1s {from ground-
brearin 1o 5tart up? 1s there a long lead-time fo start up new cap icity?

MC KINNEY: It somecne started from scratch today, without having any employees
whatever who were previc usly trained in melting and hiberizing glass, and they started
out 1o banld 0! 10 acquire the knowledge, design the planl'. and do all of that, you're
tate g abinut yedrs and 9(: 15 And the probability of failure 1s very, very tugh

CHAIR |-, there any possit tity ot g windfall profits tax, or some kand of provention davice

Stirtalated by the governmant?

MC KINNEY: | suppase yo s're never sale in precicting what the government witl do, but
at the present ime trom onr point of view, the tak of wind! all pro‘its with respect to fiber

gians intulgtion s ndiculons

CHAIR Thus gentiernan puints out the proposec egis.aticn mcve last year | beheve n
Connrene thal was ¢oing 10 1nveshigate the problem of 3ibestos VWhat s the statys of

et legesdahion

MC KINNEY Tl auts  9N400ralion 0f Sheiar Lot et Sahion for persons cuttenng

' B et et 3 SEgae TNAY L as S G sk L the gst Cangrest and
'L St e b e B e ettt at e T s are g nupmmber ot prot,
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oo plan Qut dea 1 Gropesng that 10 the amen people it the hirs! place was thd! te

Dot methiee !t o e ot e aree s b ey g Mairemipn e e e

ey Lt L R B

e amn 1y el Dert, cmsas s an e e e
e paenhiit GEts DTG and ancther is rona ded Gredls, dand they ve Latt gt the
Lt dhneates The doficulty comes e that then: higve heen several grouss Leer gt
A0 years,, whip are reesp onsihle tor the stuation that we have The governme st grie ook
teoset stardards e 1333 and the standards were nether adequatss no,0 were they,
eboc e S the s e T Ras Samue responsitibity for e popadation o peopls st
g Tatae M0ttay RN Baee gl lugsiy Deen harmeaed industry  Gbvinusky, 1 Teshons e
Tt e b Lt e D the otk evnonenendt Thie e dice robegsinn et
v Mee e o pant unbl Sy Y Lale G e e wkste bideine g cigeeteen g, goeerd
Ve, a0 g responuibie But o oee of the thinngs and we e pethag,s me,et
o s abat ot e one the tobater o 1 e g e tenponeabile than anyheody tor
Lt P g r:~-.';:.!.'1l:r|q form of the: disease There has never Loeen gn asbiestor,
woker yet whoe has hed fung cancer, who d 4 101 smoke cigarettes You can say for
Prat hea) purpaoee Lt for smokang cigarette s, no ashectos worker. regardless of
Cot e et jung cances One of the fights with resg et to this compensatinon tall g,
gl e ot oo cancfustty share i g P it e ompentabinng Antd obvious'y. you knoy

vehaatth gt ental v ine e The ot co ot oy sa tairly strang one

QUESTION tet debee 10 quesd bisr b b thee gapie i e i thiee Bt puatien, your yeat U peat
ooy el 0 eartng s on e pipe atea was 30 2 tulion To whal extent was this trom
I b Gt cCettient Dne area, dnd 16 what ¢ xlent war it from PVC pipe”? Alse. if you
St treab gown that nnprovement an terms ol wmprovemen' in the price/cost relation

S e rsuLnptovernern operating fates

PUNDSACK: Vv I} we- ha $improvementin profitadihty in both PJC pipe and in asbesios:
Cotti 5t panen e of the total earmings turnaround. appro« mately 30 percent came

T e gt et e et e area approsanaltely 70 percent from the PYC pipe area
CHAIR. Thens wa. o ot ot ot that 1tk Fred

PUNDSACK 1.t Giver y o the bredr down off the togof an ties 1d bhetwoen the improve
r'm-vv',\i Hom the b,pmulmg ates and trom improsed prnce wevels. There was. certainly in
1o Lawe of the AC pipe a sigmficant improvernent becaus~ of the improvement (n
Cptrating rates

QUESTION: 1 just wanted C get a beller et ng 0 NOR M Lo ontenlig omIoveMets

W e PVC pupe darted Are yOu et malh ot Joceptabio e in phle”?
PUNDSACK. "th:tir thete 1 SGMie impiovernent <ttt aheadd o the BV pne aten

CHAIR S oy we Paws 0wt ot a1 Grintk Ve “fiank yoag viery et bt

I . e . Ve B L X I
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The folliowing is a list of document:s that were submitted to
Davis, Polk in response to the Abrams litigation; copies of
these documente were not retained by the Leqgal Department:

1.

5
.

torm 10-K's for the years 1975 through 1979.
1979 Johns-Manville Investor Reference Book.

Johns-Manville Annual kRepurt: for the vears 1975
thrcugh 1979.

Quarterly Reports of Johns-Menville for the years 1975
through 1979 - excluding the s2cond quarter of 1977 and
the first guartver of 1978 ~ these cinnot be located
within Johns-Manville.



