cc: Mr. G. M. Halsey

Mr. D. S. Case
1959 FINAL CORSOLIDATED 15 October 23, 1959
OPERATING STATEMENT '
CHEMICALS ~-PIGMENTS METALS

The drsmatic inerease in profits of $2,841,708 was & combination of increased Ti0, and
poviered netals tonnage coupled with gross margin increase, plus elimination of 1358
heavy unusual expenses vhich were estimated at epproximstely $1,800,000 last year. The
reorganization work of 1957 and 1958 payed off in profits in 1959.

The most noteble achievement during the year was the increase of 50.2% in reguler TiO,
sales in the face of the competitive and oversupply situation existing in the industry.
Total Titanium sales, including Paint Division, were 33,506 tons compared with the
previous high of 24,189 tons in 1958. Almost the entire incresse in tonnage was in
regular sales since sales %o the Peint Division increased only 1,346 tons or 17.9%.

Along with the cales increase there vas just over a $15 per ton effective drop in cost
of sales. This vas accomplished in spite of high costs during the last six months of
1959. In the perfod March through August total packed average cost was $375 per ton
sgainst the year average packed cost of $351. This was brought sbout dy several factors;
(1) bringing the new acid recovery mnd crystalization unit on stream sterting in March,
(2) conversion to ore from slag snd the attendant operational problems, (3) using up
nigh cost ores, particularly Indisn Ore dought at the time of the Suez closure, {4)
increased depreciation charges in the last half of the year, and (5) solving the pro-
duction difficulties encountered ln mixing several different grades of ores. This lest
has been and continues to be necessary since the division must use up the various grades
that have been stored at St. Belena and also must have & systematic cleanwp of ores in
enticipation of mining operations which will commence in late 1961. Predcminately
because of the last two factors {depreciation charges will again increase this year) it
in estimated costs in 1960 will remain about the same as in 1959, averaging around $350
per ton for the year.

Cadmivm sales do not as yet reflect the progress that vas made in manufecturing tectmiques
this past year. It is hoped the sales impetus that is belng put behind our improved
products will result in favorable incresses in 1960. Sales the past four years for all
cadmivm, both reds and ysllows, have becnh:

1% 1958 1957 1956
Regular 339 tons 341 tone 353 tons 525 tons
Paint Division b T 210 29
Total 353 tons 8 tons 393 tons 55% tons

Even at this lov tonnage, cadnium produced a very significant $303,849 gross profit in
1959. This compared to $222,256 gross profit in 1958 on virtually the same tonnage, the
improvement almost entirely deing due to approximately & 5.5¢ decrease in yellow costs
and & 154 decrease in red costs.
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1959 FINAL CONSOLIDATED 16 October 23, 1959
OPERATING STATEMENT

Because of price increases Humond sales dollars incressed more than tonnage. Sales
dollars vere up 53.5% while the 1,637 tonnage incresse was 42.64 in volume. The bulk
of the incresse was 1,183 tone in copper powder and 425 tons in lesd powder.

With copper prices increasing, cost of sales of copper powder increasad $37 per ton,
but average selling prices increscsd $67 per ton. Conversely, with a falling lesd murket
cost of sales decreased $40 per ton, dut selling prices were held dback and decreased
only $33 per ton. Basically becsuse of this, Hemmond was able to show not only a sbarp
gales increase but also en increase in gross margin from 17.0% to 19.2%.

Lithopone shoved m slight sales tonnage increase over last year, but hovers around the
10,000 ton mark. The past five year record is:

Regular Paint Dividion Total
1959 9,320 tons 466 tons 9,786 tons
1958 8,650 5 2,17
1957 10,084 1,829 11,93
1956 7)310 2,656 ’ 9)966
1955 6,609 2,686 9,305

The fall off in ssles to our Paint Division reflects generally vhat is heppening to this
product in the paint industry. C-P-M has been increasing sales to the paper and other
industries, but the fall off in sales to the paint industry offsets.

Unit costs in 1959 were slightly better than in 1953 which reflected in an improvement
in gross margin from 15.5% to 16.7%.

Based strictly on Iithopone operations, with proper adjustment for its true share of
selling costs, it was estimated 2958 produced $101,000 in profits, and we estimste 1959
at ebout $125,000. This i sn spproximate 15% profit retwm on the $846,000 average
investment we have in Collinsville. Mr, Halsey has been and continuas to be fully avare
of the lack of growth potential we have in this operation and keepsthe entire situmtion
under close scrutiny. As you know the accounting ves changed Septenber 1 predominately
80 you snd other Directors could see the results without distortion of Ti0p camuission
transfers that hed been made in the past.

The C-P-M Division continues to have extremely lov operating expenses, averaging only
5.3% to sales. In epite of a $233,382 increase in opersting expense, the ratio to sales
vas down from 5.7 in 1958, The bulk of the doller increase was in galesmen's salary
and expense and cash discount, the latter being non-controllable and increasing with
sales. Even with the increased sales force the ratio of saleanen's salary and expense
to sales was only 2.3% as egainst 2.2% in 1958,
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