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Owens Corning, a global Company, serves consumers and
industrial customers with high performance glass composites
and building/}ma;eriais Systems.

Product/Market Ov i

Praducts

Drivars/

-Pamand
Growth Sategy

Bullding Materials

Insulating Systoma - B PENK Fibergias® insula- W Residensial and commiercial #® Residential ang commer-
World's teading innovator of ~* tion; PinkPles® feanning remadeling and new construc- cial remodeling owtpacing
insulating systerns offering Miraflex™ fibet; expanded tion through rewxilers, contractors  pew consinwtion in North
combined performance and PENK extruded poly- and to manufactired housing, America. Major presence in
benefits; world’s Jeading styrene rigid foarn insulstion;  Fabricated systems for original North Arnerica and Enrope,
producer of glass fiber insula- fockwool (U.K); AURA® equiprent manufacturing expandmg in Latin America
tion products; second larpest Superinsuletion; mechenod  including automotive, apphi- and Asia Pacific. Insulating
producer of foam instlation. and specialty insulaton. ance, office famiture, HVAC, systesms increasing roarkel
Insuluting sysiems can adso Foum also inclies agricultiral share and mke-per-unit.
inctude easerior sysiems tutldings, cold starage, highway
COMPIIRS, msudation,
Roofing Systems ~ B Promineace® and othér B Residential avst comimercial * Rervofing drives 80% of
Leading producer of itegrated trarded roofing shingles reroofing, remodeling and oo | demend, inchuding serodel
roofing systems a8 well as eonstricted of ghass fiber struction worldwide. Asphalt ing andt replacenent -
Teeding V.S, producer of reat and weathering-grade ased internally in manfacture tiomes historically need new
residentiat roofing shingles, asphalt; andeduyment and of residestial roofing producs roofs every 17 years. Brand
Leading US, mamdacturer of ridge vents, Industriat asphait  and sold to & variety of indis- feverage expanding distribu-
Industiial hsphalt and one of for cormercial roofing teies including roofing, autémo-  top; diversifying tomeet
the leading producers i the sysems, watergroofing, tive, chemical and rubber demand in ernerging masket:
world, saturants, ooatings and of Asia Pacific, Eastexn
adhesives, : Europe and Latin Amenica
Exterior Systems ~ & Exterior color-match ® Residentinl and commescial & Residential and commer-
Redefining the home buldding products include Lumioess™  remodeling and new construcs cial remodeiing cutpacing
market through an integrated, vinyl windows and patio ton throngh retailers, contrace rew construction in Nont
perforsmance-deiven, matd- doors, Fransitions™ vinyl tors and to panufactared Aroerica. Brard leverage
produnt offesing combining siding and higlestyle voofing  housing. Retsil includes home expanding markets, Material
exterior coker-miatclt systems, stingles; PinkWrap™ centers thal sell to do-ft-yoursef  systems mukti-product
yoofing systems, insulating polypropykene housewrap and professional customers, strategy increasing market
systerns and sound conirol CriistZons™ Acoustic Batts, share and take-per-unis.
SYREDBE,
Compuosite Materials
Glasa Fiber/Rewin ® Glass fibers i ryriad ® More thant 40,000 end-use * Global rend of mawrials
Systems - Worki's jeading g - forms including chopped applications in multiple indus- substitation driving growth.
producer of glass fibers wsed in strands, woven mats, yams, sries including ransportation, Expandmgapphcanomand
LOMEOSINeS ~— & raterial patyester resins through joint  electrical/electrornics, construce markets incheding fra
systeen made of two oy more vinture aperation. (lass sion, recreation and others. End-  struchere applications,
Lomponets, &8, Tesin st fiberfresin systems replace sz products range from Dwens Camning ireasing
glass fiber. Leading Norsh vaditional mareyials ke automobiles 1o chrewit boards; corpasiles capucity by
American producer of poly- wood and metals, providing  From utidity poles and roofing 30% over nexs two years (o
ester resing and one of the fower cost, Hghier welght shingles to skis and hockey meet demand,
ieading producers in the workl, and greater steength, sticks,
Pipa Syuterms « ® Corrosien-resistant, Jarge- W Sold direedly 1o goverrments W Drivers inclhude popudas-
Mamsfacturer and marketer diaricter {one to 12 fees), and private induszry for major tion grawth amd major infia-
of glass reinforced plastic glass reinforced plastic pipe  nfrastructure projects such a8 structure development and
(GRP} composite pipe systetns, including Flowme®  water, chemical and sewage replacement, especially in
systesns Tor-water wnd waste - goupling pints, GRY pipe transport. Uses sange frompow developing countries. New
transport. Provides ow ¢ost systems, manufacred with  sysiems to replacemont of operations, including China,
eatry into new and develop- proprietary technology, plass  outdated systems of traditional Spain, Argenting and
&g markets, fibers and resinz, are sasiey manials like steel and concree.  Cotombia, bring global man-
to transport and instalf. ufacturing facitities to nine,




THE CHAIRMAN'S PERARSPECTIVE

or pie, ene of the stand-out events of a stand-ont

Owens Corning year was a diversity training session a few

.- Months ago in Taledo that thrze of my top reports helped

UL

present. T cotid not be there, which furped 0st to be a good thing; for as
attendess fold m; Iater, this was the meeting where they Finally and totally
anderstood fhat the vision of achieving a representative workforce is not
mine aione,

The fact that it never was ming alone Is quite beside the point,

It was perceived that way — as bave been a fof of other mmcmmsm;mywammmmmm
like it or not, “'perception” is what counts.

| A related and equally welcome development is my corpasate colleagues’ dwindiing wee of the presst, “this s what
(ler wants,” which among investors was transiated to, “T want to hear Glen say it While flattering on the sutface, the

impdication of these two messages gets 1o the heart of the greates challenge o Company bas Yag 16 face w- and inerefore 10

the positive tuming point that was reached in 1993,
T am speaking to the linked issues of interaal ownerstin vl exsemal credibifivy - of the need {or each and every
Owens Coming employee to personally bry-in to the Company’s new goals and corporaie culture, and for investor and
business audiences to discover that they cin believe the Quens Corring story even when Glen Hingr does not personally 168 ir.
As much us any other achievement, | take pleasure in the progress made on these two ¢ritical, atbelt intangible fronts,
The result is a new, fardigher kevel of Owens Corning creditility that alveady hes paid off In meyy ways, noi e least of Which

was 1995 nearly $1 biltion gain in market capitalization.




! From 2 purely objective financial perspective, our performance was equally strong, For the fourth consecutive year
and 16th consecative quarter, we mef our goal of reponting higher eamings than fhe same period the year before.

Owens Commg’s et COmE, excluding & one time 18X benefit of $8 million, rose 40 percent to $223 mitlion or $4.25 per fully

VT Abeiag: =y

diltned shase in 1995, compaed to $159 million, or $3.35 per share in 1992, Record 1995 sales of $3.612 hillion, were up
§ percent or $261 millfon from 1994’ $3.351 billion,

1 am now four years imo my tenure at Owens Coming, and there are four fo go before the year 2000 rolis around with
its 1arget of $5 billion in aggregate sales. Thinking back 1o how people’s eyebrows shot up when we first put that nuember down
on paper makes it lf the more satisfying to report that owr performance pace is shead of schedule, That is 2 good-news story
with components I will ghlight a paragraph or two down the page, but not befmsmnenmm:ryooamms on our single
most stbbom negative.

My reference, of course, is 1o new ashestos claims, which totaled about 56,000 in 1995, up from approximately

T 25000 !he year before, The vast majority of new

claimants ane tt sick. My persoual opinion is that

2 grens

many of the cases were filed by lawyers eagerto

rarimize thelr fees before 1on rdorm egisiation

B

goes into ¢ffect in Texas and iHilinois. Be that as it may, polis suggest that the American public has caught on to the Way our civit

Iaws are being sbused by cynical elements within the personal injury profession snd are dermanding overdue change.
For now, what counts s that our Company’s liability risks were, anz and will continue to be entirely manageable.

We continue to pay lepitimate claims and to fight those that mu@ma&shexpendiweémmmmgmmmecﬁm.

Most important, the favorable nonproducts insurance settfement reached by the Company during the past fiscal year prompted




virtualiy 1l of our investment analysts to agree with our long-held helief that there is alight at the end of Owens Corning’s
cotrtroom funnel,

¥ ers \Iviii do wefl to study the whole of this rcpon,.becam the amour;f of spécc Tuse in:th;s publication does not
alow me to-do justice to the year's many accomplishments. That said, bere are 2 few that come immediately to mind:

¥ The drive for global cxpansion accelersted in 1995 with the net addition of 1,300 new jubs, We opened our eighth
large-diameter ghass reinforced pipe plant in Spain; establicherd 2 pareperchip to ild & greenfield composites plart in Talojy,
India and announced plans to add 280,000 meric tons

of werldwide mm capacity over 190 levels,

100,000 ons of it available in 1996. Meanwhile, in China,

we opened two plams, one for pipe, the other for insulation,
and signed yet another insufation joint venture to serve the rapidly growing China market, A personal highlight of the year was
seeing that first Owens Coming lopo go on display at our distributor jn Guangrzhou.
¥ Productivity initiatives were headlined by the well-publicized launch of Owens Coming Advantage 2000, a 108-week,
""" global, enterprise-wide reengioeering effart designed 1o give (he Company workd-class operming Lapebilities Swongh be paiing
of simpie. common global precesses with state-of-he-ant technology. In keeping with our style, the timeline for completion is as
ambitious 3s the savings goal for the pm@ct.bothofwh:‘ch we fully infend 10 meet.

W Acquisitions during the year included Western Fiberglass Group, Soltech, Inc., Fiber-Lite, Falcon Manufacturing and

Delsan Industries, Tnc. — companies that together contribuited o our capacity in small furnace technologty, instlagion products,

f!OEystyrene products and viny} windows and doors,
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% In the area of new products and market development, our building materials business now feamres systerns and
solutions for the entive house, including glass fiber and foam msulation, siding, roofing, windows, patio doors, housewrap and
RCOUSHIC ha'i'iﬂs‘lmddﬁ up to a further sirengthening of Owens Coming s relationship with the retail and builder channels.

“There is much more, For ex_ampic‘ Compriterwortd named the Company arnong the year's 100 Rest Places to Work;
R&D Magarine selected AURA® Superinsulation a5 one of the most echnologically significant products of 1995; and
Popular Science put our PinkPhas® insulation featoring Mirafiex™ fiber high on its roster of the “Best of What's New.™

Twelve ‘inombs ago, L wrote that 1995 was going to be a “pivotal year," which frankly, in our siage of development, is
about as safe a prediction as one can make. Weil, 1996 is going fo be the same, only more sa..for‘in addition to the dependable
array of sales gains, new product launches and global expansion hﬁ:ia{ives, we wil be moving our headquanters to a new and
very business-friendly buflding across and down the street.

There are some things that we will want (0 feave behing - interaliy-focused or hierarchical thinking, for example,
amd the type of narow product loyalty that comes at the expense of the increasingly important Owens Coming umbrella brand.
Far longer, however, is the Hist of hard-won gains that we 'l be 1aking along — like the fast-spreading wiltingness to take risks;
a sharpened focus on the customer; and the plan to expand the tvpe of ingrediens branding that worked so well for the K2 ski

with Advantex™ fiber,

1 look forward to keeping you informed.

/% o

Olen H. Hiney




WE MAKE THE DIFFERENRCE: GLOFALIZATION

n a swiftly growing global market, geographic expansion is a compatitive edye oritical to
maintaining Owens Coming'’s worid jesdsrship pasition. Increasing balance, anf # brosdar reach
of business avross markets a.md acémmi;é, wovide groater sales opthm and lessen

susceptibility to adverse focal market and sconomin factors. Emerging markets around the world offer tremendeus
potential for Owens Coming 1o expand the balance and breadth of its businesses, The Company s agaressively targeting these.
developing countries and rgions, as well as expanding existing markets with new products and apphications. Sales outside the
UnitedS!alesini%Sme?pmmtoftomlmupﬁmn%mminiw. |

Aggressive gioba! marketing demands global manufacturing capabilities, In 1995, Owens Coming
opened its irst insulation piant in China with 2 second opening in Shanghai in 1996, The Company opened

anew pipe plant in China, its fiyst in Asia Pacific, and two pipe operations in Spain and Argenting. A ninth

R deveioproenn, The rapidly-growing trend toward materials substitation has created an explosion of new apphications for composite

fmtmonmg meker, OGMCTEALS, 0 nittrnevous indusiries. As the world leader, Owens Corning s meeting this trend with an increase in composites

clot it ARD Paic,

m?‘% capacity of 36 percent over the next two years, This increase accounts for about half the total industry increase, far outdistancing
W Oneaers Clzing e

oo swio  he two largest rivals. A new composites facility is scheduled fos India in 1998,

shEN: Yo e gional

increased brand awarcness, through use of the corporate logo, trademarked color PINK and Pink Panther jcom, heips

COwens Corning leverage its market leadership around the world.

Shoppers #: the Noak Oweny Ceenimg PINK
Lotwdon retill ourkt B&Q e, lod dry e Pk
found nivks Moxked high Pumbes. bt the Lnitag
with FINK Supawep™ Riagdorr. Smide
msubiou in 1995, fepree D E0aT #3¢ pleved
teivng theintadiurgion of Tor 38Eitioned Fyropean
UNFES,
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The K88 trade show, a “plastics “fhe Evrnpean avio indisry, trditions
ally focsuas an Cotkpsics suenon]

world fair” held in Dusseldorf, :
Germany, exemplifies tha rapid £h%, exnpeaties choctogy s cvecr
grawth of the campasitas indeustry Sody gancls, d4lotneeine bdy gaseh ot
end Owens Coming’s feadership et )
position worfdwide. The Compeny stylish, aesochymasic thapes. Jike: iy
showcased 8 myriad of the nowast, ﬁm.fmf'“m
;nm innovati;: mnﬂm mé:wmwt; ke s vl
rom pround . : ’ B v Al Bt
incleding Courtaulds srmorad Foles i o s e Ada.
vehicles, Velocity air¢rafe,
pittomotive body parts and

_ flexible pole vaulting syuipment.

. .‘;:.,-.- .

Ewaans it Pipe Beawane.
won» 314 m| iy coramce 2n
1995.40 Mpry aepe iameter
1685 deinfonced pipe fov
Bolvwma't Nowtp- Spush Catéer
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PLANL wi arnouriced plin fo
e oapacsly i E996, Cphain:
Temtda, SMIT Fopateinor, i
4 sectlon of pipe.




BEF o8
§ £ 324
S
i
mwmmmmmm
Sz5E58E;
m.wmm 1§
A
HHHE
BT
.smw.mm.wow
g g F8E
H L
mmmmwmmm
ST

e R

U0




WE MAKE THE DIFFERENCE!: MARK#I'%‘S

wens Coming is porpetuslly expanding snd redefining al! markets in which it competes.
Growth in existing markets th.fough expanded product offerings and increased take-perunit,
"combimdwith new market development, increase share gain, ;nazket penatration and
business betance. Leveraging the Company s leadership position and unigue industry insights, Owens Coming is redefining a
mature building maserials market through its multi-product systems approach, In 1996, the Company
infroduced its first truly integrated, multi-product home building materials system. The soategy allows
Qwens Coming to increase sales where it already has high product share, and grow that share profitably.

From less than 51,000 per 1,806 square-foot house in 1993, Owens Corning Increased jis fake-per-unit

oppornmities 10 85,000 or more in 1996, while capitalizing on the growing home mpmvcmem market,

Drutins Ceonlog's exeemaive,

Creating a new market for glass fiber within the building materials industry, in 1996 the Company introduced i
Ve, friovides emARTished

QuistZone™ Acoustic Batts for advanced sound control, I response to 3 growing trend, additional COMPONENLS e o i i
Sion yp v 19 o

of an mtegmeé acoustical system will be introduced in 1996, L’ﬁm“;%"ﬁm
| Glass fiber for composﬂe tiaterials NOW constinites aeariy one-third of tatal sales, with approximately one-half from
outside the United States. As the world leader in glass composite materials, Owens Corning s taking advantage of its fow-cost
position, chnical leadership, global distribution network and strong customer relationships to agaressively grow the composites
business worldwide and expand applications. For example, take-per-vehicle is inzeasing in the wearldwide automstive dadustry.
growth in electronics inchudes cellular sechnology and fiber optics; and the construction market is substituting composies in 2 wide

A

ratge of infrastructurs-redated products, inchuding I-beams, bridpe decks and concrete reinforcements.

v NG mRgl, papiakalng 08 Bt
-5 brothedits Caver ndlional praczviaks.
T CONGRGE B e pund e nysibet n
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WE MAKE YHE DIFFERENCE: INNDVATION

utting-adge innovation, in all facets of oparations, is # driving force

ot O}Mfrnf'Can!.ing and a leading campetitive advantage, Customer

f::;usad and bottomline oriented, tha Company’s impreasive harltage
of isnovation, incorporated into the corporate strategy, resiits in product, process and |
servive excelience essontinl to globat growth, Market-focused innovations not only create new products
and spplications, but speed conemercialization, lower costs and create efficiencies in manufacturing and business

processes, At the forefront of resewrch and development around the worid, Owens Coming's Science & Technology

Center delves into new areas beyond existing business and enhances the Company’s world leadership position,

was & great commercial suocess in the 1995 United States rollout,

LConsutrers kaie 320840
FeHoates felsusss

of bcting madeci,:!s
Eysiems «t dn

Crwese, Comlogie-coee
compuret Kioek, beiefit-
ing cuptamen thice o
odyzalion 4 tewiles
thaough hipher potertal
gales. Covsurndys 2,14 {0
€dtt the 3 BOLEET. PINK
A Comes, wiz, 9O%
af pa¥ers wosng oo
Orwene Cotting proioTs,

Innovation is characterized by Miraflex™ fiber, the industry’s first new form of glass fiber in
nearly 663 vears. Possessing properties never before associated with lass, the flexible, resilint fibess offer

numerous application opporfunitics. PinkPlus® Insulation feamaring Miraflex™ fiber, its first product application,

Another first for the indostry is Owens Corning's Prominence® shingle, ai‘sa intendhced in 1995, created with 2

proprietary blander technology that produces a uniquely styled, high-performance shingle at Jower costs. In composites, the

Composties Innovation Center develops process techniologies, allowing reinforcements 1o penciraie markets where other

Innovations in markesing technology make it easier for customens to do business with Owens Coming and position the

Company as & markefing panner they can’t afford to do business without, Owens Comning’s new Markeiing Solutions Center,

interactive in-store Kiosks and Internet home page provide information and education for Customers and deafers,
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- Bob Lonergan, Vice President of the

Science & Technology organization,
leads the group with an aye oy the
bottom-line to excal in cotting-adge
innovations like resilient Mirafiex™
fiber, the industry's first new glags
Hher in nearly 60 years, and
Prominence* shinglos, oreated with
propristary new technology.

Proent fiings have Intressedt
410% over 1992 el
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Ajded by advanced computer Sekar Venketaramen, Manufactaring
systams, closed circuit monitoring . Enginesr; snd Jenny Harber,

and rohotics, four 165-member goih  Technician, van movse 0 aasist at
diracted work teams alternate shiffs any paint in the process whije stiit
to enstire the Jackson, Tennessea,  monitoring his/her assigned station.
composites piant rung at optinnum  This Automated Guided Vehicle

sapacity arosnd the clock. With automatically moves cartons

only one overall job description batween the warehouse and pack-
and cross-training in alf aspacts. out area. When not on a ran, it will
of operation, team members take itself 10 a docking station to

Chris Rishop, Tochnician; recharge its battarias,
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1 ’ WE MAUE TAE DIFFERGNCE: PRODUCTIVIYY

neraased produstivity, a limitiass ohiective for Owans Corning, contributas
diroctly to the bottom ling through fower costs, reduced cycle times, faster

! response and improved customer setisfaction and ampioyes morale. The

Company strives for and achisves innovative produstivity improvements in nll The 1505 aj»cu A

o G4 Magwiine .

. Mmcm,_mwm

sroas of business, from manufacturing to business processes to sdministration. Owens Coming MM’: mfmmm'

.. . . . Ve . e . Omm;cm i

made significant strides toward increased productivity in 1993 through the creative initiative and solutions of }mﬁﬁﬁ

0N B S0t o] SOORRNE

s, _ : . i grogtam; pessbnmg

employees around the world. Completing &is first full year of operation in 1995, the redesigned composites plant in e
(] 3

syslrmhf,nd resitkaig ¢

V3§30 mailon o e

dackson, Tennessee, now nins at full capacity with one 35-member team per shift managing the entire process. With ooz swgs

- an empowered work foree, costefliciency snd superion guadity, the Jackson plant hos redefined standards of manufurctoring not
onily for Owens Coring, but the enfire industry,
1995 marked the launch of Owens Coming Advantage 2000, 2 global, 100-week, enterprise-wide business process

reengineering intiative, With total investment one-third Jess than maintaining the status quo, and expected contribution

i
|
f

estimated at $50 million in anntad cost savings, this initiative represents improvement in quality of pretax camings by  full
percentage point of sales.

Quwens Coming’s extensive reenginsering of financial processes was recognized in 1995 with the REACH Award
from CFO Magarine and MasterCard, for overat] excelience. Winners iHlustrate the ability 1o “think outside the box, break
fules, shaster asomaptions, and find redically vew and beter ways of doing things,” waid one judge. Sueambined firemcial

processes focus o shareholder issues and represent an additionat $26 million in annual cost savings.

woeas $0 B Btnuton,
it pperwark ¢
mos Marsactann sl
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et it Be el aver
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bunipess 1eas, SchecEaing
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WE MAXE THE DIFFERENCE: LEADEREHIP

chieving ambitious goals tdemantds strong jeadership to faverage the

Company’s strengths and Implemuant aggressive growth strategies.

Obm(.'omlag‘swd
Owaens Corning Joadera, both veteran end newcomer, trace success to e e o oo

Tocodnene fpon: the Rio S
#Mil&l&y\mmwﬁ.ﬁﬂ ]

empowsring their paople ta take ownarship of the Owans Coming growth strategy. mmb’m“mm’,:ﬁtfg
Movicr Gilan Miser and Chavtic Bang,
Exetative Vigs %imﬂl‘vf

Onwens Coming's superior feadership tearm, a core of seasoned Company leaders combined with SHAIREIC NEW  prveain vit: Qe Conies's

1995 Yollinaer of dve Yau awod,

additions, affords a breadth of talent and depth of expertise not often duplicated. Successful global expansion requires expesience

and 3 detaifed knowledge of the business. Spearheading this effort are Chuck Bland, President, 1.atin America/Africs; Cart Hedlund,
President, Asia Pacifie; Warven Ksiowiton, Presidem, Building Materials—Europe; Scott Koepke, President, Pipe; and

Fittimios Vidalis, President, Composites — with a combined tenure of 107 years,

New leaders bring fresh insight and innovative thinking. Senior Vice President and Chief Financial Officer

Diavid Devonshire, who joined the Company in 1993, directs 2 team dealing With sophisticated financia) management

* }

OwesConany's  Weinstein, President of Specialty and Foam Products, came to Owens Coming with the 1994 acquisition of U Industries, Inc.,

in snore than 30 counries. Acquisitions also 203 strong leadersiip 1o belp e Company grow in new directions, Jemy

Mo Amarke g 45 directing expansion of e faasm products ssd window businesses. Lesdership sets 2 colture with pimphasis on a safe and

AoTpicsied

wines.wwt  supnortive work esvironment, making Owens Coming a prefemred place of employment. The Campany’s strong leadership heritage
also benefits diverse world communities. Reginaldo Murari of Rio Claro, Brazil, was naned Owens Coming's 1995 Volunieer of the
Year for his many houss of service with the homeless and AIDS prevention. Cotporate parthering with Habitat for Humanity included

the 1995 Jimmy Caner Work Project and the Build a Dream™ Super Blitz "%, co-sponsored with e Nationad Foorball League.

.
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Prvid Devambive, Chikf Eapid 10 Bt it
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Jerry Weinstein, Prestdeny of

Specixt:y and Foam Products, typifies
Owens Carings entrepreneusing
spproach 1o axpanding new markets
and introducing new progucts, teading
the Company’s entry into the foam
products industry with expanded and
PINK sxtrutnd foam inadation
products, and the
expansion of the vinyl
windows, patio doars
and vinyl siding
bisinesyan,
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Management’s Discussion and Analysis

{A# per share information discassed below Is on a fislly diltired bosis}

et Salos Results of Oparations
G miiotes of dollers) Net income for the year ended December 31, 1995 was $231 million, or $4.40 per share, compared o net
4% incorne of $159 mittion, or $3.35 per share, and net income of $131 raillion, or $2.81 per share, for the years

ended December 31, 1994 and 1993, respectively. The 1995 earnings growth reflects pricing gains and the

benefits of acquisitions, as well a5 2 one time gain of 58 million or $.£5 per share which was the result of 2

tax Joss carsyback, Excluding the inipacs of the tax benefit, niet incormie for the year thded Decesber 31,
9595, was $23 million, or $4.25 per share. Please see Note § to the Consolidated Financial Statemenns.

3260

Net incomse of $159 million for the year ended December 31, 1994, included the following offsetting special
Hems: an afier-tax gaip of $123 million, or $2.45 per share, reflecting & change to the capital method of
accounting for the rebuiiding of glass mehing facilities; an after-tax charge of $85 million, or $1.69 per
share, for productivity initiatives and other actions; a non-cash, after-tax charge of $10 milion, or $.20 per
share, 10 reffect adoption of Statement of Financial Accounting Standards (SFAS) No. 106, “Employers’
Accounting for Postretivement Benefits Other Than Pensions,” for plans outside the United States; and a
non-cash, afier-tax charge of $28 million, or $.56 per share, to refiect adoption of SFAS No. 112,
“Employers” Accounting for Postemployment Benofits.” Please see Notes 6, 16 and 17 10 the Consolidated
Financial Statements.

RTII T T4

Excludinyg special items, niet income for the year ended December 31, 1903 was $118 mallion, or $2.56 per
shaye, The 1993 special iterns included s credit of $26 million, or $.33 per share, for the cumulanive effect of
adopting the accomting standard for meome taxes (SFAS No. 109 a one dme gain of $14 million, or

$.29 per share, reflecting & tax benefi resulting from 2 revaluation of deferred taxes, offses in part by an
increase in the Company 's corporate fax fability, necessitated by the increase in the federal statutory tax rate;
an sfter-tax charge of $5 miltion, or $.10 per share, for the write-down of the Company’s hydrecarbon
ventires 1o their net realizable value: and a charge of $23 miltion, or $.47 per share, for the restructuring of
the Company's Furopean operations. Piease see Notes § and 16 to the Consolidiated Financial Statements.

Net sales were $3.612 billion for the year ended Decembier 31, 1995, reflecting an 8% mcrease from the
1994 Jevel of $3.351 billion. Net saley in 1993 weye $2.944 billion, Most of the 1995 growth is attributable
to pricing gins schieved worldwide, with incremental growth resulting from acquisitions, which ocowrred
*Excludting speciol inens mid year 1994 and throughout 1995. Please see Note § to the Consolidated Firsancia! Statements, Safes
ensside the 1.5, represented 27% of the total sales for the yeay ended December 31, 1995 compared 10 24%
for the years 1994 and 1593, Gross mangin for the year ended December 31, 1995 increased 10 26%,
compared to 24% and 23% in 1994 and 1993, respectively, reflecting primarily pricing gains worldwide.
Eamings before inrerest and taxes (EBET) from ongoing opsrations increased to $412 miliion in 1995, from

. $343 miltion in 1994 and $267 miltion in 1993,
e in the Building Materials segment, sules increased 6% for the yesr ended December 31, 1995 compared 10

{994, This growth refiects pricing gains, and incrementf saivs from the 1995 acquisigions pantially offset by
a decline in vohume, particuiarly in the Canadian markets. Income from operations for Building Materials
decreased 9% from 1994 levels, after excluding the 1994 charge for restructure and other initiatives,
primarity dite 10 the weak sconomic conditions in Canada and start up costs associaled with the Company’s
new insulation plant in Guangzhow, China.

Buiiding Materials sales in Burope increased 45% over the 1994 level, primayily resulting from a full year of
sales from the June 1994 acquisition of the United Kingdom based insulation and industrial supply
businesses of Pitkington ple (the “UK Aoquisition’?, and the addition of a seoomd production line at the

o :




g‘m _— Company’s msufation plant in Visé, Belgium, Late in the thind quarter of 1995, the Company hegan
she osidlions of doflarsy shipping product from its insulation manufacturing facility in Guangzhou, China and announced plans for
the construction of its second insulation plant in China, to be butit in Shanghai, Roofing margns improved
Not Sates $3,612 in 19973, driven primarily by improved pricing, and volume growth, including the successiul introduction of
Prominence® roofing shingles. The window business achieved significant sales growth and productivity
improvements during the year, but fas not yet reachied break-even. In the foam nsulation and related
- product markets, the Company has expanded its position with the acquisition of Falcon Manufacturing of
Michigan, Inc, The Company also completed four other acquisitions in 1995 which are expected o
contribute to the Cormpany’s averall growth strategy, ‘These acquisitions increased the Comvipany's smal)
furnace technoiogy base, as well as expanded its position in fabricated systems for the original equipment
manufactuning market and its producs offering for the window market. The Company further expanded its

B Beitdi

Morriats 2406  Building Materials muiti-product offering in 1995 with the Introduction of two branded products,
W Compasi Teansitions™ vinyi siding and PinkWrap™ housewrap,

atovicls $1.208 y g —

I 1995 Miraflex™ the revolutionary new form of glass fiber developed by Owens Coming which

" combines two different glass compositions into one fiber, was successfully infroduced to North American
markets in i first cornmercial application, PinkPlus® insulation featuring Miraflex™ fiber. The Miraflex™
fibers are fexible, 50ft to the toueh, vistually koh-free, resiliont and form-illing, characteristics not
normally associated with glass or inorganic fibers, which is driving the success of the new fiber,

In the Composite Materials segment, sales increased 12% for the year ended December 31, 1995, or
approvimately 20% excluding the Company’s previously consolidated polyester resins business, discussed
below. The Composite Materials sales increase, driven by strong werldwide market demand, s atiributable
to volume and pricing gains, coupled with favorable cumrency impact from Buropean markets. In the US.,
sales increased shiphtly, whike in Ewrope, the Compiiny's commposites operations benefited from Europesn
econornic improvement which resulted in increased dermand, coupled with the positive effects of produc-
tivity initiatives,

In 995 the Company announced plans to expand global composites capacity by 135,000 metric tons by

W Buiiting §997, with a significant portion of the new capacity coming from the refiring of the second furnace at the
w S Company’s Jackson, Teanessee FacHlity. The remaining expansion will be at other existing faciiities in the
e szzs  US.Huvope, Asis-and Latin Amesics, The Company in 199 begin 4 new large diameter glass reinforced
—“. i —— piastic {ORP) pipe facikity in China, pipe joint ventures in Spain and Argenting, a5 well as & composite
Excludes general corponae materials service center in Cojombia. Early in 1996 the Company announced the formation of 2 pipe joint
e nf S31 venture in Colombia, increasing the Company's global presence.

Prring the third guarter of 1994, the Company entered inlo a joint venture with Alpha Corporation of
Tennessee, whereby the two companics combined thelr existing resin businesses for fifty percent interests
in AlphafOwens-Corning, 1.L.C., the fargest manufacturer of polyester resins in Nonth America, Please see
Note 5 1o the Consolidated Financial Siatements,

The Company’s cost of borrowed fimds for the year ended December 31, 1995 was $7 mitlion fower than -
1094, reflecting decreased borrowings resuhing from the conversion of the Company’s 8% convertible
Jumior subordinated debentures inte shares of commaon stock. Additionslly, the procecds from the issuance
of $200 million of convertible prefarred securities were panially vsed to pay off the Company’s shortierm
crodit facility, established during the second guarter. of 19%4 10 fimance the U !( Acquisition, Please see
Notes 2, 3 and 4 to the Consolidated Finarcial Statements,

®




Genumvhg:a At Deceraber 31, 1995, cenain of the Company’s foreign subsidiaries have tax net operating loss carmyfor-
in ,?,um, Q;d‘,g::‘,, wards of approximately $27 million. The Company has 3322 million in net deferred tax assets a1 December
31, 1995, 2il of which management expects will be realized throngh futtwre income from operations. Please

NotSmies  $3g12  See Note 810 the Consolidated Financial Statements.

_ Ealy in the first quaricr of 1996, ﬂ}e'Company completed the sale of its shase in a Japanese affiliaie, Asahi
*Yiber Glass Co. Lad., 10 its panner Asabi Glass Company for approximately $50 million and reslized 4
pretax gain in excess of $25 million. Please se¢ Note 12 1o the Consolidated Financial Staternents,

Liquidity, Capital Rasources and Othor Related Matters

Cash flow from operations, exciuding ashestos-related acsivities, was $342 mithios for 1993, compared
$361 miltion for 1994, The decline in cash flow from operations from 1994 10 1995 was due inpart to
funding of & Voluntary Employee’s Beneficiary Association gust for tax planning purposes. Total receiv-
ables &t December 31, 1995 were 315 miltion lower than the December 31, 1994 {evel due 1o the sale of
$50 million in receivables early in 1995, resulting in & t01al of $100 million of receivabies sold under the
1994 sales agreement. The receivables sokd were largely offset by increased sales in 1995, Please see
Notes & asd 1G 10 the Consolidated Financial Statements,

| Unined Stater 2,643
W Eurape 723
B Canuds aud ather $245

At December 31, 1995, the C‘mﬁpany s net working capial was negative $9 miflion and its current ratio

was 99, compared (0 negative $143 nillion and 87 at December 31, 1994, and negative $49 million and

84 at December 31, 1993, respectively. The increase in 1995 was due in part to decreased shon-term
ncoma rom borrowings 4s a result of the repayment of the Snancing used for the UK. Acquisition. Excluding the
Operations $aaz impact of the shortaerm bormowings used to finance the .. Acquisition, the Company’s net working
capital was niegative $33 million and its cigrem ratio was 97 at December 31, 19%4.

Diuring 1993, virmally all of the Company’s $173 miliion issue of 8% convertible junior subardinated
debentures were converted, Debentires not convented Were redeemed for cash. The conversion resulted in
the issuance of 5.8 million new shares of common stock. Also in 1995, Owens-Comning Capital, LE.C., 2
Delaware limited lability company, of which all of the common limited company iterests are indirectly
3 United Seaes s230  ovwned by the Company, issved $200 muillion of 6,5% cumulative convertible preferred securities. The

W Lurgre $93  proceeds from the issuance wore laaned to the Company and partially nsed (0 repay its shori-term credit
Wlanado andomer RIS facifity. Piease see Notes 2 and 4 1wy the Consalidated Fitunchal Stirrrems.
-aum%mr«mw The Company's total Wgs 2t Decensir 31, 1995 were $893 miltion, $319 million fower than at
et

year-end 1994, primarily due o the copversion of its 8% convertible junior subordinated debentures, ang
the repayment of debr through (he issuance of the above mentioned prefesred securities,

As of Decemmber 31, 1995, the Company had unised lines of credit of $358 million available under Jong.-
term bank Joan facilitics and an additional 3239 million vnder shost-teren facilities, compared 3o 3283
mitlion and $91 miltion, respectively, at year<nd 1994. The increase iy unused available lines of credit
reflects increased avaiability, primarity in foreign credis facilities, a decrease in borrowings end a decrease
in outstanding fenrers of credit supporting appeals from askestos trials. Such letters of credit reduce credit
availability bnder the Company’s long-ferm U.S, Joan facility,

. Capial spending for property, plant and equipment, exclading acguisitions, was $276 milfion during 1995,
At the end of 1995, epproved capital projects wese §134 million, The Company expects that funding for
these expendisures will be from the Company’s operations and external sources as required.
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Gross payments for asbestos litigation claims during 1995, including $48 million in defense costs and

$6 million for appeal bond and other costs, were $308 miltion. Proceeds from insurance were $251 milbion,
$500 mmillion of which was received as a prepayment of a third quaner 1995 settlernent with a major inster,
which confinmed the Company’s access 10 $330 million of insurance for payment of asbestos Hitigation
claims. Excluding the impact of the $100 million prepayment by the carries, cash flow from asbestos refated
activities was 2 net pretax cash outflow of $157 million, or $94 snillion after-tax. Dusing 1995, the
Company received approximately 55,960 new ashestos personal injury cases and closed approximately
2B} 900 cases. Cver the next twelve months, total payments for asbestos Etigation claims, including defense
cosis, are expected to be approximately 32506 million. Proceeds from insurance of $100 million ave expected
to be available to cover these costs, resulting in a ret preiax cash outflow of $150 million, or $90 miltion
after-iax. Please see Note 21 1o the Consolidated Financial Statements.

The Company expects funds generated from operations, together with funds available under long and shont
settn bash foan facilities, fo be sufficient fo satisfy its dubt service obligations under its existing indebted-
ness, as well as its contingent labitisies for uninsured asbestos personal injury clairns.

The Company has been deemed by the Environmental Protection Agency (EPA) to be a porentially respas-
sible party (PRP) with respect to certain sites under the Comprehensive Environmental Response,
Compensation and Liability Act {Superfund). The Company has also been decmed a PRP under shmilar
state of Jocat faws, including two state Superfund sites where the Company is the primary generator. In
other instances, other PRPs have brought suits or clamms against the Company 25 a PRP for contribution
under sich federal, state or Jocal Jaws. During 1995, the Company was designated as 2 PRP in such federal,
state, local or private proceedings for nine addifonal sites. At December 31, 1995, & totdl of 42 such PRP
designations remained anresolved by the Company, some of which designations the Company believes 1o
be erroneous. The Company is also involved with environmental vestigation or remediation at a number
of other sites at which it has not been designated 2 PRP, The Company has established a 320 million reserve
for its Superfund (and similar state, local and private action} contingent Habilities, In addition, based upon
information presently available to the Company, and without regard to the application of insusrance, the
Company believes that, considered in the agirepate, the additional costs associated with such contingent
Labilities, inchuding any related Btigation costs, wifl sot have a materially adverse effect on the Company’s
fingncial position or results of pperations.

The 1990 Clean Alr Act Amendments (Act) provide that the EPA will issue regulations o & number of 2ir
pofiutants over a period of years. Untll these regulations are developed, the Company cannot determine the
extent 1o which the Act will affect it. The Company anticipates that its sources to be regulated will include
glass fiber manufacturing and asphalt processing activities. The EPA’s announced schedule is 10 issue
regulations covering glass fiber manufacturing by late 1997 and asphalt processing activities by lase 2000,
with implementation as to existing sources ap to three years thereafier. Based on information now known 10
the Company, inchuding the nawwe and limited number of regulated materials it emits, the Company does
ot expect the Act to have a materially adverse effect on the Company's results of operations, financial
condition of fong-term liguidity,




Ten-Year Summary of Operations

{En miilions of dollars, except share data and where noted)
8935  1094M 1993« 1002¢ 100 10007 J9ROwM 1588 o3V 19RG*

Net Siles $3,872 § 3351 $2940 §F 2378 $2753 $3069 32068 $2798 $2857 $ 3608
Cost of Sales ' 2670 253 2266 2234 2186 2304 2,361 1899 23129 2756
Murketing, Administrative and

Other Expenses 454 518 373 366 117 4)4 323 28 258 619
Science and Technology fxpenses 76 74 &9 65 54 58 48 44 43 80
Income (Loss) from Operations 212 226 236 213 6®) 293 432 477 427 144
Cast of Borrowed Funds 87 94 £ {16 131 65 166 10 223 o4
Encome (Loss) bcfore Provision for

Income Taxes 325 132 147 W3 (5% $28 266 301 343 36
Provision {Credit) for Income Taxes 106 58 47 33 %) A4 103 127 136 30
Net Income (Loss) 23% 159 131 73 {7423 3 112 i8s 200 16

Net Iscome (Loss) per Share {Faliy Dilited)  4.40 335 281 167 {1813} 123 4,08 4.5% 4.8 4%

Weigited Average Number of Fully Dilued
Shares Omstanding (in Thousands) 54,108 50025 494i0 48344 40924 42019 42370 41856 41583 31776

Net Cash Flow from Operations 342 361 32 184 264 36 95 360 200 416
Capita} Spending 298 258 178 144 114 146 143 145 106 17
Total Assets () 3,261 3274 3013 3062 351F 1867 1924 1596 1590 2,187
Towl Debt - §93 1212 1804 1099 1,172 1300 1492 1444 1838 2469
Average Number of Employees {in Thousands) 17 1 17 17 17 18 20 20 21 30

{at During 1995, the Compuny recorded a ong tinwe 38 mililon iax evedit s o result of a tax foss corrybork.

{b} During 1994, the Company recorded a $117 mitlion charge {388 pullion afier-tax) for productivity initiatives and other actions, The Company also recorded «
$30 nuthion afterax charge for the adoption of SEAS 106. “Employers™ Acconnting for Postrelirement Benefits Other Than Pensions” for 228 non-U.8. plans,

& $28 million after-tax charge for the adoptian of SFAS 112, “Empioyers’ Acconniing for Pastemployment Berefits,” and a 3123 mullion after.wax credit for the
change in aecounsing methad for rebuflding furnaces. . )

1¢] Dutring 7993, the Campany recorded a $23 miltion charge for the restructuring of its European operarions, an 38 miltlion charge {85 million after-tax; for the
writedawss gf its Jrpdrocarbon vemures ta their net realizable valur. a 526 million crexdit for the edoprion of SFAS 109, “"Accounting for Income Taxes,” and &
324 mittion crediz for the revatuation of deferred taxes.

{d) During 1992, the Company recorded o 316 miffion charge (811 million afier-lax) 10 reorganize she Company' s Buiiding Maverials segment and o centralize the
Company's accownting and information system:s, The Company alse recorded a net exsraovdinary gain of 81 mitlion resideing from the wiilization of tax lass
carrfornards, partially offset by e loss on the early vefivement of del,

(€} During ;993 the Compaty revorded a non-recurring 5324 million charge (8542 mitdion afiee tux} for asbestos digation: clatme and 2 8227 niiilion after-tox
charge, or $5.55 per share, for the adoprion uf SFAS 106, * Employers' Accounting for Pasiretiremen Benefits Ocher Than Persions” for its 1.8, plans.

1 Diving 1950, the Company recorded o865 hallion vestrsesaring ohargeuns g 2 mlition preix. obenge forssbrues Jugation clame,

€8) During 1989, the Company recorded an additionat $50 mition in its exizing asbestos-related claims reserves, a 550 milkion credit reswiting from: o senlement
reavhed with the IRN, and @ restrucieesng cfiarge of $36 wiitlion. .

¢h) Begirning in the fourth quarter of 1989, the Company's consolidated fmancial statements include the results of Owens-Corning Canada, Inc.

{i} Diwring 1983, the Company recorded an 38 million sxtravrdinary foss restdting from the eorly refirement of debz,

{7} During 1987, the Conprany recorded a gain of 3147 mmiltion resulting from the sale gf the Aerospace and Strategic b averinls Group and a 224 smiltion
extraordinary doss resuliing from the early reftiretsent of debt.

(&} During 1985, the Company recorded a restructuring thazge of $200 miltion.

€ During 1993, the Company adopied the provisions of FIN 3% which requive the Company 1o present separately in its halance shert iks estitnated contingent
Labilities ard refated fnsurance assets, Y992 and 19%) gssets kave been restated ta conform with the 1994 and i993 presentations.

Price Range of Common Stock

1955 1994 1993
High Low High Low High Low
Fizst Quarter 8% 30% 46 33% 47 34%
Second Quarter Y © 3% 36% 30% 45% 36%
Third Quarier - 4% | B8R . . 4. 3% 45% 40%
Fourth Quarter 4% 40% - "33% 47 9% 42%
@ r




To the Stockholders of Owens Corming:

fisport of Independent Public Actountants

We have andited the accompanying consolidated balance sheel of
OWENS CORNING (a Delaware corporation} and subsidiaries
a5 of December 31, 1995 and £904, and the related consofidated
satements of income, stockholdess” equity and cash flows for
gach of the three years in the period ended December 31, 1995,
These fmancial statements are the responsibility of the
Company's management. Our responibility is to express an
apinion on these financial stements based on our audits,

We conducted our audits in accordance with generally accepted
suditing standards. Those standards require that wi plan and
perform the zudit to obtain reasonable assurance about whether
the financial starernents are frve of material misstatement. An
andit Includes examining, on & test basis, evidence supporting the
amaunss and disclasures i the finsncial statervents. An avdit

also includes assessing the accounting principles used and signif-
cant estimates rnade by mapagement, 4s well as evaluating the
overa! financial statement presentation, We believe that our
audits provide a reassniable basis for our opinion.

In our opinion, the financial statements referred t0 above present
fairly, in all material regpects, the financial position of Owens
Comning, and subsidiaries as of December 31, 1995 and 1994, and
the results of their operations and their cash ffows foreach of the
thiee years in the period ended December 31, 1995, in confor-

mity with generally accepted accounting principles,

As discussed in Notes 6, 8 and 17 to the consolidated financial
statements, effective January 1, 1994, the Company changed its
methods of accounding for firmace relrsids, postretirernent
benefits other than pensions for its non-11.S. pians, and posiem-
plovment benefits, and effective January 1, 1993, the Company
~changadie methed ol accounting for incame. 1axes,

Chtron Craleresr) LLP

Jamoary 26, 1996
Toledo, Obio

Management's Heport

The financial statements of Owens Coming and subsidianies
have been prepared by management in conformity with
generally accepted accounting principies. Management uses
its best informed judgments 10 ensive that these statements
Tairly reflect the Company's financial position. Financial
information contained elsewhere in this annual report is
consistent with the financial statemants,

“Fhe Company maintains a systems of intemal accounting
controds designed to provide reasonsble assurances that assets
are protecied from improper use 2and that trensactions are
properly authorized and recorded.

The Board of Directors pursues it$ responsibility for overview
of the Company’s financial staieznenys through its Audit
Comminee, which is somprised of directors who are not
officers or employees of the Company. The Audit Committee
meels perfodically with management, the Company's internal
auditors, and the independent public accountants w review and
assess the activities of each in meeting thesr respective regpon-
sibilities, The independent public accountants and the director
of interna) auditing have full and free access to the Audis
Commirtee to discuss the scope X results of their audit work,
the adequacy of internad acccunting controls, and the quality of
manapement’s financial reponting.
Chairman and Chicf Bxecutive Officer

%f( yA2 M

Pavid W. Devonshime -
Senioy Vice President and
Chicf Financial Officer

prw@c@

Domenico Cecere
Vice President and Controlier




Summary of Significant Accounting Policies

Principlos of Consolidation

The consolidated financial statements inciude the accounts of
majority owned subsidiaries. Significant intercompany accounts
and trapsactions are eliminated.

Nat income per Share
Prmmnetmcmuepezshmxcmnpmd usmgﬁ:cwelghwd
- average number of comion shares cutstanding and common
equivalent shares during the period, Fully difuted net income per
share reflects the dilutive effect of increased shares that would
resitht from the conversion of debt and equity securities which
212 not reated as comnmon stock equivalents, Unless otherwise
inddicated, all per share infosmation included in the notes so the
Dwens Corning and subsidiaries’ (the “Company') consolidated
financial statements is presented on i fully dilwed basis.

Inventory Veluation

Iswentories are stated at cost, which is less than market valpe,
and include mazeniat, abor, and manofacturing overhead. The
majority of 1.S. inventories are vaited using the fast-in, first-omt
(LIFQ) method and the balance of ifventories are generally
valued using the firstin, first-out (FIFO) method.

Intangible Assuts

Intangible assets consist primarity of goodwitl, patents, and
covenants not 16 compete and e caried at cost less accuni-
lated amortization, Goodwaill is amorntized or a straight-dine
basis over a period of forty years, Qthey intangible assets are
amortized over their estimated wseful lives or actual contracrmal
lives. Fhe Company continually evaluates whether svents and
circumstances have occurred that indieate the remaining
estimated useful Hves of intangible assets rpay warrant nevision
or that the remaining bulance of these imangibic assets may nol
derecpverable When factors indicate that intangible assets
showld be evaluated for possible impainnen, the Company ases
snestimate of the related business segment’s undiscounted net
mncoms over the remaining life of the intangible asset in
rneasuring whether the intangible asset is recoverable,

Envestmeonts in Affiliates

Investments i affiliates are accountad for using the squity
method, under which the Company’s share of camings of these
affiliates is reflected i income as earmed and dividends are
credited against the vestment in affiliates when received.

Pepraciation

For assets placed in service prior to Zanuary 1, 1992, the
Company’s plant and equipment is depreciated prinarily using
the double-dectining balance method for the first half of an -
asset’s estimated useful Hife and the straight-Tine method is used
thereafter. For assets placed in service after December 34, 1991,
the Company's plant and equigsnent is depreciated using the
straight-line method.

Use of Estimates

The preparation of financial statements in conformity with
generatly accepied accounting principies rpires management
to make estimates 4nd assumptions that affect the reported
amounts of assets and liabitities and disclosure of contingem
assets and Habilities at the date of the financial statements and
the reported amounts of evenues and expenses during the
reporting period. Actual resuls could differ from: those
estimares.

Rehuilding of Glass Meiting Fumases

“The Company's glass melting furmaces periodically require
substantial rebuiiding. As discussed in Note 17 10 the consoli-
dated financial statements, effective January 1, 1994, the
Conspany adopted the capital methex] of accounting for the cost
of retwiiding glass melting furnaces, Under this method, costs

‘are capitatized when incurred and depreciated over the estimated

useful lives of the rebuidt fumaces.

Dortvative Financial Ingtruments

Gains and losses on hedges of existing assets or fiabitities are
included in the carrying amount of those assets or Habilities and
are ultimately secognized in mcore as part of those carmying
amounts, Gaints wnd losses oo hedges of nef Fvestinents in
forejen subsidiarics are inchuded in stockholders” oquity. Gains
and Josses related 10 qualifying hedyes of fim commitments or
antivipated ransactions also are deferred and are recognized in
income or as adjustents of carmying amounts when the hedged
transaction occurs. Gaing and losses on forward cummency
exchange contracts that do ot qualify as hedges are recopnized
as Other icOme Or experse, .

Reclassifications
Certain reclassifications frave been snade to 1994 and [993 30
conform: with the classifications used in 1995,




Consolidated Statement of Income

For the yeors ended December 31, 1995, 1994 and 1593 (3n millions of doliors, excepn sfiase data)

1988 1994 1993
Net Sales $3812 $3351 $2944
Cost of Sales 2,870 2536 2,266
Gross margin . - 842 8is 678
Opoerating Expenses
Science and technology expenses (Note 93 ' B ' % 73 65
Reskructure costs {MNote 16} o 89 23
Other (Notes 2,4, 10 and 16) 10 38 23
“Foral operating expenses 530 389 442
ktcome from Opeorations /12 226 236 -
Cost of borrowed funds (Notes 2 and 3) 87 04 85
wome before Provision for income Taxes 325 132 147
Pravision for income taxes {INote 8) 106 58 ¥
Income bafore Equity in Nat Income of Atfiliatas 219 74 150
Eguity I net income of affiliales (Notes 5 and 123 . £ 74 —-— 5
ncome betore Cumuiative Effect of Actaunting Changes 2% 74 05
Camulative effect of accounting changes Notes 6, B and 17 _ < 85 26
Net Income $ 231 § 15 § 131
Nat income por Common Share
Primary:
Income before curnulative effect of accounting changes $464 S5 170 3§ 248
Camutative effect of accouming changes : o 151 L6
Nst Income per Share $ 484 § 361 § 300
Asswrviing Full Difution:
Income hefore cumulative effect of accounting changes $448 § 166 5 2B
Cumulative effect of accounting changes : - 1.69 53
Not fncoms por Share $ 440 § 335 § 28}
Weighted avesage ramber of common shares outstanding antd vommmon eyuivaient
shaves during the period (in miltions):
Primary 39.7 442 416
Assaming fid} difigion 541 508 494

The accompanying sanomary of significant accouniing policies and nes are an inlegraf part of this statémess,




Consolidated Balance Sheet

Decernher 32, 1938 gnd 3994 ty mitlions of dotlers}

Asgots 1995 1994
Current
Cash and cash cquivalents $ 18 3§ 5%
. Receivahies, less aliowances of $19 million in 1995 and $16 million in 1994 (Note 1) ‘ a4 329
inventories-(Note 11} . ) _ 253 223
mmmmﬁm@gcmmm:mmmm : ' 160 125
Mmmmmm%s} 70 - 156
VEBA trast (Note 6} ' &% —
income fax receivable ' 50 12
Investmint in affiliate held for sale (Note 12) a8 —
Orher cirsent assets _ 3% 26
Total cursent 827 930
Othar
Insurance for ashestas titigation clalms (Note 21) 320 556
Deferret income taxes (Note 8} 252 08
Goodwili, Jess accumulated amortization of $19 milljon in 1995 and $14 mitlion in (994 (Note 53 2439 153
Fovestments in affiliates (Notes 3 and 12} B0 14
Other nopcwment assets (Note 63 147 122
Total other < 3,028 1,213
Piant and Equipment, ot cost )
1and 52 3%
Buildings and leasehold inprovements 581 553
Machivery and equipment 2,268 2,172
Construetion in progress 168 125
3,087 2901
¥esy Acoumuiated depreciation {1,761} (1,768)
Net plant and equipment 1,306 1,133
Total Assets - $3281 § 324

The accompanying suninary of sigrificant accourring policies and notes aze an intepral part of this statement,




Consolidated Balance Sheet

December 31, 1993 and 1994 (I millions of dokiqrs}

Tt accompanying summary of significent accowting policies and noies are an integral part af s stalement.

@

- tiubilities and Stockholders” Equity 1998 1994
Current
Accounts payabie and aconied Habilisies (Note 133 $ BEB7 % 598
Reserve for asbestos Migation claims — gigtrent portion (Note 21) 250 306
Short-term debt (Nole 3) 64 155
Long-term debt - current portion (Note 23 ay 20
; od AR
Fotal current 936 173
Long-Term Dalbt (Note 2} 784 1,037
Other
Reserve for ashestos litipation ciaimns (Note 21) 887 §.145
Other employee benefits Hiability (Note 6) 382 390
Pension plan Liabjlity (Note 7) i r
Orther 220G 232
Teeal other 1,549 1,844
Commitments snd Contingencies (Notes 15, 20 and 21)
Campany Obligated Convartible Socurity of Subsidiary
‘Holding Solely Parent Debentures (MIPS, Note 4) 184 —
-Stockholdars' Equity
Prefemed stock, no par value; anthorized 8 mitlion shares, none outstanding {Note 19}
Common stock, par value $.10 per share; authorized 0 miltion shases; issued
1995 — 51 4 million and 1994 — 44,2 million shares (Notes 2, 5 and 18) 579 348
Deficit {781} £1,012}
Foreign currency translation adjustments 8 )
Crther (Note 7) {15 {18)
Total stockhoiders” equity 212} {630)
Totsi Lisbiiities and Stookholders’ Equity $3261 3§ 3214
Coansalidated Statement of Stovkholders” Equity,
For the years erded December 31, 1995, 1994 and 1993 {ir miflions of doliors)
3855 1994 4993
Lonunon Stock
Batance beginming of year $ 348 § 315 S 299
fssusnoe of stock for:
Conversion of deht (Nate 2) 73 e -
Acquisitions (Note 5} a2 27 -
Awards under stock compensation plans {Note 18} 46 3 16
Balaiwe e of year 679 K 315
Daficks
Balance beginning of year {1,042} (1178 {1,302}
Net income 231 156 31
Balance end of year {789} (1,012} (4,178
Foreign Currency Transiation Adjuatments K
Balance beginaing of year 1%} 5 4
Transiation adivmnents 10 {6) i
Balance end of year 9 1) 5
B {18} M
alance begirming of year {15
Net increzse (& Y o 7 3 341
Balance endd of year {15} {15} {18}
Steokholders' Equity $ (212 § (680) S (%N




Consolidated Statement of Cash Flows

For the years ended December 31, 1995, 1994 and 1503 {In millions af dollary)

18985 1994 1993
Net Caxh Flow from Operations
Net income $ 231 § 159 § 13
Reconciliation of net cash provided by Operating activities:
Nontath items: .
Cumulative ¢ffect gf accounting shanges (Notes 6, § and 17) —_ {85) 26y
Provision for depreciation, amontization, and rebuilding fumaces {(Note 17} 125 1i8 121
Provision for daferred income taxes {Note 8) 142 59 1¢
Other s 9 16
(Increase) decrease in receivables (Note 14} 38 i (22}
* Iacrease} decredse in inventories {15} 17 4
Increase {decrease) in acconnts payable and accrued liabilities {50} 53 114
Funding of VEBA, rust (Note 8) {64} J— .
Other {68) i {36)
Net cash flow from operations 3482 361 312
Met Cash Fiow from investing
Additions to plant and squipment (278) (258} {178}
Investment in subsidiaries, net of cash acquired (Note 5) 81 (120
Oiber {4) 23 -
Net cash fow from investing {361 {358} {178)
Net Cash Flow from Financing (Noles 2, 3 and 4)
Ket additions {reductions) to fong-temm credit facifinies §5 o 50>
Orher adgitions b fong-term dein - 145 _
Othser recactions to long-tenn debt {128} (&3] 21}
Net increase (decrease) in short-term debt (54} 69 26
Issnance of preferned stk of subsidiary, net of fees 194 e s
Other — 5 11
Net cash flow from financing 36 178 {74)
Mot Lash Flow from Asbestos-Related Activities (Note 21}
Procesds from insurance for asbestos fitigation claims 251 87 224
Payments for ashestos Hitigation claims “1308) (2153 {283
Net cash fiow from asbestos-related activities {57 {i28) (59)
Effect of exchange rate changes on cash 1 S s
Net increase (decrease} in cash and cash equivalents (&1} 56 i
Cash and cash eguivalents at beginaing of year &9 3 2
Lash and cash equivalents at end of year $ 5 §

The accompanying swsmary of significant accalinting poficies and motes are ai ingegral part of this statement,




Notes to Consolidated Financial Statements

1. Segment Date

The Comgrany operates in twp industry sepments, Building
Matenials and Composite Materials, and reports Hs results intwe
ways: by industry segment and by geographic seprnens. See
Note § for detait of 1995 and 1994 acquisitions andd divestifures
of businesses.

The industry segments®ie tefined as follows:
'Building Materiats
Production and sale of glass wool fibers formed into thermal
and acoustical insulation and air ducts; exsruded and expan-
ded polystyrene insulation, roofing shingles and asphalt
materials; underground storage tanks; windows; and the
rebrandied sale of patio doors; vinyl siding and housewrap.

Composite Materials

Production and sale of glags fiber yams; rovings, mats and
veils; sirarxt and reinforcement produsces; fiber reinforced
Pplastic pipe; and polyester and vinyl ester resins.

The geographit segment reporting combines the two industry
segments within the major regions: United States, Europe, and
Canada and other.

Intersegrnent sales are generally recorded at market or equivalent
velue, focome (loss) from operations by industry and geographic
segment consists of net sales fess relfated costs and expenses. In
compisting income {ioss} from operations by segment, cost of
borrowed fands and ather general corporate income and
expenses have been excluded. Certain corporate operating
expenses directly fraceabie to indostry end geographic segments
have been aflocated to those segments.

During the first quarter of 1994, the Company ricorded 2 $117
mifllion pretax charge for productivity Iniiarives and other
actions (Note 18}. The impact of this charge was 1o reduct,
income from operations for Building Materials and Composite
Materials by $70 million and $22 miflion, respectively, ami to
increase general corporate expense by $25 miilion.
Grographically, income from operations for Building Materials
in the Unised States and Canada and other was reduced by $50
mitlion and $20 million, respectively. Incoms from operations
for Composite Materials in the United States, Europe, and
Canada and other was reduced by $6 mitlion, $13 million, and
$3 miflion, respoctively. During the firsl quarter of 1993, the
Company recorded 2 $23 million charge 10 reorganize its
European operations, the fuli impact of which was yreficctedas a
redaction to income from operations for the Composite
Materials segment (Note 16},

TR Tty e -

Identifiable assets by industry and peographic segment ave those
assets that are used in the Company’s operations in cach industry
and geopraphic segment and donot include general corporate
assets, (eneral corporate assets consist primarily of cash and
cash equivalents, VEBA trust, defersed taxes, asbestos insurance,
and corporate property and squipment.

{Irr miflions of detfars} “1995 1994 1993
Net Sales
ndustry Sagments
Building Materials :
United States $2,033 § 1552 § 16%
Europe 264 182 G
Canada and ofhor 107 139 ist
“fotal Buiiding
Materials 2404 2,273 1946
Composite Materials
United States . 810 505 328
Europe "A59 sy 346
Canada and other 139 128 124
Total Composite
Materjals 1.208 1678 508
Intersegment sales
Buﬂding Mﬂierials v [ p—
Composite Materials 86 9 85
Eliminations {96} ©9 (853
Nes safes $36812 § 3351 § 2944
Geaographic Segments
United States $2,643 $ 2547 $2227
Europe 23 537 443
Canada and other 288 267 274
3812 3,351 2,944
Intersegment sales
United States 88 - 43 42
Europe 21 22 138
Canada and other B8 91 &6
Elirinations {163} (156} {123}
Net sales $36%2 § 3351 § 2944




1. Segment Data {Continued)

¢ mittions of dalfarsy 1995 19%4 1693 (T millions of datlays) 1995 1994 £993
fncome 48] from Operatians - identifiable Assets at December 31
Industyy Segmapts - industey Segmants
Building Materals 2™ 77 Building Materials .
United States $ 195 §$ 145 $ 153 United States % 893 $ 78 $ 596
Euvrope 29 26 16 Farope 170 152 46
Canadz ang other 13 18 6 Canada and other 194 136 155
Tota) Buiding _ : Total Building
Materials 237 189 175 Materials 1257 1016 797
Composite Materials Comyposite Materials
United States 135 108 16} inited States a81 326 302
Europe 64 (8} (15} Europe - 388 335 256
Laneda aud other 25 9 12 Cunada and other 145 Hit: 157
Total Composits Fota) Composite
Matesials 225 105 98 Materials 8494 94| Tis
Genetal corporate expense HBn; 2% 43 General comporate 1,624 1,363 3438
Income from ‘ 3,175 3,200 2956
opersions 412 226 236 Ivestments in aftifiates
Cost of ixnrowed fands {871 94y {39} acoounied for under the
provision for “fotal assets ' $32.261 $ 3234 § 3013
wcome taxes $ 32 § 132 § 147
Geographic Sagiments
Geographic Sagments United States $1.284 § 104 $ 8%
United States $ 330 $ 283 8§ 2% Earope 558 497 302
Furepe a3 i H Canada and sther 339 256 312
Canada and other s 27 18 CGeneral corporate 1,024 31363 1,438
General corporate expense {50} 2 {37} 3,178 3200 2950
Jonome from Investments in affiliates
operations {12 226 236 gecounted] For under the
Cost of borrowed funds 87 {94) {89) sty method 85 74 63
Income before Total agsets $3281 $ 324 $ 3013
provision for
income taxes $ 328 $ 132 § 47




Vo imiitiony af dnitars} 1955 1904 © 1903 {2 willipns of dodiars} 1995 3954 1993
$Provision for Depraciation, Amortization, -Additions to Plant and Equipment
-and Rebuilding Furnaces
tndustry Segments
thdustry Segments Buitding Matertals _

Building Materials . United States $ 80 § 85 82
Unitid States ~#='¢ 49 § 48 47 Europe ' 36 4 2
EBurope 11 6 2 Canada and other 33 7 5
Canada and other 8 8 13 ‘fotal Building

Total Building Materiaks 128 133 §g
Materials &8 62 60 Composite Materials :

Composite Materials United States 37 41 31
United States 22 2 24 Europe 39 35 32
Furope 15 ¥y i6 Canada and other pii 26 i
Canada and other X 7 8 10 “Fotat Composite

Total Composite Maierials 94 102 7%

Materials A7 47 50 General corporate 53 23 19

General corporate 10 9 i Total additkons $ 278 § 258 178
Totad provision for - ;

depreciation, Geuographic Segments

amordzation, _ United States £ e § )26 133

and rebuilding Europe 7% 16 34

furnaces $ 126 § 118 121 Canada and other 51 33 12

General comporate 53 23 19

Geographic Sagments “Total additions $ 276 § 258 178

United States $ M § 70 71

Furape 29 2 18

Canada and other 15 16 2}

leneral corporate 10

Total provision for
deprecistion,
and rebuiiding
fumaces $ 128 & 118 % 121




2. Long-Toerm Debt

{hn millions of dotlarsy 1998 1994
Unsecured 1.5, cradit facility due in
1997, variable $ 8 §& 35
Unsecured Buropean credit facilities due :
ﬂu’ough 2042, Va!iab!e?_\.ig.';:'-_ ST a0 e
Unsecured Canadian cFedit facility doe
ir 3997, vasiable —- 4
Guaranteer debentures due in 2001, 10% 150 150
Debentures due in 2002, 8.875% 150 150
Debentures due in 2032, 9375% 150 149
Guaranteed debentures due i 1998, 9.8% 100 HG
Exrobonds dre through 2001, 9.814%
(Note 20) 83 140
Bonads due i 2000, 7.25%, payable in
Deutsche marks (Note 20) 50 50
Conversible junior subordinated
debentures due in 2005, 8%,
convertible a1 $29.75 per share | . 173
Notes due through 2002, 6.86% to 8.50%,
payabie in foreign cusronciss 26 38
Other jong-serm debt due through 2612,
at rawes from 5.375% to 12.47% 45 68
829 1.057
Less: Current portion {(35) {20}

Total long-term debt $ 794 $ 1037

The U.S. creddit facility has @ teaimumn cormnzitment of

$475 milfion at Pecermber 31, 1995, of whick $176 million was
used for standby Ietters of credit and $244 million was unused,
“Fhe vate of mferest is either the bank’s base fte, or 13/16% over
the cenificate of doposit rate, or 11/16% over the London

“Frterbank Offered Rate (LIBOR). The weighted average rats of

interest paid on borrewings tnder this facility during 1995 was
6.9%. (8.5% at Deceruter 31, 1095). A commitment fee of 174
of 1% is charged on the unused portions of this facifity.

The Canacian credit facility is payable in Canagian dolass and
has 2 maximum commitment of 135 million Canadian dofiars
{$99 miltion U.S. dollars), ali of which was wnused 2t December
3%, 1995, The rate of interest is either 11/16% over the Canadian
cost of funds rate, or 11716% over LIBOR on ULS. deposits, of
875% over the Canadian bankers' acceptance rate. A comnmis-
snerit fee of 3/4 of 1% is charged on the unused portions of this

' of the debentures, the Company paid fees of approximately

The Bisopear: credit facifities, payable in Belgian francs,

have an apgregate comminnent of 1.6 billion Belgian francs
{355 milkion 11.5. dolkars) of which 40k} mikfion Befgian francs
($15 million 1.8, dollars) was unused 4t December 31, 1995,
The rate of interest on the facilities ranges from 4.28% 10 4.51%
at Decemnber 31, 1995. The commimnent fee on the unused
porsions of the facilities range from 3/20 1o 14 of 1%,

As is typical for bank credit facifities, the agreements relating
0 the facilities described above costain restrictive covenants,
including requircrnents for the maintenance of working capital,
interest coverage, and minimurn coverage of fixed charges;
and limitations on the early retirement of snbordinated debr,
additional borrowings, ceTtain investments, payment of
dividends, and prchase of Company stock. The 4greements
include a provision which would result in all of the unpaid
principal and accrued interest of the facilities becotning due
immediately upon 2 change of control in ownership of the
Comnpany. A macesial adverse change fo the Company’s
buasiness, assets, liabitities, fnancial condition or results of -
operations Constitates a default under'the agreements,

Duging 1995, the Company’s $173 miliion issue of 8%
convertitie fmior subordinated debentures were converted. |
‘The conversion resaited in the issuance of 5.8 million new shares
of common stock, In coniunctics with the conversion

$3 million which are reflected as other expenses on the
Company's consolidared statement of ncome for the year
ended December 31, 1993,

#n November 1994, Owens-Coming Finance (JK)PLC, a
whoily-owned subsidiary of the Company, issued $3406 million

of Busobonds. These bords are conversibie inte fixed rate
preference shares of Owens-LComing Finance (UX) PLC in

November 2004 and miay be redeemed at any ime, at &

premium, at the option of the Company. Fhe bonds are guaran.

teed by the Company &5 (0 pryments of privcipal and interest

and rank similarly with 2}t other senior unsecured debs of the
Companry. Subsequently, i a separate transaction, the Company

soid 2 put option to the Boldex of the bonds aliowing the option 1
holder t6 requise the Company o purchase & portion of the '
bonds, As a vesult of the holder's exercise of the put option, in

May 1995, the Company repurchased a portion of the $140
million issue of Eurobonds for $77 milfion,




The aggregate matrities and sinking fund regoirements for all
long-term debt issues for each of the five years foliowing
December 31, 1645 are:

Cther
Credit  Long-Term
Year "' ginmitlions of doltzesy . Facifities Debt
1996 = $§ - § 35
1997 63 19
1998 8 112
1499 8 12
2000 6 75
3. ShortTarm Debt
{1 miltions of dobars) 1995 1994
Balance outstanding at December 31 $ &8 § 155
Weighted average shon-term borrowings $ 184 § 163
‘Waighted average interes; rates
on shori-tem debt ouistanding
at Decomber 3% 2.5% 6.6%

In May 1995 the Company repaid its unsecured, variable rate,
short-term bank credis facility that was used 1o finance the 1994
VX, acquisition (Note 5). This facitity had 2 maximum commits
ment of $110 million a1 Decemnber 31, 1954, sil of which was
used. The rate of interest on borrowings unkdes this facility was
112 of 1% over LIBOR, or 6.6875% at Decernber 31, 1994,

In December 1993 the Company extered into two revolving
credit agreements. Each quaner dusing 1996, the Company mmay
borrow up to a predetermined amount from $13 mithion to $16
million. The amount borrowed may be repaid in ULS. dollars at
less thasn or aqual to the original borrowing, based upon
predetemzined British pound or Belgian frane currency
exchanpe rates. The agreemenns are in effect throngh 1996 and
bear interest af market rates in effect at the time of each
borrowing,

"Fhe Company had unused shors-term lnes of credit wtalling
$23% miliion and $%1 million at December 31, 1995 and 1994,
nespeatively.

4. Convertible Monthly Income Praferred Securities
{MPS)

In May 1995, Owens-Coming Capitad, LEC, ("OC Capital™}, a
Delaware lisniied Liability company, ait of the common finited
Bability company interests in which are owned indirectly by the
Company, compieted a private offering of 4 miltion shares of
Convertible Monthly incoms Preferred Securities {“preferred
secusities”): The aggregate purchase price for the offering was
$200 million. In conjunction with the offering, the Company
incurred $6 million in issuance costs.

‘The: prefesred securities are guaranteed in cortain respects by the
Company and are convertible, at the option of the holders, inte
LCormpany common stick at the rate of 1,1416 shares of
Company common stock. for each prefersed security (equivalent
to 2 conversion price of $43.80 per common share). GC Capital
cannot initiate any action relating 1o conversion umil after June
1, 1598, Distributions on the preferred securities ave cumuiative
and are payable at the annual rate of 6-1/2 percent of the lquida-
tion: prefesence of $50 per preferred security, Distributions of $8
mijlion have been recorded as other expenses on the Company”s
consolidated statement of income for the year ended December
31,1955

‘The Company issued $200 million of 6-1/2 percent Convertible
Subiordinated Debentures due 2025 10 OC Capital, which repre-
sents the soje asset of OC Capital, in exchange for the proceeds
of the offering. The Company used the proceads to repay the
$31 10 miltion short-term bank credit facility utilized for the 1994
UK. acquisition (Note 53, with the balance used to reduce
borrowings under the Company’s rvolving crediz facilities,

8, Acguisitions and Divestitures of Businesses

During 1995 and 1994, the Company made several acquisitions
in the Ruilding Materiale sepment in the United States and
Europe, which were consummated through the exchange of
various combinations of common stock and cash. The aggregate
purchase price including possible subsequent contingent consid-
eration was $126 million and $155 mitlion for 1995 and 1994,
vespectively. The 1965 acquisitions exchanged 946,922 shares of
the Company’s common stock and $82 mitlion in cash which
includes §1 miflion to be paid i the first quarter of 1996 and the
1994 acquisitions exchanged £55,556 shares of the Company's
common stock and $120 million it cash, net of cash acguired,

-for-ali-of the assets and Hebilitiesof the companies acquired.

"The incremental sales from the scquisitions, in the year of
acquisition, were $41 mitlion and $134 miilion for the years
ended December 31, 1995 and 1994, respectively,

"The Jargest of these sequisitions was the 1994 second quarter
mequisison of Pilkington Insuiation Limited and Kiisons
Tnssdation Products Limited {collectively, “the LK. acquisi-
gort™, the Linited Kingdom based insulation manufactaring and
industrial supply businesses of Pitkington PLT. Acquiring two
glass fiber insulation manufacturing facilities, one rock wool
snanufacturing facitity and 34 distribution centers, the Company
now represents the United Ringdom's lazgest manufacturer of
ghass fiber and rock wool insniatzon and is a major supplier of
thermal and acoustical insufation products to the United

Kingdom construction indusiry. The purchase price of the UK.

acghisition was $110 million and was financed with borrowings

~ from the Company’s short-erm bank credit facility (Note 3).




5. Acguisitions and Divestitures of Businesses
(Continued}

Al acquisitions weere sccounted for under the purchase method of
accounting, whereby the assets acguired and liabilities assemed
have been recorded at their fair values and the resylts of operations
for the acqpisitions have been included in the Company’s consoli-
dated financial siatemnent@ishsequent fo the acquisition daes,

The purchase price aliocations were based on preliminary
estimates of fair market value #nd are subject to revision, The 1995
acquisitions inchuded goodwill of $97 snitlion and non-competition
agreernents of 33 milkion. The 1994 acquisitions incladed goodwill
of $78 million and ron-competition agreesments of $6 mitlion.

The goodwill and non-competition agreements are being asnortized
on & straight-fine basis over 40 years and 7 years, respectively. The
pro forma effect of the acquisitions was not matenal 10 net income
for the years ended Decamber 31, 1995, 1994 or 1993,

On September 30, 1994, the Company entered iito a joint ventite
with Alpha Corporation of Tenmessee, whereby the two companies
combined their existing resin buginesses to fotrn Alpha/Owens-
Coming, 1.1.C., the largest manufacturer of polyester resing in
North America. The Company contiibuted two manufacuring
plants {Valparaiso, Indiana and Guclph, Ontario} and owns 4 56
Pperoent interest in the joint venture, This joint venture is being
accounted for under the equity method. For the nine months ended
Septomber 30, 1994 and the year ended December 31, 1993, resin
sales totatled $58% million and $63 million, respectively, and were
inciaded in the Composite Materials segment.

Late in the founth quarter of 1994, the Company completed the sale
of its undenround storage tank manufactaring business, Sates for

this business toralfed $41 mitlion and $93 million m 1994 und 1953,
respectively, atd were included in the Building Materials segment.

8. Posteinployiviziat and Pustretiremant Banefits
Othey Than Pansiona

“The Company and is subsidiaries maintain health care and fife
insurance benefit plans for contain retired cmployees and their
dependents. The healih care plans in the ULS. are unfunded and pay
either 1) stated percentages of covered moedically necessary
expenses, afier subtracting payments by Medicare or other
providers and after stated deductibles have been meg o, 2 fixed
amounts of medical expense reimburserent, Eraployees become
ehigible to participate in the health care pians Bpon retiremens
under one of the Company”s pension plans if they have accumu-

lated IC years of service after age 45. Some of the plans are contrib-
sHtary, with some retires conribtions sdiusted annually. The
Company hay reserved the right to change or eliminate these benefit

plans subject to the temns of coliective bargaining agreements during
their term.

Effective Japuary 1, 1994, the Company adopted Statement of
Financial Accounting Standards No. 106, “Employers” Accounting -
for Postretizernent Benzfits Other Than Peasiony™ for its non- (18,
phans, Accordingly, the projected cost of postretiresment benefits is
charged to expense during the yeass in which efigible employess
render service. The caruiative effect of thie adoprion of this

standard was a charge of 810 milhion, or $.20 per share, (The
Comnpany adopled Statement No. 106 for s US. plens effective

January 1, 1991)

During 1993, the Company approved changes in ifs postretirernent
health care plans for retirees and active employees. These changes,
which reduced the accemulated benefit obligation by $120 million
and 1993 expense by $18 million, reslted in an unrecognized net
reduiction in prior sexvice cost which will be amortized through
1959,

The following table reconciles the status of the accrued postitire-
mezst benefits cost Habifity at October 31, 1995 and 1994, s

. wefiected on the balance sheet as of December 31, 1993 and 1994;

{n mitiions of dotars) 12098 1554
Accumuiated Postretiremens
Renefits Obligation:
Retirees $ {184} $ (176)
Fully ekigibie active
plan participsnts {21} {24}
Ciher active plan
participants {64} (46)
Funded status {2689) {246}
Unrecognized net gain {t%) €363
Unirecognized net redisction in prior
SEVice cost {72} {88}
Benefit payments subsequent 1o
the valuation date {Octeber 31) 3 3
Accrued postretirement benefits
cost Hability (includes crurent
fiabikities of $19 miflion in 1993 :
and 1994} $ {349 $ (3




For measurement purposes, a 18.5% annual rate of increase in the
per capita cost of covered heslth care clairgs was assumed for
1996. The rate was assumed fo decreass o 10% for 997, then
decrease graduatly 1o 6.0% by 2005. The health care cost trend
rate assimption has a significant effect on the amoums reporied.
To itlustrate, increasing the assused health care cost end rate by
one peroentage poist W yoarwoukd increase the accamudated
postrerirement benelits obligation as of October 31, 1995, by

$14 miliion and the aggregate of the service and inferest cost
components of net postretirement benefits cost for the yrar then
ended by $2 miltion. ‘The discount rate used in detessining the
accurmilated postretirement benefits obligation was 7.5% in 1995,
8.5% in 1994, and 7.5% in 1993,

Effective January 1, 1994, the Company adopied Statement of
Finuncial Acconnting Standards No, 112, “Employers’
Accounting for Postemployment Benefizs Fhis standard reguires
ihe Company to recognize the obligation 1o provide benefits fo
former or inactive empioyees after employment but before retire-
et under certain conditions, These benefits inclde, bt are ot
Limited to, salary continuation, supplemental unesployment
benefits, severance benefits, disability-related benefits (inclnding
workers’ compxnsation), job training and connseling, and contin-
vation of benefits such as health care and fife msurance coverage.
The cumilative effect of the adoption of this standard, recorded in
1994, was an undiscounted chame of $28 million, or $.56 per
share, net of related income taxes of $18 million,

‘The following table reconciles the stanys of the accrued postems
ployment benefits cost liabifity at October 31, 1995 and 1994, as
refiected on the balance sheet as of Pecember 31, 1995 and 1994:

it milions of dodlars} 1995 094
Funded stans $ QA 3 @5
Uprecognized net pain {2} —
Benefit payments subsequent to the

valuation date (Gotober 33) 1 - i
Acerued postemploytnent benefis

cost labiity ncludes current

ibilivies of $4 miition in 1995

and $5 million in 1994) $ 81N $ @

"The net postemployment benefits expense was $2 mitfion and
$3 million for 1995 and 1994, the year of adoption, respectively,

‘The net posgesirement benc_ﬁ:s cost for 1098, 1994 and 1993
included the following components:

{in iltions of deliars} 1585 1594 1993
Service cost - $ 7 8 g 3 7
Interest cost o

accumlated

postetirernent benefits

obligation 19 1% 2
Net amortization and

deferral {24) {20} (13)
Net postretirernent benefits

cost $ 2 3 7 % 7

In Decomber 1995, the Company established and funded a
Voluntary Employees’ Beneficiary Association (VEBA) rrust i -
cover eextain employee welfare and postretirement banefits in the
amount of $64 milion, of which $13 miflion has been classified as
iong-term.

7. Pansion Plans ,

The Comparny has several defined benefit pension plans covering
most employees. Under the pians, pension benefits are generally
based on an epsployee’s number of years of service. Company
comviions wihese pension phns are based onbe codcatations
of independent actuaries using the projected unit credis method,

_ Plan assets consist primarily of equity securities with the balance

in fixed incomne investiments or insurance contracts, The unrecog-
nized cost of retroactive amendments and actuariat gains and
losses are amortized over the average future service period of plan
participants expected 10 receive benefits,

I August of 1995, the Company amended the pension plan for
U.S. salaried employees to change from a final average pay

Sormuia to0.8 cask balance formula. The new.plan provisions

become effective on January 1, 1996, The change resulied I a
redusction in the projected benefit obligation of $20 million. The
change is expestod 10 saduce pension expense i tha futere
through the amontization of the reduction in the projected benefit
obligation, reduced sarvice cost and reduced interest cost on the
projected benefit obligation. The reduction in penston expense for
1956 is expested to be $11 million. The Impact on pension
expense for 1995 was a reduction of $4 miilion.
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7. Pension Plans {Continuad)
Pension expense for the Company's defined benefit pension plans
inchudes the folowing:

i miHlions of dpfiars) 19945 1994 1993
Service cost - _$ .20 8 28 2
Interest cost on projected-«#

benefit obligation 64 58 62
Actual rerurn on plan assets {114} (13} {124}
Nt amortizasion aad deferyal 320 &4 56
Net pension expense $ — 3 3 08 1

The funded status at Qetober 31, 1995 and 1994 is as follows:

tin millions of detforst 1995 1994

Qver  Undear Over  Under
Funded Fanded Funded  Fusded

Vested benefit
obligation $ 350 % M2 § 310 $ 273

Accumulated
benefuobligation $ 385 $ 355 § 341 $ 343

Plan assets at

fair vatue $ 500 & 316 § 460 ¥ 306
Projected benfil

obligation 447 365 430 352
Plan assets

excess of (less than)

projecied benefit

obligation 53 {48}
Unrecognized foss 18 &8
Unsecognized prior

service oost {30} 8y {32 (24
Unrecognized

wransition amoarnt {356} 11 {3%) {13}
Adjtmmu 2

minimum lishiticy —“ {7} - {123
Net pension Hability

{inchudes cusrent

Labifities of

$2 miltion in 1995 and

$8 million in 1954 and

nongLrTent assels of

$41 millio i 1995 and

Fmiflionmiovsn g 3 $ (39 § N § @06

{46}
585

o &

The 1995, 1994 and 1993 primary actearisl ssgumptions used for
pension plans were:

1905 1994 1993

Discountsate * 75% 8.5% 5%
Expected fong-teymt rate of refurn
on plan-assels . B50% 9,5% 10.0%

Rate of compensation increase 5.1% 5.1% 4.1%

“The Company also Sponsors defined contribution plans available
1o substantially aff {15, employees, Company contributions for the
plans are based on marching & percentape of employee savings up
1o & maximum savings level. The Company’s contributions were
$$2 milfion in 1995, $10 million in 1994, angd $9 million in 1993.

B. Incoma Taxes

Eifective January 1, 1993, the Company adapted Staternent of
Financial Accounting Sundards No. 199, “Accounting for fncome
Taxes.” Statement Ne. 109 changed the criteria for measuring the
provision for income taxes and recognizing deferved tax, assets and
Liabilities. Deferned tax assets and Habitities are determined based
on the difference between the financidl statement and tax bases of
corresponding Habilities and assets bsing enacted tax raies in effect
for the year in which the differences ase expected to reverse, The
cumulative effect of the adoprion of This standand, recorded in 1993,
was an increase to eamings of $26 miliion, or $.53 per share.

{in mitlians of doflars) 1995 1994 1993
Incosme Qoss) before provision
{credit) for income 1axes:
us. $ 226 3§ 1i0 $ 163
Foreign 85 13 (i6)
Total $ 828 §F 132 % 147
Provision (Sredi) for invome 1axes:
Current
us. $ (45 3 2 § 24
State and focal {3} {7} 7
Foreign 13 5 6
Total current {36} 4) 37
Deferred
S 118 51 27
State and foca W 13 i
Foreign _ 7} {2} 4}
Total deferred 142 £2 24
Adiustment to deferredt fax '
assets and Habilities for an
increase in the 13,8,
feders statutory rate’ — — {14}
Total provision for

income =xes $ 106 $ 58 3 47

)




The reconciliation between the U.S. federal statutory rate and the
Company's effective income 1ax rate is:

12948 1994 1993

¥1.S. federal statutory rate 35% 35% 35%
Operating losses of foreign _

subsidiaries P Tl 7 19
Utilization of research '

development credits @& . e
Eiilization of operating

foss carryiorwards —_ {7} (2}

Utitization of tax Josg carryback ~ (2) - -
Enacted federal tax mate chanpe — £10)

State and local income taxes 2 3 3
Other 1 6 (4)
Effective tax rate 33% 44% 32%

As of December 31, 1995, the Company has not provided for
withholding or .8, federal income tases on approximately
$196 miilion of accumilated undistribanted samings of its
Toreigm snbsidiarics as they are considersd by management to
be permanently reinvested. If these undisiributed eamings were
not considered to be permanently reinvested, approximatety

$25 million of deferred income taxes woud have been provided,

' Daring 1995 and £994, the Cornpany utitized 1ax net operating

foss carryfonwards for cenain of its foreipgn subsidiaries of approxi-
matedy $2 miltion and $ million, respectively. At December 31,
1998 and 1994, the Company had tax net operating loss camyfor-
wards for certain of its foreign subsidiaries of approximately

$27 million, certain of which expire through 199,

The cumulative temporary differences giving rise to the deferred
1ax assets and liabilities at December 31, 1998 and 1994 2re as
follows:

{In millions of doilars} 19495 1994
Deferrod  Dofarved  Defued  Deforred
Tax Tax Tas Fax
. Asasts Lishifitios Assets  Liabilities
Asbestos Hiigation:
claims $ 268 § . § 306 $§ -
Other empioyee
benedits 160 e ¥ e
Depreciation — 136 e 138
Warranty and produet
Habilify reserves 27 — 29 -
Operating loss
casryforwards 7 - 27 ——
State and locat taxes —— 21 e %
Other 8o 39 122 6
Subtotal 518 /6 635 164

Valuation allowances {20} -- 27 -
Totat deferred $498 § 176 $ 628 3 164

Management fully expects 1o realize its net deferred tax assets
through income from futare operations.

%, Scienca and Technology Expanses

Science and technology expenses include research ang develop-
racrit costs of $69 million in 1995, $64 miilion in 1994, and

$61 million in 1993, In addition to mesearch at development
costs, seience and technofogy expenses include contimeng
commercial activities such as engimecring and product modifica-
tions for special npplications and Lesting.




10. Accounts Receivable Sacuritization

In 1994 and 1993, the Company sold certain spcounts receivabiz
of its Building Materials operations to a 100% owned subsidiary.
Qwens-Coming Funding Corperation ('OC Funding™. In
Decemnber 1994, OC Funding entered into a three-year agreement
whereby. it can sell, on 2 revolving basis, an undivided percentage
ownezship interest in & designated pool of accounts receivable up
to & maximun of $108 million, At December 31, 1995 and 1994,
$100 million and $56 miltion, respectively, have been sofd under
this agreement and the sale has been reflected as a reduction of
accounis receivable in the Company’s consolidated balance sheet,
The discount of $6 million on the receivables soid has been
recorded s other expenses on the Company's consolidated
statement of income for the vear ended Decernber 31, 1995,

The Company maintains an allowance for doubtful accounts
based upen the expected coliestibiiity of 2t corgolidated wade
acrounts receivable, including receivables sold by OC Ruxling.

11. nvantories
Inventories ane sinmarized as follows:

{in miltions of dofiars} 1899 1954
Finished goods $ 210 § 192
Materials and supplics 127 1i8
FIFQ inwventory 337 316

f.ess: Reducrion 1o LIFO basiy {84) 8%
$ 283 § 223

Approximately $175 mitiion of FIFO invemtories were valued
using the LIFO method at December 31, 1995 and 3994,

Eruing 1995, 1994, and 1993, centain inventories were roduced,
Tesuiting i the Tiguidason of LIPO inventory tayers cared st
lower costs in prior years 8s compared with the cument cost of
inventory, The effect of these inventory reductions was o reduce
1995, 1994, and 1993 cost of sales by $7 miflion, $3 million,
and $1 miflion, respectively,

12. Investments in Affiliates

At Decernber 31, 1995 and 1994, the Company’s effiiliaies,
which penerally are engaged in the manufacture of fibrous glass
and refated products for the insulation, constnction,
reinforcements, and textile markets, include:

Percent Ownership
1995 1994
Lomposites:
AlphafOwens-Corring, L.L.C. (USA) 5O% 50%
Kaytex Company, L.L.C. (USA) BO0% 50%
Vizo-Fibras, S.A. (Mexico} 40% 40%
Global Pipe:
Amiantit Fiberglass Industries, Lid.

(Saudi Arabiz) 30% 36%
Owens-Corning Eternit Rohre GmbH

{Gennany} 50% 50%
Owens-Coming Pipe Botswana (Pry.), 124,

(Botswana) 28% 49%
Owens-Coming Tubs S.A. (Spain) 50% 56%
Owens-Corning Cafios, S$.A. {Argentina) BO% o
Building Materiails - Burope:

Arabian Fibergiass Insulation Company, F44.

(Saudi Arabia) A% 49%
Azia Paclfic:

Asahi Fiber (luss Cornpany, L2d. (Fapan) 8% 28%
LG Owens-Coming Corp. (Rorea} 31% 30%
Siam Fiberplass Co., Lid. (Thailand} 20% 20%

The following table provides summarized financial information
on a combined 100% basis for the Company’s affiliases

accounted for under the equity method:
tha millions of doliars) 1995 1994 1993
At December 33:
Current assets $ 338 § N8 $ 24
Noncusrens assets 412 513 387
Cuarrent Habilities A3 331 240
Noncurrent liabilities 253 250 147
For the year:
Net sales ' 562 630 486
Gross mangin 178 96 83
Net income 47 i 16

The Company’s equity in undistributed net income of affilistes
was $36 million at December 31, 1995. '
Subseguent 10 year end, the Company sold alf of jis interest in

Asahi Fiber Glass Company, Lid. for approximaiely $5G mitlion,
and seafized & pretax gain in excess of $25 million.




13. Accounts Payable and Acerved Liabilities

{10 mittions of dottars) 18995 1994
Acstumts payable $ 308 § 298
Payroli and vacation pay 87 117
Payroll, property, and miscelanecous taxes 39 30
Other employes benefiss Hability (Note 6) C 23 24
Other o 129 129

$ 8587 § 598

14, Consotidated Statement of Cash Flows
Cash payments, net of refumds, for income taxes and cost of
borrowed funds are summarized as follows:

¢in msitlions of dottars} 1996 1994 1993
Income taxes $ {38 3 4y 5 43
Cost of borrowed funds 773 5 95

“The Company considers a1} highly Houid debt instruments
purchased with a maturity of three months o less to be cash
equivalents,

See Notes 2 and 5 for supplemental disclosure of Non-cash
Ewesting and Financing Activities.

18, Leases :

The Company leases certain manufactaring equipment and office
and warehouse facilities under operating feases, some of which
inciude cost escalation clauses, expiring on various dates throngh
20%5. Total rontal expense charged to aperations was $63 million
in Y995, $54 mitlion in 1994, and $42 million in 1993, At
Decomber 31, 1995, the minimum fatte rental commitments
wxier noncancellable leases payable over the remaining lives of the

fesnes aree a
Period {7n mitiions of dolavs} Rental Commitments
1956 $ 52
1997 X3
1968 40
1959 20
2006 i8
2001 through 2015 134
$ 356

16, Restructuring of Operations and Other Initiatives
During the first quarter of 1994, the Company recorded a $117
mikiion pretax charge for productivity initiatives and other actions
aimed at reducing costs and enhancing the Company's speed,
focus, and efficiency. This $117 milkion pretax charge is comprise
of an $89 million charge associated with the restructuring of the
Company’s business segments, as well as a $28 million charge,
primarily composed of final costs associated with the administra«
tion of the Compuny’s formes commercial roofing business. The
components of the 389 million restrucure inchude: $44 million for
persorned reductions, $20 million for divestiture of non-strategic
Isinesses and faciities, $22 million for business realignments,
and $3 million for other actions. The $44 million cost for personne
reductions primarily represents severance costs associated with the
elimistaton of nearly 400 positions worldwide. The primary
employee groups affected include science and technology
personnel, Hield sales personnel, corporate administrative
persormet, and commercial roofing and resiy business personnel

As of Decersber 31, 1995, the Corpany has recorded apgmoxi-
miately $32 million in costs against its 1994 restructhure reserve, of
which $67 million represents achual cash expenditires and $15

_ miflion represests the nonecash effects of asset wiite-offs and

business reajigrments. The $67 miilion cash expenditure includes
severance costs of $42 miltion, divestinwe or realignment of
businesses angd facilities costs of $22 miltion, and $3 mittion for
other actions.

Prring the fisst quarter of 1993, the Company recorded a

$23 million charge 1o reorganize its European operations.
This ¢harge incinded $17 mitlion for personnet reductions and
$6 miltion for the writedown of fixed assets. :

17. Glass Maiting Furnace Rebuilds

Effective January 1, 1994, the Company adopted the capital
method of aecounting for the cost of rebuilding glass melting
furnaces. Under this method, costs are capitalized when incurred
and depreciated over the estimated useful lives of the zebuilt
famaces, Previously, the Company established a reserve for the
futare rebuiiding costs of its glass meiting fumaces through a
charge 10 ¢amings between dates of rebuiids. The change to the
capitel method provides & more appropriate measure of the
Company’s capital investément and is consigtent with industry
practice. The comuiative effect of this change in accounting
method was an increase fo camings of $123 milion, or $2.45 per
share, net of related income taxes of $54 million. The effect of this
change in accounting method was to increase depreciation expense
and eliminate furnace rebuild provision. The pro forma effect of
this change was not material to net income for the year ended
Becember 31, 1993, '




18. Stock Campensation Plans

“The Company’s Stock Perfosmance incentive Plan (SPIP) and
the Owens-Coming 1995 Stock Plan, (colieetively; the “Plans™),
TEIMI P to twe percent and one pereent, respectively, of '
common shares cutstanding at the beginning of cach calendar
ywmbcawmdedasstmkopuwmdmmmdmk{mﬁs
25% of this areount as the MEXmEM permitied sumber of
sestricted stock awards). The Company may carry forwasd,
independently for each plan, unused shares from prior years and
may increase the shanes svailable for awards in any calendar year
through an advince of up 10 25% of the subsequent year's alfoca-
tioms {detenined by using 25% of the cursent year's allogation),
‘These shares are adso subject to the 28 limit for restricted stock
awards, During 1993, the 1012} nurnber of shares svadlable pader
the Plans for stock awards was 1,565,004 shares, 1,006.950 of
which were awarded as stock oprons and 232,024 g5 restricted
stok, which inchudes 41 advance of 54,355 shares from the 1996
slfocation for SPIF. 599,840 shares are 4lvo svaldabie to be
awarded wrder 8 prior plan; howeves, the Company does not
eXpect any awards to be mada under that plan.

Additionslty, the Conpany has & plan to award stock options and
defered stock awards to nonemployee dirictors, of which 95,500
shares were available for this purpose as of December 31, 1995,
En 1995, 10,600 options and 4,000 sock awards were pranted, of
which 2,000 were issued in conjunction with the plan for
aonemplayee directors,

During 1994, the total mumber of shures dvailable for stock
awyards for SPIP was 175,752 shares, 894,000 of which were
awarded as stock options and $9.450 as restricted stock, which
inchuded an advance of 93,478 shares from the 1995 allocaton,
Additionsy, i F984,3 308 optinns and 4,000 stock awards
were granted, of which 2,000 were issued in conjunction with the
plan for nonermployee directors,

Brack Options
Activity during 1995 and 1994 in shares undet option;
1955 1934
Rutnber Prce  Nember Piee
of Ranys por of Range per
Sharen Shars  Shams Sare
Beginning of year 3,290454 $ 11.8647.00 2560326 § 17864700
Options gramed. £016,950  S3L.5045.00 02300 28563488
Opiions excreised  {300863) 17864050  (137050) 18753063
Optionscancrifed (83,63} 30634050 (35413 20754050
Endofvear - 243,110 $ 17.86.47.00 3200454 § 17864700
Exocishls | 2,107427 $ 17.864700 1619119 § 17864780

Option prices represent She imarket prive at date of grant. Shaves
issued under options are reeorded in the common $tock aceounts
at the option price, Options gramted vest satably divsugh 1998 for
the SPIP plan and, as determined by the compensation committee,
for the CwensComing 1995 Stock Plan,

Pafarred Stock Awards

At December 31, 1993, the Company had 15,711 shares of
deferred stock ontstanding, all of which were vested, During
19935, 2,000 shares of deferred stock were granted, and 2,629
shares were issued,

Compensation expense is measused based on the muket price of
the stock a8 date of grant and is recognized on a straight-line basis
over the vesting xeriod.

#ostrictad Stock Awards

At Deceraper 31, 1995, the Company had 448,973 shares of
restricted stock ountstanding, Stock restrictions apse, subject to
alterpate vesting plans for approved eavly setirement and involun-
sary ermination, over varions periods ending in 2005.

18. Sharg Purchare Rights

Fach outstanding share of the Company’s commen #0ck includes
a preferred share purchase right, Each right entitles the holder io
buy from the Company one one-hundredd of & share of Series A
Participating Preferred Stock of the Company al a price of $50.
The Boand of Divectors fias designated 750,000 shares of the
Company’s authorized preferred stock as Series A Panticipating
Preferred Stock. There are currently no proferred shares
outstanding.

Rights become exercissbie and detach from the corman stock #n
days after 3 person o gronp acquises, vratnonndes &tenday offer
for, 20% or roore of the Company's outstanding shaves of
common stock, The rights expire on Decenzber 30, 1996, unless
redeemed eatdicr by the Company. The rights are mdeemable by
the Company al one cent each At ary time prior to wn days
Foliowing public announcement of notice 1o the Company that an
scgring person or group has purchased 209% or psore of the
Company’s outstanding common stock, i the Company is
aceired in @ merger or other business cofebination at any time
after the rights become exervissble, sach tight would entitle its
holder 10 by shares of sthe acquiring or swrviving company having
& macker vafue of twice the sxerciss price of the xight,

20, Derivative Finaaciat instrunrents and Falr Vplue of
Finarcial instromants

The Company Is a party to fisuncial instresments wish off-
balance-shest risk in the nommal course of business to help

meet firancing needs and to reduce exposure to fuctigting

r




foreign currency exchange rates and imerest rates, The Company
is exposed to eredit Joss in the ovent of nonperformance by the

other pasties to the financial isttumennts described below.
However, the Company does not anticipate nonperformance by
the other parties. The Company does not engage in trading
activities with these financial instruments and does not generally
require collateral oo security to support these financial
instruments. The notional amounts of derivatives sirmmarized in
the foreign exchange risk and interest sate risk management
section below do not represent the amounts exchanged by the
parties and, Bius, are not a measure of the exposure of the
Company through its use of derfvatives. The amounts exchanged
are calculated on the basis of the potional amounts and the other
terens Of the derlvarives, which refaie to Invorest rates, exchange
rates, secutities prices, or fimanciat o other isdexes.

Foreign Exchange Risk and Interest Hate Risk
Management

The Cornpany enters inte various types of derivative financiat
instrements 1o manage its foreign exchange risk and interest rate
sisX, as indicated in the folfowing table.

Notionat Notional

Amount Asmoun:

Pecember 3%, December 31,

{Fr miftions of dotiars) 1985 1994
Forward cirrency exchange

contracts $ 224 $ 194

Options purchased 5 X

Carrency swaps 90 190

Interest rate swaps 150 150

The Company enters into forward currensy exchangs contivcts
to manage its exposire against foreiga carrency flucksations on
cevtain assets and Esbitities denominated in foreign currencies.
As of Decemnber 31, 1995, the Company has 21 forward -
swrency exchange confracts maturing in 1996 which exchange
2.7 biilion Belgian francs, 1 million .S, doHars, 13 million
British pounds, 137 mitlion French francs, 17 billion Itatian ra,
o various othier cprencies, As of December 34, 1994, the
Company had 28 forward currency exchange contracts which
satared in 1995 ard exchanged 4.4 billion Beigian francs,

23 mitlion 1,S. doilars, 38 milltion British pounds, 22 million
Deutsche marks, 19 billion Italian fira, and various other Qwrren-
cies. Gaing and josses o these foreign cursorcy hedges are
cluded in the catrying amount of the related assets and Habili-
ties. At Docember 31, 1995 and 1994, deferred gains and josses
on these foreign crency hedges e not matetial 1o the consoli-
dated] financial stawments. :

Thee Company enters into forward currency exchange contracts
to hedgs its equity investments in certain foreign subsidiaries
anvd to manage its exposure against fluctiations in foreign
currency rates. As of December 31, 1995, the Company has (wo
forward currency exchange contracts maturing m 1996 which
exchange 1 billion Belgian francs against approximately

34 mifiion U.S. dollars to hedge iis equity investments in centam
of its European subsidiarkes, As of December 31, 1994, the
Company had two forward cumency exchange contracts which
matured in 1995 and exchanged 1 biltion Belgian francs against
approximately 32 milfion U.S. dollars to hedge its equity invest-
ments in certain of its Evropean subsidiaries, At Decernber 31,
1995 and 1994, losses of $4 million and $3 milkion on hedges of
net investments in foreign subsidiaries are incinded in
stockholders” equity, respectively.

The Company has entered into forward currency exchange
Coniracts o reduce its exposare 1 currency fluciuations op the
proceeds of the sale of its investment in Asahi Fiber Glass
Company, Lxd, (Note 12). As of Décember 31, 1995, these
contracts exchange S billion Eapmése yen £or 50 milkion ULS.
daoliars. At December 31, 1995, gains of $3 million are included
as deferred revenue.,

The Company entered into forward cusrency exchange contracts
10 reduce its exposure to cusrency flucthiiations on the anticipated
1995 eamings of certain European subwidiaries. The nins
forward cusrency exchange contracts which matured in 1993,
exchanged 412 mitlion Belgian francs and 8 million British
pormds against approximately 25 million US. dolars. Gains and
Josses on these foreign currency hedges were included in
income in the peniod in which the exchange rates changed,
Gains on these forward currency exchange cOntacts Were not
material to the consolidated Tinandial staterrerts.

The Company enters into option contracts o hedge anticipated
tamsactions with certain of its foreign subsidiaries, As of
December 31, 1995, the Company has eight carrency option
comtracts maturing in 1996 which hedge the 1996 royalty
payments of the Company’s Eugopean subsidiaries, As of
December 31, 1995, the currency option contracts exchanged
526 million Belgian francs and 6 mition British pounds against
approximatedy 25 miltion U.S. dollars, As of December 31,
1994, the Company had six cipvercy option contracts which
exchanged 496 mittion Belgian francs e 4 mition British
pouxds against approximately 22 mitlion U.S. doliars. Gains on
the Company's hedges of these anticipated transactions are
included 25 deferred revenue, At December 31, 1995 and 1994,

. deferred gains on option contracts ae not material to the consol-

idated Bnancisl statesrients, .




20 Berivative Financisl Instruments and Fair Valae of
Financig! Instruments {(Continuad)

As of December 31, 1994, the Company entered into two tig-
JeNCY $Wap FaRaCtions 10 manage s expesure againsi foreign
currency fluctuations on the principal amount of its guaranioed
9.834% Eurobonds {Nore %};_Al Decetaber 31, 1994, gains on
shese coprency swaps Were not mattrial fo (he consolidated
financial statements. During May 1993 the Cotrpany tesminated
these swaps. The teymination of these swaps exchanged 140 mij-
Jon LK doliars for approximaicly 89 million British peunds,
resuiting in & gain of approximately 10 million U,S. dolass. At
that time, the Company entered into two cross-cayrency interest
rste swaps from LS, dollars into British pounds to hedge the
imerest and principat payments of the remaining Eurobonds
through 2002, These agreements also convert part of the fixed
rate interest o variable rate inerest. The gain on the exercised
swaps iz being amortzed over the Jife of the origine] bedge, At
Decembey 31, 1995, §7 mitlion of wnamonized gain on the four
CYOSS-CGTTORCY INerest rale swaps s Mncluded in other abidities.

The Company hag a cross-Cumrency interest rate conversion
sgreement from Deutsche marks into 1.8, dollars 1o hedige the
interest and principal payments of its 7.25% Detitsche mark
bosds, due in 2000, The agreement establishes a fixed interest
mteaf 11.15%.

The Company enters inte Biugrest rate swaps 10 ianage its
inferest sate risk. The Company has entered into four mnerest xate
swap agreements 10 reduce the interest rates on its fixed rate
borrowings, These agreemienss effectively convert an aggregate
principat asmount of $150 miion of fixed rate dong-termn debt
B0 variable rate borrowings with interest rates ranging from
5.875% 10 30255% 10 1955 and $.81% t0 7.96% in 1994. The
agreemiests matre fn 1998, Fhe differential interest to be paid of
received is accrued as interest rates chanpe and is recognized
over the §ife of the agreements,

Othaer Finsncial inetruments with Off-Balance-Sheot
Risk -

As of December 31, 1995 and 19924, the Comnpany is contin-
pently liable for puarantees of indebledness owed by certain

© seonsolidated affiliates of $71 million and $27 million, respecs
tively, The Company is of the apiion that its unconsolidated
afiitiates will be able to perform under their respective payment
obligalions in connection with such guaranteed indebedness and
that no paymients will 5i¢ requined and no losses will be incurred
byﬂwCompanyundcr such guarmees.

omammﬁausofcmdxm
As of December 31, 1995 and 1994, t?:cCcnmyhasnas:gmﬁ
cant group concentrations of credit gk,

¥air Value of Financial Instruments

“Fhe folfowing methods and assumptions wese used 10 estimate the

fair value of exch category of financial instruments.

Cash and short-ferm financial instraments
“The carrying amount appioximates fair value duc to the shont
maturity of these instruments.

§ ong-term notes receivable _
“Fhe fair value has been estimated using the expected future cash
flows discounted at market inferest rates,

‘The fair value of the Company’s fongtorm debt has been
estimated based on quoted market prices for the same or similar
issues. oy on the current rates offered to the Company for debt of
the same remaining maturities.

Forcign currenty swaps and inferest rate swaps

Fhe fakr vaiues of foreign Cursency $waps and interest rate swaps
have been estimated by traded marke values or by oblatiing
guotes from brokezs,

Forward corrency exchange econfracts, optian contracts, snd
financial goarantees

The fair values of forward currency exchange contracts, option
contracts, and financial guaranters are based on fees currently
charged for similar agreements o on the estimated cost 1o
serminate these agreements or otherwise seftie the obligations with
the counter parties M the reporting date.

"The estimated fair values of the Company’s financis! istruments
as of Lecember 31, 1995 and 1994, which have fair values
differapt than their canying armounts, are 28 Toltowsy!

1996 1994

Carrying yair Carrying Fair

(Inmillions of doliavsy  Amount  Valus  Amount Value

Assery
Eong-tesm noges
receivabic
Liabilities
Lang-term debt 794 876 1037 1576
Ofi-Bajance-Sheet
Financial Instruments
~ Unreatized gaing
Bwaps — 39
Interest rate swaps - .

$ 24 ¢ 22 % 2 $ 18




As of December 31, $995 and 1994, the Company is contingently
Habie for guarantees of indebtedness owed by certain unconsoll-
dated affiliates. There is no market for these guarantees and they
were issued without explicit cost. Therefore, itis not practicable 1o
mblisi; their fair value,

As of December 334895 and 1994, the Company has also entered
into certain forward currency exchange and option contracts, the
fair values of which are not material to the consolidated financial
stalements.

21. Contingent Linbilitios

Asbastos Liabilitios

The Company is & co-defendant with other former manafacturers,
distributors and installers of products containing ashestos and with
miners and suppliers of asbestos fibers {collectively, the Producers}
in personal injury and property damage ltigation. The personal
iniory claimants generadly atege inieries 10 their health caused by
intmlation of asbestos fibers from the Company’s products. Most of
e chaimants seek punitive damages as well as compensatory
damages. The property damage claims generaily allege property
damage 10 school, public and commercial bulldings resuiting from
she presence of products containing asbestos. Virrably alf of the
asbestos~relared Inwseits against the Company arise ourof its
manufzcture, distribution, safe or instalistion of an asbestos-
containing calcium silicate, high lemperatire insulation product,
the manufacture of which was discontinued i 1972,

Status

As of December 31, 1995, approximately 144,200 asbestos
personal injury claims were pending against the Company, 35,900
of which were received in 1995, The Company received approxi-
mately 29,100 such claims in 1994, and 32,406 in 1993,

Through December 31, 1995, the Company had resoived (by
settiement or gtherwise} approximately 160,600 ashestos personal
mjry clzims. Dusing 1993, 1994, and 1995, the Company
resolved approximately 60,800 such claims and incurred total
indemnity payments of $641 miltion (an average of about $10,700
per case). The Company’s indernnity payments have varied consid-
erably over time and from case to case, and are affected by a
multitude of factors. These include the type and severity of the
discase sustained by the claimant (i.¢., mesothelioma, lung cancer,
other types of cancer, asbestosis or pleural changes); the oceapa-
tion of the glaimany; the extent of the claimant’s exposure o
ashestos-contaiming products manufacrured, sold o instathed by the
Company; the extent of the claimant’s exposuze 1o asbesios-
containing products manufactured, sold or insialied by other

Producers; the number and financial resources of othier Producer -

defendants; the jurisdiction of suit; the presence or absernce of
other possible causes of the claimant’s iliness: the availability or

not of fegal defenses such as the statute of limitations or state of the
art; whethier the ¢laim was resolved on an individual basis or as part
of a group settlement; and whether the ¢laim proceeded to an
adverse verdict or judgment.

insurance

As of December 31, 1995, the Company bad approximately $430
wmiltion in unexhausted insurance coverge (nef of dednetibies and
seif-insured retentions and excluding coverage issued by insolvent
carriers) under its liabHity insurance policies applicabie to asbestos
personal injury claims. This insurance, which is substantially
confirmed, includes both products hazard coverage and prinsary
leve} non-products soverage, Portions of this coverage are not
avaitable untit 1997 and beyond under agreements with the carriers
confirming such coverage, Al of the Company’s liability insurance
policies cover indemmnity payments and defonse fees and expenses
subject to applicable policy timis,

i1 addition o its confirmed non-products inswrance, the Company
has a significant amount of potertial non-protucts coverage with
excess feved casviers, The Company cautions, howevey, that this
coverage is anconfirmed and that the amount and fiming of
additional recovery from these policies, if any, will depend on
subsequent nogotiations o proceedings.

Reserve

The Company’s estimated total Habilities in tespoct of indenanity
and defense costs agsaciated with pending and unasserted asbestos
pessonal Injury claims that say be received through the year 1999
(the “Liabilities™), and its estirnated insurance recoveries i respect
of such claims {the “Instrance™}, are reported separately as
foflows:

Agbestos Litigation Claims
Racombar 3%, December 3%,
{In millions of doliars) 1595 1954
Reserve for asbestons
ltigation claims
Cirrent $ 250 3 300
Cther 887 1,143
Total Reserve 1,137 1,445
Insurance for asbestos
{itigation claims
Current 0o 125
Oiher 330 556 .
Totai Insvrance 430 . 681
Net Asbestos Liabiliy $ 707 $ 764
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21. Contingent Lishilitles (continued}

Case {iling rates have continued &t historically high Jevels with
the receipt of approximately 53,900 new claims during 1995,
fotlowing the receipt of approximatedy 29,100 ciaims in 1994
znd approximately 32400 claims in 1993, Many of these tiew
claims appéar 10 be the product of mass screening programs and
not o involve significinpbestos-related impainment. The large
number of recent filings and the uncertain value of (hese clabns
have added to the uncenainties involved in estimating the
Company’s asbestos Habilities.

Ceriain of the Company's poincipat co-defendants, the 20
members of the Center for Claims Resolution, have ensered into
a proposed “global” settierent which woutld require fusare
claimants to satisfy cerain medical criteria indicative of signifis
cany ashestos-related impainnent as a pre~condition to their
eligibility for seitlement payments. The Company is using
similar criteria in the implementation of its own settfement and
fitigation strategy and is also seeking to reguire more careful
proof than in the past that claimants had significant exposure 1o
the Company's ashestos-contatning product of operations, The
Company believes that this strategy will reduce the overall cost
of asbestos personal injury claims in the long ruy by channeling
inderanity payments 1o claisants who can establish significant
asbestos-reiated impairment and exposure to the Company’s
asbestos-contalning product o eperations and by substantially
reducing ndemnity payments 1 individuals wha are unimpaired
or who did not have significant such exposure. The Company’s
strategy has vesulted in an increased jevel of triad activity and an
increase in the manber and amount of compensatory and puritive
dansage verdicts and judgments against the Company, This
sirategy may have the effect of increasing averape pex-case
indemnity costs for clims resolved with payment, while also

“increasing the number of clalis-dismisced Without paysent.

The Company cautions that such factors as the nismber of future
ashestos personal infory claims received by it, the rate of receipt
of such claims, and the indemnity and defense costs associated
with asbestos personal infory clatms, as well as the prospecis for
confisming additionad, applicable msurance coverape beyond the
$430 miltion referenced sbove, are influenced by munerons
variables that are difficult to predict, and that estimates, such as
the Company's, which anempt to take account of such varisbles,
ane stshiect 1o considerable uacertainty, Depending upon the
outcome of the various uncertainties described abave, particu-
larly as they refate 0 wnisapaired claims, it may be necessary at
some poist in the futine for the Company to make additional

. provision for the uninsused costs of asbestos personat injury

claims received through the year 1999 {although no such.
amourts are seasonably estimable 2t this tme). The Company

rernains confident that its estimate of | iabilities and insurance will
be sufficient to provide for the costs of all such claims that involve
malignancics or significan asbevtos-related functional impairment.
“The Company has reviewed and wili continue to review the
adequacy of its estimute of Liabilites and Insurance on a pesiodic
basis and make such adjustnents a8 may be appropriate,

The Company cannet estimate and is not providing for the cost of
unasserted claims which may be received by the Company after
the year 1999 because management is unable o predict the number
of claims to be received after 1999, the severity of disease which
may be involved and other factors which would affect the cost of
siech claims.

Cash Expenditures

The Corapany s anticipated cash expenditures for uninsured
asbestos-related costs of claims received through 1999 are
expecied (o approdimate $7G7 million, the Company's 1iabiiifics,
net of Insurance, before tax henefits. Cash payments will vary
annually depending upon a number of factors, including the pace
of the Company’s resolution of claims and the fiming of payment
of its Insurance.

Maragement Opinion

Adthough any opinion is necessarily judgmental and rust be based
on information niow known 1o the Company, in the opinion of
management, the additional unitisured and unreserved costs which
miay arise out of pending personal injury and property danage
asbestos claims and additional simitar asbestos claims filed in the
future wilf not have a materially adverse effect on the Company's
financial position. While such additional nninsured and unteserved
costs incurred in and after the year 2000 may be substantial over
tisne, smanagement believes that gay such additisnal costs will not

mpair the ahifity of the Compagy 10 meet its obligations, 1o

sinvest its its businesses or {0 take advantagie of attractive uppory-
srities for growth,

Non-Asbaztos Llabitities

Warious other lawsits and claims arising in the nonmal course of
business are perding against the Company, some of which allege
substartial damages, Management believes that the outcome of
these tawsuits and claims will not have 2 materially adverse effect
on the Company's financial position or resiits of operations,




22, Quartarly Financial information {Unaudited)

Quaster
(I mifiiens of dollors, except shary date} Firgt  Second " “Third Founth
1525 '
Nt Sdles : . . $ 344 $ 8Y7 § 827 % oed
Cost of Rales o . 630 839 684 717
Gross Margin $ 214 $ 238 § 243 S 247
-Net Income $ 33 $ 63 8 M $ o8
Noat income per Share:
Primary Net Inocome per Share $ 7 8§ 126 & 135 % 127
Futly Diluted Net income per Shars $ 68 $ 120 $ 128 % 121
1504
Net Sales $ 677 & 852 % 936 § 88
Cost of Sales 523 . 644 705 664
Gross Margin $ 154 $'208 % 23 222
Income (L.0ss) Before Cumulative Effect of Accounting Changes $§ ©®&n § 45 33 43
Curmulanve Effect of Accounting Changes (Notes 6 and 17) 83 - —_ o
Net income $§ 8 3 45 § 33 & 43
Net Income per Share:
Primaty
Income (Loss} before Canwifative Effect of Accannting Changes 505 % 103 § 11 & 88
Cumuiative Effect of Accounting Changes 193 —_ — ——
Net Income per Share $ 4 % 103 § 11 & 98
Fudly Dilued .
Incorne Gons) before Comidative Bfecs of Accounting Changes $¢130) 8 95 § 109 § <
Cumnulative Effect of Accounting Thanges 1.7% o - e
Net Income por Share _ $ 4 $ 85 § 19 § 9

Net income per share and primary and fufly diluted weighted average shares are computed independently for each of the quaners
presented. Therefore, the sum of the guarterly rel income per shave may ot equal the per share total for the year.
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Glossary

General

~Advantage 2000; A global, 100-week, emerprise-wide
business provess reengincering initiative to redesign core
processes and replace 208 inefiicient information systems with a
fufly integrated plobal network, '

AURAS Suwinsdﬁmi A vacuum panet of thermally
1aifored glass fibers encapsubated in stindesy steel {oll, Rermuen-
cally sealed and evacuated, used in sppliance applications.

Brand: An identity, including name, icons and inage, that
conveys specific messages 1o consumers, including whist a
company represents, The Owens Conting brand is a styategic
competitive advantage.

Compusite: A material system comprised of two of roone
componeIts, .. plastic resins and ghass fiben,

Fiberghas*: Owens Corning’s standard glass fiber insudation,
availsbie in a variety of R-values and thicknesses,

Fiharization: The process by which molien glass is tumed into
glass fiber for a variety of uses, incliding insulation.

¥oam insutation: Extruded or expanded polystyrene foam
board used in 2 variety of insulation agplications.

Glasa Reinforced Plastic (GGRP): A composite in which
fibrous reinforcements, such as chopped fibers, rovings, yams or
mags, are imbedded to add stength to the plastic.

Home Bdlding Materialt System: Qwens Coming's
integrated, muki-product offering including nurnerous ngila-
tivn, seofing, exterior color-maarch and sourd comtrol proviuces,
providing an overall performance system for homeowners and
semodeling contractoss.

Housewrap: A dursble polypropylene muterial used as an air
filtration bawier for exterior walls in remodeling and new
residential construction.

infrastructure: The system of public works of a countzy,
state or seglon, providing tansportation, communication and
ulifities for the popuistion. Inciudes highways, roads and
bridges; transmission sowers, cables, wility poles and pesver
Aystamis; water and waste Tansport systems.

Matarinls Sywtem: A product combination including two o
tore matetials in specific proportions and arzangements, and
processed to defined properties, for combined performance
impact,

Mivaftax™ fibsar: The first sew fovm of glass fiber in neasly
60 years, developed by Owens Coming using bi-component
technology 1o fuse two different glass compositions into one
filament, making the fibers flexible, soft-to-theouch and
virtually dtch-free.

R-vwalue: ﬁm insulation’s resistance 1o heat flow, including heat
gatn n warmer months and heat Joss in colder months. The
higher the R.value, the greates the insulating power,

- Potyaster reain: A synthetic resin. When mixed with glass

fibey and put through varions processes it crestes a coimposite
materiad.

Financial

Cast of Borrowed Funda: Interes: payments for tong-term
and short-term debt obligations, inchuding bonds, notes and
debentures.

Capitat Expenditures: Fixed funds used for planned
rebuiids, equipment upgrades, environmental and safety fems,
as welf as discretionary finxds used for additions and nprove-
mepts to property, plant and equipment for productivity and
growth.

Primary Earnings per Share: Net income divided by
weighted-average rumber of common shates and common stock
equivalents outstanding duting the period.

Fully Dituted Earnings por Share: Net income plus interest
art dividends on convertible debt ang Monthly Income
Preferred Secarities divided by the woighted-average Common
shares and coramen stock exjuivalents omstanding, assuming
COTVEESion,

Gross Margin: Not sales minus cost of sales,

Juint Venture: A business formed in agreement behween 1w
or more entities, with some form of shared ownership.

Onpofng Opearations: Financial resules cliniating the
impact of non-recuring events and fransactions.

Productivity: Chanpe in safes without price, compared 1o
change in costs without inflation.




General Information

. Corporate Address - Yolt-Frge Numbers and Elsctronic Mall Addresses
Owens Coming World Beadgugrters Investor Relations
Fiberglas Tower 1.800.403.6843
Totedo, Chio U.8.A. 43659 Investon@owens-Corming.oom _
419.248.80006
A . : Literatore Reguests
~«Shareholder Saryiess <7 ’ . 1,.800.723.2727
Owens Coming maktains 2 Sharcholder Services Office at ' doccenter@owens-Cormning com
world headguanters in Toledo, (o, 0 assist shamcloloers.
Inquiries are welcome at the world headgnarters address. Producs Information
. LBDR.GET PINK.
‘Teansfor Agent and Registrar :
Chemical Mellon Sharcholder Services, LL.C. acts as primary Copies of Owens Coming’s recent news releases are available
Transfer Agent and Registrar for the Company-Questions on via fax by calling Compuny News On-Call at 1.800.758.5804,
change of ownership, total shares owsed, consolidation of extension 677350, This electronic, menu-driven serviceof
apcounts and other such mattersshould be seat to Cherical PR Newswire is avaitable 24 hours a day, seven days 4 week,
Metkm Sharehalder Services, LL.C., Ovarpesk Centey, at no-charge w caliers.
85 Challenger Road, Ridgefinid Park, New Jorsey 07660,
or phone 1,800.851.9677. Intornet
You can visit the Oweng Corning Home Page 2t ouy
Auditors Workd Wide Web site ysing the folfowing address’
Arthar Andersen LLP, Toleds, Ohio, is the independent public hite: A ww,owens-Coming.com
accounting fism for the Company.
Change of Addreas

A change of address should be reported promptly by sending
a lester to Chemical Mellon Sharcholder Services, LE.C,
Overpeck Center, 85 Chsflenger Rond, Ridpefield Park,
New Jersey 97660.

Form 10K

The Company will provide without cherpe to ahy persoh who
is 5 beneficial owner of its shares a copy of the Company’s
1995 Anbual Report on Form 10-K, as filed with fhe Secufities
ang Bxchange Commission. Requests should be addressed to
Customer Service, Owens Coming, Document Cenler 3,

803 Washington Strest, Toledo, Ohic 43624,

Annus! Meating
"Fhe annml shareholders reeting of Gwens Coming will be held
in SeaClate Centre, 401 Jefferson Avenue, Toledo, Ohio at 2 pam.

Stock Exchange

Owens Comsing stock is listed for trading on the New York

Stock Exchange and the Toronto Stock. Exchangs under the
- symbol OCH

reeycled paper, and glt pages are recyclable.







