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CWENS CORNING AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF INCOME
{(unaudited)

NET SALES
COST OF SGALES (Note 3}

Grass margin

OPERATING EXPENSES {Note 3)
Marketing and administrative expenses
Science and technology expenses
Restructure costs
Cther

Totai operating expenses

Gain on sale of assets (Nofe 4

INCOME FROM OPERATIONS

Cost of borrowed funds

INCOME BEFORE PROVISION
FOR INCOME TAXES

Provision for income taxes {(Note 6)

INCOME BEFORE MINORITY INTEREST
AND EQUITY IN NET INCOME OF
AFFILIATES

Minoatity interest

Equity in net income of affiliates (Note 4)

INCOME BEFORE EXTRADRDINARY
ITEM ’

Extraordinary ioss {Note 5}
NET INCOME

Quarter Nine Monthks
Ended Ended
September 3¢, Septernber 30,

1898 1887 1868 1987

(in millions of dollars, except share data}

$1324 1238 $3747 53430
1060 871  7.983 2.401

264 2867 2 784 728

138 144 418 388
14 16 43 %0
0 " 117 -
&7 2 83 S

248 izl 660 443

292 - KY{: -

307 28 480 286
37 i3 130 78

227G €2 370 208

,1_32 & 158 51

138 56 214 157
{4} {2y (145 {®)

i 2 2 13

135 88 202 164

39 2 (3% -

§ 88 % 2| % 183 § 184
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o CWENS CORNING AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF INCOME {Continued)

(unaudited)
Quaarter - Nine Manths
Ended fEnded
‘September 30, Septernber 30,
1988 1897 1048 48997

{In millions of doliars, except share data)

NET INCOME {LOSS) PER COMMON SHARE

{Nofe 1D)
Basic:
income before extraordinary tem $ 2% & 1.1 $ 376 $ 31
Extracrdinary loss {Note 5) £72) - {72 -
Nat income per share 2 A8 B LA 8384 8 il
Difuted:
Incame before extracrdinary itern $ 232 $105 %353 § 292
Extracrdinary loss (Note §) {68} - {86} .
Net income per share $ 166 % 105 $ 287 $ 2.92

Weighted average number of correnorn
shares cutstanding and common equivalent
shares during the petiod (in miflions)

Basic 53.8 53.1 8§36 2.8
Diluted §9.2 58.3 58.8 S8.1
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OWENS CORNING AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET

{unaudited)
September 30, Dacember 31,
1998 1897
ASSETS _ {in mitlions of doftars)
CURRENT
" Cash and cash equivalents (Note 4} $ 540 $ 58
Recsoivables 542 432
Inventories (Note 73 495 ' 503
insutance for asbestay fitigation
claims - current portion {Note $1) 126 100
Deferred incame taxes 146 160
Assets held for saja (Note 4) - 41
income tax raceivabie 115 98
Other cutrent assets 44 38
Total current 2,007 1,428
OTHER
Insirance for asbasta§ iRlgation
claims {Note 1) 286 357
Asbestos costs to be teirmbinsed - Fibvehoard {Note 14} 8% 118
Deferred income taxes 257 328
Goodwill {(Note 33 764 778
Investments in affiliates (Notes 3 and 4) 38 52
Cthar soncurrent assels 218 184
Total other 1.649 1,815
PLANT AND EQUIPMENT, at cost 3417 3.585
tess--Accumuiated depraciation (1,808} {1.832)
"Net glant ang equipment 1,605 1253

TOTAL ASSETS 3 2262 24508
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QWENS CORNING AND SUBSIDIARIES
CONSOLIDATED 8ALANCE SHEET (Continued)

(uinaudited)

LIABILITIES AND STOCKHOLDERS EQUITY

CURRENTY
Accounts payabie and acerued fiabilities
Reserve for asbestos Ifigation claims -
current pontion (Note 11)
Short-izrm debt
Long-tersn dekt - current portion

Total current
LONG-TERM DEBT {Nota 5)

OTHER
Reserve for ashestos litigation claims (Note 11)
Ashestos-related Eabilties « Fibreboard (Note 1)
Cther employee benefits liability
Pension plan Hability
Other

Total other

COMPARY QBLIGATED SECURITIES
OF ENTITIES HOLDING SOLELY
PARENT DEBENTURES (Note 5)

MINORITY INTERESY

STOCKHOLDERS EQUITY
Commeoen stock
Defict
Accumuiated other comprehensive income {Note §)
(40}
Other

Total stockholders' egulty

TOTAL LIABILITIES AND STOCKHOLDERS'
EQUITY

September 30 December 31,
1598 1887

(irs millions of dotars)

678
{881}

419
(260)

$ 2288

$ 84

350

23
120

1,307
1,308

1.320
92

338

65

163

2008

687
{1.041)
(32}

LD
441

$ 4928

123
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CWENS CORNING AND SUBSIDIARIES
CONSDLIDATED STATEMENT OF CASH FLOWS
{unauditod)

Net Cash Flow from Cperations

Net inconwe
Reconciliation of net cash provided
by operafing activities:
. Nongash tems:
Provision for depreciation and
amortization
Provision for deferred income taxes
Extracrdinary loss frotn early retiroment
of dabt {Note 5)
Gain on sale of assets (Note 4)
Other (Note 3}
{increase) decrease in feceivables
{Increase} decreasa in inventorias
Increase (decrease) in Accounts
payabla and accrued liabilities
Incresse (decrease) in pecruad incarw taxes
Frocesds from insurance for ashestos
fitigation claims, exciuding Fibreboard
Payments for ashestos itigation clalms,
excluding Fibreboard
Other

15

Net cash flow from operations
NET CASH FLOW FROM INVESTING °

Additions to plant and egquipment
fnvestment i subsidiaries, not of
cash acquired (Nate 4)
Proceeds from the saje of affitiate
of buginess {Note 4}
H

{10

Net cash flow froms invasting |

Quarter _ Nine Months
Ended kEnded
Septembar 38, September 30,
1888 4597 1988
1987
{irt millions of doilars}
$ 85 $ 58 § 13 $ 1864
48 as 147 121
=1 4 85 80
39 . 35 -
(292) = {376} .
115 {5} 12 {12}
18 {40} {151) {203}
1G a7 {30) (45)
40 {30) 16 {120)
{65} (2} 10 (28}
24 29 46 93
{70) {62) {284} {247)
88 42 g7
138 87 {138 (233
{58 (44) (188) {173}
- {527 - (S87Y
528 . 562 .
& L} 48
$489 $B72 % 463  §$(732
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CWENS CORNING AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS {Continued)

{unaudited)
Quarter : Nine Months
Erdded Endext
meptember 30, September 38,
1548 1947 1354 18487

{in mitllons of dotlars)
NET CASH FLOW FROM FINANCING (Nota %)

Net additions to fong-tenm credit facilities $ 385 $ 708 $ ® $ ¢v2
Cther additions to fong-term debdt 423 21 983 157
Other reductions to jong-term debt {480} (147) {453) {188;
Net increase {decrease) in shont-term debt {48} {81) 48 {28}
Repurchase of Trust Preferred HBybrid Securities {30%) - {309 -
Premium payments on early retirerment of debt  (62) - {82} B
Rividends paid {4) (3) {12) {10}
Other s (13 O
Net eash fiow from finanging £110) 476 185 830
Effect of exchange rate changes on cash - {1 - ()
Net increase (decrease) in cash
and cash squivaients 488 {10) 482 {36)
Cash and cash equivalants at
heginning of pariod 42 i8 58 45

Cash and cash equivalents at end

of period (Note 4) §§:3,Q £ 2 &840 2

4




OWENS CORNING AND SUBSIDIARIES
QUARTERLY INFORMATION ON INDUSTRY AND GEOGRAPHIC SEGMENTS

1. SEGMENT DATA
NET SALES

Industry Segrments

Building Materiais
Unifed States
furope
Canada ang other

Total Building Materiais

Cormposite Matarials
Ussitard States
Eurepe
Canada and other

Taota! Compeosite Materlals

Itersegment sales
Buiiding Materlais
Composite Materials
tlirninations

Net sales

Gepgraphic Seqments

United States
Europe
Canada and other

Total

intersegmernt sales
initad States
Europe
Canada and other
Eliménations

N_et sales

{unaudited).

Quartey : Nine Months
Ended ended
September 38, September 30

1998 1987 1988 1857

(in millions of dollars)

$ 942 5 807  $2553  $1.907
55 73 160 145
1.050 834 2,811 2.272

142 150 443 449
85 81 282 281
e} 43 105 118

284 84 2 836 B3B8

29 28 87 83
{29 28 (8% (&3)

$1,085 $ 957 $3.002  $2356
148 165 480 51

a1 118 263 283

35 28 105 58
5 g L35 25
16 18 45 66

856 B (08 79
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OWENS CORNING AND SUBSIDIARIES
QUARTERLY INFORMATION ON INDUSTRY AND GEOGRAPHIC SEGMENTS {Continued)

{unaudited}
Quarter Ended Nine Months Ended
September 3D, : September 30,
1888 1987 1e88
1887
{in millions of doliars}
1. SEGMENT DATA {Continued)
INCOME (1.O8S) FROM OPERATIONS
indus mants
Buiiding Materials
United States : $ &7 $ 76 $ 147 $ 183
Europe N - (20} 7
Canada and otier {30) 5 32) g
Totat Buiiding Materials 20 81 85 198
Cormposite Matarials
Unifed States 347 40 437 134
Eutope { (4) {21) 2
Canada and other {4) 2 V3 {3
Total Composite Matetials 3% 34 ala 1238
General corporate expense {49} 1D {29 {48)
income from oporations 3067 Gl 480 286
Cost of borrowed funds (37 (383 {110 7B
(ncome before provision
for incorme taxes 2 278 : 8 $ 38 $ 208
Geggraphic Seqments
United States $ 404 3 116 $ 584 $ 317
Europe {14 (4) (41} 3
Canada and gther {34} 3 (34} 8
General corporate expense {49} {17} (28 (48
income fraom operations 307 o8 480 288
Cost of borrowed funds * {30 (36) [WRit) {7

{ncorre before pravision

for income taxes § 278 $ &2 § e $ 208
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OWENS CORNING AND SUBSIDIARIES
QUARTERLY INFORMATION ON INDUSTRY AND GECGRAPHIC SEGMENTS {Continued)
{unauditad}

Incorme from operations for the quarter ended September 30, 1998 inciudes a pretax charge of
$148 mitlion for restructuring and other actions as well as 8 pretax net gain of 3282 from the saln
of certain businesses. The inpact of thess special terms was te raduce incorwm fram aperations
for Buliding Materials in the United States, Europe, and Canada and other by $82 million, $12
mitlion and $32 miiliors, respectively; reduce income from operations for Composite Materials in
Europe and Canada and other by $11 midlions and $10 milion. respectively; increase income from
operations for Composite Materials in the United States by $308 million: and to increase general
corporate expense by §37 million. (ncome from operations for the ning months ended September
30, 1988 includes the itemns above as weil as the following itams from the first quarter of 1998: a
pretax charge of $35 millien for restructuring and other actions and a pretax gain of $84 million
from the sale of the Company's 50% ownership interest in Alpha/Owens-Corning. The impact of
these spacial tems was {o reduce income from operations for Bujlding Materials in the United

~ States, Europe, and Canada and other by $17 rilion, $11 milion and $1 millian, respectively;

Composite Materiais int the United States, Europe, and Canada and other by $8 million, $27
mittion and 81 miliion, respectively; and to decrease genoral corporate expense by $54 million.
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OCWENS C NG AND SUBST

NOTES TO CONSOUIDATED FINANCIAL STATEMENTS
{Continued)

2. GENERAL

The financial staternants inciuded in this Repoent are condensed and unaudited, pursuant to
certain Rufes and Regulations of the Securities and Exchange Commission, but include, in the
opinion of the Company, adjustments nocessary for a fair statement of the results for the
petiods indicated, which, however, are not necessarily indicative of results which mray be
expected for the full year.

In connection with the condensed financial statements and notes inchided in this Repont,
reference is made o the financial statements and notes thereto contained in the Company’s
1987 Anhual Report on Form 104K, as filed with the Securities and Exchangs Comumission.

3. RESTRUCTURING OF OPERATIONS AND OTHER ACTIONS

Quring the third quanter of 1998, the Company recorded a $148 millicn pretax charge for
restructuring and other actions as the final phase of the Company's previcusly announced
program to close manufacturing facilities, enhance manufacturing productivity ardd reduce
overhead, On a cumuiative basis since the founth quarter of 1887, the Company has recorded
a total pretax charge of $386 million, of which $143 million was recorded in the fourth quarter
of 1997, 3235 million was recorded in the first quartar of 1898, and $148 milion was recorded in
the third guarter of 1998, .

The $148 millicn pretax charge in the third guarter of 1998 was comprised of a $30 miillon
charge associated with the restructuring of the Company's business segrments and 2 $118
mitlion tharge associated with other actions, the mujority of whicth represent asset
impairments. The $30 million restructiire charge has been classified as a separate component
of operating expenses on the Company's consolidated statement of income while the $118
million chafrge for other actions is comprised of a $60 million charge to cost of sales, a $4
million charge o marketing and administrative expenses, and a $54 million charge to other
operating expensas. The components of the restructure charge inciude 38 million for
persennel reductions and $21 million for the divestiture of non-strategic businesses and
facilities, of which $20 million represents non~cash asset write-downs {o estimated fair vatue
and §1 milliors represants exit cost labiilties, comprdsed primaridy of lease commitments. The
“$9 millionfor persenna! raductions represerits severance costs associated with the éliiination
of approxirmately 400 positions, prirnanity in the U.8. and Asia. The primary groups affected
include rmanufackuring and administrative personnel. As of September 30, 1988, no payments
or charges against the reserve for personnel reductions have been made, no charges have
been made against exit cost liabilities, and ne adjustments have been mads to the liabifity.
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S RNING SUBSHIARIE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Continued)

3. RESTRUCTURING OF OPERATIONS AND OTHER ACTIONS {Continued)

The components and classification of the $118 million of other actions, of which $103 million
reprasents non-cash asset ravaluations and $15 million represents fiabiiities, inckide: $30
million to white down to fair valye certhin rmanufactfing assets held for yse in China, due
primarily to poor current and projected financial rosults. recorded as cost of sales; §15 million
to write down o net realizabie value equipment and inventory made chsolete by changes in
the Company's manufacturing and marketing strategies, recorled as cost of sales; $17 million
for the write-fown of an investment it and the write off of a receivable fom a icint venture in
Koraa to reflect the current business ocutiook and the fair market valie of the assets, recorded
as other operating expenses: $12 millien for the wrte-down of goodwill associated with the
1995 acquisition of Fiboer-lite, datermined 10 he unrecoverable due to a change in markat
conditions and customer demand, recorded as other pperating expenses: and $8 million for
the write«down of certain assats in the U.8. to fair market value, recorded as cost of 5ales. The
Corrpany plans to hold and use the investments but plans to dispose of the equipment in
1948, Alzo inchuded in the $118 million charge for other actions are $13 million for the write off
of cartain recaivables in the U.S. and Asia determined to be uncollectable. recortded as cost of
sales and other operating expenses; and $22 million for other actions recorded as cost af
sales, marketing and administrative expenses, and other operating expenses.

The Company continually evaluates whether events and circumstances have occurred that
indicate that the carrying amount of certain long-lived assets is recoverable. When factors
indicate that a long-lived asset should be evaluated fur possibie impairment, the Company
uses an estimiate of the expected undiscounted cash flows to be generated by the asset to
determine whether the carrying amount is recaverable or if an impairment exists. When it is
determined that an Impairment axists, the Company uses the fair markst value of the asset.
ustally measyred by the discounted cash flows to be generated by the asset, to determine the
amount of the impairment to be racorded in the financial statements.

During the first quarter of 1998, the Company recorded a $85 million pretax charge for
restruciuring and other actions as the second phase of the Company's sirategic restructuring
program fo enhance manufacturing productivity and reduce overhead.

-the .$95 milion pretax charge in the first guarter of 1988 was comprised of an $87 million
charge associated with the restructusing of the Company's business segments and an $8
mitlion charge associated with ofher actions. The $87 million restructure charge has been
classified as a separate component of operating expenses on the Company's consolidated
staternent of income while the $8 miiilions ¢harge for other actions is comprised of a $5 miltion
charge {6 cost of sales and a $3 million charge to marketing and administrative expenses. The
components of the restructure charge Include $81 millian for personnel reductions ang 38
million for the divestiture of non-strategic businesses and facilities, of which $2 million
represents exit cost liabiliies, comprised primarily of lease commitments. The $81 million for
personnel reductions reprasents severance costs assoclated with the eliminafion of
approximately 1,500 positions woridwide. The primary employee groups affected Include
manufacturing and corporate administrative personnel, As of Seplermber 30, 1998,
approximately $43 milion has been pasid and charged against the reserve for personnel
reductions, representing the elirpination of approximately 1,500 employees, the majority of
whese severance payments will be rnada over the course of 1998, and approximately $2
rrillien has beeﬂ c?;arged agamst exit cost fiabilitizs. No adjustrments have been made to the
" ability, : :
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CGWENS CORNING AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Continued)

3. RESTRUCTURING OF OPERATIONS AND OTHER ACTIONS (Continued)

Dusing the fourth quarter of 1997, the Company recorded a $143 milion pretax charge for
restructuring and other actions as the first phase of the program to close manufactusing
facifities, enhance manufacturing productivity and reduce overhead. The $143 million pretax
charge was comprised of a $68 million charge associated with the restructuring of the
Company's business segments and a $75 milion charge assoclated with assst impairments,
inciuding investments in certain affiliates. The compaonents of the restructure charge include
$25 million for personne! reductions; $41 million for the divestitire of non-strategic businesses
and faciities, of which $13 million represents exit cost fabilities, primarly for jeased
warehouse and office facilties to be vacatad, and '$28 million represents non-cash assot
revaluations; and $2 million for other actions. The divestiture of non-strategle businesses and
facifities inchides the closure of the Candlac, Quebec manufacturing facility which was
completed in the fist quarter of 1988,

The 325 milion for persennel reductions during the fourth quarter of 887 represents
severance costs agsociated with the elfimination of nearly 550 positions woridwide. The
primary empioyee groups affected include manufacturing and corperate administrative
personnel. As of September 30, 1998, approximately $17 million has been paid and charged
against the reseive for personnel reductions, representing the efimination of approximataly 550
employees, the majority of whose severance payments will be made aver the course of 1888,
and approximatety $8 mflion has been charged against exit cost fiabilties. No adjustments
have been made to the liability.
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The components of the $75 mitlion of otner actlons during the fouth quarter of 1897 and their
classfication on the Company's 1897 consclidated statement of incorne are as follows: $17
mitlien for the write off of certain assets and invastments associated with unconsolidated joint
ventures in Spain and Argentina due primarily to peor current and projected financial resuits
and the expecied loss of jocat panners, recorded as other operating expenses; $12 million for
the write-down of ¢ertain investiments in mainland China to reflect tha current business oitlook
and the fair marke? vaile of the investments, recorded as cost of sales; $24 mifiion to write
down fo net reafizable vakie eguipment and inventory rrade obsolete by changes in the
Company's rmanufacturing and marketing strategies, recorded as o5t of sajes; $8 million for a
supplernentai employee retirement plan approved by the Board of Direclors in December
1887, recorded as marketing and administrative expenses; $5 million for the write-off of an
insurance receivable that was datermined to be uncollectable afer judicial rejection of tha
Company's claim, recorded as other operating expenses; and $8 million for several other
actions recorded ay cost of sales, marketing and administrative expenses, and other operating
expensas, The Campany plans © hold and wee the investmenis but has disposed of most of
the eguipment in 1898,

The foilowing table summarizes the status of the liabilities from the restructure program
described above, including cumulative spending and adiustments and the remaining balsnce
as of September 30, 1608:

(It mitions of doliars) initial 6/30/58 3rd Quarter S/30/98
: Balance Balance Charges Reserve Balance
Personnal Costs s 106 $ 57 $ (11 $ 9 $ 55
Facility and Business Exit Costs 15 7 {2 1 &
Other g - - - =

Total 0123 & &8 303 $ $ €1

B
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QUWENS CORNING AND SURSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Continued)

4. ACQUISITIONS AND DHVESTITURES OF BUSINESSES

. During 1997, the Company made several acguisitions, the largest of which were the

acyuisitions of Fibreboard Corporation {"Fibreboard™} and AmeriMark Building Products, Inc.
"AmeriMark”y. The purchase price of Fibrebeard, a North Amercan manufacturer of vinyi
siding and accessories, as well as manufactured stone, was $680 miflion, inchiding debt
assumed of $138 million, and was consummated by the exchange of cash for ail of the
outstanding commoen shares of Fibreboard at a price of $55 per share. The purchase price of
AmariMark, a specialty building products company serving the exterior residential housing
industry, was $317 milion and was consummated by the exchange of $308 million in trust
preferred hybrid securities and $8 million in cash for the net assets of AmeriMark.

The foliowing unaudited table presents the pro forma results of operations for the quarter and
nine months ended September 30, 1887, assuming the acquisitions of Fibrabeard and
AmeriMark cccurred at the beginning of the periods presented. The pro forma impact of ail
other acquisitions during
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1887, excluding Fibreboard and ArmeriMark, was not material to the Company's results of
operations for the guarter ¢f ning months ended Saptember 30, 1897. Thase rasults include
conzin adjustments, prmarily for depreciation and amortization, Interest and other expenses
directly atiributable to the acquisition andg are not necessarily indicative of what the resuits
would have been had the Yanssctions actually occurred at the beginning of tha periods
presented. The pro forma resuits do not include operations that were discontinied by
Fibreboarnd prior 1o the acquisition, or operations of Pabeo.

Quarter Nine Months
Ended Endad
September 30, September 30,

1988 1857 4898 1987
{in miliions of dollars, except share data)

Nat sales $1.324 $1362 $3.747 $3.798
ncorne from continuing operations 155 53 202 147
Dituted sarnings per share from

continuing operations $232 §$ 8% $3s53 $ 263

Buring the first quarter of 1998, the Company completed the sale of the assets of Pabeo, a
producer of molded calcium silicate insulation, firepreofing board and matai jacketing, acquired
as parnt of the Fibreboard acquisition in 1997. The Company sold Pabeo for $31 million in cash
and 36 million in notes receivable. The Company coflected approximately $3 million of this
note receivable during the third guarter of 1858,

Late in the first quariar of 1898, the Company sold its 50% ownershtip interest in Alpha/Owens-
Coming, LLC, With cash proceeds of approximately $103 million, the Company recorded a
pretax gain of approximately $84 million as other income on the Company’s consolidated
staterment of intorme.

Curing the third quarter, the Company formed a joint venture for #s yarns and specialty
rratetials business {the “yarns business™) t¢ which it conttibuted two rmanufacturing plants and
certain proprietary technoiogy, On September 30, 1988, the Company compieted the sale of
31% of the joint venture to a
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OWENS CORNI AND DIAR .ES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Lontinued)

4. ACGUHSITIONS AND DIVESTITURES OF BUSINESSES (Continied)

U.5. subsidiary of Groupe Porcher Industries of Badinleres, France for approximately $340
miliion. The Company continues o have a 49% ownership interest in the joint venture. Lipon
clesing, tha Company also recelvad a distribution of approximately $191 miliion from the joint
ventura. As a result of the sale of 51% of the yams Business and the recaipt of the distribution
from the joint venture, the Company recorded a pretax gain of approximately $312 million,
With saies of approximately $300 million in 1997, the Company's yarns business was the
worid's second iargest praducer of glass yarns, and the fargest producer of fine yarmns.
Proceeds from the sale were used to reduce the borrowings under the Company's long-term
revelving credit faciiity in eardy October 1958,




The sonsolidated balance sheet of the Company as of Septernbier 30, 1998 reflects the
disposition of the Company's yams business on that date. The results of operations of
the yarns business are refiacted in the Company's consolidated statement of income
through the period ending September 30, 1698, For the nine months ended September
30, 1998, the yarns business reestded sales of appraximately $20%5 miWion and nsl
income of approximately $36 millien. Effective September 30, 1998, the Company wiil
account for its ownership interest in the yarns joint ventire under the aguity method,
(e to the joint verture's distribution of a dividend te the pantners in excess of the joint
vonivre’s {otal equity on Septermber 30, 16888, the joint venture is in an equity deficit
position. Accardingly, the Company wili not record any equity in the net incorme of the
vint venture until such time as the joint venture has positive equity.

Additionally, during the third quarnter of 1958, the Coerrpany sold its Kitsons distribution
business in the U K. and its windows manufacturing business in the U.8. and recorded a
pretax joss of approximately $20 million,

8, LONG.TERM DEBT

tn the first gquarter of 1998, the Company amended its fong-tenn revalving credit

agreomant and reduced the rnaximum commitment equivalent fo $1.8 billion, of which
portions can be denominated in Canadian doilars, Beigian francs oy British pounds
subject to the provisions of the agreement. The agreement aliows tha Company to
borrow under multiple options, which provide for varying terrs and inferest rates. The
commitment fee, chargad on the ettite corunitment, is a sty stale based on oredit
rafings and was .15% at September 30, 1998, As of September 30, 1898, 3236 million of
this facility was used for standby letters of credit and $674 million was unused, The
average rate of interest on this faciity was $.9% at September 30, 1898,

During the second quarter of 1898, the Company issued two series of debt securities for
an aggregate principal amount of $550 million. The first serivs, representing $300 rmillion
of the securities, is due May 1, 2005 and bears an annuai rate of interest of 7.5%,
payabie semiannually, The second series, representing $250 miflion of the securities, is
dua May §, 2008 and bears an anhual rate of interest of 7.7%, payabie sermiannuaily.
Both series of securities {the "Notes™) were igsued as unsecured obligations of the
Company and are redeemable, in whole of in part, at the option of the Company at any
time at 2 redermption price equal to the greater of (i) 100% of the prncipal amount of
such Noles of {if) the sum of the presaent values of the rarmaining schedulad payments of
principal and interest.
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§.  LONG-TERM DEBT (Continued}

The procesds from the issuance of the Notes, nat of issuance costs, were approximately
3546 mitlien. The Cormpany used the net proceeds o repay a portion of the outstanding
borrowings under its iong-term revolving credit agreement during the second guarter of
19886.

Early in the third guarter of 19988, the Company issued a seties of debt securities {the
‘debenturas”} as unsecured obligations of the Company for an agyregate principal
armount of 8400 miillon. The debentures bear an annual rate of intarest of 7.5%, payable
semiannuaily, and mature on August 1, 2018. The debentures are redearnable. in whole
or in part, at the option of the Company at any time at a redemption price equal to the
greater of (i) 10Q0% of the principal amount of such debentures or {§i} the sum of the
present values of the remaining scheduled payments of principal and interast. The
proceads from the issuance of the debentures, net of issuance costs, ware approximately
$395 milion. The Company used the net proceads to pay for the principal and premium
armounts of the tender offers of cenain other debt secutritios of the Company described
heiow.

Early in the thind guarter of 1888, the Company commenced cash tender offers {the
“tender offers”) for an aggregate principal amount of $450 millions for the following debt
securgios: the $150 miliion aggregate principal armcunt of the Company's 8 7/8%
Debentures due 2002, the $150 million aggregate principal amount of the Company's 9
38% Debentures due 2012, and the $15C millien aggregate principat arount of the
Company's 10% Debentures due 2001, The tender offers were completed on August 3,
1898 and as of that date, approximately $361 miflion of these Debentures had been
tendered. In connhaction with this early retirement of debt, the Company paid premiums
of approximately $62 miliion, incurred non-cash costs of approximately $2 miliion, and
racorded an extraordinary loss of approximately $32 million, or $.66 per share, net of
reiated income faxes of $25 million.

in August 1898, the Company ropurchased its $309 miltion of Trust Preferred Hykrid
Securties which had been issued in October 1997 as payment for the Company's
acquisition of the assets of AmeriMark. Additionally, during the third quarter of 1998, the
Company repaid $100 million of debt which matured in August 1298. These transactions
were financed by a combination of newly issued debt securities and borrowings from the
Company's iong-term revolving ¢redit agreement.
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&, INCOME TAXES

The reconcifiation betwean the U.S. federal statutory rate and the Company's effective
income tax rate is:

Gigarier Nine Morths
Ended Ended

_September 30, ~aeptember 30,

1838 1e97 1898 1897

U.S. federat statutory rate 35% 35% 35% 35%

State and local income taxas 6 3 e 3

Operating iosses of foreign subsidiaries 8 T & -

Foraign tax credits - {4) - {2

Condlusion of prior year tax audis - {103 - (2)

Effect of change in State tax rates - (9} v (3)
Adiustment of deferred fax

asset valuation allowance . - . {4)

Speciaf tax election {(a} " - {3) B

Other 2 N : 3)

Effactive tax rate 49% 8% 43% 24%

{a} Represants a one-me tax benefit associated with Asia Pacific operations.

7. INVENTORIES

September 30, Secember 314,
18988 1887
{tr» millions of doliars)

inventories are summarized as follows:

Finished goods $ 3e8 $ 363
Materials and suppies 157 214
FIFQO inventory 585 877
Less: Raduyction to LIFC basis {60 {74)
$ 43 2 203

Approximately $354 miflion and $365. milion of FIFO inventorios wefe valued using the
LIFQ method at September 30, 1998 and Decemibar 31, 1897, respectively,
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8. CONSOLIDATED STATEMENT OF CASH FLOWS

Cask payments for income taxes. net of refunds, and cost of borrowed funds are
- summarikzed as follows:

Quarter Nire Months
Ended Ended
September 30, September 39,
4898 1887 1498 1487
{krs miilions of doliars)
Income taxes $ () 9 $(82) 18
Cost of borrowed funds 15 18 87 84

The Company considers all highly liquid debt instruments purchased with a maturity of
three months of l2ss to be cash equivaients,

During the first nine ronths of 18998, gross payments for asbestos litigation claims
against Fibreboard were approximately $31 miflion, ali of which was paid direclly by
Fibreboard's insurers or from the escrow account to claimants on Fibreboard's behalf.
During the first nine months of 15998, Fibreboard alse reached setflement agreements
with plaintiffs for amounts totaling approximately 350 milfon. Fibreboard settlement
agreaments arg reflected on the Company’s consolidated balance sheet as an increase
to both the Fibrabioard asbesios costs to be weinbursed and asbestos claims setflerenis
when the agreements are reached.

8. COMPREMENSIVE INCOME

Buring the first quarter of 1998, the Company adopted Statemant of Financiai Accounting
Standards No. 130, "Reporting Cormprehensive incoma”™ (SFAS 130). Comprehensive
income is defined as the change in equity of a business enterprise during a period from
trangactions and other events and circumstances from nonowrtet sources. [t includes all
changes in equity during a period except those resulting from investments by owners and
distributions to owners. SFAS 130 requires that the Company classify items of other
comprehensive income by Thelr nature in ‘the finandidl staterents and dispiay the
aceumulated balance of other comprehensive income separately in the stockholders’
equity section of the Company’s consolidated balance shee,

The Company's comprehensive income for the guarters ended September 30, 1898 and
1997 was $112 million and 344 million, respectively. For the nine rmonths ended
September 30, 1998 and 1997, comprehensive income was $171 million and $142
million, raspectivaly. The Company'’s compreiensive income includes net income,
currency translation adjustments, minimum pensicon fiability adjiustments, and deferred
gains and losses on certain hedging transactions.




O me

~48 -~

QWENSE CO G AND St ARI

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Continued)
10, EARNINGS PER SHARE

The following table reconciles the net income and weighted average number of shares
used in the basic ¢arnings per share caicufation to the net incamme and weighted average
number of shares used to compute diluted earnings per share,

Quarter Ended Nine Monthis Ended

September 30, September 30,
1388 1587 1988 1897
{(in millions of dollars, except share data}

Nat incorne used for basic earnings per share $ 98 § 59 % 183 $ 164
Net income effact of assumed conversion of debt

=nd preferred segiitities 2 r 8 g
Net income used for diluted eamings per share $§ 98 3Bl $ 189 547D

Weighted average humber of shares outstanding
usey for basic eamings per share {thousands) 53820 S3.080 S33588 52.76%

Deferred awards and stock options 791 693 875 738
Sharas from assumed conversion of debt and
praferred securities 45656 4586 45686 4568

Weighted average nurmber of shares outstanding and
caommon equivalent shares used for diluted eamings

pet share (thouSands) V(I B0 38BZ8 58074
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1. CONTINGENT LIABRITIES

ASBESTOS LIABILITIES
ITEM A. OWENS CORNING {EXCLUDING FIBREBOARD)

Owens Corning is 3 co-defendant with other former manufacturers, distributors and
installers of products containing asbestos and with miners and supplisrs of asbestes
fibers {colfactively, the “Producers™} in personal injury HMligation. The personal injury
claimants generally sbege injuries to their heaith caused by inhalation of asbastes fibars
from Owens Corning’s products. Most of the clairmants seek punitive damages as well as
compensatory damages. Vidually all of the asbestos-refated fawsuits againgt Owens
Carning azsisa out of #s manufacture, diskibwtion, sale of nstallation of an asbesios
containing caiciurn silicate, high temperature insulation product. the manufacture of
which was discontinued in 1872,

Status

As of September 30, 1998, approximataly 196,300 asbestes personal injury elaims were
pending against Owens Coming, of which approximately 27,100 were received during
the first three quarters of 1988, The Company received approximately 36,500 such
claims in 1897 and 36,300 in 1886,

From the incaption of the asbaesios [itigation through Septerber 30, 1938, Owens
Corning resolved (by setéement or otherwise) approximately 208,130 asbestos personal
injury claims. in addition, the 196,300 claims pending against Owens Corning as of
Septemmber 30, 1898 include 13,000 claims which are covaerad by existing seftflement
agreements and will be processed for futire payment aftar the Company has received
satisfactory releases from the claimants. During 1995, 1898 and 1897, Owens Coming
reselved approximately 62,000 asbestos personal injury claims, over 98% withowt trial,
As previously reported, total indemnity payments for these 62,000 claims, including
fidure installment payments, are expected to be 3838 million (an average of $13,800 per
ciaim). Owens Coming's folal indemnity and defense payments (befora application of
insurance racoveries) for ashestos persong! injury claims were $300 milliony in 1887 and
are expected to be approximately $365 millian in 1898,

Racen veloprrents

To address the uncerfainties associasted with the ssbestos personal injury litigation,
including the rising cost of resolving mesothelioma claitns, the Company has developed
& Nationa! Setdement Program (NS}, The NSP is designad to better manage Owens
Coming's asbestos liability, and that of Fibjeboard, and to hetter control the timing and
amount of indernnity payments for both panding and fulire claims. The NSP invoives an
effort to negotiate long-term seffiement agreerments with over 50 plaintifs’ law firms
resolving, in the aggregate, @ substantial majority of the pending claitms against Owens
Corning, and 2 similar number of Fibreboard claims, and establishing administrative
processing arrangermernts for the resoiution of future claims without litigation,
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11. CONTINGENT LIABILITIES (Continued)
ITEM A. OWENS CORNING (EXCLUDING FIBREBOARD) (Continuad)

Under the NEP, each participating law firrn would sign a long-term settlament agreeant
("NSP Agreement”) providing for the resclution of claims pending against both Owens
Coming and Fibreboard as of a specified date, for a seitiement amount {0 be negotiated
with each participating flrm. Seftiement amounts wilf vary based on a number of factors,
inciuding the type and severity of disaase and the extent of exposire of the claimants o
Owans Corning and/or Fibreboard products. Settiement payments for these pending
cases would be made over a period of up 10 fve years, with rost payments coourting in
1889 and 2000. All payments would be subject to satisfactory evidence of a gualifying
imedical condition, expesure to Ovwens Caminty andlor Fibreboard products and detivery
of custemary refeases by sach claimant.

Under each NSP Agreement, a patticipating firm would alse agree (Consistent with
applicable fegal requirements} to resolve any fiture asbestos personal injury ¢laims
against Owens Corning or Fibreboard through an administrative processing
arrangement, rather than litigation. Under such arrangement, no settlerment payment
would be made for future claims uniess specified medical critaria and other requirements
wera met, and the amount of any such payment would be a specified cash sefflorrent
value basad on the disease of the claimant and other factors. in the case of future
ciaims not involving malfignancy, such criteria would require medical evidence of
functionai impairment.

Payment for future claims under the adminisfrative processing arrangernent would begin
in 2001. Payrnent for such claims would be subject fo an agreed upon aggregate anmial
cash flow "cap” limiting Owens Corning’s payments i each year of the NSP Agreements,
The NSP Agreements would have a term of at least 10 years and rray be extended by
mutisat agreement of the parties.

Owens Corning would have the right to terminate cach NSP Agteermant i, in #s sale
discretion, the NSF Agreements in the aggregate do not resclve a sufficient number of
pending chims. in making its judgment about whether to proceed with the NSP, Owans
Coming also. intends 10 consider, amang.othenfactors, the average settiement wvalises by
disease, the timing and amount of setiiement payments, and the availability and terrms of
any financing that may be required ts implement the program,

Each NSP Agreement would terminate autornatically as fo Fibreboard if the Gicbal
Setiement discussed bulow receives final court approval. Under the Clobal Setttement,
Fibreboard wouild be protected by an injunction from asbastos personal injury claims and
showi@ have no further liabiities for pending or futire asbastos parsonai injury claims. If
the Globai Settiement receives final court approval, the NSP Agreements would remain
in effect with regard to Owens Corning, whose share of the total costs under each
agreement wouid remain unchanged. ¥ the Giobal Settlement does not receive such
approval, the insurance Seftlerment will become effective.  Under the insurance
Settlement {which has received final cowt approval) Fibreboard will have access to
assels of approximately $1.8 bitlion, 1o be usaed to resclve perding and future Fibreboard
claimns. The Global Seftiement and the insurance Settiernent are discussed in greates
detail it tern B below, In addition, each of Owens Corring and Fibreboard would retain
- the right to terminate any individuai NSP Agreement, if in any year more than a specified
number of plaintiffs represented by the phaintiffs’ firm in guestion had opted out of such
agreament, ' : :
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11, CONTINGENT LIABILITIES {Continuad)
ITEM A, OWENS CORNING (EXCLUDING FIBREBOARD)} (Continued)

Qver the past severat months, Owens Corning has engaged in discussions with over S0
plaintiffs’ jaw firms about the NSP and expacts to conclude such discussions with o
significant nurnber of those firms in the fourth quarter of 1988, Based on its pregress to
date in such discussions, Owens Coming believes there are reaspnable prospects for
implementing the NSF in 15998 on a basis satisfactery to &t and to Fibreboard. i-lowever
there can be no assurance that this wil cocur.

gbacco

Owens Corning believes that it has spent significart amounis to resolve claims of
asbestos claimants whose injurdes were caused or conltibuted to by cigarette smoking,
and that the major tobacco companies shouid be required to reimburse asbestos
defendants, in whole of in part, for past payrnents made to asbestos claimants who were
also smokers. The Company is pursuing this ohjective through botlt legisiative jobbying
efforts and litigation. As widely teported, the Unifed States Senate did consider
legistation duting the first haif of 1998 which would have included provisions in the
proposed national tobacco settlernent to compensate past and future asbestos plaintiffs
who also suffer from smeking-related iflnesses. Because the present prospects for any
such legisiation are uncartain, the Company is ingreasing #s ltlgation efforts against the
tehacco companies.

On October 9, 1988 the Circuit Court for Jefferson County, Mississippi granted leava to
file an amended compiaint in an axisting action to add claims by Owens Comning against
seven ieading tobatco companies and severai other Wobacce industry defendants, in
addition to the Mississippi lawsuit, a lawsuit brought in December 1987 by Owens
Corhing and Fibreboard is perkiing in the Supeticr Coun for Alameda County, California
against the same majtr tohacco cormpanies. Pursuant 1o the court’s order, Fibrehoard
and Owens Corning fiked their amended compiaint on August 28, 1888, The defendants
filed challenges to certain portions of the complaint on September 28, 1888, Responses

- by -Owens Corring ol Fibreboard to those chalienges were Ted Ouidber 2B, 1998, and

& hearing is set for November 20, 1598, in both cases, Owens Coming and Fibrohoard
seak ranetary recovery for, among other things, a portion of the payments made to
persons who brought asbestos claims and were also smokars.

PET Litigation

As previously reported, in 1936 Owens Corning filed suit in federal court in New Crieans.,
Louisiana against the swners and operators of certain pulmonary function testing
lahorstories in the sowtheastern United States alieging that meny puitnenary function
tests ("PFTs"} used in mass screening programs were improperly administered and
manipulated by the testing laboratoty or otharwise inconsistent with proper medical
practice. This matter is now in active pre-triai discovery amf the coun has set an Aptil
1998 triai date. In Januaty 1997, Owens Corning filed a similar suit in federal courd in
Jackson, Mississippi against the owner of an additional testing laboratory. This suitis in
the discovery phase. The Company befieves that these lawsiits have i:aen heipful in

- raiging the standards for tredical screening of ashestos c%alms

& S
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11. CONTINGENT LIABILITIES {Continued)
ITEM A. OWENS CORNING (EXCLUDING FIBREBOARD) (Continued)
Indemnity a fonse Payments

Owens Corning's total indermnity and defanse payments (hefore application of insurance
recoveries) for ashestos personal injury claims were $300 miflion in 13597 and are
expected to ba approximately $365 miflion in 1998, As previously reported, Owens
Coming's indemnity payments have varied considarably over fime and from case fo
case, and are affected by a1 muititude of factors. These include the type and saeverity of
the disease sustzined by the claimant (.e.. mesotheliorma, lung cances, other types of
cancer, asbestosis or pleurat changes); the occupation of the claimant; the extent of the
cliaimant's exposure 1o asbestos-containing products manufactured, sold or installed by
Owens Corning: the extent of the claimant's exposure to ashestos-contzining products
manufactured, sold or installed by other Producers. the number and financial rescurces
of other Producer defendants; the jurisdiction of suit; the presence or absence of other
possible causes of the claimant's iliness; the availability or not of fegal defenses such as
the statite of iimitations or state of the art] whether the ciaim was resolved on an
individual basis or as part of a group settlarmnent; and whether the claimm proceeded to an
adverse verdict or judgment.

The high lavel of expenditures for indemnity and defense paymants in 1987 and 1888 is
attributable in large mwasure to two faclors!  payments associated with adverse
judgments (particularly in mesothelioma cases), and significant recent increases in the
cost of seftlement of mwsothelioma claims. The Company is addressing these
developments by refocusing its defense resources upen the early identffication and
gvaluation of mesothelioma claims and, where such claims cannol be resoived by
soitiement, upon more thorough preparation and work-up of such dlaimms for trial. The
Company believes that the measures outliined above should prove effective in controliing
the costs of resolving such claims and have enabiled the Company to avoid significant
-adverse mesothelioma judgments through the first throe quarters of this year, Howeaver,
the increased cost of resolution of mescthetionma claims, when compared to prior years,
has added io the difficuity of estimating the Company's future ashestos fiabiltiss. The
“Comparty cautions that if the cost of mesothelioma settlements and judgments is not
controtled and if future annual expenditures for asbestos personal injury claims are not
raduced, the Cormpany may be required te make additicnal provision for the anticipated
costs of asbestos persenal injury claims.

fnsurance

As of Soptember 30, 1988, Owans Corning had appreximately 3188 millien in
unexhausted insurance coverage (net of deductibles aml selfinsured retentions and
excluding coverage issued by insolvent camiers) under #s Eabllity insurance pelicies
appiicable to asbestos personal infury clairs, This insurance, whickt is substantially
confirrmed, includes both products hazargd coverage and primary level non-products
coverage. Fortions of this coverage are not available until 1898 and bayond under
agreements with the carriers confirming such coverage. Al of Owens Corming's labllty
insurance policies cover indermity payments and defense fees and expenses subject to
_applicable policy imits.
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11. CONTINGENT LIABILITIES (Continuad)

ITEM A. OWENS CORNING (EXCLUDING FIBREBOARD) {Continued)

I addition fo #s confirmed primary level non-products insurance, Owens Cornintg has a
- significant amount of unconfirmed potential non-products coverage with excess lavel
carriers. For purposes of caleulating the amount of insurance applicable to asbestos
iabilities, Owens Cerming has estimated ity probable recoveries in respect of this
addiional nen-praducts coverage at $225 million, which amount was recorded in 19886.
This coverage is unconfirmed and the amount and timing of recoveries fom thess
excess level policies will depend on subsequent negotiations or proceedings,

Raserve

The Company's financial statements include a reserve for the estirmated cost associated
with Owens Coming’s ashestos personal injury claims. This reserve was established
principaily through a charge to income in 1991 and an additionat $1.1 billien charge %
income (befere taking into accourt probable non-products insurance recoverles) during
1996. The combined effect of the $1.1 billions charge and the $225 mitlien probabila
additional non-products insurance racovery was an 3875 million charge in the second
guarter of 1996, n establishing the additional reserve in 1998, Qwerns Coming took into
account the inforration available to it at that fime including, among other things. the
effect of federal cowrt decisions relating to punitive darmages and the certification of class
actions in asbestes cases, its discussions with a substantiat group of plaintiffs’ law firms
in connection with giobal class action seftiemaent negotiations, the results of s continuing
investigations of medical screening practices of the kind at issue in the PFT lawsults
described above, the prospects for faderal and state tort reform, the continued rate of
case filings at historicaily high levels, and additionat information on filings received duting
the 1983.-1985 peariod.

Subject to the uncartainties referred to below, Owens Corning currently estimates that its
liabilities in respect of indermnBly and defense costs associated with pending and
unasserted asbestos persenal injury claims, and #Hs insurance recoveries in respect of
such claims, are as IoBows:

September 30, December

3%,
1988 1807
{in milkions of dollarg)
Reserve for ashestos iitigation claims
Current $ /& 0§ - 350
COther . 1.026 3,320
Totat Reserve $ 1376 3 1,870
Insurance for asbestos litigation plaims
Current $ 125 $ 100
QOther 288 357
Totat Insurance $ 411 2 457
Net Owens Corning Asbestos Liabifity ' $ 985  § 1213
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41, CONYTINGENT LIABHITIES {Continued)
fTEM A. OWENS CORNING (EXCLUDING FIBREBOARD) (Cortinued)

Owens Corning cautions that such facters as the-number of futire asbestas personal
injury ciaims received by i, the rate of receipt of such claimsg, and the indemnity and
defanse costs associated with asbestos persenal injury claims, are infiuenced by
asumercus varables that are difficull to prediet, and that estirmates, such as Owens
Corning's, which atternpt to take account of such vanaties, are subject to considerable
uncartainty. Included among these variables are the outcorne of Owens Coming's
current negotiations relating fo the National Settfement Program discussed above:
Owens Corning's suceess in controiling the costs of resolving mesothelioma claims; the
cutcome of the Company's [awsuils against various tobacce companies {which may
result in some, recovery by asbestos defendants for payments to claimants who were
aise smokers), future federal legislative developments relating to a national tobacco
settiement; the impact of the reantry inta the tort system in 1997 of the asbestos
defondants paticipating in the Center for Claims Resolustion; ang the outcome of the
Supreme Court's decision with respect t¢ the Fibreboard Global Se#tlerment, which is
expected in the course of 1998,

I the first three guarterts of 18998, Owens Corning achieved considerable suceess in
reducing advarse verdicts, parficulatly in mesotheliorna cases, by refocusing its defense
resources on such cases. Howavar, anticipated reductions in the number of new
asbestos personal injury cizims received have not occurred, and mass Screening
programs to identify potential plaintiffs appear fo be continuing., Recent davelopments
aiso suggest that the prospects for new federsl and state tont reform legisiation have
baen reduced. in addifion, recent court decisions appear to have reduced the prospects
for success of efforts to achieve a giobal class action settiernent of ali pending and future
asbestos personal injury slaims against Qwens Cotting. The reduced progpects for use
of the global ciass acticn approach to resoive such claims suggest that resolution of large
numbers of asbestos personal injury claims can be achieved only by private seftiement
agroements, such as those contermpiated by the NSP. Such agreements ¢an definifively
resoive panding claims, but wouild provide less certainty than the class action approach
in resolving futire ciaims. Qwens Corning will continue o review the adequacy of #s
estimate of liabilities and insurance in connection with the preparation of its 1698
financiai statements in fight of the status of the National Seftiement Program {and any
effect on such estimate of the seftlernent values and other financial terms of such
programy), the results of ity afforts to confrol the costs of mesothelioma seitlemeants and
othat relevant factors, and will make such agjustmerts as may be appropriate.

o) inion

Although any opinien is necessarily kxdgmental and rnust be based on infermation now
known to Owens Corning, in the opinion of management, while any additional uninsured
and unreserved costs which may atise out of pending persenal injury asbestes claims
and additional similar asbestos claims filed in the future may be substantiat over time,
managerment belleves that such additional costs will not impair the ability of the Company
to meet its obligations, to reinvest in its businasses, or to pursue its growth agenda,
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11. CONTINGENT LIABILITIES {(Continued)
ITEM B. FIBREBOARD (EXCLUDING OWENS CORNING)

Prior to 1972, Fibreboard manufactured insulation products containing asbestes.
Fibreboard has since been named as a defendant in many thousands of personal injury
claims for injuries allegedly caused by ashestos exposure.

Stabis

As of September 30, 1858, approximately 128,000 asbastos persenal injury clalms wers
perding against Fibreboard, 25,600 of which were received in the first three guarters of
1998. Fibreboard received approximately 33,000 such claims in 1987 and 32,800 in
1986, These claims and most of the pending ¢laims are made against the Fibreboard
Giobal Setiernent Trust and ate sublect 1o the Giobal Settlement injunction dlscussed
below. During 1995, 1996 angt 1997, Fibreboard rescived approximately 20,100
ashestos personal injury claims and incurred indemnity payments of $257 million {an
avarage of about $12 800 par case).

The average cost per ¢laim has increased recently from the historical average cost of
$11.000 per claim, This s due to the absence of group settlements, where large
numbers of low vaiue casas are traditionally seftied along with higher value cases, and
tue to the fact that in 1996 and 1857 a relatively small number of individual cases
invelving more serously injured plaintiffs were settled as exigent chaims (principally
malignancy claims,) diring the pendency of the Giobal Setliement isjunction discussed
below.

As of September 30, 1998, amounts payable under various asbestos claim settiement
agreements were $82 million. Thess amounts are payable either from the Settiement
Trust discussed below or directly by the insurers, Amounts due from insurers in payment
of these or past claims paid directly by Fibreboard, as of September 30, 1998 are $85
milliors,

Gio ]

{uring 1983, Fibraboard, its insurers and representstives of a class of future asbestos
plairtiffs who have ciaims arising from asbestos prior to August 27, 1983, entered into
the Giobai Settiernent. Under the Global Settlamant, Fibreboard wouid be protected by
an injunction from asbestos personal injury claims, and should have no further asbestos
personat injury labitities. On July 28, 1998, the U.S. Fifth Circuit Court of Appeals
affirmed the CGlobal Settiemeant by a majorty decision.

The parties opposing the Global Seuiemnt fied potitions seeking review with the Ui S.
Supreme Court. On June 27, 1997, the Supreme Court granted the petition, vacated the
judgment and remanded the case to the Fifth Circu for further consideration in light of
the Supreme Count's decision in the Amchem Products, inc. v Windsor case. Amchem
involved a propesad nationwile class adlion sottiernent of future asbastos personal injury
claims against the rmembers of the Center for Clairrss Resclution, The Supreme Court,
afiirming the intermediate appeilate court, disapproved and vacsted the Amchem class
action seitiement, determining that the Amchen class action falled to meet the class
action cedification regquirements of Federal Rule of Civil Procedure 23, On January 27.
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14. CONTINGENT LIABILITIES {Continued)
ITEM B. FIBREBOARD (£XCLUDING OWENS CORNING) Continuad)

majotity vote, its prior decision, and again approved the Giobal Settlemeant. in June, the
Unlted States Suprame Court granted gertiptari, agresing to review the decision by the
Fith Circuit, iIn lght of this decision by the Supreme Court, s final resolution of the
Globat Settlermant rmay not be known untii the second half of 1988 orlater.

The parties wili continue to seek approval of the Global Setflement, i the Global
Setlement becormes effective, all ashastos-related personal injury liabifities of Fibteboard
will be resoived through inswrance funds and existing corporate reserves and "a
petmanent injunction would bar the filing of any further claims against Fibreboard of #s
insurers by ciass members. Upon final approval, Fibreboard's insurers are required to
pay existing settlements ang agsume Kl responisibility for any claims filed before August
27. 1993, the date the setlling parties reached agreerment on the terms of the Global
Setttement. A court-supervised chalms processing trust ("Setfement Trust”) will be
responsible for resolving claitrs which were not filed against Fibreboard hefore August
27, 1963, and any further claims that might otherwise be asserted against Fibreboard in
the future by mambers of the class,

The Sefflernent Trust will be funded principally by Fibreboard's insurers, Continentat
Casuaity Company ("Continental™ angd Pacfic indemnity Cormpany ("Pacific”). Thase
insurers have placed $1,525 million in an interest-bearing escrow account pending court
approval of the settlements. Fibreboard is responsible for contributing $10 milkon pius
aceryed interest toward the Settlement Trust, which 2 will obtain fom other remaining
insurante sources and existing resarves. The Mome Insurance Company has aiready
paid 39.9 million into tha escrow account on behall of Fibieboard, in satistaction of an
earlipr sotiernent agreement. The balance of the escrow accourt was $1.705 miliion at
September 30, 1898 after payment of Interlm expenses and exigent claims associated
with the Global Seftlement.

nsurance Seflement

In 1983, Fibreboard, Continental and Pacific entered into the insurapce Setttement,
which was structiuted as an alternative soiution in the event the Giobal Settlement fails to
receive final approval, Under the Insurance Settlement, Continental and Pacific will pay
it full settiements reached as of August 27, 1893 and provide Filveboard with the
rernaining balance of the Global Seftloment escrow accourt for claims filed afier August
27, 1893, plus an additiona! $475 million, jo5s amounts paid since August 27, 1993 for
claims which were pending but not settled at that date. Upon fulfillment of their
obligations under the Insurance Settioment, Continental and FPacific will be discharged
from any further cbligations to Fibreboard under their insurance policies and witi be
profectad by an injunction against amy ciaims of asbastos personal injury clairmants
based upon those insurance policies, Under the insurance Settfement, Fibreboard will
manage the defense and resoiution of asbestos-related personat injury claims and wilt
remain subject to suit by asbestos personal injury clairants. On Qutober 24, 1996, the
. statutory time period for objectors to seek further iudicial review of the Insurarce
Settlement lansed with no petition for review having been filed with the U.8, Supreme
Courf. Therzfore, the Insurance Settlement is now final and not subject to further appeal. .
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The Insurance Settiement will not be fully funded untit such time as the Globa! Seflemesnt
has been finally resolved. in the event the Global Settlerrent is finally approved, the
insurance Settlement will not be funded,

M ament indo

While there ane varlous uncetfainties regarding whethey the Giobal Setflement or the
Insurance Settiement will be in effect, and these may uftimately impact Fibreboard's
labiity for asbestos personal injury claims, the Company beliavas the amounts available
under the insurance Sattiement will be adequate to fund the ongoing defense and
indemnity costs associated with asbestos-related personal injury claims for the
foresaeable future,

oTH IABILITIES

Varipus other fawsults and claims arising in the normal course of business are pending
against the Company, some of which aliege substantial damages. Managerment believes
that the auteomia of thesa tawsuits and claims will not have a materially adverse effect on
the Company's financial position ar resuits of operations.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
{All per share information in {lem 2 is on a dilited basis.)

CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

Managerment's Discussion and Analysis of Financial Condition and Results of Operations
contains forward-looking staterments within the meaning of Section 27A of the Securities
Act of 1833, as amended, and Section 21K of the Securiies Exchange Act of 1534, a3
amendsd. These forward-iooking siaternents are subiject to risks and uncertainties that
coukd cause avhal results o differ materiully from those projected in the siaternents.
Seme of the important factors that may influence possible differances are continued
competitive factors and pricing pressures, construction activity, interest rate movemeants,
185ues involving impiermentstion of new business systems, achievermant of expacted cost
reductions and ashestos litigation.

RESULTS OF GPERATIONS
Business Cverview

The Company's growth agenda has focused on increasing sales and earmings by ()
acquiring businesses with products that can be sold thuough exigting or complementaty
distribution channels, {i) achieving productivity improvements in existing and acquired
businesses and {if} entering new growth markels, The Company is implementing two
major inktiatives., Systers Thinking ¢rw; and Advantage 2000, to enhance sales growth
and achieve produdtivity improvements across all businesses. System Thinking for the
Harme (7w teverages the Company’s broad product offering and strong brand racognition
to increase its share of the building materiais and home improvement markets. This
systems approach represents a shift from preduct-otientad seilling to providing systems-
driven soiutions that combine the Company's insulation, roofing, exterior and sound
controt systems, to pravide a high performance, cost-effective building “envelope” for the
heme. |n the composite materiais business, the Company has pantnered with the
plastics industry and, with the Companys System Thinking philosephy, is taking a
sclution-griented, custorerfocused approach toward the continucus development of
substitution opportunities for composite materials. in addition, the Company is
implementing Advantage 2000, a fully integrated business technology system designed
to reduce costs and inprove business processes.

Tha Company has grown its sales from negtly $33.4 billion in 1834 te approximately $5.0
bifliany in 1987 on a pro forma basis, giving effect to acquisitions made in 1997,
Acguisitions have been a significant component of that growth, Since 1894, the
Company has completed 17 acquisitions for an aggregate purchase price of over $1.2
bithons. The Company’s acquisitions have broadened #t8 lihes of business {5 include
siding, accassories and other home exteriors and have diversified ifts materials portfofio
beyond fiver glass o incude polymers such as vinyl and styrene, and metal and stone.
In 1887, the Company compieted the two fargest of these acquisitions by acquiring
Fibreboard Corporation (“Floreboard™ and AmeriMark Building Products, Ine.
{("AreriMarkT), making Owens Coming the leader in the US. viny! siding, siding
accessories and cast stone markets, as weli as a large specially disttibuter in North
Arnerica through approximately 180 company-owned distribution centers.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS (Continued)

Cespite improvements in the Company's strategic position in 1997, the Company
exparienced a highly competitive pricing environment in several of s product markets
that negatively impacted financial results. In North Armerica, insulation pricing decreased
by approximately 10 percent over the course of 1957 and woridwide composites pricing

. decreased by approximately § percent during 1987. income from operations for 1997

was adversely impacted by approximately $87 millon as a result of price dechines in
insulation products and approximately $64 milion as a result of price declines affecting
compesite materials, Offset by smail price increases in other businesses, the net effect
of price on 1997 income from aperations was approxirrately $142 million.

As a resuit of the growth of the Cotrpany's business and the significant pricing pressure
sxpatienced n 1987 the Company beoplemented a strategic restruchuring program
designed to improve profitability, augment previousiy announced profiability initiatives,
and improve operationai efficiency. The specific objectives of this strategic prograrms are
discussed in “Restructuring of Operations and QOther Actions” below and in Note 3 10 the
Consolidated Financial Statements.

L2t nded Se a0, 1948

Sales and Profitability

Neat sales for the quarter ended September 30, 1998 were $1.324 biilion, reflecting a 7%
increase from the third quarter 1997 level of $1.238 billion. The increase is primarity due
to the acguisition of AmeriMark which was compiated early in the fourth quarter of 1987,
Volume declines in North American and Europsan residential insulation markets were
pattially offset by volume increases in mechanical and other insulation markets, while
insulation price fevels were virtually flat compared fo the third quarter of 1887, The
Company, however, continues t¢ benefit fom an upward price frend, particulatly in
restdential insulation, as 2 resuit of price inreasas impletrenied thioughout 1898,
Strength in U.5. residential roofing markets resulted in increased volume and price levels
during the third quarter of 1598 rompared to the same period in 1997, in the vinyl siding
market, volume increases were largely offset by dedlines in pricing during the quarter,
Price increases in US. and European composites markets helped to offset volume
declines in those markets during the gquarter. There was vintually ne impact of currency
translation on saias in foreign cwrrencies during the third guarier of 1988. Please see
Note 1 to the Consofidated Financial Statements.

Sales oulside the U3, represonted 18% of total sales for the quarter ended September
3D, 1988, compared to 20% for the quarter ended Jurte 30, 1998 and 23% for the quarter
ended September 30, 1987, Tha dedline in non-1).S. sales as a percentage of total sales
compared o the quarter ended June 30, 1998 is dus to the volume declines during the
quaner, particulatdy in European insulation and composites markets. The drop from 233%
in the third quarter of 1987 is affributable to the European volume declines during the
third quarter of 1898 as weli as the Cctober 1897 acquisition of AmeriMark ins the U.S,
Gross margin for the guarier ended Seplember 30, 1998 was 20% of net sales, down
from 22% in the thitd quarter of 1837 anzd 23% in the second guader of 1838, Inchided in
cost of saies in the third quarter of 1998 was a $60 rilion charge, or 5% of sales, as part
of the $148 million charge for restructiring and other actions, described below. CGross
margin dusing the third quarter of 1998 reflacis the benefits of price improvements, cost
reductions resulting from the Company's restructuring program that was begun in the
Low}h_c;ga;ter of 1997, and continuing productivity improvements across the Company's
usinesses, coe :
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ITEM 2. MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL,
CONDITION AND RESULTS OF OPERATIONS {Continuexd)

I the first quanter of 1998, the Company announced price increases effective in March
1998 applicabile to its residential insulation products of approximately 8 percent and price
increases applicable to its commerciat and industrial Insulation products of approximately
4 percent, The Company alse anhounced price increases of 5 to 7 percent affecting
cortain residential roofing products, effective in April 1898, in the second quarter of
1988, the Company announced s 9 percent price incroase effective June 15, 1998
appiivatie 1o its residential insulation products, The Company realized most of these
price icregses doring the third quarter of 19898; however, long-term contracts with
certain customers cofinue to delay some of the benefits untii the fourth gquartar of 1988
of sany 1588, In September 1988, the Company announced a 9 percent price increase
applicable to its residential and commercial insulation markets and expects to realize
mast of the benefits of this increase during the fousth quarter of 1998

For the quarter ended September 30, 1998, the Company reported net income of $986
miliion, or $1.66 per share, compared 10 net income of $58 mifion, or $1.05 per share, for
the quarter ended September 30, 1897. Net income for the third quarter of 1998 inciudes
the 3148 mililost pretax charge {3108 miifion after-tax} for rastructyuzing and othey actions
and 2 $282 million pretax net gain {$174 milion after-tax) from the sale of certain
nusinesses, Net income for the quaner and sine months ended September 20, 1988
also eflects reductions in mamdacturing and operating expenses, resulting from the
Company’s strategic restructuring program, announced in easly 1988 and discussed
below. Cost of boizowed funds during the third guarter of 1988 was at o ievel
comparable to that of the third guaiter of 1987 due {o similar levels of average debt
during the perinds. The reduction in eguity in net income of affiliates for the quarter
ended Septembar 30, 1898 reflacts the first quaner 1988 wale of the Corpany’s 50%
ownarship interest in Alpha/Owens-Coming, 1LC. As part of the Company's debt
realignment strategy, the Company repurchased. via a tender offer, certain debt
securities during the third quarter of 1998 and recorded an extraordinary ioss of $39
rrition, of $.66 per share, net of reiated income taxes of $25 millisn., Please see Notes
3, 4 ard S to the Consolidated Financial Statements.

Net saies for the nine months ended September 30, 1998 were $3.747 hillion, a 20%
increase over the $3.130 biflion reported for the first nine months of 1987, This increase
refiects the incremental sales from the fourth quarter 1887 acquisition of AmeriMark
described above as wafl as the acquisition of Fibreboard which was completed at the end
of -thve ‘secend Quarter of 1997, Sales results dlso réllect the impact of price daclines
comparad to the nine months ended September 30, 1897,

For the nine months ended September 30, 1888, the Company reporied net income of
$153 million, or $2.87 par share, compared {o net income of $184 milfion, or $2.92 per
share for the nine months ended Septembar 30, 1857, Net income for the ning months
ended Saptember 30, 1998 includes the items from the third quarnter referrad to above,
as weli as the following iterms from the first guarter of 1988: a pretax charge of $95
million {363 million after-tax) for resttucturing and other actions; an $84 milion pretax
gain (352 million afterdax} from the sale of the Company's 50% ownership interest in
Alpha/Owens-Corning, 1.LC. as well as a $13 million tax benefif associated with Asia
Pacific operations. Net income also reflects the benefits of the cost savings generated
by the Company's restructuring program, announced in early 1998 and described below,
Net income for the nine months ended Septamber 30, 1998 reflects increased cost of
borrowed funds and minerity interest expense due 1o the financing of the Fibreboard and
AmeriMark acquisitions duting 1897, Net income {or the nine menths ended September
30, 1997 inciudes a $15 miltion pretax credit ($10 million after-tax) from the modification
of cetaint employee benefits in the .S, during the second quarter of 1997, Please see
Netes 3, 4, § and § to the Consolidated Financial Staterments.
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(TEM 2. MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS (Continued)

Marketing and administrative expenses were $138 milfion for the third quarter of 1998
compared to $144 nflion in the thitd quarter of 1897, The decrease in marketing and
administrative expenses is largely due (o the benefits of the Cormpany's strategic
restructuring program, offset partially by the incremental costs frorn the AmeriMark
acguisition.

Rastructusing of Operations and Othar Actions

Drtring the third quarter of 1898, the Compary recorded a $148 million pretax charge for
rastructuring and other acticns as the final phase of the pravicusly announced strategic
program to reduce overbead, enhance manufactuning productivily, and dhose
manufactiring facilities, This charmge inciudes $30 million for restructuring and $118
riflion for other actions, the majority of which represent asset impairments.,

The $3C milion restructuring charge includes approximately $% million for costs
associated with the elimination of approximately 400 positions, primarily in the WS, and
Asia, and $2%1 million for the divestiture of non-strategic businesses and facilties, of
which $1 million represents exit cost fHabililes, conprised primatily of lease
commitrnents, The $21 million for non-strategic businesses and facilities s comprised
primarily of $12 million for the closure of cenain U.S, manufacturing facilities and $6
rrillion for the closure of a pipe manufacturing facility in China.

The primary components of the $118 million charge for other actions and their
classification on the Company's conselidated statement of incorne inciuda: 330 millien to
write down to fair vaiue certain manufacturing assets heid for use In China, due primarily
to poor current and profectad financial results, recorded as cost of saies: $15% miliion o
write downi te net realizable vaiue equiprnent and inventory made obsolate by changes in
the Company's manufacturing and marketing strategies, recordad as cost of sales; $17
million for the write-down of an investment i and the write-off of a regeivebie from a joint
ventute in Korea to reflect the cument business outlook and the fair market value of the
assets, recorded as other operating expenses: $12 million for the write-down of goodwill
associated with the 1885 acqguisition of Fiber-lite, determined to be unrecoverabie due o
a change in market conditions ard custormer demand, recorded as other operating
expenses; and $9 million for the write-down of ceriztin assets in the U.8. to fair market
vaiue, recorded as cost of sales, The Company plans to hold and use the investiments
“but plans to dispose of the sguipment in 1698, Also included in the $118 million charge
for other actions are $13 miilion for the write-off of ceruin receivabies in the U8, and
Asia determined fo be uncoilectable, recorded as cost of sales and other operating
expenses; angd $22 milfion for otser actions recorded as cost of sales, rrarketing and
administrative expenses, and other cperating expensas,

The Company continually evaluates whether events and circumstances have occurred
that indicate that the carrying amount of certain leng-lived assets is recoverabie. When
factors indicate that a long-Hved assel should be evaluated for possibie impairment, the
Company usas an estirmate of the expocted undiscounted cash flows fo be generated by
the asset to detarmine whether the camrying amount is recoverable or if an impairment
exists. When it i determined that an impairment exists, the Company uses the fair
market value of the assat, usually measured by the discountad cash flows to be
generated by the asset, to determing the armount of the impairment to be recorded in the
‘financial statements.
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ITEMZ. MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL,
CONDITION AND RESULTS OF OPERATIONS {Continued}

As discussed above, the $348 million charge for restructuting and other actions during
the third quarter of 1938 was the final phase of the Company's previously announced
stralegic program o reduce overitead, enhance manufacturing productivily and close
manufacturing facilties. On a cumulative hasis since the fourth guarter of 1857, a total
pratax expense of $386 miillion has been recorded, of which $143 mitlion was recorded in
tha founth quarner of 1987, §35 milion was retarded in the first guaner of 1988, and 3148
million was recorded in the third guarter of 1888. The tetal charge recorded to date is
conprised of approximately $185 miflion for the restructusing program ang approximately
$201 million for other actions. The restructiring program, of which $68 million was
recorded in the fourth guarter of 1897, $87 miliion was recorded in the first quarer of
1948, and $30 million was recorded in the third quarter of 1998, includes approximaisly
$115 million for costs associated with an overall hazdeount reduction of approximately
2430 at numerous focations around the world, predominantly in the 1).8., Canada and
Europe. The remaining $70 million of restructuring includes $68 million for the divestifure
of non-sirategic businesses and facilitios, of which 316 million represents exit cost
abifities, and $2 milllon for other actions,

The prirrary components of the cumudative $68 milllon of ecouts for non-strategic
husinesses and faciiities Includa $28 million for the closure of the Candiac insulation
manufacturing plant in Quebec, Canada, 39 millian for the ciosure of several Notth
Arnerican distribution locations, $12 miltion for the closure of certain 1.5, manufacturing
facilities, 38 million for the closure of a pipe manufacturing faciity it China, and $13
mitlion for other actions,

The primary components of the $201 million charge for other actions and thair
classification on the Company's censolidated statement of income Inchide, in addition to
the items discussed above as part of the $118 million charge during the third quarner of
1988, the foliowing: $17 mdion for the wrte-off of certain assets and investments
agsociated with unconsolidated joint ventures in Spain and Argentina due primariy to
poof current and projected financial resuts and the expected loss of lecal parners,
recerded as other operating expenses; $12 million for the wite-down of cortain
investiments in rnainland China o reflect the turrent business sutlaok and the fair market
valua of the investments, recorded as cost of saleg; $24 million to wite dawn to tat
reafizabie value eguipment and inventory made obsolete by changes in the Company's
manufaciuring and marketing strategies, recorded as cost of saies; $8 miffion for a
supplemental employes retrement plan approved by the Board of Directors in December
1997, recordad as marketing and administrative expenses: $5 miltion for the write-o¥ of
an insurance receivable that was determined to be uncoilectable after judicial rejection of
the Company's ciaim, recorded as other eperating expenses; and $t7 millions for several
other actions recorded as cost of sales, marketing and administrative expenses, and
other operating expenses. The Company plans ¢ hoid and use the investments bt has
dispesed of mast of the equipment in 1898,

As 2 rasylt of the Company's strategic restrsctuting mrogram, the Company has realized
a decrease in manufacturing and operating expenses of approxirately $70 million during
the first nine rmonths of 1898. Based upon expected economic conditions over the next
few years, inciuding effects on matters such as labor, material and other costs, the
Company expects totai cost reductions of approximately $100 million in 1888, and an
additiona $75 miflion when the program is fully implemented in 1599, resulting in
ongoing pretax savings of approximately $178 mition per yvear, YThe expected $175

. million in cost reductions, the rajarity of which will be cash savings, ks comprised of $150

miliion iy reduced personnet costs, $14 riliion ins reduced facilty costs, and $'§1 rilfion of
reductions in related program spending.
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MTEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS {Continued)

The Company has implemented programs to gaih synergies in its Exterior Systems
Business during 1893, As 2 result of these programs, which include closing Tedundant
facities, integrating business systems, and Improving purchasing leverage, the
Company has reduced costs and expects a totai cost reduction of approximately $30
eréllion during 1998 and approxirpately 350 million per year in 1999 and beyond, the
majority of whick will be cash savings.

Accounting Changes

During the first quanter of 1958, the Company adopted Statement of Financial Accounting
Standards No. 130, "Reporting Corprehensive income” {SFAS 130). Comprahensive
income is defined 25 the change in equity of a business enterprise during a period from
transactions and other events ahd circumstances from nonewner sources. The
Company’s comprehensive income includas net  incomwe, ciitrency iransiation
adlustments, minimum pension Hability adigstments, and detarred gains and logsas on
ceftain hedging transactions. Please see Note 9 to the Consolidated Financial
Staternents,

In June 1998, the Financial Accounting Standards Boarg issuaed Staterment of Financial
Accounting Standards No. 133, “Accounting for Derivative Instrurvents ang Hedging
Activities™ (BFAS 133}, This staternent establishes accounting and reporting standards
- weguirmGg thal every defvaltive instrument {(including cenain defivative instruments
embedded in other contracts) be recorded in the balance shoet as either an asset or
fiability measwred at its fair value. SFAS 133 requires that changes in the derivative’s fair
value be recognized cutrently in earmings unless specific hadge aceounting criterda are
met, Special accounting for qualifying hedges aliows a derivative's gaing and losses fo
offset related resulls an the hedged fem in the income statement. and requires that a
company must formally document, designate, and assess the seffectivencss af
transactions that receive hedge accounting, _

SFAS 133 is effective for fiscal years Heginning aftar June 15, 1939, but eardier adoplion
is sliowed. The Company has not yet quantified the impact of adopting SFAS 133 and
has not determined the Sming of or the method of adoption. The Company i aware,
however, that the adeption of SFAS 133 could increase voiatility in earnings and other
sornprohensive income.

in the Building Materials sagment, sales increased 11% in the third quarter of 1998
compared to the third quarter of 1997, refiecting the incrementai sales from the
AmernMark acquisition. Volume increases in North American viny! siding markets and
voiume ang price increases In North American regidential roofing markets ware {argely
offset by a slight dedline in residential Insulation volume, as weil as viny) siding price
declines, The translation impact of sales denominated in foreigh currencies was minimal
during the quarter endled Septernber 30, 1898. income from operations was $20 mitlion
for the third quarter of 1938, down from $81 million in the third quarter of 1897, income
fromn operations inchudes a $106 milion charge for restructuring and other actions,
inctuding a $20 wmitlion loss on the sale of cenain businesses, duting the third quacier of
1598, offset partiaily by the cost reductions resulting from the eardy 1988 restructuring
program. Please see Notes 1,3 and 4 o the Consolidated Financial Statements.
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TEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS {Continued)

The constidated resuits of the Company indude the rasulls of operations of Fibreboard
and AmetiMark beginning with the third and fourth quarters of 1897, respectively. To
enhance comparabifity, ceftain information below is presented on a pro forma basis ang
reflects the acquisitions of Fbreboard (excluding Pabco and operations that were
discontinued by Fibreboard pricr to the acquisition} and AmeriMark as though they had
ocelirred at the beginning of the period presented. {The pro forma impact of alt other
acquisitions during 1997, exciuding Fibreboard and Ameritark, was nsot material to the
Company's resuits of operations for He nine moenths ended Septermber 30, 1967} The
pro forma resuits include cirtain adjiustments, prirnarfly for depreciation and amortization,
interest and cother expenses directly attributabie to the acquisitions, and are not
necessarily indicative of the combined results that would have cccurred had the
acquisitions accurred at the beginning of that period. These pre forma resuits do not
refiect the expecied benefits from the consolidations of the exterior systems business
dsscussed above.

PRC FORMA AS REFPORTED
Nine Months Ning Months
Ended Ended
Septermber 30, Soptember 30,
1988 1897 1898 1997
{in millions of doftars, exceapt share data}
Net saies $3747 $3.798 $3.747 $3,130
Income from continuing operations 202 147 252 164
Diluted garnings per shace from cantinuing operations$ 3.53 $ 263 $353
$ 292

Early i the first quarter of 1898, the Companty completed the sale of the assets of
Pabeo, a producer of maided cailcium silicate insulation, fireproofing board and metal
jackeling, acyuited as part of the Fibreboard aoquisition in 1997. Please soe Note 4 to
the Conssiidated Financial Statements.

Co i ateriais

In the Composite Materials segment, sales were down 7% for the gquarter ended
“Septerrber 30, 1988 compared to 1997, Volume declines across global markets drove
the sales decline, due in part fo slower demand in the electronics market, Slight price
increxses in U.8, and Eurepean composites markets compared to the third quarter of
1897 partially offset the volume dedlines. The franslation irmpact of sales denominated in
foreign currencies was slightly favorabile during the third quarter of 1988, income from
operations was $338 million in the third quarier of 1888, compared to $34 milion in the
third quarter of 1997. The largest companent aof this increase i the §287 million credit o
incorne in the third guarter of 1998, comprised of 2 $312 millicn gain from the sale of the
Company's yarns and specinlty materials business described balow and a2 $25 million
charge for restructuring and other actions described abave. Intome from opetations also
reflects productivity improvements and cost reductions resulting from the Company's
restructuring program. Compared {0 the fourth quaner of 1887 and the first six months of
1988, price lavels were higher in the third guarter of 18398, indicating the benefits of the
Company's previsusly anneunced price increases in thwe composites business. Please
see Notes 1. 3 and 4 to the Consolidated Financial Statements.
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ITEM 2. MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS QOF OPERATIONS {Continued)

During the third quarter, the Company forrmed a joint venture for its yams and specialty
materials businegs {the “yarns business™ to which it contribited two manufaciuring
piants and cerfain propriotary technology. On Seplember 30, 1838, the Company
completed the sale of 51% of the joint venture to a U.S. subsidiary of Groupe Porcher

. industries of Badintieres, Franca for approximately $340 million. The Company continues

to have a 45% ownership interest in the jeint venturé. Upon closing, the Company also
received a distribution of approximatsly $191 miliion from the joint ventura. With sales of
approximately $300 million in 18997, the Company's yams business was the world's
second fargest producer of glass vams, and the (argest producar of fine yams. Proceeds
from the sale were used to reduce the borrowings under the Company's long-term
revolving credit faciity in early Qeteber 1598, Please see Note 4 fo the Consolidated
Financial Statements.

The consolidated bakince sheet of the Company as of September 30, 1988 reflects the
digposition of the Company's yams business on that date, The results of operations of
the vams buginess are reflected in the Company's conselidated statement of income
through the period ending Septembaear 30, 1698, For the nine momths ended September
30, 1998, the yamns business recorded sales of approximately $205 million and net
incorme of approxirmately $36 milllon, Effective September 30, 1998, the Company wil
account for #s ownership interest in the yams joint venture under the equity method,
Pue to the joint venture's distribution of a dividend to the partners in excess of the joint
venture's total equity on September 3G, 1998, the jeint venture is in an equity deficit
position. Accordingly. the Company will not record any equity in the net income of the
joirt venture until such fime as the joint venture has positive equity.

LIQUIDITY, CAPITAL RESOURCES AND OTHER RELATED MATTERS

Cash fiow from operations way $139 million for the quarnar ended September 30, 1988,
compared to $87 million for the quarter ended Septermber 30, 1997, The increase in
cash flow from operations in 1988 is largely atiributable to an increase in income from
operations, offset slightly by an increase in payments for asbestos litigation claims duting
the third guarter of 1888 compared t0 the third quarter of 1897. Payments for asbastos
titigation claims were $70 million during e quarter and proceeds from insurance were
$24 million, compared to $62 million and $29 million, respectively, during the third guarter
of 1987, The ncrease in net payments is due to the timing of asbestos claims
settiements and the coliection of insurance proceeds. The Company anticipates $365
miflion of totat payments for asbestos ltigation claims during 1998, Refiected in cash
flow from operations during the quarter is an increase in incomne taxes receivable of
approximately $86 rnillion,

mventories at September 30, 1998 decreased $8 million fo $495 million from the
December 31, 1897 level and were down 340 million, including %37 milfion for
divestitires and nen-cash write-offs during the third quarter, from the June 30, 1898
fevel. Receivables at Septamber 30, 1898 were 3542 million, 2 25% incréase over the
Decemnber 31, 1987 fevel, due to the Seasonal increase in third quaner sales, particularly
in Septerber, Receivables at September 30, 1898, however, were $558 million lower,
inciuding $39 million for divestititres and non-cash write-offs during the quarter, than the
June 30, 1898 level. This decline in inventeries and receivables from the June 30, 1898
ievel contributed to the favorable cash flow from operations during the third quarter of
1998, On a comparative basis, inventories and receivables at September 30, 1893,
adiusted for AmeriMark and the divestitures and nen-cash wite-offs during the third
quarter of 1988, were $23 milion and $27 million lower, respectively, than the levels at
September 30, 1897, indicating improved working capital management during 1998,
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ITEM 2.  MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS {Continued)

At September AD, 1908, the Company's net working capital was 3738 million and its
current ratio was 1.58, compared to $121 million and 1.09, respectivaly, at December 3%,
1897. Inciuded in net working capital at Seplember 30, 1988 are the 3530 miliion

© proceeds recaived from the sale of the Company’s yarns and speciaity materials
business on that date. The proceeds are roflected as cash and cash equivalents on the
Company's consclidated balance sheet at September 30, 1998, but were used to reduce
borrowings under the Company's long-term revelving credit facility in early October 1998,
increases in receivables, a reduction in the current portion of the reserve for asbestos
liigation cfaims, and a reduction in the murent portion of long-term debt compared fo
Uerember 31, 1397 aiso contributed to the increase in net working capital a2t September
30, 1898.

The Company's fotal borrowings at September 30, 18998 were $2.283 biliien, $545 miflien
higher than at year-end 1897, As discussed shove, the $530 millfon of procecds from
the sale of the Company’s yarns and specigity materials business were used to reduce
borrowing under the Company's fong-ferm revoiving credit facility in early Qctober 19588,

As of September 30, 1988, the Company had umussed fines of credit of $6874 miliion
available under long-tarm bank credit facilities and an additionat $173 million undor short-
term facilities, compared to 3884 million and $224 miliion, respactively, at year-end 1997,
The decraase in unused awailable lines of credit reflects the Company's increased
borrowings at September 30, 1998 compared to December 31, 1897 as weill as an
agreed $200 million reduction in the maximum availability from the Company's credit
facility during the first quarter of 1968, Letters of credit issued under the facdility, most of
which support appeais from asbestos trials, aiso reduce the available credit. The impact
of such reduction is refiected in the unused Enes of credit discussed above. Please see
Note 5 to the Censolidated Financial Statements,

Early in the third quatter of 1898, the Commpany issued a series of debt securiies as
unsecured obligations of the Company for an aggregate principai amount of $400 million,
The net proceeds of $388 millon were used fo pay for the principal and premium
ameunts of the tender offars of certain other debt securities of the Company, These
tender offers were completed o August 3, 1988 and as of that compietion date,
approximately $361 million of these debt secutities had been tendared, in connection
witht this eardy retirerment of debt, the Company paid premiums of approximately $82
rviilion, inclared reiated nom-cash casts -of approximately -§2 -million, and recorded an
extraordinary loss of approximately $39 miflion, or $.66 per share, net of related Income
taxes of $20 millien. Please see Note 5 to the Consolidated Financial Statements.

In eatly August 1598, the Company repurchased its 3309 million of Trust Preferred
Hybrid Securities which had been issued in October 1997 as payrment for the Company's
acquisition of the assets of AmeriMark. Additionally, during the third quarter of 1988, the
Cornpany repaid §100 million of deldt which matured iry August 1998, These transactions
were financed by a combination of newly issued debt securities and borrowings from the
Company's long-tarm revelving credit facility. Please see Note 5 to the Consolidates
Financiai Statements.

Capital spending for propenty, plant and equipment, excluding acquisitions, was $59
million in the third quarter of 1888, The Company anticipates 1998 capital spending,
exclusive of acguisitions and investments in affiliates, will be approxirnately $250 miflion,
the majority of which has been expended of is commitied. The Company eXpects that
" funding for these expenditures. will be from the Company's operations and extemal
SoUICes 3s required. e .
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS Continued)

Gross payments for asbestos fitigation daims during the third quaner of 1998, including
payments for ciaims settled in prigr yoars and excluding amounts payabile in future years,
were $70 milllon. The third guarter 1998 expenditures include $18 million in defense and
other costs. Proceeds from insurance were $24 million resulting in a net pretax cash
cutfiow of $46 million, or $28 milion aftertax. During the thind quarter of 1898, the
Company received approximately 10,600 new asbestes persenal injury cases and ciosed
approximately 3,000 cases. Over the next tweive manths, the Company’s total payments
for asbestos fitigafion cfaims, inciuding defensa costs, are expected to be approximately
3350 milion. Froceeds from ingurance of $125 million are expected to be available to
cover these costs, resulfing in & net pretax cash owtflow of 3225 millien, or $135 million
after-tax. i the National Settlement Program {described more fuily in Note 11 $o the
Consofidated Financlal Statements) Is irpiamented by the Company in the fousth quarter
of 1988, the Company’s gross payments for asbestos litigation daims would increase in
1959 and 2000, but would be substantially jower than the 1988 paymants thereafter. The
increased setlement payments in 1899 and 2000 would resclve a significant number of
cases perding against Owens Coming and would establish administrative processing
agreerments with participating faw firrms to pay future clalmants specified amounts based
on the type and severity of disease, instead of litigating those ciaims. The aggregate
amount of such increases in 1999 and 2000 will depend on the cutcoma of negotiations
currently undereay with paricipating plaintiffs” firms. Please see Note 11 to the
Consplidated Financiat Statements,

Grass payments for asbestos litigation claims against Fibreboard for the quarter ended
Septembar 30, 1998 were approximately $17 million, all of which was paid directly by
Fibreboard's insurers or from an escrow account funded by its insurers to claimants on
Fibreboard's behall. During the third quarnter, Fibreboard received approximately 4,800
new asbestos persenal injury claims. and resoived approxitrately 1,000 clalms, Whether
of hot the National Bettioment Protitam s imglemenist, pavments for ashestos dams
against Fibreboard over the next tweive months and thereafter are expected to be paid
by Fibraboard's insuters or from the escrow account, Such payments would be made
puarsuant fo either the Giocbal Settlernent oy the Insurance Seftiement relating to
Fibreboard's asbestos personal injuty claims, A final iUnited States Supreme Count
dacision as to the Global Settlement is expected in e course of 18992, If the Global
Settiement does not receive final court approval, the Insurance Settiernent {which has
recaived final courn approval} wouid becorre effective, and Fibweboard will have access
to assets of approxicnatety $1.8 hillion, to resaive pending arad future Fihreboard claims.
Please see Notes 8 and 11 to the Consclidated Finangial Statements,

The Company expects funds gernerated from operations, together with funds available
under jong and shott term bank credit faciiities, to be sufficient te satisfy its debt service
obligations under its existing and anticipated indebledness, &3 contingent Habilties for
uninsured asbestos personal injury claims, as well as its capital expenditure programs
and growth agenda,

The Company has been deemed by the Environmenta! Protectisn Agency (EPA)to be a
potentially responsible party {PR¥) with respect fo certain sites under the
Comprefiensive Environmental Response, Compensation and Liabitity Act {Superfund}.
The Company has aise been deemed a PRI under similar state or local faws, in other
instances, other PRP's have brought suits or claims against the Company as a PRP for
contribution undes such federal, state or logal faws. During the third quarter of 19398, the
Cotmpany was designated as a PRP in such federal, state, local or private proceedings
for three additonal sites, At September 30, 1998, a total of 37 such PRP designations




remmained unresclved by the Company, seme of which designations the Company
believes to be ernoneous. The Company is also jnvolved with environmentat

investigation or remediation at & munber of other sites at which it has not been
designated a PRP.
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TEM 2, MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANGIAL
CONDITION AND RESULTS OFf OPERATIONS {Continued)

The Company has established 2 $31 miion reserve for its Superfund (and simitar state,
lacat and privata action) contingent fiabitiies. Based upon information presently avaiiable
. to the Company, and without regard to the application of insurance, the Company
believes that, considered in the apgregate, the additional costs associated with such
centingent labilities, incliding any related iitigation costs. will not have a matetdally
adverse effect on the Company's results of operations, financial condition or longterm
liquidity,




The 1830 Clean Alr Act Amendments {Act) provide that the EPA will issue regulations on
& numbar of air pailutants over a period of years. Unti these reguiations are deveivped,
the Company cannot determine the extent to which thie Act will affect it. The Company
anticipates that its sources {o be regulated will include wool fiberglass, mineral wosl,
asphalt processing and reofing, and metal coil coating. The EPA’s currently announced
schedide is to ssue reguiations covering wool flberglass, mineral wool, asphalt
processing and roofing in 1398, and mefal coll coating in 2000, with inplernentation as to
existing sources up to three years thereafter, Based on inforration now known to the
Cotmpany, inchxling the nature and Emited number of regulated materiais & emits, the
Company does not expect the Act to have a materially adverse sffect on the Company's
resuils of operations, financial condition or fong-term liguiiity.

Year 2000 Compliance

Tha Company has been actively implementing new systens and technoiogy sinee 1985
as par{ of £s Advantage 2000 program {0 improve pradustivity and operationat efficiency.
An additichal objective of this initiative is to ensure all business iransactions are
supporting fequirerments to process data accurately in the year 2000 and beyend. The
scope of this program has been continuously expanded o include each of the seventean
acyuisitions made by the Company during the past four years. To date, ever 50% of the
Companys systems have bean replaced and are in operation for daily business
ransaction processing. The Company's schedule is t& implement all remalning system
updates throughout the peticd ending July 1, 1999, and ali system changes are currently
on schedule. The Company assesses the risk of these systems not being Year 2000
teady as negligibie.

The Company is now auditing and taking inventory of all non-information processors,
controflers and microchips in its facilities. Unti{ the audit and inventory are complete and
the resuits evaluated, the Compatny wil not know the extent of ity Year 2000 compiiance
risks with these processors, controliers and microchips. This audit and inventory is
scheduled for compietion by the end of 1998. The Company will then evaluate how
these processors, controllers and microchips affect the operations of the facilities and
develop remediation, scheduling and contingency plans for implementing the required
changes to make these operations Year 2000 ready.

The cumlative cost.ot business systemssaplacement fror 189385 through e end-of the
third quarter of 1988 has been $143 midlion, inciuding $58 milion for information
technoiogy and $44 mitlion for related training and deployment in vasious business
locations. The Company ¢urently estimates the costs for information technoiogy, non-
information technelogy and training and deployment at all rermaining locations to be
approxirmately $35 miflon to $45 miilion.

The Company is working with its vendors, suppliers and customers to determine if their
systems will be Year 2000 ready as well. In the event that suppliers or vendors are
unable to convert of replace systerns appropriately, the Company intends to switch to
suppliers that are abie t provide Year 2000 transaction processing.
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PART #. OTHER INFORMATION

ITEM 1.  LEGAL PROCEEDINGS

See Note 11, Contingent Liabilities, o the Company's Consolidated ?‘maacml Staterments
above, w!ﬁd& ¥ incorporated here by refergnce.

Securities and Exchange Commission ruias reqwre the Company to describe certain
. gevernmental proceedings arising under federal, state or focal envirommenta) provisions
unless the Company reasonably believes that the proceedings will result in monetary
sanctions of less than $100,000. The feliewing proceeding is reported in response {o this
requirament. Based on the information presently available to it, however, the Company
believes that the costs which may be associated with this enatter wifl nat have a
materially adverse effect on the Company's financial position of results of operations.

By ietter of September 10, 1968, the New Jersey Department of Environmental
Frotection (DEF) alleged violation of an Administrative Consent Order refating ©
an ashestos remediation preject. DEFSs notice explainad that Owens Cerning
and another party wouid be subject to a minitnum penally of $1.407,000.
Company representatives have been in  comyrunication with DEP staff to
promptly correct nofed deficiencies. The Company  anficipates resohving this
matter without imposition of the indicated penaities,

ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS

{#) Nene of the constituent instruments defining the rights of the helders of any class of
the Company's registerad securities was materially modified in the quartar ended
September 30, 1998.

{t} None of the rigits evidenced by any class of the Company’s registered securities was
rateriaily limited or qualified in the guarter ended September 30, 1698 by the
issuance or modification of any other class of securities.

ITEM 3. DEEAULTS UPON SENIOR SECURITIES

{2) During tha guarter ended September 30, 1998, thera was no material defaidt in the
payment of principal, interest. sinking or purchase fund instaliments, or any other
material defauit not cursd within 30 days, with respact to any indebtedness of the
Company or any of its significant subsidiaries axceeding 5 percent of the totat assets
of the Company andits consstidated subsiiiafies.

{&) During the guarter ended September 30, 1988, no material arrearage in the payment
of dividends cccurred, and there was no othier material definquency not cured within
30 days, with respect to any class of preferred stock of the Company which is
registerad or which ranks pricr to any ciass of registered securities, or with respect 1o
any class of preferred stock of any significant subsidiary of the Company.

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

No matter was submited to a wte of security holders during the quarter ended
Septernier 30, 1988,

ITEM 5. OTHER INFORMATION

The Cempany does not efect to report any information under this Kem.
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PART il OTHER INFORMATION
ITEM 6. EXHIBITS AND REPORTS ON FORM B-K
{3} Exhibits,
See Exhibit Indax below, which is incorporated here by referense.,
{b) Reports on Form 8-K.
During the quarter ended Seplember 30, 1998, the Company filed the foliowing

current reports on Farm 8-X;

«  Fied July 17, 1988, under tems S and 7
~  Fied July 24, 1998, under Hems S and 7.
- Fied August 4, 1998, under item 5,
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SIGNATURES
Pursuant to the requitements of the Securities Exchangs Act of 1834, the Company has

duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

OWENS CORNING

Registrant
[ate: November S 1998 : Jsf ey e .
Domenics Crcere

Senior Vice President and
Chief Financial Officer

{as duly autherized officar}
[Bate: Novembar 5, 1598 By: fsf Steven ). Strobei

Steven 4. Strobel
Vice Prasident and¢ Controiler

The exhibits filed with this quarerly report on Form 10-Q, except for Exhibit {11).
“Computation of Per Share Eamnings,” and Exhibit (89}, *Subsidiaries of Owens Coming.”
have been omitted from this copy, The Cormpany will provide a copy of these exhibis fo
any person whoe raguests ong. Requests shoukd be addressad to Customer Sepvite,
QOwans Coming, Document Center 3, 831 Washington Street, Toledo, Ohio, 43624,
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EXHIBIT INDEX

Becument Description
Pian of Acquisition, Recrganization, Artangement, Liguildation of Succassian,

Agreement and Plan of Merger, dated as of May 27, 1997, among Owens
Corming, Sierra Corp. and Fibreboard Corporation {incorporated herein by
reference to Exhibit 2{(a} to the Company's current report on Form 8-K (File
Ne. 1-3660}, filed May 28, 1597).

LLC interest Sale and Purchase Agreemert, dated as of July 31, 1508,
among Owens Caming, Advanced Glassfiber Yams LLC and Glass Moldings
Corp. (incorporated herain by reference to Exhibit 2 to the Company's
current report on Form 8-K {File No. 1-388(}, filed Cotober 14, 18588).

Amendment No. 1 to {10 interest Sale and Purchase Agreement dated as of
September 30, 1998 {incorporated herein by reference to Exhibit 2 to the
Company's surrant repert on Form 8.K (File No. 1-3680), filed Qctober 14,

1898},
Articies of Incorporation and By-Laws.

(iYCentificate of incorporation of Owens Coming. 28 amended (incorporated
nerein by referance to Exhibit (3)(} to the Company's quarterly report on
Ferm 10-Q {File No. 1.3660) for the gusarter ended March 31, 1887).

¢y By-Laws of Owens Coming, a5 amended {incorporated herein by
reference to Exhibit (19) to the Company's quarterly rapoert on Form 10-Q
(File No, 1-3660)  for the quarnter ended March 31, 1988),

instruments Defining the Rights of Securlty Helders, including indentures,

Indenture, dated as of May 5, 1987, befween Owens Corring and The Bank
New York, as Trustee (incorporated herein by reference to Exhibit 4.5.1 $o the
Company's curtent report on Form 8-K {File No. 1-3660}, filed May 1. 1897).

Credit Agreement, dated as of June 26, 1997, amony Owens Corning, other
Borrowers and Guarantors, the Banks listed on Annax A thereto, and Credit
Suisse First Boston, as Agent {fled as Exhibit (4) to the Company's guarterly
report ont Form 10-Q (File No. 1-3660) for the guarter ended Jjune 30, 1997}
as amanded by Amendment No. 1 tharete (incorporated herein by reference
to Exhibit {4) to the Company’s annual report on Form 10-K {File No. 1-36860)
for the year arwled December 31, 1997).

Materiai Contracts,

Owens Coming Supplemental Executive Retirement Plan, effective as of
January 1, 1988 (incorperated herein by reference to Exhibit 10 fo the
Cormpany's quarietly report on Form 10-Q (Fide No. 1-3660) for the quarter
ended June 24, 1598),

Credit Agreement, dated as of June 28, 1897, among Owens Comirg, other
Borrowers and Guarantors, the Banks listed on Annex A therete, and Credit
Suisse First Beston, as Agent (filed as Exhibit (4) to the Company's quarterly
repost on Form 10-Q {File No. 1-3660} for the guarter ended June 30, 1897)
as amended by
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EXHIBIT INDEX

Becument Description

Mateviat Contracts (Continuad),

Amendment No. 1 thereto (incorporated herein by reference to Exhibit (4) to
the Company’s annual report on Form 10-K (File No. 1-3860) for the year
ended December 31, 1697).

Agreement and Plan of Merger, dated as of May 27, 1897, among Owens
Corning, Siatra Corp. and Fibreboard Corporation {incorporated herein by
reference to Exhibit 2{a} fo the Company's currant report on Form 8-K {File
No. 1-3660), filed May 28, 1887).
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EXHIBIT INGEX
Exhibit
Numiber Socurnent Descript
{11} Staternent re Cornputation of Per Share Earnings {filed harewith).
@n Financial Data Schedude ([ed harawithy.

{99} Additienal £xhibits.
Subsidiaries of Owens Corning, as amended {filed herewith).




