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GAF PlansSale
Of 8 Units, Sees
4th Period Loss -,

QoS = 2 4% <1978
Businesses Made Up 45% of

‘Sales Last Year; Analysts
A(e Surprised by. Action

—_——

- By ANN Huchey
tis eporierof Tor Watd, Stirasm Jounnas
NE\\ YORK—GAF Corp., in u move that
surpnseq many observers, said that it wants
to sell gxghl businesses that accounted for
at?ﬁul( :D';n of its sales last year and that it
will take a ““major’ loss in ’
o ' J the fomtp quar-
QAF's chairman, Jesse Werner, said at a
news .confergance yesterday that the coin-
pany intends o concentrate on its largest
:mc.i. most profnnt;le opciations, building ?na-
terials and specialty chemicals. The busi-
nesses up for sale include cornmiercial blue-

I)finlnng._ commercial photography,(Tlooring
vinyl siding, and a classical-music radio-sia-

_ The company has established 5 mil-
lion reserve to cover possible ::)sssze? ,:r::l
costs qf the sell-off plan of which $50 million
is designated to cover pension fund obliza-
tions. That $265 million represents the b?o-
gest loss GAF thinks it could incur from tr;e
sales. Actual losses could be somewhal less
an.d.Mr. Werner said a tax benelit of S7"
million telated to the reserve will be avr«il?
able against future earnings.
'GAF’s earnings in 1979 fell 7% to $258.2
million, or $1.62 a share, trom $30.4 milhoﬁ
or §1.97 a share, in 1978. The slide has con-
tmqed this year, with third quarter earnings
;?éhnr'xgsfo’ga to $4 mitlion, or 23 cents a sharbe
.3 million, é 2
your o3 T or 59 cents a share, a
“In the present economic clima
company can't achieve the cash rllr:\ilz'ecte?
sary in the next few years to support the
concurrent growth of all these businesses,”
said Mr. Werner. He cited high imere'st
‘r'ates as a major factor in the decision
Interest on all our debt will run approxi:
mately $30 million this year, consumine a
large part of our operating profit and deny-
ing funds required for normal corporate pur-

.| that the company was streiched thin, spend-

First Manhattan Co. said, “"They have not
been bold {n the past.”” In 1977 GAF sold It
cansumer phatographic business, advertised
by actor Henry Fonda, but, Mr. Fernandez
said, ""That was litlle more than a teaspoon-
ful.” However, at the time the sale was her-
alded as the mave that would revive the
company. )
Analysts have believed for several years

ing too little mouney on too mMany enterprises.
Said one observer: “Jesse ran this thing like
a fietdom. These were his lttle hobbies.
This baby was just sitting there waiting to
happen.” That observer and others suspect
that someone other than Mr. Werner forced
the decision. “In my own mind there is
some relationship with the coming on board
of the new president,” said analyst Jack Ka-
vanagh of Merrill Lynch, Pierce, Fenner &
Smith Inc.

Richard Fleming, the 56-year-old presi-
dent, arrived at GAF last summer (rom Air
Products & Chemicals Inc., where he was
an executive vice president and direclor.
GAF spckesmen note that a study that led to
the decision to sell the eight units began be-
fore Mr. Fleming's arrival.

Mr. Werner, who is 64 and is expected lo
retire next year, has been with the company
since 1933, He becarie chief exccutnve offi-
cer in 1962, when GAF was still in the hands
of the government. In early 1942 the com-y
pany was taken over by the government and
administered by the Office of Alien Prop- |
erty. GAF became publicly held in 1965.

The move to sell off businesses as well as
the expectation that a new management
team will be in charge soon pleases Wall
Street observers. On balance it's a plus. 1
would have to think their earning power is
greater than they had before,” said Merrill
Lynch's Mr. Kavanagh, who is heastened by
Mr. Werner's assurances that the 20 cent
quarterly dividend won't be cut.

The businesses they have left are good.
It's very positive. They got rid of almost all
the prablems,” said Mr. Fernardez.

* domestic and foreign, have expressed inter:

Mr. \Werner said potential buyers, both

« est in the businesses being offered for sale.
" The proceeds will go to reduce debt and to
expand retained operatinas. Mr. Werner
spoke of “'the wrenching cecision™ and was
overheard after the news conference ex-
pressing pariicular regret over the loss of
the classical music station WNCN. Earlier
_ he said he hoped WNCN will be bought by
. an enterprise that “'will cherish this inde-
pendent, tax-piying. nonsubsidized cultural
institution.” GAF bought WNCN in 1975 af-
* ter it had been transformed by its {ormer:
owner into a hard rock station. '
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poses,” he said; |
Mr. quner s:gid that the businesses the
’- company is ‘keepmg accounted for sales of
$673 q\_mlon "'..!97? and 2hout 92% of direct
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