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Federal Trazfe Commission
Wwashington 25, D. C.

Ter.porary rile No., 7-7207
7-7681

Ger.tlemen:
" This will acknowledge feceipt of your letter of
rarch 158, 1953, in which you re .uest infcorration relati:
to the acquisition by W. R. Grace & Co. ("Grace') cr
Dawbarn Brothers, Incorporated, ard the proposed acquisitfon

W

by Grace of the assets of Zonolite Conrpany Zonolite’).

:‘t';‘;’ v
. fﬁ 5'4—* &

On January 17, 1963, Grace and Zonolite entered
into an agreement providing for the acqguisition by Jcrace
of all of the assets or Zonoiite 1n consicderation oI the
lssuarce by Grace tc Zoncilite oi charas of Grace's cormon

stock ard the assumption by Grace of the liasllities cf

LA

Zanolite.. The closing under this agreement is scheduled > {gi
to take place on April 10, 1963. - | | :;?
This transaction has been under negotlaticn since §ﬁ§

the early fall of 1962 and was first announced puolicly by | 1&5'
Grace and Zonolite in Cctober 1562, In view of the short 7

time remaining prior to the closing under the agolecicit.

between Grace and Zoﬁolite it 1s desired to: furnisn to you
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as promptly as possible the information you have requested
regarding the Zonolite acquisition to the extent the same

is in the possession of Grace. The additional information
which you have requested regarding Grace and the acquisition
of Dawbarn Brothers, Incorporated will be submitted to you
in due course. | ;

DESCRIPTION OF GRACE AND ZONOLITE
Ww. R. Grace & Co.

Grace i3 engaged in the manufacture and sale of
chemicals, in transportation, in petroleum, in banking and
in agriculture, A brief description of the principal opera-
tions of Qrace (excluding the operations of the Grace Nation&i
Bank of New York, Grace Line, Inc. and all foreign operations,
except those conducted by the Overseas Chemical Division) is
as follows:

Cryovae Division - Cryovac manufactures a diversi-

fied line of flexible packaging materials consisting of bags,
pouches, and shrinkable transparent film wrap,

_ _ Devision Chomical Division - Davison produces
agriculturtl chemicals, principally mixed fertilizers, super-
phosphates and concentrated phosphates for agricultural uses.

' In the industrial chemical field, the division manufactures
cracking catalysts, industrial catalysts, silica gel, sulphuric
acid, and silicofluorides. Davison also produces reactor
materials which are sold principally for nuclear energy uses

including power reactors.
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Dewey and Almy Chemical DiviaionA- Dewey and Almy
produces compquﬁ&ed chemical specialties soid primarily to
custorers who are engaged in or supply the automotive parts,
construction and construction materials, shoe, container
and closure, textile and luggage and related industries.

This Division also produces organic chemicals cdnsiating of
copolymer latices, dispersing agents, polyvinyl acetate homo-
polymer and copolymer emulsions, plasticizers, paper coating
latex and latex compounds. Other items include meteorological
balloons and soda lime gas absorbents. |

Hatco Chemical Division - Hatco produces plasticizers,

and esters used in the manufacture of synthetie rubber, vinyl
products, coatings and jet ludbricants, and sebacic scid.
| Nitrogen Products Division - NFD manufactures anhydrous

ammonia and urea which are so0ld for use as fertilizer and animal

feed and for certain industrial uses.
| 0versean Chonical Division - This Division directs

the activitino or certain subsidiaries of Grace in sixteen

foreign countrio. and manufactures and sells a diversified

line of chemical specialties, primarily the same as those sold
by lewey and Almy and Cryovac.

| Polymer Chemicals Division - PCD manufactures and

sells high density polyethylens. In addition it sells poly-
styrene manufactured by Cosden Petroleum Corporation and poly-
propylene and low density polyethylene manufsotured by others.

-

-3
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. Cosden Petroleum Corporation - Cosden, which ia
apbroximately_5§”owned by Grace,produces and refines crude

o1l and manufactures petrochemicals at two refineries lo-

cated in Texas. It is anticipated that Grace's 1ntcrtlt in
Cosden will be terminated within the next few wukn as a
rnult of announced plans for the liquidation or Cosden,

U, 3 Export/Import - Orace's export and import
- activities consist primarily in tnm.ng with Grace's South
American subsidiaries.

The following is a schedule of the approximate *
sales in 1962 of the Grace Divisions referred to above:

1962 Net Sales

($000)

Cryova;z Division | . § 32,19
Davison Chenical Division | L 111,738
Dewey and Alnv Chemical Division 51,29}
Hatco Chemical Division - | 13,83
Nitrogen Products Division ' | 19,318
Overseas Chemical Divisiom L »,051
Polymer Mmsyunw - _— 18,146

. Cosden Petroleum Cofporation ) 85,60
U. S. Bxport/Daport S _17,908

- 4284, a6

>
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Zonol_ito Company .' y
| Zonolite 18 engaged primarily in the business of mining
and expanding vermiculite. Vermiculite is a minersl which,
in common with other naturelly occurring shales and e¢lays,
will, when heated, expand to & volume many times 1ts original
size. To date, vermiculite has been uwsed prindipally as an
insulating material, as a lightweight aggregate for oconsrete
- and plaster, as a lightweight carrier for agristlitural ehemicals
and as a 301l oonditioner.
Zonolite markets vermiculite both in the form of

vermiculite ore and as expanded culise. veraiculite .
y ;;;E :;::&éﬁﬁ %w—WéA&w
; ore is sold to expanders, to,

fasturers and to miscellansous .W wesrs. In addition,
the expanded vermiculite 1s so0ld ¥y Zonolite to & large mumber
of jobbers and dealers who market ihe material throughout the
United States and Cansda for the purposes staded above. About
108 of Zonolite's total prqdwotion of vermieulite ore is exported

to Canada and other foreign eoumiries.

. .,
~ The fellowing responses are mumbeved o eerTespond to

the question numbers &3 set fortd in Federul Trade Commission

" letter of Nareh 18, 1963, sidressed %o ¥, K Grecs & Co. ‘In-

e 0
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1. The ocorrect corporate title, mailing address
and the state and date of incorporstion of Grece and Zonolite

are as follows:
State and Date

Corporate Title Mail Address of Ineorporation
¥. R, Grece & Ov, T Nanover Square Connecticut
5 New York 5, New York . - June 20, 1899
Zonolite w 13 louth LaSalle Street
‘Chisago 3, Illimois m 1, 1922

2. (a) Copies of the anmual npofu of Grace for

the calendar years 1961 and 1962 and of the annual reports
of Zonolite for the fiscal years ended March 11, 1961 and
March 31, 1962 are enclosed herewith in the folder marked
"Exhibis 1",

_ . (b) Extrescts of those portions of the minutes
.. of the meetings of the Board of Directors of Grece held on
December 6, 1962 and January 3, 1963 relating to the. proposed
soquisition of she assets of Zonslite and of those portions
otmmmwtuh,_"m _‘::mmameouor
Zonolite held on

, 13, 1962 end January 17, 1963, re-

lating to the proposed sale of the aseets of Zonolite to Grece,

are enclosed hewpsfsh in the folder maried "EBxhiMs 2°.

: a '(g).kmdtummc—tmwuim
(MOA #225) relating %o the preposed sequisition of the aseets

of Zonolite as submitted %o the Deard € Directors of Grece at

mmmwmawﬁuﬁnuwoum

l'

with in the rouu- mariced 'wc $*.. -i;.:.; R
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A copy of the letter to stockholders, notice of
special meeting and proxy statement dated January 31, 1963
forwarded by the Zonolite Company to its stockholders in
connection with the special meeting of stockholders held
on March 4, 1963, to authorise the sale of the assets of
that company to Grace is enslosed herewith in the toidor
marked "Exhidit 4",

Copies of correspondence, memoranda, surveys,
studies and reports found in the files of Grace and relating
to the acquisition of the assets of Zonolite are enclosed
herewith in the folder marked "Exhibit 5",

() A oopy of the agreement dated January 17,
1963, between Grece and Zonolite providing for the asquisition
by Grace of the assets of Zonolite is attashed as Bxhibit A
to the Zonolite proxy statement enslosed herewith in the

folder maried "Exhibit 4",

| (e) Varicus product catalogs and other deseriptive
materials relating to the produsts manufactured by Greee and
Zonolite are ono:xoug herexith in the folder marked "Exhidit 6.

Questions 3 through 11 are cmitted since they do not

. relate to the aoquisition of mzh.
' 12, The following is & list of the produsts of
Zonolite, together with the estimated dollar sales of each

such product for the rueu nu' of Zonolite ending March A,
1963'3 - ﬂ.»!tu
on o~ - Came e f‘i?-?ﬂ!?teﬁw.m&w-“
. R LI PP PR IRy
.. 7 ® - : - ‘
- R o ' 15166222
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Vermiculite Ore : ‘ - $ 2,000,000
Expanded Vermiculite | L

Lightweight Concrete and Plaster Aggregases 2,290,000 °
Home Insulation ., ium-lorwe b 1,720, 000
Carrier for ocult Chemicals ‘ il 900,000
Masonry Fill Insulation . = . 740,000
Kixed Construotion Products e

. (m111 mixed plasters for s o
: and acoustical insulation o 540,000
m«um«m ' dese ad

minor specialty uses oL . ST , 000
Terralite (soil ocondit ) S L 000

TOTAL VERXICULITE | B  § 8,920,000

Resale Products R ’
Glass Piber Nome Insulatiom - - & . § 1,800,000
Polystyrens Joam Insulatioa O YE & 200,000 .
Perlite LT 200000
Alminum Siding - 140,000 *
TOTAL RESALE PRODUCTS T ES WQ 2,340,000

"TOTAL GROSS SALES ST T, 260,000
Less: Sales Dedustions L o ! ,000)

TOTAL ZONCLITE OOMPANY SALES oo | 000

D2 0025041 wum



13. 'npro are no products or produst lines of
. Grace and Zonolite which are identical or similar in use.
14, (a) There are no products manufactured by
Grace which may bde used by Zomolite. .
| (b) There are no products which Jomolite
formerly obtained from other companies which, after the ac-
Quisition, may be supplied by (Orece. _
| 15. No products or product lines were purchased
by Grace from Zonolite in 1962. _
16, 'The following information is submisted in
respect of zomuto'nl products, competitors and percentage of
total industry sales of mnu. ™he renk and peroentages
of the total industry sales represented by sales of Zonolite's
competitors hereinafter referred u.ummum \
zononto'l W MM in h ww
oconorete and plaster w -lht .n ;

lhnviuo
United Perlite Oorp.
Oneida Perlite con

In addition to the above, lightweightS aggregate
materials are readily svailable throwghout ths eountry from
many looal suppliers.. SUR

SRR gy ot N PR ;

: -‘?' TRt %“:h. .
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m total industry sales of lightweight conerete
and plaster W £or non-streeturel uees (umm
shale, ohtc, puniee and expanded slag, clay, mnu and
versiculte) amounted to spproximetely 2,000,000 %o 2,700,000
tons in 1961 as estimated by "Nedis-Markes ru-m' Quide”,
Octodber 1962 issus. While astual sales figures ‘for 1962 are
not yet available, it is estimated that sales will not be
‘lower in 1962 then in 1961, Zonolite's sales of lightweight
oconorets and plaster aggregates in the fiscal year ended
March 31, 1963 are estimated to amount to spproximately 30,000
tons or approximately 1.1% to 1.58 of the total market. Zono-
1ite's vermiculite aggregate 5ales 8eeound for approximately
1.08 to 1.4 of the market and 1%s sales of periite (whien is
purchased as ocre and expanded W unuu) w (u- aJprox-
imately 0.1f to 1f of the -!-.. P, B -,*;'«?‘51;‘-:23-.'.'.', .
meulation . .‘-.; PR TR
zeaouto'- prinsiped m I- e h-u-u.-
%&‘ u,,‘l “,_ ,‘- "
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\ The most recent figure presently known to Grace for
total 1ndustri sales of home insulation materials (including
glass fiber, rock and slag mineral wool, wood fiber, paper,
polystyrene foam and vermiculite) is the figure set forth in
the "Census of Manufactures" for 1958 which was$80,000,000.

It is reasonable to assume that the mariket has grown since that
time. However, using the $80,000,000 figure as a base, '
Zonolite's estimated home insulation sales for the fiscal year
ending March 31, 1963 of 33.720.000 amount to approximately
4.7% of the maricet. Zonolite's sales of vermiculite home
insulation represent 2.2% of the market and their sales of
glass fider and polystyrene foam (which are purchased from
other manufacturers and rescld by Zonolite) amount to approxi-
mately 2.2% and 0.3% of the maricet, respestively.

Carrier for (hw;uim Chemicals

© Zonolite's vermiculite competes with tho following
products as a pmur for ;xou-fm agricultural chemicals:
perlite, ground ocorn godbs, codoa shells, mm shells, calcined
clay, sand, limestone, r:l.co hulls md ltrn. Zonelite's
pr:l.mipu ocqoutm m this me ares

Great Lakes Carbon
Johns-Manville
United Perlite Corp.
Oneida Perlite Corp.
In addition to the above, materials used as carriers
for agricultursl chemicals are readily available throughout

the country from many 1ocal suppliers.

15166226
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muuotchimmt for earriers of

non-farm agricultursl chemicals 1s not available. Ascordingly,
Zonolite's percentage of this total market is not known. The

total nemcferly market for/Agricitural chemicals ves estimated
to be $250,000,000 annually in an article in “Chemiocal Week"

magasine (Pedruary 23, 1963, page 121). It 1s therefore a

reasonable inference that the percentage of the total markst
in carriers for non-farm agriculturel chemicals represented
by Zonolite's sales in this maricet is very small.

Masonry Fill Insulation \

Zonolite sells a specially treated, water resistant
expanded vermiculite for insulating cavity walls and concrete
blocks. This application is a new eoncept ia duilding insula-
tion developed by Zonolite within the past five years. Since
the introduction of this concept by Zomolite other products such
as shredded screp styrofoam and urethans foam hgve degun to de
marksted for use in this mpthod ¢f insulstien angt 1% 18 assumed
that as the market grows perlite and meny other materisls will
find usage in this sppliestion. AS preegnt, ne figures in
respect of the total mt mmum available
mwmmmkmiﬁhu;umu that

" any reliable estimste of Zonslite's share cam %6 detersined.

Mill Mixed PFlasters
Zonolite's mill mixed plasters for fireproofing and

acoustical insulation compete with perlite plasters, acoustieal

. [} . v .
- u ®-.., . :,‘. 5 :1..1. ¢ '} -
L. e et
-~ . S et Lo ".‘:‘.’*- \"
: . ‘.& ’ h* .
- LY ¢ -
. Y L '..”' - ‘. L § -
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t;le, cement eggasement, lath and plaster, and sprayed on
asbestos sold“by the following companies which are Zonolite's
major competitors in this field: '
Armstrong Cork Co.
Asbestos Spray Corporation
Celotex Corporation
o Columbia Acoustics & Fireproof}ng Co.
~* Great Lakes Carbon Co.
‘Johns-Manville
- Keasbey -and Mattison Co.
National Gypsum Co.
Smith and Kanzler Corporation
U. S. Gypsum Co.
Data are not available for the total annual sales
of bullding fireproofing materials. The anual sales of
acoustical tile as estimated in "Sound Ideas" (Summer 1962
Edition, published by the National Acoustical Contractors
Association) are $120,000,000. It is further estimated by
this publication that acoustical tile sales account for 98%
of the annual U. S, acoustical insulation market. Based on
these figures Zonolite's sales in the building, fireproofing and
acoustical insulation market represent less than 1.0% of the

market.
Terralite (Soil Conditioner)
Zonolite's Terralite competes with peat moss in the

market for soil conditioners. Grace does not know of any
single large producer of peat moss, The "Minerals Yearbook, 1961"
(Volume II) states that they surveyed 123 producers in 22 states

to obtain production statistics.

- 13 -
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This_publica@ion shows that the total peat moss con-
sumed in the.U. S. in 1961 amounted to $18,200,000. 94% of
the peat moss consumed‘in the U, S. in 1961 was uséd for soil
conditloning. Zonolite's estimated sales of Terralite for the
fiscal year ending March 31, 1962 amount to $320,000 or approx-
imately 1.8% of the total soil conditioner market.

Vermliculite Ore

Vermiculite ore production in the U, S. in 1961 ac-
cording to the "Minerals Yearbook, 1961" was 207,000 tons.
In addition, 13,000 tons were imported from South Africa.
Zonolite's production of vermiculite ore for the fiscal year
ending March 31, 1962 was 201,000 tons or 97% of the U. S.
production and imports. Other U, S. producers of vermiculite
are: '

American Vermiculite Co.

Patterson Vermiculite Co.

Golden Clover Corp.

Zonolite's large ghare of the U, S, vermiculite
production arises out of the natural phenomenon that the
largest known vérmiculite deposit in the western hemisphere 1is
in a knoll in northwestern Montana which 1s owned by Zonolite,
Geological estimates of the resérves in this knoll indicate
.that'it éontains sufficient ore to supply the total U, S;
vermiculite usage (at the 1961 consumption rate) for 165 years.
It is estimated that thils single déposit represents more than 90%
of the total developed vermiculite reserves in the United States.

= 14 -
- D2 0025047
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However, as indicated above, vermiculite finds °
fierce cohpgtifion in every market from many of the nation's
largest suppiiers of construction materials and from such
materials as perlite, talc, glass fiber, foamed plastzcs, peat
moss, blast furnace slag, gypsum, rock wool, polystyrene foam,
asbestos, sand and many others. - v

17. (a) 2Zonolite distributes vermiculite as both
ore and as expanded product. Approximately 55% of 1ts ore
production ($1,880, OOO& 18 sold in the unexpanded form to

ek Nan-FARM AGRICLLTURAL CHEMICALS

4uam&-and—gaadaa—#ent&&éaep-manufacturersﬁ miscellaneous

industrial users and 10 U, S. expanders. The expanders process
the ore by expanding the same in special furnaces and sell the
expanded material to jobbers and dealers who are, principally,
lumber yards, building materials dealers and hardware outlets.
Approximately 10% ($340,000) of the ore is shipped to Canadian
and overseas expanders. The remainder of the ore (representing
$1,190,000 of ore value or $6,900,000 of finished product value)
is expanded in 19 owned plants of Zonolite and is sold directly
by the Company to Jobbers and dealers. Zonolite's resale

products are also distributed through these latter channels.

®F DisTRIBUTION R’EFEQ&ED Te

ARovE
# The sales values ascribed to the #EUTwINE channelszre
- based on the estimated sales for the fiscal year ending
March 31, 1963.
| 15166230
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17.. (b) There are no material changes con-
femplated'in-éhe methods of distribution employed by Zono-
lite. Grace intends that after the acquisition the products
of Zonolite will continue to be sold to all present customers
of Zonolite. In addition, Grace will endeavor to have these
products sold through additional outlets. .

18. Grace’considers the proposed acquisition of
Zonolite to be an attractive investment for the following
reasons:

Zonolite affords Grace an opportunity to invest in
a profitabie business with a solid earnings base and prospects
for reasonable earnings growth. In addition it is believed
that with the opportunity to apply Grace's chemical research
technology to the vefmiculite structure new properties may
be developed which will materially increase the usefulness
of the material for presently unknown applications. For ex-
ample, the profitability of the mining and milling operations
can be greatly improved by.developiné'new markets for the finer
sizes of vermiculite. Grace hopes to accomplish this through
a well conceived research program.

It is Grace's intention to continue to employ the
present management of the Zonolite business after the acquisition
and to continue to have the business operated as an identiflable
unit.: It is contemplated that Zonblite's‘opeg?tions will continue
to be managed from Chicago and utilize the same channels of dis-

tribution. '
Very truly yours,

W. R. GRACE & CO.

By
- 16 -
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