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BAND-DELIVERED !

Robert M. Weisman, Esq.
.

Office of General Counsel
United States Nuclear i

'Regulatory Commission.
Washington, D.C. 20555 >

i

Re In re the Matter of Safety Light Corporation,
et al., Docket'Nos. 30-05980, et al. -pq ;

.t

Dear Mr. Weisman: 4

,

As we agreed in our telephone conversations on March 9 and
.'March 12, 1990, we are hereby submitting a listing of the indi-

vidual assets' owned by each of the USR companies,~ including the ;

encumbrances thereon. These were formally requested in your let- '

ter of March 19, 1990. |
t

Attachment A hereto is a complete list of the assets and r

encumbrances thereon for USR Industries, Inc., USR Lighting, !

Inc., and USR Metals, Inc., as of September 31, 1989. It should .

be pated that the figures i.n Attachment A are unaudited and the :
separate company' figures do not reflect the effects of consolida-
tion. : Accordingly, they cannot be understood on a _ separate stand-
alone_ basis. USR Chemicals, Inc. and U.S. Natural Resources,
Inc. are both currently _ inactive corporations and have no assets.
Included with Attachment A is Form 10-0 filed with the Securities
and Exchange Commission for the quarter ended September 30, 1989.
We will provide you with December 31, 1989 data, when it becomes
available soon after April 2, 1990, when the Annual Report on ,

Form 10-K is scheduled to be filed. Preparation and auditing of ?

such. report, which will reflect the contrary negative impact of
extraordinary legal and remedial costs, are nearing completion. .

Attachment B hereto sets forth a listing of certain insur- f
ance policies, and the issuing carriers, who have been notified
of_the NRC' actions with respect to the Bloomsburg site. Proceeds
from-these policies may be applicable to remediation of the
Bloomsburg site. In addition to the policies enumerated in

.

'

Attachment B, the Hannoch Weisman law firm has recently notified i

us that, in the last ten days, it has located certain U.S. Radium
Corporation ledger sheets which suggest there may be certain

][p9004060201 900329
NMSS LIC30
37-00030-02 PDR
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|

additional primary and/or excess insurance that was purchased i

between 1946 and 1970 by that entity. The policies are not now t

available and we do not know the full scope of the coverage
obtained in those policies. The Hannoch Weisman. law firm intends

. :

to amend its complaint in the New Jersey action to include the
,

new list of recently-discovered insurers and to obtain copies of
the policies. We will keep you informed of the progress of this e

development.
\

The information set forth in Attachment A hereto, together
with the income statements over many years, show that with the !

extraordinary additional legal and other remedial costs being :imposed, USR Industries, Inc. and its subsidiaries own barely ,

sufficient net assets to maintain themselves in a viable form. ,

Nevertheless, USR Industries, Inc. (with consent of Safety Light
'

Corporation) proposes to grant to a Shaw, Pittman, Potts &
Trowbridge escrow account a security interest in the amount of ;
$100,000. Such funds, which are expected to be received next
month, have been obtained following extensive negotiation regard-
ing settlement of the claims that USR Industries and/or Safety '

Light Corporation may have against INA for the Bloomsburg site.
The $100,000 escrow fund will be maintained by Shaw Pittman for
the purposes set forth in the Licensing Board Order of February ,

8, 1990, pending ultimate determination of the issues presently
pending before the NRC tribunals unless otherwise disposed of
pursuant to any settlement, interim or otherwise, entered into by
USR Industries, Inc. and the NRC Staff.

.

Sincerely,

| ,|| 64

Christine M. Nicol ides
,

4

j

cc Service List with enclosures ;

!

| 1

|

i
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ATTACHMENT A

:

1

Statement of Assets, certain Liabilities and Encumbrances |
at September 30, 1989

)
l

(Unaudited) i

I. USR Industries. Inc. |

fASSETS

Cash and cash equivalents S 850
:Accounts receivable 50,154 -

Prepaid expenses and other i

current assets 95,461 '

Common stock ownership -
Pinnacle Petroleum, Inc. |
(adjusted cost basis) 388,465(1)

Investment (cost basis, equity
method) in a separate limited
partnership, which owns a building
located at 550 Post Oak Blvd., .

Houston, Texas. 277,192(2)
Machinery equipment (cost less _

'

accumulated depreciation) 10,734
Other noncurrent assets 500

,

y LIABILITIES
!

Notes payable $ 127,954
Accounts payable 253,249
Accrued expenses 122,734

Contingencies ;;.

| t

!

l

(1) All encumbered as collateral for a note to a commercial
bank in the amount of $127,954.

(2) All encumbered as collateral for a first mortgage to an
I insurance company of $1,800,000.
! i

NOTE: The above presentation of unconsolidated assets and
related encumbrances is limited by and should be

! read in conjunction with the attached Shaw, Pittman
'

letter dated March 28, 1990 and the attached
verification thereof.

(Continued)

_ _ . _ _ _ _ _ _ _ _ - - _ . . . . _ ...
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ATTACIDtENT_A t

I
Statement of Assets, certain Liabilities and Encumbrances i

at September 30, 1989 I

(Unaudited) {
;

II. USR Metals, Inc./MultiMetal Products Corporation !
t

ASSETS
.

Cash and cash equivalents $ 52,957 t

Accounts receivable 224,280(1)
Inventories 17,968(1)
Prepaid expenses and other
current assets 17,849 !

Machinery and equipment (cost |less accumulated 6

. depreciation) 49,856(1)
LIABILITIES

Notes payable $ 57,576 '

Accounts payable 106,419
Accrued expenses 14,824

'

Contingencies
.

1

(1) Receivables and fixed assets of $170,526 are encumbered ~

by a note and lien payable to a commercial bank in amount
of $57,576.

| NOTE: The above presentation of unconsolidated assets and -

I related encumbrances is limited by and should be
read in conjunction with the attached Shaw, Pittman

,

letter dated March 28, 1990 and the attached
verification thereof.

1

(Continued) s

:-
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ATTACIDEENT A

Statement of Assets, certain Liabilities and Encumbrances ]
at september 30, 1989 i

-

(Unaudited) i

III. USR Llahtina. Inc. {
i

I

| ASSETS

Cash and cash equivalents $ 1,509 |Accounts receivabit 50,187
Prepaid expenses and other
current assets 443 '

Note receivable 423,119(1)
Property, plant and equipment '

(at cost less accumulated ,

depreciation)-primarily
building under long-term,

capital lease and
,

' leasehold improvements 343,121
Other noncurrent assets 63,482

,

LIABILITIES
,

Accounts payable $ 13,366
.Other.noncurrent liabilities 17,300 i

Long term capital lease 61,483

Contingencies

.

(1) Subordinate to a note of a commercial bank in the amount i

of approximately $168,000,

t

.

.

D

|

NOTE: The above presentation of unconsolidated assets and
related encumbrances is limited by and should be
read in conjunction with the attached Shaw, Pittman
letter dated March 28, 1990 and the attached
verification thereof.

1

,

L
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The foregoing Statements of Assets, Certain

Liabilities and Encumbrances of USR Industries, Inc., USR

| Metals, Inc./MultiMetal Products Corporation and USR Lighting,

Inc. , as limited by and read in conjunction with the attached

letter of Shaw, Pittman dated March 28, 1990 are subscribed

and sworn to before me this 1Lth day of March, 1990.
.

,

Kep)t'en C. Miller,. Treasurer
USR Industries, Inc.

fL Au d
Notarypg.c
My commission expires - E7- f3 .

|

|
|

|

|
'

1

.

,

1
'

1

l
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For the quartar ended Sepeanhar 30, 1989 Ctzumission file No. 1-8040

.

*UER IN m rFFTPR. INC.
(Dcact name of. registrant as specified in its ctartar)

s
Delawarm i 22-2303184 *

(Stata or other jurisdiction of (I.R.S. Dployer |
irwpration or organization) Identification No.) j

550 Best Oak Roulevard, suita 545. Enustan. Texas 77027
,

(Address of principal enscutive offions) (Zip code)

Registrant's telephone rauber, including area ondet (7131 622-9171

Indicate by check mark Wwthar the Registrant (1) has filed all
reports required to be filed by section 13 or 15(d) of the Securities '

Ds:hange Act of 1934 &tring the preceding 12 months (or for such shortar
period that the registrant as required to file audi reports), and (2) has
been subject to sucts filing requirements for the past 90 days. ,

YES XIGEL ND
t

As of November 1, 1989 the Registrant had outstanding 994,655
shares of common stock, par valum $1.00 per share, WLie is the
Registrant's only class of ocumen stack outstanding.

'
,

.

>

4

4

i

Page 1 of 24

- , -- - . . . . - _ - . . . . _ . _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
.



. - -. -- - . - - - -. . ..-_ - _-. - . - - - _ . - -. - - - - .

,

e-
.

r;t

m

M
3RRE I. FIIRIEGL N

Itan 1. Financial statements '

|

lQ:mmal idated Balanos 9 sets. . . . . . . . . . . . . . . . . . . . . . . . . 3--
.,

1

Cannolidated Stataments of Operations. . . . . . . . . . . . . . . 5 i
-

!

Ctemolidated Statements of Cash Flows. . . . . . . . . . . . . . . 7 i
-

:

Notas to cannolidated Financial Stataments. . . . . . . . . . 11 i
-

;

Itan 2. Management's Discaission and Analysis of '

Financial Condition and Results of (.

operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13
'-

i
PARP II. ODEER INf0f002ICW

I

{ l i
i

Itan 1. Legal h - - i 4 'ups . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16
'

i

Item 6. ENhibits and Reports on Forn 8-K...................... 23 I

.
9
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.|'

6

,
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b
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e
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MW I. FIMIE|ERL IWtmarsat !

|
;

M. Planunial Stakammuta. I

I
m . . . i . . . , M. ).

Omasalidstat Salanse meets

|

SEPtambar 30, Doommber 31, |
19a9 inas |,

< AREEIN (heudited) !

Current assets: !
Omah and cash equivalents $ 55,316 13,418 ;,

Accounts receivable 324,621 140,903 * '

- Inventories' 17,968 25,066 '

Notas receivable-current portion 14,,741 12,063 i

Ctmanon stock held for sale (rights #

offaring) 114,852 200,000 i

Prepaid expenses and other 113.753 1.331

1tn:a1 current assets 641.251 392.781
_

,_

ownership of ammuon stock-Pimacle i

Petroleum, Inc. 273,613 540,476
Investment in and advances tc/fram
Houston-Ihoenix co., Ikd. 277,192 607,272 |

Notes receivable 408,378 486,887

kW/, plant and equipment, at cost 1,712,974 1,650,881 i

fl.309.2G3) (1.245.700)
403.711 405.181

Other assets, net 63.982 63.982 '

M
.

f

_m-

3

,

__ _ . _ _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _-



I I

:
1

J

j

== noenmins, no. :
1

mamm14 Amend h M (rtsma4 mand} ]
1

l

N 30, h 31, I
inne isen j. . . . . , , , c-t.d3. . . . . . .. ,s. . ..

,

t

Qanrit liabilit.ies:
Notas payabia and cnannt i

antaarities of long-tam debt $ 185,530 147,954 :

Accourits payable 373,034 436,730 I

Accrued expenses 137.55s 129.157 ;,

!'Itrtal mannt liabilities 696.122 713.a4i

:
Img-tam obligations under !

capital lease and other 78,783 78,778 i

!

Ctmunitaants and contirsipencies i i

'

Stockholders' equity: !

| ctamen stock, par value $1;
3,500,000 shares authorized; issued
and outstanding 994,655 shares at
Septauber 30, 1989 and December 31, 1988 994,655 994,655 -

'Additional paid-in capital 365,461 365,461
Retained eamings (daficit) (66.a94) 3as.s44 ,

'Itstal stockholders' equity 1.2ss.222 1.743.960

M lee 21e171

.

(

I

,

'

1

i

<

see to:,cas to e nsolidated rinancial stacaments.

4
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i

!
!

!

== ===== =, n=. |
-u m , ,, % !

(th,udited)

!

Three mieths M !
. . . _ , ,-

inne iman
Msveriumst :

Not sales $ 256,699 131,709 ,

Amrital incima, net 23,296 23,283 |
Iritarost inotzma 15,562 13,666 )
Other income 4.603 3.981 ;

t

f
hytal reversnes 300.150 172.639

Costs ard expenses !,
'Cbst of sales 130,638 48,142

Sallitg, general ard administrative ,

expenses 312,796 99,174'

,

(. Depreciation ard amortization 246763 16,618 .

Interest expense 6.172 ,3
>

' 'Ibtal costs ard expenses 474.369 167.090
3

Equity in net earnirigs (loss) of *

Pinnacle Petroleum, Inc. (51,275) (109,575)
Equity in not earnings (loss) of
Houstcet-Phoordx 2., Ltd. fl. des) (17.3a0) i

Net earnings (Icos) M M ;

Not earnirgs (loss) per conson
share a r. m f.12)

'

Wai$tted average raanbar of czamam
shares c % M M ;

.

| v

See Notas to Consolidated Financial Stataments. ,

5
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;- i
i

M M, IM!. |
| !

| h H h Stata nts of W j
'' (hesatitae :

,

|
9

|. MLas Mustas head !
_ . -_ g ,

1989 1988 !
ht i

'Not sales $ 723,160 372,854
Rarital itemum 69,877 69,838

.

Irvtarest irumana 46,154 41,131
i, Other iruzan 11.735 5.316 I

f'Dstal ruvenues 350.926 das.139
i

Costs ard expenses. , .

Cost of sales 331,607 149,183,

' selling, general ard administrative
!expanses

.

685,027 318,907|

Depreciation ard amortization 63/563 51,057 '

Irttarsst expones 20.537 12.402
:

|'nztal costs ard expenses 1.100.734 531.549

Mar $rst value writadown of common !

stock (40,000) ;
-

Etpity in not earnings (Icos) of
.

Pinnacle Petrolem, Ire. (171,863) (305,952) 1
Egaity in not earning (lass) of
Houston-Phoenix co., It.d. (29.067) (47.168) ;

Not earnings (loms) M M
o

Het earnings (loss) par comuman
sharm i f.451 f.44) >

.

Waid$tted average raaber of ctamrt
sharge outstanding M ,,,,336.121

t

b

See Notas to consolidated Financial Stataments.

6
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I
:

i

fa
i

M m, DC.
|

Osman11 dated statesses of ensk F1 sus f
(menettet) i

i
'

Three Muntha Baded
- . . _ _

1989 1988 :

!

Chsh f1cus frcan opentirut activities: !Met earnitups (Icos) $ (226,982) (121,906) tAdjustments to reconcile not ~

income to not cash prwided f,

by aparating activities.
;

Depreciation and i

amortization 24,763 16,618 f
Accretion of discount on

.

,

notes receivable (4,019) (6,047) ,.
?

Equity in net loss of '

Pinnacle Petroleum, Inc. 51,275 109,575
' Equity in not loss of

Haasten-Phoenix Co. , Ltd. 1(498 17,880 +

(Increase) decrease in
other anneta, not 354 '-

Increase (decrease) in
long-taru obligations (2) 12

(Increase) decrease in
accounts receivable (41,712) (47,356) i

(Increase) decrease in
'

inventories 8,575 (5,374)| *

'
(Increase) dactusse in
prepaid expenses arti other (81,078) (18,281)

Inzesse (decrease) in
|~ accounts payable (5,466) (62,749)

Increase (decrease) in ;

accrued expenses . f39,024) s.117
Net cash prwided by (used
in) operating activities t f312.172) f100,157)

!

|:
L
1

- o:ritinued - :

7

1
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l

!M IMRWIMM, Dc. I

an===Ha=*ma statammuts of omsk Flaus (num*4mmaa)
(heueitae

seen maths mens
- ^ ^ - so.

1989 itM

Chah f1OWs fram iFWesting activitiast
Daarease in ownership ,

+

of Pinnacle Petrolm a, Inc. $ (26) 110,016
(Increana) decrease in irwestment +

in ard advances to/fram
h Phoenix CD., 12d. 356,364 (23,041) |Principal remaipts of nota ;
remaivable 4,572 2,238 '

Additions to W W y, plant '

and equipment (17.702) (5.069) i
Net cash provide:1 by (used ,. ,

in) investing activities 343.20s 84.144 *

,

cash flows from financing activities:
Increase (decrease) in notas #

payable f 9.601) (1.046) i
Net cash provided by (used
in) financing activities (9.501) (1.046)

t

Not increase (decrease) in
cash and cash equivalents 21,535 (26,059) '

Cash and cash e W yalents at
: begiming of year 33.7s1 39.935
| M and cash equivalents at

,

'

and of year @ 13.a76

eqplanetal sche & ale of Monomah Zavesting and Pinnacing Activities:

|
|

|

|

see 13atas to c=nsolidated Financial stataments. .

8
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I
M m, Inc.

-u e, a n i
(headiteG I

:

Elas Meaths heat .f_ . - g,
inne inen I

iQash flaws tma cparating activities
|Met enmings (loss) $ (450,738) (435,530) '

Adjustamnts to reatmcile not i
1 summa to net cash prwidad i

by aparating activities:
Depreciaticm and
amortir.ation - 63,563 51,057
Accretion of h mt on

:notes receivable (12,340) (18,141) !

Market value writedcwn of I

ccamon stock 40,000 '-
,

Equity in not loss of ,

Pinnacle Petroleum, Inc. 171,863 305,952
Equity in not loss of
Houston-Phoenix Co. , Ltd. 291,067 47,168 '

(Increase) decrease in
other assets, not 1,061-

Increase (decrease) in -

long-tars obligations 5 47 ;

(Increase) decrease in
accounts reasivable (183,718) (83,794)

(Increase) decrease in !
inventories 7,098 (793) !

(Increase) decrease in
. ,

prepaid expenses and other (112,422) (28,100)
Increase (decrease) in
accounts payable (63,696) 31,796

Increase (decrease) in
accrued expenses , a 401 9.635

Net cash prwided by (used |in) cparating activities $ (542.917) (79.722)

:

,

- centimed -

9

_ . _ . . . - - - _ -_ - _ . _ _ _ _ _ _ _ __ _ ___
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M IMilumIN,Em.
,

i

Quesolidated Statammuta of ensk Flaus (Oumtianame
(heuAiteG

.

Mias Meaths h ead *

'- -- so.
19st itas {

cash flows frtus investing activities: s

Decrease in ownership
of Pinnacle Petrolm a, Inc. $ 220,148 110,016

(Increase) decrease in invastaant
in and advances to/fztun
Itzaston-moenix CD. , 12d. 301,013 (52,201)
Principal receipts of nota
receivable 9,271 6,579 I

Increase (decrease) in nota
receivable 78,900 -

Additions to property, plant ,
and equipnent (17,702) (5,069)

Increase in assets ard -

liabilities resulting frem -

consolidation of subsidiary: 8

Accounts receivable 128,017 -

Inventories 718 *-

Prepaid expenses ard other 33,026 -

Accounts payable (114,398) -

Accrued expenses (28,017) -

. Notas payable f64.578) -

l Het cash provided by (used
in) investing activities 546.398 59.325

Cash flows frtan finaneirg activities:
Increase (decrease) - in notas '

payable 37.576 (26.046)
Net cash provided by (used
in) financirg activities 37.576 (26.046) ,

Not increase (decrease) in
cash and cash equivalents 41,057 (46,443) i

Cash and enah equivalents at
beginning of year 13,418 60,319

Cash acquired through consolidation
of subsidiarf 841 -

cash and cash equivalents at
and of year M 13.B76 .

SLgiplemsstal Schedule of Noncash Investing and Pinnacing Activities:

Claring the nine :nonths ended September 30, 1989, t.% Ccapany paid
caerrant and accrued directors fees of $135,000 with shares of Pinnacle
Q:muson Stock owned by the ccupany.

see Notes to consolidated Financial stataments.

10
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M DExuntIns, Dc.

I' Metas to OsammLidstad Fiammaial Statements
t

| W m af aiquifiammt Ammmating yy$aniples
| 1

Fer a manuary of sigrtificant acuzzanting principles ese Notes to
Omsolidated Financial Stataments and Nota 1 thereof ocritained in the
Arrmal Report an Fern 10-K of tEt Irukastries, Inc. (the "Ctapany") |for the year ended Doomsher 31, 1984, We is liwgrated herein by-

i )reference.- 2e ccupany follows the assa acczunting policias during ,

intaria periods as it does for arrmal reporting purposes. |

!
De emianying czannolidatad financial statments are condanned; ,

and unauditad. In the opinian of management, the unaudited intari:n ifinancial stataments furnished reflect all adjustments of a nor al i

retsarring nature which are r-ry to a fair statament of the
results for the intaria periods presentad.

:

(2)' Houstan-Phoenix co. , Ltd.
,-,

, ,

L me cerpany accounts for its investment in Houston-Phoenix co., '

,

| Ltd.- (the " Partnership") , a Texas limited partnership, urder the 5

equity method of accounting. Use of the equitpf method, .htich is -

required by generally accepted acocunting principles, reflects a
change in the Cczpany's reporting entity during 1989. [11 ring prior -

years, the acocunts of the Partnersaip were included in the Q:mpany's
consolidated financial stataments. De financial statenants for the
year ended n==*=r 31, 1988 and applicable interim parieds have been
restated to reflect the charsped reporting entity. As the results of '

cperations of the Alee.ip have been included in the ocupany's
financial statements under the caption " Equity in not earnings (loss)
of Houston-Phoortix Co., Ltd.," there is no effect on the earnings or
loss of the ocupany as previously reportad.

Below is shown condensed inome statament information as to the
statement of aparaticns of the Partnership, as of Septanbar 30, 1989
based on the A L A eip's unst currtnt available financial
information.

.

N Statament of Operations *

Per Mine Months Ended September 30, 1989 )

(Unaudited)

'D:stal revenues S 444,210

Genersi ard act itustrative
expensen 245,635

Depreciation and amortization 101,338
Interest expense 152.732 f

Stal costs and expenses 499.705

Net earnings (loss) L g h &g1)
.

11 '

___.. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ___ __ _ . _ . . _ _ _ . _ . _ __ - . _ _ . _ . _



. . - . . _ . - . _ _ - . - - - - . - - - _ - --.- - .-

.

i

L j

L
UML Degrazas, DC. |

-(3)- n$meenle astrelam Inc.

anlat is shown omdensed innen statment information as to the
camelidstad statament of aparaticais of Pimacle petroleum, Inc.
("Pirmacle") as of Septaher 30, 1989 based on Pimacle's unst :

!ourrent available finarmial informaticri. Pinnacle is a p211e
| anspany meject to the reporting rapinments of the securities acts. |
|.

'

h censolidatas statammet of operations {
Per Mias Meaths W Septmeer 38, 1989 !

(Unsuditad) !
i

Reveruse $ 617,133 !

Costs and expenses 1.229.922 *

Earnings (loss) frta .

operations (612,789) ;

Equity in net earnings (loss) ,

of Golden oil Carpany (96,851) t

Minority intarost in net loss
of Regal Petztleum, Ltd. 14*.200 :

#

Net earnings (loss) M ;

(4) Multimetal Products osrnoratism ;

Romults of operations of the ompany for the *Juma and nine acnths
ended Septa ter 30, 1989 include reverums and empenses for mitiMetal !

Prishmts L r . tion ("MPc"), a W ally owned m&sidiary of UER
Metals, Inc. Pursuant to that omrtain 1985 Asset Purchase Agressant
(the "Agramment") as approved and ratified by campany stockholders at
a Meeting held during March 7, 1986, certain not assets of the i

omepany's metal fabrication line in Blomedang, Pemsylvania were
purttamed, subject to rescission under certain cur:11tions, kr/ the
purchasing corporation. 'the asset purtmase transaction was subject
to carxiitions = + 7= t , including the right of the purchasing ;

oorporation to rescind the transaction and to repay the pu m '

price in full in the event that the purchasing corporation was
iadvised that there was any P mi Winther the assets were gurtmased

" free and clear * of claims against tha. company or its sabsidiaries.
*W==itly, the purtmasing acaporation was advised that, in view of
the assertians against the W Ty in the ongoing envizurunantal
litigatica described :nore particularly in the Notas to censolidated
Financial Statenents included in the Anrual Report on Form lo-K at ,

footrete 10 arsi in Part !!, Itsen 1 hareof, clai.s *.ere being assertad-

that the not assets purchased were subject to clai=s against the
W Ty or its m2sidiaries. Accordingly, pursuant to the , Ara .t ,
the purt:nasing ocrporation notified the ccapany of its election to
rescind the t.wien effective at the beginning of the second
quartarly pericxt. Accortiingly, the ccupany's i'inancial stataments
for the three and nine months ended Septaber 30, 1989 include the
results of operations of MFC cn a fully consolidatad basis. '

12
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IkstJ. Menenament's nLamaanien and naalvais of Finamp$al onaditian and
nemalta af mentiaan

Flamanial Gandition

10 data the Campany has funded its internal cash needs frun
gerations: collectices of acomunta roomivable and other current assetst

1

anast sales; issuance of omaam stock; evi twA borrcwings fram tian to
3

tian. . Because of the very substantial legal fees and other costs ;

amanciated with its erwironmental litigaticm, the % 7/'s aarrant
14pdity respairements can not be met frtut current operaticris. The 4 iy
saast as11 assets to most its 11mmuiiata need for liquidity. !

,

At Septabar 30, 1989, the C:spany's working capital deficit was !,

$54,871 and the current ratio of curtant anests to current liabilities was
,

.92:1 as ccupared to a working capital deficit of $321,060 ard current |
ratio of .55:1 at Decenbar 31, 1988. 7b obtain necessary liquidity, the i

ocupany may sell assets, offer additional securities or incur additional
|.

indebtadness.

During the quarter erdad Septanbar 30, 1989, the Ccrpany converted
cartain advances which had been made to the Partnefship into partners
equity and transferred limitad partnar intarosts in the Partnership to
creditore in ordar to satisfy cartain outstanding amounts med. As a

L result, the C2mpany's ownership intarust in the Partnarship decreased balcw .

l 50 paroent and currently is acomuntad for under the equity method, which is
required by generally acongrt.ed accounti.up principles to reflect a change in
the C.w i.ny's reporting entity,

nasults of aparatione

Ckuparison of the Three Months Ridad Setenbar 30, 1989 and itM
*

Not sales frtan annufacturing totaled $256,699 for the three months
ended September 30, 1989 ccapared to $131,709 for the cc.. , ing period

~

;
in 1988, the increase of $124,990 is primarily attributable to
consolidation- of the results of operations of MR:. Rental incane of
$23,296 for the three immths ended Septemmer 30, 1989 was ccrisistant with
the w.. .- . ling period in 1988. Interest inocene totaled $15,562 for the
three acnths ended September 30, 1989 cazgared to $13,666 for the year
earlier period. Interest inamme reflects the accretion of the dh~=mt and

| interest attributable to notas recuivable frem cartain not asset sales.

Cost of sales fer the thras :nonths ended September 30, 1989 '.as
$130,638 ccupared to 548,142 fer the year earlier period. The increase of
$82,496 is die primarily to the consolidation of results of cparations of
MPC. Salling, general and administrative expenses for the three months
ended Septanbar 30, 1989 increased to $302,796 compared to S99,174 for the
w.. r . ling period in 1988 primarily as a result of increased legal fees
conoarning the envirtrinantal litigation as :nore fully described in Part II,
Itan 1 hereof, arud the consolidation of the results of cparations of MPC'.
Interest expense for the curTent period anded Septanbar 30, 1989 increased
to $6,172 ocupared to S3,156 for the year earlier period. The increase in
interest expense is attributad primarily to the increase in notas payable
fram ocneolidation of the rueults of aparations of MPC.

13
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The nepany's espity in the not Ices of Pinnacle Petrolam, Inc. ;

totaled $51,275 for the three months ended September 30, 1989 capared to j
$109,575 for the camparable year earlier period. Such amounts reflect the
capany's pro-reta share of Pimacle's consolidated not Ices of $234,091
for the three months ended September 30, 1989. The Campany's esplicy in the
net Ices of Mcaaston-Phoanax Co., lad. totaled $1,498 for the three acnths l
ended September 30, 1989 cesipared to S17,880 for the czeparable quartar in,

d; 1984. Such ascets reflect the Qupany's pro-reta share of the
lurtnership's not loss of $5,871 for the three ennths ended September 30,'

1989.

As a result of the foregoing, for the quartar ended September 30,
1989 the Ozpany reported a not Icas of $226,982 czzpared 'a a net loss of
$121,906 for the ocuparable quartar in 1988.

ccamarison of the Mine Monthe Inded Saotember 30, 1989 and itse

Net sales fztn nanufacturing totaled $723,160 for the nine months .

erded September. 30, 1989 ocmpared to $372,854 for the correspondi2g period )

in 1988. 7he increase of $350,306 is pri.marily attributable to increased
unit sales volume generated frm new and existing custcners ard

|consolidation of the risults of operations of MPC. ' Rental inocne of |

$69,877 for the nine months arded September 30, 1989 was consistant with
rental inotme of $69,838 for the oo. w-ding period in 1988. Intarost ;

income totaled $46,154 for the nine months ended September 30, 1989
ocupared to $41,131 for the year earlier period. Intatsst incxas reflects
the accretion of the hmt are interest attributable to notas receivable-

trtsa cartain not aseet sales. ,

,

Cost of sales for the nine months ended Septalbar 30, 1989 was
$331,607 ocupared to $149,183 for the year earlier period. The inczanse of '

$184,424. is due primarily to a s ..+.. ling increase in not sales and
consolidaticm of the results of operations of MFC. Selling, general ard

,

administrative expenses for the nine months ended Sapramher 30, 1989
in= ceased to $685,027 crepared to $318,907 for the co.. r 41ng period in
1988 primarily as a result of increased legal fees m nitz; the
environmental litigation as more fully described in Part II, Item i hereof,
and ocmselidation of the results of aparetiens of MPC. Intarost expanse 1

for the current paried ended e.ag* * * 30, 1989 incznamed to $20,537
ocupe. red to $12,402 for the year earlier period. The increase of $8,135 in
interest expense is attributed prienrily to the increase in notes payable
upon the consolidation of the results of operations of MFC.

The Ozpany's equity in the not loss of Pinnacle Petroleum, Inc. .

totaled $171,863 for the nine months anckd Septenbar 30, 1989 ocupa.:ed *4
$305,952 for the comparable year earlier period. Such amounts reflect the ,

Ctapany's pro-rata share of Pinnacle's ocneolidated not loss of $565,440
for the nine months ended September 30, 1989. 4te Ca pany's equity b the
not loss of Houston-Phoerux Co. , Ltd. *4taled 529,067 for the nine ucnths

,

ended Septamoer 30, 1989 oortpared *4 S47,168 for the corparable year
earlier period. Such aucunts reflect the capany's pro-rata share of the
Partnersttip's not loss of $55,495 for the nine months ended e=;*=har 30,
1989.

14
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As a seemit of the Seressing, 8er the nine aceths ended septauber 30, ' !
1999 the Omugary reported a net less of MSO,738 anspared to a not loss et

;M35,830 Sur the caugaralde period in 1988.
,

i
r

I
.

,

t

'

j

.

4

I t

I
,

..

!
!

;

'

,

I

e

.i

'1
I

I

.

,

l

,

,

1

U 'I

|
a

_ . _ - _ . - . - _ . _ . _ . . _ _ . . . _ _ _ _ . _ , . _ _ . . . , _ . , . _ _ _ . _ _ _ . . __ _ , . . . _ , , . . . ~. _ .



_. . _ _ _ _ . . _ _ _ _ _ ._ _ _ _ . _ _ _ _ _ . _ _ . _ _ _ _ _ _ - _ . _ . . . _ . _ . . . _ _ ~

I

|
t

Em 26,13C.
i

NAF 32. O M 239tageam !
,

' 33gj. Iaal Panamadians.
,

(a) On April 2,1981 an action taas crmW in the Sgerior C:airt
of New Jersey, Easex County, by T & E Industries, Irc. naming y
tElc, the omrporate W to Safety LiWit Omrporation (" SIC"), as a t

dateridant and alleging, intar alia, that petparty in Orange, New Jersey
:- awned by the plaintiff suffers from omtamination frts omrtain ruticactive ;

antarials allegedly depositad tharton by tMC daring prior years. We
litigaticrt arises frca operations omniactad by tam at the site during the

,

'
years 1917 to 1926. W7--E to the ocumurcument of this actico the ;.

crnplaint has amended to include the Ctzpany and omrtain of its isubsidiaries allayed to be enrporata =-rs to the former t:SRC. The -

plaintiff seeks to ocupal re:acital action as to alleged imprepar condition "

of the sita and damagns in unspecified amounts in ocupansation for injury ;to its preparty and business as well as punitive damages.
,,

turing hanserber 1982 plaintiffs amarded such complaint to irclude as
additiorni defendants GAT Corporaticn, Mitsubishi Chemical Industries, Inc. |
(" MCI") ard MCI's sutsidiary in New Jersey, USR Optonix, Irc. , which was '

alleged M be a corprate su::cessor to the former USRC. De additional
defendanta were claimed to be liable under the product line exception to *

the gnaral theory that a third party purchaser of assets is not liable as '

a successor. ne additional defendants answered denying liability a d *

demanded that the p wviously named defendants defend the action on their :
behalf and indemity them against costs and any potential liability in '

-. ai.icn therewith. In 1984 the additicmal defendants were ====ful on
a motien for mammary judynant against the plaintiffs and, accortiingly, the

1

claims of the additional defendants against the ccavany and its '

subsidiaries have tamn di=i==4
1

In early 1985 the Campany ptwvailed against a motion for summary
judgment by the plaintiff seeking judgment that the ctmpany is the i

successor to UERC.

In September 1985 five primary insurance carriers of the ccupany and
SIC assumed the defense of the ocupany, cartain of the ccupany's
subsidiaries and SIC, pursuant to a Datanne Agreement. mile the insurance ,

carriers are assisting in the defense of cartain actions their defense is
sede subject to an absoluta reservation of rights to deny liability on any
of the underlying claims.

On February 3,1986, this mattar was tried beform a jury in front of
the Honorable Stanley G. Bedferd. mis trial was only with rispect to the
liabi.'.ity, if any, of Str. Prior to trial, the court bifurcated the ccunt

I
asserting liability against the ctmpany and cartain of the cr=Ter;y's
subsidiaries and on Scventar 18, 1985 ordarsi that all claims against the <

| Ctepany wculd be severed and separately tried, if at all, in the event
plaintiff obtains a jG,ar. against SIC.

Curing trial the Court grantad a directed verdict in favor of SIC
d4=1=ing all of plaintiff's strict liability clains, all negligence based -

16
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claims relating to _ the oorukact of IBBC between 1917-1926, and all claims
hemed tgaan fraud, recklemannes and intentional oarukact. 'me only rummining
claims against SIC were an alleged ' negligent failure to warn seien the -

prustimes were sold in 1943 and a negligence theory Wtie allegedly placed
igum UERC a ocritirtaing duty to warn pcWdve purchasers up through the
time plaintiff purchased the r#y in 1974, thirty-one years later. 'me .
Ocurt also ruchaced plaintiff's damage claim frtan $2.8 million to under
$400,000.

On March 11, 1986, the jury returned a vertiict, finding that UERC was
; not negligent in 1943 when it failed to warn its innediate purt::hasar that

tho' prueence.'of ractioac ive tailings on the premises constitutad a
potential risk to health or p W/. The jury .did find that USRC was
negligent for not warning plaintiff before its pur= nase of the property
thirty-one-years later, in 1974, that the same potential risk to health or
property existad on the premises. Damages wers assessed against SIC in the
ancunt of $372,100.62.

,

.

On' April 25, 1986, Judge Bedford granted SLC's notion for juckpent in
its favor notwithstandinJ the jury's vertilet of March 11, 1986. 'Ihe Court
also denied plaintiff's application for indemnificattion by sir of all
cleanup costs = ====ma against plaintiff as a result of any future
government efforts to decontaminate the property. Final judgment was
thereafter antarid in favor of SIC, the Capany and cartain - of the
Campany's subsidiaries' on May 29, 1986 and awarded on June . 20, 1986,
di-4=ing all of plaintiff's claims in their entirety.

,

on July 9,1986, plaintiff filed a Notice of Appeal fra the June 20,
1986 judgment. On February 24, 1988 oral argument on plaintiff's appeal |
Was heard by the Appellata Division of the State of New Jersey. On August

|

| '11, 988 the Appellata Division reversed the lower court's decision, entered
L judgment in favor of plaintiff based on plaintiff's absoluta 1iability

claim and romanded the came to the trial court for a new trial on the issue
of damages. By order dated September 19, 1988 Safety Light's motion for
rmideration was denied .by the Appellate Division. A petition for
cartification to the Supreme Court of New Jersey has been filed arri remains
pending before that court. -

Since plaintiff's claims against the Ccupany and certain of the
%ry's-_ subsidiary capanies will crtly be litigated in the event
pla'.ntiff is ultimately successful in its appeal against sir, it is unclear
at - this time when, if at all, such claims will be tried. If a trial
against the Ceupany and certain of its subsiciiaries does occur there
rummins to be resolved t.he outstaniing issues of indaimification by Sir and
croseclaims between it and the Capany.

Claims also wari made by T & E Industries in an action brought in the
U.S. District Court for the District of New Jersey, allegedly pursuant to
the Caprehensive Envirenmental Response, cczpansation Liability Act of

' 1980 ("CDCIA") seeking a declaration that defendants are liable for all
costs of cleanup and decontamination, consistant with the National
. contingency Plan, of the sita primently known as 422 Alden Street, Orange,
New Jersey and seeking a jt.1,.. E for "respense costs ' alzmady incurred and
injunctive relief for enforcing such remedy. Deferziants made a motion to
di -i = and plaintiffs ' mede a cross-motion for partial sumary judgment
=against SIC. The motions were heard on February 10, 1988. 'Ihe Court,
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thstaapt Judge Wolin, found against the defendants' notion to disonias based !

et New; Jersey's " entire - L.Ey doctrine" and granted T & E's ,

application that SIC is liable smder cacIA for all necessaiy costs of |
response incurted by T & E 1Aicts are. consistant with the National
Omtingency Plan. 'Ihe Court, howver, limitad T & E's alleged damages and .

determined, intar alia, ' that T & E's claim for attorney's fees are not I

recoverable rumpanse costs undar "13 CIA. Defendants ars'considering filirg
a petitlan with the Federal District Cturt to have the issue involving the '

entire - c m doctrine certified to the 'Ihird Circuit. No sucts
petition has been filed to data.4

At this time, neithat counsel nor management can predict the outcome
of the litigation.

.

(b) On n==nhar 6, 1982 an action was ccanenced in the Superior
Court of New Jersey, . Essex County, by Laslie Zwain et al. naming as
defendants SLC, the ccmpany and certain of the Ccmpany's subsidiaries

'

alleged to be corporata sumanrs to the femar USRC and claimirg, inter '

alia, that because of alleged contamination of the site in orarge, New
Jersey, described in (a) above, the plaintiffs have suffered business

L interruption, - diminution of property values, - mental anguish and loss of
| consortium. . 'Ihe plaintiffs seek oczpansatory and punitive damages in i

anr;unts to be established at trial.

On August 5, 1985, the Court dismissad plaintiffs' personal injury
claims based upon plaintiffs' failure to instituta legal action within the
applicable statute of limitations period. On February 25, 1986 the
Appellate Court reversed this di =4==al and rumanded the mattar for further
m---Hings. Defendants' applicatico for leave to appeal this issue to the
New Jersey Suprums Cturt was =+==rpatly denied.

On Novenbar 30, 1987 the fortjeing action was settled.

As in the T & E Industries litigation, the same five primary
insurance carriers of the Ctapany u1d SIC have an==nad the defense of the
ocupany, certain of the ocupany's subsidiaries ard SIC, witn a exapleta
reservation of their rights to deny liability on the underlying claims.

(c) IMring 1984 and 1985 SIC, the ocupany and its two manufacturing
subsidiaries, UER Lightirg, Inc. and UER Metals, Inc., were named as
defendants in five actions ocumenced in Superior Court, Essex, County, New
Jersey. '!hese actions wozu brought cm behalf of certain residents in the
Townships of Mentclair, Glen Ridge and West Orange, New Jersey ard claim, -

inter alia, damages to lard and personal injury in amounts to be proved at
trial as well as punitive danages. Such alleged damages are claimed to
have been caused by actual or threataned exposure of the property and
persons of plaintiffs to levels of radon gas, a radioactive decay product
of uranium or radium bearing ores, at levels above background levels'

naturally occurrirg and in excess of pamissible levels established by the
government for memoars of the public. Plaintiffs allege that such radon
gas is a product of landfill obtained frtai the formar USRC site in Orarge,
New Jersey.

By notice of motion zwturnable on July 18, 1986, the Ctzpany, certain
of the Ccapany's subsidiaries ard SIC moved for sunnary judgment di=i==ing
plaintiffs' claims based upon the continued lack of a factual nexus between
their activities ard the presence of radon in plaintiffs'

18
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hemmes. '!he action was also based won the inapplicability of the legal
theories advanomd by plaintiffs to these matters. By ordar dated Atagust !
22, 1984, the Ctaart granted in part and denied in part the action for -

sammary judgment, ruling that there rumined factual issues g.Jcising the
_

dismi===1 of certain claims mich could not be resolved without a full
plenary hearing. - 1he Court di m ==ad all causes of action based upon
annufacture ' of a defective petzkact, breach of an express or inplia:t
warranty, battary and trespass. By the sama ordar, the Court also
consolidated these matters for dim and trial purposes.

.

By order dated January 16, 1987, the Court grantad the motion filed
by tha-Ccapany, certain of the Wiy's subsidiaries and SIC for severanca

,

'and separata trial of certain liability and damage issues. The Court
directed that these matters be tried in three separata phases: (1) a Phase
I trial relating solely to plaintiffs' clains that the allegedly
contaminated soil around plaintiffs' hcznes originated at the formar USRC
sita in Orange, New Jersey; (2) if plaintifts are unm===ful in the Phase I
trial, a second trial would follow encxmpassing all remaining liability'

-

issues; and (3) if plaintiffs are successful again in the Phase II trial, a
third trial would follow relating to plaintiffs' personal injury and
property damage claims. ,

On November 19 and 20, 1987 the defendants' m:rtion for partial
summary judgment regardirg the absence of contaminated soil originating
frtan the Orange sita of the formar USRC on plaintiffs' property was argued,

| before the Superior Court of New Jersey, Iaw Division, Essex County. By
letter epinion dated Jaruary 28, 1988, as suppleinnted by Judge Yanoff's
letter of February 4, 1988, the Court grantad-in-part and denied-in-part

; defendants' application. 'Iha court adjudicated as a fact that there is no
'' contaminated fill originating frcus the Orarge site en six of the prtparties

claiming to be contaminated and directed a hearing, with further expert
tastimony, regartiing the alleged presence of contaminated sub-surface
antarial on 14 r w ties as well as 30 roamining preparties where certain. '

here hole sampling results were relied upon. On March 18, 1988,. the Court
denied plaintiffs'' request for a rehearing en deferrlants' notion, as well
as plaintiffs' request for leave to perform additional. bore hole sanpling
and analysis to opposa defendants' application. ' mat hearing has been
scheduled for April 10 and 11, 1988.

Based upon the czarrant stata of the law and the absence of evidence
indicating that the activitie., of the Omnpany or its subsidiaries are in
any way related to the alleged presence of radon in ard around plaintiffs'
hcznas, there exist n narous defenses going to the :narits in these actions.

~

As in the T & E Industries and :: wain mattars, the same five pri_ary
insurance carriers of the C:znpany and SI.C have ass:nad the defense of the
coupany, certain of the nwpany's subsidiaries and SIC, with a cxmplete
reservation of rights.

L At this time neither counsel nor management can predict the outcczne
of the litigation.

(d) On May 15,1986, an acticn was otzenanced in the Superior Court
I of New Jersey, Essex County, by the Estata of Alexandar F. Masson, et al.

nanang as defendants SIC, the Ccapany ard its two former manufacturing

!
'-
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=*=Wa%, M Lh$ sting,. Inc. - and M Metals, Inc. 1his action is |
kumagst on behalf of the estate of a deceased resident of the 1tadnahip of

| Montclair and the deceased plaintiff's trother We allege that the
defendants are responsible for the presence of raden gas Wtim was
discovered in and around the deceased plaintiff's ham. As Vith the
acticms identified in (c) above, plaintiffs allege that sum redan gas is a:

(. prochact of landfill obtained frtan the formar UERC sita in orange, New
| Jeresy. Plaintiffs allege that the radcm gas was the ocritnbuting and/or
! sole cause of the deceased plaintiff .w.cting lurug cancar. Plaintiffs

have also named four tobacco companies allegitup that cigarettas
unranfactured by those defendants'ard esoked by the h==4 plaintiff were
also the cxmtributirg and/or sole cause of the ria<== ==4 plaintiff
w .w.cr.ing cancer. . This case has been ennaolidatad for discovery art
trial purposes with the case identified in (c) above. '

Based upon the current state of the law and the absence of evidarce.
indicating that the activities of the cenpany or its subsidiaries are in

, any way related to the alleged presence of radon in and around plaintiffs' i

|: hcues, there exists nunezuis defenses goirq to the perits of this action.
|-

As in the matters identified in (a), (b) ard (c) pe, the same five
L primary insurance carriers of the Capany and Sic have m'm=4 the defense

of the 0:mpany, certain of the Ctmpany's subsidiaries and SIC, with a
otspleta reservation of rights.

At this time neither counsel nor management can predict the cuerr==
of the litigation.

(e) U.S. Environmental Protaction Amency Proceedims

*

The U.S. Envitu. Lal Protection Agency (" EPA") has included the
orange, New Jersey sita and the Montclair, Glen Ridge and West orange sitas
cm the national priorities list of the ocaprehensive Envisu. d.tal Response
Campensatist Liability Act of 1980, 4/USC9601 et seq. and has notified the
Ompany that it may be a potentially respcmsible party under that Act. The
ocupany has providad requestad information to the EPA. In view of the
decisica of Judge Wolin of the U.S. ' Federal District court declaring SIC a
liable party under CERCI.A for the remediatica and cleanup for the orange
' site the defendants are contacting the EPA to, inquire Wwthat the
defendants' participation in the remediation study of the orarge site
being ocmducted by -the EPA is a feasible alternative. 'Ib further
facilitata these discussions, defendants have agreed to aract a security
fence around the sita. An Administrative Consent ordar allcwing for same
is currently being negotiated with the EPA.

The same five primary insurance carriers of the Capany and SIC have
====='4 the bulk and possibly all of the costs associated with construction
of the aforesaid security fence, depending upon the ultimata cxasts
incarred.

(f) Proceedinas Aaainst Cartain Insurers

- During 1984 the Ccmpany notified its insurance carriers as to the
p- 6. y of cartain of the abcue dancribed actions and requestad that such
carriers defend ard indannify the ccupany as a named insurtd under various
primary insurance policies as well as a-= ccuerage or untrolla policies.

.
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All mach carriers answered denying liability and denying any obligation to
J)defend the ' Omipany against the claism ammertad. 'maregon on August

0 20,1984 the Chagiony acomerued an actim in Sgariar Ctaart of New Jersey,
Bassu Caunty, needng as defendants all of the Ctapany primary and emness

-

o coverage insurers and eseking judicial determination as to sucts carriers'
; duty to defend and to indemnify the Ctepany and its subsidiaries and' I
! masking rainbursement of costs expended by the qty- for its defense,
r ammmption of sucrt defense on an cmgoing basis, damages for wrtngful

declination to defend and punitive damages and cumansel fees for willful !

failure ~ to deferd and indemity the Qupany in eacts of the foregoing
actions.

IJ In September 1985, five primary insurance carriers of the Ceepany ard
| SIC assumed the defense of the Capany and _ oertain of its subsidiaries

alleged to be -===ers in cartain of the underlying actions described
above, while reserving their right to disclaim liability. As a result of .

that Ag a t, this action had, until recently, been stayed except with
|_ respect to applications by plaintiffs to requirs other primary insurance i

carriers not party to the Defense Apa nt to provide for a defense
| indemnification of the ccrpany, certain of the Conpany's subsidiaries and

St.c. By case management order dated March 21, 1989, the case has been re -
activatad to the extant that discovery will be taken concerning the
existance, placement, negotiation and tarss of insurance contracts

L potentially applicable to the underlying matters referred to in the Amended
, _Ctaplaint. Further discxuery will be di===ad at the next case managenant
| conference schechaled on a * W 27, 1989.e

14 tile there can of course be no assurance as to the autocme of this '

action .the capany has been advised that it has maritoricus claims to
support its actions for defense and indemification.

Because of the uncertainties a==related with the litigation described
in (a) through (e) above, the liability of the Cm y ard its subsidiaries
alleged to be corporata -===rws to the formar UERC cannot reasonably be
estimated at this time, nor can an estiasta of any ultimata liability or
any insuranos r M be made with any degree of certainty. Tharufort, no
mach liability has been recorded in the financial stataments.

(g) R1anchard I.itiaatica

(i) Pbliowing several years of disputas ard litigation involving ana
William. C. Blan eard, a principal in an entity styled as Blanchard
Secaarities Cb. and the owner of 100 shares of Commen Stock of the Capany
(together herein "Blanceard"), en May 22, 1986 the Ccupany filed a lawsuit
in -New Jersey Suparior Court, Iaw Division, nauting Blanchard as a
deferdant. The ac ion scugnt judicial declaration as to the status' of a
. lease covering a small offica pr=mi=== in Morristown, New Jersey owned by-

Blanchard and subject to a long tara lease encared into by Blanmard in
1955 ' (the "1955 Imase") .

The 1955 laase was one of several long term " credit leases" entered
by Blanchard in order to utilize the credit of lorg term tanants to obtain

M an financing for itself. As such the 1955 Imase provides for an
irLitial term of 20 years through 1975 with four optional renewals of ten
years eacts through 2015. After repeated demards by the Ccupany's counsel,
daring 1980 Blanmard consented in writirg to the sublease of the subject
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prunises ! and, after further demands, during 1982 Blanctiard consentad to
assignment of the 1955 Lamaa to LiWiting.

In acreacticri with the sale of the business and not- assets of
( Lipsting effective February 13, 1985 it a s anticipated that the 1955 Imase

would be assigned to the Purttiasing Cw . tion. However, when Blandard's
consent to that assigreene as requestad, Blanctiard elmi==d the 1955 Imase '

had been violated by an " unauthorized assigruent" allegedly cumpleted !

; without Blanchard's approval and advised that Blanctnard canaidared the 1955
' Imaae "taminated" and that Blan&ard armsidered itaalf entitled to reentar

and ammme control over the pr=mi , ;

In answerirg the litigation filed against it in Superier Court, ,

Blanctsard denied the Cmpany's clains and interposed countarclai.s- ,

alleging, intar alia,_ that an unauthorized assigreent of the 1955 Laase had
occurred and that sud assignment was fraudulent, in violation of
Blandard's. rights as a shareholder of the ocupany,- in violation of
fiduciary duties, securities laws, the Racketeer Influenced and corrupt t

organization Act and other related claims. 'Ihe Ccrpany denied Blanchard's,

claims and thereupon filed a motion for sumary judgman,t against Blanchard
'

on one count. ,

On Documber 19, 1986 the Superior Court granted the Ctzpany's notion
for sumary judgment. In granting suranary relief to the Canpany the Court
held that the 1955 Imase had not been assigned as a mattar of law, and
remained in effect.

Blanchard tock an appeal frum the Superior Court decision. During-
late 1987 the Appellata Division affirmed the action of the Superior Cburt
in granting summary. judgment in favor of the C , iy. 'Ihm opinion of the
Appallata Division was unanimous.

Blancinard then petitioned the Styrene Court of the State of New
- Jersey seeking review by the Supreme Court of the unanimous Appellata
Division ruling against Blanctiard. By order dated March 10, 1988 the
Supreme Court denied Blanchard's-petition.

~

(ii) In a separata action begun by Blanchard in U.S.' District Court
for the District of New Jersey, Blanchard repeated the r1mina assertad in
the Superior Court action dinah above, alleging fraud, breacts of
fid ei= 7 duties, violations of the Rackstaar Influersed and corrupt
organization Act, securities fraud and related claims, and named as

- deferdants the Ccupany Lighting, the Purchasing Corporation and certain
directers of the Ctapany. The c wany'and other defendants in this action
have moved to di==i== Blancrard's claims but the action has been stayed
pending the autocus of the litigation begun in New Jersey Superior Court.

The Caipany believes that the Federal Court will give preclusive-
effect to the Stata ccurt jt.1,. xs and that the likelihood of any matarial
recovery against the defendants is reacts.

(h) U.S. Nuclear Recrulatory Ocamtimaion Proceeding. During the
first quartar of 1989 the Qupany received frtaa the U.S. Nuclear Regulatory
N iemian ("NRC") an order dated Martti 16, 1989 modifying certain
operating licanoes of SIC and demanding information respecting the
B1-wg, Pennsylvania sita of SIC. 'Ihm order, which alleges that the
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company is -liable as a "corpasste sunommeer" of . SW, agaires certain
activities includirug the preparatian and implementation of a plan for site i

ctarastariantion and decantamination of the Rionumbnag facility, and anhas !

demand Sur certain internation.
|
;'

netile at this initial stage it is too early to predict the ultimata |
cutaman of this unttar or Wisther the campany has any liability, annagement
intends to cooperate with the IGC to assist in prariding infocustian. ;

(i) isas nafamme maremmagt. 1he campany is party to a Datense
Agresumnt eenacmaad.in 1985 with certain primary insurers under Wticts suctt
insurers are providing cartain defensa omsta on behalf of thai.r insureds.
All of the insurance etapanies are participating .in the 1985 Defense
Agreement under "remarvaticri of right" .to disclaim the Agreement, deny
coverage cm the: underlying claims and attaupt to recover their r&dve
costs to data. Roomntly the %Ty has been advised that cartain primary
insurance mwdes under the 1985 Defense Agreement intend to withdraw -
frun the Agreement and will rufuse to assist the Q:spany in its defense .

unless cenpelled to do so by judicial decision. '

f <
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(a) Exhibits.

None.

(b) Reports on Forn 8-K.

None.

!

i
1-

|\

1

-

|

| 23
i

!

b
.

.



._ . . _ . . _ . _ _ . _ . . _ . . _ . _ . . _ . _ __ . _ _ . _ . _ . . _ _ _ _ . _ _ . . . _ . _ _ _ _

:

.

M
'

,

.

~ ~

RECWuert to the ' regairements of the SGGurities Dschange Act of
1934, the Registrant has My caused this report to be signed on its behalf
by the widersiped theramto My authorised.

.

tJER DONDtIIS, INC.

*

Data: W 17. 1989
Stephen C. Mi.ller
Principal Accountirq Officer
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ATTACHMENT 3-

-To date, the_following insurance carriers have been-notified of :
the NRC action:

L' Insurance Carrier Policy Number

AETNA-Life Insurance Company of. America 023543 i

New Jersey. Property-Liability Insurance
Guaranty Association GL191092s

" GL702941
GL710491

Fireman's Fund' Insurance Company XL-34970
XLX130-17-09
MXF 4176777

First State Insurance Company .950504
,

Hartford Insurance Group OLT104390
61-C-HC5707

,

Lexington Insurance Company 500-0857

Puritan Insurance Company GA-64-46-15
GA-64-46-71

Royal Indemnity Company REB-102401 |

St. Paul Fire and Marine Insurance
Company. 590LB3937

529UN8835
,

| Southern American Insurance Company SU-017502
|-

L Travelers' Companies 650-451F075-06-TIA
CUP-451-F086-1

Chubb & Sons, Inc. GLL64636
McL15842,

L McL5387233 1

5391036
'

MCL5393365
McL5402142
C5406274
C5412021
MCLE112652
MCL5425275
GLPL5422239
GLP5438703

|
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* ATTACHMENT B

Pace Two-

[
' FXL778010-74

"

MCL5440898

: California. Union Insurance Company. ZCU000705
;

commercial Union-Insurance Company. 0-281397
0-268733 1

,

0-268741- ,

0-269978

Insurance Company of North America 9LG31537
9LB16637:
9LB19633-

'

'

9LG409701
9LG441191
9LG446665'
9LG462857
9LG479794 ..

"

9LB927116
9LG497127>

9LG509606-
9LB31133 .

-9LG527124
9LG540758
9LB32808
9LG556352
LG567272
9LB34391 '

LB34896
| -LB621647'

L LB38743
ALB43959
ALB4-43-63
GLP40-65-60

'

GLP64-12-39 ~

GLP70-83-03
|

.

Integrity' Insurance Company ISX-109-961
1'

.

National Union Five Insurance Company 1225286
9872461|-

(End of Attachment B)
i
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, UNITED. STATES.0F AMERICA
NUCLEAR REGULATORY. COMMISSION

BEFORE THE ATOMIC SAFETY AND LICENSING APPEAL BOARD
i

,

^

)'
In the Matter,of: }|

)
Safety Light Corporation )
United ~ States' Radium Corporation ) Docket Nos. .030-05980
USR Industries, Inc. ) 030-05982
USR Lighting ;.I.nc. ) 030-05981-,

USR Chemical, Inc. ) 030-08335
USR Metals,~Inc.

~

) 030-08444 <

'

U . S .1 Natural Resources, Inc. )
- Lime-Ridge-Industries, Inc. ) +

Metreal,.Inc. )
)

'(Bloomsburg: Site' Decontamination) ) (ASLBP'No. 89-590-01-0M)
)
)

.

CERTIFICATE OF SERVICE

I:hereby certify.that copies of the foregoing letter have
~

been served on the following'by hand or. by. deposit.in the United
,

States: mail,.first class, this 29th day of March, 1990:

Christine N.- Kohl.
~

' Administrative Law Judge
Atomic Safety'and Licensing

Appeal Board' +

- U.S. Nuclear Regulatory Commission
- Washington,.D.C. 20555
. (Hand Delivered)

Alan: S. Rosenthal
Administrative Law Judge
Atomic Safety'and Licensing

~~ Appeal Board
U'.S. Nuclear Regulatory Commission '

Washington, D.C. 20555
' (Hand Delivered)



.xr 7-
.

s *
k

.; 1 I

Dr. WJ Reed Johnson' ,
'

LAdministrative. Law Judge
> Atomic Safety:and Li' censing Board^
U.S. Nuclear Regulatory Commission

.

'

Washington, D.C. 20555:

and-

O 'll5fFalcon Drive,LColthurst ,

Charlottesville, Virginia 22901
.

Marshall A.: Miller
Administrative Judge,

,

1920 South Creek Boulevard
Spruce Creek-Fly-In
'Daytona Beach,; Florida 32124'

p

L Dr. Oscar H. Paris
Administrative Judge- '

Atomic * Safety and Licensing Board
U.S. Nuclear: Regulatory Commission -

.

Washington,_ D.C.- 20555 ;

(Hand Delivered) !-

Frederick J.JShon, Esq.
' Administrative-Judge

; . Atomic Safety and Licensing Board
U.S.ENuclear. Regulatory Commission
Washington,-D.C. 20555
(Hand Delivered)

|

James'H. Carpenter
.

Administrative Judge
Atomic Safety.and' Licensing Board

.U.S.LNuclear Regulatory Commissiong
! ; Washington,.-D.C.. 20555

Robert-M. WeIsman,.Esq.
L

.

-Counsel.
U.S. Nuclear Regulatory Commission
511555 Rockville Pike
Rockville,. Maryland 20852

i-(Hand Delivered)

Atomic Safety'and Licensing _. Board
Panel (1)J

"i' U.S. Nuclear Regulatory Commission
Washington, D C. 20555.
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Atomic Safety: and Licensing Appeal
Board Panel (6)- '

U.S.. Nuclear Regulatory Commission, 1

Washington,fD;C. 20555-'

- Adjudicatory File (2)
Atomic-Safety and Licensing Board'

Panel
U.S.. Nuclear Regulatory Commission
Washington, D.C.- 20555'

Docketing _and Service Section (3)
' Office.ofLthe Secretary
U.S. Nuclear Regulatory Commission
Washington,,D.C.. 20555

Mr. William T.-Russell-
Regional Administrator

-

U.S. Nuclear-Regulatory Commission
475-Allendale Road
King of' Prussia, PA 19406

/ i

Y |0/ ()< 0(! au
Gerald Charnoff I
Howard-K. Shapar
Christine M. Nicolaides

' Nt118CMN5440.90'

'
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