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For the year

Sales $10,168
Income before cumulative effect of change in accounting principle 649
Cumulative effect of change in accounting principle for the investment tax credit -
Net income 649
Income per share before cumulative effect of change in accounting principle

Net income per share

Dividends

Dividends per share

Capiial expenditures

At year-end

Total assets $10,616 $10,423 $ 9,659
UCC stockhoiders’ equity 5,159 5,263 4,776
UCC stockholders’ equity per share 73.54 76.74 70.90
Shares outstanding (thousands) 70,153 68,582 67,367
Number of stockholders 138,098 149,890 163,741
Number of employees 103,229 110,255 116,105

United States &
Puerto Rico

Gases & Related
Products -
Europe

Far East
Metals & Carbons

Latin America

Canada
Africa 8 Middie East




“Everything we
achieved rested
ultimately on the
ability of Carbide
people....They
deserve great
praise.”

“We ended the year
primed to convert
higher operating
rates into higher
earnings.”

Alec Flamm
President



Letter to
Stockholders

ur results for 1982 were as follows: Worldwide sales were $9.06 biliion,
down 11 percent from the prior year. Income for the year declined 52 per-
cent to $31C miilion. And earnings per share were $4.47, compared with
$9.56 in 1981.

The recession exacted a high price in terms of our sales and earnings, placing
us in the same boat as many of our customers, suppliers and competiiors, whose per-
formance also suffered. But the strong economic medicine brought important benefits:
Necessary and overdue reductions were made in dangerously high inflation and in-
terest rates, two of the most serious threats to the economy’s long-term health.

Improved Productivity and Control of Overhead

At Union Carbide, we made a concerted effort to have the recession work to our ad-
vantage, and we closed out 1982 as a leaner and more effective organization, in a
strong financial position.

To give credit where it's due, everything we achieved rested ultimately on the
ability of Carbide people the world over to get the job dene i irying times. They did,
and they deserve great praise, not only for a job well done, but also for the enviable
safety record compiled while doing it. Carbide’s injury rate was among the iowest in our
industry group, which itself has the lowest rate of all major U.S. industries.

As our sales began to fall below plan, and below 1981 levels for many products,
we redoubled efforts to improve productivity and conserve cash. Planned construction
spending was sharply curtailed. We also shut down or block-operated many facilities,
reduced employment, cut inventories and raw materials commitments, and kept tight
control of overhead and receivables.

However, difficult times did not diminish the Corporation’s total commitment to equal
employment opportunity at all levels. Women and minorities are already well represented
in professional, managerial, and operating jobs throughout Union Carbide, and our aim
now is to increase female and minority representation at higher ievels of responsibility.

Union Carbide ended the year with a good balance sheet, with short-term debt
at acceptable levels, and with its businesses primed to convert higher operating rates
into higher earnings.

If the economy recovers, Union Carbide will do better in 1983. Toward that end,
we have been urging a better balance of fiscal and monetary policies from Washington,
a balance which must be achieved and sustained to pave the way for a meaningful

recovery. The sacrifices of 1982, made in the interest of long-term economic health,
should not be wasted.

Management Retirements and Promotions

The year just ended also marked the retirement of four corporate officers: William S.
Gray, Jr., Richard J. Hughes, Fred C. Kroft, Jr., and Stephen E. Nightingale. All made
major contributions during long years of service.

We were pleased to announce the election of Rolf H. Towe as vice president
and treasurer. 'n addition, Louis G. Peloubet was promoted to vice president and
controller, John H. Field was promoted to executive vice president, and J. Clayton
Stephenson, who is an executive vice president, was named chief financial officer.

Finally, and perhaps most important, we can report that Union Carbide will
emerge from the recession well positioned for the decade of the 80s. We are proud of
that achievement and think it is a good time to tell the story behind it, which appears
on the following pages. We think stockholders will find it well worth reading.

Warren M. Anderson Alec Flamm
Chairran of the Board President



Union Carbide
and the
New Economy:
Responding to
Change

Rewards will go to
companies that
know how to

cre: e growth
opportunities of
their owr..

or Union Carbide, 1982 was a year of coping with the recession, while pre-

paring to get back on the earnings track the company was following before

the slump. And at year-end the evidence was clear that we are indeed "lever-
aged for the upturn,” in the parlance of Wall Steet, and operating more effectively
than at any time in recent history

The result is a shared achievement in the fullest sense, as Carbiders the world
over redoubled efforts to conserve money and resources, to find more efficient ways to
get the job done, and to implement plans and programs designed to keep the company
financially strong in a difficult year

Yet to stop with the achievements of 1982 would tell only part of the story. For
much has been done to sustain the company’s competitive leadership, and enlarge its
opportunities for nrofitable growth, right through the end of the decade

With a chance that the worst of the recession is behind us, it seems a good time
for a progress report and review of our efforts

But first, what will the decade be like?

A New Set of Rules
One thing already clear, as a futurist has neatly put it, is that yesterday is over For
many large companies, that means, for example, that the steady volume growth they
witnessed during much of the 60s is probably history. And it means that high double-
digit inflation probably won't be around to make earnings look good, while the quality of
those earnings —the rate of return—is eroded by higher costs, as it was for many cor-
porations in the late 70s

In other words, in the slow growth era many are forecasting, weak competitors
will have no place to hide. The rich rewards of the 80s will go to the cost-efficient pro-
ducers with the best technology, and to companies that know how to create growth
opportunities of their own
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t proved too high a price to pay for simply getting bigger, and priorities at Union Car
bide were shifted, from market share for its own sake, to a balance that combinec
strong market position with a drive to improve the quality of returns

In practical terms, that meant redirecting a portion of the investment that might
have gone for new capacity into projects and technologies that have made Union

arbide the low

v-cos! producer virtually across the board in its U.S.-based high-volume

businesses

And it meant a new and searching analysis of the Corporation’'s business por
slimming it so that eventually it will include only those businesses that support

e s twin goals of better earnings quality and continued growth

The result of that analysis was the first tangible expression of a new corporate
gy. leading to the sale over four years of more than a billion dollars of low-yielding

The proceeds, in turn, provided much of the wherewithal for the drive to im-

ost efficiency and otherwise strengthen operations in the rest
The move was sound enough under the circumstances, but as the recession
Old anc deepened—and competitors rushed to follcw suit —it began to look pro-
For it left the Cerporation with a portfolio better balanced for the decade’'s com-
> tests, combining the earnings and cash flow of very large —and now very

isinesses with the flexibility provided by smaller businesses to range across
ew and promising growth opportunities

iversified lineup. Union Carbide is the world's leading polyolefins pro-
ducer, the nations largest producer of industrial gases, the world's leading producer of
y-cell batteries, and the world's largest producer of graphite electrodes for steel-
making. The Corporation’s portfolio also includes a rapidly developing agricultural
products business, the world's largest selling brand of antifreez 2, and such specialty
Isinesses as electronic products, food processing and packaging materials, molecular
sieves, coatings services, specialty chemicals, and specialty polymers and composites
in the large businesses serving markets whose growth is slowing --autos and
steel, for example —maintaining a leading market position will no longer take the heavy
-apital investment of the past. Instead, funding at reduced levels can go mainly to sus-
tain the low-cost leadership of those businesses
And just as higher costs and heavy investment eroded their returns in the past
reducing costs and slowing the rate of investment is precisely the way to improve them
Carbide’s aim is to have those slower-growing businesses generate cash and earnings
to fuel the expansion of an array of businesses whose greatest growth is still ahead
thereby helping to maintain liquidity as well

b

Elements of Strategy: Low-Cost Producer

Although the true measure of a strategy cannot be taken with the economy at a virtual
standstill, much has already been accomplished. Of great importance are the major
strides Union Carbide has made in advancing and improving its low-cost position
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Technology is both
creating new
products and
extending our
basic businesses.

The ind 1l gases busine f Carbide’s Linde Division offers good examples
Tt Jh tect cal advances, Linde is extracting growth even from the relatively
N ] Justry The div SIon has invented a unique combustion system ex-

pected to open sizeable new oxygen markets in steel mills. It has developed additioral
processes which use argon Iin steeimaking, ang has a major position in the growing
market tor nitrogen In n“dt .r‘f‘k‘.' no

u

.inde’s technology has opened new uses of industrial gases in faster growing

markets as well. For example and gas recovery are enhanced by the injection of
gen into producing fields, and by the use of high pressure nitrogen to fracture
producing formations. Although declining oil prices have slowed the growth of these
ations, Carbide still foresees attractive prospects in the oil field through its joint
ntures with Halliburton and Ingersoll Rand
Linde also sees growth opportunities in electronics, where higher-purity and
specialty gases are in demand; and in the chemical industry, where nitrogen and
xygen applications continue to grow in size and number
With tect the key to these and other applications, the Linde R&D budget

ied to increase night through the recession

Elements of Strategy: The Niche to Grow

It 1s Union Carbide’s goal to have its business extensions make an important contribu-
n to financial performance in the 80s. The strategy for pursuing them is highly selec-

tive, but the basic mandate is simple and direct: Go where the action is. That may be

toward an industry with good growth potential, or toward a niche or industry segment

1g faster than the market as a whoie
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With a vanguard of
skilled and talented
people, we are
ready for ithe 80s.

The Essential Carbide
Union Carbide is therefore relying on several strategies for continued leadership and
mproved performance in the 80s

In its high-volume businesses, the goal 1s to improve 2arnings quality in a slow-
growth era by emphasizing cost efficiency and market position over expansion for its
W SdKe

A second strategy employs technology to create profitable new extensions of its
basic businesses. directing marketing efforts toward the higher growth sectors of the
economy, and the high-growth segments of those industries that are more mature

With these complementary strategies in place, Carbide restructured its opera-
tions in 1982 to reflect the sharply defined roles of its various businesses and the need
10 manage them accoraingly

By grouping high-volume petrochemicals operations together, managers can
focus on cost efficiency and aggressive marketing to maintain worldwide market
leadership. And in the high-technology end of the chemical business, where value is
added by superior product performance and technical service, managers will have all
the R&D support and entrepreneurial freedom they need to pursue growth wherever
they find it. Two new labs opened in 1982 are the latest expression of that comimitment.

Finally, we are convinced that changes underway in the nation’s industrial sector
will provide many new avenues for profitable growth

Under the goad of the steep energy price increases of the 70s, and the
emergence of tough new competitors in world markets, U.S. industry, led by the
automakers, I1s downsizing to meet the tests of a new era. Companies are striving to do
more with less, to conserve resources, to improve productivity and efficiency, and to
employ new cost-efficient materials to build better products

Union Carbide has been a strong underpinning of industry for decades. With a
vanguard of skilled and talented people. and the ability to create the materials for a
new era of competition, it is set for an even more critical role in the 80s

Vhen you get down to it,” says a Carbide manager, “our real business is to use

our skills, our technologies, and our products to make industry more competitive. And
considering the tests that lie ahead, | can't think of a more important business to be in.”




Gases & Related
Products

Metals & Carbons

Batteries/Home &
Automotive Products

Specialty Products




Polyolefins
Ethylene oxide/glycol

Solvents/coatings materials

Specialty chemicals

Industrial gases

Engineering products

Graphite electrodes

Carbon fibers
Carbon specialties

Metals

Battery products

Super Heavy Duty lir

vu

Plastic wrap and bags
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Amiben chloramben

Food processing and A new | moke - . {1 arts color an ) meat products pro
packaging materials cesse » Shirmatic sy Specialty films capacity was added at Centerville

lowa. and

Electronics Washougal, Washington, and construc

it Moses Lake, Washingtor




Segment Review

ur domest pe
4 the persistent r

juarter of 1981 and

In 1982 for the fir

rOV r T 17
sales agechineg ¢ 3 he 3 ade
11

\"."” v u

Sales in 1981 had r iS a

average seling price )ar 1l ¢ he eft

resutl |

£ =

voiume
Qperating pr

from 1981 as a
operating rates
Operating profit hac

jecreased :

Export sales to « omers, wrt

n 1982 f

United States & Puerto Rico

iower average seiing

hne retlected

nces

)

‘L]"r"

meoct
1eSii

1981

dards No. 52. (See discussion on

;‘J\]'-; ‘*u ) If 1\;,)._.

page 21 and Note 2 on

were adjusied to a comparable basis (State
NO. 52), 1982 international operating profit wouid have

been lower than that of last year by about 20"

operating profit had decreased 23

sults in all geographic segments

ment N

internationa

in 1981 reflecting lower
especialiy Canada

International Operations

Foliowing 1s a review of Union Carbide's operations Dy
worldwide industry segment and by geographic segment
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Chemicals & Piastics

n 1982 segment sales declined 13% from 1981 as indus-
"' al chemicals in the United States and the polyethylene
busin Do-
lower while interna

ess worldwide fell victim to persistent recession
1estic sales for the segment were 15¢
1al sales were off 9¢
Volume in the United States declined 13 and prices for
most products weakened during the year in reaction to flag-
ging demand. Cverall average selling prices were down 2%
in 1982. In 1981, worldwide sales had increased 4°
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Operating profit declined by 72% from 1981 due to the
weak woridwide market conditions and low operating rates
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Polyethylene sales volume approached :
1982. Sales of Unipol process linear low-density
creased markedly as the resins continued to displace

pressure low-gensity proaucts in virtuaily all major

3 - rik e A ~ o N e 1 “
polyethylene markets. Advances in Unipo/ fabricatior

technology resulted in the introduction of new high
performance film and molding products. Major break
throughs in our low-pressure, gas-phase Unipol process
f('(\h"v:Jli\(;", were announced. Five more licensee Unipol proj-
ects were put in commercial operation during the year

In our oxide/glycol business, catalyst leasing activities
showed an appreciable increase. And

INgs maternais business, several new latexes and ter

N our solvents/coat

polymers received increasing acceptance in their respective
markets. But in general, 1982 was a year of consolidation
ana conservation in the chemicals a Sales of ethylene
oxide and glycol were adversely affected by depressed sales
automotive and natural gas

industries. Sales volume of ethylene tives de-

n the polyester tabrics

clined, and price competition was se solvents and
coatings, all production units operated well below full
capacity

In specialty chemicals, lower sales were only part

by selected price increases and cost control programs. But
despite the economic pressures, emphasis on new product

research, gevelopment and marketing was maintained

Far left: The Eveready

Super Heavy Duty battery has
joined the Energizer alkaline and
our improved general purpose
line, strengthening our strategy
of offering consumers quality
products at each price level

Left: Worla-scale facilities at
South Charleston, West Virginia
will support our silicones fluids
business. Start-up of the addition
is scheduled for mid-1983

Right: Cryogenic containers are
manufactured at our Speedway
indiana, plant. After a vacuum is
drawn, liquid nitrogen or oxygen
will be introduced into the con-
tainers’' storage spaces

Gases & Related Products

Tru— segment’s 1982 sales decreased 5% from 1981, in-
fluenced, in part, by the steep deciine in domestic steel
production. Domestic prices remained relatively constant —
abcut 1% above last year —while domestic volume fell 6%
below last year. Sales in 1981 had increased 14%, the
largest increase for any of our industry segments

Operating profit in 1982 declined 28% from the record
1981 results, chiefly due to weakness in the domestic in-
dustrial gases business. International operations were also
less favorable, due especially to the depressed Brazilian
economy. Worldwide operating profit had increased by 2€
n 1981

In industrial gases in 1982, our Linde Division imple-
mented stringent cost reduction measures, trimmed back its
work force, and exercised tight control of overhead. As part
of an on-going program, obsolete facilities were shut down
Their load was assumed by more efficient plants

Construction was substantially completed at a new
Loveland, Colorado, plant which will replace a much less ef-
ficient plant in the same general area; and construction con-
tinued on a plant in Hatfield, Pennsylvania, expected on
stream early in 1983, which will replace a higher cost facility
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Batteries/Home & Automotive Products

'Th«- strength of our consumer-related product sales and
encouraging operating profit results provided a bright
Spol among our recession-battered industry segments in
1982. The segment's 1982 sales increased 1 over those of
1981 /\u«r.u)v domestic prices were 4 below 1981, while
volume increaseq Antifreeze business volurmes were
especially strong. Segment sales in 1981 had increased 6
over 1980

Operating profit increased 10% in 1982. Operating profit
¢
as well as international results. Home and automotive prod
ucts operating profit also showed strong improvement, as
the effect of lower plastic wrap and bags results was more
than offset by improved anti-freeze operations %pqm.rm
operating profit had increased 8 in 1981

Energizer alkaline batteries continued to enjoy excellent
growth in 1982, and a2 new iine of Eveready Super Heavy Du
ty premium carbon zinc batteries was introduced. A new
research and development center, the largest of its kind in
the world, was completed in Westlake, Ohio

Prices were rolled back on Glad disposer bag products in

1982 to meet competitive price reductions. The shortfall in

revenues was partially offset, however, by plant and distribu-

tion cost improvements Several new products were
introduced

The continued oversupply of ethviene glycol in 1982 ex
ertec downward pressure on antifreeze prices. But price
reductions in Prestone Il antifreeze/summer c¢Holant did not
match the steep declines effected by competition. Union

Carbide s volume actually increased

r batternies was substantially improved with higher domesti

Automotive specialty products posted strong sales in 1982
reflecting a rebound in the automotive aftermarket, with con
sumers seeking to extend the life of their automobiles
through more do-it-yourself maintenance

Specialty Products

egment sales in 1982 increased 1% over 1981, Sales

SQ(ams for our agricultural products and food processing
and packaging materials businesses were nearly offset by
lower electronics materials sales, which were affected by
lower industry-wide selling prices. Sales in 1981 had declined
8%, partly due to the effect of the divestiture of certain
businesses in 1980 and parts of the medical products
business in early 1981

Operating profit declined by 24% in 1982, with lower
results reported by the major businesses, particulariy agncul-
tural products and electronics. Operating profit had decuned
1 in 1981

Irn 1982 our Larvin thiodicarb insecticide received a provi-
sional technical product registration in the United States. Pa-
tent litigations on Larvin insecticide and Ethrel ethephon
plaint regulator were favorably concluded, solidifying our
woridwide proprietary position in both products

In our foed processing and packaging materials business
specialty films production capacity was expanded to support
sales in fresh red meat and processed meats packaging. An
E-Z Smoke casing was introduced







Canada

Far East
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Far left: This truck's boild
graphics are part of an identifica-
tion program that is making peo-
ple more aware of our Linde Divi
sion, a leader in the industrial
gas business

Left: Our entries in the fast
growing electronics industry in
clude Lonco specialty chemicais
Kemet capacitors, KT photolithe
graphic chemicals, and parylene
conformal protective coatings

Right: A well-known logo
consumer satisfaction with our
quality Glad products has made
the brand number cne in con
sumer plastic wrap and bags

vere competition, 1982 trading volumes sur

passed those of the prior year. Growth in China trade was
especially marked. Battery plant expansions were completed
at Singapore in 1982. A collaborative pesticide research pro-
gram between the Corporation and Union Carbide India

Limited has been intensified

Africa & Middle East

ales for our smallest international segrment increased
S‘- o over 1981 and operating profit more than doubled
primarily due to improved operations at battery facilities
Sales and operating profit in 1981 had declined 2% and
71 respectively, due primarily to depressed worldwide de-
mand for chromium and vanadium

Over the past two years, battery operations in the Ivory
Coast, Kenya, Sudan, and Egypt have been expanded and
are well positioned to take full advantage of market demand
Chromium and vanadium demand decreased in 1982
chrome ore production has been suspended and vanadium
production curtailed pending recovery in the steel industry
Trading company branch offices have been strategically
located to maximize imports from other segments
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Notes to Segment Review

hroughout this review. the terms Union Carbide. UC( ¢ The following table reconciles segment identifiable assets
nsolidated, we, and our refer to Union Carbide Corpora to total identifiable assets and total identifiable assets to the
5 consolidated subsidiaries. The terms ( orporation consolidated financial statements
and UCC refer to Union Carbide Corporation, the parent
ompany. The term domestic means the United States and
Puerto Rico, and the term domestic operations refers gener
ally to all of Union Carbide's operations iri this area, including
exports. The term international refers to all other parts of the
world, and international operations refers to all operations

other than domesti«

¢ The following are totals for UCC Consolidated of the

various segment items reported on the previous pages

fidentihable assels, see the note beiow

. ‘w\;mmr’ sales as presented in the preced ng pages are

stomers. Transfers between segments were as follows

Products are transferred between segments at the esti

mated market value of the products

¢ The following table reconciles segment operating profit to
the consolidated financial statements. (The term operating
profit is used as defined in Statement of Financial Account

NG Standards No. 14)

N




Raw Materials, Products, and Markets
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Metals & Carbons

Batteries/Home &
Automotive Products

Specialty Products

ributors to a broad range

id to chemical manufa

NG processed meat:s

jitry packaging, bott
aNg propriet

ey

esalers

vethviene

n are soid

ake Prestone |

ers and the

inder contract

i other

wough formulators

ntermediates for iINsex

UK Not doQs

resn and processed
packers: apacitors

+ r "
e electronics ingustry

DHes el




From the income statement
Net sales
Cost of sales
Research and devel pment expense
oelling administrative, and other expenses
[\/‘";H'“. iatnon
Interest on long-term and short-term debt
ome (expense) net
ome hefore provisi COMQe taxes
ncome

s b

bef

re cumuiative t of change in accounting principle
Cumulative effect of change in accounting principle for IT(
rh" ncome
|"u4le‘¢‘;n" share before ( 1tive affect of « hange
n accounting principle
Cumulative effect per shars of change in accounting principle for ITC
Net income per share
Pro forma net income with 1980 change in accounting
principle for ITC applied retroactively

Pro form 1 net iIncome per share

From the balance sheet (at year-end)
Working capita

Total assets

ong-term debdt

Total capitalizatior
UCC stockholders’ equity

UCC stockholders equity pe share

Other data

Funds from operations

{7)‘\1.’»" das

Dividends per share

Shares outstanding (thousands at year-enc
_’\,‘w"io”;‘,luq‘;u\r share 'm}!

Market price per share Iow

Capital expenditures

Number of employees (at year-end)

Selected financial ratios

Tota! debt/total capitaiization (at year-end)

Net income/average UCC stockholders’ equity

Net income + minority share of income/average total capitalization
Dividends/net income

Dividends/funds from operations

10,168

@
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394
6.09
6.09
448
6.92

$ 1,747 : / 2,124 2,070 1,621
$10,616 310,42 9,659 8,803 7.866
$ 2,428 \ 1,859 1,773 1,483
$ 8,305 $ 7,282 6,317 5,794
$ 5,159 , $ 4776 y 4,042 3,639
$ 73.54 76.7¢ 70.90 61.06 55.92

$§ 715 1,172 1,211 1,114 924
$ 235 224 206 > 190 181
$ 3.40 $ 330 $ 3.10 290 2.80
70,153 68,582 67,367 66 206 65,065
S 61 62V $ 52 44/ $ 43%
$ 40'% 454 $ 35% 34 $ 33%
$ 1,179 1,186 $ 1,129 831 $ 688
103,229 110,255 116,105 117,031 113,371

33.9% 30.3% 29.9% 31.4% 32.3%
6.0% 12.9% 15.3%"° 14.5% 11.2%
4.3% 9.1% 10.6%° 9.6% 7.5%

75.8% 34.5% 30.6%° 34.2% 46.0%

32.9% 19.1% 17.0% 17.1% 19.6%

nting Standards N 2 (See Note 2 F reign Currency Transiation, on page 29)

imulative effect of the change in accounting principle for the investment tax cradit (ITC)

unting ¢

weighted average wumber

vated . 'atemer

capitalization

principle for the ITC. (See Note 5. 1980 Acx ounting Change for the Investment

)t shares outstanding durning the year. Funds from operations include
it of Changes in Financial Position.) Total debt consists of short-term

NSists Of fotal/ gedt plus minonty stockholders’ eQuity in consolidated




Financial Review

The subjects covered by the financial -eview are found
on the following pages

New Policy for Translating Foreign Currency

Results for 1982 ref'~at the January 1 adoption of a new
policy for translating foreign currencies, Statement of Finan-
cial Accounting Standards No. 52. Results for 1981 on a
Statement No. 52 basis are presented in Note 2 on page 29
Additional pro forma 1981 information is presented in Notes
6 and 9 on pages 30 and 32. The new procedures are ex-
pected to minimize the effect on income of erratic gains and
losses arising from foreign currency translation. Generally,
other than in Latin America, unrealized gains and losses
resulting from translating foreign subsidiaries’ assets and
liabilities into U.S. dollars are accumulated in an equity ac-
count on the balance sheet until such time as the subsidiary
IS sold or substantially or completely liquidated. An analysis
by geographic area of the equity adjustment from transiation
as of December 31, 1982 is shown below

Equity Adjustment from Foreign Currency Translation

Translation gains and losses relating to our operations in
Latin America, where hyperinflation exists, continue to be
included in the income statement on essentially the same
basis as in prior years

Lower 1982 Sales

Sales declined 11% to $9,061 million as a result of the linger-
ing worldwide recession. Worldwide volume was 9% lower,
mainly due to an 11% decline in domestic volumes. Average
selling prices declined 3%, chiefly reflecting lower prices in
most non-consumer product lines in the United States. Ad-
justed for the divestiture of portions of our metals business
sold in June 1981, sales of continuing operations decreased
9%. Sales percentage declines were especially severe in our
metals, carbon, chemicals, and plastics businesses. Some
businesses not related to the housing, steel, and automotive
industries improved over last year with batteries, agricultural
products and food processing and packaging materials
reporting encouraging gains. International sales declined
less than domestic sales, in spite of the currency translation
effects of a strong U.S. dollar du “ing 1982. Export sales (in-
cluded in the domestic results) were 14% beiow last year

Percent change over prior year 1982 1981

Sales 1
Average Selling prices
volume

Year-to-year changes in sales and volume have been affected by our di
vestiture program, but the effects have been partially offset by increasing
revenues from our technology licensing programs

Lower Gross Margin Ratio

Cost of sales in 1982 decreased 10%, versus the 11%
decrease in sales, resilting in a deciine in the gross margin
ratio to 26.2%. The effect of a stronger international ratio
(largely due to Union Carbide’s adnption of Statement No. 52
in 1982) was offset by the effect of a considerably weaker
domestic ratio. A modest favorable effect on the domestic
ratio resulted from LIFO inventory reductions. These reduc-
tions were achieved to bring working capital levels in line
with a lowe- level of business activity (see Note 1 on page
29). During the second half of the year domestic operating
rates declined, resulting in less favorable absorption of
period costs and reduced operating efficiencies. Although
hydrocarbon feedstock costs were sharply lower, inflation in
fuels, electric power, and labor contributed to higher unit pro-
duction and distribution costs. Approximate changes in
domesiic purchased cost indices for three categories of raw
materials and energy were as follows:

Percent change over prior year 1982

Hydrocarbon feedstocks 16
Other major raw materials 1
Fuels and electric power +17




In 1981, the gross margin ratio had declined to 26.9% due
to the effect of a lower international ratio (primarily due to the
negative impact on plant cost of currency rate changes on
inventories). Had the new accounting standard for translation
of foreign currencies adopted in 1982 been in effect in 1981
the worldwide gross margin ratio would have been 27.6%. In
1980, the gross margin ratio had declined to 28.1% (State
ment No. 8 basis)

For more information about Union Carbide's principal raw
materials, markets, and methods of distribution, see page
19. Unless otherwise indicated there, the products of Union
Carbide are sold principally by its own sales force directly to

ustomers in the industries named or for the uses mentioned

Higher Research and Development Expenses

In support of Union Carbide's strategic plans, research and
development expenses in 1982 increased 16 to a total
f $240 million. In 1981 these expenses amounted to $207

Selling, Administrative, and Other Expenses

r

During 1982, Union Carbide benefited significantly from its
)grams to control overhead costs Total selling, adminis-
rative, and other expenses were $1,249 million, an increase
These expenses increased 6% and 9%, respec

tively, in 1981 and 1980. Selling expenses in 1982 totalled
$630 million, an increase of 5 in 1981 the increase was

§ Administrative and other expenses of $619 million were
virtually unchanged from the $620 miliion reported last year
1 1981. Administrative
expenses included charitable contributions of $4.7

198

ot only Z

These expenses had increased 5

milhion

Employees

The number of emplovees and their respective employment

f "
> TONOW

Number of Employees

Employment Costs *

f 1otal sale

ide employment

perated for the United

Increased Depreciation Expense

Depreciation expense in 1982 was $426 million, representing
an increase Jf 10% over 1981. The comparable increase in
1981 was 18%. Although annual capital expenditures have
remained relatively constant during the 1980 through 1982
period, they represent dramatic increases over the years
prior to 1980, and depreciation expense therefore continued
to nse

Significant Interest Expense In~rease

Interest expense on long-term and short-term c.2bt increased
38% to $236 million in 1982. The increase resulted chiefly
from higher average levels of short-term debt. Interest ex-
pense in 1981 was $171 million, an increase of 12% over
1980

Favorable “Other Income — Net” in 1982

For the second consecutive year, Union Carbide recorded a
significant favorable Other income — net position ($162 million
and $164 million, respectively, in 1982 and 1981). The major
items in 1982, 1981, and 1980 are explained in Note 9 on
page 32

Foreign Currency Adjustments

Foreign currency adjustments included in Other income — net
were as follows

*Had Statement N 52 been in effect in 1981 foreign
.10 < L G g

iIstments worild have been approximately $10 milhor

The $5 million gain in 1982, calculated under the new ac-
counting standard for transiation of foreign currencies
resulted primarily from devaluation of the Brazilian cruzeiro
Under the new standard (Statement No. 52), only translation
gains and losses relating to cur operations in Latin America




continue to be included in the income statement. The signifi
cant gain in 1981, calculated under the previous accounting
standard (Statement No. 8) resuited mainly from the transla
tion into United States dollars of the Brazilian cruzeiro and

i’l:"”i[)"d' currencies

Supplementary income Statement Data

Supplementary income statement data for 1982, 1981

1980 are shown below

Favorable Balance of Payments

A favorable balance was again achieved in 1982, although
exports were significantly below those of 1981. Details are

shown below

Unusually Low 1982 Effective Income Tax Rate

The effective income tax rate in 1982 was 15.1% versus
28.2 n 1981. The low rate was the result of an increased
proportion of income from areas subject to lower tax rates
iNd increased investment tax credits as a proportion of ir
come before tax. The effective income tax rate in 1981 had
declined 6 percentage points from the 34.2% reported in
1980 essentially as a result of the same factors. An analysis
of the major items in 1982, 1981, and 1980 is included in
Note 8 on page 31

Lower 1982 Mincrity Interest

The minority stockholder>’ share of income declined in 1982
by 23% to $36 million. A 4% decrease was reported in 1981
The most significant decrease for beth years occurrea in

Canada as a result of the prolonged recession

Lower 132 Income from Equity Companies

Qur share of income of companies carried at equity in 1982
was $19 miliion, a decline of 50% from the $38 million
reported in 1981 ($28 million on Statement No. 52 basis)

The largest decrease between the two years 0i: a Statement
No. 52 basis resulted from Canadian equity company earn
ings. In 1981, our share of income from companies carried at
equity increased 27% due primarily to more faverable net
currency gains (under Statement No. 8 procedures) for
several companies and increased earnings of equity com
panies in Canada

Net Income

Net income in 1982 was $310 million. 52% lower than the
$649 million reported in 1981. Had the new accounting star
dard for translation of foreign currencies adopted in 1982
been in effect in 1981, net income for that year would have
been approximately $655 million. Net income as reported in
1981, decreased 4% from that of the previous year

Analysis of Change in Earnings Per Share

1981 vs

1982 and 1981 $

ngs per share are before the

Q tive effect of a change |

T ONINCI
i ple




Dividends Maintained

The cash dividend in 1982 was maintained at an annual rate
of $3 .40 per share, despite the significant earnings decline
for the vear. The dividend was last increased in September
1981 from the previous rate of $3.20 per share. Of the total
dividends declared in 1982, $56 million, or 24¢ was rein-
vested in Union Carbide Corporation common stock through
our Dividend Reinvestment and Stock Purchase Plan. Total
dividends deciared in 1982, 1981, and 1980 were $235
million, $224 million and $206 million, respectively. Divi-
dends as a percunt of funds from operations for the past

three years were as follows

Capital Expenditures Stabiiize

These expenditures

equipmen ANag aaaitior

nterest. O apital exper managea t

0

g 1 ar
yUPPOT 1

’

provea strategi nesses in
porttoli Rea apacity expans oresenting at

f total capital expenditures in recent

trolled in 1982. Other capital expenditures are d

rimarily Macements. cost red

P uctior AN
servation J 1( ts in support of health, safety, ar
environmental stangaras

In addition to tichter controls, the lower level of capital
expenditures in 1982, is due, in part, to moderating inflation
and lower requirements for our new headquarters in Dan
bury, Connecticut, as it neared completion

The total expenditures of $1,179 million in 1982 repre
sented a decrease of 1 from the 1981 total of $1,186 million
1981 expenditures had increased 5 from the $1.129 million
in 1980. Capital expenditures in 1982, 1981 and 1980, as re
quired by accounting standargs, include capnalhzed interest
totalling $73 million $58 million and $46 million, respectively

In 1980 and 1981 approxiinately three-quarters of the total
capital spending was in the United States and Puerto Rico
In 1982 this ratio declined to about 70% due mainly to signifi
cant expenditures for new ethylene glycol facilities at Pren
tiss, Alberta, Canada

At December 31, 1982, the cost of completing authorized

construction projects for added capacity, cost red

uction
replacement, and other purposes is estimated at $1.1 billion

A portion of this amount is covered by firm commitments
which are expected to be financed by a combination of inter

ally generated cash flow and external financing

Working Capital Decreases

In 1982, working capital declined by $400 miltion, or 19%
Accounts receivable decreased by 6% mainly due to lower
sales levels in the final quarter of 1982. In terms of days
sales outstanding at year-end (based on fourth quarter sales)
receivables represented about 57 days at year-end 1982 as
compared to 57 and 54 days, respectively, at the end of 1981
and 1980

Total inventories at year-end 1982 were 9% lower than a
year-end 1981. Inventories were considerably higher during
the year, duc partly to seasonal factors, but were reduced by
year-end as a result of tight inventory control

Lower Cash Flow Provided by Operations

Cash flow from operations, as a percent of the total sources
of funds, declined to 47% in 1982 and represented the
lowest percentage reported in recent years. The ratio had
been 66% and 98%, respectively, in 1981 and 1980. Funds
from operations consists of net income before non-cash
items such as depreciation and deferred income taxes




Debt Ratio Contained

Management’s Statement of Responsibility
For Financial Statements

.arbide s inancial statements are prepared by
nt, which I1s responsible for their fairness, integ
The accompanying financial statements
epared in conformity with generally accepted
] principies appilied on a consistent basis, except
change described in Note 2 and, accordingly, include
unts which are estimates and judgments. All historical
cial information in this Annual Report is consistent with
» accompanying nnancial statements
Union Carbide maintains accounting systems, including in-
ternal accounting controls monitored by a staff of internal

auditors, which are designed to provide reasonable assur-
ance as to the reliability of financial records and the protec

tion of assets. The concept of reasonable assurance is
based on the recognition that the cost of a system must not

exceed the related benefits. The effectiveness of those sys-
tems depends primarily uj.on the careful selection of financial
and other managers, clear delegation of authority and assign
ment of accountability, inculcation of high business ethics and
conflict-of-interest standards, policies and procedures for
coordinating the management of corporate resources, and
the leadership and commitment of top management

Union Carbide’s financial statements are examined by
Main Hurdran, independent certified public accountants, in
accordance with generally accepted auditing standards
These standards provide for a review of internal accounting
control systems and tests of transactions to the extent they
deem appropriate. The accountants’' report appears on page
37

The Audit Committee of the Board of Directors, which con-
sists solely of non-employee directors, is responsible for
overseeing the functioning of the accounting system and
related controls and the greparation of annual! financial
statements. The Audit Committee recommends to the Board
of Directors the selection of the independent auditors, sub-
ject to the approval of shareholders. The Audit Committee
penodically meets with the independent auditors manage-
ment and internal auditors to review and evaluate their ac-
counting, auditing and financial reporting activities and
responsibilities. The independent and internal auditors have
full and free a<cess to the Audit Committee and meet with it
with and without management present

orporation
credit pro
negotiated
renewa
Union
hase Plan
n 1981




Consolidated Statement of Income and Retained Earnings

M per share figures) year ende ece

Net sales

Deductions (additions

Cost of sales

Research and development

Svmv‘(; acministrative iNd other expenses
Depreciation

interest on long-term and short-term debdt

Other income net

Income before provision for income taxes

py(':' sSion for iIncome t1axes

Income of consolidated companies
Less: Minority stockholders share of income

Plus: UCC share of income of companies carried at equity

Income before cumulative effect of change in accounting principle
Cumuiative effect of change in accounting princip:e

for the Investment tax credn “Ju)'i' 5)

Net income

Retained earnings at January 1

Retained earnings at December 31

Per share

Income before cumulative effect of change in accounting principle*

wilative effect of change in accounting principle for the investment tax credit”

?‘JHV ncome*

Dividends declared

1982
$ 9,061

6,687
240
1,249
426
236
(162)

385
58

327
36
19

310
4,595
4,905

235

4,670

4.47

4.47
3.40

mber of shares

1981

$10.168

7.431
207
1.221
386
17
(164)

916
258

658
47
38

649

9.56
9.56
3.30

outstanding dur

3,486
4,376
206

4170

10.08
3.28
13.36
3.10

g the




Consolidated Balance Sheel

M

Assets

S and short-term marketable securities

Notes and accounts receivable
Inventories
Raw materials and supplies
Work in pro

Firn sneq

"'w;; 110 expenses

jrrent assets

arned at equity

nvestments and advances
nvestments and advances
Other assets

Total assets

Liabilities and stockholders’ equity

Accounts payable

Short-term “h.‘y\y

Payments due within one year on long-term debt
Accrued income and other taxes

Other accrued habilities

.

al current habilities

Long-term debt
Deferred credits
Minority stockholders’ equity in consolidated subsidiaries
UCC stockholders’ equity
cCommon stock
Authornized — 180,000,000 shares (90,000,000 shares in 1981)
Issued — 70,240,377 shares (68,668,845 shares in 1981)
Equity adjustment from foreign currency translation
Retained earnings

Less: Treasury stock, at cost — 86,888 shares in 1982 and 1981
Total UCC stockholders' equity

Total liabilities and stockholders’ equity

rments on pages 29 through 37 should be read in conjunction with this statement

34
120
154

,420

542
473
725
, 740
187

3,501

10,793
4,437

6,356

293
125

418
341
$10,616

739

(249)
4,670
5,160
1

5,159
$10,616

$10,423

669

4,595
5,264
1

5,263
$10,423




M

..onsqlldated ‘Statement of Changes in Financial Position

M f { dollars. year enc ad December 31

Cash and time deposits and short-term marketable securities at

beginning of year
Funds provided by

Net Income

Noncash charges (credits) to net income
Depre<.ation

Deferred income taxes

Cumulative effect of change in accounting principle for
(Note 5)

Qther noncash charges — net

Total funds from operations

Long-term debt
New borrowings
Reductions

the investment tax credit

Increase in short-term debt and current portion of long-term debt

Increase in common stock
Total funds from financing

Portions of metals business sold (Note 4)
Inventones
Net fixed assets
Long- and short-term debt assumed by purchaser
Other assets and liabilities
Net assets sold

net

Decrease (increase) in notes and accounts receivable
Decrease (increase) in inventories
Reductions of net fixed assets

Disposals

Transiaticn adjustments

Total funds from other sources
Total funds provided
Funds used for

Dividends

Capital expenditures

Increase (decrease) in investments and other assets
Decrease in payables and accruals

Equity adjustments from foreign currency translation
Other —net

Total funds used

Net increase (decrease) in funds

Cash and time deposits and short-term marketable securities at

end of year

s reported for 1982 changes in certain balance sheet accounts

rom foreign currency transiation at the beginnin

eponeag |

w 1981 balance sheet acct

which are reported separately in this statement

hanges in NS are exe

1o Fina

al Statements on pages 29 through 37 should be

q of the year of

are ex

usive o

reaad n

usive of (

$(141)

f changes
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unchion with this statemen

1982

$ 253

310

426
(34)

13

18
76

329
1,516

235
1,179
9

55
108
29

1,615
(99)

$ 154

$

hanges in account balances resulting from the
million relating primanily to fixed assets. See Note 2

in account balances resulting from the sale o

78
776

10

253

206
1,129

(22)
78

53
1,444

(206)

$ 243

aggregate equity ad-

oort
poric

ns of the

metals
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Notes to Fina

1. Summary of Significant Accounting Policies

Principles of consolidation — The consolidated financial state
ments inClude the assets, habilities, revenues, and expenses
f all significant subsidiaries except Ucar Capital Corpora-
which I1s carned at equity in net assets. All significant
ntercompany transactions have been eiiminated in con
ohaation. Investments in significant companies 20 to 50 per
cent owned are carried at equity in net assets. and Unior
Carbige s share of their earnings I1s included in income
ther investments are carried generally at cost or less

Marketable securities —Marketable securities are carried at

the lower of cost or market. Carrying value was substantally
the same as market value at December 31, 1982 and 1981

inventories — Inventory values, which do not include
agepreciation, are stated at cost or market, whichever 1s
lower. Cost 1s determined generally on the “last-in. first-out
(LIFO) method for U S companies and for certain sub-
sidiaries operating outside the United States. The “average
0Sst method 1S used by most other subsidianes
Approximately ¢ ot inventory amounts before applica
ion of the LIFO method at December 31. 1982 (64 percent at
LDecember 31, 1981) have been valued on the LIFO basis. It

'

S estimated inat if inventonies had been valued at current
they would have been approximately $1,176 million
187 mithon higher than reported at Decamber 31
U8 ind December 31 1981 respes '.M.f"\

Reduction of inventory quantities in 1982 resulted in a lig
uidation of certain LIFO inventory quantities. nrincipally
Jomestic chemicals and plastics inventories, acquired at
lower costs prevailling in prior vears. The effect of this

juidation was o decrease cost of sales in 1982 by approx
mately $56 million and increase 1982 net income by $30

miuhor r $0 43 per share

Fixed assets and depreciation — Fixed assets are carried at
cost. Expenditures for replacements are capitalized and the
repiaced tems are retired Gains and losses from the sale of
property are inciuged in income

Depreciation is calculated on a straight-line basis. The
Lorporation ana its subsidiaries generally use accelerated
deprec.ation methods for tax purposes where appropriate

Patents, trademarks, and goodwill — Amounts paid for pur
chased patents and for securities of newly acquired subsid
lanes in excess of the fair value of the net assets of such
subsidianes have been charged to patents, trademarks, and
goodwill. The portion of such amounts determined to be at
tnbutable to patents is amortized over their remaining lives
and the balance 1s amortized over the estimated perios of

benefit, but not more than 40 vears

Research and development — Resedrch and development
costs are charged to expense as incurred. Depreciation ex
pense applicable to research and development facilities and
equipment is included in Depreciation in the income state
ment ($8 million in 1982. $7 milhon in 1981 and 1980)

Income taxes — Provision has been made for deferred in-
come taxes where differences exist between the period in
which transactions affect taxable income and the period in
which they enter into the determination of income in the
financial statements

Benefits from investment and eneigy tax credits and re
search and experimentation tax credits are included current
iy in net iIncome

Retirement program — The Corporation’'s contribution to the
U.S retirement program in each year is based cn the recom-
mendation of an independent actuanal firm using the entry
age normal me: 4. Accrued costs are funded for all em-
ployees age 25 and over, with unfunded pnor service costs
being amortized over periods up to 30 years

Program costs of consolidated international subsidiaries
are accounted for substantially on an accrual basis

Net income per share —Net income per share is based on the
weighted average number of shares of common stock out
standing in each year. There would have been no matenal
dilutive effect on net income per share for 1982, 1981 or 1980
if convertible securities had been converted and if dilutive
stcck options had beer exercised

2. Foreign Currency Translation

Effective January 1, 1982, Union Carbide adopted Statement
of Financial Accounting Standards No. 52, Foreign Currency
Translation, which replaces Statement No. 8. Had the provi
sions of Statement No. 52 been applied in 1981, net income
and net income per share would have been approximately
$6 million and $0.10 per share higher than reported. Com-
putation of the effect on 1982 net income of adopting State-
ment No. 52 is not practical under the system of translation
required by the Statement

The following is an analysis of the new component of
stockholders’ equity, Equity adjustment from foreigr currency
translation, included in the 1982 balance sheet in accordance
with the provisions of Statement No. 52

Millions of doliars

Aggregate equity adjustment at beginning

.\‘,1““"-,..,"\ juring the vear

pally transiation adjustments)




3. Ucar Capital Corporation

4. Sale of Portions of the Metals Business

5. 1980 Accounting Change for the
Investment Tax Credit

the deferred method

redit to the OI‘H‘..'
jeferred invest
' December 31, 1979
or $3.28 per share, was
irng credit in the 1980 Consolidated
ind Retained Earnings under the cap

f change in accounting principle for

6. International Operations

7. Segment Information

Audited industry and geographic segment data are presented
in the tables and accompanying footnotes appearing on
pages 12 through 17 and in the Notes to Segment Review
appearing on page 18

Union Carbide's businesses and products are described
on pages 11 through 19 and also on pages 4 through 9
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nized for book purposes as a reduction in the provision for
deferred iIncome taxes in current anc prior years

Portions of the income of several subsidianes operating in
Puerto Rico and outside the United States are exempt from
ncome taxes under local tax statutes. Non-U.S. income taxes
vere reduced by $30 million in 1982 ($57 million in 1981 and
$33 million in 1980) as a result of these exemptions, which
expire principally in 1989

The consolidated effective income tax rate was 15.1% in
1982, 28.2% in 1961 and 34.2% in 1980. An analysis of the
difference between the provision for income taxes and the

amount computed by applying the statutory Federal income
tax rate to consolidated income before provision for income

has been recoq taxes 1s as follows

Percent
+f
pretax

ncome

46




8. Income Taxes ) 10. Supplementary Balance Sheet Detail

The §

i nents

Notes and accounts receivable

Fixed assets
The Corporation | taxes on undistributed earn hnd )

NQe f athliates nsolidated retained earnings

the extent such earnings planned to be remitted and not

reinvested indefintely. Undistributed earnings of athliates in

tended to be reinvested indefinitely amounted to $1.9 billior

! Deacambaor 1
at December 3 )8 Other assels

'

9. Other Income — Net
The following n analysis Other income et
Sho. .erm debt

pape

R
panke

Other accrued labilities

€ i payabie

Deferred credits

e IXE




11. Long-Term Debt

Union Carbide Corporation

Domestic subsidiary

International subsidiaries

During 1982, $11 milhon of the 5.30 Sinking Fund
entures were purchased by the Corporation 1pply
st future sinking fund requirements. Previously. the
LOrporation and a subsidiary had purchased $99 million of

febentures

Poliution control and other facility obligations represent
state, commonwealth, and local governmental bond financ
ing of pollution control and other facilities and are treated for
accounting and tax purposes as debt of Union Carbide Cor
poration. These tax exempt bonds mature at various dates
from 1983 through 2012 and have an average annual effec-
tive interest rate of 8.19%. At December 31, 1982, the Cor
poration had a contingent obligation with respect to $42
milhon of pollution abatement facility obligations assumed by
purchasers of Union Carbide facilities

International subsidiaries debt includes $220 million ($75
million in 1981) due in U.S. dollars. At December 31, 1982
$323 million of international consolidated assets was pledged
as secunty for $95 million of international subsidiaries debt

Payments due on long-term debt in the four years after
1983 are: 1984, $110 million; 1985, $125 million; 1986, $263
million: 1987. $124 million

Various lines of credit are available to the Corporation and
its subsidiaries. The principal demestic line of credit, which is
subject to customary review and annual renewal, provides
for borrowings up to $1 billion at rates to be negotiated. At
December 31, 198. there were no outstanding borrowings
urder this arrangemant The Corporation compensates
banks for credit lines and services by maintaining bank
balances and/or paying fees

12. Interest Costs

The following is an analysis of Interest on long-term and
short-tarm debt




13. Leases

n equipment

At December 31. 1982. Retained earnings included $26
\d $170 million, representing the Corporation's

\distributed earnings of a nonconsolidated finance

and 20 to 50 percent owned companies, respel

nted 1or by

] by the equity method. The correspond

at December 31. 1981, were $20 million and
respectively. Dividends received by the Cor

n and the Corporation s share of dividends rece!ved

1solidated subsidianes from companies carried at

y aggregated $5 million in 1982, $10 million in 1981 and

n 1980

15. Retirement Program

The retirement program of Union Carbide Corporation
overs substantially all U.S. empioyees and certain em

ployees in other countries. Various arrangements for pro

ding retirement benefits are maintained by consolidated in

nal subsidiaries. Total pregram costs for 1982
y £201 million ,;_.)1“,3 wlhion in 1981 and S“‘*“‘

f which $177 million ($176 million in 1981

and $167 miilion in 1980) related to the U.S. Retirement

Program

A comparison of accumulated plan benefits and plan net

1ssets for the U.S. Retirement Program s presented below

)

IR the 0 ’4_. 3 n transterred “vy_

shares O

Isiness combination transaction:

were reserved for issuance as

he we'gh’'ed average assumed rates of return used In
determining the actuarial present value of accumulated plan
benefits were approximately 10% for 1982 and approximate-
ly 9% for 1981. The rates used reflect the expected (market)
rates of return during the periods of benefit delerral as re
ired by Statement of Financial Accounting Standards No
36. These rates are approximately equivalent to rates
established by the Pension Benefit Guarantee Corporation, a
non-profit Federal Government Corporation within the

Department of Labor
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16. Incentive Programs

lockholgers approved the five-year Unior 1rdIde
y Compensation Plan. The Plan. which became ef
inuary 1. 1979 pProvigg fOr granting stock ‘v{'/'\l\'
na annuail Dor iwards 10 key employees
S awarded options may also be awarded stock ag
ghts related to part or all of the optioned share:
4 uch nghts would enable a hoider 10 receive Iir
mmon stock the amount by which the market
e mi N Stock on the date of exercise exceed:
n price. The number of shares subject 1« options
exceed 1,500,000 under this Plan. Option prices are
ent of fair market value on the date of the grant. Op
1 ar rejiated stock Appre 1101 v:lr"'\, qgenerally
exe able two years after such date. Options may
1 duratior f more than te vears Annu Al DONus
Ar'e 1Sh bonuses which are intended to provide in
! nemnt IS performance and total compens: [
nparabie those of major mpetitive employers
isly, in 1974, stockholders had approved the Union
Incentive Program for key employees. No further
nay be made under the 1974 program
hare aire 1Issued upon exercise of options, ne
Ar¢ naae ! I yme a h}"‘b'o"’""";7’vl(b'r)<f\\ﬂ,'n‘l'
ire credited to the common stock account. For
preciation rights granted, income is charged in each
their appreciation. The charge is based on the
f any. by wt 3 “*"'d”‘"';"“" f the commor
eeds the option e S&t Torth 1in the re!ated stock
il I optior 1S | W
¢ f f
B2 I8 f
) 3
f
‘ 4 63
W | N [ 3 nt 1
' _ Lok ] na
- ! +
Y
LA n o . SR T T =
i k1 B2 ) > L

17. Commitments and Contingencies

The Corporation and its consolidated subsidianes have var
)us purchase commitments for materials and supplies inci
aent to the ordinary conduct of business, and commitments
for product purchases from a company in which a subsidiary
of the Corporation has an investment. The commitments are
in the aggregate, not expected to have a maternal adverse ef
fect on the consolidated financial positicn of the Corporation
in the normal course of business, the Corporation nd its
onsolidated subsidiaries are invoived in a number of leqal
proceedings and claims with both private and governmental
parties. These cover a wide range of matters, including trade
regulation; product hability, utility regulation Federal requla

tory proceedings, health, safety, and environmerntal affairs
patents and trademarks, contracts, and taxes. In some of
these cases, the remedies that may be sought or damaages
claimed are substanual. In the opinion of counsel, the out
come of the legal proceedings and claims are not expected
to have a matenal adverse effect on the consolidated finan
cial position of the Corporation. Should any losses be sus
tainedq, in excess of provisions therefor, they will be charged

1o income in the future

18. Supplementary Data on Changing Prices
(Unaudited)

During the past decade inflation had an increasingly signifi
cant impact on the economy, resulting in the concern that
onventionail financial statements were not fully measuring
the reai growth of business enterprises. In response tc this
concern. the Financial Accounting Standards Board (FASB)
ssued Statement No. 33, which requires companies to ad
just historical financial statements for the effects of changing
prices. This Statement was recently amended by Statement
No. 70, which reconciles the new foreign currency translation
method adopted in Statement No. 52 with Statement No. 33
requirements. The presentation of historical

ost ‘nformation
meadasured in units of constant purchasing power 1S no longer
required for corporations that measure a significant part of
their operations in currencies other than the U.S. dollar

The 221 ompanying summary statement of income. sum
mary balance sheet data, and five-year comparisons were
prepared in accordance with Statement No. 33 as amended
Ly Statement No. 70. The methodology required is ex-
perimental in nature, and because of the different assump-
tions and the vanety of methods permitted, this information
should not be considered precise when making comparisons
with other companies

In the accompanying statements the “current cost” method
adjusts for “changes in specific pnices.” The objective of this
methad Is to measure resources and their consumption at
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Data on Changing Prices

Summary Statement of Income
Adjusted for Changing Prices

Net sales

Cost of sales
Depreciation

Other operating expens
interest ¢ xper
FProvision for income taxes

Minority share of

ncome
Net in
Per share

Gamin due to dechine in purchasing power

Summary Balance Sheet Data
Adjusted for Changing Prices

Inventories
Property, plai, and equipment, net of act

UCC stockholders equity

Five-Year Comparisons

Net sales
At histornical cost
In average 1982 dollars
Net income*
Current cost — in average 1982 dollars
Per share
Stockholders equity
Current cost — in average 1982 dollars
Dividends per share
At historical co=*
in average 1982 dollars
Market price per share (at year-end)
At historical cost
In avera je 1982 dollars
‘\v(’hl\)e‘»

19% . © 0 ) 1 Drovis 3 theén-pe

onsumer orice index (1967 = 100)

of net monetary liabies

1 740
6,356

159

umulated depreciation

O

1981

$10,168
10.795

414
6.10

8.193

3.30
3.50

51.38
52.50
272.4

| ) e Y

$9.994

11,711

555

8171

3.10
3.63

50.25
55.90
246 8




! \z these res
ICtually expen
s method measures the effects of ;

directly related t ympany rather thar ose from genera
nflation. The effe« it genera! inflatior
for foreign operation 0
restate methog) t ipon the
Il Urban Consumers (CPI-U

e U .S ang 1 1 Qur xey
measured under the current

198,

reported net income gechined to

nparison. the prior year's current cost ne

$390 million in 1981 dollars. The 1982 decline was

operations, due 10: (a) the increase in depre

» wher rept rted on the current cost basis

sales adjustment resulting from our inventory
program of historical cost | IFO inventories: and

(c) the requirement in Statement N 13 that the rep« rted
provis ) r income tax not be restated for increased

srating <t
perating costs

Aiculated under the current cost method
Specific prices of inventories and fixed assets held during
1982 increased by $307 mil

I e than the general rate (

nrir ( \ 1 e Durinn 1021
principally due to ) 5. During 102

f

the genera 1 exceeded the speciii

these assets by 345 n n and $638 milhor

nes In purcrasing power of net
abilities amouniad to $95 million in 1982 ($229

19€1 and $270 million in 1980). These unrealized

s reflect the fact that the Corporation's obligations will be
ning purchasing power

y transiation agjustment, caicul. ted on
-adjusted current cost of net assets, reflects

rate changes during the year. This translation ad

net of iIncome taxes, reduced stcckholders equity

n in 1982
t values presented in the supplementary data

wned as follows

* Inventonies and Cost of Sales — LIFO inventories and cost
of sales were adjusted to reflect current maternal, labor and

overhead costs

* Property, Plant, and Equipment —The current cost of prop
erty, plant, and equipment is defined by Statement No. 33 as
the current cost of acquiring the same service potential em
bodied by the asset owned. The current cost of an asset will
be directly affected by the differences between its operating

3 and the operating costs of a technologically superior

asset as it becomes available. Therefore, the estimated cur
rent cost of fixed assets was calculated by the application of
ndices, adjusted for technolog:cal change, to historical cost
of assets. Indices appropriate to domestic operations were
selected on the basis of applicability to major business seg
ment facilities. For foreign fixed asset calculations, indices
utilized were selected based on major country/company
operations. Adjustments for technology change based on
representative facilities were extended to related asset
groups before incorporation into the indices ultimately util
zed. Land values have been based on estimates of current
cost

* Depreciation — Current cost depreciation is calculated on a
straight line basis using estimated useful lives consistent
with those used in the historical dollar financial statements

. -y e -

Report of Independent Certified
Public Accountants

To the Stockholders and Board of Directors
of Union Carbide Corporation

We have examined the consolidated balance sheet of Union
Carbide Corporation and subsidiaries at December 31, 1982
and 1981, and the consolidated statements of income and re-
tained earnings and of changes in financial position for the
years ended December 31, 1982, 1981 and 1980 (pages 26
through 37). Our examinations were made in accordance
with generally accepted auditing standards and, accordingly
included such tests of the accounting records and such
other auditing proced :res as we considered necessary in
the circumstances

In our opinion, the consolidated financial statements iden-
tified above present fairly the financial position of Union Car-
bide Corporation and subsidiaries at December 31, 1982 and
1981 and the results of their operations and the changes in
their financial position for the years ended December 31
1982, 1981 and 1980, in conformity with generally accepted
accounting principles consistently applied during the pernod
subsequent to the 1980 change in method of accounting for
the investment tax credit (Note 5), except for the 1982 change
in method of accounting for foreign currency translation
(Note 2). We concur with the foregoing accounting changes

Certified Public Accountants
900 Bedford Street
Stamford, Connecticat
February 15, 1983
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R. Manning Brown
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arbide Agricultural Products

President, Engineering Products Division
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Union Carbide Agricultural Products
Company, Inc

Battery Products Division

Carbon Products Division

Electronics Division

Engineering and Hydrocarbons Division
Engineering Products Division
Ethylene Oxide Derivatives Division
Ethylene Oxide/Glycol Divisicn
Films-Packaging Division

Home and Automotive Products Division
Linde Division

Medical Products Division

Metals Division

Nuclear Division

Polyolefins Division

Silicones and Urethane Intermediates
Division

Solvents and Coatings Materials
Division

Specialty Chemicals Division

Specialty Polymers and Composites
Division

Union Carbide Africa and Middle East, Inc
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Union Carbide

Canada Limited - 74.73%

Union Carbide Eastern, Inc

Justnal and Inion

NCE

viskase Limited

Union Carbide Pan America, Inc

na

Arqger
nion Carbide Argentina S.A1.C.S
praz
Eletro Manganes Ltda. — 55
T Y f
Qs
\ ‘: v" h .“) ""li".‘ f N bf“ "“

Minerios e Metais |

enio dc Lt
S.A. White Martins Nordeste — 50.14

n Carbide uo Brasil Ltda
wombia, S.A

entro Americana. S.A

2 Ecuador C.A
Carbide Mexicana, S.A. de C.V

jela

) Carbige de Venezuela B

Union Carbide Puerto Rico, Inc
Union Carbide Caribe In
Union Carbide Films — Packaging

mion Carbide Grafito, In«

Union Carbide Southern Africa, Inc.

Republic of South Africa

Elektrode Maatskappy Van Suid Afrika
Eiendoms) Beperk - 50

Tubatse Ferrochrome (Propnetary

Limited
car Chrome Company (S A.)
Proprietary) Limited
ar Minerals Corporatior
Zimbabwe (Unconsolidated subsidiaries)
mbabwe Mining and Smeiting Company
Private) Limited

Carbide Zimbabwe (Private) Limited

4
4

99%
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Information for Investors

1983 Annual Meeting

The 1983 annual meeting of stockholders will be heid on
April 27, in the Grand Ballroom of the Host International
Hotel, Tampa International Airport, Tampa, Flonda, begin-
ning at 10:00 AM

A notice of annual meeting and proxy statement, and a
proxy voting card, are mailea to each stockholder in March
together with a copy of the current annual report

A report on the annual meeting, including a summary of
proceedings and the results cf voting on items of business
appears in the June quarter.v report to shareholders

General Offices

The general oifices of Union Carbide Corporation are
located at Old Ridgebury Road, Danbury, Connecticut 06817
(Tel. 203/794-2000)

Stock Exchanges

Union Carbide Corporation stock is traded primarily on the
New York Stock Exchange (Ticker Symbol: UK). The stock is
also listed on the Midwest Stock Exchange and on the
Pacific Stock Exchange in the United States, and overseas
on the exchanges in Amsterdam, Basel, Brussels, Frankfurt
Geneva, Lausanne, London, Paris, and Zurich

Stock Records and Transfer

The Corporation acts as its own stock transfar agen: through
Shareholder Services, Union Carbide Corpcration, Tarry-
town, N.Y. 10591 (Tel. 914/789-3651)

Shareholder Services maintains stockhclder records
transfers stock, and can answer questions regarding
stockholders accounts, including dividend reinvestment ac-
counts. Stockholders wishing to transfer stock to someone
else or to change the name on a stock certificate, should
contact Shareholder Services for assistance

The Registrar is Manufacturers’ Hanover Trust Company
4 New York Plaza, New York, N.Y. 10004

Dividend Reinvestment

Through Union Carbide's Dividend Reinvestment and Stock
Purchase Plan. stockholders may purchase shares free of
commissions and service charges

A prospectus explaining the plan in detail may be obtained
from Shareholder Services, Union Carbide Corporation, P.O
Box 340. Tarrytown, N.Y. 10591

Inquiries

Inquinies about stockholder accounts and dividend reinvest-
ment should be directed to Shareholder Services, at the ad-
dress and teiephone number indicated above
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Inquiries about Union Carbide as an investment or quas-
tions about the company should be directed to Investor Rela-
tions, Section D4, Union Carbide Corporation, Old Fidgebury
Road, Danbury, Connecticut 06817 (Tel. 203/794-6446)

Investor Insight,” @ package of financial material that
recap tulates quarterly resuits, is available upon written re-
quest to Investor Relations at the address above

Form 10-K and Other Reports

A Form 10-K Report for the year ended December 31, 1982
will be available in April of 1983. A copy may be cbtained
without charge upon written request to the Secretary at Union
Carbide Corporation, Section D4, Old Ridgebury Road, Dan-
bury, Connecticut 06817

Quarterly financial statements are mailed to stockholders
in March, June, September, and December

The Corporation annualiy publishes a list of organizations
receiving charitable, educational, cultural or similar grants of
$5,000 or more made by the Corporation or its subsidiaries
during the preceding year. A copy may be obtained without
charge upon written request to the Secretary at the address
above

Union Carbide Corporation supports the operation of the
Union Carbide Corporation Political Action Committee as
authorized by, and in accordance with, Federal law. Share
holders desiring additional information about the activities of
the Committee may write to the Secretary at the address
above

Publications

The followirg are available from the Public Affairs Depart-
ment. To obtain copies, write to Key Issues, Box Z-7, Union
Carbide Corporation, Oid Ridgebury Road, Danbury, Con-
necticut 06817

* “Natural Gas: A Burning Issue for Union Carbide”—Impact
on Union Carbide of Congressional decisions on natural gas
policy

* “Quiet Crisis in American Agriculture”—Challenges facing
U.S. agriculture and the chemical industry that serves it

* “Energy Efficiency: How Good a Job Can Industry Do?" —
How industry responds to economics of the energy market-
place —and how government can help

¢ “Key Public Issues 1983" —Union Carbide's positions on
issues most critical to the Corporation

* “Natural Gas Policy: Seeking Workable Solutions” —
Problems created by the Natural Gas Policy Act of 1978 and
possible solutions

* “Electricity Pricing: Choices for the 80's”—American atti-
tudes on electricity pricing and economic growth




