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Welding Rod Litigation: Unlikely to become
the 'next asbestos’

We recently attended a welding rod litigation conference, featuring plaintiff and defense
attorneys as well as medical experts. Atissue is the concern that manganese in welding
rods can lead to neurological disorders, such as Parkinson’s disease. Welding rod
litigation has garnered more attention in the past year as the plaintiff bar won its first
verdict in October 2003 in the Elam case, signaling the possibility of mass tort litigation
(similar to that of asbestos and tobacco) could increase. Our takeaway: While the flurry
of additional claims filed and unpredictable nature of varying juries and jurisdictional
locations around the country could prove a headache for defendants, we believe mass
tort litigation (i.e., asbestos) is unlikely to occur in the near-term as plaintiff attorneys
continue to be challenged to provide medical proof of a causational link between welding
fumes and Parkinson’s disease. Nonetheless, the Elam case demonstrates the plaintiffs
can win verdicts, despite limited medical evidence currently available, making welding
rod litigation a risk to monitor. Industrial gas companies such as BOC and a predecessor
company of Praxair have historically manufactured such products and Airgas and Air
Products have distributed them.

Full details

THE BOTTOM LINE In our view, the important takeaway for chemical investors from
this conference is that welding rod litigation for companies such as BOC, Praxair, Air
Products and Airgas is unlikely to become the next asbestos scenario as the medical link is
not as clear (asbestos is a carcinogen). Furthermore, at the conference we happened to be
seated next to a plaintiff attorney with 15 years of experience in asbestos litigation who
claimed she does not believe welding rod litigation will gain the mass tort momentum
similar to asbestos due to the greater challenges in providing undisputable medical proof.
This is purely anecdotal and the opinion of just one individual, but appears to validate the
claims of the defense.

Although we left the conference feeling more confident about the defense’s stance, we
would caution that the headline risk will likely remain a concern from an investment
perspective. In addition, we would highlight that history can provide other types of mass
litigation that ended up being a significant problem, despite the lack of substantial medical
evidence. For example, PCB litigation became a considerable issue for Solutia a few years
ago, when plaintiffs filed class action suits against the company, alleging medical problems
such as acne, emotional distress, and fear of future health issues arising from exposure to
PCBs. Despite Center for Disease Control (CDC) studies that showed no health—related
link due to PCBs leaching into the ground and water, Solutia and Monsanto ultimately
settled the cases for approximately $600M. Thus, while we expect the welding rod
litigation to be manageable, history shows nothing is certain in front of a jury.

WHAT IS THE CLAIM? Welding rods contain manganese and fumes given off during
welding can cause Parkinson’s disease or other similar neurological disorders, such as
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manganism. In addition to the contention that welding fumes lead to manganese—induced
Parkinson’s disease, the plaintiffs allege that the welding rod industry (manufacturers, distributors,
welding associations) was aware of the dangers and failed to properly warn welders and therefore,
is negligent.

To support its position, the plaintiff bar has outlined a chronological timeline, demonstrating that
the impact of manganese overexposure has a long history as Parkinson’s disease was identified in
1817 and the first case of manganese poisoning was reported in 1837. The first two cases of
manganese poisoning in welders were reported in 1932. To support its claim of industry
negligence, the plaintiff attorneys highlight that the first industry—approved caution label was not
placed on welding rod products until 1967.

THE DEFENSE The central tenet of the defense’s case is that there is no established medical link
between welding fumes and Parkinson’s disease (PD), based on the fact that medical experts have
agreed that the causes of PD are unknown and welding activity came about in the 1920s, more
than 100 years after PD was first identified by James Parkinson. Furthermore, four of the
plaintiffs’ medical experts in the Elam case were unable to conclude in their depositions that
exposure to welding fumes causes PD or manganism. Unlike asbestos and tobacco that are
carcinogens, manganese is a naturally occurring element and necessary for good health (manganese
can be found in meat, grains, water, etc.), and studies have not determined what specific level of
manganese is considered overexposure, although the Occupational Safety and Health
Administration (OSHA) has established a manganese limit of 5 mg/m3.

The industry does acknowledge that high levels of manganese can be toxic, but asserts there is no
scientific evidence to prove that the manganese from welding fumes results in overexposure.
Indeed, an estimated 90% of welding activity in the US is what is known as "mild" welding,
meaning that manganese is approximately 6%—10% in the fumes versus hard steel welding (e.g.,
railroad work) that has an estimated 40%—60% manganese exposure (estimates presented by
Elam defense attorney). The manganese exposure from welding is unlikely to be toxic,
particularly if the area is properly ventilated. Moreover, there have been no reported cases of
neurological injury in the US or Canada from mild steel welding (established in the October 2003
Elam case).

From the negligence perspective, the defense points out that the industry did not conceal
information about the potentially harmful effect to welders of breathing concentrations of fumes
and gases, noting that the American Welding Society (AWS) began to require caution labels on
welding rod products in 1967. Furthermore, the Occupational Safety and Health Administration
(OSHA) adopted an almost identical warning to that of the AWS in 1972. Notably, although
there were 2 cases of manganism reported by welders in 1932, no additional cases were reported
until the 1980s and the defense has disputed the conclusions of these reports. If welding leads to
manganese toxicity, the defense contends that it is surprising there were no incidents reported in a
50—year span, particularly given the significantly high level of welding activity following World
War 1.

WHO IS INVOLVED? The primary focus for the plaintiffs’ suits is the welding rod industry,
including the National Electrical Manufacturers Association (NEMA) and the American Welding
Society (AWS) as well as welding rod manufacturers, welding equipment manufacturers, and
sellers and distributors of welding products. The three defendant companies involved in the Elam
case were Lincoln Electric, Hobart (lllinois Tool Works) and Airco (The BOC Group), however,
similar to asbestos litigation, the plaintiff target list is far— reaching. For example, there have
been some class action filings that name multiple parties believed to be involved somewhere along
the supply chain, such as the White case in the Northern District of Illinois that names 24
defendants such as Lincoln Electric, Hobart, and Airco as well as other companies like General
Electric, Caterpillar, Viacom and Westinghouse.

BACKGROUND Only 9 welding rod litigation cases have gone to trial since 1992, with the juries
finding for the defense in all of the cases except the Elam case in October 2003. Not surprisingly,
the Elam verdict has become a rallying cry for the plaintiff bar that seeks opportunities in mass
tort litigation and has resulted in a flurry of filings over the past six months or so, with the total
number of filed suits estimated somewhere between 8,000—15,000. This number could continue
to grow, given that there are approximately 800,000 welders in the US. PX has been named in
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190 cases, BOC in 172 and ARG in about 100.

Although this is a sizable number of pending cases, class action status has been withdrawn by the
plaintiffs due to lack of commonality (e.g., different welding environments, different levels of
exposure, different rods used, etc.), likely reducing the scale benefits for the plaintiff attorneys
trying the cases. Furthermore, approximately 4,000 of the cases are at the federal court level,
which is typically less desirable to plaintiff attorneys than district or state jurisdictions. Therefore,
we would not expect to see mass tort litigation in the near—term, but believe the risks could
increase longer—term, particularly if the claimants are successful in winning additional cases in
more traditionally "plaintiff— friendly" jurisdictions, such as Madison County, IL (location of Elam
trial).

I, Robert Koort, hereby certify that all of the views expressed in this report accurately reflect my
personal views about the subject company or companies and its or their securities. | also certify
that no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this report.
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APPENDIX 1: DISCLOSURES

Company-specific regulatory disclosures

The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, "Goldman Sachs") and
companies covered by the Global Investment Research Division of Goldman Sachs and referred to in this research.

Goldman Sachs beneficially owned 1% or more of the common equity (including derivatives exercisable or convertible within 60 days but
excluding positions managed by Goldman Sachs Asset Management) as of the month end preceding this report: Airgas Inc. (OP/A, $20.95).

Goldman Sachs has a net short position of 1% or more of the share capital: Airgas Inc. (OP/A, $20.95).

Goldman Sachs has received compensation for investment banking services in the past 12 months: Air Products & Chemicals Inc. (IL/A,
$47.94), Airgas Inc. (OP/A, $20.95) and Praxair Inc. (IL/A, $35.77).

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Air Products &
Chemicals Inc. (IL/A, $47.94), Airgas Inc. (OP/A, $20.95) and Praxair Inc. (IL/A, $35.77).

Goldman Sachs has managed or co-managed a public offering in the past 12 months: Airgas Inc. (OP/A, $20.95).

Goldman Sachs is a specialist in the securities (including derivative securities): Air Products & Chemicals Inc. (IL/A, $47.94).

Distribution of ratings/investment banking relationships
Goldman Sachs Research global coverage universe

Rating Distribution Investment Banking Relationships
OP/Buy IL/Hold U/Sell OP/Buy IL/Hold U/Sell
Global 26% 54% 20% 73% 66% 60%

As of January 1, 2004, Goldman Sachs Global Investment Research had investment ratings on 1,727 equity securities.
Goldman Sachs uses three ratings - Outperform, In-Line, and Underperform - reflecting expected stock price performance
relative to each analyst's coverage universe, on an unweighted basis with regard to market capitalization and with a
12-month time horizon. On a global basis, Goldman Sachs seeks to limit Outperform ratings to approximately 25% of ratings
and to have at least 10% of ratings Underperform; however, variations from such percentages in certain analysts' ratings
and in geographic regions may exist from time to time. Each analyst also assigns a coverage view - Attractive, Neutral, or
Cautious - representing the analyst's investment outlook on the coverage group. NASD/NYSE rules require a member to
disclose the percentage of its rated securities to which the member would assign a buy, hold, or sell rating if such a system
were used. Although relative ratings do not correlate to buy, hold, and sell ratings across all rated securities, for purposes of
the NASD/NYSE rules, Goldman Sachs has determined the indicated percentages by assigning buy ratings to securities
rated Outperform, hold ratings to securities rated In-Line, and sell ratings to securities rated Underperform, without regard to
the coverage views of analysts.
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Airgas Inc. (ARG)

Currency: U.S.

Goldman Sachs rating and stock price target history
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Air Products & Chemicals Inc. (APD)
Goldman Sachs rating and stock price target history
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Praxair Inc. (PX) Currency: U.S. Dollar
Goldman Sachs rating and stock price target history
40 I 1,400
35.50 |
35 Mﬂ, A n 33.50-! 1,300
\\‘\/‘\ /]V W =% 1,200
AN !
30 L v‘\ I 1,100
"-\ L]
25 a hdad ! 1,000
900
20 | 4 Y v 1
N 800
15 700
& JAug 7 Oct 1 Mar 27
S MO NB MO [
~ L) ) T ) 1 1 T L) 1 L) T ) 1 1 T ) L) x (D
3] F M A M J J A S O N D J F M A M J J A S O N D %_9
% 2001 | 2002 i
Source: Goldman Sachs Investment Research for ratings and price targets; Reuters for daily closing prices as of 01/01/04.
4 Sep 27, 2002 to RL from MO [ Rating == Covered by Robert Koort, CFA,
Nov 4, 2002 OP ) as of Mar 22, 2002
m Price target = = Not covered by current analyst
X Price target at removal : New rating system as of 11/4/02
— S&P 500; pricing by
FactSet

The price targets shown should be considered in the context of all prior published Goldman Sachs research, which may or
may not have included price targets, as well as developments relating to the company, its industry and financial markets.
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Regulatory Disclosures

Disclosures required by United States laws and regulations:

See company-specific disclosures above for any of the following disclosures required as to covered companies referred to in this report:
acting as a financial advisor, manager or co-manager in a pending transaction; 1% or other ownership; compensation for investment
banking, managed/co-managed public offerings in prior periods; directorships; market making and/or specialist role.

The following are additional required disclosures:

Ownership and Material Conflicts of Interest: Goldman Sachs policy prohibits its analysts, persons reporting to analysts and members of
their households from owning securities of any company in the analyst’s area of coverage.

Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues.

Analyst as Officer or Director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their households
from serving as an officer, director, advisory board member or employee of any company in the analyst’s area of coverage.

Distribution of ratings: See the distribution of ratings disclosure above.

Price Chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if electronic format or if with respect to
multiple companies which are the subject of this report, on the Goldman Sachs website at http://www.gs.com/research/hedge.html.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States:

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United
States laws and regulations.

Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations
Act.

Canada: Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for, this research in Canada if and to the extent it
relates to equity securities of Canadian issuers. Analysts may conduct site visits but are prohibited from accepting payment or
reimbursement by the company of travel expenses for such visits.

Germany: See company-specific disclosures above for: i) any net short position or ii) management or co-management of public offerings
in the last five years as to covered companies referred to in this report.

Hong Kong: Further information on the securities of covered companies referred to in this research may be obtained on request from
Goldman Sachs (Asia) L.L.C.

Italy: Further information on any of the securities referred to in this research may be obtained on request from Goldman Sachs S..M. S.p.A,,
Passagio Centrale 2, 20123, Milan.

Japan: See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities
Dealers Association or the Japanese Securities Finance Company.

Korea: Further information on the subject company or companies referred to in this research may be obtained from Goldman Sachs (Asia)
L.L.C,, Seoul Branch.

Singapore: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore)
Pte.

United Kingdom: Persons who would be categorized as private customers in the United Kingdom, as such term is defined in the rules of
the Financial Services Authority, should read this research in conjunction with prior Goldman Sachs research on the covered companies
referred to herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risk
warnings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs International on request.

Ratings and other definitions/identifiers

Rating system
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Definitions of ratings

OP = Outperform. We expect this stock to outperform the median total return for the analyst’s coverage universe over the next 12 months.
IL = In-Line. We expect this stock to perform in line with the median total return for the analyst’s coverage universe over the next 12
months.

U = Underperform. We expect this stock to underperform the median total return for the analyst’s coverage universe over the next 12
months.

Other definitions
Coverage View. The coverage view represents each analyst or analyst team’s investment outlook on his/her/their coverage group(s). The
coverage view will consist of one of the following designations:

Attractive (A). The investment outlook over the following 12 months is favorable relative to the coverage group’s historical fundamentals
and/or valuation.

Neutral (N). The investment outlook over the following 12 months is neutral relative to the coverage group’s historical fundamentals
and/or valuation.

Cautious (C). The investment outlook over the following 12 months is unfavorable relative to the coverage group’s historical fundamentals
and/or valuation.

CIL = Current Investment List. We expect stocks on this list to provide an absolute total return of approximately 15%-20% over the next 12
months. We only assign this designation to stocks rated Outperform. We require a 12-month price target for stocks with this designation.
Each stock on the CIL will automatically come off the list after 90 days unless renewed by the covering analyst and the relevant Regional
Investment Review Committee.

Other ratings/identifiers

NR = Not Rated. The investment rating and target price, if any, have been suspended temporarily. Such suspension is pursuant to Goldman
Sachs policy in circumstances when Goldman Sachs is acting in an advisory capacity in a merger or strategic transaction involving this
company and in certain other circumstances. CS = Coverage Suspended. Goldman Sachs has suspended coverage of this company. NC =
Not Covered. Goldman Sachs does not cover this company. RS = Rating Suspended. Goldman Sachs Research has suspended the
investment rating and price target, if any, for this stock, because there is not a sufficient fundamental basis for determining an investment
rating or target. The previous investment rating and price target, if any, are no longer in effect for this stock and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable. NM = Not Meaningful. The
information is not meaningful and is therefore excluded.

Previous rating system definitions (prior to November 4, 2002)

RL = Recommended List. Expected to provide price gains of at least 10 percentage points greater than the market over the next 6-18
months. LL = Latin America Recommended List. Expected to provide price gains at least 10 percentage points greater than the Latin America
MSCI Index over the next 6-18 months. TB = Trading Buy. Expected to provide price gains of at least 20 percentage points sometime in the
next 6-9 months. MO = Market Outperformer. Expected to provide price gains of at least 5-10 percentage points greater than the market
over the next 6-18 months. MP = Market Performer. Expected to provide price gains similar to the market over the next 6-18 months. MU
= Market Underperformer. Expected to provide price gains of at least 5 percentage points less than the market over the next 6-18 months.

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and
pursuant to certain contractual arrangements, on a global basis. Analysts based in Goldman Sachs offices around the world produce equity
research on industries and companies, and research on macroeconomics, currencies, commodities and portfolio strategy.

This research is disseminated in Australia by Goldman Sachs JBWere Pty Ltd (ABN 21 006 797 897) on behalf of Goldman Sachs; in Canada
by Goldman Sachs Canada Inc. regarding Canadian equities and by Goldman Sachs & Co. (all other research); in Germany by Goldman Sachs
& Co. oHG; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in Italy by Goldman Sachs S.I.M. S.p.A.; in Japan by Goldman Sachs (Japan) Ltd; in
the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs JBWere (NZ) Limited on behalf of
Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte.; and in the United States of America by Goldman, Sachs & Co. Goldman
Sachs International has approved this research in connection with its distribution in the United Kingdom and European Union.

General disclosures in addition to specific disclosures required by certain jurisdictions.

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information
that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our
research as appropriate, but various regulations may prevent us from doing so.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have
investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment
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Research Division. We may seek investment banking or other business from the covered companies referred to in this
research.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and
our proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area,
our proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or
views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity analysts, will from time to time have long or short positions in,
act as principal in, and buy or sell, the securities or derivatives (including options and warrants) thereof of covered companies referred to in
this research.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation
would be illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial
situations, or needs of individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their
particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of the investments referred
to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns are not
guaranteed, and a loss of original capital may occur. Certain transactions, including those involving futures, options, and other derivatives,
give rise to substantial risk and are not suitable for all investors. Current options disclosure documents are available from Goldman Sachs
sales representatives. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain
investments.

Our research is disseminated primarily electronically, and, in some cases, in printed form. Electronic research is simultaneously available to
all clients.

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, One New York Plaza,
New York, NY 10004.

Copyright 2004 The Goldman Sachs Group, Inc.

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior
written consent of The Goldman Sachs Group, Inc.
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