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PURPCEE 

To pmsent the necessary data and estimates tc permit financial eppraisal of the 
propesed production equipment expenditure for Thermobestos {Amcsite) Pipe Covering 
and Thermoflex Insulating Har kets. 

CONCLUS IOW 

* Recommendation for action is contingent upon the outcome «f the financial appraiszl, 

SUIPARY 

The Sales Department propeses to acd Thermoltestos Pipe Covering to the Insulations 
line to overcome our inability to compete with "UnibestosTM and preveat further 
loss of sales contracts. Tne forecasted sales total 100,000 secticn, $L22,000 
list value and $325,000 net value, 

It is proposed to revise the present Research pilot nlant pipe covering machine 
for the manufacture of all size Thermobestos covering as well as Thermoflex 
Insulation blankets. In addition to the estimated $30,000 replacement value of 
useful Research facilities an additional equipment exmenditure of £56,3Li is 
required. 

TRE TO COMPLETE 
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Cengrel . 

fhe Sales Cepartzent ccntends that bocavse of cur inatility to furmish insulation 
ccoparable and ceopetitive with the Unicn isbestos, “Unibestest, J=i lost specific 
gpplied insulation contrzcts in 19LE in excess of £2,252,000 plus many other 
unlistec centracte, (Enclosure C). 

On the basie of the 1F% average gross prcfit for all applied contractes completed 
end billed in 19L6, this represents a loss c¢f petentizl grose profit of $338,000 
on these specific coatrazte, In additica there is & loss of profit on the 
insuisting material (Magnesiz, Supcrex, and ciier insulations) with a sales value 
of £676,500 (material szles value on this type of contract eppre:=mates 305 of 
the contrect price). 

Jobns=lanville has no insulatioz in the produvct line to ccumpete with the single 
leyer, tcugh, removeble and replaceable guzlitice of Unibestcs, In the Houston 
aree, #agnolia Pétrcleum is the only oil company that does not rpecify Unibestos. 
Inaemuch as many centractors {Foster-theeler, Fellcge, Luzmue and others) will 
rot split up Jobs, and many owaers r:fuse to concicer more than cne insulating 
contractor on the Job, Jonns-lanville losee not only the amosite insulation sales 
but the Magnesia and Superex sales as well. In rmany instances we cannot even 

L] 

Thermobestos Pipe Covering 

The need for an emosite pipe covering was apparent over ten years ago, and Research 
has had 2 product under active developzent {except for the periods of wartime 
interrupticn and amosite shortages) since that time. Installaticn cf the original 
pilot plant equipment was completed ih 19L6, The sodium silicaie bonded amosite~ 
perlite covering (Thermobestos) that has been S:zveloped is now competitive in 
every respect with the "Urnibestcs" coverirz. 4n initial corder of Thermobestos 
covering is now being made cn the pilot rlant eguiprment uier Research supervision 
for use on the Carthage Fydrocol contract., Tith the exception of cdesign and 
mecharical limitations of the pilot plant equipment, the initi2l production run 
is satisfactory. 

Product and manufacturing equipment develcpment has rei2ched the point where Sales, 
Fesearch, and Producticn agree that product cecmercizlizetion is desirable and 
necessary. 

Thermoflax Insulaticn Rlankets 

The Thermcllex Insulaticn Blankets now in the 
cn Thermobestos pilot plant eqguiipzenv, Inz2ezmu 
the pipe covering unit without loss of eflizien 
for £9,828 fer the insiallsticn of 2 blamxzt o 
year nas bteen held up at the Divieion level un tae availatle capzcity of the 
pipe cocvering produsiicn eguiprent could e felsmined. Financial analyeis B-5-L9 
of the Manviile eppropriatizn indicated that the wrpenditure of £9,828 would be 
recovered {rom earnings a&fter incore tzxes viilin cne msnth,. 

gular J~4 product line ere produced 
as theze blonkets can te fermed on 

vy sianville Appreprizition 931-U-199 
in: to produce 20,000 felts per 
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srcsite Fitre Linitation = Fioe Covering 

Lgreenent between Cape Astestos &nd Unicn Astesics & fubber limits ancsite {ibre 
1s2ge irn pipe ccvering (aot irsulation bliniiets ) to that amount required for 
ancsite pipz covering scld cn the bacis of an accessory material, It is estimated 
that wp to 500 tens per year of amcsite fitre can be uzed for pire covering 
without cbiecticn. This =mount of fibre is availatls to o= for use in pipe 
covering. 

Sales Forecast 

The Sules ferecast indicates 2 requirement of 1CG0,000 sections of Thermobestos Pipe 
Covering in all pire sizes 1/2" through 30". Calcuztions based on the Sales fore- 
cast breakcomn convert this tc 1,240,000 beard feet with & list value of £L22,000. 
Sales value of this material, at the anticipeted average discount of 23% off list 
(including crating and canvas Jacketing) is £325,0C0 (Enclosure B). Amosite 
fivre required for this velums of sales is estixated at 900,000 pounds of Amosite 
(LSO tens). 

Equipment Eequirenents 

Research Ccmmercialization Project Proposals L33-CPP-1 (3-31-L9) and L33-CPP=2 
(8=26=L9) recamended; 

&, the installation of a second machine to manufacture insulating 
tlznkets and pipe covering in pipe sizes 1L" and over, 

b, design and mechanical changes to the existing pilot plant egquip- 
nent to overcame present difficulties in producing pipe covering 
12® and swaller, 

The total required expenditure for the twe foming units, including necessary dust 
collecting and fibre feed equipment would amount to $£0,388 (Enclosure A). 

Inasmuch as (a) sales forecasts will require only 2 shift operation of one machine, 
and (b) no opzrating efficiency will be lost by the move, the Prcduction Department 
proposes tc equip the revised pilot plant machine to produce all size pipe cover- 
ings as well as insulating blernkets. This can be accorlished at a considerable 
reducticn in expenditure over the Fesearch provesal lfor 2 machines, The estimated 
expenditure for mechanical changes and additizns Lo the pilot plant equipment to 
perait optizur eperating efficiency totals ££6,3h) as folliows: 

. 

Frepesed - one Univessal Pine Cevering & Elanket Machine 

2. General Tntineering Report £14 eztimate $17,772 
Rerearch mecormonucd additicns 2,200 

- 
$19,992 

be Tmst Coatrel - foming 8,600 

Tetal cest of pipe mochine for w» to 120 £28,592 
ripe at 2 capacity eguivaien’ to 350F of 
azesit i 
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C. hZbec ccst to irereszs smzil - Iips prudrelion 
rate i an estimeied maxinm of 700%4/hour 
axosite for 12" pipe 

& 

1. new tramell fibre feed 22,332 
2. new fibtre cross feed 935 
3. atiriticn mill vith incepen~ €,415 

dent drive 
L, less item x #£i€ estimzte =1,5L0 

amosite fibre fred £10,1L2 

Total cost of pipe feming mechine, small £38,724L 
pipe, at saticsfacicry profuction rate 

d. Added cost for large pipe covering 1u® end 
over 

1. hydraulic forming vokes $1,100 
2. monerail 660 
3. hoists (3) 1,200 
L. mandrel removing device 1,100 
5. mancrel ceating device 1,100 
6. reverse cven couveyor 550 
7. replace 2 « 30° mandrels 1,000 
8. rolling and epray uzit 2,200 
9. 6 extra mandrele . 2,200 . 

22n, 2L, 26n, 30m, 25¢ — e1,c10 

Total forming equipment $L9,7LL 

e. Added cost - finishing, dust control 6,600 

GRAND TCTAL £56,3LL 

Replacezent Value -~ Pilot Plaxt Equipment 

It is estimated that the replacement value of that poriien of existing pilot plant 
equipnment that will be incluced in the procuction set up is apprreximately £30,000. 

¥achine Hours Required 

Kachine hours required for the formation of the ferecast volums and assortment of 
pipe covering are calculated as follcws: 

(2) The forecast 227,000 I in pipe sizas 1/2% through 3" in thickmeszses 
through 2" require 102,000 1hs. cf smosite. Production hours 2t an 
average amosite usage rate of 350 1bs pzr hour total LéS hcurs 

(b) The forecast 823,000 Ei in rezeining pipe sizes through 12% in 211 
thicknesses require 590,000 lbs of Amesite. Productien heours at 
tle estimated zverage amccite usage cf 55C lbs per hour totzl 1500 houss 
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ameesove mmar 

fc) The forecast 15u,000 T7 in pipz sizes JL4" and over require 
139,000 1us of inosite. Production hours at the estimated 

280 hours average anosite usage of 500 lbe per hour total 

(d) The forecast 30,000 insulaticn blankets at the average 
production rate of 11.2 per hour require 2700 hours 

Total L9LS hours 

Estimated Out-of=-Pocket Producticn Ccsts 
on Proposed Equipment 

The estimated anmual out~af-pocket cost to produce the forecast sz2les of 100,000 
secticns with a net sales value of §325,000 is developec as follows: 

a. Naterial 

Amosite fibre 
900,020 1ts, € §,070L5 §63,500 

Sodium Silicate 27° Boume 
1,600,000 1bs @ £.008 12,800 

Perlite 
385,000 1bs € $.075 29,000 

Mandrel coating 
Vater = 20 gallons/hr = 22L5 hrs -— 
Sand - 30 lbs/hr G $.00L13 for 22L5 hrs 280 
C:C - ,15 lbs/hr @ £.75C for 22L5 hrs 250 
#30 motor o0il - ,6 1lbs/hr @ $.082 for 22L5 hrs 110 

Cartons 
Estimated 25,000 cartons @ 8.80 each 20,000 

Cenvas 
Estimated 100,000 yards € $.125 per yd. 12,500 

Fuel 0il -~ drying 
20 gels/hr x 2245 hrs € 8.099 per gal. L,L50 

t. Ilateor 

Forcing 
Pipe covering to 1L pipe eize 1935 hours € 
£6.52 pzr nour (S zman crew) X2, 6800 

Ping covering 1L" pipe size and over 280 hrs 
¢ $5.22 per heur {L man crew) 1,500 

Truck to e reca 
1350 m2n hewss € §1.31 1,500 

tt to 360 
3500 men heurs € $£1.31 (3C pes/hr overall est.) L,500 
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b, ‘wabos (Centtc) 
A Aa— 

Slit 
3500 men hours € $1.31 (30 pee/i= est.) $ L,500 

Canvas 
1000 men hours & £1.20 (100 pce/man hr) 1,200 

Pack 
3500 man hours & £1.31 {30 pcs/hr est.) L,500 

¥achine change 
2245 heurs € L min./operating hour @ 1,000 
£6.52/hour - 

c. Variahle Overhead - Added 

Repedr lubricetion and Mainterance labor 
timate LCO hours 8 $£1.50 600 

Repair and Baintenance materials - Estimate koo 

Power 
2215 hours @ §.L0 per hour 900 

Handling and Recelving 
12 months & $125/month 1,500 

Benefits Attributable to Elements 
of Proposed Expenditure 

Pipe Covering is nor being preduced for sale on the Research pilot plant equipment 
now installed in "C" Building &t Manville. Although the pilot plant equipment 
makes a precduct of acceptable gquality, design and mechanical wsaknesses prevent 
continuous production cperation withcut excessive rejects, excescive laber, and 
excessive maintenance. The rate of producticn is limited by the low cepacities 
of the pilot plant attritien mill and certain other equipment. 

The benefits attributable to the elements of the proposed expenditure of $56,3LL 
are as follows: 

&, Revisions to the existing pilct planl equipment for pire covering through 
12" pipe size, as reccmended by Reseamch U33=CPF~2 and General Engineering 
Report £16 and subsequent Research additiens - £19,992. 

Ependiture of this sum is nacessasy te: 
1. Reduce the fcerminz machine crew fram 7 to 5 men. 
2. FReduce rejects and lest productiien by 152 of total production. 
3. Recuce swall plpe covering sctmup and machine adjvstment 

downtime by an estimsted 15C hours per year (et §6.52 per hr.) 
L., Improve the quzlity of ihe pipe covering by insuring a mcre 

uniferm density. 
5. HReduce the cost of machine repairs b an estimated §2,000 

per year, 
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V- ononn Tz ziwenditure 2f T4 by 
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siper 3820 for forming nichie cest contrel equipment 
¢ protect the 

\'A 

is necessary the sefety wnd cewdth of emnlcorzes, 
R, 

The espenditure of “he asditional S1C,3L2 for an sttrition mill and 
£ibre feed is necessary tos 

1. FEeplace the worn cub pilot plaat atir: »ion mill with 
cne of lamger capacity, (etrict replecenent cost $L500) 

2. crease the amosite producticn rate on 211 pipe covers 
ing over 3* x 2" and less than a4 (823,000 E!) frea 
350 1bts per hour to an average of 550 los per heur, 
(3" IS - 350 ibs/ar, 12" IFE - 700 lts/hr). 

3. Increase the ameosite producticn rate for all pips 
covering 1k" and over from 350 1bs per hour to 500 1bs 
per hbour. 

The expenditure of an additional £11,010 is resuired to permit the 
efficient manufacture of pipe cove"mg il" and over as well as 
insulsticn blankeis, cn the reviscd pilot piant equirment, 
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Tteszdbestos Pime Covering 
Trermoflex Elancetn 

Besearch Proposgle 

1. 

2. 

3. 

L23-C7P=1 - Therzolestos Fipe Covering 

Proposed to build & ne« Dechine to produce Therzoflex 
blenzets end pipe cocvering 14" and over 

&. OCen, Engr. Report £1L estimate 

sdéitional for Cust contrel 
Replace 2 - 32" mgnérels 
Additicael for inlependent 

atiriticr =411 2rive 

b23-CPP~2 ~ Thermedestes Pipe Covering 

Proposed t¢ moldily the present unit to produce Pipe 
Covering in eires up %o zud including 12" 

a. Gen, Eagr, Report ¥16 estizetle 

bP. Resesrch recoamenied ziditions 
1. new conveyor spfey bead §1 €50 
2. cheuge pre-set oven epeed 550 

¢. Additionsel for dnet control 

Total to perzit 3 
Lmosite pe 

6. Additienzl tc i: 
15 B¥ enl over = 
(12" 1.2.8.) 

cresse producticn rate all sizee 
zom 250 B¥/hour to 700 E¥/hour 

1. ¥Fer Sresvsil fest 
2. Iiter Izeder exi pipicnc 
Je &ttziticp zili, diziepenient drive 

4, Zegs 4tz2z i Femory T1€ - Zrox Anmosite Feed 

foie) « Forzipgs Tzits 

Piziering Ead Zust Cormtrol 

GRAXD ICTAL 

$2k 35k 

8,600 
1,000 

1,200 

$35.054 

$17.792 

2,200 

8,609 

28,592 

$63. 646 

2.332 

B. i15 
11,682 

- 1. 85L3 10,142 

§73.788 

6,620 | 

$80.388 
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« EHCLOETEZ T 

Division Headquertsrs 
September 15, 19LS 

R. %. Dobson 

Thermobestos Selling Prices 
(Your letter Septerber 13) 

¥e expect to sell Thermobestos at prices which will net the company 
23% discount f.o.b. fzctory for pipe covering &nd blocks. This is 
en average price for all classes of trade. It includes crating. 
The pipe coverinz should include a canvas Jacket. 

Incidentally, my fcrscast for Thermobestos ie dated July 9, 1945, and 
calls for approximately 435C,000 1ist value the first year. 

H. N. DOSTHFR 

ces 

A, Cromvell 
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—m srrte—e o, 
PN S Y 7 I 

Division Heedguarters 
Yay 18, 1949 

He Ao Xleszlbzch 

Effect of ‘hermobestos on Contract Securemsnts ~ 1948 

You are fully familiar with the fect that our Contract Units are pleced at 
& considerable disadvantege when competing with Unibestoe because: 

(1) Where opesrating temperatures exceed 600°F, we must use two- 
layer constraction, except in the narrow range from 600°F to 
700°F where Spongefelt might be used. 

(2) Y¥Yhere pips sizes are 12" and over, we must use segmenial pipe 
covering at all oparating temperatures except temperatures 
below 700°7 where Spongafelt might be ussd. 

(3) In cases (1) and (2), the price of Spongefelt is prohibitive 
when we are competins with Unibestos snd it is generally 
imprastical to have so nmery different typee of material on 
& contract. 

(L) In some cases Thermobastos type o" pipe covering was specified 
outright by the desim enginesrs, 

I have discuseed with ¥r. L. A. Baldwin the estimate of insulation contracts 
lost during 1948 due to Thermobestos not being available, and 1list the following: 

Citcon 1,000,000 Leke Charles, la. 
Std. 011 of Chio 200,000 Lime, Ohio 
Contenental Oil 250,030 Denver, Colorado 
Crowm Pet. Copany £0,C00 Houston, Taxas 
Lion 0il Corpany 252,003 Z1 Dorado 
Humble Oil Company 255,000 Baytown, Texas 
Shell 0il Co. (3 jobeg) 23,000 

TITAL COWTRLST VALDE 2,255,000 

Houston, Texas 

211 of the jobs ware "Urdt FriceTM comtracts, and it is impossible ‘o secure 
‘an accurate vilue, but vwe belisve the totzl is conservative. 

Tha averegs grose profit £or g1l contracis completed and billed cduring 1543 
was 15% 

kopplying this 15% of gross prifit to the £2,255,000, we have an estimated 
£338,000 of gross profit lost on these contracts. 

Since op this {ype of comiract the avsrage valus of 211 Johns~anville mezterial 
je soproximetely 308 of the selling vrics, we lost the profit on materizl sales 
of approximately £6€76,300 which ~ould heve been used on these cantracts. 

D. D, CREWS 
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Enclosusre L 

e 

EUCLOSURE D 

Therncbestos Pipe Covering 
Porecast ESreakdéom 

Total Sections - 100,000 1ist Valuc £422,C00 
Total Board Keasure - 1,2LL,000 

Thickness ;i;; Siz;ssle.fii;zfl P%pemsuezl.’;:c;izro; 
1 2.5 L6.5 0l 2 

1-1/2 5.6 10,2 1.2 .6 

2 9.5 1.7 1.9 .8 

2=1/2 3.6 2.9 .1 - 

3 126 B.2 2 - 
3-1/2 2l.5S 1.7 7.1 1.3 

L 15.5 L.9 L.B .8 

L=1/2 6 .2 - - 

5 - - 1 2 

8l.L% 96.3% 15.6% 3.7% 
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