
oa! . ) PLAINTIFF’S 

a 
UC-218 

To: Messrs. M. G. Dial 
Date: November 10, 1960 

H. S. Bunn. 

D. B. Benedict Shr Is > ter ber CBR 

A. L. Foscue 

kK. H. Hannan 

; 

B, tason, Jr. 
Misaty 

H. B. McClure 

K. Rush 

E. B. Suydam 

B. Helmer, Secretary 

Copy to: J. F. Shanklin 
Re: Union Carbide Nuclear Compa

ny 

peo Darts 
Construction Budget Request 

Project N-42 

Short Fiber Asbestos Mine 

and Plent in California 

Gentlemen: 

In the course of analysis a
nd review of the supject pr

oject by your 

Comittee, and our own c
ontinuing examinetion, va

rious questions have been
 © 

raised which bring us to the conclusion that we sh
ould approach the davelep

- 

meant of the Corporation asbe
stos resource more deliberat

ciy. With your 

agveemant, we propose to 
defer decision on constr

uction of a commercial p
lant -~- 

but.proceed with a pilot pla
nt and product and sales de

velopment programs 45 

summarized in the attechment.
 

Concern has centered aboct
 the marketability of Coal

inga asbestos 

product -- specifically as to the a
ssured utility of this fibe

r in existing 

uses. No less significant is the great size of the d
eposit, giving rise ac 

some time in the future to possible c
ompetitive operation in the

 area by 

others. We would exp2ct to put a pi
lot unit into operation by 

May, 1961 and 

produce end eell at curr
ent market price 2 suffi

cient number of carloads
 of 

fiber to establish reasonab
ly assured utility by éyll-

scale customer plant 

-ests in a number of applications
. As the tabulation indicates, s

ales value 

approximately should cove
r the operating expenses

 for this unit. 

Our development work in re
zetion of Coalinga fiber -

- such as with 

t 

£62 -- has shown promise t
oward possible development 

of a proprietary product. 

Treated fiber may appreciab
ly reduce the expensive sta

bilizer requirement in 

vinyl tiles -- and we would hope to carr
y this work to customer mill

 test 

st 
ny 

ages during the 1961 presran. 
Additional product development 

work during 

se course of the pilot program 
should extend our knowledge 

and conficence 

in some already promising 
"new use" areas, as well as for existing 

uscs. ct
 

During this year we wo
uld also wish to reexa

mine the possible altere- 

natives with respect to 
control of the deposit,

 including some reasonab
le 

arrangement with the so
-called Tanner interest

s which represent the m
ost 

substantive portion apa
rt from our own. We feel it might be predent to 

explore some basis for investment participat
ion by primary cousumers 

as a 

contribution to market sec
urity.
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There now a
ppears to b

e no commun
ity of inte

rest with J
ohns-Manvil

le 

encourege c
ollaboratio

n ~~ but we
 would be p

repared to 
move accord

ingly if 

qs shoud ‘ch
ang? in the f

uture. Even if John
s-Manville s

hould elect 
to 

asceed with 
sheir tenta

tive plen f
or 4 25,000

 ton-per-ye
er fiber pl

ant on 

e Kera Coun
ty Land are

a of Coalin
ga, We beli

eve adequat
e market st

ill will 

, available 
in tne west

 and Southw
est alone t

o support a
t least a 7

5,000 ton~ 

wroyear Union
 Carbide plan

t as an init
ial step in 

exploitation
 of the prope

rty: 

Various Com
mittee membe

rs have jna
uired as to 

the financia
l results 

* a plant of
 capacity l

ess than 150
,000 tons pe

r annum were
 jnstalied. 

For 

sur informat
ion 4 financ

ial. analysi
s of a 75,0

00 ton Coal
inga asbesto

s plant 

; attached. 
The effect 

of several 
different p

rices has b
een conside

red in 

rder to prov
ide additio

nal perspect
ive. The prices 

given in the
 table belo

w 

re f.0.bD. 2 mill at C
oalinge in 

order to el
iminate the 

effect of a
 changing 

igtripution p
attern on fre

ignt costs; 
48 the orice 

is lowered, 4 nigher per~
 

antage of ‘s
ales would b

e made in th
e western ar

eca. Our previou
sly assumed

 

vice of £62/t
on delivered 

to the custom
er Mev also b

e stated as 8
1,8. 30/ton 

-oeb. Coalin
ga 3s the as

sumed distri
bution patte

rn correspon
ded to a fre

ignt 

ast of 413.7
0 /ton. For comparis

on; we have 
exemined the

 effect of 
a change to 

ne present C
anadian pric

e of S41/ton
 £,0.0. thei

r mill and o
f a change t

o a 

rice of 829 ,
61/ton which

 will exactl
y P i s at the 10% m

arginal 

ate. The several 
criteria of 

interest are
 4s follows 

¢ 

rice - $/ton f
.o.b. Coalinga

 $18.30 $1,100 $29.61 

yerage WIFS -
 $1000 

4,539 
3,002 

2,168 

iscounted Cas
h Flow, % 

29. 
23. 

10. 

wersge ROL, 4 
53. Li. 

r5. 

ay-back Period
, Yrs- 

Leb 5.6 14. 

tet Present V
alue (10% MRR)

 - $4000 
6,655 

L282 
Lo 

This analysi
s is for jll

ustrative pu
rposes only.

 No authoriza
tion for con

- 

struction of
 the mill is

 requested a
t this time.

 

We have give
n considerab

le thougnt t
o proceeding

 with engine
ering 

for 4 commer
cial unit as

 4 parallel 
effort to th

e pilot prog
rem, primari

ly to 

conserve tim
e. However, due

 to uncertai
nties regard

ing the size
 of the ulti

- 

mate vnit, n
e further en

gineering is
 planned at 

this time. 

ation to pro
ceed with o

ur revised 
plan as 

Ye solicit y
our authoriz inate in a 

new comerc
ial 

outlined. Such a progr
es Logically

 should cull
 

proposal at 
some time in

 the futusce.
 

Very truly y
ours, 

Lyten A. Bli
ss 

~2-
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PROPOSED ASBESTOS PR
OGRAM FOR 1961 

Capital Expense Total 

Gost of Holding Claims 
§ 25,000  $ 99,000 $124 ,000 

Product Developme
nt - 

125,000 125,000 

Sales Development 
10,000 10,000 

Pilot Plant Construc
tion 

177 ,009 23,000 209,000 

Pilot Plant Operati
on 

. 

Operating Cost 
$218,000 

Income from Seles 
200 ,Q00 

. 

Net Operacing Cos
t § 18,060 

18,000 18 ,000 

TOTAL 
$202,000 $275,000 $477 ,000 

, 

4 

A10209
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Cost of Holding Claims 

Purchase Payments Committed 
$20,000 

Purchase Payments under Nego
tiation 5,000 

$ 25,000 

Assessment Worle 
; 

350 claims at $100 each 
35,000 

Payments to maintain road righ
t-of-way 

3,000 

Legal Expenses 
25,000 

Survey and Clain Viork 

not applicable to assessme
nt work 

Salaries 
$24,000 

Contract work 
5,000 

Supplies 
5,000 

Vehicle maintenance 
2,000 

36,000 

TOTAL 
$124,000 

The above itemized costs 
pertain only to existing 

Union Carbide 

holdings. Payments and assessment wor
k are for claims already st

aked or put- 

chesed from others. On these properties @ mo
dest surveying progrent w

ill be 

required. Land thet was initinlly stak
ed by us was done in a manne

r that 

allowed raximum area to be s
taked in as short a time as 

possible, This rapid 

program necessarily sacri
ficed some accuracy in claim location. We are now, 

and will need to continue, 
carrying out a survey progr

am to more accurately 

define these claims and stak
e any fractional claims that

 were missed in the 

initial program. 

Product and Seles Developm
ent $125,000 

. 10,000 

These programs, as outlined 
in the covering letter, 

will require 

the services of approximately 
5 people at our Tuxedo laboratory, 

and selling 

effort to obtain satisfactory 
product evaluation,
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Pilot Plant Construction 

Process Equipment 

Modification & Transfer of 

Existing Equipment 

Building Hodification 

Equipment Installation 

Furniture & Fixtures 

Mobile Equipment 

Engineering & Construction 

Supervision 

Contingency ~ 

TOTALS 

Capital Expense Total 

$ 60,000 $ 60,000 

$17,000 17 ,000 

2,000 2,000 

58 ,000 58 ,000 

4,000 4,000 

8,000 8,000 

13,500 13,500 

33,500 & ,0G0 37,500 

$177,000 $23,000 $200 ,000 

The pilot plant will be installed in a rented building in Coalinga, 

California, 
ferred from our Tunedo laboratory. Additional equipment will comprise a 

The basic process equipment for fiber separation will be trans- 

continuous drier, a bag packeging machine for product, and matertals handling 

equipment to allow for continuous operation. 
* 

The design capacity of the pilot plant will be one ton per hour of 

product (approximately 2 tons per hour of ore feed). - 

It is expected that construction will require 4 to 5 months, allowing 

start-up about May 1, 1961. 

Pilot Plant OQocration 

8 Months Oreration 

Salaries & Wages $ 73,500 

Benefits & Salary Tax 11,000 

Mining (chargeable to assessment work) 0 

Ore Loading 6,000 

Ore Hauling 32,000 

Tails Hauling 3,200 

Custom Crushing 10,000 

Power 12,200 

Fuel 8,000 

Bags and Pallets 19,200 

Wear Parts 1,600 

Rent 1,600 

Contract Maintenance 4,000 

Miscelleneous 7,100 
$190,000
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i 
a,

 J
 

4&4 Months Pre-operating Expenses 

Salaries & Wages $ 12,000 
Benefits & Salary Tax 1,200 
Rent 800 
Road Repair . 3,900 
Moving & Relocating Expense 9,500 

, $ 28,000 

TOTAL aa $218,000 

Pilot plant operation will be 3 shifts per day, 5 days per week. 
Allowing for maintenance down time and interruptions for special experiments, 

it is estimated that the production rate will be approximately 400 tons per 
month or 3,200 tons. over the 8-months' operating period (64 carloads). 

This product would be sold on the West Coast for customer plant 
tests among approximately 50 customers. We would expect to sell the material 
at a price of $62.00 per ton, f.0.b. our plant. The total sales would be 
approximately $209,000 over the 8-months' period, 

Illustrative Financial Analysis 
for 75,000 Ton Fiber Mill : Ps 

A cash flow estimate has been prepared for a 75,000 ton-per-year 

asbestos mill as one example of the profitability of exploiting the Coalinga 
deposit. The size of the mill for this estimate is a reasonable order-of- 
magnitude choice and not based upon any economic optimization. The assump- - 
ticns and estimates required for the cash flow are as follows: 

1. Construction cost of the mill estimated at $4,130,000. 

2. 75,000 tons-per-year fiber product from a mill feed of 
150,0C0 tons per year of ore. 

3. Volume sales of 50,000 tons of fiber in the first year 
after start-up and 75,000 tons of fiber per year there- 
after. 

4. Salas price of $62 per ton delivered to the customer 

($10 per ton less than the current West Coast price). 

5. Average freight rate of $13.70 per ton with the majority 
of the sales in the West and Southwest. Thus, the 

effcctive price f.9.b, cur own mill is assumed to de 
$48.30 per ton. 

If pressure for a reduced price is brought by competition, it should 

be noted that a 10% Marginal Rate of Return will be realized even if our price 

is reduced from the above $48.30 to $27.30 per ton, f.o.b. our mill. This 
latter price is, of course, less than the freight cost alone from Quebec to 

the Vest or Southwest ($31 per ton). 

o4e | A 
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