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Annual Calidria Sales
Growth Rate, % 1976 _ 1932 .
Market Mistorical Thru 1882 T %
Floor Tile 5 3 91z 37 1300 44
Drilling Fluids 7 .3 2130 13 4100 14
Tape Joint Comptunds - - 4550 19 2800 9
Adhesives and Ssalants - & 2000 8 2800 9
Coatings - 3°- 80 3 1000 3
Ceiling Tile | - - 23z¢ 10 2720 9
Paper - & 1360 5 2100 7

Reinforced Plastics 7 1G 600 2 1660 3
Rubber - - 6§20 3 883 2
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ASBESTOS 5-YEAR PLAN (1978-82)

Union Carbide's Asbestos Business is based upon an enormous
short-fiber ore deposit in the Diablo Mountains of Central California, and
a mill located some 60 miles away in the Salinas River Vailey near King
City. The short-fiber character of the ore precludes use of this material
in the major markets served by longer fiber asbestos including: asbestos
cement building products, textiles, felts, and friction materials., However,
Union Carbide's short-fiber asbestos is competitive in some of the so-
called Group 7 markets including: vinyl asbestos floor tile, drilling muds,
tape joint compounds, ceiling tile, reinforced plastics, adhesive and sealants,
coatings and paper. Table I provides information on the volume growth rate
of these Group 7 fiber markets and Union Carbide's past and projected sales
tonnages.

""Calidria' sales have grown from about $2.4 million in 1971 to an
estimated $5. 4 million in 1977, with continuing attendant improvements in
net income. It is estimated that sales will be marginally higher in 1978 at
about $5. 7 million and will grow to $7.4 million* by 1982, In the same period,
sales volume will increase from about 24, 000 tons to 30, 800 tons. (Depending
on product mix, mill capacity is about 35, 000 tons,) The increase in sales
revenues is in part attributable to increased volume and in part to improved
product mix, Domestic sales of floor tile products should increase by 3, 000
tons reaching a level of 11, 000 tons in 1982, Continued improvements in all
export product lines should occur with export sales increasing from 7, 900
 tons in 1978 to slightly over 10, 000 tons in'1982. Export will contribute 33% of
sales volume and 40% of sales revenues in the outpost year. Again, with
reference to the outpost year, RG-244 a highly profitable thixotropic agent
added to polymeric materials for viscosity control, will account for only about
6% of the sales volume, but will supply 44% of the sales revenues., Table II
provides data surmmarizing Union Carbide's market share and that of major
competitors in selected short-fiber markets.

In the ensuing 5 years (1978-82), the major element of uncertainty
will continue to be govermment regulation. At the present time, the OSHA
standard for airborne asbestos fibers in the work place is 2.0 fibers per cc
time-weighted-average. In October, 1975, OSHA proposed that this standard
be lowered to 0,5 fibers per cc and in 1976 NIOSH, who serve in an advisory
capacity to OSHA, recommended that the standard be further reduced to 0.1
fiber per cc. Two years have past since the 0.5 fibers per cc level was
officially proposed by OSHA in the Federal Register without any action by the

*/ In 1978 dollars
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government. At the present time, our King City mill is in compliance with
the 2.0 fibers per cc standard, but it is not obvious that the airborne dust
level can be reduced to 0.5 fibers per cc without substantial infusions of new
capital, and the technical feasibility of achieving a 0.1 fiber per cc level is
remote at best. Even assuming that we could achieve compliance with these
stringent proposals, it is unlikely that many of our customers will be willing
to undertake the requisite investment to achieve compliance in the event that
these more stringent standards are eventually promulgated. In such an event,
we should be forced to seriously consider withdrawing from the business.

Since the short-fiber asbestos cannot be used in many conventional
markets, historically Union Carbide has devoted substantial resources to
developing new applications for short-fiber asbestos. One such development
is RG-600, which is produced by treating high purity asbestos with phenolic-
based coupling agent. RG-600 is cost competitive with fiberglass for the
reinforcement of thermoplastics. During 1977, several market opportunities
for RG-600 were uncovered and are being vigorously pursued. The major
barrior to acceptance of this product in the market place appears to be the
asbestos toxicology question, rather than the technical performance of the
material. During 1977, another new product was perfected in the laboratory.
This product involves treating asbestos fiber with a siliane coupling agent
for use in oil based drilling muds as a viscosity control agent. Both the
siliane treated asbestos and the RG-600 can be produced at the King City mill,

. with minor process changes involving working budget monies. Neither of
these products has been factored into the 5-Year Sales Forecast.

WCT
10/13/77
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Annual Calidria Sales :

Growth Rate, % 1976 1932 __ g

Market Fistorical ihru 1982 _ 1 £ 7T 3

Floor Tile 5 3 9150 37 13500 44 3
Drilling Fiuids 7 3 3130 13 4100 14 :
Tape Joint Compounds - - 4550 19 2800 9 g
Adhasives and Sealants - & ‘ 2000 8 2500 ] :
Coatings - 3 - 860 3 1000 3 5
Ceiling Tile - - 2356 10 2720 9
Paper - & 1360 5 2100 7 §
Reinforced Plastics 7 10 600 2 g0 3 E
Rubbar - - 6§20 3 663 z g
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ASBESTOS 5-YEAR PLAN (1978-82)

Union Carbide's Asbestos Business is based upon an enormous
short-fiber ore deposit in the Diablo Mountains of Central California, and
a mill located some 60 miles away in the Salinas River Valley near King
City. The short-fiber character of the ore precludes use of this material
in the major markets served by longer fiber asbestos including: asbestos
cement building products, textiles, felts, and friction materials. However,
Union Carbide's short-fiber asbestos is competitive in some of the so-
called Group 7 markets including: vinyl asbestos floor tile, drilling muds,
tape joint compounds, ceiling tile, reinforced plastics, adhesive and sealants,
coatings and paper. Table I provides information on the volume growth rate
of these Group 7 fiber markets and Union Carbide's past and projected sales
tonnages,

'"Calidria' sales have grown from about $2. 4 million in 1971 to an

estimated $5. 4 million in 1977, with continuing attendant improvements in
net income., It is estimated that sales will be marginally higher in 1978 at
about $5. 7 million and will grow to $7.4 million*+ by 1982, In the same period,
sales volume will increase from about 24, 000 tons to 30, 800 tons. (Depending
on product mix, mill capacity is about 35, 000 tons.) The increase in sales
revenues is in part attributable to increased volume and in part to improved
product mix, Domestic sales of floor tile products should increase by 3, 000
tons reaching a level of 11, 000 tons in 1982, Continued improvements in all
export product lines should occur with export sales increasing from 7, 900

" tons in 1978 to slightly over 10, 000 tons in 1982, Export will contribute 33% of
sales volume and 40% of sales revenues in the outpost year, Again, with
reference to the outpost year, RG-244 a highly profitable thixotropic agent
added to polymeric materials for viscosity control, will account for only about
6% of the sales volume, but will supply 44% of the sales revenues. Table II
provides data summarizing Union Carbide's market share and that of major
competitors in selected short-fiber markets.

In the ensuing 5 years (1978-82), the major element of uncertainty
will continue to be government regulation. At the present time, the OSHA
standard for airborne asbestos fibers in the work place is 2.0 fibers per cc
time-weighted-average. In October, 1975, OSHA proposed that this standard
be lowered to 0,5 fibers per cc and in 1976 NIOSH, who serve in an advisory
capacity to OSHA, recommended that the standard be further reduced to 0.1
fiber per cc. Two years have past since the 0.5 fibers per cc level was
officially proposed by OSHA in the Federal Register without any action by the

*/ In 1978 dollars
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government. At the present time, our King City mill is in compliance with
the 2.0 fibers per cc standard, but it is not obvious that the airborne dust
level can be reduced to 0.5 fibers per cc without substantial infusions of new
capital, and the technical feasibility of achieving a 0,1 fiber per cc level is
remote at best. Even assuming that we could achieve compliance with these
stringent proposals, it is unlikely that many of our customers will be willing
to undertake the requisite investment to achieve compliance in the event that
these more stringent standards are eventually promulgated. In such an event,
we should be forced to seriously consider withdrawing from the business.

Since the short-fiber asbestos cannot be used in many conventional
markets, historically Union Carbide has devoted substantial resources to
developing new applications for short-fiber asbestos. One such development
is RG-600, which is produced by treating high purity asbestos with phenolic-
based coupling agent. RG-600 is cost competitive with fiberglass for the
reinforcement of thermoplastics. During 1977, several market opportunities
for RG-600 were uncovered and are being vigorously pursued. The major
barrior to acceptance of this product in the market place appears to be the
asbestos toxicology question, rather than the technical performance of the
material. During 1977, another new product was perfected in the laboratory.
This product involves treating asbestos fiber with a siliane coupling agent
for use in oil based drilling muds as a viscosity control agent. Both the
siliane treated asbestos and the RG-600 can be produced at the King City mill,
with minor process changes involving working budget monies. Neither of
these products has been factored into the 5-Year Sales Forecast.

WCT
10/13/77
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- ' TABLE G

o LONG RANGE PLAN S
= . STRATEGIC PLANRING UNIT DATA SHEET() .
) STRATEGIC PLANNING UNIT: | CATEGORY : MAJORMARKETS SERVED .
AT : 3 NAME : MARKET % SPU SALES
L : G:g_l‘{vgﬂ ‘CURRENT g;;&:
"ASBESTOS - A e S YEAR -
1. Vinyl Asbestos Floor Tile kY4 24% 0
- 2. - Thermoplastic Reinforcement - -75% < 1% -
- . MARKET, TECHNOLOGICAL & COSTS 3. Polyster Thixotropes 5% 25% - 40{, |
STRENGTHS L : MARKET SHARE BY MAJOR MARKETS
: ' ) MARKETS ,
1. Large ore reserves. i : ; Y
. uec uniT - Hetals by = Yo
2. Proprietary products PRIMARY COMPETITORS : R
_ _ ST Carey Canadian 30% -
WEAKNESSES '._Johns-Manville . 405 10%
1. T . . 4 Atlas (California) 20% .
. Toxicity regulations an . Cabot Corp. 60%
_ emotional reactions thereto. Degussa _ 307
';) /"t..r/'i(’%f //"u /([ 5/ . TPPC/OGE .—m—_._ —
A,...Q F < »—C (1 <, f‘ 'f
L |

CRlTlCAL ISSUES (Including Feedstock & Baw Materials}

1.
2'

' proprietary products.

Ability to meet current and future regulatory and sa-f—ety requirements.
Selective development of new proprietary products and continued growth in existing

'3—-—Exp&ere—aiternate-péans—ee—be;&er—e&i&&ee-eaermeee—fese:nes.

BUSINESS 0BJECTIVES
PURPOSE To- contribute to Divis:Lou obJectives
with full regard for health and safety of
ka es, customers and the public, .
ROAoger Lo . Ll
- Earnings growth over 7 S e
DIRECTION - Carefully planned modest growth via
expansion of proprietary product sales.

- e

STRATEGIES

1. Closely monitor & a551st in develo—:e
of safety & health regulations &
practice.

2. Expand sales of proprletary products
phase out of commodity products.

3—DPevelap a3 plan to berter utilize res-

HISTORICAL CURRENT $ MILLION PROJECTED
19.71 | 1922|1923 ]| 1974 1923 1926_|19_77] 1978 13_79| 19_80
Customer Sales - .
2.4 2.6 3-8 3.8 { 4-4. Total Net Sales
3 16.4% " Growth Rate(2r
27.3 Gross Margin %
19.3 . Overhead % of Sales
- Net Income After Tax
- Growth Rate(2) . Se
.6 Construction Y A 4 .7
2.0 2. 4,5 NetAsset:Emnlcyed - 4,4) 5.4 5.8) 6.1} 5.8
- 4, 11.0 RO 13.6f 14.8 27.§ 23.0 34.;
1.19 ln3 .a..D . sa‘es_NetAssetsEmpioved y 1.3 1-A l-D l.A l.&!
C‘ {1} All aumbers except percentages should be shown in miitions of . )
dollars to the first gecimal place. S o !
{2) See Notes to Financial Projections.
. DIVISION/AREA
. Metals/Asbestos
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UC 149-2

'

METALS DIVISION

J.
H.
R.
J.

To (Name) Messrs.
Division

Location

Floor Number Mrs.,
Copy to

Attached is Revision I to the 5 Year Forecast (1977 - 81).
plan shows no RG-600 sales.,
sales is also included

1977
1978
1979
1980
1981

RG-600 is
at ratios

WCT:jl
Att.
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INTERNAL CORRESPONDENCE

R.
F.
J.

. 270 PARK AVENUE, NEW YORK, NEW YORX 1C017

E. Byrne Date June 8, 1976
H. Larrison

L. Myers Originating Dept.

T. Nielsen

W. Rawlings Floor Number

B. Rhodes

L. Schult Answering letter date

D. Thacker

Subject REVISION -~ 5 Year Forecast

1977 - 1981

The base
An alternate sales plan involving RG-600
based upon the following:

- 1000 Tons - Produced at Niagara Falls - 0% G.M.
- 2000 " - " at King City - 507 G.M.
- 2500 " - 17" 1 1] " .on - 502 G.M.
- 3000 " - " " " " - 50Z G.M.
- 3500 " - " " v - 50Z G.M.

assumed to replace Standard Grade and Hi-Purity production
of 1 to 3 and 4 to 7 respectively.

- . W. C.

THURBER
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