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Dear Mr. Bliss:

In the last 90 days we have learned a good deal sbout prospective
asbestos markets, We have moved substantially closer to obtaining customer
approval and purchase commitments -~ particularly in the past 30 days during
which Dr. Hall has been in close contact with the industry on the Coast and
there has been parallel and objective vinyl tile development work by our
people at Bound Brook,

This is to give you a brief digestion of the situation as we see
1t today. There is reason for excitement in the present picture;

1. wWhat loomed initially as definite shortcomings and disad-
vantages of Coalinga fiber, particularly for viayl tile uses,
have now been reasonably resolved by the Bound Brook work by
minor tile formulation adjuetments, none of which would cost

the consumer money. The physical properties of the product tile
have been demonstrated at Bound Brook as comparable to that made
with Johns Manville, Lake and Philip Carey asbestos -- if not
superior, .

2, The pace of customer evaluation has stepped up. The various
laboratories have encountered the color and color stability anom-
alies, and the difficult physical handling characteristics (due
to higher oil absoxption characteristics of Coalinga fiber) which
came t§ light in the early Bound Brook work., We expect that
withid a' relatively short time these groups, employing some of
the Bound Brook information, will demonstrate the utility of the

fiber for vinyl tile to their satisfaction,
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A major part of the experimental work by ourselves and others
has been done with "average" fiber from the pilot production in
the Danville milling runs, Nevertheless, thig appears likely to
carry us successfully through the small test lot stage (5-100
pounds); ton lor evaluation is planned to come from the coordinated
Coador drilling-milliug~sampling Program now in its first stages
at the site, Although viayl tile producers uniformly consider car-

3. There is growing evidence that g single product fiber useful
in vinyl tile may also satisfy the various other uses for "shoxtgh
we dre investigncing. Tentative approval has been gained among
some of the larger asphalt tile (actually oil-coumarone) producers
=~ and among others for uge in phenolics, plastic gun cements
(stucco), vermiculite compositions, ete, Tile applications are, of
course, the most critical uge areas. This may infer a lower grade
fiber (Baver miil product ?) may be adequate for the other areas,
and this is under study. Summad up, it is likely our firgt provi-
sion for as wany as 6 possible products in the initial plant concept‘//
may be conservatiﬁ??ﬁigﬁimizing these will, of course, minimize
investment and expense, ’

4. Freight rate studies, as yet incomplete, indicate a wider raage .
of geographic markets may be reached. The freight differential ",/”/,
(Coalinga versus Quebec) is now in our favor {n the Southwest ($5.30 -

Per ton, and may be improved) and reaches & "toss-up” situation in /3>j/{ 7
the vicinity of Kangas City. There are indications direct work by 7
Traffic with the carriers may move this point of zero differential A% B
as far east as Chicago, LN
/

This can have important and rapid effect on the total warket
we can coasider; vinyl tile producers carrying out active evaluation
of our material on the West Coast have similar sized plants in the
vicinity of Peoria; Xankakee: Jackson, Misgisgippi; Chicago; etc,

We are hapéful traffic studies on specialized sea shipment (either
unopened fiber or product) may permit active connideration of the
Eastern Seaboard market,

5. 1In rough teras it DOV &ppears we can aim gt obtaining initial
commitments for as much as 75,000 tons per year of fiber - gnd
WSt probably acquire commitment for 50,000 tons by this summser.

For the market reasons indicated below, it is becoming more and mOTe
evident that when and if we declare an entry and begin plant con-
struction, those who decline commitment in the early stages will
come in,

Thig is an industry which does not now operate under contracte,
Nevertheless, our contract discussions have met with favor. A tenta-
tive price range of $60-865 per ton of fiber for Weat Coast customers/(
(yielding a minimum of $50 at the plant) has stipulated great in-
terest.
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GENERAL MARKET SITUATION.

1. Volume Potential,

»000 and 125,000 tons Per annum -- double thig
if the Southwestern and Chicago areas are included, If anything,
these figures way be conservative, To the sizable 1ligt attached to

bestos -. freight economy being the key factor, Exceptions are
those (Johns Manville angd Flintkote) with mining affiliations, but
these eventually could be overryled by the economy factor.

However, there ig underlying apprehension among all concerning
2 new supplier, not Telated to product quality. This 8oes back to .
the short fiber shortage condition which is quite real, and frequentiy
limiting in customer expansion plans, Whether due to a policy of
favoring their own end product plants in the area or other reasonsg,

treatment of consumers, Several of these consumers have stated that
should they draw away from their current sources, they could not

hope to regain a purchage position; evidence of this 15 a past pat- {
tern under which littie fluctuation in month-to-month pPurchases hasg i
been allowed by the supplier, ;

¥
r

The significant point here is that when and if we move to market -
entry, we should be fully prepared to deliver full customer require~:
wments and be. prepared to increase supply along with thair expanding
business, This is why we hold to initial minimum plant capacity of .
150,000 toas Per year, Actually this situation canp work. to our
favor .- providing teceptive conditions for contract arrangewent,

Over the years other potentia] West Coast suppliers have con-
tacted the congumers, and this contact continues to g degree,
However, generally these have been based on possible small opera-
tions, insufficient to sustain supply and of limited capital; hence 4
little real interest is stimulated among m& jor consumers, Conversely, ﬁ
consideration of production by a corporation of Union Carbide stature | °
atimuiates enthusiasm,

purchasing people at the San Francisco Flintkote plant (served by
their own mining sources) were initially interegted in our test mater-
ials and did not consider the indicated technical shortcomings as
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As g consequence OUr aim hag been to ttempt to e€stablish ap -
PToval on the basis of ton lotg which can be Produced a¢ Sterling
Forest, This ig by no Deang &utomatic, however, we have 8ained
headwuy in inducing Customerg ¢o think in terms of o letter of

We have Yeason to pe confident thig approach wiyj Yield no
serioyg PTrobleng, The ton lots wiyy be Supplied from the Condor
drilling-refining PTOgram noy under way. an important PRTL of thig
Program toncerns the likelihood that Condoy Will be the firgt @ining
&rea for the fuil mill,

Deairabilicz of & Pilot Plcilitz: By the foregoing We have
indicnted meang by which we beliave the sajeg devclopnent Work may
be cntried.forward circumwencins 8izable tXpenditure for 2 pilot
Plant g¢ this time, However, ye feel there i8 good reason to qop.
sider construction of a pilot facility on site ang adjacent to the
large Bill, Ay 44 known, thyi, 2ppears to pe standarq Practice among
Quabec Producerg .. for the various PUTDOgeg of evaluating Rining

areas, eatablishing coutrol in the fyi] Plant, ete,

b, Refine plant 8tart~up gng Operating data, V/

€. Provide initial carload uantities i, advance of /
full Plant completion,

5 * F] 100-‘:'
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very truly yours
b
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ct to sales, the latter point cou

catr:itg i:igzgh the carlénd approval sta%elindlre:dy gzzgfiire
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Very truly yours,

A Jr

AEPufahl/dh
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