I-REC—-P2 THU

.. .

]
<
PLAINTIFF'S
EXHIBIT
d468%2%.0

RECEIVED FROM 4446696

17:39 ASBESTO SAOCIETY QusT I cC P.RE

~ Mj‘wu A -
29th Septenbar, 194G,

.
! AUSTRALIAN BLUE ASBESTOS PTY. LTD.

Historical

In 1943 developments &t Wittenoom through h.B.i.
Pty., Ltd. were commcnced in order to produce crocidolitn
asbestos to provide rav material for the nsbestos ceoient
industry in Australia snd in the expoctation that fiibre
surplus to Australis's need could be sold obroad. At this
time praocticolly all ashestos fibre roquired by Australisn
industry was imported and importance was ottached o the
project becouse of the Alfficulty of importation under war.
time conditions in additien o tho saving in overseas
exchange.

As £ar os I am aware ne thorough investigacion of
the deposit at Wittenoom wes made, the decision to proceed
baing mode on outcrop readings and on Mines Departitant reporis
which indicated minimum values of 3" of fihre oOver Aiout
2'-0" of ore in the general Hittenoom orea, and {ndicati¢nz
sccording to Mines Deportment roports of excellent continu.
ation of the deposit over s vozt pres of the Romersley Nanue
as judged by oukcrops in the various gorges along the
Hamersley Range.

After operations ware commenced and when results
ware not as good 3s anticipated, @ rcassessment wor made ana
it was discovered that the £ibre in tho Wittenoom area was
unlikely €0 average more than about 2%". Noevertheless oncre
stions were continued. The company struggled on, with
Government assigtance in the vay of roads, provisien of water
and general township houses and facilities, but dy 21945 the
company had accumulsted losses of approximately §£1,6C0,000.

Investigations in the meantime had indicated thst
8 botter ore body existed in Colonial Gorge some two miles
from Wittenoom mine, DPianwnd drilling wos carricd out to
subgtontiate outarop readings and, desplite the Qiffleulniag
of dianond Arilling st thot timo, sufficient drilling wus
corried out to confirm thet g fairly lorge deposit of fibkre
values above 3" existad, A decision was made to opmn up the
srea, in the £irst place using the old Wittenoom mill te
process the ore. A little later in 1958, and following fictm
£ibre contrects £rom Johns-Manville, a decision was made L~
instal on improved mill at Colonial Gorge to treat the cre
from thet ares end the Wittencom operations were shut down
completely,

. From 1957 to 1961 we were mining in Colenisl Gorge
in ore sveraging about 3.4" of £ibre, and 23 a result MH.0.A.
Led, operated prcfitabig, reducing the sccumulated loss Lo
almost zero, A dividend {the only one) of $364,200 uas parc
in 1960, From 1961 onwards, however, es the mine extendzd in
from the gorge, ore velues began to deteriorste graduslly o
tha present 2.8" approXimately and onte again A.B.A. Ltd.
operated at & loss each year. <The P. & L. Appropriestion
Account now shows an accumulated loss of approximately
$2,500,000, By the tima decreasing cre values wore apparout
we had outstripped tha boundazries of the dismond drilling :id
outcrop readings for the agyes and it was decidod to 2¢ain
dismond drill aheud of the worklngs to establish what valuer
lsy shosd. This further dlamond drilling had been avoided
previousiy zs Lt was Known that it would be difficult and
costly 27 the asbestos meam wao dipping further below ths
ground, 53 thot tima tha (oologints and tha ?15:A3.Sﬁaz-
otill kuitoved that outezopa dn 8 gOryo w0 mh u; L;eiz Lseca
celonial Gorge indicated without doudbt that the ccpos
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on, at least for that distance. However, when wo corwmenced
diamond drilling it became apparant that the Coloniol Gorge
deposit petered out repidly und it is now believed, ns 2
result of thig and oiher prospecting in the Hamersleys, than
the ssbestos deposits are not continuous, but come and go,
cngichments taking ploca in lens type elliptical oreas just
as they do in the South Africon asbestos deposits, The
position now at Colonial Gorge is that fikre values of ahout
current velue, 2.8", can be mined for perhaps s further threc
to four years and thon the deposit virtuslly cuts cut.

Following the éiscovery that the Colonial Gorge
Sgposit did not livo on, further prospecting was dono in the

- general Wittenoom aresz by diamond Arilling. We elso sought

and obtained the essistance of the Wegtern Australian State
Geological service to cnr:{ out a geological survey in the
Ramersley Rangos, with & viaw to endcavouring to detormine
what factors caused enrichments of fibre, so giving a lead
on how to £ind such enriched eress, Algo, of course, it wvaos
hop:d that the geological team might locate some anrichaed
pockets.,

To dste the only success is that in the Wittonoon
sres generslly we have located and delineated an area of
reasonadble values at Eastern Cresk, about two miles from the
present mine. Diamond drilling is not statisticolly on
accurate wdy of assessing overall fibre values, because thu
cost of drilling holes closely cnough to obtain secureste in-
formation is too high, However, on the informstion we have
gathered on the Festern Creek sres from outcrops and from
drilling, it appears that the srea, viewod optimistically, mey
contain sbout 60,000 tons of fibre averaging 3,4" of fibre,
or perhaps & total of 100,000 tons averaginq 3" of fibre, if
one took 2.8" as the minimum mineable velue,, then pernsps
the area containg 200,000 tons, but it is not possible to

. $Qe at present that anything less than 3% ¢ould, in fact, be

RECEIVED FROM 4446696

mined economically. On the outcrop and diamond drill readings
this srea does not look as good as the Colonial Gorge arcs

did st the same phose of oparations. On the other hand, with
rising costs an area considersbly better than Colonial Gerge
would be needed for profitable operation,

. The Western Australian Geological Survey hass not
come up with ony firm indications of Yiow fidre can e logsted,
excapt from obvious outcrops, In the course of thair vork
they did discover promising outcrop readings at Junction
Gorge, 60 milas from Wittenoom, but this ares has net baen
drilled. 7The outerop does not indicate an area any better
than the Colonial Gorge ares ond it would, in fact, haove to
be considerobly better than this to justify a new establisn-
ment 60 miles away from Wittenoom. We eré about to drill on
this Junction Gorge area.

Mining Methods.

- The improvement in performance for a few years frenm
1957 onwards was not only becouse of better fibrie values, 2ut
also because of improved mining techniques which wera adopted
when the Colonisl Gorge mino was commenced, This method
consisted esgentislly of filning lorgo stopes to ¢ height of
only 40" to 42%, leaving smoll pillars at about 30 £t.
spacing, ' (The height has crept up to 44" lately.} With geed
economic conditions in Australiz now end with ample work
available {n the Northwest of Australis, 4t Is now difficul®
{indeed to get men to work in 42* high stopes, irrespective
of pay, ’

5 oyuton of mining, ualag £ull hoodrogn for wwa

has been evolved snd reasondbly proven in our present workinas
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on a limited scolc as a gatisfactory method. If s new orcs
wag opaned up it is beligved that this method would have to
be the one adopted in order to removg the disability of othar-
wise working in 42" hedights, Indications ere thot the systan
could possikly be chozper than the present ong, apart fcon
the advantoges of boing able to mon it more easily. The
variation in method is a long-wall system of mining. It hoe
the d!.scbintz that it requires 8 great deal of costly pre-
liminary development before one begins te mine ore on &
comnarcial scale, ond this, in turn, of course, measna con.
siderable-outlay of capital expenditure before mining of orc
can commence., Although the method has been ressonably proven
in our present workings on & smoll gcale, it s probably
bayond doubt that when developed on a large scale muny Aiffi-
cultics will still emerge, Expert mining opinion is, however,
that it should be possible to overcome any such difficulties.
It must be remembered, however, that this method was care-
fully considered some yoars age when the 42" high stops vaus
adopted end on expert advice at the time was rejccted hecause
of possible difficulties with tha roof caving and becouse of
possible loss of fibre bearing ore.

1ling Pr nd Market.

¥hen we started mining at Wittenoom, the type of
osbestos that occurs thers « crocideolite, or "blue" ashestes -
was suspect ag & £ibre to use for the manufacture of uvsbesios
cement, Today it ls recogniscd as baing as satisfoctory oy
the normally used ¢chrysotile and now sells for this purpese
at about the seme price, grade for grade, as chrysotile. It
is now recognised 23 being worth sbout twice the price, crade
for grade, as smosite fibre. I'ork done by C.S.R. to prove
that blue fibre wes satisfactory helped materjally t» oring
about this situetion snd augmented work by Johns-Manville,
In recent yeors Herdiefs also have proven the efficiency of
blue £ibre for use in asbestos cement products, particviariy
in pressure piping.

In 1654, howaver, Haordiet's would not recognisd
that blue £ibre wag werth more than amosite fibre ond c¢on.
sequently we could not obtain a market in Australis for the
£idre we were producing st s reasonable price. tle zshed for
and obtained a Tariff Board hearing with the object of getting
o form of protection which would force the use of blus fidru
in Australis. ot what we balicved to be the correct prics fer
its quality. We were turned down by the Tariff Board who ac-
cepted Hardie's view thst the fibre was only as good a5
amosite and so worth only $100 per ton spproximately as cor-
pared to §200 per ton which we assessed as {ts proper value,

Later, in 1957, we entered inte an arrangement wilh
Hardie's whereby we agreed to kecp out of the asbestos camsnt
industry as manufacturers and they, in turn, would purchose
blue £ibre from us at prices keyed to the price of chrysotile
fibre. This meant a price of approximotely $200 per ton. It
also meant, however; that C.S.R. Ceased to have a reason for
mining fibre unless it was profitable,

Over the past tep yeéars £ibre prices have fsllen by
some 7% desplte the fact what the quality of fibre has im.
proved, Our basic costs at wittenoom, however, have risen
sharply, wages and stores having risen gsome 60% to 70%. ¢or
example, in 1956 3 tradesman received 3 total of $36-50 per
vweak. He now receives $59-26 per week, and {n addition we
hava to ensure a 6-day wook to keep guch men,

Hardin'a have chntinnod to pay wn mese {or our

fibre thun wo con obtoin on thu world markot, duspito tha fsch
trat our grading has not been as good as fibre available fren
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elsovhere (becsuse wo could not afford to maks it sol}.
Hordie's consider thet they have been paying us aboug $10 por
ton mora than tho £ibre is actually worth based on what tlay
could otherwise obtain on the world market and it (s d{ffi-
cult not to agree with this.

We have been selling sbout half our cutput to
Herdiae's in recent years.

James Hardie Asbestos Pty., Ltd.
CBQG Agbastoa co., Lia.

At the beginning of this year we invited Jomes
Hardic Asbestos Pty,, Ltd, to study operations at Wittenoon
with 8 view to them taking an interest in thia project as
they were the largest user of the fibre produced there. They
expressed interest and said that thoy aid consider that it
was desireble to obtain agbestos from Australisn sources :if
possible, end confirmed that {f the fibre could be upgradgd vo-
worlid standsrd that they would ba content to go on vsing cone
siderable tonnages of Wittenoom £ibre at about the price they
were then paying. After mome further consideration of the
matter they ssked Lf Cape Asbestos Co, could join with them
in an 3ssessment of the prospects of Wittenoom with the in-
tention that if the prospects were satisfactory Herdie's and
Cope would join in the profect, Cape possibly supplying som»
technical know.how for operations, snd in any cdsc marketing
sany fibre thot had to be sold abroad. We sgreed o this
spproach. .

The scsessment by Cape Askestom and by Hardie's
has now been completed and as 3 result both Cape and Hardie's
sty thst they cannot sece how they can interest themselves
in the venture. They cannot ses that the area can be mincd
economically. They believe that the values of fibre ore just
too low and, in any ¢ase, they hbelieve that on present irnéi.
cations the life of the known ore deposits is so short (8
maximum of about five years in their judgment} based on
presently svailable information, that they cannot seo that
it is worthwhile trying to keep Wittoncom slive. They scre~
that based on South African experience, other pockets of
asbestos £ibre moy be found, dut by the same tokon consider
that all the evidence to date is that even if such poshots
tre found they will be no better than tho ones slrezdy kno.n.
The position in South Africz is somewhat different the Conz
people believe, becpuse although the South African Cenceits
may not be as widespread as ours, they do got very good lac:i
pockets or envichments, even up to 18" of fibre. It is the
presence of thesa very ¢ood locel enrichments in South Africe
that enadble them to mine the general run of country econoricul.y.
They cannot ses any hope of striking such rich locsl enrich-
ments at Wittenoom or in the Homersleys generally.

The dbsntroct and’conclugions section of Mr. Yuyp-r'
report {s attached, 7ho full report ig svaileble. lr, Zuyper
concludes by saying "I cannot recommend that James Hardie &
Co,. Pty., Ltd, interest themselves in Wittenoom in any woy~.

Mr. J.T, Adamson in 3 letter to me which sccorpumied
the report saya “I suppoge I should confirm in writing wnot
I s3id to you last week ~ with the utmost cegret my company
has decided that it cannot sccept your kind invitation to ne
in the wittenoom Eastern Creek propositiont,

As pert of his report Mr. Kuyper comporcs Wittencon
(Colonial Gorge) with the lovest grads mine they have in
South Africa. This {s their Koegas mine. This mine is 2C
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miles Zrom railheod to port compared to road transport of
180 miles for Wittenoom, GSome figures are:

: oeqs Colonial Gorge liina
present If ore gou

BzalZ
Operations 4is irstoll¢e =
production i

£ 20,060 t.p.2-

Deposit - inches of

fibre (av, last yr.) 4.01 2.93 2.93
Direct Costs ~ § per '
ton £ibre 133 184 145
[ F.0.B. ¢cost ineluding
transpors, depreci-~
ation and overheads 149 234 184

(Deprecistion at Koagas -
is only $7.68 compared
to §33.47 at wittenoom
dve to Wittenoom's high
capital cost for
mechanisation.)

This illustrates how uncompetitive Wittenocom is
compsred to Cape's lowest grade mine,

.

oro Sorting.

As mentioned previously we are mining approximately
44" of rock to obtoin, say, 3" of fibre, This means thae ore
is only 6% fibre. If ore of this quality is milled the yield
is very low and the fibre quality is ruined becsuse of tha
large amount of rook qzoung with it. To aveid this we have &
gang of men manning a picking belt where they endcavour to
pick off and discard barren rock. It is important in this

- cperation not to discard rock with fibre in it. By this
K means we can sort out and reject enough barren rock (154 of
the total feed} to bring the grade of ore to sbout 8%.

. We have now developed at Roseville 2 sorting davice

which should ensble manpower for sorting to be eliminscol unrd

- should enable us to reject safely 30% of the mill feed, trus
increesing the grade ©f ore millad to about 10%, It is ke-
lieved in fact that by installing two such sorters at different
locations in the mill circuit we may be adble to lift the
amount of rock rejected safely without significant loss of
fibre to almost 50% of the total feed, 30 enriching the or2
t0 about 124,

advantages which should flow from the usc of these
sorters would be:

1. Reduction of men end reduction therefore in housing
and township facilities.

2. Less wear and tear on the milling equipment. ,

3. Better quality £ibrd. .

4. Better yield of fidre per ton of rock mined.,

’ The possible economic advantage for installation

of these sorters at Wittenoom on the basis of producing 20,0C2
tons of £ibre per annum has been assessed 33 £ollows:
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(8) Copital cost for two sorters installed $150,000

(b} Possible overall savings in cost and
value ©Of extra fibre racovery $300,000 p.e.

It must be emphasised that these figures are still
to bo confirmed by experience and that tha electronic sorting
device is still only in a development stage.

' At lower production rates the gain would be roughly
pro rats to production, i.e. at our present production level
of about 12,000 tons p.s..the gain would probably be about
$150.000 p.».

The Puture
Recent losses have beens
Year ended December, 1962 $235,000 p.a».
" u " 1963 $226,000 »

15 months ended March, 196% $51%,000

12 months ended March, 1966 $820,000

Current rate of loss ) §850,000 p.a.

( The ¢bove results are after charging about $400.CCo

P.3. for depreciation of plant. Capital expenditure (so csliec

but it i3 essentiol expenditurc to keep Wittenoom going), Vow-
ever, has been averaging obout $400,000 p.d., so thot currsntly
our cash outgoings, neglecting change in stocks, are at the
rate of epproximately $850,000 p.a.

We have been forced to incrense wages at Witteroch
in ozxder to compots with the izon ore ventures, @te. Having
done this wa sre not experiancing great trouble in getting
enough men to man the trades sectiony, the mill section g¢nd
other surface sections of our operations. We cannot held ron

. ———— in the vital underground sections, havever, and the epinmion
has f£irmed at Wittenoom that almost {rrespective of carninys
and living conditions we connot get and train and heold men o
t work in 427-44" of heodroom. Even our efforts throughout thnr
. year to bring workmen in from sbroad, particulsrly from
Lebanon, have been quite unsuccessful a9 almost 8ll of then
o heve now left Wittenoom dospite the fact thet some of thain
reached the stege where thay were earning very high monev os
underground workers. I¢ the present opinion on lesbour is
. . corract {as 1 believe it i), then wo cannot expect to &o any
: - better at Wittenoom in the present mine end may ¢asily do
worse. With rising costs wo now need to produce 400 tons o7
asbestos per week a3t Wittenoom £0 just bresk even, whareis o
yesr ego we considered that at 300 tons per vweck we could treazl
. o . even. The mine staff hold out no prospect of being able to
- e - - obtain iabou: to produce 300 tons per week., let alone 400 tons
per week,

We could chonge over our mining to full headroon
long well mining. This would probobly take us close to ti©
years to complete and in the meantime there would be litcle
improvement to costs, At the end of that two years we would
then have at most two years life left in the mine. It must be
emphasised too, that we do not know what our loss of fibre
my bs with this new system.

Assuming we 4nstal elestronic aorting and thot it
lives up to its present promiss, and do chinge the mihe over
%0 2.long wall system, then the position over the next twd
years could be guessed at, somothing as follows:
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6 months operating ass now

Cash Loss
(4t will take § months to

instal the sorters) 400,000

18 months change-over period ut
with electronic sorting .
{losses continuing at $800,000
p.8. but less the saving of
8150,000 from sorting) 978,000

1,375,000

After that we could operste for two yesrs and on the
assumption made thot we could then get enough labour to endbie
us to produce 20,000 tone p.a., we could just sbout operate on
a break-aven cash basis.

It i3 attractive to instal the sorting equipment to
prove just what it may save and the effect it has on milling
operations end to convinco others in the mining f£ield that ve
have 8 valusble invention., On these estimates, however. it
cannot pessibly sove enough to warrant us doing this because
its presence makes no difference to the vital fagtor which
limits production « i,e. gotting men to work underground.

Bastern Creek Area. ' .

Po open up the Bastern Creek 3rea, erect nhecw plant
there and carry out the very congiderable mine development
which is necessary if we adopt the long-wall systen of miming
would be very difficult {f we attempt it whilst still trying
to operate our present mine. Fach operation would interiere
with the other. We would ncod more men, more accommodation
and $0 on. TFor the purposo of this particuler estimate I ais
assuming, therefore, that our present operations sre shut dowm
and that we treat Fastern Creek 8s 8 new venture carrying nore
of the burden of depreciation of plant or of write-off of
development £rom the existing operations, but on the other
hand, taking freo advantage of sny 3ssets that are at present
at Wittenoom.

New Capitel cost.

Crushing plant, ore sorting, sundry
other equipment, roads, ete. $600,000

Alterations te existing mill 300,000

New mine equipment for complete .
mechanisation . 250,000

Mine development ($500,000 before
mining operations canh commnence

rising to & peek of $1,000,000) 1,000,000
- " $2,150,000

Sr————

In addition the township would need to be upgraded. This
could cost §1 M. if done groperly. but 8t lesst procadly
$500,000 expenditure would bo essential. This now capitol
hos not been taken into consideration in the figures below.
It hag been assumed for the present purpose that Governmeat
would hovo to provide thid 4 wo word to decide to go shead,

Depreciating the ossets involved {n this Eastern
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Creok development over five years (which would be the life

ef tha mine &% 20,000 tons p.o, rate), total cost of fibre

ax Witteroom i3 estimated by Mr. Broadhurst to be $14¢ per
ton. 1If an average selling price of $165 per ton ex Wittence:
i3 sssumed, then the profit iz $21 per ton, or soy $400,CC0

g.a.,ig;' 83y 20% p.a. zeturn on the $2 M. risk (no tax wouls
e pl .

This is the most optimistic presentation thot con
be made., It assumas 3 20,000 tons p.a. rata whlch we have
never achieved and involves considerable changes and develop-
nonts in mine machsnigation, the effectiveness of which has
not been proven at Wittenocm. It also ignores the probobdie
high cost of building up the labour force again in order to
enable a production level of 20,000 tons p.a. to Pe achicved.

It one ig more conservative, assumes an average
cutput of 15,000 tons p.a. 2nd bgses estimates on the present
type of mining equipment now baing used, then the cost of
£ibre ox Wittenoom is estimated to e $170 per ton as compares
to the selling price of $165 per ton. Under thess circumstanccs
the operation would rosult &n » loss, that {3 we couvld not avan
fully repay the new capital over & five yesr pericd,

It could ba huld, of course, that In tho next five
years other areps worth mining may be found end thet henca
the deprocistion of all new assets over five years i3 un-
reslistic. However, to offset this view, one must consider »

(2} that from our experience to date establishment
- charges at any new arca may be agaih at least ss
much 3s wa arg now propesing for the Eastern
Creek orea:

{8} no provision has boen modo in agsessing the capital
cost above for the continuing capital expenditure
which always secms inevitsble whilst operations
continue:

{¢} our experience at Wittenocom has been that performance
is always worse than estimated.

Government,

Help which {e within the power 40 give by Goverrment
if they wish to do go is:

{a) vUp-groding the township. As stated above it is esti-
mated that & minimum of $500,000 would ko reguired to
bring the tovmship to something approaching the type
of accommodation ond conditions generally which will
agply to the iron ors ventures and which people in
these localities will no doubt demand mors Ind more.

(b} Government could subsidise development as they do for
gold mining, for example.

On the basis of the figures prescented, we would
need » subsidy of something like $30 per ton to encourage
us to go zhead, On 100,000 fons of fibre and five years
operation thiag i{s equivalent to $3 M. subsidy by the Govarn-
ment., Even if one could conceive of the Government ogreeing
to subsidisae to this extent; 1% would be difficult vo do it
on development alone 3s the totsl development undor the
normal definition of that word st Eastern Creek would not be
more than §1 M. . .

I6 t6 cortodn from past expoerionco that avgotiotions

with the Government for large amcunts by way of subsidy or
sthar aasfatancs wAnld ben vary prohessaed,
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Dust and Asbestos Hozardg.

We have grestly impreved the dust collection systen
at Wittenoom, but it is doubtful if conditions sre even now
as good 88 will be required snd demanded. Gradually through.
ocut the world, os mere medicel work is dong on asbestososiy
and allied complaints, the mere opinion agpeers te be horden-
ing as to the long torm effect of even mild exposure. I
believe that 8s time goes on more and more costly meosures
will be called for to prevent oxposure to asbestos dust and
short fibreyg.

Cenclugion.

We have no option but te shut down 8s quickly &s
wa can, having regard to the need to give reasonoble notice to
various pirties, Wa should probably aim to be completely shut
dewn by the end of Janusry next. We do have an agreement with
Hardie's which calls for thres years notice of cessation of
supply of £ibre, but Mr. Adamson has assured me thot Hardio's
would waive this condition.

[~
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