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Messrs. Fennedy, Patterson and myselfl visi‘ed the ”="snv111e plant of Johns-Manville

on Sunday, Scgtember 28. Regressnting Jonrs-ilanville were ifessrs. Moreno, Vice

President of Jehns-lMenville, Geodell, Plent lManager of lars h rille, and Youn Civisiecn
[£] 3 2

Controller.

Sc,

A grezt deal of secrecy surrcunded our visiting the plant, and the time in the plant
was limited to abtout two hours due to persswnel ccming work at variocus times

o]
e heid at a nearty motel
m Key rpersonnel during that time.

throughout thne day. The rajority ol the discuss
and much of the repcrted information accum: ated

Attached to this surmary is a repert of cur findings divided into seven areas of
presentation -

) Conclusicns cn production facilities.
«3 Recosmmendations on existing cloth and tepe croducts.
3) Recormencations to preoauce Vee-lck cliotr.
4 implement reccrmendaticns on existing cloth and tape and
recomzerdations for the produstion of Vee-lck clcin.,

)
)
)
) Estimated cost to imp
) Surmmary of book values.
)
)

3o

A sumary of fringe benmefits fer salary =nd hourly employees.
A detailed discussion of the plznt.

Based on the infornmztion presented it i5 recmmended that Fartestos-llannattan a”"u*'°
tre plant, if a reascravle zrice czn te negs.iztec. In the rreliminary d*scus ions
with Xr. MNoreno he nad indi:a:ed 2 grice of 1.2 millicn, bascd cn a book value of
aporoxizately S1.1 millicn. A detziled analisis of the book value showed tnat over
$10C,CCC of the ﬁarshv:;; ook value aciually was acsocizted with equirzment in the
research facilities at Manville., The true ocok value of ascets a2t Marshville is
reduced as of tne end of 1S82 o $327,000. Allowing 1GES cepreciation trne book vaiue
would be recucad to $8£2,765. During our discussions with Mr. Moreno I indicated
that in view of the reducticn in tocok value I fel: there should be a corresponding
reducticn in the original azxking prize. waile in the greliminary discussions he
indicated he would not ccnsider dickering on price, 1 was plezsantly surprisesd to find
that on Sunday he was willin-- <o noootiate regarding the selling price. 1 believe
the facility can be purchased for atout $1 million.
Further discucsions with !r. Moreno resulted in a rew approach in our thinking
rcgard rg the acsuisiticn of this facility. This is cdue to the fact thal Johns-
“-nville would desire to reszin in tne achestos textile business from a sales stanc-
.nt as long as they had a rrivate brand sugplier for treir procducts, cuch as ve
could té. Thai:z is due to the fact that Jomns-llanville have a built-in requiremcnt
for-these textile products in their building raterials orccrations. Through their
lietriduler orzanizations and their contraztins firms they fc.l over $1 million
orth of texitiles a year in this arranrerent. Theo cmedd oo o
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Preliminary discussions again indicatc that .‘ohns-tlanville would be willing to purchase
M\ ese textile products from us at a discount of 155 from the R/M list price. This would
ilov us to return a rcasonable profit on a rrivate brand basis. They are willing to
enter into a sales agreement with us, cither on 2 long term »r short term basis, as
our wishes may be. As such, we must consider the use of this facility on a dual basis,
(1) for acquisition of their existing business which can be developed at a profitable
level and, (2) as a source of additional Vec-Lok cloth for our operations.

The recommendations are broken into two grouns; one showing what needs to be done for
existing cloth and tape products, and, second, the necessary changes in the facility
to produc e Vee-Lok cloth.

As pointed out in the conclusions, the plant has good buildings, but the equipment, altho
sound, is badl" in necd of repair and rainterance. There is an obvious need for asbestos
textile manufzcturing kncwliedge and kncw-new,. and goed textile “‘.agernnn, technicues

and procedures. It is uncelievable to witners the inefficien v that i1s prevalent in the
facility. '

Obv1ourly, they can tolerate an inefficient ranufacturing operaticn such as this because
of the excellent built-in outlets they have : ne mzrketplace for their products.

I have indicated that this bu

siness could e ;rofitable as private brand when soid at
15% below the R/ price. This rrcfit can be achieved when efficient manufacturing
operations are instzlled in the facility in Jl‘e with the reccmmendations. ft was felt
the manufacturing costs at Marshville could te developed sc they would be no’ higher than
hose at Charle:ton. As such, I nave used Crzirlesten's manufacturing costs as a basis
! estirale whal profit before taxes could be race on the danville business. Assuming
.arshville to be a plant of the U. 8, Divisicn and the Jorns-iznville account nandled
as a House account, on six styrles ol cloth ir three different grades our prolit befcre
taxes would range frem a low of 127 to a high of 35%.
The total cost to ecuip this facility comparatle %5 Charleston and Lan.-~ is estimated
$294,CC0 and woulZ reguire al least a2 y2ar's time to accomplisnh 2ll these ghases.
A good rercentage of tnis exrzenditure Iis needa2d for maintenance items tnat have been
ignored in this facilitv. In crder to accomrplish thisz crogram it would be necessary
for Raytestos-llannzitan to nhave a hizh calibr2 astestos textile man in charge of the
operation as Plant Yarnager, I believe we hav: such a perscn avallable within our
corporate crganization. .
If the money is spent to imrrove the carding facilitiez, the addition of new speeders
would be all that would be necesszary to croduce 50 rolls of Vee-Lok cloth a week. ‘le
vere receiving about 65 rer weex from Charleston. As such, we zould produce this volurme
of cloth for Vee-lok and incrcase ocur szles i the neisrberhoed of $1.5 million at a
profitable level while operating this facilitr. Requirements for Vee-Lok cloth beyond
the 50 rolls per week would reguire additional carital cxpenditures. However, there
1s sufficient floor stace in the ex-stinz tuildings for expgns*on.
It is recormmended that we proceed with the acquisition of this facility in that we are
essentially buying the Johns-llanville asbestos textile basiness wnich will give us a
volure increase of at least £1.5 million at a profiteble level and, at the same time,

-~ .



acquire “racilities that will provide Vee-Lok clotir for cur own operations and an existin-
o building for further expansicn. Trained gersennel is crailable and start-up expenses
Tamshould be limited to the inelficiencies in e:istence until such time as we cculd chang -
ﬂacedur_cs and ecuipment. .

Differences in fringe benefits are very nominal. The extent of past service liability
for pension purposes is still being determincd at the time of this writing.
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