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IAIVILLE, fICH JERSEY

Thin i an examinalion of vour Claim, Nedical and Cost Accounting
facilities at Manvillr, MNew Jersey,

The study has been divided inLo seaments of each arca and while each
is Lreated individually, we discovered the interrelationship of the depart-
mentls and how each impacts the other, for example, the submission aof Form
5h-15 (quesstimate of reserves) from the Claim Departuent and the effects
on cost acenuntings' responsibility for sattina payment records and reserves.

Fhvia plant roploys approximately 2,000 employees.  Sixteen hundredd
“hour by or "indon” cmolovees and approximately 4901) “«alaried” or non-Union
ranlavees ., Dor review indicates that approximately 20% of the Union em-
ployers have or will file a claim basnd upon an allenation of "occupational
dispasen” nither -"ashestosis” or "loss of hearina". Approximately 10% of
Lhe non-thion employens will likewise file claims. The financial implication
are predictable and will he covered in this report.

CLATIY PROCLDURES,

The vast majnrity of claims, other than traumatic, come to J-1 via a
claim petition from an attorney. Beina a Uninn plant, employeers are appar-
ontly encouraned to present their claims throuah an attorney connected with
2 Yocal union. The receipt of this claim petition is then matched with the
enployee's personnel/medical/claim folder and placed in suspension until a
medical examination can bhe made by a doctor of J-it's choice. The time span
. for the file remaining in suspension is normally 30 to 60 days, however,
somntimes this is lenqer, based upon the volume of claims. At the time of
our review, there were approximately 45 claims in this catenory. After
receint of the defense medical exams, Tom Bodnarchuk will review-the find- )
tngs and then will set what he considers the ullimale cost (benefits, medical -
md teaal) on Form 55-14% which is referred tn as "quesstimate of reserves".

This form and Lhe information contained in it, is referred to 'r, Frank
Fomp nf )M Cost Accounbing Department, who will set up the necessary accounting
procrdures, payment records and address file.

After receipt of the medical examination, the case is normally set for
a8 heveing, Haolice of the hearing comes from Lhe iow Jersecy Department of
Labor and Industry, Division of dorkers' Compensation, which will qive the
hearing center, date af the hearing, the judage that is to hear Lhe cases,
and the tvoes of Tisting, whether trials or pretriale, Hormally the liat
W Ao Tude appracimately 70 names, will reflect the petitioner's attorney
a8 well as the yepresenfative's attorney. Upon receipt of the listing,

Hr, Bodnay chab wi bl file a confidential Johns-tManville Product forperation
report, which is basically merepared for the respondent’s attarney, and the
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fame page report is extensive in the information provided to the defense
attorney,  The form does require a considerable amount of Mr, Bodnarchuk's
Lime, in addition to other accompanyinqg material which qoes to J-M's attorney.

On Lhe hearina date, M. Bodnarchuk or Me. Lou Hemerda will accomnany
aur attarnay Lo Lhe hearvinas.,

A thoraangh knowledae of opposing attorneys, as well as doctors, allows
vouy Claim Depariment to Lake full advantaae nf those overworked petitioner
ALlkarneys who will compromise his client's claim to move a vnlume of cases
in place of having to try a case, inasmuch as the time invnlvement means
fess inenme to the attorney. Lconomics are well understood, yet principals
are dnfended by your Glaim Department.

After atindigation, the Glaim Department notifies Cost Accountina of
the dispasition of the case, frequency of payments and amounts, in addition
ta any andiral bills or atlorney fees outstanding.

The quatity of the claim files was excellent. J-N's historically has
hoen involved from a medical standpoint of their employees and this concern
allowus 1= 1o present as qgood a medical defense as passible, Both Tom and
Lou are extremely knowledqgeable of the ilew Jersey torkers' Compensation laws,
A well as its idiosyncracies which are many. llapefully, Mr. Hemerda's
invalvemsnt in the varions Govermnmental Anencies will have some impact on
controllina Horkers' Compensation spiraling cosls.

CLALN_LOSSLS

I . In 1976, Johns-Hanville rnceived in excess af 600 claims and within- ‘
| the next five years, acturially, Johns-tanville can expect approximately f
i 3,000 claims, totalina around $7,000,000 in benefits, {
| Un viere able to detormine from a roview of Lhe claim files that the
averane nccupational disease claim is cnsting J-11 in excess of $2,300. l‘
In 1776, payment was made an 673 claims for a total of $1,994,708.16, or
an averaae nf 22,815.31. Approximately 157 of these claims were traumatic |
claims as oppnsed to the occupational disease type claim. ‘

Sixty pereent of all of the employees filing claims will file, or have\
f{1ed mare than one claim, These claims normally fall in the area of ‘
"additional henafits” based upon a worsening of conditions or survivor's
benefits. Mumerous files were yeviewed where an individual claimant has
filed five or more claims during his/her lifetime of employment.

A small nevecentange of travvatic injuries occur at the J-11 lacation in
Manvitie, ant nf thaae rlains that onccur, treatment as well as notice is
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al the odical Lealer where Lhe facilities, as well as the parsonnel, are

prafessionally equipped to provide medical attention. All future medical

Lreatment is also provided for those employces and, thus, the cost of outside
medical care is aenerally eliminated.

M, Podnarchak will setUle approximately 100 traumatic claims a year
of the "in-honse” varierty, uhereas these claims are settled without an attorney
in Itr. Bondnarchuk's office.  The necessary papers are completed and the
informalion forwarded to the Horkers' Compensation Bureau. Ve were fortunate
in ohsrrving one such settlemnnt, wherein the injured claimant had sustained
an injurv tn his right rina finger and was unable to make a fist. 1Initially,
Lthe offrr to sattle was based upon 33 1/3% loss of the finager and later upped
Lo A% which in our opinion was fair. IL is our opinian that the settlement
saved - wany dnllars as had the claimant bhoeen represented by an attorney,
movre than 1itely the yvyard wounld have heen for a percentaae of the hand,
as opprsed 1o merely the finger.  In addition, -1 would have been required

tn pay for the claimant's medical examination as well as a percentage of the
claimant's altorney's fce.

RESTRVLIIG:

fho reseovyinag of the individual claims are done by Tom Bodnarchuk,
whn places his auesstimate reserve on Form 55-15 opon receipt of the de-
fanae modical reports. The rosorves will be updated upon receipt of addi-
Lional medical information, or il there is annther claim filed for additional
benefits, ar if the updated wedical report indicates a woarsening of the
claimant's eondition. o reserve is set for in-house medical treatment,
Reserving is done on a case tn case basis, predicated upan a quesstimate.
of what Lhe claimant will receive at the time of hearing. Ho consideration
fs given to reservina these cases on the ultimate future dollar amount that
the injured employee will receive. As an example: If he is successful in
this clinim, we can forecast that with a hiah denree of certainty, that this
Individaal will file additional claims anproximatelv everv two years, bhased
upnn the nature of the dinrase,  On these particnlar cases, consideratinn

shonld he aiven to reserving an the ultimate, as opposed to the present day
Award,

.

NEDTCAL (1111 R:

The 3 N Dodical Conter ds ane nf the hest eaquinped me-dical ceonters that,
I have seen and -t 4 Lo bhe complimented,  The velationship botlween the
CYalm Bepary toent and Jheelical Conter appen s 1o be oxeellent wilh the Claim
Bepartmont having full arcens 1o 1 infarmation contained in medical vecords
on oxch emplayee . The in houce Lreatment appears 1o be of hiagh quality and
taves -1 ey dollare in mdside medical conts,  Those casnc roquiring
tpectaliats reroive ontside mirdical attenlion as well as do the medical exam-
fnattong by the applicwmt s dactara, 1L is onr understandina that the "'ndical
Contar’s toly) apevating raatl o allgcated bact ta the four plants invalved
In the rompies At Manvilie e do not bnow what tax bennfit Jnhns-Hanvilis

)
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devives from this setup, however, this will be rovered under our recormendations.

Tha cataloaing and continous un-datinag nf employee's chest x-ravs
Allays -1 Lo make as annd a determination of {he continuous condition of

their employees as can be gathered and is of innumerable benefits to your
CTaim Department.,

A wmorning visib with . Frank Kemp of ynur Cost Accounting Department
indicated that there is a severe need for accurate, timely loss information
from the Claim Depariment..  Presently all aof the procedures for issuing
henefit payvments, are pracesseod manyally and are issued on a weekly basis.
Tha Coqt Acoaunting Depaviment receives the Torm 55-15 and at that time,
camploten an accnunlinag sheet on each individual rocipient of benefits, and
thi~ ~heel is updated manually during the course of each payment, 1f the
adminigstratar of Lhe vouchers sees that the payments are approaching or have
eicihoded Lhe amount previously set by the 55-15 form, he/she notifies Mr,

Yodnarchuk that the reserves should be increased, based upon the indicated
paviments |

Inazmnrch as the Tist of claimants, the amount of henefits, as well as
the fulgre henefits are nol nff computer loss runs, the information st
be done manuatly,  Inasmuch as fir. Kemp's department is required to post
All poyments as well as fulure reserves on claimants by yrar's end, the
Claim Department must manually Tist each case held in suspension awaiting
medical determinatinn, e, Bodnarchuk estimates approximately two weck's
time for Lhe compiling of this information. The previous listing supplied
In Tate 1076, showed 27% cases in suspension, awaitinag the quesstimate of
reserves, amd the total reserves posted on those 225 cases after a review,

were 4642.,900,  This system should be revamped and will be discussed under
our reocoammendation's caption, ;

Ihe issnance of the benefit payments is without proper policing., The
Ieqttimicy of Lhose receiving the benefits should be routinely checked to
see {f the individoals are tntally disabled and not employed elsewhere,
further, if a wife has remained widowed or if she has remarriced.

* + * * * *

(RECOMIENDATIONS)
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I. Trom a procedural standpnint, the present system of matchina the
patition Far hanefits and the claimant's folder is proper, howrver,
A bharklog and a delay is created in the vesevving of thosoe files under
the prosent svabem,  Tnasmich as Tom mst auait medical reports From
the defense doctor prior to posting Torw 55-15, it is our reconmenda-
Vion that due ta Tom's excellent knowledae nf all factors reltated Lo
roeservine, Lhat he make his quesstimate nf the claimant's condition
for reserve purposes at the time the petition for henefits is received.
This svstemt uill alsn alleviate the end of the yerar Jist Lhat has to
e Lo oite, Kesm's o department.

11, e vould further rocowmend that reservina he hased ypen the ultimate
prvment, as oppasad to vesarving on U individonal yvearly auard,
Moo d- has many old eanlnyees with pasitive findinas of asbestosis,
ue shaul )l ba abhle Lo reserve on awarvds uhich are in the area of 177
For permanent partial disability vhich the annlicant will ultimately
roceiva. e realize the current opinion as to the deductibility for
Foderal Incone Tax purpnsas of amountis set aside by an eepiover of
a self-insured proarart is in a state of flyx, howaver, ue do feel that
andey existing case law, an emplover can sat aside reserves tn the
evtent Lial such rescrves represent "accrued” tiabilities. As the
nature nf Lhe disease is understood, Lthe condition never ncts better,
bt continucs to uorsen. Further, knowina that a certain percent of
Lthesn ornlovens will file for additional benefits, it vonld anpear
that J-i1 could satisfy the "all ecvents test”, (i.e vhether all the
events hive occurred durina the taxable yvear which determine the fact

. of Tiabilily and whather the amount thereof is ascertainable with
reasonable certainty,

Since 1273, tuo now cases have heen reporled vhich are relevant to .
J-1's position as to reservina,  Thev are (rescent dharf and ‘larchaise
Cormany v. Commissioner, 5§13 F,2d772 (“th fivcuit, 19758), reversing

At yemanding BT 17C. /51 (1973)5 and Yien Consolidated Air Lines v.
Connissionor, 526 F 2duet (9th Circuit, 1876), affirming 67 T.6.713
(raz3y.

The facts and holdinns of these cases should be analyzed by your Lenal/
Tav Depariments and consideration aiven to your nresent situation as
it stands 1o piece meal roservving at fansvilie, Hew Jersoey,

1EL. Your Tax Department should also consider what area is hest cevyed from
A bt deduction as to the Nedical fenter. As il prosently slomis,
the tatal cost (nnt includina depreciation, etc.) is5 charaed hack to
pach plant as an allocated expense. The actual cost for medical treat-
m-nt uhich has heen provided from a daviers' Cowponsation clyim stand
pernt, it i asaumed, is not shown as a deductible expense in the
haedting of theee flains. 1t vould he o recormendation, that the

- Wotic ]l fenter's treatwnnt cnst he charaed as part of the bonefit

pPoyients,
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Y., TInasimuch as the State pf Hlew Jersey has nnt exnressed, nor has it
aquestioncd the issuance of bencfit payucents on a monthly basis hy
nLhers in the state of Hew Jersey, J-H should switch over on all
perieanent and portial awards to 3 monlhly issuance of benefit drafts,
thas <aving numerons Lhousands of dollars in man-hours as uell as
the cnst af mailineg, This system vould also free-up individuals from
this laborious task of weekly issuance of drafts and allowu this time
Lo be spent on more productive areas that will benefit J-1,

Voo random selected disabilitv cases, checks should be hand delivered
Lo the claimant (3807 to 907 of All recipients of claim bennfits Yive
within 25 milers of Manville, flew Jersev) ta determine ifF a claimant
is Inagitimately disabled and is unahle tn pevfor his present warl:,
In addition, this procedure will allnow J-11 Lo Jetermine the widow's
status as wnll as whether the children are still livina or have been
prancipated.

YT, J-11 should estahlish a monthly Jdoss run that will qive a break-out
of individual ctaimants, date nf loss, the lacation of their employ-
ment, amounts paid and future estimated cnst, These Inss runs will
anable your Claim Department, as uell as the Cost Accountina Department
Lo folloy individual claimants, Lhe payments, reserves, and, if any
case is apnroaching self-retention Timils. These loss runs will also
atd vour Tax Department in their accountina to the Internal rvenue
Service.  lny benefits can be derived from proper conputerized loss
information, esnecially in the budaeting for fulure vears.

Antnatec has available individuals that could assist J-i1 in establishing
compiter loss runs, whather it bo done at the lHanville location or in
Denver.  Our cnst for these trained individuals uho conld. assist in
sattina un Lhe necessary systems is 5300 per day, or an aqreed unon .
arwvantend cnst after Lthe initial survey his determined vhat is required
o cdennnded by J-11,

VAT Inaswuch as J-1is facing an estimted 47,000,000 din bonefit payments

/’ in the next five vears, a complote reviev of the claim and medical
opevations should bhe undertaken to deterning Lax advantaars, and
vhother J-i1 should undertake a nar svstem of reserving anl elaimina
tae dotinetiona, Yo Insurance Dopart sent as well as teaal and Tay
Conaptoents minnl vant Lo consider a "caplive” insmrance sestoeay yhich
Vil allew possible Lax advantaages,  Pealizing that any noa method
oy Tifelv hving Taw suils from the Internay] Bovenne Servics 1o debrree
e The Fegality nf 000 tace de tue Pionss, oy company mmsl oty Lhe
e tevaination ae to whether such litioation is carranted and has oa
Wigh pryveent of suceess,
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Joo would like to extend our thanks to I, Lou Hemerda, Supervisor of
ShHfety and Lootoymenl Benefits, ilr. Tow Bodnarchuk, Coordinator of tYorkers!
Coopensalion Bonafils, as well as the airls Tor their cooneration in pro-
viding us vith all materiols rorunsted, as unll as their time, e vere very
iproassed vith thae undervstlanding ant the professionilism displayed throuah-
ol oyvory complex atb lianville, as well as Lheir devotion to 10ss prevention
and avareness of Lhe necupational diseasn problem.  Prevented measures have
heon cdtensively undertabon by J-11 since the early '50's, yet the contrasting
modical apininns as ta tha deqres of exnosure Ln ashestas fibers, males loss
movention esbromely difficult, if not impossible. Due to the time span
for manifostation.. . 20/30 vears, only time can trll §if the many millions
af doliars thal J-10 has snent to safequard theiv employeces will reduce Lheseo
cinims simiificantly,

QL&./ Moo

Pahryt (0, H(ﬂnn{ol. Yice President
ACTION TICHIHICAL SERVICES, THC,
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