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* * * 

Item §. Legal Proceedings. 

As of March 1, 1974, the Company was the defendant or a codelendant in 1,370 suits alleping 
damage to the health of persons exposed to asbestos fiber or asbesios-containing products manulac- 
tured or sold by the Company and, in most cases, certain other defendants. The majority of these suits 
(typical casesTM) allege that the Company and other defendants failed in their duty 1o warn of the has- 
ards of inhalation of asbestos fibers in dust originating {rom such products. The Company maintains 
that there was no basis for any warning until publication of scientific studies in 1964, following which 
appropriate warnings were given. A small number of cases are brought by some of the Company's 
own employees and by employees of other manufaciuring companies that used asbestos fiber in their 
operations, which fiber was supplied by the Company, and in some cases other suppliers. With respect 
teethe son Cannpuny emplovees, the Company denies suy anigqoe Lnowledge ot in the frrsession of 
thewe plaintitly’ employers which wouhld give 1isc 10 any special duty on the part of the Company. With 
respett o the Camnpany emplayers, the Company awerts that applicable workers campeacation stat. 
utes provide the appropriate_and exclusive remedy. 

Inctuded within the 1370 cascs are six multi-plaintill cases. two of which are mirely aggregs- 
tions of 22 plaintills but otherwise indistinguishable from the typical cases described above. The 
other four mnlti-plaintiff cases and three other groups of cases — indemnity actions, direct employee 
actions and purported elasy actions — are described below, 

In addition 1o these current s, the Company has settled or otherwise dispised of 279 eases. 
Of cleven cases which have procecded through trial, five were decided in favor of the plaintiff, the 
Campany received jury verdien in its favor in five cises and one casc is awaiting decision by the Ken- 
tucky Supreme Court. S : 

Malti-Plainifl (ases. Each of the four multi-plaintill cases mentioned above was liled in 
the United States District Court for the District of New Jersey, and consists of three cases brought 
by approximately 500 former employees of Rayhestos-Manhattan, Inc., and one case by four for. 
mer emplovees of OwensCorning Fiberglas Corporation, their spouses and all those similarly 
situated. In each of these cases. the plaintiffs seek damages for various injuries or death claimed 

- to have resulted from exposure to asbesios fiber sold to their employer by the Company and 
certain other defendants. Of the 500 plaintifls in the Raybestos-Manhattan, Inc. employees cases. 
309 each seek $1.000,000 damages and $1.000.00 in punitive damages and the remainder each seek 
$4.000.000 damages (including $2,000.000 punitive damages). The Company believes it has sub- 
stantial defenses to all such claims. ) 

- - Indemnity Actions. In five cases. brought in Superior Court for Contra Costa Courity, Cali- 
fornia. the Company is a crossdefendant in actions by former employees of the Company against 
2 former contract physician of the Company. The plaintiff’s claim in each case is based on the 
alleged failure of the physician to advise that each had contracted a pulmonary disease associ- 
ated with asbestos fiber. In each case, the physician has crosscomplained against the Company 
seeking indemnity on the plaintiff's actions (each plaintilf seeks SR0N,000 compensatory damages 
and $1.500,000 punitive damages) and asserting independent causes of action of $12.000.000 dam- 
ages (including $10.000.000 punitive damages) for breach of contract and misrepresentation. In 
one other case, also brought in the Superior Court for Contra Costa County, California. the for- 
mer contract physician of the Company is seeking indemnity from a judgment rendered against 
him on a case brought by a former employee of the Company on substantially the same grounds 
as the five cases described above. The trial court has sustained the Company's demurrer to the 
indemnity actions. The Company belicves that it has substantial defenses to all of these actions. 

Direct Employee Actions. Included within the 1,370 cases are a series of cases brought directly 
against the Company by certain of its employees and former employees at several locations seeking 
damages for injuries claimed to result from exposure 1o asbestos fiber supplied by the Company. 
The cawes consist of 24 cses (3 total of 58 plaintiffs) arising out of the Company's Pittsburg, 
California plant with each plaintifl seeking $11,000,000 in damages (including $10.000,000 puni- 
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tive damages) : five cases (with 125 plaintiffs) arising out of the Company’s Lompoc. California 
Macility with each plaintiff sccking in exeess of STLOOMO in damapges (including $10.000,000 

punitive damages) ; one case (with 15 plaintifls) arising out of the Company's Waukegan, 1lli. 
nois [acility with the plaintills secking a total of $75,000.00) in damages (including $50.000.000 
punitive damages) : one case (s purported class-action) arising out of the Company's Manville, 
New Jersey plants. with each plaintiff seehing $500.000.000 in damages: and one case (2 pur. 

ported class-action) arising out of the Company’s Denison. Texas plant, with the plaintiff seeking 
$2.500,000 in damages. The plaintiff's claim in each case is based principally on the alleged fail- 
wre of the Company to warn of the hazards associated with such fiber. To date, two similar cases 
-have bieen disposed of by smnmary julgments granted in favor of the Company. The Company 
belicves it has substantial defonses (0 all of thee actions, indhuding the defense that applicable 
workers’ compensation statutes provide the exclusive semedies 1o the plaintifls . . 

Purported Class Actions, In addition to the two pasporied chos actions des ribed mder 
“Direct Employee Actions”, the Company is a defendant in five other purported class actions 
also included within the 1,370 cases. 

1. International Bratherhood of Boilermakers, et al vs.’ Johns-Manville Products Corporation, 
el al is a purported class action filed on December 15, 1978 in the United States District 
Court, Mobilc, Alabama against the Company and five other delendanu brought on behall of 

. all past and present employees of the Ingalls Shipbuilding Division in Mississippi alleging 
- injuries from exposure to asbesios<ontaining products supplied by the defendants. The com- 

plaint seeks damages for the named plaindill in the amount of $100.000 and for the members 
of the class of $250 million. The plaintifl also seeks injunctive and declaratory judgment re- 
lief. . 

» 

2 Prudencio Chavez, et al and John Pouncey, et sl vs. Johns-Manville Corporation, et al is a 
purported class action filed on October 27, 1978 in the Superior Court for the County 

. of Los Angeles:-California against the Company and 18 other named delendants. The plain- 
tifls purportedly represent: (1) all living persons who worked in the employ of the Todd 
Pacific Shipyards, Los Angeles, and (2) all living persons who worked in the employ of the 
Long Beach Naval Shipyard. Long Beach. California. The- suit seeks damages for injuries al- 

. legedly suffered by each of thesc employees arising from exposure to excessive levels of as- 
bestos fiber from products sold by the defendants. The damages being sought are compen- 
satory damages of $1 million per person, medical testing expenses of $1,500 per person. dam- 
ages {or unjust enrichment of the defendants equal to the delendants’ profits from the sale 
of asbestos products from January 1, 1938 to the present (estimated by the plaintiffs to ex- 
ceed $1 billion) and punitive damages equal 1o the profits realized from the sale of asbestos 
products from January §, 1938 to the present (estimated by the plaintiffs to exceed §1 bil- 
lion) . Discovery has not yet commenced in this case. te - 

8. Washington, Willie Lee and Jewel Rivers, et el us. Johns-Manville Products Corporation is e 
" _purported class action filed on January 25, 1978 in the United States District Court for 

the District of South Carolina against the Company and eight other defendants on behalf 
of all past and present employees of the Garco facility in North Carolina alleging injuries 

. from exposure to ashestos<containing products supplied by the delendants. The romplaint 
. seeks compensatory and punitive damages in unstated amounts. ) 

4. M. E. Parson, ]. S. Hendricks and C. W. Hendricks, et ol vs. Johns-Manville Corporation, et 
al is a purported class action filed on December 1, 1978 in the United States District Court 

.- for the Southern District of Georgia against the Company and twentyone (21) other de- . 
. - fendants on behalf of all past and present shipyard employees and insulation workers who 

" have been or are exposed 10 asbestos material in the course of their work. The complaint 
sccks compensatory and exemplary damages in unstated amounts and alio secks injunctive 
and declaratory relief. ) 
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5. Van Harville and Calvin Tillman, et al vs. Johns-Manville Products Cotparation, et al is a T 
_ purported class action filed in January, 1979 in the United States District Court for the 

) . Southern District of Alabama against the Company and five (5) other defendants on behall 
: of all past and present employees of Alabama Dry Dock and Shipbuilding Company alleging 

* injuries from exposure to asbestoscontaining products supplied by the defendants. The com- 
plaint secks damages for the named plaintiffs in the amount of $100,000 and for members of 
the class of $250 million in compensatory damages and $250 million in punitive damages. The 
plaintilfs also seek injunctive and declaratory relief. 

~
@

 

With sespest g cach of the pungearted clas actions, the Cunpany belicve thae ae inul 
ficient {acts to support class action status, that it has sulntantial defenses to the claims made and 
that any revovery will be adequataly eovered by applicable insuisance maintained by the CGom. 

. pany. . . 

The Company believes that the prepoderance of asbesovrelaad injuries complained of orig: 
inated from exposure to concentrations of asbestos dust prevalent many years ago. During the 
periods of injurious exposure, the Company. government olficials and medical and scientific author- 
ities belicved the duw Jevels 10 which mbestos insulation workers were exposed presented no appreci- 
able hazard 10 the healih of such workers. Since the publication of scientific sundies in 1964 link- 
ing pulimonary discase in insulation workers o asbestos expuonie, the Company has warned worlers 
of the hasards of expasure and has institnted dust control and other salety measures in operations 
under the Company’s control which the Company belicves will reduce or virtually eliminate the in 
cidence of fiture injuries. The Occupational Safety and Health Administration has also prescribed 
stiingent contiols amd work practices in ashestorrelated occupations. Due o Jong latency periods en- 
countered in the development of mbestosrclaied disease. .new cases continue 10 arise. Such aases 
are believed by the Company to relate to earlier exposures. 

3 OF the 290 ashestos healih cases tried. settled or otherwise disposed of. the average amount paid 
by or on behall of the Company is less than 820,000, with only ‘five cases resulting in damages of 

_wmore than SIM.000 being paid by or on behall of the Company. During 1978 there was a slight upward 
. trend in the average disposition cost per case in comparison with prior years. As indicated herein, the 

- Company believes it has substantial defenses to each of the ahove described claims. The Company further 
- believes that any amounts that it may be obligated to pay as a result of the pending asbestos cases will 

e adequately covered by applicable insurance with the possible exception in some cases of punitive 
’ - damages directly alleged against the Company and the direct actions by employees and former em- 

* ployees of the Company. With respect to the punitive damages, it is the Company’s opinion that 
such damages, if any, will not be material to the Company’s financial position. With respect to the 
direct activns by employees and former employess of the Company, it i the Company’s opinion that 
applicable workers’ compensation statutes provide the exclusive remedies to such plaintifls. 

‘ - Based on the defenses and insurance coverage available to the Company and its experience to date, 
, “the Company believes that any recovery by the plaintiffs in the pending cases will not materially . 

adversely affect the Company's consolidated financial position or results of operations. 

* * * 

‘ + While the result of any legal procecding contains elements of unceruinry, it is the present 
g- opinion of the Company that the above described actions will not have a material adverse elfect on 

the Company's consolidated financial position or results of operations. 

* * * 
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