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On Thursday, August 26, Manville Corporation and
its principal American and Canadian affiliates filed
voluntarily for reorganization under Chapter 1t in

New York.
in the following interview, John A. McKinney, Man-

ville's Chiet Executive, answers questions about the
background of this startling development:

o.m.mm.mmmmm.mm!o
wrong with Manvilie's operations?
A.Notfningismwm”wmﬂmgmndo_u
not mean that the Company is going out of business or thet its
assots will be liquicated. Thousands of sshestos-heaith lawsuits
are the problem! We're the American and world leader in a number
of markets, mostly reiated to construction. During the current
recession our saies have heid up well and we've operated at better
than litigation expenses). We've siim-
med down %00, having eliminated more than 1,500 salaried jobs in
the last six months. We'll continue to generate substantial cash
fiow. Our Chapter 11 toll me Manville has stronger
businesses and cash flow than any other big company that's ever
filed.

Q. Your businesses are in good shape, but you flled under
Chapter 117 Why?

A. We're overwheimed by 16,500 lawsuits related to the heaith ef-
fects of asbestos, with many more projected. The federal goverm-
ment has refused to admit its responsibility to its shipyard workers.
Congress has failed © act 10 provide compensation for cigimants.
Chapter 11 is the only orderly way for the Company to handie the
titigation and treat everybody fairly. You may have read recently
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_ deferring postponing
capital expenditures. We would aiso have had to cannibalize our
good businesses just 10 keep going. If recent trends had continued
we wouid have had to mortgage our piants and properties and new
credit wouid be most difficult and expensive to obtain. This is no
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don'tmchaptorﬂmamoasinguompbmwloua
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©© permit the Company to operate normally, providing jobs and
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A We o't axpect ry savacen

probiem in making full, ti

payment for new shipments after our flling. e il
Q. What effect will Chagter 11 have on ustomers
A. None. We will continue Mdmn”:dcshb hlm-;utll!y
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Q. What will happen to the lawsuits?

N e Rl e momiks e Tl X resiaae o e

BELEAGUERED BY A
MANVILLE FILES FO

Attention: Manville Corporation Shareholders,

P o T Y

to establish an effective system to handie thees claims in Chapter

11.

Q. What are all these lawsuits reaily about?

A. It's a long story. Here's the bottom line. Not urit 1964 was it
known that excessive exposure [0 asbestos fiber released from
asbestos-containing insuiation products can sometimes ceuse cer-
tain lung diseases. Since the mid-"70s, lawsuits have been brougttt
uummmmu.wm.mmmofmzo.ooo
people alleging injury from excessive asbestos exposure. We
have disposed of about 3,500 of these cases by settiement or trial.
In a significant number of cases tried, juries have found that we
were not &t fault and acted responsibly in light of then-existing
medical knowiedge. Nevertheiess, new lawsuits have been com-
ing in at a rate of 500 a month — every month! in the absence of
Congressional action, the board of directors conciuded there is no
conceivable resoiution to this burden, ather than Chapter 11. Just
to put it in perspective, Newsweek has stated that asbestos heaith
litigation surpasses in size all the automobile accident suits pen-
ding across the nation before no-fault insurance laws were

Q. 20,000 plaintifis? 6,000 new ones a year? Where are these

pipes and boilers in most ships built or refitted during World War il.
The largest group suing us now congists of shipyard workers
claiming recently manifested injury from asbestos exposure dur-
ing wartime service, 40 years ago.

ing, and it pays only a small part of each claim.

Q. Why is that?

A. The whole subject disgusts me. Now, when we need the
coverage, with one exception, the insurance companies are
reneging. We susd them all in California in earty 1980 to force pay-
m@Ywm’tW&Mmm.mmmor.msﬁu
aren'’t sure which judge will preside over the case. As a resutt the
cmhumw.nmwhumungobo.mmmm
of insurance companies has made it necessary for us to take this
action. | have instructed that our damage claims in the California
case be increased by five billion dollars to partially compensate
creditors and sharehoiders for their iosses.

Q. How much do the asbestos lawsults cost you?
LIMMWMWM.WM&MMr
$40,000 per case. This is sharply higher than our averages in prior
years. internal legal staff costs are also substantial.

Q. It alt 16,500 lewsuits now pending cost $40,000 apiecs to
m.mmwmmm:‘mmmmmmm
your insurance companies, your probiem is obvious.

A. Right. And that doesn't take into account the cases yet to be fil-
od. Taiking about legal costs, one of the truly outrageous aspects
of this situation is the amount of money being poured down the
drain in itigation expenses and fees paid to plaintiff's
lawyers. Cur best guess is that the infured worker receives less
than a third of the total cost of these suits. The court system. with
separate individual trials, is too inefficient and haphazard for a
massive problem iike this. We need an effective, practical national
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" istem which deiivers maximum payments to injured workers,
; inimizes the costs of dellvering those peyments and withhoids
" syments to those with no disability.

; . What do you meen by haphazard?

' . There is no better word to describe our experience to date in
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"1. A total of 52,000 lawsuits at & cost of $40,000 aplece could
'een a total cost of two billion doilars and that doesn't inciude
n inflation tactor. Could Manville afford t?

"\ Not on our own. Our businesses are strong and viable but they
wght not be abie 10 pay a bill that big. Even if we could pay,
- ithout the pratection of Chapter 11, it would cripple us. The cost
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s Awitd. I've never had to do anything | hated more. Our loyal s

X g/ he up-
Jer3. lenders and sharehoiders ail may suffer losses for their
Mt and investment exposure befors our Chapter 11 filing.
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Then, too, the many people who do have disabling injuries from
OXCe8sive eXposure 10 asbestos will be hurt. Their claims will be
delayed and reduced. Still, it seems to us that the only orderly way
10 treat everyone fairly is through a court-supervised Chapter 11
proceeding.

Q. Disabied workers are fully protected by workers' compen-
sation. How is it most people think they can sue you?

A. You're partly night. Workers' compensation covers an
empioyer's liability to its empioyees for injury in the workpiacs.
The iaw has been interpreted to make °empioyer” and
“empioyse” very restrictive terrns. This means that & 1940's
empioyee of & shipyard can get workers' compensation from the
shipyard, but he can aiso sue us for having supplied the aliegedly
defective product. | don't agree with that, but the fact is we are be-
ing sued in virtually every state because of it.
Q. lsn’t there some other national program for people injured
while on the job? '
A. There are programs in other industries, but not for asbestos
workers. There should be a statutory compensation program for
asbestos injunes. We've tried (o Qet a program passed, but Con-
gress has been preoccupied. This is another reason we've been
forced into Chapter 11. No other country uses the court litigation
system to provide compensation for occupational dissase.
Q. How long will you be in Chapter 117
A. That depends. i've ordered our laywers to go full blast. One of
the biggest problems will be court approval of the estimated
amount due in the future to product-liability clsimants. Once we
get that approval, | think that getting out of Chapter 11 cught to be
just a matter of finishing up the legal proceedings. in the mean-
time, | understand that a company in Chapter 11 is allowed to con-
du':rmm in the ordinary course of business without court ap-
p L

One other thing needs attention. Our iawyers tell me that Con-
gress needs to act by October 4 to straighten out an important
technical point of bankruptcy court jurisdiction. important aspects
of our Chapter 11 case could be stalled untii we get new legisia-
tion. / hope Congress will resoive this important technical problem

hope the govemnment will step up (o its responsidilities for having
played a role in creeting the disease probiem,

Q. is thers anything eise to know?

A. Yes. You shouid know that | and the people who work for the
Company have tumed every stone at least once seeking an out-of-
court solution 10 this problem. Chapter 11 hurts, yes. However, our
board believes Chapter 11 is the best way to protect our
businesses. We expect to emerge from Chapter 11 stronger than
ever. We are determined 1o make the best of this for everyone
involved,
August 27, 1982
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For turther information write to the Corporate Relations
Department, Manville Corporation,
P.0. Box 5108, Denver, Colorado 80217
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