Suly 15, 1977

Cooners o« Lybrand
2307 Trudential Plaza
Dernver, Coloredo £35202
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R cnnLotier wath litigation and contingent liabil-

rries amuingt or ¢ffecting Johns~Maaville Corporatior and
its consclidated Lnited States subs .diaries ’'the "Company").
I Lave examined the {iles of the Geieral Counecl's office as
to the matters rcferred to in such .etters and as to matters
0f a similar nature cccurring since Arril 19, 1977. Dic-
cussed below, in surwary form, are (i) material changes
occurrin¢ to the date hercof in those mattere set forth in
the above described letters and (ii) thosc metters arising
since April 19, 1977, and containing claims of $£500,000 or
wore. :

. Lo Al 2! Health Cases - As of July 12, 1977,
“Le Comnpany was a defendant or a co-defendant in
392 cases a leqginag damage to the health of in-
sulation vol hoers or other persons exposed to
anbonzan filer or ashestos-containing products
rancafactured or sold hy the Company and in most
caseg, certolin other defendants. The cases
degoribed i sub-paraaraph (a) below are included
1noThe 392,

Cince April 19, 1977, tihe following occupational
licaith caset have been disposed »f: '
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Case
1977

Lvava

Arnount of

Settlement

or Verdict J-M*'g Share
$36,000 54,020

(a) Dr. ¥ent Vise and Dr, David Wise Cases - As
reflected in my letters of Jaauary 3., 1977
-and April 19, 1977, the Trial Court had
sustained the Company's demurrer to the
plaintiff Browner's complaint as to all of
his causes of actlon against Johns-!lanville.
The plaintiff thercafter filed an amended
complaint naming Johns-Monvsille Salen Cor-
poration and Canadian Johna-Marville as
defendants. His the>ry in the amended
complaint was that Johns-l"anvillo Products
Corporation is entitled to tho worker's
compensation defense but the fiber suppllier,
Johng~Manville Sales Corporation and Canadian
Johns-ltanville are nat. The Ccmpany chal-
lengec this theory on the grounds that the
defense applies to the entire corporate
structure of Johns-Nanvillo. The trial

sustained this general damurror to the
amended complaint. It is uncertain at this
time whothor the Court will allow the plain-
tiff to amend his complaint a second time.

Ylextran - Justomer Claims - 5ince my letter of
hApril 19, 1177, two additional Flextran customer
claims have becen settled. These two claims are
lassau lay, Texas and Quail Valley Utility Dis-
trict, uouston, Toxas. LCach of those cases was
included in the second category of claims which
were the subrject of pending litigation at that
time. Thesa cases have now beer settled, lassau
Bay for $207,500 and nuail Valley for $245,000.
Accordingly. each should be moved from the "Sccond
Category" to the "Pirst Catcgory”. Tis raises
the total puid out of the losii contingency to
51,435,000 . ecaving a balance of $2,665,000. It is
my opinion ¢hat the original lose contingency of
$4,100,002.00 as establishad remains appropriate
ard sufficicnt.
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3. Polychrome Corporation vs. Johns Manville - This
is a new case arising in Yorkereg, lMew York and
alleqedly involving a defective built-up roof.
The plaintiff alleges damages in th2 amount of
$1,500,000. It is expected that any damage for
wvhich the Company might be found liable will be
adequately covered by insurante maintained by the
Company .

&

“Tucker vs. Jaffe Insulation et al - This is a new
case arising 1in uew York .n which the -plaintiff
was allegedly injured whon the scaffold on which
ha was staniding collapsed. The plaintiff is
r.eeking damages of $1,100,000 and alleges the
collapse was due to neglivence cf the defendants
including tnhe Company., I+ i{s ecxpected that any
camages for which the Company might be found
liable will hLe adequately covered by insurance
maintained by the Company.

P gcrémite, Inc. and lion=Metallic Metals Corporation
of Anerica vs, Johns-Manville Cales orporation et

al

<Tiis 18 a now case In otate Court 1 Los Angeles,
Calfifcrnia and arising out of negotlations between
the plaintif'fs .and J-M for the sale of J-!''s
Western Talc business. After approximately onc
vear of wor}, negotiations were susponded. The
i’laintiffs tave sued J-M for speciflc performance
and tor $060C,000 damages. The Company believes it
lhas substantial dafenses to all claims by the
prlaintiffs and thus the suit will not materially
adverscly affect its financlial position.

C. Firast llatioral “tate PPank of 'ew Jersey:
v. Johns-"arville Corporation - This is
a new casc filed in The Superior Cou. 't for Lssex
County, liew Jeroey and arising out of the lecase by
the Company of certain communication equipment
from Wiltek Leasing, Inc. The claim by the Nank
iy for the Company's failirn to make leasc pav-
rents to the lunk as assigneae >f the lLrase in-
volved. The equipment involved vwas eitler never
received by the Company or never installed. The
bank clainms the position of a go03d faith holder of
the lLease nct subject to such 3defenses. Tho BDank
acelks damagos totaling approxina:zely $€00,000,
The case is in tha very early stiges with no
discovery comnpleted to dato.
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. lisurance Coverage

3. onoouly 1, 1977, the Company revisod its insuranco
coverac:. o 0f that date, with respect to claims
alleging Mability for products and completed

uperations the Company iacreased its self-assumption

of losreor from 23.5 million to 55.0 million per
vear.. Abtve this level, insurence is provided by

an unbralla policy. Certaln other changee in the

Corvpany 's insurance prog.am werce also made.

further information on the insirance coverage may

0 wbtiired from the Manager of Insurance.

. rher Matters - There are no .egal nproceedings pending
¢F to the bost of my knowledgh, threatened against
Johns-Manville 1971 lLxecutive Incentive Plan-or the
inmployee Thrift Stock Plan.

Very truly yours,

1

. B. Vcn WwWald

isrsiszart General Counsel
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