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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

In re:
FULLER-AUSTIN INSULATION COMPANY, : C.A. No. 02-1661 (LPS)

Debtor.

Annual Report of Trustees

Pursuant to Sections 2.2(c)(ii) of that certain Fuller-Austin Asbestos Settlement Trust's Trust
Agreement effective as of December 8, 1998 (the “Trust Agreement”), the Trustees of the Fuller-Austin
Asbestos Settlement Trust (the “Trust”) hereby file required reports as follows (capitalized terms not
otherwise defined herein shall be used with the meanings given them in the Trust Agreement):

1. The audited annual financial statements of the Trust for the year ending December 31,
2016.
2. A summary of the number and the type of claims disposed of during 2016.

As required by the Trust Agreement, the Approving Entities and Reorganized Fuller-Austin have
been provided copies of these reports.

Executed this 29 f-i‘day of March 2017.
Fuller-Austin Asbestos Settlement Trust

By:
W.D. Hiltdn, Jr., Managi
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REPORT OF INDEPENDENT AUDITORS

S OWAN To the Trustees of Fuller-Austin Asbestos Settlement Trust
HORAN

ACCOUNTANTS We have audited the accompanying consolidated financial statements of the
CONSULTANTS Fuller-Austin Asbestos Settlement Trust (the Trust), which comprise the

consolidated statements of fund deficit as of December 31, 2016 and 2015,
15301 Dallas Parkway and the related consolidated statements of changes in fund deficit and
sA?ii;ies?:?Texas 75001 changes in investments for the years then ended, and the related notes to
MAIN 214 545 3965 the consolidated financial statements.

FAX 214 545 3966

www.bkmsh.com Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with U.S. generally accepted accounting
principles; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud
or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements
based on our audits. We conducted our audits in accordance with U.S.
generally accepted auditing standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures
selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of
the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion.  An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements referred to above
present fairly, in all material respects, the consolidated fund deficit of Fuller-
Austin Asbestos Settlement Trust as of December 31, 2016 and 2015, and
the consolidated changes in fund deficit and investments for the years then
ended in conformity with accounting principles generally accepted in the
United States of America.

Emphasis of Matter

As discussed in Notes | and 8, the Trust is intended to be self-liquidating.
The current year fund deficit includes the Trustee's estimate of the aggregate
future liability to arise from Asbestos Claims filed with the Trust, resulting in
a substantial deficit.

Restriction on Use

This report is intended solely for the information and use of the Trustees,
Management of the Trust, and for filing with the United States District Court
for the District of Delaware and should not be used by anyone other than
those specified parties. This restriction is not intended to limit distribution of
this report, which, upon filing with the United States District Court for the
District of Delaware, is a matter of public record.

GRM Assien ot0n, 129

Addison, Texas
March 23, 2017
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Consolidated Statements of Fund Deficit

December 31,
2016 2015
ASSETS
Investments, at fair value (cost $119,704,910
and $124,362,299, respectively) $ 127,220,440 $ 127,677,864
Investment income receivable 321,158 281,826
Deferred tax asset - 556,058
Prepaid expenses and other assets 86,355 94,312
Investment in Trust Services, Inc. 27,785 27,785
Total assets 127,655,738 128,637,845
LIABILITIES
Accounts payable and accrued expenses 89,855 96,768
Deferred tax liability 1,828,884 -
Accrued asbestos injury claims 392,267,062 257,491,712
Total liabilities 394,185,801 257,588,480
Fund deficit $ (266,530,063) $ (128,950,635)
See accompanying notes to consolidated financial statements.
-3.
Fuller-Austin Asbestos Trust Annual Reports, 2016 annual report Published by AsbestosClaims.Law

ACL Doc 13871 - Page 6 of 21 asbestosclaims.law/library/13871/6


https://asbestosclaims.law/library/13871/6

Case 1:02-cv-01661-LPS Document 210 Filed 03/30/17 Page 7 of 21 PagelD #: 2853

FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Consolidated Statements of Changes in Fund Deficit

Fund deficit, beginning of year

Additions
Insurance proceeds received
Net realized gain on investments
Net change in unrealized position on investments
Interest and dividend income
Deferred income tax benefic

Total additions
Deductions
Operating and legal expenses
Net change in unrealized position on investments
Deferred income tax expense
Adjustment to accrued asbestos injury claims

Total deductions

Fund deficit, end of year

See accompanying notes to consolidated financial statements.

-4.
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Years Ended December 31,

2016 2015

(128,950,635) §  (57.247.097)
216,595 1,261,748
713,744 1,193,531
4,191,753 -
2,411,537 2,297,042

: 280,071

7,533,629 5,032,392
1,352,943 1,308,972

- 3,106,879
2,384,942 )
141,375,172 72,320,079
145,113,057 76,735,930

(266,530,063) §

(128,950,635)
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Consolidated Statement of Changes in Investments

Years Ended December 31,

2016 2015
Investment inflows
Insurance settlements $ 216,595 $ 1,261,748
Net earnings from investments 1,277,702 401,752
Total investment inflows 7,494,297 1,663,500
Investment outflows
Operating and legal expenses 1,351,899 1,318,660
Asbestos claim payments 6,599,822 12,515,377
Total investment outflows 71,951,721 13,834,037
Net decrease in investments (457,424) (12,170,537)
Investments, beginning of year 127,677,864 139,848,401
Investments, end of year $ 127,220,440 $ 127,677,864

See accompanying notes to consolidated financial statements.
-5-

Published by AsbestosClaims.Law
asbestosclaims.law/library/13871/8

Fuller-Austin Asbestos Trust Annual Reports, 2016 annual report
ACL Doc 13871 - Page 8 of 21


https://asbestosclaims.law/library/13871/8

Case 1:02-cv-01661-LPS Document 210 Filed 03/30/17 Page 9 of 21 PagelD #: 2855

FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

e —e— I

Note | - Description of the Trust

General

Fuller-Austin Asbestos Settlement Trust (the “Trust”) was established on December |1, 1998,
pursuant to the Order Approving the Disclosure Statement and Confirming the Plan of
Reorganization under chapter || of the United States Bankruptcy Code for Fuller-Austin
Insulation Company (the “Plan”) dated November 13, 1998 (the “Confirmation Order"). The
Trust was formed to resolve, pursuant to the Plan and Plan documents, the liabilities of Fuller-
Austin Insulation Company (“Fuller-Austin”), resulting from known and unknown asbestos
disease claims (“Asbestos Claims”), and the pending and threatened litigation related to such
claims. The asbestos liabilities of Fuller-Austin and the Trust were established by judgment upon
issuance of the Confirmation Order. Asbestos Claims typically allege asbestos-related disease
or injury from occupational exposure to asbestos or products that contained asbestos. Since
1974, Fuller-Austin had been a whoily owned subsidiary of DynCorp.

Upon formation of the Trust, assets consisting of cash and 100 percent ownership of Fuller-
Austin were transferred to the Trust from DynCorp.

Through its ownership of Fuller-Austin, the Trust has the right to reimbursement of Asbestos
Claims indemnity and expense under the general liability insurance policies purchased by Fuller-
Austin and DynCorp.

The Trust is intended to be self-liquidating. In the current year, the Trustees and their experts
estimated the aggregate liability for claims to ultimately be filed with and allowed by the Trust
at $656,364,536, of which $264,097,473 had been paid as of December 31, 2016.

The estimate is based, in part, on Fuller-Austin's liability that was legally established by
confirmation of the Plan and the forecast of the number of claims, by disease, expected to be
resolved by the Trust over the next twenty-nine years. The amount of insurance that will
ultimately be recovered and available to settle these claims is not currently known. The total
number of claims to be filed may result in Allowed Asbestos Claims in excess of the assets and
insurance available for repayment, thus resulting in substantially equivalent pro rata payments to
all holders of Allowed Asbestos Claims.

Claims

The purpose of the Trust is to assume the liabilities of Fuller-Austin, its successors in interest,
and their Affiliates, arising from or relating to Asbestos Claims, and to use the Trust's assets
and income to pay holders of Allowed Asbestos Claims in accordance with the Confirmation
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

— e R e ———

Note | - Description of the Trust - (Continued)

Claims - continued

Order, Claims Resolution Procedures, and Trust Agreement in such a way that all holders of
similar Asbestos Claims are treated in a substantially equivalent manner and to otherwise
comply in all respects with the requirements of a trust established pursuant to section
524(g)(2)(B)(l) of the Bankruptcy Code.

The Trustees are responsible for supervising and/or administering the Asbestos Claims
resolution process and effectively managing the assets held by the Trust to fund Asbestos
Claims liabilities channeled to the Trust by the Confirmation Order.

Termination
Pursuant to the Trust Agreement, the Trust will automatically terminate on the date (the
“Termination Date") ninety (90) days after the first to occur of the following events:

e All Asbestos Claims filed have been settled, or otherwise resolved, and twelve months
have elapsed during which no new Asbestos Claim has been filed;

* The Trustees have in place irrevocable insurance policies and claims handling
agreements (with suitable third parties) both of which have been approved by the
court and are adequate to discharge all expected remaining obligations and expenses
of the Trust; or

* Twenty-one (21) years less ninety-one (91) days pass after the death of the last
survivor of all the descendants of joseph P. Kennedy, Sr. of Massachusetts living on
December 11, 1998.

As provided in Section 7.2(b) of the Trust Agreement, the Termination Date, after payment of
all the Trust’s liabilities have been provided for, all monies remaining in the Trust estate shall be
given to such organization(s) exempt from federal income tax under section 501(c)(3) of the
Internal Revenue Code (the “IRC"), which tax-exempt organization(s) shall be selected by the
Trustees using their reasonable discretion; provided, however, that (i) if practicable, the tax-
exempt organization(s) shall be related to the treatment of, research on or the relief of
suffering of individuals suffering from asbestos related lung disorders, and (ii) the tax-exempt
organization(s) shall not bear any relationship to Reorganized Fuller-Austin within the meaning
of section 468B(d)(3) of the IRC. Notwithstanding any other provision of the Plan Documents,
this Article 7.2(b) cannot be modified or amended.
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

“
Note 2 - Summary of Significant Accounting Policies

Basis of presentation and consolidation

The consolidated financial statements of the Trust are prepared under the accrual method of
accounting and in accordance with accounting principles generally accepted in the United States
of America (GAAP).

The accompanying consolidated financial statements include the Trust and its wholly-owned
subsidiary, Fuller-Austin. All significant inter-company transactions and balances have been
eliminated.

Subsequent events

The Trust has evaluated events and transactions subsequent to the date of the consolidated
financial statements for matters requiring recognition or disclosure in the consolidated financial
statements. The accompanying consolidated financial statements consider events through March
23, 2017, the date on which the consolidated financial statements were available to be issued.

Investments

Investments are measured at fair value. Changes in fair value are recorded as reductions or
increases to the fund balance (deficit). The Trust records securities transactions on a trade-date
basis. Dividend income is recorded on the ex-dividend date. Interest is recorded on an accrual
basis. All investments are considered to be available for sale.

Fair value of investments

The Trust measures its investments at fair value, according to a hierarchy of valuation
techniques. The following are the levels of the hierarchy and a brief description of the type of
valuation information (“Inputs”) that qualifies an investment for each level:

* Level | - Unadjusted quoted prices for identical assets or liabilities in active markets.

® Level 2 - Inputs other than Level | that are based on observable market data. These
include: quoted prices for similar assets in active markets, quoted prices for identical
assets in inactive markets, Inputs that are observable that are not prices (such as
interest rates, credit risks, etc.) and Inputs that are derived from or corroborated by
observable markets.

* Level 3 - Developed from unobservable data, reflecting the investment manager's
assumptions.
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

“
Note 2 - Summary of Significant Accounting Policies ~ (Continued)

Fair value of investments - continued

When quoted prices in active markets for identical assets are available, these quoted market
prices are used to determine the fair value of financial assets and classify these assets as Level .
In other cases where a quoted market price for identical assets in an active market is either not
consistently available or not observable, fair value is estimated using valuation methodologies
based on available and observable market information or a matrix pricing model. These financial
assets would then be classified as Level 2. If quoted market prices are not available, fair value is
determined using broker quotes or an internal analysis of each investment's financial
performance and cash flow projections. In these instances, financial assets will be classified
based upon the lowest level of input that is significant to the valuation. Thus, financial assets
may be classified in Level 3 even though there may be some significant inputs that may be
readily available.

From time to time the Trust may hold financial investments where there is no active market or
the market is dislocated. When determining the fair value of such investments the valuation
depends on facts and circumstances requiring significant management judgment. It is acceptable
to use inputs based on management estimates or assumptions, or for management to make
adjustments to observable inputs to determine fair value when markets are not active and
relevant observable inputs are not available.

Fund balance (deficit)

The initial funding, all other assets received, and all payments made by the Trust are recorded
directly to the fund balance (deficit). Estimates of certain liabilities are also recorded directly to
the fund balance (deficit) when they become estimable and probable. Portions of the fund
balance (deficit) are used to fund the legal and operational expenses of the Trust. The fund
balance (deficit) represents current funding available to compensate all present and unknown
claimants, as well as the Trustees’ estimate of the aggregate liability for Asbestos Claims.

Insurance proceeds and insurance settlements

All, or a portion of, future proceeds to be paid to the Trust through the execution of a
settlement agreement with the insurer will be recognized as an accrued receivable if and when
all of the following conditions are met:

® The Trust has obtained an executed copy of the settlement agreement.
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

“
Note 2 - Summary of Significant Accounting Policies - (Continued)

Insurance proceeds and insurance settlements - continued
* Future payments due to the Trust are in settlement of policies that have been exhausted
by claims incurred by the Trust, and the terms of settlement can reasonably be assumed
to be satisfied.

¢ The future claims paying ability of the insurer is deemed to be collectible, and the
insurer holds a Standard & Poor’s rating of AA- or better.

Unless the unpaid amounts due under an insurance settlement qualify as accrued receivables,
future payments will be recognized on a cash (as received) basis in the corresponding
accounting period.

Claims and claim expenses
Claims and claim expenses are recorded when they can be estimated and are probable.

Consolidated statements of changes in investments

The accompanying consolidated statements of changes in investments represent the various
inflows and outflows of cash during the reporting periods in order to reconcile the changes in
investments at fair value from the beginning to the end of the years then ended on the cash
basis.

Concentration of credit risk

Financial instruments, which potentially subject the Trust to concentrations of credit risk,
consist primarily of cash equivalents and investments. The Trust maintains cash equivalents at
financial institutions it considers to be of high credit quality. At times, the Trust may have cash
deposits in banks that exceed federally insured limits. The Trust has not experienced any losses
in such accounts and does not believe it is exposed to any significant risk of loss related to cash.
The Trust’s investments are exposed to various risks such as interest rate, market, and credit
risks. Due to the level of risk associated with certain investments, it is at least reasonably
possible that changes in the value of investments will occur in the near term and such change
could materially affect the value of the Trust's portfolio.

-10-
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

e ———— .

Note 2 - Summary of Significant Accounting Policies - (Continued)

Use of estimates - continued

The preparation of the consolidated financial statements in conformity with GAAP requires the
Trustees to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of additions and deductions to the fund deficit
during the reporting periods. Significant items subject to such estimates and assumptions
include the carrying value of accrued asbestos injury claims, fair value of investments, and the
valuation allowance against deferred tax assets. Actual results could differ from those estimates.

Income taxes

Deferred tax assets and liabilities are recorded based on temporary differences between the
carrying amounts of assets and liabilities for financial reporting and income tax purposes using
the tax rates currently in effect. A valuation allowance is established when it is more likely than
not that the deferred tax assets may not be realized.

The amount of income taxes the Trust pays is subject to ongoing audits by federal authorities.
The Trust's estimate of the potential outcome of any uncertain tax issues is subject to the
Trustees’ assessment of relevant risks, facts, and circumstances existing at that time. The Trust
uses a more likely than not threshold for financial statement recognition and measurement of
tax positions taken or expected to be taken in a tax return. To the extent that the Trustees’
assessment of such tax position changes, the change in estimate is recorded in the period in
which the determination is made. The Trust reports tax-related interest and penalties as a
component of income tax expense and operating expenses, respectively. The Trust has
recognized no increase in liabilities for unrecognized tax benefits.

Note 3 - Claims Resolution

The Asbestos Claims Resolution Procedures (“CRP”) was adopted in connection with the Plan.
The CRP provides for processing, allowing or disallowing, liquidating, and paying all Asbestos
Claims as required by the Plan and the Trust Agreement.

=1l =
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

“
Note 4 - Trust Advisor and Legal Representative

Pursuant to the Plan and the Trust Agreement, two advisory positions were established: the
Trust Advisor and the Legal Representative. The Trust Advisor serves in a fiduciary capacity
representing all holders of Asbestos Claims, excluding Unknown Asbestos Claimants. The Legal
Representative serves in a fiduciary capacity representing the interests of the Unknown
Asbestos Claimants, for the purpose of protecting the rights of individuals who may
subsequently assert Demands. As required by the Plan and the Trust Agreement, the Trust
Advisor and the Legal Representative provide consultative services to the Trustees regarding
specific issues affecting the Trust. Additionally, the Plan provides for instances in which the
consent of the Trust Advisor and the Legal Representative must be obtained by the Trustees
before implementing a decision.

Note 5 - Investments and Fair Value Measurements

The Trust had net unrealized holding gains on investments of $7,515,530 and $3,315,565 at
December 31, 2016 and 2015, respectively. The estimated fair values of the Trust's investments
are as follows:

2016 2015
Cost Fair Value Cost Fair Value
Cash equivalents $ 2,592,025 $ 2,592,025 $ 2,531,384 § 2,531,384
Debt securities 81,738,993 81,617,556 87,768,618 87,550,978
Equity securities 25,483,563 34,383,173 24,559,46( 29,729,717
Mutual funds 9,890,329 8,627,686 9,502,836 7,865,785

$ 119,704,910 § 127,220,440 $ 124,362,299 $ 127,677,864

The following is a description of the valuation methodologies used for financial assets measured
at fair value, including the general classification of such assets pursuant to the valuation
hierarchy.

Cash equivalents
Cash equivalents consist primarily of cash balances and amounts receivable/payable for
unsettled securities transactions held/initiated at the clearing brokers of the Trust and money

market funds and are carried at cost, which approximates fair value, and are classified as Level
l.

o e o
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements
“

Note 5 - Investments and Fair Value Measurements - (Continued)

Equity securities

All of the Trust’s equity securities are those that are publicly traded and are SEC filers. These
securities are classified as Level | because quoted prices are available for these securities in an
active market.

Debt securities

The Trust's investments in debt securities do not have quoted market prices. These fair values
are estimated by using pricing models, quoted prices of securities with similar characteristics, or
discounted cash flow and are classified within Level 2 of the valuation hierarchy. These Level 2
securities would include U.S. agency securities, mortgage-backed agency securities, obligations
of states and political subdivisions and certain corporate, asset-backed, and other securities. In
certain cases where there is limited activity or less transparency around inputs to the valuation,
these securities could be classified within Level 3 of the valuation hierarchy. Currently, all of the
Trust's debt securities are considered to be Level 2 securities.

Mutual funds
The Trust's investments in mutual funds are classified as Level | because net asset values are
calculated and published daily. These funds can be sold in an active market.

Financial assets with changes in fair value that are measured on a recurring basis were as
follows at December 31, 2016:

Level | Level 2 Level 3 Total
Cash equivalents $ 2,592,025 $ -3 - $ 2,592,025
Debt securities - 81,617,556 - 81,617,556
Equity securities 34,383,173 - - 34,383,173
Mutual funds 8,627,686 - - 8,627,686

$ 45,602,884 § 81,617,556 $

$ 127,220,440

o
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

“

Note 5 - Investments and Fair Value Measurements - (Continued)

Financial assets with changes in fair value that are measured on a recurring basis were as
follows at December 31, 2015:

Level | Level 2 Level 3 Total
Cash equivalents $ 2,531,384 % -$ - % 2,531,384
Debt securities - 87,550,978 - 87,550,978
Equity securities 29,729,717 - - 29,729,717
Mutual funds 7,865,785 - - 7,865,785

$ 40,126,886 $ 87,550,978 $ $ 127,677,864

Note 6 - Insurance Settlements Receivable

In May 2010, Fuller-Austin's remaining claims with Integrity Insurance Company in Liquidation
(“Integrity”) were allowed in the amount of $17,074,013. The total allowed claim in the
Integrity estate is $34,101,313. The initial payments, at the then-current payment percentage of
70%, were made to Fuller-Austin prior to 2013 in the amount of $23,870,918. An additional
payment of $6,138,236 was received July 21, 2014. The final payment from Integrity in the
amount of $1,261,748 was received February 26, 2015. The total of payments from Integrity is
$31,270,903. No additional payments are expected.

In May 2003, Fuller-Austin executed a settlement agreement with The Home Insurance
Company (“Home") in the amount of $2,166,000. Subsequent to the settlement, Home
entered into liquidation in New Hampshire. The settlement was confirmed by the Home
Liquidator. To date, Home has paid $541,487 based on the current Home payment percentage
of 25%. Fuller-Austin expects to receive additional payments over several years as the Home
payment percentage is increased. The amount and timing of additional payments is unknown.

Note 7 - Investment in Trust Services, Inc.

The Trust is an owner of Trust Services, Inc. (a Texas corporation) (“TSI") along with the NGC
Bodily Injury Trust (“NGC"). Currently, each owner trust, the Trust and NGC, has a one half
interest in TS| through the ownership of one share of TSI stock each.

- 14-
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

“

Note 7 - Investment in Trust Services, Inc. - (Continued)

The Trust also has a comprehensive services agreement with TS|, initially expiring December
31, 2002, and automatically renewing each year thereafter. TS| provides administrative, financial,
investment, and claims processing services to the Trust in exchange for a pro-rata
reimbursement of TSI's expenses based on an agreed upon allocation methodology.

The Trust has recorded expenses of approximately $474,000 and $369,000 for the years ended
December 31, 2016 and 2015, respectively, in connection with the management and services
agreement with TSI, which are included in operating and legal expenses in the consolidated
statements of changes in fund deficit. The Trust had prepaid expenses with TS| of
approximately $33,000 and $38,000 ac December 31, 2016 and 2015, respectively.

Note 8 - Accrued Asbestos Injury Claims

The ultimate amount of Asbestos Claims to be filed and the aggregate liability was estimated at
inception of the Trust by the Trustees and their experts at $1,332,197,375. This included
$6,100,313 in pre-bankruptcy settlements and judgments of which $6,070,313 was subsequently
paid and the remaining $30,000 claim was withdrawn in 2007.

The ultimate amount of Asbestos Claims to be filed and the aggregate accrued liability was
estimated during 2016 and 2015 by the Trustees and their experts at $392,267,062 and
$257,491,712, respectively.

The total amount of accrued asbestos injury claims is composed of the following:

December 31,
2016 20i5
Liability for unresolved Asbestos Claims $ 313,158,000 % 177,343,000
Liability for resolved unpaid Asbestos Claims 79,109,062 80,148,712

$ 392,267,062 $ 257,491,712
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

“

Note 9 = Taxation

During the years ended December 31, 2016 and 2015, the Trustees and their experts increased
the accrued asbestos injury claim liability by $141,375,172 and $72,320,079, respectively, based
on current year estimates and projections. Through December 31, 2016, the Trust’s payment
sum percentage was 78%, which was adjusted from 71% on October 17, 2013. Subsequent to
year end, Trustees, based on the increase in the claim liability forecast by the Trust's experts,
reduced the payment sum percentage to 41.6% for all claims paid beginning January |, 2017,

The Trust reports its income to the Internal Revenue Service as a designated settlement fund
which is taxed at the highest rate applicable to trusts under Section |(e) of the IRC, which is

39.6% for the years ending December 31, 2016 and 2015.

The Trust’s federal income tax expense is calculated as follows:

Net taxable income
Tax rate

Federal income tax expense
Utilization of net loss carry forwards
True up of prior year estimates

Deferred federal income tax expense (benefit)

Net federal income tax expense (benefit) $

Years Ended December 31,

2016 2015

1,772,338 $ 2,181,602
39.6% 39.6%

701,846 863,914
(725,008) (863,914)
23,162 -
2,384,942 (280,071)
2,384,942 $ (280,071)

The tax effects of temporary differences that give rise to deferred tax assets and liabilities were

as follows:

Deferred tax asset:
Net operating loss carryforward

Deferred tax liabilicy:
Unrealized gain on investments

Net deferred tax assets (liabilities)

Fuller-Austin Asbestos Trust Annual Reports, 2016 annual report
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December 31,

2016 2015
1,147,265 $ 1,872,273
(2,976,149) (1,316,215)
(1,828,884) $ 556,058
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Notes to Consolidated Financial Statements

“

Note 9 = Taxation ~ (Continued)

The Trust has net operating loss carryforwards of approximately $2,897,000 and $4,728,000 at
December 31, 2016 and 2015, respectively, which will begin to expire during 2021.

Management has determined that a valuation allowance is not necessary since it is more likely
than not that the tax benefits will be fuily realized.

- |7 -

Fuller-Austin Asbestos Trust Annual Reports, 2016 annual report Published by AsbestosClaims.Law
ACL Doc 13871 - Page 20 of 21 asbestosclaims.law/library/13871/20


https://asbestosclaims.law/library/13871/20

Case 1:Q2-CHlbLeRLr T Sailossent 210 Filed 03/30/17 Page 21 of 21 PagelD #: 2867

Disease Name Allowed Disallowed Total
Mesothelioma 18 11 29
Lung Cancer a1 47 138
Pharyngeal Cancer 0 4 4
Laryngeal Cancer 1 3 4
Esophageal Cancer 0 2 2
Stomach Cancer 0 1 1
Colo-Rectal Cancer 9 1 20
Asbestosis 148 85 233
Pleural Disease 0 6 6
Total 267 170 437

2,266 Claims filed in 2016
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