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 REPORT OF INDEPENDENT AUDITORS 

 

 To the Trustees of Fuller-Austin Asbestos Settlement Trust 

 

We have audited the accompanying consolidated financial statements of the 

Fuller-Austin Asbestos Settlement Trust (the Trust), which comprise the 

consolidated statements of fund deficit as of December 31, 2019 and 2018, 

and the related consolidated statements of changes in fund deficit and 

changes in investments for the years then ended, and the related notes to 

the consolidated financial statements.  

 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these 

financial statements in accordance with accounting principles generally 

accepted in the United States of America; 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 auditing 

standards generally accepted in the United States of America.  Those 

standards require that we plan and perform the audits 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.  

 

 

15301 Dallas Parkway 

Suite 960 

Addison, Texas 75001 

MAIN   214 545 3965 
FAX   214 545 3966 

www.bkmsh.com 
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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, 2019 and 2018, 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 1 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. 

Addison, Texas 

March 30, 2020 
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2019 2018

ASSETS

Investments, at fair value (cost $101,452,017

     and $105,135,251, respectively) $ 116,043,126 $ 106,554,109

Investment income receivable 623,775 136,703

Income tax receivable 330,000 -                      

Prepaid expenses and other assets 98,333 109,758

Investment in Trust Services, Inc. 27,785 27,785

Total assets 117,123,019 106,828,355

LIABILITIES

Accounts payable and accrued expenses 143,850 69,398             

Income tax payable -                        560,915            

Deferred tax liability 4,803,930 524,977            

Accrued asbestos injury claims 482,037,155 544,254,789     

Total liabilities 486,984,935     545,410,079     

Fund deficit $ (369,861,916)    $ (438,581,724)    

 

FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Consolidated Statements of Fund Deficit

December 31, 

See accompanying notes to consolidated financial statements.

- 3 -
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2019 2018

Additions

Investment income (loss), net:

Interest and dividends $ 2,431,508 $ 2,242,026

Realized gain (loss) on investments, net (171,866) 5,124,611          

Unrealized gain (loss) on investments, net 13,172,252 (10,510,577)       

Total investment income (loss) 15,431,894      (3,143,940)        

Insurance proceeds received 820,735 183,688

Federal income tax benefit -                      2,255,422          

Adjustment to accrued asbestos injury claims 59,417,751      105,958,317      

Total additions 75,670,380      105,253,487      

Deductions

Operating and legal expenses 1,991,666 1,634,800

Federal income tax expense 4,958,906 -                      

Total deductions 6,950,572        1,634,800          

Change in fund deficit 68,719,808      103,618,687      

Fund deficit, beginning of year  (438,581,724)   (542,200,411)

Fund deficit, end of year $ (369,861,916)  $ (438,581,724)     

    

FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Consolidated Statements of Changes in Fund Deficit

Years Ended December 31,

See accompanying notes to consolidated financial statements.

- 4 -
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2019 2018

Investment inflows

Insurance settlements $ 820,735           $ 183,688                 

Net earnings from investments 14,944,822      -                           

Total investment inflows 15,765,557      183,688                 

Investment outflows

Operating and legal expenses 1,905,788        1,663,828              

Income tax payments 1,570,868        1,630,100              

Net losses from investments -                      3,001,097              

Asbestos claim payments 2,799,884        5,970,582              

Total investment outflows 6,276,540        12,265,607            

Net change in investment balances 9,489,017        (12,081,919)           

Investments, beginning of year 106,554,109    118,636,028           

Investments, end of year $ 116,043,126    $ 106,554,109           

FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST

Consolidated Statement of Changes in Investments

Years Ended December 31,

See accompanying notes to consolidated financial statements.

- 5 -
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST 

 

Notes to Consolidated Financial Statements  

 

 

- 6 - 

 

Note 1 - Description of the Trust 

 

General 

Fuller-Austin Asbestos Settlement Trust (the “Trust”) was established on December 11, 1998, 

pursuant to the Order Approving the Disclosure Statement and Confirming the Plan of 

Reorganization under chapter 11 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.  

 

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. 

 

Claims 

The Trust is intended to be self-liquidating. The Trust’s estimated liability 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. 

 

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  
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Note 1 - Description of the Trust – (Continued) 

 

Claims – continued 

Through December 31, 2016, the Trust’s payment sum percentage was 78%, which was 

adjusted from 71% on October 17, 2013.  During 2017, 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 1, 2017. An additional decrease to the payment sum 

percentage was made in October 2017 to further reduce the payment sum percentage to 

16.2%. 

 

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)(I) 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: 

 

• 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. 
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FULLER-AUSTIN ASBESTOS SETTLEMENT TRUST 

 

Notes to Consolidated Financial Statements  
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Note 1 - Description of the Trust – (Continued) 

 

Termination – continued 

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. 

 

 

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 

30, 2020, the date on which the consolidated financial statements were available to be issued. 

See Note 9.  

 

Cash and cash equivalents 

The Trust considers all highly liquid debt instruments purchased with an original maturity of 

three months or less to be cash equivalents. 
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Note 2 - Summary of Significant Accounting Policies – (Continued) 

 

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 1 - Unadjusted quoted prices for identical assets or liabilities in active markets. 

 

• Level 2 - Inputs other than Level 1 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. 

 

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 1. 

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

 

Fair value of investments – continued 

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. 

 

• 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. 
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Note 2 - Summary of Significant Accounting Policies – (Continued) 

 

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. 

 

Use of estimates 

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 and fair value of investments. Actual 

results could differ from those estimates. 

 

Income taxes 

Deferred income tax assets and liabilities are determined based upon differences between 

financial reporting and tax bases of assets and liabilities and are measured using the enacted tax 

rates and laws that will be in effect when the differences are expected to reverse. A valuation 

allowance is established when it is more likely than not that the deferred tax assets may not be 

realized. 
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Note 2 - Summary of Significant Accounting Policies – (Continued) 

 

Income taxes – continued 

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.  

 

 

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. 

 

 

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. 
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Note 5 - Investments and Fair Value Measurements 

 

The Trust had net unrealized holding gains on investments of $14,591,109 and $1,418,858 at 

December 31, 2019 and 2018, respectively. The costs and estimated fair values of the Trust’s 

investments are as follows: 

 

  2019  2018 

  Cost  Fair Value  Cost  Fair Value 

         

Cash equivalents $  864,704  $  864,704  $  32,090,497  $  32,090,497  

Debt securities   66,552,134   68,203,176   32,380,901   32,225,471 

Equity securities  34,035,179    46,975,246   33,499,695    35,933,997  

Mutual funds   -    -    7,164,158    6,304,144  

         

 $ 101,452,017 $ 116,043,126 $ 105,135,251 $ 106,554,109 

 

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 

1. 

 

Equity securities 

All of the Trust’s equity securities are those that are traded on public markets. These securities 

are classified as Level 1 because quoted prices are available for these securities in an active 

market. 
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Note 5 - Investments and Fair Value Measurements – (Continued) 

 

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 I 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, 2019: 

 

  Level 1  Level 2  Level 3  Total 

         

Cash equivalents $ 864,704 $ - $ - $ 864,704 

Debt securities  -  68,203,176  -  68,203,176 

Equity securities  46,975,246  -  -  46,975,246 

         

 $ 47,839,950 $ 68,203,176 $ - $ 116,043,126 

 

Financial assets with changes in fair value that are measured on a recurring basis were as 

follows at December 31, 2018: 

 

  Level 1  Level 2  Level 3  Total 

         

Cash equivalents $ 32,090,497 $ - $ - $ 32,090,497 

Debt securities  -  32,225,471  -  32,225,471 

Equity securities  35,933,997  -  -  35,933,997 

Mutual funds  6,304,144  -  -  6,304,144 

         

 $ 74,328,638 $ 32,225,471 $ - $ 106,554,109 
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Note 6 - Insurance Settlements Receivable 

 

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 $649,784 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. 

 

In June 2017, Fuller-Austin entered into a settlement agreement with the insolvent London 

Market estates of OIC Run-Off Limited and London and Overseas Insurance Company Limited 

(together, the “Companies”) to resolve remaining unresolved insurance coverage for which 

Fuller-Austin was the named insured.  This settlement totaled $2,154,030 bringing the aggregate 

total of settlements with the Companies to $2,265,330.  To date, the Companies have paid 

$1,642,685.  Fuller-Austin expects to receive additional payments over several years as the 

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 TSI through the ownership of one share of TSI stock each.  

 

The Trust also has a comprehensive services agreement with TSI which initially expired 

December 31, 2002, and automatically renews each year thereafter. TSI 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 $617,000 and $555,000 for the years ended 

December 31, 2019 and 2018, 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 TSI of 

approximately $48,000 and $59,000 at December 31, 2019 and 2018, respectively. 
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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 2019 and 2018 by the Trustees and their experts at $482,037,155 and 

$544,254,789, respectively.  

 

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

 

  December 31, 

  2019  2018 

     

Liability for unresolved Asbestos Claims $ 323,615,000 $ 398,134,000 

Liability for resolved unpaid Asbestos Claims  158,422,155  146,120,789 

     

 $ 482,037,155 $ 544,254,789 

 

During the years ended December 31, 2019 and 2018, the Trustees and their experts 

decreased the accrued asbestos injury claim liability by $59,417,751 and $105,958,317, 

respectively, based on current year estimates and projections.  

 

 

Note 9 - Taxation 

 

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 1(e) of the IRC, which is  

37% for the years ending December 31, 2019 and 2018, respectively. For net operating losses 

(NOLs) created in years beginning after December 31, 2017, the carry forward of NOLs will be 

limited to a reduction of 80% of modified taxable income without expiration. NOLs prior to 

January 1, 2018 will carry forward 20 years and there is no limitation in the reduction of 

modified taxable income.  
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Note 9 - Taxation – (Continued) 

 

On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (CARES Act) was 

enacted into law.  The CARES Act has a number of changes to U.S. tax laws which includes  

temporarily repealing certain provisions for tax years beginning before 2021 related to taxable 

income limitations for NOLs to fully offset taxable income and NOLs arising in 2018, 2019, and 

2020 can be carried back five tax years. The Trust has NOLs of approximately $1,608,000 at 

December 31, 2019 which can be carried back under the CARES Act.  

 

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

 

  Years Ended December 31, 

  2019  2018 

     

Modified taxable income (loss)  $ (1,607,514) $  4,117,503 

Tax rate  37%  37% 

     

Tax expense (benefit) generated on modified 

taxable income  (loss) 

 

(594,780)   1,523,476 

True up of prior year estimates  679,953   110,015 

Deferred income tax expense (benefit)   4,873,733   (3,888,913) 

     

Net federal income tax expense (benefit) $ 4,958,906 $  (2,255,422) 

 

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

as follows: 

 

  December 31, 

  2019  2018 

Deferred tax asset (liability):     

      Net operating loss carryforwards $  594,780 $ - 

           Unrealized gain on investments  (5,398,710)  (524,977) 

     

      Net deferred tax liability $ 4,803,930 $ (524,977) 

 

The Trust has not recognized any income tax liability or expense related to the review of 

uncertain tax positions. 
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Disease Name Allowed Disallowed Total

Mesothelioma           14                  6           20 

Lung Cancer           38                16           54 

Laryngeal Cancer              7                  4           11 

Esophageal Cancer              1 2             3 

Stomach Cancer              2 1             3 

Colo-Rectal Cancer           19                  5           24 

Asbestosis      1,004              401      1,405 

Pleural Disease              4                12           16 

Total      1,089              447      1,536 

1,723 Claims filed in 2019

FA - Disposition of Claims 2019
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IN THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF DELAWARE 

In re: 

FULLER-AUSTIN INSULATION COMPANY, 
 

Debtor. 
 

  
 
C.A. No. 02-1661 (LPS) 

 
CERTIFICATE OF SERVICE 

 
I hereby certify that on April 7, 2020, the Annual Report for Year Ending 

December 31, 2019 was filed with the Court using CM/ECF, which sent notification that such 

filing is available for viewing and downloading to the following counsel of record: 

Richard M. Beck, Jr. – rbeck@klehr.com 
(Counsel to First State Ins. Co., New England Reins. Corp., and Twin City Fire Ins. Co.) 
 
Peter J. Duhig – pduhig@mcguirewoods.com, cmyers@mcguirewoods.com, 
dtorres@mcguirewoods.com, mreed@mcguirewoods.com 
(Counsel to Stonewall Ins. Co., Tenecom Ins. Co., and Winterthur Swiss Ins. Co.) 
 
Daniel K. Hogan – dkhogan@dkhogan.com, gdurstein@dkhogan.com 
(Counsel to the Trust Advisor) 
 
Richard W. Riley – rwriley@duanemorris.com; autodocketwilm@duanemorris.com 
(Counsel to Certain Underwriters at Lloyd’s, London and Certain London Market Companies) 
 
Russell C. Silberglied – silberglied@rlf.com, rbgroup@rlf.com 
(Counsel to Highlands Ins. Co.) 
 
Laurie S. Silverstein – bankruptcy@potteranderson.com 
(Counsel to the Legal Representative) 
 
Sally E. Veghte – sveghte@klehr.com 
(Counsel to First State Ins. Co., New England Reins. Corp., and Twin City Fire Ins. Co.) 
 

I hereby further certify that on April 7, 2020, true and correct copies of the 

Annual Report for Year Ending December 31, 2019 were caused to be served as indicated 

upon the following parties: 
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Richard M. Beck, Esq. 
Sally E. Veghte, Esq. 
Klehr Harrison Harvey Branzburg LLP 
919 Market Street, Suite 1000 
Wilmington, DE 19801 
(Counsel to First State Ins. Co., New England  
Reins. Corp., and Twin City Fire Ins. Co.) 
Hand Delivery 
 

Douglas G. Boven, Esq. 
Reed Smith LLP 
101 Second Street 
San Francisco, CA 94105 
(Allstate Insurance Company) 
First Class Mail 
 

Russell W. Budd, Esq. 
Baron & Budd, P.C. 
3102 Oak Lawn Avenue, Suite 1000 
Dallas, TX 75219 
(Trust Advisor) 
First Class Mail 
 

Steven A. Buxbaum, Esq. 
Haynes and Boone, LLP 
1 Houston Center 
1221 McKinney, Suite 2100 
Houston, TX 77010 
(Counsel to the Trust) 
First Class Mail 
 

Peter A. Chapman, Esq. 
572 Fernwood Lane 
Fairless Hills, PA 19030 
First Class Mail 
 

Ronald L. Cohen, Esq. 
Seward & Kissel 
One Battery Park Plaza 
New York, NY 10004 
(Employers Insurance of Wausau) 
First Class Mail 
 

Steven M. Crane, Esq. 
Berkes, Crane, Robinson & Seal, LLP 
515 S. Figueroa St., Suite 1500 
Los Angeles, CA 90071 
(Counsel to Stonewall Ins. Co.) 
First Class Mail 
 

Teresa K.D. Currier, Esq. 
Buchanan Ingersoll & Rooney 
The Brandywine Building 
1000 West Street, 14th Floor 
Wilmington, DE 19801 
(Stonewall, Winterthur Swiss, Tenecom) 
Hand Delivery 
 

John F. Daum, Esq. 
Richard B. Goetz, Esq. 
Carlos E. Needham, Esq. 
O'Melveny & Meyers LLP 
400 South Hope Street 
Los Angeles, CA 90071 
(Counsel to Highlands Insurance Company) 
First Class Mail 
 

Tony Davis, Esq. 
Baker Botts, L.L.P. 
One Shell Plaza 
910 Louisiana 
Houston, TX 77002 
(Counsel to DynCorp) 
First Class Mail 
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John D. Demmy, Esq. 
Stevens & Lee 
1105 North Market Street, 7th Floor 
Wilmington, DE 19801 
(Stonewall Insurance Company) 
Hand Delivery 
 

Peter J. Duhig, Esq. 
McGuireWoods 
500 East Pratt Street, Suite 1000 
Baltimore, MD 21202 
(Stonewall, Winterthur Swiss, Tenecom) 
First Class Mail 
 

Charles I. Eisner, Esq. 
Boornazian Jensen & Garthe 
555 12th Street, Suite 1800 
P.O. Box 12925 
Oakland, CA 94604 
(Appalachian Insurance Company) 
First Class Mail 
 

Sander L. Esserman, Esq. 
Steven A. Felsenthal, Esq. 
Stutzman, Bromberg, Esserman & Plifka 
2323 Bryan Street, Suite 2200 
Dallas, TX 75201 
(Counsel to Russell W. Budd, the Trust Advisor) 
First Class Mail 
 

Alan S. Feiler, Esq. 
Nixon Peabody LLP 
One Embarcadero Center, Suite 1800 
San Francisco, CA 94111 
(Counsel to Home Insurance Co.) 
First Class Mail 
 

Anne M. Ferazzi, Esq. 
4 Lazee Trail 
Houston, TX 77024 
(Trustee) 
First Class Mail 
 

Susan J. Field, Esq. 
Kenneth G. Katel, Esq. 
Musick, Peeler & Garrett LLP 
One Wilshire Blvd., Suite 2000 
Los Angeles, CA 90017 
(Stonewall) 
First Class Mail 
 

Mary Beth Forshaw, Esq. 
Elisa Alcabes, Esq. 
Simpson Thacher & Bartlett LLP 
425 Lexington Avenue 
New York, NY 10017 
(Columbia and Transcontinental) 
First Class Mail 
 

Neil B. Glassman, Esq. 
The Bayard Firm 
222 Delaware Avenue, Suite 900 
P.O. Box 25130 
Wilmington, DE 19899 
(Highlands, American, Chicago, Federal) 
Hand Delivery 
 

Eric D. Green, Esq. 
Resolutions, LLC 
125 High Street, Suite 2205 
Boston, MA 02110 
(Legal Representative) 
First Class Mail 
 

Ann Harper, Esq. 
Baron & Budd, P.C. 
3102 Oak Lawn Avenue, Suite 1000 
Dallas, TX 75219 
(Counsel to the Trust Advisor) 
First Class Mail 
 

W.D. Hilton, Jr. 
Trust Services, Inc. 
2716 Lee Street, Suite 500 
P.O. Box 1299 
Greenville, TX 75401 
(Trustee) 
First Class Mail 
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Barbara S. Hodous, Esq. 
Berkes, Crane, Robinson & Seal, LLP 
515 S. Figueroa Street, Suite 1500 
Los Angeles, CA 90071 
(First State, Twin City Fire, New England) 
First Class Mail 
 

Daniel K. Hogan, Esq. 
The Hogan Firm 
1311 Delaware Avenue 
Wilmington, DE 19806 
(Counsel to Russell W. Budd, the Trust Advisor) 
Hand Delivery 
 

Robert Horkovich, Esq. 
Robert Y. Chung, Esq. 
Anderson Kill & Olick, P.C. 
1251 Avenue of the Americas 
New York, NY 10020 
(Counsel to the Trust) 
First Class Mail 
 

Michel Y. Horton, Esq. 
Jason B. Komorsky, Esq. 
Morgan Lewis & Bockius LLP 
300 S. Grand Avenue, 22nd Floor 
Los Angeles, CA 90071 
(Counsel to the Trust) 
First Class Mail 
 

Harold S. Horwich, Esq. 
Stephen M. Hryniewicz, Esq. 
Bingham McCutchen LLP 
One State Street 
Hartford, CT 06103 
(Counsel to the Legal Representative) 
First Class Mail 
 

Sidney Jimenez 
Director of Historical Claims 
Fireman's Fund - Interstate Insurance Group 
777 San Marin Drive 
Mail Drop C87-SM3 
Novato, CA 94998-3000 
First Class Mail 
 

Ronald D. Kent, Esq. 
Kevin P. Kamraczewski, Esq. 
Sonneschein Nath & Rosenthal 
601 S. Figueroa Street, 15th Floor 
Los Angeles, CA 90017 
(Counsel to Int'l Surplus Lines Ins. Co.) 
First Class Mail 
 

Jack L. Kinzie, Esq. 
Baker Botts, L.L.P. 
2001 Ross Avenue 
800 Trammell Crow Center 
Dallas, TX 75201 
(Counsel to DynCorp) 
First Class Mail 
 

Kelly M. Klaus, Esq. 
Paul J. Watford, Esq. 
Munger, Tolles & Olson, LLP 
355 South Grand Avenue, 35th Floor 
Los Angeles, CA 90071 
First Class Mail 
 

Philip R. Matthews, Esq. 
Andrew G. Wanger, Esq. 
Duane Morris LLP 
One Market Street, Spear Tower, Suite 2000 
San Francisco, CA 94105 
(Certain Underwriters at Lloyds, London &  
Certain London Market Ins. Cos.) 
First Class Mail 
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David A. Niles, Esq. 
Riker Danzig Scherer Hyland & Perretti LLP 
Headquarters Plaza 
One Speedwell Avenue 
Morristown, NJ 07962 
(Counsel to Compagnie Europeenne  
d'Assurances Industrielles, S.A.) 
First Class Mail 
 

Dennis J. O'Grady, Esq. 
Riker, Danzig, Scherer, Hyland & Perretti, LLP 
One Speedwell Avenue 
P.O. Box 1981 
Morristown, NJ 07962 
(Counsel to Highlands, Fireman's Fund, Chicago, 
Federal, and International Ins. Cos.) 
First Class Mail 
 

Sean T. Osborn, Esq. 
Michael T. Lowe, Esq. 
Booth, Mitchel & Strange LLP 
701 South Parker Street, Suite 6500 
Orange, CA 92868 
(Counsel to Highlands Ins. Co.) 
First Class Mail 
 

Jonathan L. Parshall, Esq. 
Murphy & Landon 
1011 Centre Road, Suite 210 
Wilmington, DE 19805 
(Lloyd's) 
First Class Mail 
 

Frank J. Perch, III, Esq. 
Office of the United States Trustee 
844 King Street, Suite 2313 
Lock Box 35 
Wilmington, DE 19801 
Hand Delivery 
 

Nancy F. Peters, Esq. 
Berkshire Hathaway Group 
4016 Farnam Street 
Omaha, NE 68131 
(Counsel to Tenecom Ins. Co., Yasuda Fire & 
Marine and Winterthur Swiss Ins. Co.) 
First Class Mail 
 

Mark A. Peterson 
Legal Analysis Systems, Inc. 
970 Calle Arroyo 
Thousand Oaks, CA 91360 
(Trustee) 
First Class Mail 
 

David L. Reichardt, Esq. 
Senior Vice President and General Counsel 
DynCorp 
15000 Conference Center Drive, Suite 1 
Chantilly, VA 20151 
First Class Mail 
 

David S. Rifkind, Esq. 
Deputy General Counsel 
Lone Star Industries, Inc. 
100 Brodhead Road, Suite 230 
Bethlehem, PA 18017 
First Class Mail 
 

Richard W. Riley, Esq. 
Christopher Winter, Esq. 
Duane Morris LLP 
222 Delaware Avenue, Suite 1600 
Wilmington, DE 19801 
(Certain Underwriters at Lloyds, London &  
Certain London Market Ins. Cos.) 
Hand Delivery 
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Ronald Robinson, Esq. 
James L. Seal, Esq. 
Berkes Crane Robinson & Seal, LLP 
515 S. Figueroa Street, Suite 1500 
Los Angeles, CA 90071 
(Federal Insurance Company) 
First Class Mail 
 

Russell W. Roten, Esq. 
Jeff D. Kahane, Esq. 
Duane Morris LLP 
865 South Figueroa Street, Suite 3100 
Los Angeles, CA 90017-5450 
(Certain Underwriters at Lloyds, London &  
Certain London Market Ins. Cos.) 
First Class Mail 
 

James P. Ruggeri, Esq. 
Joshua D. Weinberg, Esq. 
Shipman & Goodwin LLP 
1133 Connecticut Avenue NW 
Third Floor - Suite A 
Washington, DC 20036 
(Counsel to First State Ins. Co., New England 
Reins. Corp., and Twin City Fire Ins. Co.) 
First Class Mail 
 

Thomas C. Sanford, Esq. 
Sanford & Associates 
170 South Euclid Avenue 
Pasadena, CA 91101 
(Counsel to Tenecom Ins. Co., Yasuda Fire & 
Marine and Winterthur Swiss Ins. Co.) 
First Class Mail 
 

Scheme Administrator 
Soverign Marine & General Ins. Co. Limited 
KPMG LLP 
8 Salisbury Square 
London EC4Y 8BB 
First Class Mail (International) 
 

Mark J. Shapiro, Esq. 
Shearman & Sterling 
599 Lexington Avenue 
New York, NY 10022 
(Connecticut Indemnity, Security Insurance) 
First Class Mail 
 

Russell C. Silberglied, Esq. 
Richards Layton & Finger, P.A. 
One Rodney Square 
P.O. Box 551 
Wilmington, DE 19899 
(Counsel to Highlands Insurance Company) 
Hand Delivery 
 

Laurie Selber Silverstein, Esq. 
Potter Anderson & Corroon LLP 
Hercules Plaza, 6th Floor 
1313 North Market Street 
P.O. Box 951 
Wilmington, DE 19899 
(Counsel to the Legal Representative) 
Hand Delivery 
 

Lawrence A. Tabb, Esq. 
Musick, Peeler & Garrett LLP 
One Wilshire Blvd., Suite 2000 
Los Angeles, CA 90017 
(Counsel to Compagnie Europeenne  
d'Assurances Industrielles, S.A.) 
First Class Mail 
 

Patricia M. Wilson, Esq. 
Monica J. Walker, Esq. 
Caron Constants & Wilson 
500 N. Brand Blvd., Suite 900 
Glendale, CA 91203 
(Counsel to Fireman's Fund Ins. Co.) 
First Class Mail 
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Dated:  April 7, 2020 YOUNG CONAWAY STARGATT & TAYLOR, LLP 
 
/s/ Erin Edwards 

Erin Edwards (No. 5392) 
Rodney Square 
1000 North King Street 
Wilmington, Delaware 19801 
Telephone: (302) 571-6600 
Facsimile: (302) 571-1253 
Email: eedwards@ycst.com 
 
Counsel to Fuller-Austin Insulation Company 
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