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UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In Re: ) Chapter 11

)
USG CORPORATION, et al., ) Jointly Administered

) Case No. 01-2094 (JKF)
Debtors. )

NOTICE OF FILING ANNUAL REPORT AND CLAIMS SUMMARY

The United States Gypsum Asbestos Personal Injury Settlement Trust (the “Trust™)
hereby files its Audited Financial Statements for the fiscal year ending December 31, 2011 and
an Annual Report for the period covered by the Audited Financial Statements. The Annual
Report and Financial Statements are attached hereto as Exhibit 1.

Pursuant to the provisions of the United States Gypsum Asbestos Personal Injury
Settlement Trust Agreement, the Trust is providing copies of the Annual Report and the
Financial Statements to the Trust Advisory Committee, the Legal Representative, the United
States Trustee and the Reorganized Debtor.

Date:  April 30, 2012 CAMPBELL & LEVINE, LLC
s/ Kathleen Campbell Davis
Marla Rosoff Eskin (No. 2989)
Kathleen Campbell Davis (No. 4229)
800 N. King Street, Suite 300
Wilmington, DE 19801

Tel. 302.426.1900
Fax 302.426.9947

-and-

Douglas A. Campbell
Philip E. Milch

1700 Grant Building
Pittsburgh, PA 15219
Tel 412.261.0310
Fax 412.261.5066

Counsel to the United States Gypsum Asbestos
Personal Injury Settlement Trust
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UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: ) Chapter 11

)
USG CORPORATION, et al., ) Jointly Administered

) Case No. 01-2094 (JKF)
Debtors. )

ANNUAL REPORT AND ACCOUNT OF THE
UNITED STATES GYPSUM ASBESTOS PERSONAL INJURY SETTLEMENT TRUST
FOR THE FISCAL YEAR ENDING DECEMBER 31, 2011
Philip A. Pahigian, Lewis R. Sifford, and Charles A. Koppelman, the Trustees of the
United States Gypsum Asbestos Personal Injury Settlement Trust (the “Trust™), created pursuant
to the Joint Plan of Reorganization of USG Corporation and its Debtor Subsidiaties, dated as of
February 17, 2006, as amended or modified (the *“Plan™) submit this Annual Report, Financial
Statements and Claims Summary for the fiscal year ended December 31, 2011,
L INTRODUCTION
The purpose of this Annual Report is to comply with the reporting requirements of the
United States Gypsum Asbestos Personal Injury Settlement Trust Agreement (the “Trust
Agreement”) and to repott to the Court on the actions taken by the Trustees on behalf of the
Trust during the period from January' 1, 2011 to December 31, 2011 (the “Reporting Period”).
Section 2.2(c) of the Trust Agreement provides:
The Trustees shall timely account to the Bankruptcy Court as follows:
D The Trustees shall cause to be prepared and filed with the
Bankruptcy Court, as soon as available, and in any event within one
hundred and twenty (120} days following the end of each fiscal year, an
annual report (the “Annual Report”) containing financial statements of the
PI Trust (including, without limitation, a balance sheet of the PI Trust as
of the end of such fiscal year and a statement of operations for such fiscal
year) audited by a firm of independent certified public accountants
selected by the Trustees and accompanied by an opinion of such firm as to

the fairness of the financial statements’ presentation of the cash and
investments available for the payment of claims and as to the conformity

{D0224563.F }

United States Gypsum Asbestos Trust Annual Reports, 2011 annual report Published by AsbestosClaims.Law
ACL Doc 14128 - Page 2 of 30 asbestosclaims.law/library/14128/2


https://asbestosclaims.law/library/14128/2

Case 01-02094-KG Doc 12674-1  Filed 04/30/12 Page 2 of 9

of the financial statements with generally accepted accounting principles.
The Trustees shall provide a copy of such report to the TAC, the Futures
Representative, and the Reorganized USG when such reports are filed
with the Bankruptcy Court.

(i)  Simultaneously with the filing of the Annual Report, the
Trustees shall cause to be prepared and filed with the Bankruptcy Court a
report containing a summary regarding the number and type of claims
disposed of during the period covered by the financial statements. The
Trustees shall provide a copy of such report to the TAC, the Futures
Representative, and the Reorganized Debtors when such report is filed.

(iii)  All materials required to be filed with the Bankruptcy
Court by this Section 2.2(c) shall be available for inspection by the public
in accordance with procedures established by the Bankruptcy Court and
shall be filed with the Office of the United States Trustee for the District
of Delaware (the “U.S. Trustee™).

The Trust Agreement further provides for the inclusion of a description of the amounts
paid to the Trustees, Trust Advisory Committee ("TAC"), and Futures Representative ("FR") in
the accounts filed with the Bankruptcy Court. See Sections 4.5(c), 5.6, and 6.5.

II.  BACKGROUND

On June 25, 2001, USG Corporation, United States Gypsum Company, USG Interiors,
Inc., USG Interiors International, Inc., L&W Supply Corporation, Beadex Manufacfuring, LLC,
B-R Pipeline 'Company, La Miranda Products Co., Inc,_ Stocking Specialists, Inc., USG
Industries, Inc., and USG Pipeline Company (the “Debtors™) filed voluntary petitions for relief
under Chapter 11 of Title 11 of the United States Code. The Chapter 11 cases were consolidated
for procedural purposes and jointly administered pursuant to an order of the Court. On June 16,
2006, the Bankruptcy Court and the United States District Court for the District of Delaware

entered an order in these cases confirming the Plan. On June 20, 2006 (the “Effective Date”), the

Plan became effective and the Trustees began to operate the Trust.
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The Trust was funded in accordance with Article 1V, Paragraph G.2 of the Plan. The
purpose of the Trust is o assume all responsibility for PI Trust Claims, as defined in the Plan,
and to use the assets of the Trust to pay both present and future asbestos claimants in such a way
that such holders of PI Trust Claims are treated fairly, equitably, and reasonably in light of the
finite assets available to satisfy such claims. See Trust Agreement, Section 1.2.

.  TRUST ADMINISTRATION

A. Trustees

Charles A. Koppelman, Philip A. Pahigian and Lewis R. Sifford served as the Trustees of
the Trust during the Reporting Period. Philip A. Pahigian was selected by the Trustees to serve
as the Managing Trustee during the Reporting Period.

1. Meetings

During the Reporting Period, the Trustees held formal meetings in accordance with the
;equirements of the United States Gypsum Asbestos Personal Injury Settlement_ Trust
Agreeﬁent. These meetings were designated as “regular meetings” under the Trust’s By-laws,
Each meeting was in person and was attended by representatives of the Trust Advisory
Committee and Futures Rep_resentative. In addition to these formal meetings, the Trustees held
executive session and special purpose meetings, including meetings to address Trust policies and
claim processing matters and meetings with the Trust’s investment advisor, investment
managers, held regularly scheduled weekly teleconferences, and devoted considexjable time to
Trust matters outside of scheduled meetings. Activities included exercising oversight over the
investment and liquidation of Trust assets to pay claims and the Trust's processes to receive,

process, and pay claims pursuant to the Trust Distribution Procedures, communicating with
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claimants regarding the processing of claims and continual monitoring of the claims and
investment processes.
2. Compensation

The compensatioh and expenses paid to the Trustees during the Reporting Period is set
forth in the Trust’s financial statements attached hereto as Exhibit “A.” The inclusion of this
information in the Trust’s financial statements satisfies the requirements of Section 4.5(c) of the
Trust Agreement. All distributions related to Trustee compensation and expense reimbursements
were made in accordance with the Trust Agreement guidelines and applicable By-laws.

B. Trust Officers

Analysis Research Planning Consuiting (“ARPC”} served as the Trust’s Executive
Director during the Reporting Period.

C. Trust Advisory Commitiee

Russell W. Budd, John D. Cooney, Steven Kazan, Mark C. Meyer, Perry Weitz and
Joseph F. Rice served as Members of the TAC during the Reporting Period. The compensation
and expenses paid to the Members of the TAC during the Reporting Period are set forth in the
Trust’s financial statements. The inclusion of this information in the Trust’s financial statements
satisfies the requirements of Section 5.6 of the Trust Agreement. All distributions related to
compensation and expense reimbursements to Members of the TAC were made in accordance
with the Trust Agreement guidelines and applicable By-laws.

D. Futures Representative

Dean M. Trafelet served as the FR during the Reporting Period. The compensation paid
to the FR during the Reporting Period is set forth in the Trust’s financial statements. The

inclusion of this information in the Trust’s financial statements satisfies the requirements of
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Section 6.5 of the Trust Agreement. All distributions related to FR compensation and expense
reimbursements were made in accordance with the Trust Agreement guidelines and applicable
By-laws.

E. Claims Processing

Delaware Claims Processing Facility continues to process the Trust’s claims. The terms
of the Trust’s ownership interest in the Delaware Claims Processing Facility are detailed in the
Audited Financial Statements'.

F. Investment Management

Cambridge Associates LLC of Boston, Massachusetts continues to serve as the Trust’s
investment advisor. Cambridge Associates represents other asbestos settlement trusts and has
significant experience advising such trusts on investment management. Cambridge Associates
advises the Trustees on asset allocation, meeting liquidity needs, and the selection and oversight
of individual investment managers for the Trust’s portfolio. The Trust’s invested assets are
allocated in compliance with the Trust’s investment guidelines. The asset allocation at the end of
the reporting period is aslfoliows: 81.7% of the Trust’s invested assets are committed to fixed
income (25.7% is allocated to short-term municipal bonds and 56.0% to intermediate-term
municipal bonds); 18.3% of the Trust’s invested assets are committed to equities (6.0% of the
Trust’s assets are allocated to U.S. equity managers, 7.6% are allocated to non-U.S. equity
managers, and 4.7% to hedge fund managers).

The Trust continues to retain: Northern Trust, Mercator, Hansberger, Southeastern and
Gryphon as non-U.S. equity managers; Northern Trust as U.S. equity manager; BlackRock,

Schroders, Northern Trust and Eaton Vance as intermediate-term municipal bond managers; and

! Audited Financial Statements at Note 3.
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BlackRock and Columbia as short-term municipal bond managers. The Trust also continues to
retain the following managers in the hedge fund program: Davidson Kempner, Fir Tree,
Highside, HHR, King Street, Mason, Octavian, Regiment, Scout, Taconic, Valinor, and York.
During the reporting period, hedge fund manager Shumway Capital closed and returned capital
to investors. The Trust hired Karsch Capital as a replacement for Shumway. The hedge fund
program invests in well diversified arbitrage strategies and secondarily in long/short equity
strategies. Broadly speaking, the hedge fund program is intended to generate, over a full market
cyele, close to equity-like returns with lower volatility and lower correlation to the rest of the
Trust’s portfolio. The other expected benefits of the hedge fund program are diversification
(e.g., access to specialized strategies not otherwise available in the other equity or fixed income
investments), superior performance (versus long-only equities) in down equity markets, and
access to some of the most talented investment managers. At Cambridge Associates’
recommendation, the Trust has retained hedge fund managers who use no or minimal leverage,
who employ trading strategies that are understandable to the Trustees, and who provide
appropriate portfolic transparency to Cambridge Associates and to the Trust.

Notthern Trust serves as Custodian for the Trust’s separately managed investment
accounts. The Trust’s actively managed non-U.S. equity portfolios and hedge fund investments
are invested through commingled vehicles that have a separate custodian (selected by the
investment manager for non-U.S. equity managers or the third party Fund Administrator for
hedge fund investments) for each of the respective vehicles. The Trust utilizes custodian
accounts, ACH transfer and zero-balance banking accounts to reduce its exposure to bank risk.

During the Reporting Period, the Trustees regularly met with Cambridge Associates for

updates and reports on the investments. In addition, in February 2011, the Trustees held an
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Annual Investment Review meeting where they met with investment managers to review the
firm, investment strategy, performance and market outlook for the upcoming year. In early
January 2012, the Trustees held an Annual Review with the Trust’s hedge fund managers to
discuss similar considerations.

G. General Counsel

Campbell & Levine, LLC of Pittsburgh, Pennsylvania and Wilmington, Delaware
continues to serve as general counsel to the Trust.

IV.  ANNUAL REPORT AND ACCOUNT

A. Summary of Claims

The Trust began accepting and processing Unliquidated claims on February 19, 2007. As
of December 31, 2011, the Trust had paid a total of 2,448 Pre-Petition Liquidated PI Trust
Claims. Of the claims paid, there were 174 malignancy claims and 2,274 non—maiignancy
claims. After application of the payment percentage and applicable sequencing adjustment, the
Trust paid approximately $13.26 million to asbestos victims in settlement of their Pre-Petition
Liquidated PI Trust Claims. The malignant to nonmalignant ratio of the Pre-Petition Liquidated
PI Trust Claims paid in number was 1/12 and the malignant to nonmalignant ratio of the Pre-
Petition Liquidated Trust Claims iﬁ dollars paid was 4.5/2.

As of December 31, 201 1, the Trust had received 492,857 Unliquidated PI Trust C_laims
and paid a total of 197,249 claims since the date of inception of the Trust. Of the claims paid,
there were 36,930 malignancy claims and 160,319 non—malignancy claims. After application Qf
the payment percentage and applicable sequencing adjustment, the Trust paid approximately
$2,414.94 million to asbestos victims in settlement of their Unliquidated PI Trust Claims since

the date of inception of the Trust. The malignant to nonmalignant ratio of the Unliquidated P1
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Trust Claims paid in number was 1/4 and the malignant to nonmalignant ratio of the
Unliguidated Trust Claims in dollars paid was 6/1.

During the reporting period, the Trust paid a total of 87 PrémPetition Liquidated PI Trust
Claims. Of the claims paid, there were 9 malignancy claims and 78 non-malignancy claims.
After application of the payment percentage and applicable sequencing adjustment, the Trust
paid approximafely $0.13 million to asbestos victims in settlerﬁent of their Pre-Petition
Liquidated PI Trust Claims. The malignant to nonmalignant ratio of the Pre-Petition Liquidated
PI Trust Claims paid in number was 1/9 and the malignant to nonmalignant ratio of the Pre-
Petition Liquidated Trust Claims in dollars paid was 1/1.2.

During the reporting period, the Trust received 30,005 Unligquidated PI Trust Claims and
paid a total of 36,256 claims. Of the claims paid, there were 7,068 malignancy claims and
29,188 non-malignancy claims. Afier application of the payment percentage and applicable
sequencing adjustment, the Trust paid approximately $283.2 million to asbestos victims in
settlement of tﬂeir Unliquidated PI Trust Claims. The malignant to nonmalignant ratio of the
Unliquidated PI Trust Claims paid in number was 1/4 and the malignant to nonmalignant ratio of
the Unliquidated Trust Ciéims in dollars paid was 5.4/1.

| A summary of the claims processing procedures and policies may be found at the Trust

website at www.usgasbestostrust.com.
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B. Financial Information
The Trust’s audited financial statements for the Reporting Period are attached hereto as
Exhibit “A.” The financial statements were audited by Argy, Wiltse & Robinson, P.C.

Date: April 30, 2012 CAMPBELL & LEVINE, LLC

/s/ Kathleen Campbell Davis

Marla Rosoff Eskin (No. 2989)
Kathleen Campbell Davis (No. 4229)
800 N. King Street, Suite 300
Wilmington, DE 19801

Tel. 302.426.1900

Fax 302.426.9947

-and-

Douglas A. Campbell
Philip E. Milch

1700 Grant Building
Pittsburgh, PA 15219
Tel. 412.261.0310
Fax 412.261.5066

Counsel to United States Gypsum Asbestos
Personal Infury Settlement Trust
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AUDITED SPECIAL-PURPOSE
FINANCIAL STATEMENTS
WITH SUPPLEMENTAL INFORMATION

UNITED STATES GYPSUM
ASBESTOS PERSONAL INJURY
SETTLEMENT TRUST

DECEMBER 31, 2011 AND 2010
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UNITED STATES GYPSUM ASBESTOS PERSONAL INJURY SETTLEMENT TRUST
AUDITED SPECIAL-PURPOSE FINANCIAL STATEMENTS WITH SUPPLEMENTAL INFORMATION
DECEMBER 31, 2011 AND 2010 ‘
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ARGY, WILTSE & ROBINSON, F.C.

INDEPENDENT AUDITOR'S REPORT

To the Trustees
United States Gypsum Asbesios Personal Injury Settlement Trust
Wilmington, Delaware

We have audited the accompanying special-purpose statements of assets, liabilities and net assels
available for the payment of claims of the United States Gypsum Asbestos Personal Injury Settlement
Trust (the Trust) (a statutory Trust created under the laws of the State of Delaware) as of December 31,
2011 and 2010, and the related special-purpose statements of changes in net assets avajlable for the
payment of claims and special-purpose statements of cash flows for the years then ended. These
special-purpose financial statements are the responsibility of the Trust's management. Our responsibility
is to express an opinion on these special-purpose financial statemenis based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United Sfates
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. 'An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We befieve that our audits provide a
reasonable basis for our opinion.

As described in Note 2 to the special-purpose financial statements, these special-purpose financial
statemenis were prepared on a special-purpose basis of aceounting and are not intended to be a
presentation in conformity with accounting principles generally accepted in the United States of America.
The special-purpose basis of accounting has been used in order fo communicate the amount of net
assets presently available for current and future claimants of the Trust.

In our opinich, the special-purpose financial statements referred to above present fairly, in all material
respects; the financial position of the Trust as of December 31, 2011 and 2010 and the resulis of its
operations and its cash flows for the years then ended in conformity with the special-purpose basis of
accounting described in Note 2.

This réport is intended solely for the information and use of the management of the Trust, the Trustees,
the Future Claimants’ Representative, the Trust Advisory Committee, the beneficiaries of the Trust, and
the United States Bankruptcy Court for the District of Delaware, and is not intended to be and should not
be used by anyone cther than these specified parties. ‘

McLear::, Virginia
April 18, 2012

A -

. -
1 {/’ f/ /,.-f’ /
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UNITED STATES GYPSUM ASBESTOS PERSONAL INJURY SETTLEMENT TRUST

SPECIAL-PURPOSE STATEMENTS OF ASSETS, LIABILITIES AND
NET ASSETS AVAILABLE FOR THE PAYMENT OF CLAIMS

DECEMBER 31, 2011 AND 2010

2011 2010
Assets
Cash and cash equivalents $ 147173576 % 99,478,779
Investments, at fair value
Investments in bonds 1,486,755,346 1,668,477,252
Equity investments 189,289,108 205,615,756
Investments in hedge funds 92,896,283 093,069,146
Investments in international equities funds 77,002,848 111,459,375
Interest receivable 19,731,388 23,521,830
Total assets 2.012 848 517 2,202 522 238
Liabilities
Agccrued expenses and accounts payable 1,056,888 799,693
Settled but unpaid claims ‘ 1,250,851 _ 3,414,179
Income taxes payable _ 2.497 000 0
Total liabilities ) 4,804,839 - 4,213,872
Net assefs available for the payment of claims $.2008043678 $_2,198.308,366
The accompanying noles are an integral part of these special-purpose financial statements.
2
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UNITED STATES GYPSUM ASBESTOS PERSONAL INJURY SETTLEMENT TRUST

SPECIAL-PURPOSE STATEMENTS OF CHANGES IN
NET ASSETS AVAILABLE FOR THE PAYMENT OF CLAIMS

YEARS ENDED DECEMBER 31, 2011 AND 2610

Additions

interest and dividend income
Net appreciation in fair value of investments

Total additions
Deductions
Personal injury claim expense
Provision for income taxes (income tax refund)
Operating expenses
Claims processing expenses
Total deductions
Decrease in net assets available for the payment of claims
Net assets available for the payment of claims
Beginning of year

End of year

2011 2010

$ 55799201 $ 66547618
51,242,203 22524453
107,041,404 89,072,071

280,989,481 645,039,681
3,847,000 (1,689,437)

7,930,851 8,868,171

4,538,760 5,132,984

297,306,002 657,351,399
(190,264,688) = (568,279,328)

2,198,308 366 2,766,587.694
$_2.008043678 $.2.198,308366

The accompanying noles are an integral part of these special-purpose financial statements.
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UNITED STATES GYPSUM ASBESTOS PERSONAL INJURY SETTLEMENT TRUST

SPECIAL-PURPOSE STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2011 AND 2010

2011 2010

Cash flows from operating activities:
Decrease in net assets available for the payment of claims $ (190,264,688) $
Adjustments to reconcile decrease in net assets available for
the payment of claims to net cash used in operating
activities:
Net appreciation in fair value of investments

(568,279,328)

(51,242,203) (22,524,453)

Amortization of premiums on bonds, net 22,363,796 27327174
Changes in operating assets and liabilities
interest receivable 3,780,575 4,778,702
income taxes receivable 0 1,239,032
Income taxes payable 2,497,000 0
Accrued expenses and accounts payable 257,185 {1,318,877)
Settled but unpaid claims (2.163,228) (5.551.674)
Net cash used in operating activities {214,761,553) (664,329.424)

Cash flows from investing activities:

Sales and maturities of bonds

1,142,989,188

1,471,665,084

* Purchases of bonds {904,484,974) {1,110,176,458)
Sale of equity investments 37,017,387 76,889,881
Purchases of equity investment (13,071,823) (24,172 879)
Purchases of investments in hedge funds (3,400,000) 0]
Redemption of investments in hedge funds 3408572 0

Net cash provided by investing activities 262 456,350 414205627

Net increase (decrease) in cash and cash equivalents 47,694,797 {150,123,797)

Cash and cash equivalents at the beginning of the period 99478779 248 6802 576

Cash and cash eguivalents at the end of the period $ 147173576 $ 99478779

Supplemental disciosure of cash flow information:

{Cash paid for income taxes) income tax refunds

$___(1.350.000) $____2.928.460

The accompanying notes are an integrat part of these spedial-purpose financial statements.
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UNITED STATES GYPSUM ASBESTOS PERSONAL INJURY SETTLEMENT TRUST
NOTES TO THE SPECIAL-PURPOSE FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 1 - DESCRIPTION OF THE TRUST ‘

On February 25, 2001, United States Gypsum Company {USG), the related entities of United States
Gypsum Company, USG Interiors, Inc., USG Interiors Internafional, inc., L&W Supply Corporation,
Beadex Manufacturing, LLC, B-R Pipeline Company, L.a Mirada Products Co., Inc,, USG Industries, Inc.,,
USG Pipeline Company, Stocking Specialists, Inc., and USG Corporation (the parent company of all
entities) (collectively, the Debtors}, voluntarily filed pefitions for recrganizing under Chapter 11 of the
United States Bankrupicy Code with the United States Bankruptcy Court for the District of Delaware (the
Bankruptcy Court). On June 15, 2006, the Bankruptcy Court entered an order (the Confirmation Order)
confirming the modified joint plan of reorganization (the Confirmed Plan} proposed and filed by the
Debtors, and supported by the Asbestos Personal Injury Commiltee, the Legal Representative
representing the interests of future asbestos bodily injury claimants, the Creditors Commitiee, and the
Equity Committee. On June 15, 2006, the United States District Court for the District of Delaware
adopted, issued and affirmed the Confirmation Order. The Confirmation Order has become final and
cannot be appealed. The Confirmed Plan became effective on June 20, 2006 (the Effective Date or the
Effective Date of the Plan of Reorganization).

The essential elements of the Confirmed Pian include, among other things. the creation of the United
States Gypsum Ashestos Personal Injury Settlement Trust (the Trusf) fo assume all liabilities and
obligations of the Debtors in respect of all Asbestos Personal injury Claims (as defined in the Plan)
{Asbestos Pl Trust Claims), and to direct the processing, #iquidation and payment of Asbesios Pl Trust
Claims in accordance with the Plan and the Trust Distribution Procedures agreement (TDP} in such a way
that such holders of Asbestos Pl Trust Claims are treated fairly, equitably and reasonably in light of the
finite assets available to satisfy such claims, and to otherwise comply in all respects with the requirements
of a trust set forth in section 524(g)(2)(B) of the Bankruptcy Code,

When formed, the Trust was funded with (a) $890 million in cash, {b) asbestos insurance recoveries as
described in Note 6, (¢} a $10 million promissory note due no lafer than December 31, 2006, and {d)
contingent payment notes in the aggregate amount of $3.05 billion due within 10 days after final
adjournment of the 108" Congress of the United States in the event that the FAIR -Act of 2005 or any
substantially similar legislation creating & national frust or similar fund has not been enacted and made
law on or before that date, all-in consideration for the releases and injunctions described in the Confirmed
Plan. All payments were made on or before December 31, 2006. Additionally, under the terms of a
cooperation agreement with USG, the Trust received $2.5 million to cover cerfain reasonabfe expenses
related to the transfer of mformatlon from USG to the Trust.

The Trustees are responsible for supervising and administering the Trust and to use the Trust's assels
and income to pay the holders of all Asbestos P1 Trust Claims In accordance with the Trust Agreement
and the TDP in such a way that holders of Asbestos Pl Trust Claims are treated fairly, equitably and
reasonably in light of the limited assets available to satisfy such claims, and to otherwise comply in all
respects with the requirements of a trust set forth in section 524(g){2)(B)} of the Bankrupicy Code.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

The Trust's financial statements are prepared using special-purpose accounting methods adopted by the
Trust, which differ from accounting principles generally accepted in the United States of America (GAAP).
The special-purpose accounting methods were adopted in order to communicate to the beneficiaries of
the Trust the net assets available for the payment of claims and the related operating expenses of the
Trust. Since the accompanying special-purpose financial statements and transactions are not based
upon GAAP, accounting treatment by other parties for these same transactions may d:ﬁer as to timing
and amount. The special-purpose accounting methods include the following:

5.
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. Assets are recorded when they are received by the Trust and are available for the payment of
asbestos claims.

@ Future fixed liabilities under confractual obligations and other agreements entered into by the
Trust are recorded as deductions in the same period that such contractual obligations or
agreements are signed. Under GAAP, liabilities and contractual obligations are recorded over the
period that is benefited by the underlying contract or agreement.

® The full amount of claims are expensed in the period in which the confirmed claims are seftled. A
settled claim is a claim that has been allowed by the Trust and accepted by the claimant, with an
approved release. Under GAAP, a liability would be recorded for an estimate of the amount to be
paid for claims that have been incurred but not yet reported, and for those claims that have been
submitted but not yet approved for payment by the Trust,

. Payments for services to be received over an extended period in the future are expensed as paid
because these amounts are no longer available for the payment of claims. Under GAAP, an
asset would be recorded and amortized over the period in which the related benefits are received.

® Payments for property and equipment are expensed as incurred. Under GAAP, payments for
property and equipment are capitalized and depreciated over the useful lives of the assets. To
date, the Trust has incurred no expense related to purchases of property and equipment.

® Income tax expense is estimated and recorded as incurred in the period in which certain income
and expense items affect current federal income taxes payable. Under GAAP, the provision for
income taxes is recorded based upon income reported for financial statement purposes, and
federal and state income faxes both currently payable and changes in deferred taxes due to
differences between financial reporting and tax bases of assets and liabilities. Under GAAP,
deferred taxes include a provision for faxes attributable to changes in unrealized gains and losses
on investments.

. Asbestos insurance recoveries are not recorded until the funds are received from the insurance
carriers. These recoveries come from various insurance seltlements, which were obtained by
United States Gypsum Company and related entities and assigned to the Trust. The insurance
policies cover, among other things, products and general liability claims. Future recoveries under
such settlements, which were assigned to the Trust pursuant to the Plan, will be received by the
Trust. Under GAAP, asbestos insurance recoveries are recorded upon settlement and assurance
of collectability. - '

a Investments are recorded at fair value. All interest and dividend income, net of investment
expenses, are included in interest and dividend income in the accompanying special-purpose
statemnents of changes in net assets available for the payment of claims. The net appreciation or
depreciation in fair value of investments in the accompanying special-purpose statements of
changes in net assets available for the payment of claims consists of realized gains or losses on
sales of investments and the change in unrealized gains or losses on investments held. Under
GAAP, unrealized gains and losses are recorded as other comprehensive income or loss, with
the accumulated balance disclosed separately.

Use of estimates

The preparation of financial statements in conformity with the special-purpose accounting methods
described above requires the Trust to make estimates and assumptions that affect the reported amounts
of certain assets and liabilities and the disclosures of contingent assets and habilities at the date of the
special-purpose financial statements, as well as the reported amounts of additions and deductions to the
net assets available for the payment of claims during the reporting period. Actual results could differ from
those estimates and such differences could have a material effect on the net assels available for the
payment of claims,
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Cash equivalents

The Trust considers all highly liquid instruments with original malurities of three months or less to be cash
equivalents.

investments

investment securities are stated at fair value. Fair value for investment securities other than international
equities funds and hedge funds is based on quoted market prices for identical or similar instruments
traded in active markeis as of the date of the special-purpose financial statements.  Fair value of
international equities funds and hedge funds is based on the Trust's proportionate share of each funds’
net assels, as reporied as of the date of the special-purpose financial statements. Changes in unrealized
gains and losses are recorded in the current period. Investment income is recognized when eamed.
Gains and losses on sales of investment securitles are determined using the specific identification
method.

Accrued expenses and accounts payable

Accrued ﬂexpenses and accounls payable consist of accruals and outstanding invoices associated with
managing and operating the Trust,

Operating expenses

Operating expenses of the Trust are paid from the net assets available for the payment of claims when
invoices are received,

Income taxes

The Trust is classified as a Qualified Settlement Fund pursuant to the Internal Revenue Code (the Code)
and Regulations thereunder. As a result, the Trust is subject to federal income taxes based on modified
gross income, as defined by the Cods, In the opinion of the Trustees and advisors, the Trust is not
subject to state income taxes and, therefore, the special-purpose financial siatements do not include any
provision or Iiability for state income taxes.

Income tax expense is estlmated and :nc!udes amounis’ payable or recetvab!e under current federal
sncome taxes. ‘

The Trust records income tax expense {or benefit) associated with amounts payable {or receivabfe) under
current federal income taxes, and does not record a provision for (or benefit from) deferred taxes.
Accordingly, there is no provision for deferred taxes associated with changes in cumulative unrealized
gains and losses on investments (see Note 4). The taxes associated with gains on investments will be
recorded in the Trust's financial statements when the net gains are realized (i.e. the securities are sold)
and the taxes become currently payable.

Risks and uncertainties

The Trust maintains cash balances that may at times exceed federally insured limits. Cash balances are
maintained at high-quality financial institutions and the Trust believes the credit risk related to these cash
balances is minimal.

The Trust invests in a professionally managed portfolio that contains common shares of publicly traded
companies, U.S. and Canadian government obligations, money market funds and hedge funds. Such
investments are exposed fo various risks such as interest raie, market, and credit risks. Due to the levei
of risk associated with certain investments securities, it is af least reasonably possible that changes in
values of investment securities will occur in the near term and that such change could materially affect the
net assets available for the payment of claims.
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Subsequent events

The Company has evaluated its December 31, 2011 financial statements for subsequent events through
Aprit 19, 2012, the date the financial statements were available to be issued. The Company is not aware
of any subseguent events which would require recognition or disclosure in the financial statements.

NOTE 3 - RELATED PARTIES

On November 1, 2008, the Trust became a member in the Delaware Claims Processing Facility (DCPF),
a limited liability company, under an agreement with four other Qualified Settlement Funds. The purpose
of DCPF is to operate a claims processing facility. The Trust confributed $100 as capital and recorded
$585,400 for start-up expenses in connection with the transition of the processing of the Trust’s Asbestos
Pi Trust-Claims to this entity.

The Trust paid expenses related to the operation of this entity of $4,538,760 and $5,132,984 for the years
ended December 31, 2011 and 2010, respectively. The Trust had accrued amounts of $0 related to
operation of this enfify at December 31, 2011 and 2010. Expenses charged to the Trust related to the
operation of this entity include direct labor expense, other direct expenses, and an allocation of common
costs.

NOTE 4 - INVESTMENTS

Investment securities consist of the following at December 31:

2011
Gross Gross Fair
Amortized Unrealized Unrealized Market
Cost - Gains Losses Value
Municipalfprovincial bonds $ 1404847234 $ 81908112 & 0 $ 1486,755346
Equity securities 211,544,840 0 (22,255,732) 189,289,108
Hedge funds 79,700,669 13,195,614 0 92,896,283
E_nter_rtationai equities funds 109,352 836 398,597 (32,748,584) 77,002,848
$.1.805445579 $.95502,323 §_(56.004,316) $_1,845943 586
: ’ 2010 U
Gross Gross Fair
Amortized Unrealized Unrealized Market
Cost Gains L osses Value
Municipal/provincial bonds $ 1,636,258440 - § 32218812 % C $ 1668477252
Equity securities 213,703,783 678,759 (8,7686,786) 205,615,756
Hedge funds 79,300,670 14,668,476 0 93,969,146

international equities funds 127,662,396 2,951,059 {19.154.080) 111,459,375

$.2.006.9256.280 $.50.517106 $_{(27.920,866) $_2.079.521.529

Realized gains and (Josses) from investment sales consist of the following as of December 31:

2011 2010
Municipal/Provincial bonds 3 29,491,489 $ 25,726,685
Equities securities "3,215,556 7,344,703
Irfernationat equities funds 665,769 (140,550}
Hedge funds (32.378) e

$ 33,340436 § 32,930,838
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The table below sets forth a summary of chahges in the fair value of the Trusf's investment in hedge
funds for the year ended December 31;

Investment in Hedge Funds '

2011 2010 -
Balance, beginning of year ' ‘ $ 93,969,146 F 73,348,380
_ Purchases A o 3,400,000 13,000,000*
"~ Redemption (3,408 572} 0
Income allocations, net of fees {1,066.291) 7,620,766
Balance, end of year $.82806283 $_93,960.146

* Purchases of investment in hedge funds unsettled at December 31, 2009.

The major categories of the Trust's hedge fund investments, including general information refated to each
category, are as foliows: o ' '

.Redemption
Frequency Notice
Fair Value (if Currently First/Next Period
2011, 2010 Eligible) Redemption (days) Gate
(a) :
Event driven fund 312789917 $12,217,142  Annually May 31, 2012 60 0%
Event driven fund 11,275,829 11,119,443 Semi-annual June 30, 2012 85 10%
Event driven fund 10,614,705 10,638,536 Quarterly March 31, 2012 -85 25%
Event driven fund 5518974 5966475  Annually September 30, 2012 45 0%
- , 40199425 39,942 596
(b)
- Every 24
Multi-strategy fund 11,468,122 11,221,469 months June 30, 2013 60 0%
Multi-strategy fund 11,193,106 11,235980  Annually  June 30, 2012 80 50%

Multi-strategy fund 9,003,985 9,355,995 Annually December 31, 2012 60 10%
Multi-strategy fund 4,001,776 4,298,664 Semi-annual December 31, 2012 60 15%

35,667,998 36.113.108

{c)
Long/short fund 3,937,772 3,764,112 Annually December 31, 2012 60 0%
Long/short fund 3,503,944 3,488,918  Quarterly March 31, 2012 45 20%
Every 36
Long/short fund 3,309,977 3,335,062 months June 30, 2012 30 15%
Long/short fund 3,176,131 3,886,400  Annually December 31, 2012 60 25%
Long/short fund 3,101,035 0 Quarterly March 31, 2012 30 0%
L.ong/short fund () 3,438,950 N/A NIA N/A N/A
17.028.859  17.913.442
$92.806.283 $93.969 146
(a) ‘This category includes hedge funds that capitalize on inefficiencies in market prices of companies

with special situations. These include those companies with potential mergers, spin-offs,
restructuring, change in controls and other similar events. The fair value of the hedge fund
investments in this category was estimated based on the Trust’s proporiionate share of each
funds’ net assets, as reported on the respective funds' financial statements for the year ended
December 31, 2011 and 2040.
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{b} Hedge funds within this category use a variety of strategies to diversify risks and reduce volatility.
One of the funds in this category invests in value equities, special situations, fong-term arbitrage
and’ structured credit and morigage securities, while the other fund contains derivative positions
or a combination of long and short positions and private placement positions. The fair value of
the hedge fund investments in this category was estimated based on the Trust's proportionate
share of ezch funds’ net assets, as reported on the respective funds’ financial statements for the
year ended December 31, 2011 and 2010.

{c) This category includes investments in hedge funds that hold securities traded in various global
equity markets. Positions within the hedge fund can be both long and short and covers various
industries such as banking, utiliies and technologies. The fair value of the hedge fund
investments in this category was estimated based on the Trust's proportionate share of each
funds’ net assets, as reported on the respective funds’ financial statements for the year ended
Decemnber 31, 2011 and 2010.

" NOTE 5 - INCOME TAXES

The total estimated income tax expense for the year ended December 31, 2011 is $3,847,000. During

. the year ended December 31, 2011 the Trust made estimated federal tax payments totaling $1,350,000.
Accordingly, income taxes payable have been recorded in the amount of $2,497,000 for the estimated
current tax liability in excess of estimated payments made during the year. During the year ended
December 31, 2010 the Trust received federal income tax refunds of $2,928,469 related to the
overpayment of 2007 and 2008 taxes plus interest. The Trust made no income tax payments during the
year ended December 31, 2010,

NOTE 6 - INSURANCE RECOVERIES

Under the terms of settlement agreements with certain insurance companies, the Trust may be entitled to
future insurance recoveries. In accordance with the Trust's accounting policies, such insurance
recoveries will be recorded as an addition to net assets available for the payment of claims when the
funds are received from the insurance cormpanies.

NOTE 7 - CONTINGENT LIABILITIES

The Plan Documents {as defined in the Confirmed Plan} subject the Trust to certain reimbursement and
indemnification obligations that may result in future claims against the Trust,

The probability of such claims cannot be reasonably determined. Accordingly, no associated liability has
been recorded in the accompanying specialpurpose financial statements. Such claims, if any, are not
expected to be material. The Trust has obtained insurance for purposes of supporting its obligation to
indemnify the Trustees.

NOTE 8 - LIABILITY FOR ASBESTOS CLAIMS

The seftled but unpald claims liability at December 31, 2011 and December 31, 2010 consisted of
personal injury claims that were settled, but unpaid as of December 31, 2011 and December 31, 2010,
respectively.. These amounts were included in personal injury claim expense in the accompanying
special-purpose statements of changes in net assets available for the payment of claims for the year
ended December 31, 2011 and December 31, 2010.

The ultimate number of Asbestos Pl Trust Claims to be filed and the liability for ali such claims are
uncertain at this time. The net assefs available for the payment of claims at December 31, 2011 and
December 31, 2010 represent funding available for all Asbestos Pt Trust Claims for which no fixed liability
has yet been established. The net assets available for the payment of claims at December 31, 2011 and
2010 may or may not be sufficient to meet all future obligations of the Trust.

10
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. NOTE 9 - TRUST LIABILITY INSURANCE

The Trust purchased liability insurance for premiums of $202,251 and $136,246 during the years ended
Decemnber 31, 2011 and 2010, respectively. The current policy term is September 1, 2011 through
Seplember 1, 2012, The Trust's accounting policy is to expense in the current period any amounts that
will not be available to pay future Asbestos Pl Trust Claims or expenses of the Trust. Accordingly, the
$202,251 and $136,246 was recorded as deductions in net assets available for the payment of claims
during the years ended December 31, 2011 and 2010, respectively, '

NOTE 10 «-‘TRUSTEES, TRUST ADVISORY COMMITTEE AND FUTURES REPRESENTATIVES

Fees and expenses of the Trustees, Trust Advisory Committee, Futures Representative, and related
counsels, and the Facility Board of Managers for the years ended Decemnber 31, 2011 and 2010 were:

2011
Fees Retainer Expenses Total

Trustees $ 536,635 § 200,338 % 36,752 % 773,626
Future Claimants’ Representative 55,475 o 6,723 62,198
Future Claimanis’ Representative .

Counsel 90,753 0 1,674 92,427
Trust Advisory Committee 7,884 0 1,198 . 9,082
Trust Advisory Commitiee :

Counsel 168,007 0 6,815 204,822
DCPF Board of Managers 59.801 3] 0 59,801

$....948455 $___ 200339 §$___ 53162 $_ 1201956
2010 '
Fees Retainer Expenses Total

Trustees $ 679805 % 195,963 % 48,209 § 921,867
Future Claimants’ Representative 50,750 0 6,795 57,545
Future Claimants’ Representative

Counsel : 115,634 0 3,101 118,735
Trust Advisory Commiittee 12,087 0 3,301 15,358
Trust Advisory Committee
- Counsel 243,119 g 5978 249,097
DCPF Board of Managers 49,943 o 0 49,943

$__1151108 % 185963 § 65474 % _1412545

The above amounts are included in operating expenses in the special-purpose statements of changes in
net assets available for the payment of claims for the years ended December 31, 2011 and 2010,

Kk
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SUPPLEMENTAL INFORMATION
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ARGY, WILTSE & ROBINSON, P.C.

INDEPENDENT AUDITOR'S REPORT
ON SUPPLEMENTAL INFORMATION

To the Trustees
United States Gypsum Asbestos Personal Injury Selfiement Trust
Wilmington, Delaware

Our audits were made for the purpose of forming an opinion on the basic special-purpose financial

" statements as of December 31, 2011 and 2010, and for the years then ended taken as a whole In
accordance with the basis of accounting described in Note 2 of such statements, The supplemental
information on page 13 is presented for purposes of additional analysis and is not a required part of the
basic special-purpose financial statements. The supplemental information for the years ended December
31, 2011 and 2010 has been subjected to the audatmg procedures appl:ed in the audit of the basic
speC|al-purpose financial slatements and, in our opinion, is falrly stated in all material respects in relatlon
o the bas:c spemal-purpose financial statements taken as a whole,

Mcl.ean, Virginia
Aprit 18, 2012

12

8405 Greenshoro Drive | 7“‘ Floor | MclLean, VA 22102 | 703.893.0600
Two Democracy Center | 6903 Rockledge Drive | Suite 310 | Bethesda, Maryland | 240 #85 0860/ i

wwwargy.com  Member of the Leading Edge Alliance
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UNITED STATES GYPSUM ASBESTOS PERSONAL INJURY SETTLEMENT TRUST
SUPPLEMENTAL SCHEDULES OF OPERATING EXPENSES
YEARS ENDED DECEMBER 21, 2011 AND 2010

2011 2010

Investment management and advisory service fee $ 4169412 § 4413218
Trustee fees and expenses‘ 773,626 921,867
Legal fees 743,781 942,051
' Professional fees - .665,090 : 959,201
Administration and claims process development fees 486,307 548,451
Accounting, finance and tax fees 416,512 452 235
Trust Advisory Committee counsel fees and expenses ' 204,822 249,097
Trust fiability insurance 202,251 136,246
Future claimanis’ representative and counsel 154,625 176,280
Meeting expenses - B7.623 32,327
Trust Advisory Commitiee fees and expenses 9,082 156,368
Miscellaneous operating expenses ‘ 17,720 21,840
Total operating expenses ] $_...7.930851 $__ 8868171

See independent auditor's report on supplemental information.
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UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In Re: ) Chapter 11

)
USG CORPORATION, et al, ) Jointly Administered

) Case No. 01-2094 (JKF)
Debtors. )

CERTIFICATE OF SERVICE

I, Kathleen Campbell Davis, of Campbell & Levine, LL.C, hereby certify that on April
30, 2012, I caused a copy of the Notice of Filing of Annual Report and Claims Summary to be

served upon the attached service list via first-class and electronic mail.

CAMPBELL & LEVINE, LLC

Dated: April 30, 2012 /s/ Kathleen Campbell Davis
Kathleen Campbell Davis (No. 4229)
800 King Street, Suite 300
Wilmington, DE 19801
(302) 426-1900
kdavis@camlev.com

{DO220973.1 3
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USG Service List

David G. Heiman, Esq.
Gus Kallergis, Esq.

Jones Day Reavis & Pogue
North Point

901 Lakeside Avenue
Cleveland, Ohic 44114

Russell Budd, Esq.

Baron & Budd, PC

3102 Oak Lawn Avenue, Suite 1100
Dallas, TX 75219

Theodore Goldberg, Esq.
Goldberg, Persky & White, PC
1030 Fifth Avenue, 3™ Floor
Pittsburgh, PA 15219

Mary Martin, Esq.

USG Corporation

550 West Adams Street
Chicago, IL 60661-3602

Brad B. Erens, Esq.

Jones Day Reavis & Pogue

77 West Wacker Drive, Suite 3500
Chicago, I 60601-1692

John D. Cooney, Esq.

Cooney & Conway

120 N. LaSalle Street, 30™ Floor
Chicago, IL 60602

Steven Kazan, Esq.

Kazan, McClain, Abrarhs, Fernandez, Lyons & Farrise
171 Twelfth Street, Third Floor

Oakland, CA 94607
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Perry Weitz, Esq.

Weitz & Luxenberg

700 Broadway

New York, NY 10003-9536

Elihu Inselbuch, Esq.

Caplin & Drysdale, Chartered
375 Park Avenue, 35th Floor
New York, NY 10152-3500

Andrew Kress, Esq.

Kaye Scholer, LLP"

425 Park Avenue

New York, NY 10022-3598

Lewis R. Sifford, Esq.
Sifford, Anderson & Co. P.C.
3333 Lee Parkway, Suite 600
Dallas, TX 75219
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Ann McMillan, Esq.

Caplin & Drysdale, Chartered
One Thomas Circle, NN'W.
Washington, D.C. 20005-5802

Hon. Dean M. Trafelet
P.O. Box 518

9130 Wild Lane

Baileys Harbor, WI 54202

Philip A. Pahigian, Esq.
6 Stonehedge Court
Little Silver, NJ 07739-1804

Charles Koppelman

CAK Entertainment Inc.

1330 Avenue of the Americas
Suite 1800

New York, New York 10019
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T. Patrick Tinker

Office of the United States Trustee Thomas Florence

District of Delaware John Brophy

844 King Street, Suite 2207 ARPC

Lockbox 35 1220 19" Street, NW, Suite 700
Wilmington, DE 19801 Washington, DC 20036

Joseph Rice, Esq.

Motley Rice, LLC

28 Bridgeside Blvd.

P.O. Box 1792

MT. PLEASANT, SC 29465
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