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UNITED STATES BANKRUPTCY COURT 
 

CENTRAL DISTRICT OF CALIFORNIA 
 

LOS ANGELES DIVISION 

 
In re 
 
PACIFIC INSULATION COMPANY, 
 
 
 
 
 

Debtor. 

 
In re 
 
THORPE INSULATION COMPANY, 
 
Debtor. 

Case No. 02:07-bk-20016-BB
 
(Jointly Administered with Case No. LA 2:07-
bk-19271-BB 
 
Case No. 2:07-bk-19271-BB 
(Case Closed) 
 
Chapter 11 
 
 
NINTH ANNUAL REPORT AND 
ACCOUNTING, AUDITED FINANCIAL 
STATEMENTS, AND CLAIM REPORT 
 

Hearing: 
 
Hearing Date:   June 12, 2019 
Hearing Time:  2:00 p.m. 
Place:  Courtroom 1539 
            255 East Temple Street 
            Los Angeles, CA 90012 
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TO THE HONORABLE UNITED STATES BANKRUPTCY JUDGE AND OTHER 

PARTIES IN INTEREST: 

The Trustees of the Thorpe Insulation Company Asbestos Settlement Trust by and 

through their counsel, Levene, Neale, Bender, Yoo & Brill, hereby file the Ninth Annual Report 

and Accounting, Audited Financial Statements, and Claim Report. 

 

DATED: April 29, 2019 

      Respectfully submitted, 
 

 By: __//s// Eve H. Karasik _________ 
 EVE H. KARASIK    
 LEVENE, NEALE, BENDER,  
    YOO & BRILL L.L.P.   
 Email:  EHK@lnbyb.com 

    
  Bankruptcy Counsel for the Thorpe Insulation 
  Company Asbestos Settlement Trust 
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NINTH ANNUAL REPORT AND ACCOUNTING OF THORPE INSULATION 
COMPANY ASBESTOS SETTLEMENT TRUST 

 

The Trustees of the Thorpe Insulation Company Asbestos Settlement Trust ("Trust") 

hereby submit this Ninth Annual Report and Accounting (the "Annual Report") covering Trust 

activities that occurred during the period from January 1, 2018 to and including December 31, 2018 

(the "Accounting Period"), and certain activities of the Trust that took place outside the Accounting 

Period.  This Annual Report is submitted to the United States Bankruptcy Court for the Central 

District of California, Los Angeles Division, In re Thorpe Insulation Company, In re Pacific 

Insulation Company, Debtors, Case Nos. 2:07-19271-BB and 2:07-20016-BB (jointly administered 

under Case No. 2:07-20016-BB) in accordance with the Sixth Amended Joint Plan of 

Reorganization of Thorpe Insulation Company and Pacific Insulation Company [Docket No. 3418] 

(the "Plan"); Order Confirming Sixth Amended Joint Plan of Reorganization of Thorpe Insulation 

Company and Pacific Insulation Company (Following Remand) [Docket No. 3429] ("2013 

Confirmation Order") dated May 8, 2013; the Trust Agreement, Bylaws, Trust Distribution 

Procedures, and Case Valuation Matrix, as amended from time to time, established pursuant to the 

Plan,1 and pursuant to the laws of the State of Nevada, where the Trust is organized and where it 

resides.  The Trust Agreement states in Section 7.9 that the Trust is governed by Nevada law.  

Section 164.015 of the Nevada Revised Statutes allows the Trust to render an accounting and seek 

approval for its past actions.  The factual statements in this Annual Report are supported by the 

Declaration of Jack Luikart, Managing Trustee, in Support of Motion to Approve and Settle Thorpe 

Insulation Settlement Trust's Ninth Annual Report and Accounting, Audited Financial Statements, 

and Claim Report as described in paragraphs 7, 8, and 9 infra.  Capitalized terms not defined herein 

                     
1  The Appendix [Docket Nos. 108-2 and 108-3 in Case No. 02:07-bk-20016-BB; Docket Nos. 3418 and 3418-1 

through 3418-19 in Case No. LA 2:07-bk-19271-BB] includes the Plan the 2013 Confirmation Order;  Fourth 
Amendment to and Complete Restatement of Thorpe Insulation Company Asbestos Settlement Trust Case 
Valuation Matrix ("Matrix") the Second Amendment to and Complete Restatement of Thorpe Insulation Company 
Asbestos Settlement Trust Bylaws (the “Trust Bylaws”); certain other controlling documents approved by this 
Court; and other documents as indicated. The current versions of the Trust Agreement, and Trust Distribution 
Procedures (all as defined below) are attached to this Annual Report as the Twelfth Amendment to and Complete 
Restatement of Thorpe Insulation Company Asbestos Settlement Trust Agreement (the “Trust Agreement”) Exhibit 
“C“,  , and the Fifth Amendment to and Complete Restatement of Thorpe Insulation Company Asbestos Personal 
Injury Settlement Trust Distribution Procedures (the “Trust Distribution Procedures”) Exhibit “D “ .  
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are as defined in Article 1 of the Plan.  This Court has approved each Annual Report beginning in 

2011. 

1. Effective Date:  On February 1, 2010, this Court entered the "Order Confirming Fifth 

Amended Joint Plan of Reorganization" (the "2010 Confirmation Order").  Following remand of 

certain issues upheld on appeal as initially described in the Trust’s Fourth Annual Report, this Court 

entered the 2013 Confirmation Order on May 8, 2013.  The Plan became effective on July 9, 2013. 

2. Final Decree and Closing of Thorpe Insulation Company Bankruptcy Case: As 

initially described in the Trust’s Fourth Annual Report, pursuant to the Plan and 2013 Confirmation 

Order, the bankruptcy case of Thorpe Insulation Company (Case No. LA 07-19271-BB) was closed 

and the Bankruptcy Court entered its Final Decree [Docket No. 3447]. The Plan and 2013 

Confirmation Order further provided that the Pacific Insulation Company case (Case Number LA 

07-20016-BB) would remain open for purposes of administering the Trust. 

3. Appointment of Trustees:  In the 2010 Confirmation Order, this Court approved the 

appointment of Mr. John F. Luikart and Dr. Sandra R. Hernández as the Trustees of the Trust, who 

have acted in that capacity since the Effective Date of the Trust. Pursuant to Section 4.1 of the Trust 

Agreement, the number of Trustees was increased to three (3) on January 11, 2011, and on February 

17, 2011, Mr. Stephen M. Snyder was appointed to serve as the third Trustee.  Mr. Snyder has acted 

as a Trustee of the Trust since February 17, 2011.  Further, on April 21, 2011, in accordance with 

Section 4.1 of the Trust Agreement, Mr. Snyder was designated by the other two Trustees as 

Managing Trustee, with the consent of the Trust Advisory Committee and Futures Representative.  

Mr. Snyder continued to serve as Managing Trustee until February 22, 2019.  On January 9, 2019, 

Stephen M. Snyder, pursuant to Section 4.2(c) of the Trust Agreement, gave proper notice that he 

was retiring as Trustee as of April 30, 2019. Stephen M. Snyder was asked to extend the retirement 

date to May 31, 2019. The Trustees, Trust Advisory Committee, and the Futures Representative 

agreed in writing to extend the retirement date to May 31, 2019.   On February 22, 2019, pursuant 

to Section 4.1 of the Trust Agreement, John F. Luikart was elected by the Trustees to be the 

Managing Trustee of the Trust. As a result of the retirement of Mr. Snyder, a  change has  been 

adopted to the Trust Agreement in Section 4.6(f), (set forth in paragraph 25 infra).  As well, the 
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Trust has entered into a Transition Agreement with Mr. Snyder and a Consulting Agreement.  The 

Transition agreement as approved, is attached as Exhibit “E”. 

4. Appointment of Trust Advisory Committee ("TAC"):  Pursuant to Section 6.1 of the 

Trust Agreement, Alan R. Brayton, Ron C. Eddins, David McClain, Jerry Neil Paul, and David A. 

Rosen were designated as the initial members of the TAC.  Mr. Brayton was elected Chair of the 

TAC by its members on October 25, 2010, and has served in that capacity since that time.  As 

initially described in the Trust’s Third Annual Report, the selection of Peter A. Kraus to succeed 

the late Mr. Eddins as a member of the TAC was approved by this Court on July 11, 2012.  Messrs. 

Kraus, McClain and Paul continued to serve as members of the TAC during the Accounting Period.  

As initially described in the Trust’s Sixth Annual Report, Mr. Rosen resigned in January 2016 and 

pursuant to Section 6.4 of the Trust Agreement, Patrick A. DeBlase was nominated by the remaining 

members of the TAC to succeed Mr. Rosen as a member of the TAC.  This Court approved Mr. 

DeBlase as a member of the TAC on June 13, 2016. 

5. Appointment of Futures Representative:  The Honorable Charles B. Renfrew, retired, 

was appointed as the Futures Representative in the Bankruptcy Case on December 20, 2007.  Judge 

Renfrew served as the Trust’s Future Representative since the Effective Date of the Trust until his 

death on December 14, 2017.  The Trust’s Motion for Order Approving Trustees’ Selection of 

Honorable David F. Levi to Serve as Futures Representative was filed on March 20, 2018, and the 

order was entered on April 11, 2018.    

6. Fiscal Year and Tax Obligations:  The Trust is required by the Internal Revenue Code 

to account for and report on its activities for tax purposes on a calendar-year basis.  Therefore, the 

Trust's fiscal year is the calendar year.  Section 2.2(b) of the Trust Agreement requires the Trustees 

to file income tax and other returns and statements in a timely manner, and comply with all 

withholding obligations as legally required, including fulfilling requirements to maintain the Trust's 

status as a Qualified Settlement Fund.  The 2017 federal tax return was filed by its extended due 

date of September 17, 2018 and the 2018 federal tax return will be filed by its extended due date of 

September 16, 2019.  The Trust resides in Nevada, and Nevada has no state income tax.  Although 

the Trust is not subject to tax in California, the Trustees file a tax return in California, attaching a 
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copy of the Trust's federal tax return but showing no California taxable income or state tax liability. 

7. Annual Report:  Section 2.2(c)(i) of the Trust Agreement provides in pertinent part: 

The Trustees shall cause to be prepared and filed with the Bankruptcy 
Court , as soon as available, and in any event within 120 days following 
the end of each fiscal year, an annual report containing financial 
statements of the Trust (including, without limitation, a statement of the 
net claimants' equity of the Trust as of the end of such fiscal year and a 
statement of changes in net claimants' equity 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 equity presently 
available to current and future claimants and as to the conformity of the 
financial statements with accounting principles generally accepted in 
the United States, except for the special-purpose accounting methods . . 
. . 

The Trust's financial statements are prepared using special-purpose accounting methods that depart 

from Generally Accepted Accounting Principles (GAAP) in certain respects in order to better 

disclose the amount and changes in net claimants’ equity. 

8. Financial Report:  In accordance with the requirements of Section 2.2(c)(i) of the 

Trust Agreement, the Trust has caused its accounts to be audited by independent certified public 

accountants, Eide Bailly, LLP.  The Trust's audited financial statements ("Audited Financial 

Statements") are attached hereto as Exhibit "A".  These include a Statement of Net Claimants' 

Equity, a Statement of Changes in Net Claimants' Equity, a Statement of Cash Flows and 

explanatory Notes.  The Statement of Net Claimants' Equity, which is the equivalent of a corporate 

balance sheet, reflects total assets of the Trust at market value and on the other comprehensive basis 

of accounting utilized by the Trust.  These Audited Financial Statements show, among other things, 

that as of December 31, 2018, total Trust assets were $438,398,649, total liabilities were 

$17,163,476, and Net Claimants’ Equity was $421,235,173. 

9. Claim Report:  Section 2.2(c)(ii) of the Trust Agreement provides that along with the 

Audited Financial Statements, the Trustees shall file with the Court a report containing a summary 

regarding the number and type of claims disposed of during the period covered by the financial 

statements.  The Thorpe Insulation Settlement Trust Claim Report as Of December 31, 2018 ("Claim 

Report") is attached hereto as Exhibit "B".  During the Accounting Period, the Trust received 704 

claims, paid 156 claims, and made settlement offers on 148 claims.  During the Accounting Period 
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and since the Trust received its first Trust Claim,2 the Trust has received 5,522 Trust Claims, paid 

1,454 Trust Claims, and 2,645 Trust Claims have been withdrawn or rejected.3  

Section 5.4 of the TDP provides that, "As soon as practicable after the Effective Date, the 

Trust shall pay all Trust Claims that were liquidated by (i) a settlement agreement entered into prior 

to the Petition Date for the particular claim, or (ii) a judgment of any kind entered on or before 

October 15, 2007 (collectively, the "Pre-Petition Liquidated Claims").  As initially described in the 

Trust's First Annual Report, all Pre-Petition Liquidated Claims were paid by the end of January 

2011 in trust to the representative law firms for disbursement to the claimants upon the Trust's 

receipt and approval of a properly executed release. 

10. Public Inspection:  In compliance with Section 2.2(c)(iii) of the Trust Agreement, the 

Annual Report, including the Audited Financial Statements and Claim Report, has been provided to 

the TAC and Futures Representative, filed with the United States Bankruptcy Court for the Central 

District of California, Los Angeles Division, served on the Office of the United States Trustee with 

responsibility for the Central District of California, Los Angeles Division, and made available for 

inspection by the public. 

11. Trustees' Meetings:  Article II, Section 4 of the Trust Bylaws provides that the 

Trustees shall meet in Nevada, or a state other than California, at least four times a year, as close as 

practicable on a quarterly basis.  The Trustees held five (5) meetings during the Accounting Period 

(February 22-23, 2018, April 19-20, 2018, May 16, 2018, September 13-14, 2018, and November 

15-16, 2018).  The April, May and September meetings were held in Nevada, and the February and 

November meetings were held in Arizona. 

12. Arbitrations:  During the Accounting Period, no arbitrations were held pursuant to 

Section 5.9 of the Trust Distribution Procedures. 

13. Funds Received Ratio:  Sections 2.3 and 4.2 of the TDP provides for the Trustees to 

reconsider the Funds Received Ratio on the first day of each January after the Plan has been 
                     
2  "Trust Claims" are any claims submitted to the Trust after the Effective Date. 
3  "Withdrawn or Rejected Claims" include claims which are not qualified and/or claims with deficiencies that have 

not been cured beyond a certain time period, and/or claims that have remained on hold beyond a certain time 
period. 
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confirmed.  As initially described in the Trust's First Annual Report, on November 17, 2010, based 

upon the analysis and advice of the Trust's expert economist, the Trust, with the consent of the TAC 

and Futures Representative, set the Initial Funds Received Ratio at 17.5%.  On September 11, 2013, 

the Funds Received Ratio was increased to 30.5%.  As initially described in the Trust’s Sixth Annual 

Report, the Funds Received Ratio was reviewed on February 19, 2016 and increased to 43.6%.  At 

the May 16, 2018 meeting, the Funds Received Ratio was reviewed and increased from 43.6% to 

51.8%. 

14. Maximum Annual Payment:  Section 2.4 of the TDP requires that the Trust calculate 

a maximum annual payment for claims (the “Maximum Annual Payment”) based upon a model of 

the amount of cash flow anticipated to be necessary over the entire life of the Trust to ensure that 

funds will be available to treat all present and future claimants as similarly as possible.    At the May 

16, 2018 meeting, the Maximum Annual Payment for 2018 was set at $69,100,000 and the rolled 

over amount was reset to zero. At the November 15, 2018 meeting, the Maximum Annual Payment 

for 2019 was set at $31,814,489, plus the amount of excess funds carried over as of December 31, 

2018. 

15. Inflation Adjustment:  Section 5.3(d) of the TDP requires that all claim payments be 

adjusted for inflation annually beginning with the calendar year after the Effective Date of the Trust.  

Beginning in 2011, all claim payments made during a calendar year include a cost of living 

adjustment based upon the Federal Bureau of Labor Statistics' Consumer Price Index for Urban 

Wage Earners and Clerical Workers (CPI-W) announced in January each year.  At the November 

15, 2018, meeting, the CPI-W to be published in January 2019 was approved for use by the Trust 

in making the cost of living adjustment for claim payments made in 2019.  The CPI-W of 1.8% was 

issued on January 11, 2019 and all inflation adjustments are cumulative.  Consequently, all claim 

payments made during the 2019 calendar year will have a cumulative inflation rate of 15.78% added 

to the payment amount. 

The Trust began indexing Economic, Medical Loss, and assumed Future Medical Loss and 

Funeral Expenses Base Case Values in 2018. The Economic Base Case is set at $231,553.  The 
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Medical Loss Base Case is set at $246,994.  The Assumed Future Medical Loss and Funeral 

Expenses is set at $92,626. 

16. Budget and Cash Flow Projections:  Section 2.2(d) of the Trust Agreement requires 

the Trust to prepare a budget and cash flow projections prior to the commencement of each fiscal 

year covering such fiscal year and the succeeding four fiscal years.  The Trustees approved the 2019 

budget and the required four-year budget and cash flow projections on November 15, 2018.  

Pursuant to the Trust Agreement, the 2019 budget was provided to the TAC and Futures 

Representative.   

17. Trust Facilities and Services Sharing Agreement with Western Asbestos Settlement 

Trust:  As initially described in the Trust's First Annual Report, the Trust and Western Asbestos 

Settlement Trust ("Western Trust") entered into a Trust Facilities and Services Sharing Agreement.  

The Trust agreed to pay a negotiated monthly amount.  Such arrangement was approved by this 

Court in the order approving the Trust's First Annual Report.  As described in the Trust’s Eighth 

Annual Report, pursuant to the annual reconciliation of fees presented on February 22, 2018, the 

Trust and the Western Trust agreed that the advance payments would be $38,000 per month for 

2018.  Pursuant to the annual reconciliation of fees presented on February 22, 2019, the Trust and 

the Western Trust agreed that the advance payments shall be $40,000 per month for 2019.  The total 

amount paid by the Trust to the Western Trust, after accounts were reconciled for 2018, was 

$454,050.  

18. Settlement Fund:  The Settlement Fund was established at Wells Fargo Bank, N.A. to 

pay valid claims. 

19. Operating Fund:  The Operating Fund was established at Wells Fargo Bank, N.A., to 

pay anticipated operating expenses of the Trust.  In February 2019, Wells Fargo Bank experienced 

a server disruption that affected certain areas of the United States.  Although it did not impact the 

Trust or its ability to access funds, the Trustees determined that it was prudent to place funds with 

another financial institution to ensure that funds for short-term operating costs would be available 

in the event of future disruption. The Trust deposited $250,000 with Sierra Pacific Federal Credit 

Union in Reno, NV. 
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20. Indemnity Fund (Self-Insured Retention):  Section 4.6 of the Trust Agreement 

provides that the Trust shall indemnify the Trustees, the Trust's officers and employees, the Futures 

Representative, the TAC and each of their respective agents.  The Trustees, the Futures 

Representative, the TAC and their respective agents have a first priority lien upon the Trust's assets 

to secure the payment of any amounts payable to them pursuant to Section 4.6 of the Trust 

Agreement. 

In addition to the first priority lien on all the Trust’s assets, in November of 2010, the Trust 

established an indemnity fund in the amount of $5,000,000 as initially described in the Trust's 

First Annual Report, and at the September 11, 2013 meeting, an increase in the amount of the fund 

to $25,000,000 was approved as initially described in the Trust’s Fourth Annual Report.  All 

interest earned by the fund is returned to the Trust quarterly.  During the Accounting Period, no 

claims were made against and no payments were made from this fund.   

 In November 2018, the Indemnity Agreement was amended to state that in the event that the 

Trust purchases insurance indemnifying and defending the Indemnified Parties, then payment of 

any Indemnified Expenses shall be made primarily and first from the Insurance Proceeds and then 

from the Indemnity Fund or other assets of the Trust. If the Indemnity Fund or other assets are 

used to pay or fund such expenses prior to payment by the Insurance Proceeds, then such expenses 

shall be reimbursed to the Indemnity Fund or other assets from the Insurance Proceeds. The 

Indemnity Agreement was also amended to reflect that the Insurance Premiums and Deductibles 

on the insurance policies may be paid from the Indemnity Fund or other assets of the Trust. The 

Trust purchased a Directors and Officers/Errors and Omissions policy in 2018 and a Directors and 

Officers/Errors and Omissions Excess DIC policy in 2019.  

 21.  Settlement Fund Control Account and Control Agreements:   

  In November 2018, a Security Agreement was entered into between the Trust and 

the Trustees, Futures Representative and the TAC granting a security interest in all of the Trust’s 

personal property and assets to secure the Trust’s indemnity and defense of the Trustees, Futures 

Representative, TAC, employees, agents, predecessors, and successors against claims and 

liabilities incurred in the performance of their duties as specified in the Trust Agreement. A UCC-
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1 Financing Statement was filed in Nevada to perfect the security interest. In addition, a Control 

Agreement was entered into between the parties and Wells Fargo to perfect the security interest in 

the assets maintained at Wells Fargo, including the Indemnity Fund, accounts, deposits, securities, 

financial assets, investment property and security entitlements, among other things.   

 22.  Executive Staff Update: 

 The Executive Director of the Trust, Sara Beth Brown, was hired in July of 2013, and has 

served in that capacity since that time for this Trust and the other Trusts which share facilities with 

this Trust.   She has properly notified the Trustees that she will retire effective May 4, 2019. Laura 

Paul, currently the Claims Manager, has been appointed Acting Executive director upon the event 

of Sara Beth Brown’s retirement. 

 23. Legal Disputes:  As initially described in the Trust’s Fifth Annual Report, on 

January 23, 2014, the Trustees entered into an agreement with the Mandelbrot Law Firm and its 

principal, Michael J. Mandelbrot (herein “Mandelbrot”), requiring that Mandelbrot transfer all 

pending claims to other counsel and immediately cease further claims-filing activity with the 

Trust.  This agreement was made on the record during the bench trial of this Trust’s and the JT. 

Thorpe Settlement Trust’s adversary proceedings against Mandelbrot.  The terms of the agreement 

and settlement were read in to the record and agreed to by all parties, including Mandelbrot. 

 After making the stipulation, however, Mandelbrot substituted his trial counsel and 

Mandelbrot disavowed the agreement and unsuccessfully challenged its validity.  After further 

hearings, Judge Bluebond entered judgment reaffirming the validity and enforceability of the 

agreement (the “Judgment and Order”).  

 On May 27, 2014, this Court heard and denied Mandelbrot’s motion to stay enforcement of 

the Judgment and Order.  Thereafter, in early June 2014, Mandelbrot appealed the Judgment and 

Order and filed a motion to stay enforcement of the Judgment and Order pending appeal before the 

Honorable Virginia A. Phillips (“Judge Phillips”) of the United States District Court for the Central 

District of California.  Judge Phillips denied Mandelbrot’s motion to stay enforcement. 

 Thereafter, Mandelbrot filed a District Court brief.  On September 3, 2015, Judge Phillips 

affirmed the Bankruptcy Court’s Judgment and Order.  On September 17, 2015, Mandelbrot filed a 

Case 2:07-bk-20016-BB    Doc 150    Filed 04/29/19    Entered 04/29/19 18:11:46    Desc
 Main Document      Page 11 of 115



 

        12 
 

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

notice of appeal with the United States Court of Appeals for the Ninth Circuit.  Oral arguments were 

heard on February 17, 2017 and on September 14, 2017, the Ninth Circuit vacated the District 

Court’s affirmance and remanded the case to the District Court for further fact-finding and/or 

briefing on two issues:  (i) whether federal law overrides the California statutes because this is a 

524(g) trust and (ii) what impact, if any, the case of Golden v. California Emergency Physicians 

Medical Group, 782 F. 3d 1083 (9th Cir. 2015) (“Golden”) has in this matter. 

 On November 6, 2017, the Trust made a Request for Remand of Appeal to Bankruptcy Court 

following the Ninth Circuit Appeal; Mandelbrot opposed the Request for Remand of Appeal on 

November 7, 2017.  The District Court remanded this matter to the Bankruptcy Court on November 

15, 2017.  A hearing was held on February 8, 2018 and based upon the briefs submitted and oral 

argument presented, Judge Bluebond issued a Supplemental Findings of Fact and Conclusions of 

Law on Remand. 

 In sum, Judge Bluebond held that the settlement and the claim-filing prohibition were valid 

and enforceable as to all four Trusts under California law, including specifically § 16600 and, to the 

extent at all applicable, Rule 1-500, because the settlement was reasonable and did not operate as a 

restraint of a substantial character on Mandelbrot’s practice. 

 Mandelbrot filed his notice of appeal on February 20, 2018 and shortly thereafter approached 

counsel for the Trusts regarding a dismissal of the appeal.  A Joint Stipulation regarding Dismissing 

the Appeal was filed and on May 10, 2018, Chief Judge Virginia Phillips of the USDC, Central 

District of California, signed the order Granting Joint Stipulation Dismissing Appeal.  The litigation 

with Mr. Mandelbrot and the Mandelbrot Law Firm has been fully and finally resolved. 

 Post dismissal, Mr. Mandelbrot continued to file pleadings and documents in the JT Thorpe 

and Thorpe Insulation Settlement Trusts’ bankruptcies.  The Trusts served and filed a “Motion of 

JT Thorpe and Thorpe Insulation Company Asbestos Settlement Trust for Entry of an Order Striking 

Dockets 1804, 1806 and 1808 and Granting Related Relief” on November 7, 2018.  Mr. Mandelbrot 

filed the Mandelbrot Law Firm and Trust Beneficiaries “Opposition to Order Striking Dockets 1804, 

1806 and 1808 and Granting Related Relief.”  A hearing was held on November 28, 2018.  Prior to 

the hearing, the Court issues a tentative ruling, which the Court read into the record at the hearing.  
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The Court also heard oral argument from counsel for the Trusts and Mr. Mandelbrot.  On December 

13, 2018, Judge Bluebond issued an order which struck certain docket entries from the record and 

classified certain docket entries as “private.”  Mr. Mandelbrot was ordered, as a person and as a firm 

that he shall not represent that he is counsel to or otherwise represents claimants or beneficiaries in 

connection with the JT Thorpe and Thorpe Insulation Trusts.  In the Order, Judge Bluebond stated 

that she would prepare and submit to the State Bar of California a judicial discipline referral form 

concerning the conduct of Michael Mandelbrot in connection with the JT Thorpe Inc. and Thorpe 

Insulation Company Cases.  On January 3, 2019, Judge Bluebond submitted a Discipline Referral 

Form with Appendix regarding Mr. Mandelbrot to the California State Bar. 

As a result of the January 23, 2014 stipulation, and consistent with its terms, the Trust does 

not accept claims from Mandelbrot and all claims previously submitted by Mandelbrot were 

transferred to new counsel.  The Trust advised claims filers that Mandelbrot is not permitted to file 

claims with the Trust and on March 6, 2015, posted such a notification on its Web site.  The Trust 

has been informed that Mandelbrot’s Web site has continued to include the Trust in lists of asbestos 

trusts with which Mandelbrot files claims, despite the Judgment and Order precluding Mandelbrot 

from filing claims with the Trust.  Under the circumstances, the Trust continues to monitor 

compliance with the Judgment and Order. 

In addition, Mr. Mandelbrot continues to publish allegations of Trust fiduciary misconduct 

similar to those adjudicated before the U.S. Bankruptcy Court for the Central District of California 

and to post allegations against Trust personnel regarding fraud, corruption, bias and preferential 

treatment on his blog.  The Trust previously investigated these accusations through outside counsel, 

who reached the same conclusion as had been reached by the Trust in years past -- that the 

allegations are meritless. 

24. Claim against Manville Personal Injury Trust:  As initially described in the Trust’s 

Fifth Annual Report, the Trust filed claims in November of 2014 with the Manville Personal Injury 

Trust (“Manville Trust”).  The Trust alleges it has the right to pursue Thorpe Distributor Indemnity 

claims against the Manville Trust for asbestos related losses the Trust sustained in cases which have 

been finally resolved by settlement, judgment or otherwise.  The Trust filed additional claims with 
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the Manville Trust in September of 2017.  On October 30, 2017, the Manville Trust filed an 

adversary proceeding in the U.S. Bankruptcy Court for the Southern District of New York, which 

has jurisdiction over the Manville Trust, seeking declaratory relief absolving the Manville Trust for 

liability to the Trust.  On February 9, 2018, the Trust filed its Answer and Counterclaim seeking 

Declaratory Relief in its favor and damages for breach of contract.  Cross motions for dispositive 

rulings were briefed and argued in 2018.   On March 28, 2019, the Court issued is ruling granting 

partial summary judgment for plaintiff Johns-Manville and denying Thorpe Insulation Settlement 

Trust’s Motion for Summary Judgment.  Counsel for the Trust is reviewing its options with its 

counsel. 

25. Amendments to the Trust Documents:  Amendment to Section 4.6 (g) of the Trust 

Agreement were approved on April 19, 2019.  A true and correct copy of the Twelfth Amendment 

to and Complete Restatement of Thorpe Insulation Company Asbestos Settlement Trust Agreement 

is attached hereto as Exhibit “C”.  Amendment to Section 6.2 (j) of the Trust Distribution Procedures 

were approved on February 22, 2019. A true and correct copy of the Fifth Amendment to and 

Complete Restatement of Thorpe Insulation Company Asbestos Personal Injury Settlement Trust 

Distribution Procedures is attached hereto as Exhibit “D” 

26. Notifications to Beneficiaries:  During the Accounting Period and, additionally, from 

January 1, 2019 to and including April 19, 2019, the following notifications were placed on the 

Trust’s Web site: 

a. Notice of hearing on the Trust’s Eighth Annual Report and Accounting (posted 

April 27, 2018);  

b. Notice of Reminder of Policy Regarding Claims in Certain Statuses (posted 

May 15, 2018); 

c. Notice of Update to 1/31/14 and 4/16/14 Notices to Beneficiaries and potential 

Beneficiaries of the JT Thorpe Settlement Trust, Thorpe Insulation Settlement Trust, Western 

Asbestos Settlement Trust and Plant Asbestos Settlement Trust (posted June 5, 2018);  

d. Notice of Funds Received Ratio Increase (posted June 6, 2018); 

e. Notice of 2019 Indexed Base Case Values for Economic and Medical Loss 
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(posted April 16, 2019); and 

f.  Notice of modification to the Trust Distribution Procedures (posted April 16, 

2019).   . 

27. Filing Fee:  Pursuant to Section 6.4 of the TDP, the filing fee was reviewed at the 

September 13, 2018 meeting and there were no recommended changes to the existing $250.00 fee 

during the Accounting Period or as of the date hereof.   

28. Trustees' Compensation:  Section 4.5(c) of the Trust Agreement requires the Trust to 

report the amounts paid to the Trustees for compensation and expenses.  During the Accounting 

Period, the Trustees each received per annum compensation in the amount of $41,988 paid in 

quarterly installments.  The total paid to all Trustees for hourly compensation and for reimbursement 

of expenses was $124,539 and $1,465, respectively. 

29. Significant Vendors:  Although the Trust has many vendors, those who were paid 

more than $100,000 during the Accounting Period are listed alphabetically below: 

a. Aon Risk Insurance Services, West, Inc.:  D&O/E&O insurance; 

b. BlackRock Financial Management:  One of eight investment managers for the 

Trust described in paragraph 30, infra; 

c. Eagle Capital Management:  One of eight investment managers for the Trust 

described in paragraph 30, infra; 

d. Fergus, a Law Office:  Counsel to the Trust;  

e. Harding Loevner, LP:  One of eight investment managers for the Trust 

described in paragraph 30, infra; 

f. Klee, Tuchin, Bogdanoff & Stern LLP:  Counsel to the Trust; 

g. Mellon Investments Corporation:  One of eight investment managers for the 

Trust described in paragraph 30, infra; 

h. Schiff Hardin LLP:  Law firm that acts as outside general counsel for the Trust 

and assists with various legal matters as requested by the Trust; 

i. Segall Bryant & Hamill:  One of eight investment managers for the Trust 

described in paragraph 30, infra; 
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j. Silvercrest Asset Management Group LLC:  One of eight investment 

managers for the Trust described in paragraph 30, infra; 

k. Western Asbestos Settlement Trust for shared services pursuant to the Trust 

Facilities and Services Sharing Agreement, as described in paragraph 17, supra; and 

l. Westwood Management Corporation:  One of eight investment managers for 

the Trust described in paragraph 30, infra. 

30. Trust Investment Management:  Article 3 of the Trust Agreement authorizes the Trust 

to administer the investment of funds in the manner in which individuals of ordinary prudence, 

discretion and judgment would act in the management of their own affairs, subject to certain 

limitations.  The Trust closely monitors any market volatility with its investment advisors and 

continues to be in compliance with its Investment Policy Statement.  Callan LLC continued to assist 

the Trust during the Accounting Period as its investment consultant.  BlackRock Financial 

Management, Inc., Eagle Capital Management, LLC, Harding Loevner, LP, Segall Bryant & 

Hamill, Silvercrest Asset Management Group, Mellon Investments Corporation (formerly Standish 

Mellon Asset Management Company), State Street Global Advisors, and Westwood Management 

Corporation have continued to act as investment managers to the Trust. 

The Trust’s Investment Policy Statement was amended on November 15, 2018.  A copy of 

the November 2018 Investment Policy Statement is attached hereto as Exhibit “F”.  At the March 

22, 2019 Trustees’ meeting, it was agreed upon that the Trust would discontinue the services of 

Westwood Holdings Group, Inc.   

*** 

 The Trustees submit that the Annual Report and attached exhibits demonstrate that the Trust 

acted prudently and expeditiously in executing its legal obligations during the Accounting Period 

and up to and including the date hereof.  The Trust conscientiously worked to execute equitable 

claims procedures and process Trust Claims with due diligence during the Accounting Period and 

up to and including the date hereof.  Moreover, the Trust worked with its accountants and financial 

advisors to preserve and grow Trust assets in order to fulfill the purpose of the Trust – paying valid 
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asbestos claims.  In so doing, the Trust carefully complied with all Plan Documents and the 

mandates of this Court. 
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This form is mandatory.  It has been approved for use by the United States Bankruptcy Court for the Central District of California. 

June 2012                                                                                                          F 9013-3.1.PROOF.SERVICE
 

 
PROOF OF SERVICE OF DOCUMENT 

 
I am over the age of 18 and not a party to this bankruptcy case or adversary proceeding.  My business 
address is 10250 Constellation Boulevard, Suite 1700, Los Angeles, CA 90067. 
 
A true and correct copy of the foregoing document NINTH ANNUAL REPORT AND ACCOUNTING, 
AUDITED FINANCIAL STATEMENTS, AND CLAIM REPORT will be served or was served (a) on the 
judge in chambers in the form and manner required by LBR 5005-2(d); and (b) in the manner stated 
below: 
 
1.  TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF):  Pursuant to 
controlling General Orders and LBR, the foregoing document will be served by the court via NEF and 
hyperlink to the document. On April 29, 2019 I checked the CM/ECF docket for this bankruptcy case or 
adversary proceeding and determined that the following persons are on the Electronic Mail Notice List to 
receive NEF transmission at the email addresses stated below: 
 

• Lawrence Bass - SUSPENDED -     lbass@faegre.com 
• Peter J Benvenutti     pbenvenutti@kellerbenvenutti.com, pjbenven74@yahoo.com 
• Steven H Bergman     sbergman@omm.com 
• Brad Berish     bberish@ag-ltd.com 
• Jaclyn A Blankenship     jblankenship@omm.com 
• Christopher Celentino     chris.celentino@dinsmore.com, 

caron.burke@dinsmore.com;SDCMLFiles@DINSMORE.COM 
• Janet L Chubb     lbubala@kcnvlaw.com, cbyrne@kcnvlaw.com 
• Louis J Cisz     lcisz@nixonpeabody.com, jzic@nixonpeabody.com 
• Michaeline H Correa     mcorrea@hopkinscarley.com, cknode@hopkinscarley.com 
• Leslie Epley Davis     ldavis@crowell.com 
• Richard W Esterkin     richard.esterkin@morganlewis.com 
• Gary S Fergus     gfergus@ferguslegal.com 
• Gary S Fergus     gfergus@ferguslegal.com 
• Matthew S Foy     mfoy@gordonrees.com 
• Gabriel I Glazer     gglazer@pszjlaw.com 
• Carl Grumer     cgrumer@manatt.com, mchung@manatt.com;fstephenson@manatt.com 
• Adam C Hackett     ahackett@fwhb.com, maparicio@fwhb.com 
• Geoffrey A Heaton     gheaton@duanemorris.com 
• Matthew Heyn     mheyn@ktbslaw.com, mcheyn@outlook.com 
• Harry D. Hochman     hhochman@pszjlaw.com, hhochman@pszjlaw.com 
• Leslie R Horowitz     lhorowitz@clarktrev.com, caguilar@clarktrev.com 
• Bradford G Hughes     bhughes@Clarkhill.com, mdelosreyes@clarkhill.com 
• James KT Hunter     jhunter@pszjlaw.com 
• Stephen E Hyam     shyam@clarktrev.com 
• Eve H Karasik     ehk@lnbyb.com 
• John A Lapinski     jlapinski@clarktrev.com, caguilar@clarktrev.com 
• Kenneth G Lau     kenneth.g.lau@usdoj.gov 
• Katherine Lien     katie.lien@sbcglobal.net, katielien@gmail.com 
• Michael J Mandelbrot     mandelbrot@asbestoslegalcenter.org, mjmandelbrot@yahoo.com 
• Craig G Margulies     Craig@MarguliesFaithlaw.com, 

Victoria@MarguliesFaithlaw.com;David@MarguliesFaithLaw.com;Helen@MarguliesFaithlaw.co
m 

• Scotta E McFarland     smcfarland@pszjlaw.com, smcfarland@pszjlaw.com 
• David W. Meadows     david@davidwmeadowslaw.com 
• James S Monroe     jim@monroe-law.com 
• Scott H Olson     solson@vedderprice.com, 

jcano@vedderprice.com,jparker@vedderprice.com;scott-olson-
2161@ecf.pacerpro.com,ecfsfdocket@vedderprice.com 

• Lawrence Peitzman     larryapeitzman@gmail.com 
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This form is mandatory.  It has been approved for use by the United States Bankruptcy Court for the Central District of California. 
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• Danielle A Pham     dpham@gordonsilver.com 
• Mark D Plevin     mplevin@crowell.com, cromo@crowell.com 
• Courtney E Pozmantier     cpozmantier@greenbergglusker.com, 

kwoodson@greenbergglusker.com;jking@greenbergglusker.com;calendar@greenbergglusker.c
om 

• Marcy Railsback     marcy@bovinorailsback.com, marcyrailsback@hotmail.com 
• Richard F Rescho     kjauyoung@yahoo.com 
• Jeremy V Richards     jrichards@pszjlaw.com, bdassa@pszjlaw.com;imorris@pszjlaw.com 
• Karen Rinehart     krinehart@omm.com 
• Jason E Rios     jrios@ffwplaw.com, scisneros@ffwplaw.com 
• Nathan Q Rugg     Nathan.Rugg@bfkn.com 
• John P Sande     jps@jonesvargas.com 
• Abby Schwartz     aschwartz@omm.com 
• Melanie Scott     melanie.scott@usdoj.gov 
• Janet A Shapiro     jshapiro@shapirolawfirm.com 
• Matthew J. Shier     mshier@shierkatz.com, mterry@shierkatz.com 
• Claire E Shin     cshin@greenbergglusker.com, 

jking@greenbergglusker.com;kwoodson@greenbergglusker.com;calendar@greenbergglusker.c
om 

• United States Trustee (LA)     ustpregion16.la.ecf@usdoj.gov 
• Edward D Vaisbort     vaisbort@litchfieldcavo.com, 

kim@litchfieldcavo.com;sanguinetti@litchfieldcavo.com;mason@litchfieldcavo.com 
• Phillip K Wang     pwang@duanemorris.com, david.kline@rimonlaw.com 
• Phillip K Wang     phillip.wang@rimonlaw.com, david.kline@rimonlaw.com 
• Charles E Wheeler     cwheeler@cozen.com, sroy@cozen.com 
• Kimberly S Winick     kwinick@clarktrev.com, caguilar@clarktrev.com 
• David M Wiseblood - SUSPENDED -     dwiseblood@wisebloodlaw.com, 

dmwadmin@wisebloodlaw.com 
• Martin S Zohn     mzohn@proskauer.com 

 
2.  SERVED BY UNITED STATES MAIL: On April 29, 2019 I served the following persons and/or 
entities at the last known addresses in this bankruptcy case or adversary proceeding by placing a true 
and correct copy thereof in a sealed envelope in the United States mail, first class, postage prepaid, and 
addressed as follows. Listing the judge here constitutes a declaration that mailing to the judge will be 
completed no later than 24 hours after the document is filed. 
 

        Service information continued on attached page 
 
3.  SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR 
EMAIL (state method for each person or entity served):  Pursuant to F.R.Civ.P. 5 and/or controlling LBR, 
on April 29, 2019 I served the following persons and/or entities by personal delivery, overnight mail 
service, or (for those who consented in writing to such service method), by facsimile transmission and/or 
email as follows.  Listing the judge here constitutes a declaration that personal delivery on, or overnight 
mail to, the judge will be completed no later than 24 hours after the document is filed. 
 
Served via Attorney Service 
The Honorable Sheri Bluebond 
United States Bankruptcy Court 
Edward R. Roybal Federal Building and Courthouse 
255 E. Temple Street, Suite 1534 / Courtroom 1539 
Los Angeles, CA 90012 
 
I declare under penalty of perjury under the laws of the United States of America that the foregoing is 
true and correct. 
 
April 29, 2019                   Lisa Masse  /s/ Lisa Masse 
Date                                  Type Name  Signature 
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Russell Clementson 
Office of the United States Trustee 
915 Wilshire Boulevard, Suite 1850 
Los Angeles, CA  90017 

 Robert W. Fults 
Chief Executive Officer 
Thorpe Insulation Company 
5608 Bayshore Walk 
Long Beach, CA  90803 

Alan Brayton 
Brayton Purcell 
222 Rush Landing Road 
Novato, CA  94945 

David F. Levi 
Futures Representative 
Duke Law School 
Box 90362 
Durham, North Carolina 27708-0362 

Sander Esserman, Counsel for  
Futures Representative David F. Levi 
Stutzman Bromberg Esserman & Plifka 
2323 Bryan Street, Suite 2200 
Dallas, Texas 75201-2689 
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