
IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 
In re: )  Chapter 11 
 ) 
Combustion Engineering, Inc., )  Case No. 03-10495 (JKF) 
 ) 
 Debtor. ) 

 
 

AMENDED ANNUAL REPORT, FINANCIAL STATEMENTS AND RESULTS OF 
OPERATIONS OF THE COMBUSTION ENGINEERING 524(g) ASBESTOS PI TRUST  

FOR FISCAL YEAR ENDED DECEMBER 31, 2010 
 

 The Honorable Ken Kawaichi, Ret., Ellen S. Pryor and the Honorable Richard Neville, 

Ret., Trustees of the Combustion Engineering 524(g) Asbestos PI Trust (the “Trust”), created 

pursuant to Combustion Engineering, Inc.’s Plan of Reorganization, as Modified through 

October 7, 2005 (the “Plan”), submit this Annual Report, Financial Statements and Results of 

Operations of the Combustion Engineering 524(g) Asbestos PI Trust for Fiscal Year Ended 

December 31, 2010. 

I. General 

 Combustion Engineering, Inc. (“Combustion Engineering”) filed a voluntary petition for 

relief under Chapter 11, title 11 of the United States Code (the “Bankruptcy Code”) on February 

17, 2003.  The United States Bankruptcy Court for the District of Delaware entered the Order 

Confirming (and Recommending Affirmance by the U.S. District Court) Debtor’s Plan of 

Reorganization as Modified Through October 7, 2005 and Setting Bar Dates to File Certain 

Claims in Paragraphs 50, 51, 52, 53 and 73 on December 19, 2005 (the “Confirmation Order”).  

On March 1, 2006, the United States District Court for the District of Delaware entered its order 

affirming the Confirmation Order and Issuing Injunctions.  The Effective Date of the Plan 

occurred on April 21, 2006.  Pursuant to the Plan, Steven Kazan, Russell W. Budd, Brent Coon, 
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John D. Cooney and Matthew P. Bergman are the members of the Trust Advisory Committee 

(“TAC”) and David T. Austern is the Future Claimants’ Representative (“FCR”). 

 The Combustion Engineering 524(g) Asbestos PI Trust Agreement (“Trust Agreement”) 

and the Combustion Engineering 524(g) Asbestos PI Trust Bylaws (the “Bylaws”) require that 

the Trust hold at least four annual regular meetings with the TAC and the FCR.  In 2010, the 

Trust held regular meetings on February 3, 2010, June 23, 2010, September 15, 2010, and 

November 17, 2010.   

 The Trustees generally held weekly Trustees’ meetings throughout the year, usually by 

telephone. 

 Effective September 10, 2009, the Trustees named Hon. Richard Neville, Ret. Managing 

Trustee for a one year term.  Effective September 10, 2010, the Trustees named Hon. Ken 

Kawaichi, Ret. Managing Trustee for a one year term. 

 The principal office of the Trust is located at 1105 North Market Street, Suite 1300, P.O. 

Box 8985, Wilmington, Delaware 19899.  The Trust’s administrative office is located at 400 N. 

Saint Paul Street, Suite 600, Dallas, Texas 75201. 

 In 2010, the Trust entered and/or continued service agreements with: Stutzman, 

Bromberg, Esserman & Plifka, a Professional Corporation (general counsel); Lain Faulkner & 

Co. P.C. (accountant and administrator); Verus Claims Services LLC (TDP Claims processing 

facility and claims administrator); Gilbert LLP (insurance counsel); Argy, Wiltse & Robinson, 

P.C. (auditor); Wilshire Associates (financial consultant); State Street Bank & Trust (custodian); 

AllianceBernstein LP (money manager); Northern Trust Investments, N.A. (money manager); 

Standish Mellon Asset Management Company LLC (money manager); State Street Global 

Advisors (money manager); Vanguard Investments (money manager); Legal Analysis Systems 
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(claims forecasting); and AON Risk Services Central, Inc. (insurance agent).  The Trust retained 

local counsel as needed.  In addition, the Trust continued consulting agreements with individuals 

who had been employed with Connecticut Valley Claim Service Company, Inc.  Connecticut 

Valley Claim Service Company had been the Trust’s claims administrator from the Trust’s 

inception through 2007. 

 The Trust maintained liability insurance for the Trustees, the members of the TAC and 

the FCR.  

II. Asbestos PI Claims 

 The Combustion Engineering 524(g) Asbestos PI Trust First Amended and Restated 

Asbestos PI Trust Distribution Procedures (effective September 16, 2009) (the “TDP”), the 

Combustion Engineering 524(g) Asbestos PI Trust Revised and Restated Procedures for 

Reviewing and Liquidating TDP Claims, the Combustion Engineering 524(g) Asbestos PI Trust 

Claim Forms, the Combustion Engineering 524(g) Asbestos PI Trust Releases and other claims-

related forms and instructions are available at www.cetrust.org.   

 In May 2010, the Trust published a revised approved list of land-based Combustion 

Engineering boilers containing asbestos for use by claimants filing claims with the Trust.  The 

revised list and notice regarding the revised list are posted on the Claims Information page of the 

Trust’s website at www.cetrust.org. 

A. Payment Percentage, Maximum Annual Payment and Claims Payment Ratio 

 The Payment Percentage for 2010 was 48.33%, which was the Initial Payment Percentage 

adopted in 2006.   

 The Maximum Annual Payment for 2010 was $75,000,000.   



 
 4 

 Under the TDP, Claims Payment Ratios are 87% for Category A Claims (malignancy 

claims and severe asbestosis) and 13% for Category B Claims (other non-malignancy claims).   

 The Maximum Annual Payment and Claims Payment Ratios were applied as follows: 

 From 2009, the Trust carried $67,021,974 into 2010 for payment on Category A Claims 

and $2,801,002 for payment on Category B Claims.   

 For 2010, 87% of the Maximum Annual Payment of $75,000,000 was allocated to 

Category A Claims and 13% was allocated to Category B Claims, with payments as follows: 

  Category A Claims  87% =  $ 65,250,000 

          Carryover from 2009 =  $ 67,021,974 

         Total for 2010 =  $132,271,974 

         Paid in 2010 (net of refunds) = $ 72,243,727 

                             Carryover into 2011 =  $ 60,028,247 

  Category B Claims  13% =  $  9,750,000 

          Carryover from 2009 =  $  2,801,002 

          Total for 2010 =  $ 12,551,002 

          Paid in 2010 (net of refunds) = $  5,449,760 

                               Carryover into 2011 =  $  7,101,242 

 All liquidated Category A Claims and Category B Claims in the Payment Queue as 

defined in the TDP in 2010 were paid by the Trust.   

 B. Claims Statistics for the Fiscal Year Ending December 31, 2010 

 The Trust received 109,893 claims in 2010.  The Trust liquidated and paid 6,594 claims 

for a total of $77,693,486.42.  Below is further detail with respect to the claims received and paid 

by the Trust in 2010.   
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 Total claims received in 2010:  
   
 Total Category A Claims received in 2010 =  28,699  

  Category A Claims submitted for Expedited Review 21,419 

  Category A Claims submitted for Individual Review 7,280 

 Total Category B Claims received in 2010 =  81,194 

  Category B Claims submitted for Expedited Review 76,975 

  Category B Claims submitted for Individual Review 4,219 

 Total claims received in 2010 =   109,893 

 
 Total claims paid in 2010: 
 
 Total Category A Claims paid in 2010 =  2,231  

  Category A Claims paid pursuant to Expedited Review 1,246 

  Category A Claims paid pursuant to Individual Review    985 

 Total Category B Claims paid in 2010 =  4,363 

  Category B Claims paid pursuant to Expedited Review 4,089 

  Category B Claims paid pursuant to Individual Review    274 

 Total claims paid in 2010 =   6,594 

 
 The Trust did not approve 189,971 claims, including rejected claims, claims with un-

cured deficiencies, and withdrawn and deferred claims, inclusive of claims filed in preceding 

years.  The number of claims in the FIFO Processing Queue (as that term is defined in the TDP) 

on December 31, 2010, totaled 18,359, of which 5,614 are Category A Claims and 12,745 are 

Category B Claims. 
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III.   Compensation and Expenses of Trustees 

 Under Section 5.5 (c) of the Trust Agreement, the Trust reports to the Court the amount 

of compensation and expenses paid to the Trustees.  The Trustees have received compensation 

and reimbursement for out-of-pocket costs and expenses during the fiscal year ending December 

31, 2010, as follows: 

Trustee  Compensation Expense Reimbursement  

Honorable Ken Kawaichi, Ret. $197,265.50   $9,967.60 
 
Ellen S. Pryor    $147,941.00   $9,576.84 
 
Honorable Richard Neville, Ret. $221,904.55   $7,562.72 
 
Delaware Trustee $2,500.00  $0 

IV.  Plan Reserve Blocked Account 

 Under the Excess Funds Agreement entered as of April 20, 2006, by and among the 

Trust, Combustion Engineering, Inc., ABB Inc. and ABB Holdings Inc., a Plan Reserve Blocked 

Account was established and funded to pay certain administrative expenses of the Combustion 

Engineering Chapter 11 case and certain unsecured creditor claims filed against the Combustion 

Engineering bankruptcy estate, all if and as allowed by the Bankruptcy Court.  To the extent that 

funds remain in the Plan Reserve Blocked Account after the payment of the allowed 

administrative expenses and unsecured claims, the funds become the property of the Trust 

pursuant to the Plan.  If the allowed administrative expenses and unsecured claims exceed the 

amount of the funds in the Plan Reserve Blocked Account, the Trust has no liability for the 

payment of the remaining portion of the allowed administrative expenses and unsecured claims.  

Under the Plan, the Trust has the right to object to and litigate the validity and allowance of 

administrative expenses and unsecured claims.  The only liability the Trust has for the payment 
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of the allowed administrative expenses and unsecured claims beyond the Trust’s interest in the 

Plan Reserve Blocked Account is the cost of litigating any objections.  By agreement with 

Combustion Engineering, Inc. entered on November 6, 2006, one half of certain legal fees 

incurred and accrued by Combustion Engineering, Inc. after April 21, 2006 will be paid from the 

Plan Reserve Blocked Account. 

 In 2010, pursuant to the Excess Funds Agreement, Combustion Engineering, Inc. 

provided the Trust with monthly reports of the status of the Plan Reserve Blocked Account.  

Pursuant to the January 2011 report, Combustion Engineering, Inc. informed the Trust that, as of 

December 31, 2010, the balance of the Plan Reserve Blocked Account totaled approximately 

$11,300,000.  The balance of the Plan Reserve Blocked Account as of December 31, 2010 was 

unchanged from the balance reported as of December 31, 2009. 

V. Financial Statements 

 A copy of the Trust’s audited financial statements for the year ending December 31, 

2010, is attached here as Exhibit “A.”  The attached financial statements include supplemental 

schedules with the Trust’s operating expenses and income taxes for the years ended December 

31, 2010 and 2009.   

VI. Certification 

 The Trustees certify that they have performed pursuant to and in compliance with the 

Plan, the Trust Agreement, the Bylaws, the TDP, the Confirmation Order and such other Plan 

Documents and Court orders pertaining to the operation of the Combustion Engineering 524(g) 

Asbestos PI Trust during the Fiscal Year ended December 31, 2010. 
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 This Certification may be signed in any number of counterparts, each of which shall 

constitute an original, but such counterparts shall together constitute one and the same 

Certification. 

TRUSTEES:          
 
  /s/ Ken M. Kawaichi     
HON. KEN M. KAWAICHI, RET.                   
 
  /s/ Ellen S. Pryor    
ELLEN S. PRYOR   
 
  /s/ Richard Neville    
HON. RICHARD NEVILLE, RET.   
 

    
 
Dated:  August 2, 2011 THE HOGAN FIRM 
 
 By:     /s/ Daniel K. Hogan  
   Daniel K. Hogan (DE Bar No. 2814) 
 
 1311 Delaware Avenue 
 Wilmington, Delaware 19806 
 Telephone:  (302) 656-7540 
 Facsimile:  (302) 656-7599 
 dkhogan@dkhogan.com 
 
 -and- 
 
 STUTZMAN, BROMBERG 
 ESSERMAN & PLIFKA 
 A Professional Corporation 
 Sander L. Esserman (Texas Bar No. 06671500) 
 Steven A. Felsenthal (Texas Bar No. 06889900) 
 2323 Bryan Street, Suite 2200 
 Dallas, Texas 85201-2689 
 Telephone:  (214) 969-4900 
 Facsimile:  (214) 969-4999 
 esserman@sbep-law.com 
 felsenthal@sbep-law.com 
 
 ATTORNEYS FOR THE COMBUSTION 

ENGINEERING 524(g) ASBESTOS PI TRUST 








































