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Aldrich Pump LLC ("Aldrich") and Murray Boiler LLC ("Murray"),? the debtors
(the "Debtors") in the above-captioned chapter 11 cases, file this brief (the "Pretrial Brief") in
support of their estimate of the Debtors' liability for current and future asbestos claims under the
tort system extrapolation method, as provided by the Order Commencing Phase I of the

Estimation Trial with Hearings Based on the Tort System Extrapolation Method and the Parties’

Expert Reports [Dkt. 3011] (the "Phase I Estimation Order"), and respectfully state as follows:

PRELIMINARY STATEMENT
The purpose of estimation is to allow the Court to provide its best estimate of the

Debtors' current and future asbestos liabilities. While the Debtors maintain that a "legal liability

estimation methodology is appropriate, as was determined in In re Garlock Sealing

Technologies, LLC, 504 B.R. 71 (Bankr. W.D.N.C. 2014), in this "Phase I Trial," the parties and

the Court have agreed that the Court will employ the tort system extrapolation method. The goal
is that by providing its best estimate of the Debtors' asbestos liabilities under that method, the
Court can aid the parties in negotiations over funding a trust to satisfy those liabilities and
ultimately confirm a plan.

At the Phase I Trial, the Debtors, the Future Claimants' Representative (the "FCR"), and
the Official Committee of Asbestos Personal Injury Claimants (the "ACC") all will present
expert testimony as to the net present value of what the Debtors would have paid to claimants in
the tort system had these bankruptcies not been filed and had the Debtors maintained the same
litigation strategy. Because asbestos litigation is a mature tort with a substantial history,

estimating what a defendant would pay in the tort system into the future has become a well-

2 The terms "Aldrich," "Murray," and "the Debtors" refer to the Debtors herein and their historical
predecessors, where appropriate.
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developed process. Thus, while different experts will always have some variance in their
methods and estimates, those correctly employing the basic, well-accepted methodology for tort
system extrapolation should reach similar results.

The Debtors' and the FCR's experts have reached similar estimates. The Debtors' expert
is Charles Mullin of Bates White, a nationally renowned expert in economics and econometrics
who has been qualified as an expert in valuing tort liabilities, in particular asbestos liabilities, by
numerous courts around the country. Employing accepted methodology, Dr. Mullin estimated a
range of $350 million to $615 million for mesothelioma claims on a net present value basis.®> Dr.
Mullin's best estimate is roughly in the middle of that range—from $460 million to $510
million—depending on the nominal discount rate the Court views as appropriate.

The FCR's expert is David McKnight of the Brattle Group, a finance and economics
expert who, like Dr. Mullin, has extensive experience in valuing personal injury liabilities and
has also been repeatedly qualified as an expert in that area. Utilizing a similar methodology and
parameters to Dr. Mullin, Mr. McKnight has derived an estimate for the Debtors' mesothelioma
claims of between $384 million and $624 million—a range well-aligned with Dr. Mullin's

estimate.*

Dr. Mullin's affirmative report estimated the Debtors' liability for current and future mesothelioma claims
and applied a "gross-up" for non-mesothelioma claims consistent with the percentage non-mesothelioma
claims historically have represented. See Corrected Expert Report of Charles H. Mullin, PhD (Sept. 15,
2025) (the "Mullin Rep.") 9 171-173 & Figs. 53-54. Pursuant to the Court's ruling at the July 23, 2026
hearing, the Phase I Trial will not address the gross-up. Because that determination was made after the
exchange of expert reports and expert depositions, for context the Debtors make certain references in this
Pretrial Brief to the experts' aggregate estimates of all claims. To that end, Dr. Mullin's forecast for all
current and future asbestos claims ranged from $425 million to $750 million. The Debtors have attached as
Exhibit A charts that convert scenarios addressed in Dr. Mullin's reports to reflect mesothelioma claims
only. For example, Dr. Mullin's $425 million to $750 million range for all claims converts to $350 million
to $615 million for mesothelioma claims only. See Ex. A, Figs. 29 & 32. The Debtors provided the
conversion charts to the ACC and FCR prior to this brief being filed.

Mr. McKnight initially offered point estimates for all current and future asbestos claims of $522 million
using a Nicholson model and $531 million using a Hazard model. See Expert Report of The Brattle Group
on Behalf of Future Claimants' Representative (Mar. 27, 2026) (the "Brattle Reb. Rep.") q 12. Using
parameters similar to Dr. Mullin to derive a range, Mr. McKnight's forecast for all claims under a

-
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The ACC's estimate, proffered by Andrew Sackett of Legal Analysis Systems ("LAS"), is
an entirely different matter. Dr. Sackett has never been qualified as an expert witness by any
court on any topic. His educational background is in law and history, and he has no advanced
training in the areas of economics, finance, or statistics. Dr. Sackett started by utilizing the same
generally accepted framework as the other experts. But from there Dr. Sackett made a variety of
completely unfounded and improper modifications that caused his initial estimate of all asbestos
claims to balloon to $3.2 billion on a net present value basis, which was 5-6 times the mid-points
of the FCR's and Debtors' estimates for all such claims.” That Dr. Sackett's estimate is wholly
erroneous becomes facially obvious when one examines his modifications to the accepted
methodology to get there. Indeed, Dr. Sackett's estimate is not only unreasonable on its face, but
the path he took to get there is inconsistent with the application of the methodology that his own
firm, LAS, has employed for decades.

Nearly $1.4 billion of Dr. Sackett's modifications were already struck down by the Court
at the pretrial hearing on July 23, 2026, where the Court excluded Dr. Sackett's approximately
$850 million estimate of defense costs and Dr. Sackett's non-gross up approach to non-
mesothelioma claims. Dr. Sackett's remaining $1.8 billion mesothelioma claims estimate,’

however, is still roughly three to five times higher than any credible estimate for such claims, as

Nicholson model is between $470 million and $764 million. See The Future Asbestos Claimants'
Representative's Opposition to the Olfficial Committee of Asbestos Personal Injury Claimants' Motion to
Exclude Certain Expert Testimony of David L. McKnight [Dkt. 3217] (the "FCR MIL Response") at 2 n.5,
12. Like the Debtors, Mr. McKnight applied a gross-up percentage derived from the Debtors' tort system
history. See Expert Report of The Brattle Group on Behalf of Future Claimants' Representative (Sept. 15,

2025) ("Brattle Rep.") g9 99-100.

3 See Rebuttal Expert Report of Charles H. Mullin, PhD (Mar. 27, 2026) ("Mullin Reb. Rep.") at 5 n.6.
6 See Conformed Expert Report of Andrew J. Sackett, J.D., Ph.D.; Initial Liability Estimate (Sept. 15, 2025)

(the "Sackett Rep.") at Table 1(a). The ACC to date has not provided Dr. Sackett's affirmative report to the
Court in full. It is attached as Exhibit B. For completeness, also attached as Exhibits C and D,
respectively, are the Debtors' rebuttal report from Dr. Denise Martin and the ACC's rebuttal report from
Ms. Yvette Austin.

3-
NAI-5013036940



Case 20-30608 Doc 3270 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc Main

Document  Page 10 of 63

will be explained by Dr. Mullin and Mr. McKnight. Dr. Sackett's substantial overstatement

results from a number of methodological errors in his analysis:

Dr. Sackett adds to his estimate an assumed six plaintiff verdicts. He does this even
though, in their entire history, the Debtors have resolved claims solely by dismissal or
settlement, with only one exception. Aldrich has only one verdict and Murray has zero
verdicts in over 40 years of resolving claims in the tort system. Dr. Sackett's projected
verdicts are not extrapolated from the Debtors' tort system history in any way, would
presume a change in the Debtors' litigation strategy, and, as a result, are not consistent
with the Phase I Trial. In addition, Dr. Sackett proffers vastly inflated potential verdict
amounts. All in, these assumed verdicts inflate Dr. Sackett's flawed estimate by $155
million.

On the petition date, the Debtors' claims database contained thousands of claims that for
all practical purposes were (1) abandoned or (2) never asserted as mesothelioma claims
and are highly unlikely to be mesothelioma claims. As such, Dr. Mullin and Mr.
McKnight assumed such claims would receive very little or no value, consistent with
the Debtors' tort system history. By contrast, Dr. Sackett assumes that such claims
alone are worth $245 million, an amount equal to roughly half of the other experts'
estimates not only for current mesothelioma claims, but for all current and future
claims.

Dr. Sackett selectively truncates data from the Debtors' tort system history in his
calculations and omits from his analysis a resolution rate required under the appropriate
methodology, which together push his mesothelioma estimate higher by another $40

million.

NAI-5013036940



Case 20-30608 Doc 3270 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc Main
Document  Page 11 of 63

Most remarkably, however, Dr. Sackett calculates the net present value of his projected
payments by the Debtors using a negative real discount rate over the next 30-plus years. This
alone adds nearly $800 million to his mesothelioma estimate. By applying his negative real
discount rate—derived from aberrationally low interest rates on the COVID-era petition date and
an artificially high projected inflation rate—Dr. Sackett assumes that a dollar received 10, 20, or
even 30 years in the future is worth more than a dollar received today. This assumption is
completely at odds with the basic principle of the "time value of money" and, instead, would
suggest that claimants would rather be paid in 30 years than today. Once these errors in Dr.
Sackett's analysis are corrected, his estimate falls within the ranges of the other experts.

The purpose of this Phase I Trial is to allow the Court to make its most accurate tort
system extrapolation estimate of the Debtors' current and future mesothelioma liabilities. Dr.
Mullin and Mr. McKnight are highly qualified, experienced experts who provide forecasts
employing well-accepted methodologies. Dr. Sackett is both wholly unqualified to perform the
same task and employs obviously improper methods that substantially inflate the amount of his
estimate. His opinions offer the Court no useful guidance for estimating the Debtors' present and
future asbestos liability in these cases.

I. BACKGROUND
A. The History of Asbestos Claims Against The Debtors’

Historically, Aldrich manufactured, sold, and distributed a variety of pump and
compressor equipment. Murray designed and manufactured heating and cooling equipment,

such as commercial and industrial compressors and furnaces. In 1984, Murray merged with

Further information regarding the Debtors' asbestos-related history may be found in the Informational Brief
of Aldrich Pump LLC and Murray Boiler LLC ("Info. Br.") [Dkt. 5] and the Declaration of Allan
Tananbaum in Support of Debtors' Complaint for Injunctive and Declaratory Relief, Related Motions, and
the Chapter 11 Cases ("Tananbaum Decl.") [Dkt. 29].

-5-
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American Standard, Inc. ("American Standard"), whose business had included the manufacture

and sale of hydronics equipment, such as boilers.

The Debtors never mined asbestos, nor did they use raw asbestos to manufacture a
product. Instead, the vast majority® of asbestos claims against the Debtors allege exposure to
asbestos from sealing products—specifically, gaskets and packing—designed by and purchased
from third parties and incorporated into Aldrich and Murray equipment.” In substantially all
cases, any asbestos used in the sealing product components was the chrysotile form and was
"encapsulated” or bound in a matrix. This means that, unlike "friable"! asbestos-containing
products, the asbestos fibers could not be released into the air under normal conditions.!! These
sealing product components were fixed between metal surfaces and were generally inaccessible
outside of removal and replacement.!?

Aldrich and Murray ceased the use of asbestos-containing gaskets and packing materials
in their equipment in the early to mid-1980s, and American Standard no longer made boilers as

of the mid-1970s.13

8 Tananbaum Decl. 9§ 12, 14; Transcript of Videotaped Deposition of Charles Henry Mullin, PhD (May 4,
2026) ("Mullin Dep. Tr.") at 52:6-15 ("[1]f you look at -- through the PIQs and you look at what is the
alleged source of exposure, you're going to see that it's overwhelmingly gaskets and packing."). Excerpts
of deposition testimony are attached as Exhibit E hereto, sorted alphabetically by last name.

A gasket is a component used to create a seal between joining metal pipes. Gaskets are inserted into the
connection between pipes to avoid leaks that otherwise could cause serious injury or damage, given the
high temperatures of the liquid or steam flowing through the pipes. Packing is a component that is wrapped
around the moving shaft of a pump to prevent similar leaks. Info. Br. at 2-3.

10 Occupational Safety and Health Standards Toxic and Hazardous Substances, 29 C.F.R. § 1910.1001,
Appendix G (2008) ("Friable means that the material can be crumbled with hand pressure and is therefore
likely to emit fibers.").

1 See Tananbaum Decl. 9 12, 14-15; Info. Br. at 9-12.
12 I_d

Prior to the mid-1950s—over 70 years ago—American Standard also designed and produced a limited
number of boilers that may have been externally insulated with asbestos-containing insulation, which was
manufactured and designed by third parties. Claims alleging exposure to these products represent a de
minimis portion of all claims against the Debtors. Id. at 3.

-6-
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B. Mesothelioma Is the Main Driver of the Debtors' Tort System Costs

Many of the asbestos claims asserted against the Debtors allege that asbestos exposure to
the Debtors' equipment caused the claimant to develop mesothelioma, a fatal cancer.
Historically, approximately 82% of the Debtors' claim payments were incurred on account of
mesothelioma claims.'* About 3,000 new cases of mesothelioma are diagnosed each year in the
United States.!> Mesothelioma caused by asbestos exposures has been most closely associated
with exposure to amphibole asbestos products, such as friable thermal insulation.'® Conversely,
chrysotile asbestos, which overwhelmingly was the type of asbestos encapsulated in the gaskets
and packing in equipment manufactured by Aldrich and Murray, is considered to be on the order
of 100 to 1,000 times less potent than amphibole asbestos in causing mesothelioma.!”
Mesothelioma is not caused only by exposure to asbestos.!® In fact, mesothelioma occurs absent
asbestos exposure, including from genetic mutations, and thus there is a baseline incidence of

mesothelioma (sometimes referred to as "spontaneous" or "idiopathic") that is not caused by

asbestos.!’

14 Mullin Rep. § 127.

15 Key Statistics About Malignant Mesothelioma, AM. CANCER SOC'Y,
https://www.cancer.org/cancer/malignant-mesothelioma/about/key-statistics.html (last accessed July 14,
2026).

16 See, e.g., Alison D. McDonald, MD, FFCM & J. Corbett McDonald, MD, FRCP, Malignant Mesothelioma

in North America, AM. CANCER SOC'Y 1650 (1979).

In re Garlock Sealing Techs., LLC, 504 B.R. 71, 75 (Bankr. W.D.N.C. 2014) ("The relative toxicity or
potency to cause disease of the three has been variously expressed. One study stated the ratio as
500:100:50 (crocidolite: amosite: chrysotile). Modification of that ration expressed it as 100:5:1. Another
study in 2008 expressed the ratio between amphiboles to chrysotile as 900-2000:0—1. Thus, it is clear under
any scenario that chrysotile is far less toxic than other forms of asbestos.")

Stergios Boussios, et al., Malignant Peritoneal Mesothelioma: Clinical Aspects, and Therapeutic
Perspectives, 31(6) ANN. GASTROENTEROL. 659, 659 (2018).

Bertram Price & Adam Ware, Time Trend of Mesothelioma Incidence in the United States and Projection
of Future Cases: An Update Based on SEER Data for 1973 Through 2005, 39(7) CRIT. REV. TOXICOL. 576,
584 (2009) (reporting that the spontaneous or natural mesothelioma rate around the time of the study was at
least 27%); Richard L. Attanoos, et al., Malignant Mesothelioma and Its Non-Asbestos Causes, 142 ARCH.
PATHOL. LAB. MED. 753, 756 (2018) (identifying a "background rate of spontaneous mesotheliomas arising
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C. The Debtors' Tort System Experience

Asbestos litigation is a mature tort, both in the sense that it has a lengthy history and that
it has evolved over time. Asbestos litigation in the United States commenced in earnest in the
1970s.2° The litigation targeted the manufacturers of raw asbestos and entities known as the "big
dusties," who utilized raw asbestos to manufacture various products, often friable thermal
insulation. Aldrich and Murray were served with their first asbestos complaints in 1983 and
1986, respectively, but litigation against them exploded in the early 2000s when the miners,
sellers, and manufacturers of friable asbestos products largely left the tort system by filing for
bankruptcy.?! Aldrich and Murray paid less than $4 million in total on account of mesothelioma
claims prior to 2000, and during this period also paid relatively modest sums on account of non-
mesothelioma claims.??

With the removal of the primary defendants from the tort system starting in the early
2000s, there was a dramatic increase in the number of mesothelioma claims asserted against
secondary defendants, including the Debtors. Between 2001 and 2002, mesothelioma claims
against both Aldrich and Murray more than doubled. In 2019, the last full year prior to the

petition date, Aldrich was pursued in roughly 80% and Murray was pursued in almost 60% of all

in unrelated fashion to asbestos" and concluding that "[a]fter excluding tumors caused by asbestos
exposure, the next largest fraction is spontaneous (idiopathic) mesothelioma").

2 Stephen J. Carroll, et al., Asbestos Litigation, RAND INSTITUTE FOR CIVIL JUSTICE 22 (2005).

2z Like all other defendants in the asbestos litigation, prior to the 2000s the Debtors were subject to a massive
influx of filings for non-malignant claims, many of which were later shown to be fraudulent as the result of
mass "litigation screenings" in which a handful of doctors repeatedly generated thousands of medical
reports to support such claims. See In re Silica Prods. Liab. Litig., 398 F. Supp. 2d 563, 636-37 (S.D. Tex.
2005); see also Lester Brickman, The Use of Litigation Screenings in Mass Torts: A Formula for Fraud, 61
SMU L. REv. 1221, 1239-40 (2008) (available at https://scholar.smu.edu/smulr/vol61/iss4/1/).

2 Tananbaum Decl. § 16 ("During this time, Aldrich and Murray were dismissed without payment or
resolved over 100,000 non-malignant claims, with an average cost of less than $400 per claim.").
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mesothelioma claims filed in the United States.”* Notwithstanding the increase in claims, the
Debtors obtained dismissals without payment in roughly two-thirds of the mesothelioma cases
filed against them and resolved roughly 99% of paid claims for less than $250,000.%*

II. THE DEBTORS' AND THE FCR'S EXPERTS ARE ALIGNED; BY CONTRAST,
DR. SACKETT HAS WILDLY DIVERGENT RESULTS.

Each of the affirmative experts in these cases uses the same underlying data and the same
general methodological framework. This has resulted in consistent forecasts between Dr. Mullin
and Mr. McKnight. Not so for Dr. Sackett, who makes baseless assumptions that inflate his
mesothelioma estimate to roughly three to five times those of the other two experts.

A. The Debtors' Experts Are Plainly Qualified to Offer Expert Opinions in This
Matter

Dr. Mullin holds a Ph.D. in economics from the University of Chicago and a B.A. in
economics and mathematics from the University of California at Berkeley.?> He is an expert in
statistical and data analysis, econometrics, economic and microsimulation modeling, sample
design, valuation of mass torts, and insurance allocation® and has published on applied and
theoretical econometrics and labor economics in peer-reviewed journals.?’” He has authored
more than 100 expert reports, issued numerous valuations of current and future asbestos
liabilities, and been qualified as an expert by courts in more than 50 matters, including in these

bankruptcy cases.

2 1d. 9 18.

2% Mullin Rep. 9 68-69.

25 1d. 9.

2 1d. 99 6-10.

2 Mullin Rep., Appendix A.
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Of particular relevance here, Dr. Mullin has extensive experience valuing personal injury
tort claims and has worked on numerous personal injury and mass tort quantification-related
proceedings, including various bankruptcy proceedings.?® He has worked for numerous parties,
both plaintiffs and defendants, including debtors, unsecured creditors, equity committees, non-
debtor defendants, insurers, reinsurers, retrocessionaires, and investors evaluating potential
acquisitions—applying the same methods to estimate future expenditures and liabilities, design
and implement statistical samples and claim file reviews, and conduct due diligence and financial
reporting.”’ As between Dr. Mullin and Dr. Sackett, there really is no comparison with respect to
experience or qualifications in this matter.

The Debtors' rebuttal expert, Dr. Martin, also has extensive credentials relevant to her
opinions in this matter. She holds a B.A. in economics from Wellesley College and an M.A. and
Ph.D. in economics from Harvard University*’ and is an affiliated consultant and former Senior
Managing Director at NERA.>' She literally "wrote the book" on claims estimation under the
method to be employed in the Phase I Trial, as she is the co-author of the reference text,
Estimating Future Claims: Case Studies from Mass Torts and Product Liability, which explains
the economic principles underlying personal injury claims forecasting and valuation and the

accepted tort system extrapolation forecasting methodology used by practitioners.>? Dr. Martin

2 In re Red River Talc LLC, No. 4:24-BK-90505 (Bankr. S.D. Tex. Sept. 20, 2024); In re Aearo
Technologies LLC, et al., No. 22-02890 (Bankr. S.D. Ind. July 26, 2022); In re Mallinckrodt PLC, No. 20-
12522 (Bankr. D. Del. Oct. 12, 2020); In re Paddock Enterprises, LLC, No. 20-10028 (Bankr. D. Del. Jan.
6, 2020); In re TK Holdings Inc., No. 17-11375 (Bankr. D. Del. June 25, 2017); In re Blitz U.S.A., Inc.,
No. 11-13603 (Bankr. D. Del. Nov. 9, 2011); In re Specialty Products Holding Corp., No. 10-11780
(Bankr. D. Del. May 31, 2010); In re Owens Corning, No. 00-03837 (Bankr. D. Del. Oct. 5, 2000).

» Mullin Rep. § 8.

30 Rebuttal Report of Denise Neumann Martin, Ph.D. (Mar. 27, 2026) ("Martin Reb. Rep.") 9 4.
3 1d. 9 3.
2 1d. 9 6.
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has been retained as an expert in over 100 matters involving personal injury and property
damage estimates across a variety of torts, including asbestos, silica, building materials, and
medical products.®>* She has also testified on asbestos-related issues in state and federal court
and gave Senate testimony on the FAIR Act, a proposed national asbestos fund.*

Through Drs. Mullin and Martin, the Debtors will provide the Court with sound guidance
regarding an appropriate estimate in these cases.

B. The Debtors' and FCR's Expert Opinions Are Aligned

Dr. Mullin will testify that, had the Debtors stayed in the tort system rather than seeking
chapter 11 protection, they would have paid between $350 million and $615 million in asbestos-
related mesothelioma claims on a net present value basis. The FCR's expert, Mr. McKnight, will
present a similar range of $384 million to $624 million. The largest drivers of the ranges relate
to (1) the discount rate to be used and (2) the projected number of future mesothelioma claims to
be asserted against the Debtors by claimants who are unlikely to have mesothelioma caused by
occupational exposure to asbestos.

Dr. Mullin recognizes as an issue for the Court whether to apply a trust return rate (the
rate asserted by the Debtors and the FCR*) or a "risk-free" rate (the rate asserted by the ACC) as
the proper rate to discount the Debtors' liabilities to present value. Thus, he proffers estimates
using both rates, with his trust return rate as 6.11% and his risk-free rate as 4.5%.%° Mr.

McKnight uses essentially the same trust return and risk-free discount rates in his analyses.’” As

3 Id.

34 ;1

e FCR MIL Response at 12.
36 Mullin Reb. Rep. § 73.

37 Brattle Rep. 197 & n.91.
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to incidence of mesothelioma, at the low end of their ranges both Dr. Mullin and Mr. McKnight
assume that only mesothelioma claims likely caused by occupational exposure to asbestos would
be asserted against the Debtors.*® Dr. Mullin, however, also offers scenarios where either 10%
or 20% of those with future mesothelioma diagnoses that are unlikely to have arisen from
occupational exposure to asbestos (any claims asserted by such claimants are defined as "Non-
ACP" claims) nevertheless are included in the forecast of potential future claimants that may
assert claims against the Debtors.* Likewise, the high-end of Mr. McKnight's mesothelioma
forecast arises when he includes Non-ACP claims in his estimate.*’

C. Dr. Sackett's Opinions Are Not Credible

The ACC relies upon the opinions of Dr. Andrew Sackett of LAS to support its estimate
of the Debtors' asbestos liabilities. But Dr. Sackett's lack of qualifications and experience in the
issues before the Court undermine the credibility of his testimony. Further, the reliability of his
analysis is flawed due to numerous erroneous assumptions that inflate his aggregate estimate by
billions of dollars. When these errors are corrected, the experts' estimates are more aligned.

1. Dr. Sackett Is Unqualified and His Credibility Is Limited

The Court should view Dr. Sackett's opinions with significant skepticism. He lacks the
hallmarks of a reliable expert in the field of mass tort valuation: he has no relevant academic
training, no peer-reviewed scholarship on the subject, and no history of being qualified as an
expert by any court. Dr. Sackett's formal education is not in any of the quantitative disciplines

that underpin mass tort valuation. His doctoral and undergraduate degrees are both in history—

38 1d. 99 8, 43; Mullin Reb. Rep. § 14.
3 See Mullin Rep. 99 126, 147-48, Fig. 29.
40 FCR MIL Response at 12.
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not economics, statistics, finance, or any quantitative field.*' He has conceded that his
undergraduate education in history "has nothing to do with mass tort valuations," he holds no
degree in economics, nor any degree in mathematics or statistics, and his dissertation had
"nothing to do with mass tort evaluations."** His professional training is also not as a statistician
or economist, but as a lawyer. Before joining LAS, he worked for Caplin & Drysdale, a firm that
historically has represented asbestos claimants' committees and that represents the ACC in these
cases.®

Notably, despite holding himself out as an expert in this proceeding, Dr. Sackett has
never testified in, nor been qualified as an expert by any court, on any subject.** The three
publications he touts on his CV have nothing to do with asbestos liability estimation
methodology and he admitted at his deposition that he has not written a single academic article,
peer reviewed or otherwise, about claim estimation methodologies.*> When pressed on the
source of his claimed expertise, Dr. Sackett could point only to on-the-job training at LAS.* His
own description of his role indicates that he functions primarily as someone who works with a
team and places their work "into context, into a larger report."*” When the FCR's counsel asked

whether Dr. Sackett is merely the "spokesperson" for colleagues who may possess the relevant

technical expertise, Dr. Sackett objected that this characterization was "a superficial way to

41

Transcript of Deposition of Andrew J. Sackett (May 11, 2026) ("Sackett Dep. Tr.") at 44:2-46:19.

a2 Id. at 332:16-21; 329:2-19; 331:1-332:15. His dissertation is titled The Making of Acapulco: People, Land
and the State in the Development of the Mexican Riviera, 1927-1973.
s 1d. at 48:4-49:22; Sackett Rep., Appendix III (CV).
4 Sackett Dep. Tr. at 64:17-65:5; 384:1-11.
4 Id. at 384:17-386:7; 386:20-387:2.
46 Id. at 333:6-11.
4 Id. at 330:10-21.
-13-
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represent what I do."*® But he did not deny it. The record thus indicates that Dr. Sackett
synthesizes and presents the analytical work of others, rather than performing independent expert
analysis himself.

In sum, Dr. Sackett is a former attorney who has never been qualified as an expert, has no
relevant academic training, has published nothing that would support his proposed testimony,
and describes his role as placing others' work "into context." Should the Court qualify him as an
expert in these proceedings, the Court should accord Dr. Sackett's opinions very limited weight,
particularly when measured against the credentials and extensive expert experience of Dr. Mullin
and Mr. McKnight. Dr. Sackett is the ACC's only expert offering an affirmative opinion.

2. The Sackett and Mullin Reports Use the Same General Framework, Yet
Produce Dramatically Different Estimates

As discussed below, a component-based methodology, as employed by Dr. Mullin, uses
various inputs (i.e., components) to calculate total future payments. These inputs include both
(1) external factors, such as a projection of future mesothelioma diagnoses, and (ii) factors unique
to the Debtors based on their tort system experience, such as the likelihood that a diagnosed
individual will sue the Debtors, and what that individual could expect to receive in
compensation, if anything. While Dr. Sackett uses the same general framework, his estimate
exceeds those of the other experts by many multiples.** To deviate so wildly from the other
experts (and the Debtors' tort system experience), Dr. Sackett incorporates into his forecast a
number of analytical errors, each of which has the convenient effect of materially increasing Dr.
Sackett's estimate. These errors are described in detail below. Together, they result in an absurd

outcome that is apparent from the very first year of Dr. Sackett's forecast.

48 Id.
49 Mullin Reb. Rep. § 10, Fig. 4.
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As shown in Figure 1 below, Dr. Sackett's projected nominal mesothelioma payments
begin on the petition date at approximately twice the Debtors' historical experience. That is,
from the beginning, Dr. Sackett's model assumes that the Debtors will pay mesothelioma claims

at double the rate that they historically had paid such claims.

| Historical ~ msssm Near-term  mmmmmm | onger-term ms |nCidence

I

IO e .

(Y[ 7 V] SOECESUISSONURIN  [NNNSNIS—— FOUIUUI  S—————————————————————————————

Plaintiff payments

$40 MM -
$20 MM SESISICUEIEIE : T T —

$0 MM | | ‘
2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060

Resolution year

Figure 1: Sackett Report nominal mesothelioma forecast

For comparison, as shown in Figures 2 and 3 below, Dr. Mullin's expenditure-based forecast
projects nominal mesothelioma payments consistent with the Debtors' tort system history. Dr.
Sackett's own testimony confirms there is no legitimate basis for his assumption. At his
deposition, he admitted candidly that he allocated payment of the entirety of the pending claims
inventory to the first four years, explaining that he "moved them up front" as a matter of

"simplicity.">’ This "methodology" is completely untethered to the Debtors' tort system

0 Sackett Dep. Tr. at 150:20-153:6; 164:16-166:1. Dr. Sackett's explanations for front-loading these claims

were inconsistent. Elsewhere, as opposed to "simplicity," Dr. Sackett stated that the Debtors "ha[ve] been
in bankruptcy for six years" and "[i]t's likely that the pending claims would be paid . . . to the extent that

-15-
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experience and the Court's mandate that the experts extrapolate from that experience in this
Phase I Trial.

III. THE DEBTORS' EXPERT OPINIONS

As noted above, Dr. Mullin's tort system extrapolation estimate of the Debtors' liability
for current and future mesothelioma claims is $350 million to $615 million on a net present value
basis. Dr. Mullin derives this range using two well-accepted methods for estimating mass-tort
liabilities: (1) an expenditure-based forecast and (2) a component-based forecast. Although
analytically distinct, the two methods produce consistent results—$350 million to $570 million
under the expenditure-based approach and $430 million to $615 million under the component-
based approach.’! The overlap between the ranges reinforces their overall reliability and further
indicates that the most credible estimate in these cases falls somewhere in the middle of the
ranges.>’

A. The Expenditure-Based Forecast

Because the asbestos litigation environment underwent numerous, material changes in the
1990s and early 2000s, forecasters in this area almost universally employed a component-based
methodology throughout that period. It provided the benefit of being able to adjust for
developing trends and other changes in the litigation environment. But it also brought some
heightened risk of statistical error since it involved multiple steps, each of which has some risk

of error.

pending claims have been worked up been resolved, for example, with other defendants . . . during the
pendency of the bankruptcy, they would be resolved sooner." Id. at 158:4-16. Dr. Sackett's report,
however, was supposed to assume that the bankruptcy never occurred.

5t Mullin Rep. 9 121-133 & Figs. 29, 32; Ex. A Figs. 29, 32.
52 Mullin Dep. Tr. at 220:1-221:15.
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An expenditure-based forecast, by contrast, extrapolates annual settlement payments
along a projected future mesothelioma incidence curve. For the Debtors, this is graphically

llustrated as follows:

mmm Additional projected future (high scenario) s Projected future (low scenario)
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Figure 2: Expenditure-based forecast for Aldrich
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Figure 3: Expenditure-based forecast for Murray

This approach minimizes the potential statistical error by reducing the number of
parameters that must be estimated. In a stable litigation environment like the one the Debtors
experienced from 2010 through 2019, this approach can be more reliable than the component-
based method. And it has the virtue of providing a "common-sense" forecast for a multi-year
estimate. In short, if the tort system costs for the Debtors have been at a certain level relative to
the known mesothelioma incidence for the last fifteen years or so, extrapolating that tort system
experience along the curve of future expected mesothelioma incidence is highly likely to produce
a reliable forecast.

The expenditure-based methodology produces a range of approximately $350 million to

$570 million for mesothelioma claims. Its midpoint ($460 million) matches Dr. Mullin's $460

-18-
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million "best" estimate derived from his component-based forecast,’® evidencing substantial
reliability of both tort system extrapolation forecasts.

B. The Component-Based Forecast

The component-based forecast is a well-accepted methodology for tort system
extrapolation. It is also the forecasting approach typically used in financial reporting.>* Under
this approach, nominal future mesothelioma payments are calculated as the product of five
components:

(1) historical and future expected incidence of mesothelioma;

(2) propensity to sue;

3) resolution rate;

(4) pay rate; and

(5)  average settlement value.>
The resulting equation is the product of these five components. The first two components
determine the number of future claims there will be: (1) incidence is the projected number of
future mesothelioma diagnoses, and (2) the propensity to sue is the share of diagnosed
individuals who have historically filed suit against the Debtors and will be presumed to do so in
the future. The next three components all go to calculate the amount of liability from those
future claims: (1) the resolution rate is the share of filed claims that are ultimately resolved
(either by dismissal or payment) and accounts for the fact that a material number of asbestos

claims filed in the tort system are abandoned and never closed; (2) the pay rate is the share of

3 See Section I11.B.4, infra.
4 Mullin Rep. 9 123.
55 Id. 99 123-124.
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resolved claims that result in payment; and (3) the average settlement value is the average
payment made on a paid claim.>¢

Using this method, in his initial report, Dr. Mullin provided a component-based range for
all claims of approximately $525 million to $750 million.>” When non-mesothelioma claims are
removed, that range is between $430 million and $615 million.® Changes in four key
assumptions drive the range:

(1) the "calibration period," meaning the historical period (e.g., 3, 5, or 10 years
before the petition date) from which data is used to calculate the value of each component;>’

(2) the average settlement value trend (i.e., whether settlement values are projected to
increase, decrease, or stay the same);

3) the nominal discount rate applied to derive a net present value for the estimate;
and

(4) the percentage of the mesothelioma diagnoses unlikely to have arisen from

occupational exposure to asbestos (i.e., derived from the non-occupational incidence curve) that

are included in the forecast.®®

In both his initial report, and below at Figure 4 for mesothelioma claims only, Dr. Mullin
has provided a sensitivity analysis showing 24 scenarios that demonstrate how adjustment of

these four key assumptions lead to his range.®!

56 1d. 9 123.

57 1d. 99 125-126 & Fig. 29,

58 Ex. A Fig. 29.

» Mullin Rep. 9 126 & Fig. 29.
60 Id.

61 1d. at Fig. 29; Ex. A Fig. 29.
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Scenario parameters Aldrich Murray
Calibr_ation ASV trend PlEEeL _Nop-ACP Pending Future Pending Future
period rate incidence

5 years Hist. trend 6.50% 0% Non-ACP $70 MM $220 MM $35 MM $105 MM $430 MM
3 years Hist. trend 6.50% 0% Non-ACP $65MM | $215 MM $35MM | $115 MM $430 MM
10 years Hist. trend 6.50% 0% Non-ACP $70 MM $230 MM $35 MM $110 MM $445 MM
5 years None 6.50% 0% Non-ACP $70MM | $230 MM $35MM | $125 MM $460 MM
3 years None 6.50% 0% Non-ACP $65 MM $225 MM $40 MM $135 MM $465 MM
5 years Hist. trend 6.50% 20% Non-ACP $75MM | $250 MM $35MM | $115 MM $470 MM
3 years Hist. trend 6.50% 20% Non-ACP $70 MM $245 MM $35 MM $120 MM $475 MM
10 years None 6.50% 0% Non-ACP $75 MM $240 MM $35 MM $130 MM $480 MM
5 years Hist. trend 4.50% 0% Non-ACP $70MM | $260 MM $35MM | $120 MM $485 MM
3 years Hist. trend 4.50% 0% Non-ACP $70 MM $250 MM $40 MM $130 MM $485 MM
10 years Hist. trend 6.50% 20% Non-ACP $75MM | $265 MM $35MM | $120 MM $495 MM
10 years Hist. trend 4.50% 0% Non-ACP $75 MM $270 MM $35 MM $130 MM $505 MM
5 years None 6.50% 20% Non-ACP $75MM | $265 MM $35MM | $135 MM $510 MM
3 years None 6.50% 20% Non-ACP $70 MM $260 MM $40 MM $145 MM $515 MM
5 years None 4.50% 0% Non-ACP $70MM | $270 MM $35MM | $145 MM $525 MM
3 years None 4.50% 0% Non-ACP $70 MM $265 MM $40 MM $155 MM $530 MM
10 years None 6.50% 20% Non-ACP $75MM | $280 MM $35MM | $145 MM $535 MM
5 years Hist. trend 4.50% 20% Non-ACP $75MM | $295 MM $35MM | $130 MM $540 MM
3 years Hist. trend 4.50% 20% Non-ACP $75 MM $290 MM $40 MM $140 MM $540 MM
10 years None 4.50% 0% Non-ACP $75MM | $285 MM $35MM |  $155 MM $545 MM
10 years Hist. trend 4.50% 20% Non-ACP $80MM |  $315MM $35MM | $140 MM $565 MM
5 years None 4.50% 20% Non-ACP $75MM | $310 MM $35MM | $160 MM $585 MM
3 years None 4.50% 20% Non-ACP $75MM | $305 MM $40MM | $175MM $590 MM
10 years None 4.50% 20% Non-ACP $80MM |  $330 MM $35MM | $170 MM $615 MM

Figure 4: Component-based range of future claim payments by the Debtors as of the petition date (mesothelioma only)

As is typical with forecasted ranges, neither end of the range is the most likely outcome.
The most likely outcome is somewhere in the middle. As described in Section II11.B.4 below, Dr.
Mullin has identified what he views as the key assumptions that produce his "best" estimate of
the Debtors' liability under the component-based method: either $460 million or $510 million,
depending on the applied discount rate.

1. Tort System Components

a. Incidence

Dr. Mullin relies on an updated Nicholson-style mesothelioma incidence model that

forecasts mesothelioma claims out through 2070. Nicholson-style incidence models are based on
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the mathematical and epidemiological risk-assessment framework created by Dr. William J.
Nicholson in 1982 to estimate and forecast the incidence of asbestos-related cancers, have been
published in epidemiology literature since that time, and have repeatedly been accepted by
bankruptcy courts to estimate asbestos liabilities.®> Consistent with the scientific literature, Dr.
Mullin's model recognizes that not all mesothelioma results from asbestos exposure. It splits
total incidence into two parts: asbestos-related mesothelioma diagnoses, which have declined
since around 2005, and non-asbestos related mesothelioma diagnoses reflecting the

"background" or "idiopathic" rate of disease, which has risen in recent years.%

Estimated total incidence == == [orecasted total incidence
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Figure 5: Mesothelioma incidence model

A key driver of Dr. Mullin's range is whether and to what extent non-asbestos related

mesothelioma claims should be included as part of the incidence forecast. Arguably, the experts

@ Mullin Rep. 99 145-146 & Fig. 39.
63 1d. 9 146-147 & Fig. 39; Mullin Dep. Tr. at 274:5-278:8.
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could exclude all non-asbestos-related mesothelioma claims, since such claimants were unlikely
to be occupationally exposed to asbestos-containing products. Dr. Mullin and Mr. McKnight
have each taken this approach in some of their scenarios.** As Figure 6 below illustrates,
publicly available claims data reveals a recent pronounced shift toward talc-related defendants by
claimants with non-occupational exposures—a category of claims that would not implicate the
Debtors or their products.’> Assuming this new shift continues, Dr. Mullin's forecasts of future
claims against the Debtors likely would be overstated and his estimate of the Debtors' tort system

liability similarly too high.

| m All exposure types B Asbestos only Asbestos & talc = Talc only

2,500

2,000 +

1,500 +

1,000 +

Number of mesothelioma filings
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2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Filing year

Figure 6: Annual publicly tracked mesothelioma claim filings

Dr. Mullin's scenarios include 0%, 10%, and 20% Non-ACP curves that help produce a
range of potential estimates. Dr. Mullin opines that using the 0% Non-ACP curve (which

includes only those future mesothelioma diagnoses likely to have arisen from occupational

o4 Mullin Rep. 9 125-26, Fig. 29, § 140, Fig. 40; Brattle Reb. Rep.  27.
65 Mullin Rep. 99 117-118 & Fig. 25.
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exposure to asbestos) probably understates future claims against the Debtors.®® At the same
time, Dr. Mullin opines that the 20% Non-ACP curve (which includes 20% of the expected
future mesothelioma diagnoses unlikely to have arisen from occupational exposure to asbestos)
almost certainly overstates future claims.®” Accordingly, Dr. Mullin uses in his "best" estimate
the 10% Non-ACP curve, which he believes is more realistic for purposes of his tort system
extrapolation.®® This curve also aligns with the incidence curve endorsed by the ACC's rebuttal
expert Yvette Austin.®’

b. Propensity to Sue, Resolution Rate, Pay Rate, and Average
Settlement Values

(1) Propensity to Sue
Not all individuals who are diagnosed with mesothelioma file a lawsuit, and, even if they
do, they may not sue the Debtors.”’ By measuring the historical number of claims filed against a
defendant for mesothelioma relative to the number of diagnoses of that disease that occur during
the same period, a "propensity to sue" can be calculated. Consistent with their tort system

experience, Dr. Mullin determined that, of the future mesothelioma diagnoses forecasted

66 Mullin Dep. Tr. at 221:2-8.
67 1d.

o8 Id. at 229:3-8 ("I think the 0 percent is too low. The 20 percent is too high when you compare it to the

history in the tort system for the last five years. So the right answer is somewhere in the middle. Ten
percent is the midpoint."); Id. at 221:2-15; Mullin Rep. § 148 & Fig. 40.

0 See Mullin Reb. Rep. § 95; Mullin Dep. Tr. at 218:12-221:15; 229:2-229:19. Notably, the Rebuttal Expert
Report of Yvette R. Austin (Mar. 27, 2026) ("Austin Reb. Rep.") asserts that "the appropriate baseline
should be a 100% inclusion" of non-asbestos related incidence, on the theory that the Mullin Report's
exclusion of any portion of non-asbestos related incidence lacks independent validation. Austin Reb. Rep.
99 144-146. At her deposition, however, Ms. Austin repeatedly disclaimed having any opinion on this very
question. See, e.g., Transcript of Video-Taped Deposition of Yvette R. Austin (May 14, 2026) ("Austin
Dep. Tr.") at 335:16-336:17; 343:20-344:15. Ms. Austin's advocacy for a 100% non-asbestos related
inclusion baseline (the most extreme point on the spectrum she claims no expertise to evaluate) suffers
from a complete lack of independent validation and would actually serve to rebut the ACC's affirmative
case as it is wholly inconsistent with the incidence projections espoused by Dr. Sackett.

70 For example, individuals with idiopathic mesothelioma who have no known exposure to asbestos-

containing products typically would be hard pressed to find a defendant who is alleged to be liable for their
disease.
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pursuant to the 10% Non-ACP curve, approximately 77% of those individuals will sue Aldrich
and 63% of those individuals will sue Murray.”!

(2) Resolution Rate

Not every claim asserted against a defendant ultimately is resolved. Some remain
pending indefinitely.”” For example, hundreds of mesothelioma claims were still pending against
the Debtors on the petition date despite having been filed over a decade prior. Hence, based on
the Debtors' historical claims data, Dr. Mullin applies a mesothelioma resolution rate of
approximately 98% for Aldrich and 96% for Murray (meaning 2% of claims asserted against
Aldrich and 4% asserted against Murray are never resolved).”

3) Pay Rate

As to claims that are resolved, not all receive payment. Indeed, historically, the vast
majority of mesothelioma claims filed against the Debtors are dismissed. The pay rate expresses
the share of resolved claims that receive payment. The Debtors' pay rate was stable in the five
years before the petition date, averaging approximately 38% for Aldrich and 15% for Murray,
and Dr. Mullin used these percentages in his estimates.”

(4) Average Settlement Values

There is little dispute among the experts as to historical average mesothelioma settlement

values. Dr. Mullin calculates those values over a three-year calibration period at $56,000 per

" Mullin Rep. 9 149 & Fig. 41; Mullin Dep. Tr. at 225:11-228:18.
2 Mullin Rep. q 150.
7 Id. 9 150 & Fig. 42.

" Id. 9 152 & Fig. 43. These are the percentages used in Dr. Mullin's scenarios relying on a 5-year

calibration period. Scenarios relying on a 3-year or 10-year calibration period may have slightly different
percentages based on the Debtors' history.
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claim for Aldrich and $93,000 per claim for Murray.” Dr. Sackett and Mr. McKnight reach
similar results.”®

2. Projected Future Settlement Payments

After applying the variables set forth above, Dr. Mullin then determines whether the
Debtors' average future settlement payment will, compared to the Debtors' historical average
settlement payment, increase or decrease in amount, or stay roughly the same. All other things
being equal, one might expect to see inflation in the Debtors' settlement values over time. That
is not the case here. The Debtors' history demonstrates a decline in the Debtors' average
settlement amount as the years have passed. This is due to a number of factors.

In the tort system, on average, younger claimants receive more compensation than older
claimants because older claimants have lower potential damages.”” With each passing year, the
average age of mesothelioma claimants with occupational asbestos exposure increases.
Likewise, with each passing year, the average claimant entered the work force one year later.
This reduces the average time that such claimant may have been exposed to asbestos-containing
components in the Debtors' equipment and increases the time during the claimant's life when the
Debtors no longer were manufacturing equipment with asbestos-containing components. All of
these factors contribute to a decline in settlement values. Thus, the average claimant of 10 or 15

years ago, or 10 or 15 years from now, is not by any means the same average claimant of today.

75 Mullin Reb. Rep. 9 28-29 & Fig. 10.
76 Sackett Rep. Tables 5(a) & 5(b); Brattle Rep. § 91.
7 Mullin Rep. 99 153-155; Mullin Reb. Rep. § 71. See, €.g., Braccia v. D'Blass Corp., 2011 WL 2848146, at

*5 (S.D.N.Y. June 13, 2011) ("Future loss of earnings damages are computed by measuring the monetary
value of the diminution in the plaintiff's annual earning capacity, multiplying that amount by the number of
years the plaintiff could have worked—his work-life expectancy—and then discounting that amount to
present value." (cleaned up)); see also 2 AM. L. OF TORTS § 8:33 (Feb. 2026 Update) ("Work life
expectancy is an important factor in determining an injury victim's damages from loss or impairment of
future earning capacity.").
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This aging-driven decline in settlement values reflects well-established principles of tort
damages. A claimant's total compensable harm from a disease such as mesothelioma is a
function of, among other things, the claimant's remaining life expectancy, lost wages, and
diminished future earning capacity—each of which is necessarily smaller for an older claimant
than for a younger claimant diagnosed with the identical disease, simply because the older
claimant has fewer remaining years of life and fewer remaining working years over which to
measure those losses. The data confirms this point: the average verdict for a mesothelioma
plaintiff around 80 years old is approximately 40% lower than the average verdict for a plaintiff
around 60 years old, corresponding to roughly a 2.5% decline in expected recovery for each
additional year of age at diagnosis.”® This age-based decline in recovery is not unique to the tort
system—it also is embedded in the claims-valuation matrices used by a number of section 524(g)
asbestos trusts. For example, the Western Asbestos Settlement Trust reduces a claimant's
recovery by 1.5 percentage points for each year of age over 75 (and increases it correspondingly
for each year under 75), and other trusts, including the Thorpe Insulation, Plant Insulation, and
Garlock trusts, all account for age when determining claim values.”

This phenomenon is also well-illustrated in the Debtors' historical claims data.
Notwithstanding continuing inflation during the 2010s, the Debtors' average mesothelioma
settlement values did not increase with inflation during that decade. Based on the two graphs
below, the aging of the claimant population against the Debtors instead fully offsets the effect of

inflation:®°

78 Mullin Rep. q 82.
7 1d. 981 nn.91, 92.
80 Id. 99 155-156 & Figs. 45-46.

27-
NAI-5013036940



Case 20-30608 Doc 3270 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc Main
Document  Page 34 of 63

mASV

$80,000

$70,000

$60,000 -

$50,000 -

ASV

$40,000 -
$30,000 -
$20,000 -

$10,000 -

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Resolution year

Figure 7: Average settlement value for Aldrich by year®!
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Figure 8: Average settlement value for Murray by year

81 The 2016 average settlement value includes the sole Aldrich plaintiff verdict, excluding prejudgment and

postjudgment interest.
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Nothing suggests that these long term trends of declining settlement values will cease in
the future. For that reason, Dr. Mullin models projected future average settlement values using
two scenarios: a "historical trend" scenario, under which mesothelioma settlement values
continue their observed decline, and a more conservative "none" scenario, under which
settlement values simply stay flat from the petition date forward.®? Given that this second
scenario more than likely overstates future mesothelioma settlement values, especially for
Murray, Dr. Mullin has incorporated the historical trend into his "best" estimate.®?

3. Discounting to Present Value

Because Dr. Mullin's forecast projects nominal payments over decades, those amounts
must be reduced to net present value to account for the time value of money. For the choice of
the appropriate discount rate to apply, Dr. Mullin presents two scenarios. First, he discounts
from the perspective of an asbestos trust—that is, at the rate of return such a trust would expect
to earn on its investment portfolio.3* This makes sense given that estimation should assist the
parties in establishing an amount of trust funding sufficient to satisfy the Debtors' asbestos
liability, which would support formulation of a plan of reorganization to resolve these cases.

Reviewing the performance of comparable 524(g) trusts, Dr. Mullin found that such
trusts earned an average return of approximately 4.5% during the low-interest-rate environment
of 2010-2024, roughly two percentage points above contemporaneous U.S. Treasury yields.*

With Treasury notes yielding about 4.5% at the time of the Mullin Report submission, close to

82 Mullin Rep. 94 126, 160.
8 Mullin Dep. Tr. at 222:20-22.
Z Mullin Rep. 9 163-164.
85 Id. 99 165-167 & Figs. 49-50.
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their long-term historical average,®® that two-point premium supports a trust rate of return of
roughly 6.5%.%" This is consistent with Mr. McKnight, who calculated a trust return rate of
6.11% from his analysis of various asbestos trusts. In light of that analysis, Dr. Mullin has
adopted Mr. McKnight's 6.11% rate in his "best" estimate using a trust rate of return.

Dr. Mullin also presents scenarios using a 4.5% risk-free discount rate, which overstates
the funding a trust established in these cases would require to satisfy the forecasted claims, since
asbestos trusts do not invest in only risk-free assets.®’

4. Dr. Mullin's "Best" Estimate

At his deposition, Dr. Mullin described what he views as his "best" estimate of the
Debtors' liability for mesothelioma claims under the tort system extrapolation method. This
estimate is dictated by his view on the key assumptions integral to a component-based forecast
for the Debtors—calibration period, average settlement value trend, nominal discount rate
applied to derive net present value, and the percentage of the mesothelioma diagnoses unlikely to
have arisen from occupational exposure to asbestos (i.e., derived from the non-occupational
incidence curve) that are included in the forecast.

As highlighted in Figure 9 below, Dr. Mullin will testify that the following assumptions
produce his "best" estimate: (i) a 3-year calibration window (broadly agreed to by the experts);
(i1) the historical (i.e., declining) trend in average settlement values; and (iii) inclusion of the

10% Non-ACP curve (consistent with Ms. Austin's analysis). These assumptions result in either

86 Mr. McKnight testified that the average U.S. Treasury yield from 1928 through 2024 was 4.5%. Transcript
of Deposition of David L. McKnight (May 12, 2026) ("McKnight Dep. Tr.") at 178:17-178:24.
87 Mullin Rep. 9 168.
88 Mullin Dep. Tr. 223:10-224:7.
89 Id. at 269:1-270:8.
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a $460 million or $510 million estimate for mesothelioma claims on a net present value basis, the

difference being whether the trust rate of return (6.11%) or the risk-free rate (4.5%) is applied.”

Scenario parameters Aldrich Murray
Calibr_ation ASV trend RECe _No_n-ACP Pending Future Pending Future
period rate incidence

5 years Hist. trend 6.50% 10% Non-ACP $70MM | $235 MM $35MM | $110 MM $450 MM
3 years Hist. trend 6.50% 10% Non-ACP $70 MM $225 MM $35 MM $120 MM $450 MM
5 years Hist. trend 6.11% 10% Non-ACP $70 MM $240 MM $35 MM $115 MM $460 MM
3 years Hist. trend 6.11% 10% Non-ACP $70MM | $235 MM $35MM | $120 MM $460 MM
10 years Hist. trend 6.50% 10% Non-ACP $75 MM $245 MM $35 MM $115 MM $470 MM
10 years Hist. trend 6.11% 10% Non-ACP $75MM | $255 MM $35MM | $120 MM $480 MM
5 years None 6.50% 10% Non-ACP $70 MM $245 MM $35 MM $130 MM $485 MM
3 years None 6.50% 10% Non-ACP $70MM | $240 MM $40MM | $140 MM $485 MM
5 years None 6.11% 10% Non-ACP $70 MM $255 MM $35 MM $135 MM $495 MM
3 years None 6.11% 10% Non-ACP $70 MM | $245 MM $40MM | $145 MM $500 MM
10 years None 6.50% 10% Non-ACP $75MM | $260 MM $35MM | $140 MM $505 MM
5 years Hist. trend 4.50% 10% Non-ACP $75MM | $275 MM $35MM | $125 MM $510 MM
3 years Hist. trend 4.50% 10% Non-ACP $70MM | $265 MM $40MM |  $135 MM $510 MM
10 years None 6.11% 10% Non-ACP $75MM | $265 MM $35MM | $145 MM $520 MM
10 years Hist. trend 4.50% 10% Non-ACP $75MM | $290 MM $35MM | $135 MM $530 MM
5 years None 4.50% 10% Non-ACP $75 MM $290 MM $35 MM $155 MM $550 MM
3 years None 4.50% 10% Non-ACP $70MM | $280 MM $40MM | $165 MM $555 MM
10 years None 4.50% 10% Non-ACP $75MM | $305 MM $35MM | $165 MM $580 MM

Figure 9: Component-based forecast range using 10% Non-ACP incidence (mesothelioma only)

IV.  WHEN DR. SACKETT'S DEPARTURES FROM ACCEPTED METHODOLOGY
AND HIS RELATED ERRORS ARE RECONCILED, DR. SACKETT'S
FORECAST IS WITHIN THE OTHER EXPERTS' RANGES

Dr. Sackett's $1.8 billion mesothelioma claims estimate, after taking account of the
Court's two motion in limine rulings, is still roughly three to five times higher than Dr. Mullin's
and Mr. McKnight's entire estimation ranges. This disconnect is driven by three categories of
errors employed by Dr. Sackett that deviate from accepted tort extrapolation methodology or
otherwise are unsupportable:

(1) erroneous additions of costs with no basis in the Debtors' tort system history;

(2) data and forecasting omissions that systematically bias his results upward; and

90 Mullin Reb. Rep. 9§ 95-96; Mullin Dep. Tr. 221:13-225:10; see also Mullin Reb. Rep., at Fig. 41; Ex. A
Fig. 41.
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3) unrealistic and unsupportable financial and economic assumptions that distort his
net present value calculation.
Each category of error has the convenient effect of materially increasing Dr. Sackett's estimate;
together, they produce an absurd result.

A. Eliminating Erroneous Additions Reduces Dr. Sackett's Forecast from
$1.8 Billion to $1.4 Billion®!

1. Verdicts (~$155 million Overstatement)

Dr. Sackett adds six future plaintiff verdicts to his estimate, each valued at $15.3 million.
He elects to do this notwithstanding the fact that, in 40 years of litigation, the Debtors had only
one verdict (against Aldrich). Murray had no verdicts. Thus, with one exception, all of the
roughly 500,000 claims that the Debtors historically have resolved were resolved by dismissal or
settlement.”? Dr. Sackett's inclusion in his estimate of six hypothetical future verdicts, three
against each Debtor, ignores the experts' charge in this Phase I Trial, which is to extrapolate from
the Debtors' actual tort system history.

Dr. Sackett's projected verdict amounts are even more unfounded.”® To calculate these
amounts, Dr. Sackett assumed that the Debtors would pay the entire face value of the average
mesothelioma verdict award from Mealey's litigation reports, without accounting for downward

adjustments like post-verdict offsets, appellate courts overturning verdicts or reducing them,

ot The totals set forth in this section include excess value largely created by Dr. Sackett's application of

improper inflation and discount rates, among other errors. This explains the difference between (6) verdicts
x $15.3 million = $91.8 million and the net effect, which is an overstatement of approximately $155

million.
2 Mullin Reb. Rep. 9 56.
% 1d. 7 58.
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apportionment to other defendants, and offsets from other recoveries.” Real-world data exposes
the distortion that this creates.

For example, in the past 10 years, John Crane Inc. ("JCI"), which provides a strong
comparable to the Debtors given its manufacturing and sale of asbestos-containing gaskets and
packing, has reported 24 plaintiff verdicts resolved for $40 million in payments to plaintiffs—an
average of less than $2 million per plaintiff verdict. Based on public information, the initial
verdict amounts for 21 of those 24 verdicts totaled approximately $195 million, or almost $10
million per verdict before they were reduced through offsets, post-trial decisions, or appeal.”

Dr. Sackett's use of face-value verdict amounts thus grossly overstates the expected recovery that
a plaintiff would receive from the Debtors by at least five-fold.”® It bears noting that, in addition
to plaintiff verdicts, JCI also achieved a significant number of defense verdicts during that same
time period.

2. Pending Claims (~$245 million Overstatement)

Dr. Sackett dramatically overvalues claims pending against the Debtors on the petition
date in several ways:

a. Abandoned Pending Claims

Dr. Sackett assigns substantial value to pending claims that had lingered in the tort
system for years prior to the petition date without resolution and that, history shows, likely have

been abandoned. The Debtors, not surprisingly, historically paid such claims very low amounts,

o4 1d.; Sackett Rep. 9 174-175.
95 Mullin Reb. Rep. § 59, Fig. 24.
% Id. 99 58-59. The Sackett Report does not assess whether the verdicts recorded in the Mealey's reports are

representative of all mesothelioma verdicts. In fact, they are not. Effectively, Mealey's publishes all the
large verdicts, but only a subset of small verdicts. Thus, the average verdict recorded in a Mealey's report
overstates the average value for all mesothelioma verdicts. Id. 9 58 n.49.
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if they paid them at all. Yet, Dr. Sackett assumes that hundreds of claims pending for more than
ten years on the petition date will be paid at the same values as recently filed claims.

The Debtors' data unequivocally demonstrates that pay rates and recoveries decline
dramatically with the age of a claim. 98% of the Debtors' mesothelioma claims are resolved
within five years of filing and claims pending less than 10 years receive almost all of the
Debtors' payments.”” If paid at all, claims pending over 10 years will receive a small fraction of
what Dr. Sackett assumes in his forecast.”® Average settlement values for these long-dated
claims are greatly reduced compared to claims resolved within three years of filing.”” Yet Dr.
Sackett never even considered that these very old claims had a greatly diminished likelihood of
payment and payment amount.'® As Dr. Martin explains, Dr. Sackett's approach is empirically
unsupportable and inconsistent with LAS's own recent historical treatment of aged claims.'?!

b. Unknown Disease Claims

Dr. Sackett significantly increases his mesothelioma claim estimate by assuming that
hundreds of pending claims identified as "unknown disease" in the Debtors' claims database are
actually mesothelioma claims, even though historically these so-called "unknown disease"
claims rarely, if ever, are mesothelioma claims.

To do this, Dr. Sackett takes pending claims where the claimant has not identified a
disease and reallocates them to a disease designation according to the distribution of pending

claims with known diseases. This results in a significant portion of these unknown disease

o7 Mullin Rep. 99 169-170 & Figs. 51-52; Mullin Reb. Rep. 9 38.
9% 1d. 9 35.
» 1d. at Fig. 18.
100 Sackett Dep. Tr. at 299:10-303:15.
101 Martin Reb. Rep. 9 23-24.
34-
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claims being redesignated as higher value mesothelioma claims. The data and the accepted
methodology both demonstrate that this is a serious error. As the testimony of Dr. Martin will
demonstrate, claims filed without disease information are disproportionately lower value non-
malignant claims, not mesothelioma claims, and should be valued accordingly.!??

Dr. Martin's review of LAS's own prior asbestos bankruptcy reports confirms this pattern.
In its Garlock (2013) report, LAS valued only the pending claims that alleged mesothelioma and
did not assume that any pending claims with an unknown disease would resolve as mesothelioma
claims.'® In earlier reports, LAS matched unknown-disease claims to known disease
distributions identified in public claims databases. In its ASARCO (2007) report, none of the
matched unknown-disease claims mapped to mesothelioma claims. Instead, almost all mapped
to a non-malignant disease. In its WR Grace, USG, Armstrong, GAF, Owens Corning,
Fibreboard, and Turner & Newall reports, only 1% to 2% of unknown-disease claims mapped to
mesothelioma.'® Thus, LAS's own historical work has assigned little to no value to unknown
disease claims, which is vastly different from what Dr. Sackett has done here.

The approach that LAS has used in other cases is consistent with Dr. Mullin's approach in
these cases—as is the outcome. Notwithstanding Ms. Austin's assertions that Dr. Mullin
"ignore[d] the possibility that a portion of the unknown disease claims are mesothelioma
claims,"'% Dr. Mullin performed a similar matching exercise to what LAS has done previously.
He compared the Debtors' "unknown" disease claims to publicly available claims data from the

Garlock and Specialty Products cases, claims information between the Debtors (in other words,

102 Martin Reb. Rep. 99 20-22.
103 Martin Reb. Rep. §21(a).

104 Id. 9 21(b); Transcript of Videotaped Deposition of Denise Neumann Martin, Ph.D. (May 5, 2026) ("Martin
Dep. Tr.") 49:22-50:2.

105 Austin Reb. Rep.  67.
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to compare where a claimant who identified a disease in a claim against Aldrich might not have
identified a disease in a claim against Murray, and vice-versa), and Personal Injury
Questionnaires ("PIQs")—information received from claimants as part of these bankruptcy cases.
Through that exercise, Dr. Mullin was able to match roughly half of all "unknown" disease
claims to a "known" disease. While Dr. Sackett speculates (without having done any analysis)
that 30% of unknown Aldrich claims and 20% of unknown Murray claims are mesothelioma
claims and should be valued as such, by actually looking at the data, Dr. Mullin determined the
106

combined number to be more like 2.5%.

c. "Off-Complaint" Claims

As part of their strategy to resolve the magnitude of claims against them in the tort
system, the Debtors entered into "off-complaint" group settlement agreements with three law
firms. Under these agreements, claimants did not name the Debtors in their lawsuits filed in the
tort system. Rather, the Debtors resolved their claims "administratively."'%” Since these law
firms did not file complaints against the Debtors, the Debtors agreed in such deals to toll the
statute of limitations for the firms' claims.

Due to the nature of the administrative settlement agreements, the only claims of which
the Debtors received notice, and, therefore, the only claims that were entered in the Debtors'
claims database, were the claims submitted for payment by these firms. Claims not submitted
for payment presumably were claims the three law firms determined were not valid against the
Debtors, likely due to a lack of exposure to asbestos components supplied with the Debtors'

equipment. We know this because the quantity of mesothelioma claims not presented by these

106 See Martin Dep. Tr. at 49:1-50:20 (noting that Dr. Sackett's reallocation methodology "doesn't pass the

blush test" and "doesn't have any basis in [ ] theory or evidence.").

107 Mullin Rep. 9 124 & n.138; Mullin Reb. Rep. §51.
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law firms for payment matches the quantity of mesothelioma claims that were filed by these law
firms that were being dismissed in the tort system prior to entering into the administrative
settlement arrangements. %

Nevertheless, Dr. Sackett assumes that essentially all of these claims that these three law
firms never submitted under the off-complaint agreements would somehow be asserted against
the Debtors years later in the tort system. This not only defies common sense, but, once again, is

contrary to a tort extrapolation from the Debtors' actual tort system history. If these claims were

compensable, they would have been submitted to the Debtors when they became ripe, i.e., at the

same time they were being asserted against other defendants in the tort system or bankruptcy
trusts. This is confirmed by the fact that the ratio of unsubmitted claims from the law firm with
the most claims under the off-complaint agreements is nearly identical to the ratio of dismissed
claims before the off-complaint agreements for this same firm.'%

Dr. Sackett's erroneous assumptions here have the effect of raising his propensity to sue
input for mesothelioma claims by 10-13% in his analysis,!!° thereby materially and
inappropriately increasing his overall mesothelioma claims estimate accordingly.

B. Data and Forecasting Omissions Account for $40 Million in Overstatement

Dr. Sackett also inflates his estimate through critical omissions in his data handling and
forecasting methodology. These omissions—(i) the failure to apply a resolution rate and (ii) the
selective truncation (or limitation) of data used—account for approximately $40 million of his

overstatement. Although smaller in magnitude than Dr. Sackett's other errors, these omissions

108 Mullin Reb. Rep. 4 50.
109 See e.g., id. Y 51-55.
10 [d. 44 50-55; Sackett Rep. 4 198-199.
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confirm the same pattern: whether purposefully or by mistaken coincidence, every one of Dr.
Sackett's departures from standard methodology increases his estimate.

1. Resolution Rate

Converting projected future claims into projected future payments requires, among other
things, two sequential steps: first, determining what percentage of filed claims will actually
resolve (the resolution rate); and second, determining what percentage of resolved claims will
result in payment (the pay rate).!!! Dr. Sackett omits the first step entirely: he applies no
resolution rate whatsoever.!'? At his deposition, Dr. Sackett confirmed this was no accident: he
testified that because his model runs out to 2059 and because this is a "full pay case," he wanted
to be "inclusive" of every claim.!'® Setting aside the fact that whether or not this is a full pay
case has no impact on whether or not claims will resolve in the tort system, Dr. Sackett's
assumption that all claims will resolve is contradicted by the Debtors' own data. Indeed, the
Debtors' data shows that a material number of claims, frequently over a decade old, are simply
abandoned in the tort system with no resolution of any kind. Dr. Sackett ignores this reality. Dr.
Martin likewise will confirm that Dr. Sackett's assumptions here are baseless and introduce
systematic upward bias.!'* Correcting for this omission decreases Dr. Sackett's mesothelioma
forecast by approximately 3%.

2. Data Truncation

In calibrating his pay rates, Dr. Sackett excludes from his dataset all claims filed before

2013, even though many of those claims were resolved within his calibration period of 2017

ot Mullin Reb. Rep. 99 76-77.

4 478,

13 Sackett Dep. Tr. at 123:16-124:15.

14 Mullin Reb. Rep. § 78; see also Martin Reb. Rep. Y 23-25.
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through 2019.'1> Because claims that are ultimately dismissed have historically taken longer to
resolve than claims that were paid, this truncation strips out the slower-resolving dismissals from
the data, thereby inflating the resulting pay rate.''® Dr. Sackett then applies this artificially
inflated, 2013-forward pay rate to hundreds of pending claims filed before 2013 without any
principled basis for doing so. When the selection bias is corrected and the full claims history is
used for calibration, pay rates decline.

Dr. Sackett offered no legitimate justification for his approach during his deposition.'!’
He could not explain why claims resolved in 2017-2019 but filed before 2013 should be
excluded from a calibration exercise designed to determine the pay rate for claims resolved
during the same 2017-2019 period. The only explanation is that including those claims would
have reduced the pay rate and lowered his estimate as a result. Here again, Dr. Sackett selected a
faulty analytical approach that drove up his estimate. Correcting these two omissions—the
missing resolution rate and the data truncation—reduces Dr. Sackett's mesothelioma forecast by

approximately $40 million.

C. Unrealistic Financial Parameters Account for Nearly $800 Million of Dr.
Sackett's Overstatement

Perhaps the most egregious of Dr. Sackett's erroneous assumptions is his use of a
negative real discount rate to derive the present value of claim payments to be made by the
Debtors for the next three-plus decades. Dr. Sackett assumes that a dollar received 10, 20, or
even 30 years in the future is worth more than a dollar received today—an assumption

completely at odds with the fundamental "time value of money" principle.''® Practically

113 Mullin Reb. Rep. 79.
ne  1d. 980.
17 Sackett Dep. Tr. 101:2-123:6.

s Mullin Reb. Rep. 9 64-74.
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speaking, if this were true, claimants should prefer to receive compensation 30 years in the future
rather than today. Clearly, this is not the case. In addition to being economically and practically
indefensible, Dr. Sackett's assumptions on this point lack empirical foundation. Dr. Sackett
admitted at his deposition that he could not name another period in U.S. history where a negative
real discount rate existed for more than a few years.!!’

Dr. Sackett produces a negative -2.2% real discount rate (i.e., a nominal discount rate
minus an inflation rate) by applying (a) an aberrationally low 1% nominal discount rate, and
(b) an arbitrarily high annual inflation rate of 3.2% for future average settlement values. Dr.
Sackett's use of a negative real discount rate to estimate nearly 40 years of future claims
ultimately accounts for nearly $800 million in his estimate. More than any other shortcoming in
his opinion, this defies common sense. The Court should discredit Dr. Sackett's testimony on
these points as it will provide the Court with absolutely no guidance to achieve a realistic
estimate of the present value of the Debtors' current and future mesothelioma liabilities.

1. Inflation Rate for Future Average Settlement Values

Dr. Sackett assumes that the Debtors' future average settlement value will increase by
3.2% annually based on two critical analytical errors.

First, as noted in section II1.B.2, supra, Dr. Sackett does not account for the fact that the
typical mesothelioma claim against the Debtors as the years pass will be less valuable as a result

of, among other things, the increasing average age of a claimant and the decreasing duration of

19 Sackett Dep. Tr. at 237:9-240:5 (citing, for example, the 2008 financial crisis); see Martin Dep. Tr. 151:4-
152:14 ("[Dr. Sackett]'s creating this situation that we've never seen before for any period of time and just
couldn't potentially persist for the next 40 years of his -- his forecast."). Moreover, in each of the long-term
budget reports issued by the Congressional Budget Office ("CBQ") from September 2020 through March
2025, the average 10-year real rates expected over the period 2020 to 2055 (approximately the period of
Sackett's forecast) were projected to be positive. These reports also include data on historical real interest
rates on 10-year Treasury notes. These rates were also positive, on average, over the 30 years prior to the
start of Sackett's estimation period. Martin Reb. Rep. § 39 (citing sources).

-40-
NAI-5013036940



Case 20-30608 Doc 3270 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc Main
Document  Page 47 of 63

claimants' exposure to asbestos-containing components in the Debtors' equipment. These effects
can be seen in the Debtors' tort history. Annual average settlement values for Murray have
declined at a rate of more than 2% per year over the past 10 years, a period during which the
Consumer Price Index ("CPI") (which measures general inflation) continued to show positive
inflation.'?® Analysis of Aldrich's average settlement values for the past 10 years also shows a
modest decline.!?!

Dr. Sackett assumes this history will not only cease at the petition date, but will reverse
and claim values will suddenly increase by 3.2% annually for decades to come. Dr. Sackett
testified that he is "operating under the assumption that [ ] settlement values will increase with
inflation" simply because "in general, that's what happens—prices go up over time due to
inflation."'?? There is no doubt that inflation is real, but an economist would not blindly inflate
future claim values, where, as here, the average claim of today is very different from the average
claim of tomorrow. The analysis is not as simple as noting that, for instance, food costs are
inflating (although computer chip costs are deflating). Dr. Sackett admitted at his deposition that
the Debtors' historical average settlement values have been "fairly stable" and that he did not find
an increase over the years he examined.'?® In other words, Dr. Sackett inflates future settlement
values based on an assumption that is directly contradicted by the Debtors' data that illustrates

the aging of the claims fully offsets, and even exceeds, the impact of general inflation.

120 See Figs. 7, 8, supra; Mullin Reb. Rep. 49 68-70, Figs. 29-30.

121 Id
122 Sackett Dep. Tr. at 189:1-20.
123 Id. at 211:13-212:9. Dr. Sackett and Dr. Mullin calculated essentially the same constant-dollar average

settlement values—3$56,000 for Aldrich and approximately $92,000-$93,000 for Murray. Id. at 149:8-
150:8; see also Mullin Reb. Rep. q 28, Fig. 10.
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Second, Dr. Sackett chose an inflation rate of 3.2% annually (roughly 50% higher than
general forecasts) by blending equally three underlying inflation rates: the CPI, the Medical Care
Consumer Price Index (which projects inflation for medical costs), and the government
employee portion of the Employment Cost Index (which projects inflation in the value of
benefits for government workers).!?* Dr. Sackett cannot justify why these indexes are
appropriate benchmarks at all, or why it was appropriate to weight them equally.'?> When asked
at his deposition why he chose these three indexes, Dr. Sackett testified that "they approximate
my understanding of components that would go into a settlement for [an] asbestos claim" but
conceded that he had "not yet seen any data for this case that breaks down the settlements" and
that his blended rate was merely "an approximation of categories that I think would go into it."!?°
When asked what basis he had for weighting the indexes equally, Dr. Sackett conceded: "I had
no data to privilege one over the others."'?” This is not expert methodology; it is pure
speculation.

Dr. Sackett's reliance on these indexes is misplaced. With respect to the CPI, the
Debtors' data demonstrates that the mesothelioma claims against them are not like consumer
goods that are subject to standard inflationary price increases. Notwithstanding sustained
positive general inflation in the economy, the Debtors' mesothelioma settlement values have not

increased. Dr. Sackett himself recognizes this.!?® And, by using the blended rate that he does

124 Mullin Reb. Rep. § 65; Sackett Rep. 9 98-99.

125 Of note, Dr. Sackett used an inconsistent approach to inflation across his own forecast. For "current"
claims resolved in the 2020-2025 period, Dr. Sackett applied actual observed CPI inflation of 2%. Mullin
Reb. Rep.  65. But for future claims from 2026 onward, he switched to his higher blended rate of 3.2%.

Sackett Dep. Tr. at 193:17-196:17; Sackett Rep. at Table 6A n.2.
126 Sackett Dep. Tr. at 200:4-16.
127 Id. at 204:13-22.
128 Id. at 211:13-212:9.
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(i.e., adding in the Medical Care CPI and Employment Cost Index), Dr. Sackett acknowledges
the basic principle that, while general inflation averages price changes across a bundle of goods,
most prices deviate from that general trend—in these cases, the deviation is for the "price" or
value of future mesothelioma claims. The only way to know if the Debtors' settlements follow
general inflation—which the historical evidence shows they do not—is by looking at the
Debtors' settlement history, precisely what Dr. Mullin did in his analysis.

Dr. Sackett's inclusion of the Medical Care CPI is likewise flawed. He admitted at his
deposition that his understanding of what Medical Care CPI measures is based on, "[a]t some
point," having "read the description of what it says when you download it," but he could not

recall the precise description.!'?’

Moreover, Dr. Sackett conceded that he has never applied
Medical Care CPI to any forecast before these cases.'*® There is thus no track record or accepted
practice—even in Dr. Sackett's own work—to support his inclusion here. And as Dr. Mullin will
explain, when public information on recent mesothelioma verdicts is examined, medical costs
represent on average only about 7% of total verdict amounts, further confirming that medical
costs are a small factor in asbestos claim values and should not be given one-third weight in an
inflation index.!*' In any case, medical costs already are reflected as a 9% weight within the CPI
itself; double-counting medical inflation through a separate Medical Care CPI component thus
artificially inflates Dr. Sackett's blended rate.!'*?

Finally, the state and local government benefits portion of the Employment Cost Index

that Dr. Sackett applies has no relevance here. Indeed, at his deposition, Dr. Sackett strained to

129 Sackett Dep. Tr. at 202:19-203:7.
130 1d. at 203:8-204:5.
31 Mullin Reb. Rep. § 66 & n.64.

132 1d. at 4 66.
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explain why he used this index. His reasoning ultimately relies upon a string of attenuated and
unsupported assumptions. He testified that he selected the state and local government benefits
index rather than wages because asbestos claimants are older and, thus, less likely to be working
and earning wages.'3> Though no longer working, he assumes that asbestos claimants were
likely industrial workers, who he assumes have certain undefined retirement benefits, because he
assumes they were likely in unions.'** Though he admitted that future mesothelioma claimants
were more likely private sector rather than government employees, he assumes that their
hypothetical retirement benefits established decades ago are more analogous to the current value
of public sector employment benefits because of what he termed "stability."'*> When asked
whether he performed any analysis to determine whether his assumptions were reasonable, Dr.
Sackett admitted that he did not.!*

2. Discount Rate'?’

In asbestos-related bankruptcy cases, most claims being estimated typically will be
asserted decades into the future, frequently described as "future claims." Bankruptcy courts

charged with estimating asbestos-related claims generally use the petition date as the

133 Sackett Dep. Tr. at 205:1-206:13.

134 Id. at 206:3-18 ("[G]iven that a lot of them are industrial workers of some sort, they were likely in unions.

They would have a retirement benefit plan of some sort that came out of that.").

135 Id. at 206:18-207:2 ("I used the benefit index for state and local government workers because -- partly

because it's more stable from the private sector and these benefits come from the past when benefits were
more stable in the private sector."); id. at 207:10-208:21 ("I was looking for stability over time and the
benefits of what state and local governments are -- state and local governments employees because they are
done by contract as it used to be in the past for industrial workers, I think, tend to believe stable over
time.").

136 1d. at 208:1-7.

137 The Debtors set forth various arguments as to why Dr. Sackett's discount rate is inappropriate in Debtors’

Motion in Limine to Preclude Opinions Asserted by the Committee's Experts on Discount Rates [Dkt. 3185]
(the "Discount Rate MIL"). So as not to restate each of those arguments in this Pretrial Brief in full, the
Debtors incorporate by reference each of the arguments set forth in the Discount Rate MIL as if fully set
forth herein.
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demarcation between current and future claims. As a result, future claims are discounted to
present value at the petition date in order to put them on equal footing with current claims.!*
The goal of present-value calculations, here and in analogous contexts, is to identify the sum to
be awarded at the time of judgment or payment, that, together with interest, will (through
investment) produce an amount equal to the value of the damages.'*

While Dr. Mullin and Mr. McKnight apply consistent nominal discount rates in their
analyses (ranging from 4.5% to 6.5%), Dr. Sackett uses a 1% nominal discount rate derived from
the "spot" rates of various Treasury securities that existed on the June 18, 2020 petition date,
during the height of the COVID pandemic. As detailed below, there are several reasons Dr.

Sackett's 1% discount rate is inappropriate for discounting the Debtors' liability to present value.

a. The Court Should Select a Discount Rate Best Suited for the
Circumstances of these Cases

The primary purpose of estimation in these cases has always been to assist the parties in
establishing the amount of trust funding sufficient to satisfy the Debtors' asbestos liability and
formulating a plan of reorganization. In the Estimation Motion, the Debtors stated: "[I]n
contested cases like these, estimation often is critical (and, indeed, the only effective device) to
address the central dispute in the case—the amount of funding sufficient to satisfy a debtor's

asbestos liability through a section 524(g) trust."'** While the ACC now argues that the purpose

138 See In re Garlock Sealing Techs., LLC, 504 B.R. 71, 88 (Bankr. W.D.N.C. 2014) ("Finally, a discount rate
should be applied to bring the future nominal value of claims back to the petition date.") (citing In re Eagle-
Picher Indus., Inc., 189 B.R. 681, 682 (Bankr. S.D. Ohio 1995)).

139 See Masters, Mates & Pilots Pension Plan v. USX Corp., 900 F.2d 727, 733 (4th Cir. 1990) ("An interest
rate, or rate of return, is applied in order to determine what present amount of investment will yield the
future amounts required to satisfy those vested benefits.... The higher the assumed rate of return, then the
less present investment is needed to pay out the future benefits."); In re Birdneck Apartment Assocs., 11
L.P., 156 B.R. 499, 508 n.15 (Bankr. E.D. Va. 1993) ("The discount rate is the rate of return which equals
the sum of the real rate of return anticipated in the investment, plus a change in value and any risk
premiums associated with the specific investment when compared to alternative investments.").

140 [Dkt. 833] 9 19 (emphasis added).
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of estimation is "not to determine a funding amount for a trust," it never explains what the
purpose of estimation allegedly is, apart from "exploring the full measure of the Debtors'
41

asbestos liabilities in the tort system" for some unnamed purpose.’

b. The Court Should Not Accept a Discount Rate Based on Stale and
Abnormally Low COVID-Era Interest Rates

Dr. Sackett's use of a discount rate based on the "spot" prices of Treasury securities on
the petition date (and Ms. Austin's testimony supporting the use of that rate) should be rejected.

As a threshold matter, it is premised on nothing more than inadmissible (and incorrect)
legal opinion that 11 U.S.C. § 502(b) and prior case law "requires" the use of spot rates of
Treasury securities from a single day, six years ago. Section 502(b) provides only that the court
"shall determine the amount of such claim in lawful currency of the United States as of the filing
of the petition ...." 11 U.S.C. § 502(b). The purpose of the "as of the filing of the petition"
language here is to fix which claims are subject to estimation and assure the claims—current and
future—are placed on equal footing. Nothing in section 502(b)'s text mandates or suggests that a
court must select a discount rate based on rates that existed on the petition date. This district, in
the Garlock bankruptcy, has previously used projections of long-term interest rates at the time of
the estimation made two years after the petition date in evaluating the present value, as of the

petition date, of a debtor's aggregate asbestos liability based on forecasted discount rates that

141 Objection to Debtors' Motion in Limine to Preclude Opinions Asserted by the Committee's Experts On

Discount Rates, In re Aldrich Pump LLC, No. 20-30608 [Dkt. 3224] (the "ACC Obj.") Y 44.
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were published two years later.'*> There is no credible dispute that in Garlock the accepted

expert estimate "valued asbestos liabilities as of the petition date.

nl43

Moreover, there is no dispute that the discount rate advocated by the ACC and its experts

is based on interest rates from an aberrational, policy-distorted period coinciding with the height

of the COVID pandemic.'* Dr. Sackett himself agreed that the interest rate he used was "very

low,

certainly within a period in which they were the lowest point in recent history," and

"counterintuitive to the time value of money in general."'*> As detailed in the Discount Rate

142

143

144

145

See In re Garlock, 504 B.R. at 97; Report of Charles E. Bates, PhD (Feb. 15, 2013), at 117 n. 59 (indicating
use of CBO's 2012 Long-Term Budget Outlook in a case where the bankruptcy petition was filed in 2010)
(attached as Ex. B to Discount Rate MIL); see also In re Eagle-Picher Indus., 189 B.R. 681, 692 (Bankr.
S.D. Ohio 1995) (using mid-point of "current" interest rates used by two experts in their estimations). The
Debtors appreciate that some courts in asbestos estimations, such as Specialty Products and Owens
Corning, have used interest rates that existed at or near the time of the petition date. But neither case held
that 11 U.S.C. § 502(b) required that, and in neither case was there any argument or indication that the
interest rates used were abnormal or different than current rates.

The Court in Eagle-Picher also accepted the use of a discount rate taken from rates existing as of the date of
estimation, not the petition date. See In re Eagle-Picher Indus., 189 B.R. at 692 ("Florence has suggested a
6.3% discount rate, while Peterson employs a 5.8% discount rate. Both Florence and Peterson understood
these to approximate the current risk-free discount rate, and we accept their testimony. We think it fair to
employ for present purposes a discount rate of 6%.") (emphasis added). The ACC's suggestion that it is not
clear what the Court meant by "current" interest rates is proven false by a review of the rates in place at the
time. On January 7, 1991, the petition date in Eagle-Picher (see 189 B.R. at 683), the interest rates on
Treasury securities ranged from 6.71% (three-month) to 8.32% (30-year). See
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/daily-treasury-rate-archives/par-
yield-curve-rates-1990-2023.csv (excerpts attached as Exhibit F). The estimation hearing in Eagle-Picher
was held in September and October of 1995. See In re Eagle-Picher Indus., 203 B.R. 256, 262 (S.D. Ohio
1996). On September 1, 1995 the discount rate on Treasury securities ranged from 5.45% (three-month) to
6.61% (30-year). See Ex. F. The discount rates used by Dr. Peterson (5.8%) and Dr. Florence (6.3%) in
Eagle-Picher align with the interest rates as of September 1, 1995, not the January 7, 1991 petition date.

See Mullin Reb. Rep. 9§ 74 (noting Dr. Sackett used "an abnormally low discount rate from the beginning of
the COVID-19 pandemic, a period characterized by extraordinary market conditions which resulted in U.S.
Treasury yields at their lowest in the last 25 years."); Martin Reb. Rep. 4 38(b) (noting "the nominal
discount rate expectations applied by Sackett were formed during Covid, a highly unusual economic
period"); Martin Dep. Tr. at 150:22-157:1 (critiquing Dr. Sackett's use of "extremely low," anomalous rates
during Covid which were impacted by market distortions, noting it is inappropriate to apply a "wildly
aberrational period" to a long-term liability forecast); Brattle Rep. 497 n.91 (noting rates in 2020 "were
depressed, in part, by concerns for the economy of the impact of Covid-19"); Brattle Reb. Rep. 9 10, 43-
48 (discussing crisis conditions and extraordinary market intervention that resulted in low rates as of June
2020 and noting "it is standard in finance and regulatory practice to avoid anchoring discount rates in
temporarily distorted spot conditions").

Sackett Dep. Tr. at 221:18-222:11; 238:17-240:5; 242:19-243:5; 374:7-375:1.
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MIL, courts routinely reject the use of discount rates derived from such abnormal periods,

especially for discounting long-term liabilities.'*® Both Trevino and Palmer criticized the use of

aberrational discount and/or inflation rates, the same problem with the ACC experts' approach

here.!*” The ACC's claim that Thomas "does not explain the specifics of the expert opinion's

deficiency beyond the application of a per se rule" established in Culver v. Slater Boat Co., 722
F.2d 114, 122 (5th Cir. 1983), is not correct. The primary reason for the court's holding was the
plaintiff expert's discount rate was "based on temporary conditions and does not support a
negative discount rate extending decades into the future."!'*® That is precisely the problem with
the ACC experts' approach here.'*’

In addition, basing a discount rate on interest rates that briefly existed six years ago does
not align with the purpose of estimation in these cases, which should be to determine the amount
of money that will be sufficient to fully satisfy the Debtors' current and future asbestos-related

liability as such liability is paid. Imagine if the inverse were true and the discount rates as of the

146 See Discount Rate MIL 9 41-42 (discussing Trevino v. United States, 804 F.2d 1512 (9th Cir. 1986);
Palmer v. Asarco Inc., 2007 WL 2381242, at *3 (N.D. Okla. Aug. 13,2007); Thomas v. T.K. Stanley, Inc.,
2014 WL 12814614, at *1 (E.D. Tex. Oct. 28, 2014)).

147 See Trevino, 804 F.2d at 1519 (holding it is "impermissible to select a time period over which to compare

inflation and interest rates that provides a decidedly aberrational result"); Palmer, 2007 WL 2381242, at *3-
4 (rejecting use of negative real discount rate based on finding that use of inflationary rates as far back as
1947 was unreliable).

148 2014 WL 12814614, at *1; see also id. at *2 ("Additionally, Stevens bases his opinion on apparently
temporary economic conditions that do not reflect historical trends. The court finds his analysis does not
support a negative net discount rate of that magnitude, extending some fifty years into the future.").

149 Thomas cited Culver v. Slater Boat Co., 722 F.2d 114, 122 (5th Cir. 1983), for the proposition that a
negative discount rate of -1.5% might be acceptable, "if properly supported by expert testimony." 2014
WL 12814614, at *2. That aspect of Culver was not "overruled or abrogated by multiple other courts."
ACC Obj., 9 40. Rather, those decisions rejected Culver's holding that courts should generally use a below-
market discount rate as the sole method to adjust loss-of-future-earnings awards to present value. See
Beltran v. NCL Corp., Ltd., 2017 WL 4270618, at *7 (S.D. Fla. Sept. 26, 2017). The Beltran and Calva-
Cerqueira cases cited by the ACC are inapposite. Beltran did not accept a negative rate, but merely
rejected the argument that one was "per se unreliable." And in Calva-Cerqueira, the court accepted net
discount rates of 0% and -0.5% because it had a "reasonable basis" under those specific facts. 281 F. Supp.
2d 279, 298 (D.D.C. 2003).
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petition date were abnormally high and materially greater than the rates as of the time of trust
funding. The ACC would undoubtedly object to the use of six-year-old interest rates, as such
rates would result in a present-value calculation hundreds of millions of dollars less than would
be the case if current rates were used. Using current rates is also consistent with bankruptcy
courts' use of "prevailing" and "current" rates in determining present value in connection with
common confirmation issues.'*

c. The Court Should Require Use of a Discount Rate Consistent With
How a Trust Created Here Would Invest the Funds

A key consideration driving the parties' differing discount rates is whether it should be
based on a risk-free rate—commonly associated with U.S. Treasury securities—or the likely rate
that an asbestos trust would earn on its invested assets. Dr. Sackett's report did not explain why
he used a risk-free rate.”! As discussed below, Ms. Austin opines that the "appropriate
benchmark" for a discount rate here should be a risk-free rate.!>> However, the Court should
require use of a discount rate that approximates the rate of return a section 524(g) trust
established in these cases would likely earn on its various investments for several reasons.

First, the purpose of discounting here and in analogous contexts is to determine "what
present amount of investment will yield the future amounts required to satisfy" future
liabilities.'>* As with any asbestos bankruptcy trust, the trust established in these cases will
retain professional investment advisors and invest the funds in a diversified and relatively

conservative—though not risk-free—portfolio of assets comprised principally of debt

150 See Discount Rate MIL, § 37, n.15.

151 See Sackett Rep. 9 99.

152 Austin Reb. Rep. § 57.

153 Masters, Mates & Pilots, 900 F.2d at 733; In re Birdneck, 156 B.R. at 508.
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instruments (corporate, municipal, and U.S. government), equity, and alternative investments.'>*

The Court should employ a discount rate consistent with this indisputable fact.!>> A discount
rate that materially understates the trust's likely investment returns will not assist the Court in
evaluating if the proposed trust funding is fair and equitable.

Indeed, when Dr. Sackett is retained by asbestos trusts to provide cash-flow forecasts for

™

setting those trusts' "payment percentages," he uses an "estimate of the rate of return of the trusts'
assets going forward" provided by the trusts' financial professionals in selecting a discount
rate.® This is hardly surprising, but rather simply a reflection that asbestos trusts invest in
something different than risk-free Treasury notes. There is no basis to stray from that approach
here.

Second, none of the reasons proffered by the ACC or its experts support using a risk-free
rate here. Ms. Austin offers nothing but misguided and erroneous legal argument. She asserts
that "in the tort system context, as ordered by the Court, there is no trust for the Debtors and no
consideration of a trust."'3” Thus, she maintains, "any analysis of the returns (and premium) of
the 524(g) asbestos trusts should be rejected."'>® Again, Ms. Austin ignores that the purpose of

estimation should be to determine an appropriate amount to place into an asbestos trust in

connection with a confirmed plan in these cases.

154 See Mullin Rep. q 166; Brattle Rep. 497 n. 92.

155 See In re Denke, 524 B.R. 644, 653 (Bankr. E.D. Va. 2015).
156 Sackett Dep. Tr. at 216:7-217:12.

157 Austin Reb. Rep. § 57.

158 Id.; see also id. 37 ("As an initial matter, it is my understanding that consideration of an asbestos trust is
not relevant for Phase I of the estimation."); id. 9 62 (claiming Dr. Mullin "fails to establish that the returns
of 524(g) trusts are relevant for valuing asbestos claims in the tort system," stating "[c]laims that are paid
through a trust are not part of a tort system estimate").
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Ms. Austin next asserts that the "appropriate benchmark should remain a risk-free rate
because claimants are effectively involuntary creditors who have not agreed to assume risk."!>
Accordingly, she reasons, "historical returns earned by [a] trust, which has voluntarily agreed to
assume invest[ment] risk, are therefore not material to the determination of the proper discount
rate."'®" Apart from being mere legal argument, Ms. Austin's opinions are again counterfactual.
The funding provided by the Debtors will be placed into a bankruptcy trust, not paid directly to
tens of thousands of individual current and future claimants. That trust will then invest those
funds—conservatively, but not at risk-free rates.

While Ms. Austin does not cite any authority for her assertion, she and the ACC may be

relying on a well-known Supreme Court case, Jones & Laughlin Steel Corp. v. Pfeifer,'! holding

that the discount rate to be applied in calculating awards for lost future earnings in personal
injury cases "should be based on the rate of interest that would be earned on the 'best and safest
investments."'®? In Chesapeake, the Supreme Court had earlier held that the discount rate
should be based on the "best and safest investments" because it cannot be assumed that the
injured plaintiff would have the "financial experience and skill" necessary to invest in higher
163

yielding investments.

The underlying premise of Pfeifer and Chesapeake does not apply here. Again, the

"lump sum" paid in these cases will not be paid to tens of thousands of current and future

159 Id. §57.
160 1d.
161 462 U.S. 523 (1983).

162 1d. at 537 (quoting Chesapeake & Ohio R. Co. v. Kelly, 241 U.S. 485 (1916)); see also Hargus v. Ferocious
& Impetuous, LLC, 2015 WL 1743049, at *3 (D.V.1. Apr. 14, 2015) (citing Pfeifer for proposition that "the
trier of fact must determine what net discount rate to apply such that a plaintiff entitled to a damages award
is awarded a lump sum that, if safely invested, will provide him with an amount equivalent to his future
damages").

163 Chesapeake, 241 U.S. at 490.
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claimants, many of whom may lack investment experience, but rather to a trust that will hire
professional investment advisors and invest the funds consistent with a prudent investor standard
(i.e., not simply in risk-free Treasury securities).!®* Pfeifer itself recognizes it is necessary to
consider "how one expects the plaintiff to invest the award," noting the plaintiff might invest
"exclusively in safe short-term notes, reinvesting them at the new market rate whenever they
mature," or in "a mixture of safe short-term, medium-term, and long-term bonds, with one
scheduled to mature each year of his expected worklife."'%> Courts have cited that language in
situations where something other than a risk-free rate is or may be appropriate, even in personal

injury cases. For example, in Culver v. Slater Boat Co.,'*® the Fifth Circuit stated that in

"computing the [discount] rate to be used, it is essential to determine how the award will be
invested."'®” Likewise, in Hargus, the court declined plaintiff's request to take judicial notice
that the appropriate discount rate should be based on U.S. Treasury securities. Citing Pfeifer and
Culver, the court noted "it is necessary to consider 'how one expects the plaintiff to invest the
award"" and then found the plaintiff had "failed to meet his burden of laying a foundation" to

support the use of a risk-free discount rate based on U.S. Treasury securities.!¢®

164 See Teachers Ins. & Annuity Ass'n of America v. Ormesa Geothermal, 791 F. Supp. 401, 417 (S.D.N.Y.
1991) (rejecting applicability of Pfeifer, noting "although it may not be appropriate to force unsophisticated
individuals to assume risks in investing monetary rewards, those same concerns do not apply to
sophisticated investors such as Teachers").

165 Pfeifer, 462 U.S. at 542 nn.23 & 26.
166 722 F.2d 114 (5th Cir. 1983), rev'd on other grounds, 486 U.S. 330 (1988).

167 Id. at 118; see also id. at 122 (noting "discount rate may be affected by the fact-finder's assumption about
the type of investment the plaintiff will choose").

168 Hargus, 2015 WL 1743049, at *4 (quoting Pfeifer, 462 U.S. at 542 n.26). See also Hines v. McDonald's
USA. LLC, 2026 WL 754963, at *18 (N.D. Ill. Mar. 17, 2026) (rejecting plaintiff's motion in employment
discrimination case to prevent defense expert from testifying about the use of non-risk-free rates, stating
"Pfeifer does not establish the kind of categorical rule that Plaintiffs assert").
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The proper application of Pfeifer received extensive attention in a recent New Mexico
district court's opinion in Clements, where the court rejected the plaintiff's expert's use of a 1.5%
discount rate based on U.S. Treasury securities. After noting in a prior order that "[i]t seems ...
an annuity is a better investment because it offers a higher interest rate than a U.S. Treasury Bill,
and is comparably safe," the court asked plaintiff's expert to submit a supplemental report
calculating damages using a discount rate based on current long-term annuity rates.!®® The
expert "declined" to provide that analysis and instead "went outside his area of expertise and
cited to seven legal authorities" that allegedly supported his use of U.S. Treasury rates. After
admonishing that it "does not need [the expert's] assistance with legal analysis,"!” the court
appointed an expert under Federal Rule of Evidence 706(a). The court ultimately adopted that
expert's recommendation of a 3% real discount rate, which represented a "diversified portfolio”
that was "conservatively" invested consistent with the prudent investor rule.!”! Interestingly, this
is exactly the same net discount rate that the court in Garlock accepted from the Debtors' expert
report.!”?

Ms. Austin's suggestion that a risk-free rate is always the "accepted" approach in asbestos
bankruptcies is likewise inaccurate. Some, largely older, asbestos bankruptcies used a risk-free
rate, but typically in situations where the debtor was insolvent and thus apparently had no reason

to dispute the use of a risk-free rate that increased the present value of the liability. And the risk-

169 United States v. Clements, 828 F. Supp. 3d 1179, 1196 (D.N.M. 2026). The court noted that the "use of the
U.S. Treasury Bill rate appears to be either a simplistic crutch based on a mistaken impression that [Pfeifer]
requires it, ... or a reflection of previous investment patterns when Treasury Bills may have been preferred
to other investment options," and then approvingly cited recent cases that selected higher discount rates
based on triple A-rated corporate bonds and fixed payment annuities. Id. at 1200-01.

170 Id. at 1186.
17 Id. at 1200.
172 Garlock, 504 B.R. at 97.
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free nominal discount rates used in those cases were nearly always in the 3.5% to 6.0% range—
closer to the discount rates proposed by the Debtors and the FCR here—and certainly not based

on aberrational rates inverting the time value of money. Moreover, In re Paddock Enterprises,

the most recent confirmed asbestos bankruptcy plan, is instructive. There, Thomas Vasquez,
Ph.D., a long-time expert in asbestos and other mass-tort bankruptcies, issued a declaration on
behalf of the Future Claimants Representative in support of plan confirmation.!”® He was the
only expert to submit a report or estimate the liabilities for purposes of plan confirmation. There,
Dr. Vasquez reduced future claims to present value by using a discount rate based on the rates
n174

"similar to the rates earned by other existing asbestos trusts.

D. Correcting All of Dr. Sackett's Analytical Errors Provides an Estimate
Within the Ranges Proffered by Dr. Mullin and Mr. McKnight

In critical ways, Dr. Sackett chose to deviate from accepted tort system extrapolation
methodology. Rather than recognize the Debtors' long-term strategy of avoiding trials and, thus,
assume that trials would not occur in the future, Dr. Sackett elected to "forecast" six plaintiff
verdicts against the Debtors in the future. Rather than actually try to match unknown claims to
known sources, or recognize the influx of low-value non-malignant claims many years ago, Dr.
Sackett simply chose to reallocate unknown claims, often very old claims, into far more valuable
mesothelioma claims. Rather than observe the data that supports a declining trend for the
Debtors' settlement values, Dr. Sackett elected to inflate those values in the future not by the
CPI, but by a weighted measure roughly 50% higher than the CPI. Rather than use a discount

rate that is actually indicative of the cash flows needed to fully compensate claimants in these

173 See Declaration of Thomas Vasquez, Ph.D. in Support of Confirmation of Second Amended Plan of
Reorganization for Paddock Enterprises, LLC Under Chapter 11 of the Bankruptcy Code (attached as
Exhibit G).

174 See id. 9 23 (emphasis added).
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cases, Dr. Sackett chose to use an aberrational spot interest rate that is inconsistent with
government forecasts for interest rates over the decades that the claims will be paid in the future.
Uncannily, every single one of these decisions made by Dr. Sackett fell on the side of making his
estimate bigger, often dramatically so.

Not surprisingly, when all of these errors are stripped away, Dr. Sackett's mesothelioma
estimate falls within the ranges proffered by the other two affirmative experts in these cases, as

shown below.

Corrected Sackett Estimate (Mesothelioma) Aldrich Murray Total ‘
Sackett Report mesothelioma claim payments $1,140 MM $680 MM $1,815 MM
Largest forecasting errors

Verdicts ($75 MM) (80 MM) (155 MM)

Pending claims ($150 MM) ($95 MM) ($245 MM)

ASV trend (assuming 0% trend) ($300 MM) ($170 MM) ($470 MM)

Discounting (assuming 6.11% rate) (205 MM) ($115 MM) (320 MM)
Subtotal $405 MM $225 MM $630 MM
Omissions

Resolution rate ($15 MM) ($10 MM) ($20 MM)

Data truncation ($0 MM) ($20 MM) ($20 MM)
Corrected Sackett Report total $390 MM $200 MM $585 MM
Reconcile to Mullin Report best estimate

Use of 10% Non-ACP incidence curve ($15 MM) ($10 MM) (525 MM)

Application of Historical ASV trend ($15 MM) ($25 MM) ($40 MM)

Remaining differences!’ ($55 MM) ($5 MM) ($60 MM)
Mullin Report best estimate $305 MM $160 MM $460 MM176

CONCLUSION

The record in this Phase I Trial tells a consistent story. Three experts agree on the
general methodological framework that governs a tort-system extrapolation of the Debtors'

asbestos liability. They rely on the same data to conduct the analysis. Two experts representing

175 The remaining differences represent residual errors in relatively small amounts that are too numerous to

detail herein (e.g., unaccounted for duplicate claims).

176 All numbers are rounded to the nearest $5 million and are correct, despite what appear to be mathematical

discrepancies in the totals and subtotals, which are caused by such rounding.
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different constituencies with different interests achieve similar results—powerful evidence that
their analyses are sound.

Dr. Sackett departs from that consensus—and he does so dramatically, arriving at an
estimate many multiples higher than that of the other two experts. That outlier result is not the
product of a reasonable difference in professional judgment. It is the product of a series of
strategic choices made by Dr. Sackett—each of which pushes his estimate higher, and none of
which finds the requisite support in the Debtors' actual tort-system experience, in theory, in fact,
or in law.

For these reasons and the other reasons set forth in this Pretrial Brief, the Court should
reject the ACC's estimate and should instead estimate the Debtors' liability for present and future
mesothelioma claims consistent with Dr. Mullin's $460 million "best" estimate. This number
reflects the Debtors' actual tort-system experience and is supported by sound methodology and

the well-reasoned analysis of qualified experts.
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Figure 29: Component-based range of future claim payments by the Debtors as of their Petition date

Scenario parameters

All diseases

Mesothelioma only

Calibration ASV Discount Non-ACP
period inflation rate incidence

5 years Hist. trend 0% Non-ACP $85 MM $270 MM $40 MM $130 MM $525 MM $70 MM $220 MM $35 MM $105 MM $430 MM
3 years Hist. trend | 6.50% 0% Non-ACP $80 MM $260 MM $45 MM $140 MM $525 MM $65 MM $215 MM $35 MM $115 MM $430 MM
10 years Hist. trend 6.50% 0% Non-ACP $90 MM $280 MM $40 MM $140 MM $545 MM $70 MM $230 MM $35 MM $110 MM $445 MM
5 years None 6.50% 0% Non-ACP $85 MM $280 MM $45 MM $155 MM $565 MM $70 MM $230 MM $35 MM $125 MM $460 MM
3 years None 6.50% 0% Non-ACP $80 MM $270 MM $45 MM $165 MM $565 MM $65 MM $225 MM $40 MM $135 MM $465 MM
5 years Hist. trend 6.50% 20% Non-ACP $90 MM $300 MM $40 MM $140 MM $575 MM $75 MM $250 MM $35 MM $115 MM $470 MM
3 years Hist. trend 6.50% 20% Non-ACP $85 MM $295 MM $45 MM $150 MM $580 MM $70 MM $245 MM $35 MM $120 MM $475 MM
10 years None 6.50% 0% Non-ACP $90 MM $290 MM $40 MM $165 MM $585 MM $75 MM $240 MM $35 MM $130 MM $480 MM
5 years Hist. trend 4.50% 0% Non-ACP $85 MM $315 MM $45 MM $150 MM $590 MM $70 MM $260 MM $35 MM $120 MM $485 MM
3 years Hist. trend 4.50% 0% Non-ACP $80 MM $305 MM $45 MM $160 MM $595 MM $70 MM $250 MM $40 MM $130 MM $485 MM
10 years Hist. trend 6.50% 20% Non-ACP $95 MM $320 MM $40 MM $150 MM $605 MM $75 MM $265 MM $35 MM $120 MM $495 MM
10 years Hist. trend | 4.50% 0% Non-ACP $90 MM $325 MM $40 MM $160 MM $615 MM $75 MM $270 MM $35 MM $130 MM $505 MM
5 years None 6.50% 20% Non-ACP $90 MM $320 MM $45 MM $170 MM $620 MM $75 MM $265 MM $35 MM $135 MM $510 MM
3 years None 6.50% 20% Non-ACP $85 MM $310 MM $45 MM $180 MM $630 MM $70 MM $260 MM $40 MM $145 MM $515 MM
5 years None 4.50% 0% Non-ACP $85 MM $330 MM $45 MM $180 MM $640 MM $70 MM $270 MM $35 MM $145 MM $525 MM
3 years None 4.50% 0% Non-ACP $85 MM $320 MM $50 MM $195 MM $645 MM $70 MM $265 MM $40 MM $155 MM $530 MM
10 years None 6.50% 20% Non-ACP $95 MM $335 MM $40 MM $180 MM $655 MM $75 MM $280 MM $35 MM $145 MM $535 MM
5 years Hist. trend 4.50% 20% Non-ACP $90 MM $355 MM $45 MM $165 MM $655 MM $75 MM $295 MM $35 MM $130 MM $540 MM
3 years Hist. trend | 4.50% 20% Non-ACP $90 MM $350 MM $45 MM $175 MM $660 MM $75 MM $290 MM $40 MM $140 MM $540 MM
10 years None 4.50% 0% Non-ACP $90 MM $345 MM $40 MM $190 MM $665 MM $75 MM $285 MM $35 MM $155 MM $545 MM
10 years Hist. trend 4.50% 20% Non-ACP $95 MM $380 MM $40 MM $175 MM $690 MM $80 MM $315 MM $35 MM $140 MM $565 MM
5 years None 4.50% 20% Non-ACP $95 MM $380 MM $45 MM $200 MM $715 MM $75 MM $310 MM $35 MM $160 MM $585 MM
3 years None 4.50% 20% Non-ACP $90 MM $370 MM $50 MM $215 MM $720 MM $75 MM $305 MM $40 MM $175 MM $590 MM
10 years None 4.50% 20% Non-ACP $95 MM $400 MM $45 MM $215 MM $750 MM $80 MM $330 MM $35 MM $170 MM $615 MM
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Figure 32: Likely range of future claim payments by the Debtors as of their Petition Date

A d ease elio O
pena e 10re enario
Al a O1a
Low $280 MM $145 MM $425 MM $235 MM $115 MM $350 MM
High $450 MM $245 MM $695 MM $370 MM $200 MM $570 MM
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Footnote 140: Additional scenarios that use a 5.5% discount rate and a 10% weight on the non-ACP incidence curve are included in my reliance materials.

Scenario parameters

All diseases

Mesothelioma only

Calibration ASV Discount Non-ACP
period inflation rate incidence

5 years Hist. trend 0% Non-ACP $85 MM $270 MM $40 MM $130 MM $525 MM $70 MM $220 MM $35 MM $105 MM $430 MM
3 years Hist. trend | 6.50% 0% Non-ACP $80 MM $260 MM $45 MM $140 MM $525 MM $65 MM $215 MM $35 MM $115 MM $430 MM
10 years Hist. trend 6.50% 0% Non-ACP $90 MM $280 MM $40 MM $140 MM $545 MM $70 MM $230 MM $35 MM $110 MM $445 MM
5 years Hist. trend 6.50% 10% Non-ACP $85 MM $285 MM $40 MM $135 MM $545 MM $70 MM $235 MM $35 MM $110 MM $450 MM
3 years Hist. trend 6.50% 10% Non-ACP $80 MM $275 MM $45 MM $145 MM $550 MM $70 MM $225 MM $35 MM $120 MM $450 MM
5 years Hist. trend 5.50% 0% Non-ACP $85 MM $290 MM $40 MM $140 MM $555 MM $70 MM $240 MM $35 MM $110 MM $455 MM
3 years Hist. trend | 5.50% 0% Non-ACP $80 MM $280 MM $45 MM $150 MM $560 MM $70 MM $230 MM $40 MM $120 MM $460 MM
5 years None 6.50% 0% Non-ACP $85 MM $280 MM $45 MM $155 MM $565 MM $70 MM $230 MM $35 MM $125 MM $460 MM
3 years None 6.50% 0% Non-ACP $80 MM $270 MM $45 MM $165 MM $565 MM $65 MM $225 MM $40 MM $135 MM $465 MM
10 years Hist. trend 6.50% 10% Non-ACP $90 MM $295 MM $40 MM $145 MM $570 MM $75 MM $245 MM $35 MM $115 MM $470 MM
5 years Hist. trend 6.50% 20% Non-ACP $90 MM $300 MM $40 MM $140 MM $575 MM $75 MM $250 MM $35 MM $115 MM $470 MM
10 years Hist. trend 5.50% 0% Non-ACP $90 MM $300 MM $40 MM $150 MM $580 MM $75 MM $250 MM $35 MM $120 MM $475 MM
3 years Hist. trend 6.50% 20% Non-ACP $85 MM $295 MM $45 MM $150 MM $580 MM $70 MM $245 MM $35 MM $120 MM $475 MM
5 years Hist. trend 5.50% 10% Non-ACP $85 MM $305 MM $40 MM $145 MM $580 MM $70 MM $255 MM $35 MM $120 MM $475 MM
3 years Hist. trend 5.50% 10% Non-ACP $85 MM $295 MM $45 MM $155 MM $585 MM $70 MM $245 MM $40 MM $125 MM $480 MM
10 years None 6.50% 0% Non-ACP $90 MM $290 MM $40 MM $165 MM $585 MM $75 MM $240 MM $35 MM $130 MM $480 MM
5 years None 6.50% 10% Non-ACP $85 MM $300 MM $45 MM $160 MM $590 MM $70 MM $245 MM $35 MM $130 MM $485 MM
5 years Hist. trend 4.50% 0% Non-ACP $85 MM $315 MM $45 MM $150 MM $590 MM $70 MM $260 MM $35 MM $120 MM $485 MM
3 years Hist. trend 4.50% 0% Non-ACP $80 MM $305 MM $45 MM $160 MM $595 MM $70 MM $250 MM $40 MM $130 MM $485 MM
3 years None 6.50% 10% Non-ACP $85 MM $290 MM $45 MM $175 MM $595 MM $70 MM $240 MM $40 MM $140 MM $485 MM
5 years None 5.50% 0% Non-ACP $85 MM $305 MM $45 MM $165 MM $600 MM $70 MM $250 MM $35 MM $135 MM $490 MM
3 years None 5.50% 0% Non-ACP $80 MM $295 MM $50 MM $180 MM $605 MM $70 MM $245 MM $40 MM $145 MM $495 MM
10 years Hist. trend 6.50% 20% Non-ACP $95 MM $320 MM $40 MM $150 MM $605 MM $75 MM $265 MM $35 MM $120 MM $495 MM
10 years Hist. trend 5.50% 10% Non-ACP $90 MM $320 MM $40 MM $155 MM $610 MM $75 MM $265 MM $35 MM $125 MM $500 MM
5 years Hist. trend 5.50% 20% Non-ACP $90 MM $330 MM $45 MM $150 MM $615 MM $75 MM $270 MM $35 MM $120 MM $505 MM
10 years Hist. trend 4.50% 0% Non-ACP $90 MM $325 MM $40 MM $160 MM $615 MM $75 MM $270 MM $35 MM $130 MM $505 MM
10 years None 6.50% 10% Non-ACP $90 MM $310 MM $40 MM $175 MM $615 MM $75 MM $260 MM $35 MM $140 MM $505 MM
3 years Hist. trend 5.50% 20% Non-ACP $85 MM $320 MM $45 MM $165 MM $620 MM $70 MM $265 MM $40 MM $130 MM $505 MM
5 years Hist. trend 4.50% 10% Non-ACP $90 MM $335 MM $45 MM $155 MM $620 MM $75 MM $275 MM $35 MM $125 MM $510 MM
5 years None 6.50% 20% Non-ACP $90 MM $320 MM $45 MM $170 MM $620 MM $75 MM $265 MM $35 MM $135 MM $510 MM
3 years Hist. trend 4.50% 10% Non-ACP $85 MM $325 MM $45 MM $170 MM $625 MM $70 MM $265 MM $40 MM $135 MM $510 MM
10 years None 5.50% 0% Non-ACP $90 MM $315 MM $40 MM $175 MM $625 MM $75 MM $260 MM $35 MM $140 MM $510 MM
3 years None 6.50% 20% Non-ACP $85 MM $310 MM $45 MM $180 MM $630 MM $70 MM $260 MM $40 MM $145 MM $515 MM
5 years None 5.50% 10% Non-ACP $85 MM $325 MM $45 MM $175 MM $630 MM $70 MM $265 MM $35 MM $140 MM $515 MM
3 years None 5.50% 10% Non-ACP $85 MM $315 MM $50 MM $190 MM $635 MM $70 MM $260 MM $40 MM $150 MM $520 MM
5 years None 4.50% 0% Non-ACP $85 MM $330 MM $45 MM $180 MM $640 MM $70 MM $270 MM $35 MM $145 MM $525 MM
3 years None 4.50% 0% Non-ACP $85 MM $320 MM $50 MM $195 MM $645 MM $70 MM $265 MM $40 MM $155 MM $530 MM
10 years Hist. trend 5.50% 20% Non-ACP $95 MM $350 MM $40 MM $165 MM $645 MM $80 MM $285 MM $35 MM $130 MM $530 MM
10 years Hist. trend 4.50% 10% Non-ACP $90 MM $350 MM $40 MM $170 MM $650 MM $75 MM $290 MM $35 MM $135 MM $530 MM
10 years None 6.50% 20% Non-ACP $95 MM $335 MM $40 MM $180 MM $655 MM $75 MM $280 MM $35 MM $145 MM $535 MM
5 years Hist. trend 4.50% 20% Non-ACP $90 MM $355 MM $45 MM $165 MM $655 MM $75 MM $295 MM $35 MM $130 MM $540 MM
10 years None 5.50% 10% Non-ACP $90 MM $340 MM $40 MM $185 MM $660 MM $75 MM $280 MM $35 MM $150 MM $540 MM
3 years Hist. trend 4.50% 20% Non-ACP $90 MM $350 MM $45 MM $175 MM $660 MM $75 MM $290 MM $40 MM $140 MM $540 MM
5 years None 5.50% 20% Non-ACP $90 MM $345 MM $45 MM $185 MM $665 MM $75 MM $285 MM $35 MM $150 MM $545 MM
10 years None 4.50% 0% Non-ACP $90 MM $345 MM $40 MM $190 MM $665 MM $75 MM $285 MM $35 MM $155 MM $545 MM
3 years None 5.50% 20% Non-ACP $90 MM $340 MM $50 MM $195 MM $670 MM $75 MM $280 MM $40 MM $160 MM $550 MM
5 years None 4.50% 10% Non-ACP $90 MM $350 MM $45 MM $190 MM $675 MM $75 MM $290 MM $35 MM $155 MM $550 MM
3 years None 4.50% 10% Non-ACP $85 MM $340 MM $50 MM $205 MM $680 MM $70 MM $280 MM $40 MM $165 MM $555 MM
10 years Hist. trend 4.50% 20% Non-ACP $95 MM $380 MM $40 MM $175 MM $690 MM $80 MM $315 MM $35 MM $140 MM $565 MM
10 years None 5.50% 20% Non-ACP $95 MM $365 MM $40 MM $195 MM $700 MM $80 MM $305 MM $35 MM $160 MM $575 MM
10 years None 4.50% 10% Non-ACP $90 MM $370 MM $45 MM $205 MM $705 MM $75 MM $305 MM $35 MM $165 MM $580 MM
5 years None 4.50% 20% Non-ACP $95 MM $380 MM $45 MM $200 MM $715 MM $75 MM $310 MM $35 MM $160 MM $585 MM
3 years None 4.50% 20% Non-ACP $90 MM $370 MM $50 MM $215 MM $720 MM $75 MM $305 MM $40 MM $175 MM $590 MM
10 years None 4.50% 20% Non-ACP $95 MM $400 MM $45 MM $215 MM $750 MM $80 MM $330 MM $35 MM $170 MM $615 MM
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Figure 39: Component-based forecast range incorporating 6.11% discount rate

All diseases

: Mesothelioma only
Scenario parameters

Calibration ASV Discount Non-ACP
period inflation rate incidence

5 years Hist. trend 6.11% 0% Non-ACP $85 MM $275 MM $40 MM $135 MM $535 MM $70 MM $230 MM $35 MM $110 MM $440 MM
3 years Hist. trend 6.11% 0% Non-ACP $80 MM $265 MM $45 MM $145 MM $540 MM $65 MM $220 MM $35 MM $115 MM $440 MM
10 years Hist. trend 6.11% 0% Non-ACP $90 MM $285 MM $40 MM $140 MM $560 MM $75 MM $235 MM $35 MM $115 MM $455 MM
5 years None 6.11% 0% Non-ACP $85 MM $290 MM $45 MM $160 MM $575 MM $70 MM $240 MM $35 MM $130 MM $470 MM
3 years None 6.11% 0% Non-ACP $80 MM $280 MM $45 MM $170 MM $580 MM $70 MM $230 MM $40 MM $140 MM $475 MM
5 years Hist. trend 6.11% 20% Non-ACP $90 MM $310 MM $40 MM $145 MM $590 MM $75 MM $260 MM $35 MM $115 MM $485 MM
5 years Hist. trend 4.50% 0% Non-ACP $85 MM $315 MM $45 MM $150 MM $590 MM $70 MM $260 MM $35 MM $120 MM $485 MM
3 years Hist. trend 4.50% 0% Non-ACP $80 MM $305 MM $45 MM $160 MM $595 MM $70 MM $250 MM $40 MM $130 MM $485 MM
3 years Hist. trend 6.11% 20% Non-ACP $85 MM $305 MM $45 MM $155 MM $595 MM $70 MM $255 MM $40 MM $125 MM $485 MM
10 years None 6.11% 0% Non-ACP $90 MM $300 MM $40 MM $170 MM $600 MM $75 MM $250 MM $35 MM $135 MM $490 MM
10 years Hist. trend 4.50% 0% Non-ACP $90 MM $325 MM $40 MM $160 MM $615 MM $75 MM $270 MM $35 MM $130 MM $505 MM
10 years Hist. trend 6.11% 20% Non-ACP $95 MM $330 MM $40 MM $155 MM $620 MM $75 MM $275 MM $35 MM $125 MM $510 MM
5 years None 6.11% 20% Non-ACP $90 MM $330 MM $45 MM $175 MM $635 MM $75 MM $270 MM $35 MM $140 MM $525 MM
5 years None 4.50% 0% Non-ACP $85 MM $330 MM $45 MM $180 MM $640 MM $70 MM $270 MM $35 MM $145 MM $525 MM
3 years None 4.50% 0% Non-ACP $85 MM $320 MM $50 MM $195 MM $645 MM $70 MM $265 MM $40 MM $155 MM $530 MM
3 years None 6.11% 20% Non-ACP $85 MM $320 MM $50 MM $185 MM $645 MM $70 MM $265 MM $40 MM $150 MM $530 MM
5 years Hist. trend 4.50% 20% Non-ACP $90 MM $355 MM $45 MM $165 MM $655 MM $75 MM $295 MM $35 MM $130 MM $540 MM
3 years Hist. trend 4.50% 20% Non-ACP $90 MM $350 MM $45 MM $175 MM $660 MM $75 MM $290 MM $40 MM $140 MM $540 MM
10 years None 4.50% 0% Non-ACP $90 MM $345 MM $40 MM $190 MM $665 MM $75 MM $285 MM $35 MM $155 MM $545 MM
10 years None 6.11% 20% Non-ACP $95 MM $350 MM $40 MM $185 MM $670 MM $80 MM $290 MM $35 MM $150 MM $550 MM
10 years Hist. trend 4.50% 20% Non-ACP $95 MM $380 MM $40 MM $175 MM $690 MM $80 MM $315 MM $35 MM $140 MM $565 MM
5 years None 4.50% 20% Non-ACP $95 MM $380 MM $45 MM $200 MM $715 MM $75 MM $310 MM $35 MM $160 MM $585 MM
3 years None 4.50% 20% Non-ACP $90 MM $370 MM $50 MM $215 MM $720 MM $75 MM $305 MM $40 MM $175 MM $590 MM
10 years None 4.50% 20% Non-ACP $95 MM $400 MM $45 MM $215 MM $750 MM $80 MM $330 MM $35 MM $170 MM $615 MM
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Figure 40 (pg. C-2)



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc

Exhibits A-G Page 11 of 318

Figure 40: Annual-expenditure-based forecast range incorporating 6.11% discount rate

All disease ello O
pena e fore enario
Ald a ota
Low $290 MM $155 MM $440 MM $240 MM $120 MM $360 MM
High $450 MM $245 MM $695 MM $370 MM $200 MM $570 MM
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Figure 41 (pg. C-3)
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Figure 41: Component-based forecast range using 10% Non-ACP incidence

All diseases

: Mesothelioma only
Scenario parameters

Calibration ASV Discount Non-ACP
period inflation rate incidence

5 years Hist. trend 6.50% 10% Non-ACP $85 MM $285 MM $40 MM $135 MM $545 MM $70 MM $235 MM $35 MM $110 MM $450 MM
3 years Hist. trend 6.50% 10% Non-ACP $80 MM $275 MM $45 MM $145 MM $550 MM $70 MM $225 MM $35 MM $120 MM $450 MM
5 years Hist. trend 6.11% 10% Non-ACP $85 MM $290 MM $40 MM $140 MM $560 MM $70 MM $240 MM $35 MM $115 MM $460 MM
3 years Hist. trend 6.11% 10% Non-ACP $85 MM $285 MM $45 MM $150 MM $565 MM $70 MM $235 MM $35 MM $120 MM $460 MM
10 years Hist. trend 6.50% 10% Non-ACP $90 MM $295 MM $40 MM $145 MM $570 MM $75 MM $245 MM $35 MM $115 MM $470 MM
10 years Hist. trend 6.11% 10% Non-ACP $90 MM $305 MM $40 MM $150 MM $585 MM $75 MM $255 MM $35 MM $120 MM $480 MM
5 years None 6.50% 10% Non-ACP $85 MM $300 MM $45 MM $160 MM $590 MM $70 MM $245 MM $35 MM $130 MM $485 MM
3 years None 6.50% 10% Non-ACP $85 MM $290 MM $45 MM $175 MM $595 MM $70 MM $240 MM $40 MM $140 MM $485 MM
5 years None 6.11% 10% Non-ACP $85 MM $305 MM $45 MM $165 MM $605 MM $70 MM $255 MM $35 MM $135 MM $495 MM
3 years None 6.11% 10% Non-ACP $85 MM $300 MM $50 MM $180 MM $610 MM $70 MM $245 MM $40 MM $145 MM $500 MM
10 years None 6.50% 10% Non-ACP $90 MM $310 MM $40 MM $175 MM $615 MM $75 MM $260 MM $35 MM $140 MM $505 MM
5 years Hist. trend 4.50% 10% Non-ACP $90 MM $335 MM $45 MM $155 MM $620 MM $75 MM $275 MM $35 MM $125 MM $510 MM
3 years Hist. trend 4.50% 10% Non-ACP $85 MM $325 MM $45 MM $170 MM $625 MM $70 MM $265 MM $40 MM $135 MM $510 MM
10 years None 6.11% 10% Non-ACP $90 MM $320 MM $40 MM $180 MM $630 MM $75 MM $265 MM $35 MM $145 MM $520 MM
10 years Hist. trend 4.50% 10% Non-ACP $90 MM $350 MM $40 MM $170 MM $650 MM $75 MM $290 MM $35 MM $135 MM $530 MM
5 years None 4.50% 10% Non-ACP $90 MM $350 MM $45 MM $190 MM $675 MM $75 MM $290 MM $35 MM $155 MM $550 MM
3 years None 4.50% 10% Non-ACP $85 MM $340 MM $50 MM $205 MM $680 MM $70 MM $280 MM $40 MM $165 MM $555 MM
10 years None 4.50% 10% Non-ACP $90 MM $370 MM $45 MM $205 MM $705 MM $75 MM $305 MM $35 MM $165 MM $580 MM
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Conformed Confidential Initial Expert Report of
Andrew J. Sackett, J.D., Ph.D., Legal Analysis Systems
In re Aldrich Pump, LLC et al. (September 15, 2025)

. Scope of Charge

1. On April 17, 2025, the United States Bankruptcy Court for the Western
District of North Carolina ( “Bankruptcy Court”) entered its Second
Amended Case Management Order for Estimation of Asbestos Claims!
in the chapter 11 cases of Aldrich Pump LLC (“Aldrich” or “Aldrich
Pump”) and Murray Boiler LLC (“Murray” or “Murray Boiler” and
together with Aldrich, the “Debtors”).?

2. Pursuant to this Second Estimation CMO, counsel for the Official
Committee of Asbestos Personal Injury Claimants requested that Legal
Analysis Systems (“LAS”)? prepare an initial asbestos claim forecast
and a liability estimate for each of the Debtors that assumes the
resolution of these asbestos claims was completed through the tort
system.

3. The opinions contained in this report ( “Report”) are based on the
following, as of the date of this Report:

a. the asbestos personal injury claims history for both Aldrich and
Murray, including both Debtors’ historical experience with
mesothelioma, lung cancer, other cancer, and non-malignant
claims, and the payment rates and values of these claims;

b. the data and information in the Personal Injury Questionnaires
(“P1Qs”), completed by mesothelioma claimants in connection

' See Docket No. 2656 (“Second Estimation CMO”).

2 Aldrich’s predecessors are the former Trane Technologies Company LLC, and Ingersoll-Rand
Company (a former New Jersey corporation), which was succeeded by Trane Technologies
Company LLC (together, “Old IRNJ”). Murray’s predecessor is the former Trane U.S. Inc. (“Old
Trane”). See Informational Brief of Aldrich Pump LLC and Murray Boiler LLC [Docket No. 5] (
“Informational Brief”), at 33. Aldrich’s predecessor, the former Trane Technologies Company LLC,
was successor by merger to Ingersoll-Rand Company. See id. In 1984, Murray's predecessor merged
with American Standard, Inc. (“American Standard”). See id. at 11.

3 “LAS” and “LAS personnel” includes me along with other personnel at LAS that are working directly
under my supervision and direction in connection with this assignment. LAS is being compensated
for the hours | spend on this report at my hourly rate of $830 per hour and for others working on this
matter at their customary hourly rates.
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with the chapter 11 cases of Aldrich and Murray, as further
described herein;

C. the materials cited in this Report and in Appendix l;
d. sales data from the Debtors’ predecessors;
e. analyses performed by me and other LAS personnel working

directly under my supervision and direction, all as informed by
my relevant background, training and experience;*and

f. LAS’s workpapers as provided under separate cover.

4., As set forth in the Second Estimation CMO, fact discovery in the
Debtors’ chapter 11 cases has not yet closed.® This Report is dated and
delivered as of September 15, 2025 in compliance with the deadline set
forth in the Second Estimation CMO.®

5. The Second Estimation CMO provides that any party that produces an
expert report will have the opportunity to supplement that report.”

6. Accordingly, this Report is necessarily preliminary. Pursuant to the
Second Estimation CMO, | may, and reserve the right to, supplement
the findings and conclusions set forth herein following the close of fact
discovery.

Il Materials Reviewed

7. In preparing this Report, LAS personnel have considered and/or relied
on the materials cited in this Report as well as those materials listed in
Appendices | and II.

1. Summary of Findings

8. This Report: (a) forecasts asbestos personal injury claims against the
Debtors and (b) estimates the liability of the Debtors if those Claims
were to remain in and be resolved through the tort system. For the

4 A summary of my qualifications appears in Appendix lll.

5 See Second Estimation CMO at 92, noting the March 27, 2026 deadline for production of all
documents pursuant to the Claims File Protocol.

6 1d. at 13.
"Id.
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purposes of this Report, asbestos personal injury claims (“Claims” and
the holders of such Claims, “Claimants”) include pending and future
claims for personal injuries asserted by individuals exposed to
asbestos contained in products manufactured by the Debtors’
predecessors, including, without limitation, claims for mesothelioma,
lung cancer, other cancers, and non-malignant injuries, as well as
related claims asserted by estate representatives, family members, and
other beneficiaries, such as (but not limited to) wrongful death claims.?

9. | calculated the base indemnity liability for each Debtor’s pending and
future Claims using two different methods.

a. For pending Claims, | calculated liability using the PIQs and again
using the Debtors’ claims database (the “Debtors’ Database” or
the “Database”).®

b. For future Claims, | calculated liability first using the Nicholson
Method, as further described herein, and then again using what |
call the Sales Method, which is based on the Debtors’ sales.

C. For each Debtor, the combination of the results of the PIQ
calculation and the Nicholson Method led to the low end of the
range set forth below in paragraphs 18-20, and the combination
of the information set forth in the Database and the Sales
Method led to the high end of the range.

10. | have addressed additional liability arising from Claims listed in the
Debtors’ Database as “unknown disease” Claims and Claims that do

8 Because this Report is estimating the Debtors’ liability for resolving mesothelioma and other
disease Claims as if the bankruptcy had not occurred, it does not address the additional
consequences of the bankruptcy having occurred, such as the potential of an increased propensity
to sue the Debtors based on the filing of the Debtors’ bankruptcy cases. Nor does this report
incorporate other scenarios, such as the possibility of the Debtors remaining in the tort system while
other defendants seek bankruptcy protection, thus affecting the Debtors’ share of tort system
liability.

This Report also does not estimate the liability that would be assigned to and assumed by a trust that
may be created as a part of a plan of any bankruptcy; any such estimate would necessarily be
dependent on the specific terms of that plan and the related plan documents.

® The Debtors (and their predecessors) historically have maintained a database containing
information regarding the asbestos personal injury claims filed against them, including without
limitation (and where applicable) claims settlement history. As further set forth in Appendix lll, this
Report reflects data contained in the Database.
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1.

12.

13.

14.

15.

not appear in the Debtors’ Database due to tolling provisions in
settlement agreements between the Debtors and various plaintiffs law
firms separately.

The Second Estimation CMO directs the parties to “set ... forth their
estimate of the Debtors’ liability for current and future mesothelioma
claims, plus the application of a ‘gross-up’ for non-mesothelioma
claims.”©

Accordingly, in this Report, | have presented indemnity liability
disaggregated between mesothelioma Claims and Claims for other
diseases. This disaggregation allowed me to calculate an effective
gross-up for non-mesothelioma Claims.

The calculations of indemnity liability described in paragraphs 9 and 10
lead to a combined net present value range of between approximately
$1.13 and $1.20 billion for Aldrich mesothelioma Claims and between
approximately $660.9 and $680.8 million for Murray mesothelioma
Claims, for a total combined mesothelioma indemnity liability of
between approximately $1.788 and $1.877 billion net present value."

My calculations for overall liability indicated an effective gross up of
Aldrich’s mesothelioma Claim liability of between 25.2% and 31.8% to
calculate liability for other disease Claims.”?

My calculations for overall liability indicated an effective gross up of
Murray’s mesothelioma Claim liability of between 33.7% and 38% to
calculate liability for other disease Claims.

0 Second Estimation CMO, at 3.

" All values are adjusted for inflation and discounted to net present value as described infra n. 31 and
n. 32 unless otherwise noted in the text or table.

2 While there are calculations for components of the total mesothelioma liability (which includes
liability for pending Claims, liability for future Claims, liability for unknown disease Claims, and liability
for tolled Claims) that have a higher or lower effective gross-up, the overall numbers represent a
smoothing out of variations among these components and the range is therefore narrower. This
applies to both Aldrich and Murray Claims.
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16.

17.

18.

19.

20.

21.

22.

Table 1(a) - Combined Total Indemnity Liability*

Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $1,127.0 $1,195.6 $1,411.1 $1,575.3
Murray $660.9 $680.8 $883.0 $939.4
Overall $1,787.9 $1,876.4 $2,294.1 $2,514.7

The components of this liability are detailed in paragraphs 17-31.

The first portion is the base tort indemnity liability, calculated as
described in paragraph 9.

| calculated the base mesothelioma tort indemnity liability for Aldrich of
between approximately $977.5 million and $1.040 billion, and between
approximately $564.7 and $584.3 million for Murray, totaling between
approximately $1.542 and $1.624 billion.

When grossed up by appropriate increases for these Claims the total
for all diseases is between approximately $1.97 and $2.17 billion net
present value.

These figures are set forth in Table 1(b).

Table 1(b) - Base Tort Indemnity Liability™

| separately valued the Claims labeled as relating to an “unknown
disease” in the Debtors’ Database.

Both Debtors received substantial numbers of these unknown disease
Claims, and thousands of these Claims are either open, dismissed

B Dollars in millions, 2020 net present value.

4 Dollars in millions, 2020 net present value.
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23.

24.

25.

26.

27.

28.

29.

30.

without prejudice, or are marked in the Database as receiving a generic
dismissal.

| estimated that a certain proportion of these Claims could be refiled in
the tort system.

Of those refiled unknown disease Claims, | calculated additional
mesothelioma tort indemnity liability for Aldrich of between
approximately $50.6 and $51.7 million, and between approximately
$20.47 and $20.5 million for Murray, which, when grossed up by
appropriate increases for these Claims, leads to a total for all diseases
of between approximately $100.9 and $104.2 million net present value.

These figures for “unknown disease” Claims liability are set forth in
Table 1(c).

Table 1(c) - “Unknown Disease” Claims Indemnity Liability

Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $50.6 $51.7 $69.2 $72.0
Murray $20.5 $20.5 $31.8 $32.2
Overall $71.1 $72.2 $100.9 $104.2

The Debtors sometimes entered into tolling agreements with plaintiffs’
law firms.

| estimated that a substantial number of tolled Claims could be refiled
in the tort system.

Accordingly, | also separately valued Claims that may be subject to
tolling agreements with the Debtors.

Of those potentially tolled Claims, | calculated additional mesothelioma
tort indemnity liability for Aldrich of between approximately $98.9 and
$104 million, and between approximately $75.7 and $76 million for
Murray, which, when grossed up by appropriate increases for these
Claims, leads to a total for all diseases of between approximately $223
and $241 million net present value.

These figures for tolled Claims liability are set forth in Table 1(d).
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31.

32.

33.

34.

35.

Table 1(d) - Tolled Claims Indemnity Liability

Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $98.9 $104.0 $123.1 $136.7
Murray $75.7 $76.0 $100.0 $104.4
Overall $174.6 $179.9 $223.0 $241.0

When added together, the liability figures for Claims analyzed as part
of the base tort estimate, the “unknown disease” Claims estimate, and
the tolled Claims estimate produced the range of liabilities for
mesothelioma and for other disease Claims as set forth in Table 1(a)
above.

Because the estimates of liability are for the resolution of Claims
through the tort system as if the bankruptcies had not been
commenced, the base estimate of liability includes defense costs with
a net present value between approximately $451.5 and $504 million for
Aldrich and between approximately $388.5 and $413.3 million for
Murray. Failure to account for defense costs leads to uncertainty as to
whether the settlement values achieved in the past would be sustained
in the future.

The defense costs are based on multipliers derived from the Debtors’
own figures. The low and high ends of the ranges are based on the
Combined Total Indemnity Liability ranges as noted in Table 1(a) above.

When projected defense costs were added to the total indemnity
liability, | concluded that the net present value of the total estimated
liability (i.e., liability for injuries caused by exposure to asbestos
together with defense costs) is between approximately $1.86 billion
and $2.08 billion for Aldrich, and between approximately $1.27 and
$1.35 billion for Murray. The total estimated liability combined for
Aldrich and Murray is between approximately $3.13 billion and $3.43
billion net present value.

These figures are set forth in Table 1(e).
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Table 1(e) - Combined Total Indemnity and Defense Costs

Total Indemnity Defense Costs Total Liability
Debtor Low High Low High Low High
Aldrich $1,411.1 $1,575.3 $451.5 $504.1 $1,862.6 $2,079.4
Murray $883.0 $939.4 $388.5 $413.3 $1,271.5 $1,352.7
Overall $2,294.1 $2,514.7 $840.0 $917.4 $3,134.1 $3,432.1

V. Introduction

36.

37.

38.

39.

40.

41.

This Report sets forth an initial estimate of the aggregate anticipated
tort liability for all pending and future asbestos personal injury Claims
against Aldrich and Murray. The estimate in this Report is subject to
change with the discovery and development of further facts,
information and resolved claims data.

Both Aldrich and Murray filed petitions with the Bankruptcy Court
under chapter 11 of title 11 of the United States Code on June 18, 2020
(the “Petition Date”).

Each of the Debtors’ asbestos personal injury liability arises from its
predecessors’ manufacture of industrial equipment that incorporated
asbestos-containing components.

Hundreds of thousands of people filed asbestos personal injury claims
in the tort system against Aldrich and/or Murray (and/or their
predecessors) before the filing of the chapter 11 petitions.

The pre-petition Claims filed against Aldrich primarily arise from or
relate to exposure to asbestos from gaskets and packing materials
that were incorporated into the pumps and compressors manufactured
by Old IRNJ."®

The pre-petition Claims filed against Murray typically arise from or
relate to gaskets and/or other materials incorporated in the
manufacturing of climate control, HVAC, railroad, and boiler equipment
produced by Old Trane, as well as Claims related to asbestos-
containing boilers."

® See Informational Brief at 1, 9-12.

6 See id. at 3, 11-12. In its 2019 Form 10-K, Trane Technologies plc (formerly known as Ingersoll-Rand
plc) named pumps, boilers, and railroad brake shoes as the primary historical products at issue in
allegations of asbestos exposure. See Trane Technologies plc 10-K for Fiscal Year Ending Dec. 31,

8
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42.

43.

44,

45.

46.

47.

Aldrich and Murray both claim that they had “largely” or “generally”
removed asbestos-containing components from their products by the
mid-1980s."

Approximately 19% of Claimants filed Claims against both Debtors (or
their predecessors, as applicable).®® Approximately 57% of Claimants
filed Claims against Aldrich only, and approximately 24% of Claimants
filed Claims against Murray only.” The claim payment histories of the
Debtors and their predecessors also differ.2°

As described above, the scope of Claims comprising the Debtors’
liability includes asbestos-related personal injury claims for
mesothelioma, lung cancer, other cancers, and non-malignant injuries.

Of those Claims, and as further described herein, the value of Claims
arising from mesothelioma diagnoses alone is estimated to be
approximately 80% of the projected liability for Aldrich, and 75% of the
projected liability for Murray. Overall liability for Claims arising from
mesothelioma diagnoses is approximately 79% of the total projected
liability.

This Report values pending Claims against each of the Debtors using
two methods: (i) a method based on and supported by the Debtors’
Database, and (ii) a method based on and supported by the PIQs
submitted by Claimants.

For future Claims, this Report presents a range of liability forecasts
using two separate methods for determining liability. | refer to the first
method as the “Nicholson Method,” which is based on the population’s
history of exposure to asbestos.

2019, at 6, Feb. 18, 2020, https://investors.tranetechnologies.com/financial-information/sec-
filings/default.aspx.

7 See Informational Brief at 3, 12 (“The historic Murray operations that once incorporated asbestos-
containing products were either shut down or sold, or largely eliminated the use of asbestos-
containing sealing products, during the 1970s and 1980s.”) and 11 (“Aldrich’s operations generally
eliminated the use of asbestos-containing products by the mid-1980s.”) (emphasis added).

8 This is derived from a review of the Debtors’ database.

©d.

20 In general, my analysis shows that Aldrich paid more claims at lower values than did Murray.
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48.

49.

50.

The second method forecasts liability using a model that correlates the
historical sales revenue of the Debtors’ predecessors to later claims
and payments. | refer to this as the “Sales Method.”

This work relies on the Debtors’ settlement history and other data in
the Debtors’ Database and considers the litigation histories of both
Debtors’ predecessor companies, including, inter alia: (i) levels and
trends in the numbers of claims filed; (ii) the distribution of asbestos
diseases amongst the filed claims; (iii) the claims resolution experience
of the Debtors’ predecessors, including the average claims resolution
payments; and (iv) historical earnings reports of the Debtors’
predecessors.

The remaining components included in this Report describe and
explain the estimation methodologies used in valuing both the pending
and future Claims (and related liability) that would exist inside the tort
system. These estimates are done separately for each Debtor. | then
value “unknown disease” and tolled claims separately for each Debtor.
Finally, | address defense costs.

Settlement History and Pending Claims

51.

| have applied the following formula to the pending and future Claims of
each of Aldrich and Murray to estimate the aggregate value of
mesothelioma Claims pending or assertable against each of the
Debtors:

Liability = Number of Claims x Payment Rate x Average Settlement Value

52.

A. Pending Claims Based on the Debtors’ Database

While the number of pending Claims shown in each Debtor’s Database
is known, | projected the number of future Claims that will arise each
year (i) based on the claim filing history applicable to each Debtor and
(ii) applying epidemiological data and forecasts of the future incidence
of mesothelioma. | began with all claims that had been filed against
each of the Debtors and/or their predecessors (Tables 2a and 2b); and
in turn narrow the focus to the last three full years (2017 to 2019)
because this period was a relatively stable period in the claim filing
history for each of the Debtors’ predecessors. | view this period as
most predictive of future Claim expectations.

10
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Table 2(a) - Number of Aldrich Pump (Old IRNJ) Claims by Year Filed and Injury

Injury
Year Meso- Lung Other Non-malig-
Filed thelioma Cancer Cancers nancies Unknown Total
1980s 48 54 21 499 55 677
1990s 1,311 3,095 1,188 138,156 17,375 161,125
2000s 11,661 9,021 2,397 108,495 34,719 166,293
2010 1,591 892 113 2,346 112 5,054
2011 1,561 1,056 198 1,162 105 4,082
2012 1,657 1,171 190 782 720 4,520
2013 1,525 1,856 112 601 138 4,232
2014 1,502 1,265 66 684 24 3,541
2015 1,601 782 83 521 232 3,219
2016 1,416 683 74 739 10 2,922
2017 1,437 802 77 322 17 2,655
2018 1,471 800 63 261 10 2,605
2019 1,670 953 58 273 28 2,982
To 6/2020 649 407 22 74 10 1,162
2013-6/2020 11,271 7,548 555 3,475 469 23,318
Total 29,100 22,837 4,662 254,915 53,555 365,069

53. Mesothelioma Claims constitute the largest single category of Claims
asserted against Aldrich, followed by lung cancer Claims. Both
categories of Claims increased in 2019, the last full year of Old IRNJ’s
operations prior to its restructuring as Aldrich and chapter 11 filing in
2020.

1
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Table 2(b) - Number of Murray (Old Trane) Claims by Year Filed and Injury

Injury
Year Meso- Lung Other Non-malig-
Filed thelioma Cancer Cancers nancies Unknown Total
1980s 40 9 3 151 2,079 2,282
1990s 546 1,084 268 18,751 15,643 36,292
2000s 8,605 6,513 1,567 88,515 35,148 140,348
2010 1,173 624 70 479 102 2,448
2011 1,236 737 101 615 116 2,805
2012 1,325 903 108 439 634 3,409
2013 1,284 1,635 58 322 113 3,412
2014 1,188 1,075 36 424 13 2,736
2015 1,349 598 46 363 63 2,419
2016 1,162 554 56 459 5 2,236
2017 1,202 667 52 508 9 2,438
2018 1,133 667 45 259 12 2,116
2019 1,210 868 57 259 8 2,402
To 6/2020 501 363 23 39 6 932
2013-6/2020 9,029 6,427 373 2,633 229 18,691
Total 21,954 16,297 2,490 111,583 53,951 206,275

54. Mesothelioma Claims also constitute the largest single category of
Claims asserted against Murray, followed by lung cancer Claims. Both
categories of Claims increased in 2019, the last full year of Old Trane’s
operations prior to its restructuring as Murray and chapter 11 filing in
2020.

55. Of the 42,009 Claims asserted against the two Debtors between 2013
and the Petition Date, 55% were asserted against Aldrich and 45%
against Murray.?'

56. After determining the total pending Claims, | removed from the claim
counts all duplicate Claims and reviewed the remaining Claims to
determine which Claims remained open as of the Petition Date. Those
pending Claims are reflected in Tables 3(a) and 3(b).

2 The number of claims associated with unknown diagnoses are shown in Tables 1(a) and 1(c). See
Section VIl infra for a discussion and valuation of unknown claims.

12
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Table 3(a) - Pending Database Claims (Aldrich Pump)

Table 3(b) - Pending Database Claims (Murray Boiler)

57. Claims from the Debtors’ Database labeled with an “unknown disease"
category are analyzed and valued separately in Section VIl infra.

58. Claims that are not in the Debtors’ Database but that may be filed in
the future because of an agreement that tolls the statute of limitations
are discussed and valued separately in Section IX infra.

13
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B. Pending Claims - Personal Injury Questionnaires

i. Background and Purpose of the PIQ and Its
Relevance Herein

59. As part of the estimation process in these cases, the Bankruptcy Court
approved a bar date solely for current Claims relating to mesothelioma
arising prior the Petition Date, which required all holders of
mesothelioma Claims to complete and file a Proof of Claim (“POC”) no
later than July 29, 2022.22 Those Claimants who timely submitted a
POC (and did not withdraw their Claim(s)) were each issued a PIQ
identification number by the Court’s Claims Agent and directed under a
subsequent Order to complete the PIQ.%®

60. The PIQis a 56-page document with several hundred questions,
ranging from the identity of the Claimant/injured person to the names
of all defendants identified in litigation by the Claimant, the
identification of all asbestos trusts where claim forms have been filed
for the Claimant, and detail on asbestos exposures.?*

61.  The PIQ Order required Claimants holding mesothelioma Claims
against Aldrich and/or Murray to complete the PIQ.2°

62. In connection with LAS’s mandate to analyze the information set forth
in the PIQs, the Committee sought and obtained the Bankruptcy
Court’s authorization to retain Verus, LLC (“Verus”) as PIQ Data

22 See Order (I) Establishing a Bar Date for Certain Known Mesothelioma Claims, () Approving Proof
of Claim Form, (lll) Approving Notice to Claimants, and (IV) Granting Related Relief [Docket No. 1093]
(“POC Order”).

23 See Order Approving Personal Injury Questionnaire and Granting Related Relief [Docket No. 1246].
The Debtors, who developed the PIQ, asserted a need to collect further information from pending
mesothelioma and lung cancer Claimants and their counsel concerning their asbestos-related
injuries and asbestos exposure. See Debtors’ Motion for Order Directing Submission of Personal
Injury Questionnaires by Pending Mesothelioma and Lung Cancer Claimants [Docket No. 297] (“PIQ
Order”), at 5-8. On July 6, 2022, the Bankruptcy Court entered an order approving the form of PIQ
and its implementation, solely with respect to mesothelioma Claimants. See id.; see also Objection of
the Official Committee of Asbestos Personal Injury Claimants to the Joint Motion of the Debtors and
the Future Claimants’ Representative for an Order (I) Establishing a Bar Date for Certain Known
Asbestos Claims, (Il) Approving Proof of Claim Form, (lll) Approving Personal Injury Questionnaire, (1V)
Approving Notice to Claimants, and (V) Granting Related Relief [Docket No. 502].

24 See generally, P1Q Order, Exhibit 2.
25 [d.

14
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63.

64.

65.

66.

Administrator.2® LAS and Verus received and processed the PIQs and
supporting documents. (See Appendix Il for a description of the
processing methodology that was applied).

ii. Structure and Contents of the PIQ

As noted above, and as further described below, using data extracted
by LAS and Verus from the Claimant-completed PIQs, | and LAS
personnel calculated alternative estimates of the number of pending
Claims for both Aldrich and Murray.

For purposes of determining whether an individual has a pending Claim
against Aldrich and/or Murray, the key sections of the PIQ for review
are:

a. Part 1 (Status of Mesothelioma Claim)

e. Part 2 (Injured Party Information)

f. Part 3 (Related Claimant Information)

g. Part 6 (Alleged Exposure, including alleged exposure to Aldrich

and Murray products, and alleged exposure to asbestos
unrelated to Aldrich and Murray).

Certain sections of the PIQ, such as the exposure information
contained in Parts 6A-6C, also permitted Claimants to submit
documents in lieu of a written response identifying their exposures.

iii. Estimation of Pending Mesothelioma Claims
Based on the PIQs

The PIQ analysis reflected herein relies on affirmative statements by
the Claimants who responded to the PIQ to establish the number of
pending Claims. As an initial step in this analysis, an examination was
conducted of the Claimants’ responses to the specific questions in
Part 1 of the PIQ described above, which evidenced the status of their
Claims. As further set forth below, as a control and to address missing

26 See Ex Parte Application of the Official Committee of Asbestos Personal Injury Claimants to Retain
and Employ Verus, LLC as PIQ Data Administrator for the Personal Injury Questionnaire Responses
[Docket No. 16361; Order Approving the Ex Parte Application of the Official Committee of Asbestos
Personal Injury Claimants to Retain and Employ Verus, LLC as PIQ Data Administrator for the Personal
Injury Questionnaire Responses [Docket No. 1755].

15
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67.

68.

information or seemingly inconsistent responses, | and LAS personnel
also reviewed supporting documents submitted with the PIQ.

With respect to Claims against Aldrich, a Claim was categorized as
pending when the Claimant completing the PIQ did any of the
following:

a. Marked the “Yes” box in response to the Part 1 question “Has
the claimant asserted a claim against Aldrich,” and

i. Marked the “Pending” box in response to the Part 1
prompt “If yes, select the status of your claim against
Aldrich (check one and only one)” or

. Marked the “Other” box in response to the Part 1 prompt
“If yes, select the status of your claim against Aldrich
(check one and only one)” and then filled in either
“Pending” or “Yes,” or

e. Marked the “Yes” box in Part 6A, “Does the Mesothelioma
Claimant allege that the Injured Party had exposure to asbestos
for which Aldrich is or was responsible,” or by filling in details of
exposure in response to the questions in Part 6A.

With respect to Claims against Murray, a Claim was categorized as
pending when the Claimant completing the PIQ did any of the
following:

a. Marked the “Yes” box in response to the Part 1 question “Has
the claimant asserted a claim against Murray,” and

i. Marked the “Pending” box in response to the Part 1
prompt “If yes, select the status of your claim against
Murray (check one and only one)” or

. Marked the “Other” box in response to the Part 1 prompt
“If yes, select the status of your claim against Murray
(check one and only one)” and then filled in either
“Pending” or “Yes,” or

e. Marked the “Yes” box in Part 6B, “Does the Mesothelioma
Claimant allege that the Injured Party had exposure to asbestos
for which Murray is or was responsible,” or by filling in details of
exposure in response to the questions in Part 6B.

16
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69. Based on this initial assessment and calculation of pending status, and
after removing duplicate records, LAS’s analysis of the PIQs identified:

a. 3,584 Claimants with pending mesothelioma Claims against
Aldrich;

b. 2,824 Claimants with pending mesothelioma Claims against
Murray; and

C. 2,014 Claimants with pending mesothelioma Claims against both

Aldrich and Murray.

70. In some cases, the PIQ questions set forth above were not answered,
or the responses presented ambiguous information with respect to the
pending status of a Claim. In these situations, this Report relies on
documents submitted along with the PIQs, including in response to
Part 6 questions, such as, without limitation, complaints, exposure
narratives, cover letters, objections and other documentation.

71. The PIQ review process resulted in the removal of several Claims.
Following the completion of the PIQ review process, the following
counts of pending mesothelioma Claims remained:

a. Aldrich only: 3,117;
b. Murray only: 2,249; and
C. For both Aldrich and Murray, 1,571 mesothelioma Claims.

72. The PIQs pertain only to holders of certain prepetition mesothelioma
Claims.?”

73. | therefore used the claim counts from the Debtors’ Database for other
disease Claims.

C. Pending Claims Liability

74. To calculate the total liability for pending Claims for both Aldrich and
Murray, | caused to be determined a payment rate for Claims that were
paid historically and then applied that same payment rate to the
pending Claims set forth in Tables 3(a) and 3(b).

27 See PIQ Order at 2, Exhibit 2.

17



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 37 of 318
CONFIDENTIAL - REDACTED FROM PEO PURSUANT TO PROTECTIVE ORDER

75. The payment rate is based on resolutions of filed Claims in the
Database (that is, (x) the number of claims resolved with payment,
divided by (y) all claims that were resolved). The payment rates used
for forecasting purposes are calculated using the average annual
payment rates applicable to each of the Debtors’ predecessors during
the three full years prior to the Petition Date, and as set forth in Tables
4(a) and 4(b).

Table 4(a) - Payment Rates from Debtors’ Database (Aldrich Pump/Old IRNJ)22

FAVE B ) 20.770: 0.V : 1.0 12.97m
2016 46.0% 40.8% 45.5% 64.9%
2017 55.7% ...198%  400%  63.2%
2018 42.9% 51.5% 46.8% 58.9%
2019 50.8% 55.2% 64.6% 55.1%
2020 35.7%: 38.4% 60.0% 27.0%
Percentage of Paid Claims From 2017 to 2019
2017-19 | 49.3% 53.3% 48.6% : 59.5%

76. For example, the payment rate for Aldrich mesothelioma claims during
the three-year period prior to the bankruptcy has ranged from 42.9%
to 55.7%, with an average of approximately 49.3% of claims received
being paid.

77. Accordingly, that average rate of 49.3% is applied to mesothelioma
Claims in this liability estimate.

28 Based on LAS's review of the claims set forth in the Debtors’ Database, the lung cancer figure for
2017 is an outlier and accordingly has been excluded in the Calculations for Tables 4(a) and 4(b).

18
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Table 4(b) - Payment Rates from Debtors’ Database (Murray Boiler/Old Trane)

78.

79.

80.

81.

£Ul10 1T7.070: D2I.L70 : 9.9 VLT ™
2016 26.2% 26.9% 31.8%: 49.7%
2017 23% .. 81%  333%  50.7%
2018 19.1%: 34.7% 47.1% 52.3%
2019 23.6% 34.4% 66.7% 49.1%
2020 13.2%: 16.0% 43.5% 33.0%
Percentage of Paid Claims From 2017 to 2019
2017-19 | 21.4%: 34.5% 49.5% 50.7%

The payment rate for Old Trane (Murray) claims was historically lower
than the payment rate for claims filed against Old IRNJ. During the
seven full years preceding the Petition Date (i.e., 2013-2019), Murray’s
payment rate for mesothelioma claims has ranged from 19.1% to 27.5%,
with the payment rate for last three full years of filing averaging 21.4%.

Accordingly, that average payment rate of 21.4% is applied in this
liability estimate for mesothelioma Claims.

D. Average Payment Values

The next step in my analysis was to determine the average value for
paid claims.

These values are based on the average of historical settlement values
for each of Aldrich’s and Murray’s predecessors. The values utilized
appear in Tables 5(a) and 5(b) and are the average claim payment
amounts per year during the period of 2017 to 2019, the last three full
years of settlements (adjusted for inflation to 2020).

19
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Table 5(a) - Settlement Averages (Aldrich Pump/Old IRNJ)>°

£Ul10 947,300 P47, 400 241,0Ur 24,021
2016 $61,667 . $18,136 . 513,364 |  $3,264
2017 $55,776 . $17,506 = $11,027 $4,016
2018 $58,289 = $19,269 = $15,408 $3,511
2019 $53,987 = $17,809 & $12,822 $5,471
2020 $39,080 . $16,930 @ $9,177 $2,098
Settlement Averages From 2017 to 2019
2017-19 | 55964 | $18150 @ $13,057 | $4,284

Table 5(b) - Settlement Averages (Murray Boiler/Old Trane) *°

FAVE S ) JO%,UTH P£3,3£0 20,00V - g B §
2016 586,011 $24,462 $5,600 $2,155
2017 $102,236 $23,502 $6,252 $3,019
2018 $87,146 $22,185 $10,537 $3,676
2019 586,115 $26,358 $11,849 $2,169
2020 $57,772 $10,760 $6,399 $1,909
Settlement Averages From 2017 to 2019
2017-19 [ $91,632 $24,110 $10,230 : $2,976

82. Asshown in Tables 5(a) and 5(b), Old IRNJ and Old Trane, the
predecessors to Aldrich and Murray, resolved mesothelioma claims for

2% The settlement averages in Tables 5(a) and 5(b) account for inflation using the actual CPI to 2020
dollars (the year of the bankruptcy filings). The inflation rates used are presented in Appendix I.

30 The settlement averages in Tables 5(a) and 5(b) account for inflation using the actual CPI to 2020
dollars (the year of the bankruptcy filings). The inflation rates used are presented in Appendix I.
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substantially different values. Over the last three full years of claim
payments preceding the corporate restructurings that led to the
creation of Aldrich and Murray (2017-2019), Aldrich (Old IRNJ)
mesothelioma claims were paid an average of $55,964, while Murray
(Old Trane) mesothelioma claims were paid at a much higher average
of $91,632.

83. Figures 1(a) and 1(b) show the general consistency of the historical
claim payment amounts after adjustment for inflation especially during
the period from 2015 to 2019.

Figure 1(a) - Average Inflation-Adjusted Payments (Aldrich Pump/Old IRNJ)

Inflation-adjusted Settlement Averages for Aldrich Claims

$60,000
ko) (%]
o E $50,000 =@-Mesothelioma
323
'8 -(gc $40,000 Lung Cancer
C o
25 Other Cancers
= ‘» $30,000
£ £ Non-malignancies
s
&2 $20,000
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= 3
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Figure 1(b) - Average Inflation-Adjusted Payments (Murray Boiler/Old Trane)

84. After calculating these historical averages, | applied them to calculate
the value of both pending and future Aldrich and Murray Claims.

E. Pending Claims Liability

85. By applying the cumulative average liquidated values derived during
the 2017-2019 period to the pending claim counts in Tables 2(a) and
2(b), | calculated the total liability for pending Claims. These
calculations appear in Tables 6(a) through 6(d).

Table 6(a) - Pending Claims Liability - Database (Aldrich Pump)

22



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 42 of 318
CONFIDENTIAL - REDACTED FROM PEO PURSUANT TO PROTECTIVE ORDER

86. My calculations indicate that mesothelioma liability is 68.8% of the
total, meaning that the effective gross-up for non-mesothelioma Claims
to be applied for Aldrich pending Claims liability, based on the Debtors’
Database, is approximately 45.4%.

Table 6(b) - Pending Claims Liability - Database (Murray Boiler)

87. My calculations indicate that mesothelioma liability is 59.5% of the
total, meaning that the effective gross-up for non-mesothelioma Claims
to be applied for Murray pending Claims liability based on the Debtors’
Database is approximately 68%.

88. This estimate, based on the Debtors’ Database, calculates total
aggregate liability of approximately $262.7 million for pending Claims,
with approximately $154.3 million attributable to Aldrich and
approximately $108.4 million attributable to Murray. This total liability
calculation across all diseases includes mesothelioma, lung cancer,
other cancer, and non-malignant asbestos-related Claims.

89. When this total liability estimate is calculated using the number of
pending Claims based on information set forth in the PIQs, the total
liability estimate is lower, as discussed in the following section.

90. My estimates of pending Claims liability based on the PIQs appear in
Tables 6(c) and (d).

91.  The estimates of pending Claims liability based on the PIQs value
mesothelioma Claims using the PIQs. Because the PIQs did not
address other diseases, the other disease counts from the Debtors’
Database were used herein.
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Table 6(c) - Pending Claims Liability Based on PIQs (Aldrich Pump)

92.

My calculations indicate that mesothelioma liability is 66.2% of the total
pending Claims liability calculated using the PIQs for all diseases,
meaning that the effective gross-up for non-mesothelioma Claims to
be applied for Aldrich pending Claims liability, based on the PIQs, is
approximately 51%.

Table 6(d) - Pending Claims Liability Based on PIQs (Murray Boiler)

93.

94.

My calculations indicate that mesothelioma liability is 51.5% of the total
pending Claims liability calculated using the PIQs for all diseases,
meaning that the effective gross-up for non-mesothelioma Claims to
be applied for Murray pending Claims liability, based on the PIQs, is
approximately 94%.

My estimate based on the PIQs calculates total aggregate liability of
approximately $233.1 million (with $142.5 million attributed to Aldrich
and $90.6 million attributed to Murray) for pending Claims. This total
liability includes mesothelioma, lung cancer, other cancer, and non-
malignant asbestos-related Claims.
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VI. Forecasting Tort Liabilities for Future Claims

95. The estimation of the Debtors’ liability for future Claims required
determining the annual number of Claims each year in the future and
that, but for these chapter 11 cases, would have been or would be filed
against Aldrich and/or Murray.

96. For purposes of this Report, the count for the number of future Claims
begins in July 2020, the first month immediately following the Petition
Date.

97. The same methods and parameters discussed in detail above in this
Report have been applied to the number of estimated Claims to be
expected in each year in the future. Those parameters are set forth
below in Table 7, and are further explained in subsections A, B, and C.

98. To forecast liability for future Claims, | have assumed that each future
Claim would be paid at the same average payment amounts previously
calculated and used for pending Claims, and that the future Claims will
continue to be paid at the average values, adjusted for observed
inflation during the period from 2020 through 2025, and at an inflation
rate of 3.2% post-2025.3!

99. | also determined the net present value of the estimated future
liabilities by discounting the liability for each year back to 2020 using a
rate of 1%, which approximates the risk-free rate of return as of the
Petition Date.®?

3! This rate is derived from a blending of the forecast Consumer Price Index, which has a projected
annual growth to be roughly 2.3% over the next 25 years; the Medical Care CPI, which has exhibited
a 3.4% compound annual growth rate (“CAGR”) over the last 25 years; and the Employment Cost
Index, which has exhibited a 4.0% CAGR over the last 25 years. These data are available at:
Projected Annual Growth of the CPI-U - Long-Term Economic Projections, dated March 2025
(https://www.cbo.gov/data/budget-economic-data ); Medical CPI
(https://data.bls.gov/dataViewer/view/timeseries/CUUROOO0O0SAM ); and Employment Cost Index
(https://www.bls.gov/eci/tables.htm).

32 At that time the interest rate on 3-month Treasuries was 016%, 0.71% on 10-year Treasuries, and
1.47% on 30-year Treasuries. See U.S. Department of the Treasury, Daily Treasury Par Yield Curve
Rates (June 18, 2020), https://home.treasury.gov/resource-center/data-chart-center/interest-
rates/TextView?type=daily treasury_yield curve&field tdr_date value=2020 (last visited Sept. 11,
2025).
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100. Using the discount rate as of the Petition Date is appropriate in
estimation.33

Table 7 - Parameters for Initial Forecast (Aldrich and Murray)

A. Future Claims Forecasting - Nicholson Method

101. The estimation of liability for future Claims required a determination of
the number of likely future Claims on which to base liability. Because
these Claims have not yet ripened into measurable existence, | looked
to epidemiological forecasts of annual future mesothelioma incidence
to determine what percentage of that mesothelioma incidence would
likely result in a future claim against Aldrich and/or Murray, and then
applied that percentage of incidence to estimate the number of future
Claims on an annual basis

102. To obtain the incidence of future mesothelioma Claims,®* | and LAS
used a model known as the Nicholson model. In 1982, William
Nicholson, George Perkel, and Irving Selikoff published a paper
estimating the total number of workers who had been exposed to
asbestos in the workplace through 1979 and the number of deaths
arising (and anticipated to arise) from asbestos exposure from 1967 to
2027.%% These deaths include (and are projected to include) those due
to mesothelioma, lung cancer, and all other malignancies consisting
primarily of gastrointestinal cancers. Since publication, Nicholson’s
methods and results have been used as a basis, and are generally

33 See, e.g., In re Garlock Sealing Techs., 504 B.R. 71, 88 (Bankr. W.D.N.C. 2014) (citing In re Eagle-
Picher Indus., Inc., 189 B.R. 681, 682 (Bankr. S. D. Ohio 1995)).

34 The same steps apply to estimating the future incidence of lung cancer claims. Other cancers and
non-malignant claims are not forecast directly using the Nicholson Model. They are predicted instead
through their historical relationships to lung cancer incidence.

35 W.J. Nicholson, et al., Occupational exposure to asbestos: Population at risk and projected mortality
- 1980-2030. American Journal of Industrial Medicine, 3:259-311 (1982).
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103.

104.

105.

106.

107.

108.

109.

110.

accepted, for purposes of calculating estimates of future claims in
most bankruptcy proceedings for injuries arising from workplace
asbestos exposure, both by businesses and by asbestos trusts.

The Nicholson mesothelioma forecast accurately tracked annual
mesothelioma incidence for over two decades.

Beginning in 2004, the Nicholson forecast began to systematically and
increasingly deviate from actual national mesothelioma incidence. To
correct for the actual history and experience, | applied a revised
version of the Nicholson model that accounts for longer life
expectancies, which results in a closer correlation to actual
mesothelioma incidence as it exists.

This version of the revised Nicholson model also accounts for higher
annual disease incidence in recent years and extends the period of
asbestos exposures that led to disease to 1989 from 1979 (the last
year of exposure that Nicholson used in his forecast).

To use the Nicholson Method, it is necessary to calculate the rates at
which potential claims have been filed in the past. This is known as the
propensity to sue.

To forecast the number of Claims expected to be filed in each future
year (beginning with 2021), | applied the standard Nicholson Method.

This method starts with data on actual claims for mesothelioma
received by Aldrich and Murray’s predecessors in recent years. | then
calculated (separately) the total percentage that these Aldrich and
Murray claims represent of the incidence of each cancer that occurred
in the U. S. in those same years.

Incidence counts represent the maximum potential number of filings
that could arise in each year that potentially could have been filed with
Aldrich’s and Murray’s predecessors.

The propensity to sue was calculated by dividing (i) the number of
mesothelioma claims against each of Aldrich and Murray’s
predecessors in the tort system during the base period of 2017-2019
by (ii) the national incidence of that disease during the same period:

Propensity to sue for injury = Number of Claims for a specific injury filed
in a past period / Total incidence of that injury in the same period
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11.

12.

13.

The propensity to sue for Aldrich was 0.619 (that is, 61.9% of
mesothelioma claims that arose between 2017 and 2019 were filed as
claims against Aldrich’s predecessor in the tort system).

The propensity to sue for Murray was 0.479 (that is, 47.9% of
mesothelioma claims that arose between 2017 and 2019 were filed as
claims against Murray’s predecessor in the tort system).

To calculate the number of future Claims, | multiplied the incidence of
disease in each future year by the propensity to sue. More specifically,
| multiplied (i) the number of future Claims predicted by the revised
Nicholson model by (ii) the propensity to sue from the 2017-2019
period. Tables 8a and 8b on the following pages set forth the forecast
of future asbestos-related Claim filings using the Nicholson Method.

[This space intentionally left blank.]
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Table 8(a) - Forecast Filings from Nicholson Method (Aldrich Pump)3¢

36 Excluding 2020 actual filings.
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Table 8(b) - Forecast Filings from Nicholson Method (Murray Boiler)3’

7 Excluding 2020 actual filings.
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114. Figures 2(a) and 2(b) overlay graphs depicting the historical number of
Claims for Aldrich (Old IRNJ) and Murray (Old Trane) with those Claims
forecast into the future using the Nicholson Method. For Aldrich, |
forecast that there will be more than 800 mesothelioma Claims filed
each year through at least 2032. For Murray, | forecast that there will
be more than 600 mesothelioma Claims filed each year during the
same period.

Figure 2(a) - Historical Claims and Forecast of Future Claims
(Aldrich Pump/Old IRNJ)
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Figure 2(b) - Historical Claims and Forecast of Future Claims

(Murray Boiler/Old Trane)
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B. Historical Sales Model
115.  As an alternative to the Nicholson Method to predict the number of

116.

future asbestos personal injury Claims against each of the Debtors, |
used the correlation between the sales data of Old IRNJ (Aldrich) and
Old Trane (Murray), the Debtors’ predecessors, to observed asbestos
claim filings against those predecessors. This methodology is based on
the observed relationship between the asbestos consumption and the
correlating incidence of mesothelioma.

Figure 3 reflects the correlation of mesothelioma incidence to
asbestos consumption by depicting mesothelioma incidence from 1975
to 2022 (left vertical scale) together with U.S. asbestos consumption
(right scale) from 1932 (= 1975 - 43) to 1979 (=2022 - 43).
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Figure 3 - Mesothelioma Incidence and Asbestos Consumption

Mesothelioma Incidence (1975-2022) and
Asbestos Consumption (1932-1979, 43 Years Ago)
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117. The time scale for asbestos consumption is shifted back by 43 years —
the span resulting in the greatest correlation between mesothelioma
incidence and asbestos consumption. In addition to the data shown as
points in Figure 3, smooth curves illustrate just how parallel
mesothelioma incidence and asbestos consumption 43 years ago
actually proved to be.

118. The asbestos exposure to mesothelioma incidence correlation that is
illustrated here may be used to correlate the sales data of Aldrich’s
and Murray’s corporate predecessors, Old IRNJ and OIld Trane (and, in
turn, the corporate predecessors to those entities), to observed
mesothelioma claim filings.3®

119. The main idea was set out by KPMG (Australia) in the estimation of
liability arising from asbestos contained in James Hardie building

38 See Dunbar, et al., Estimating Future Claims (1996) 65.
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120.

121.

122.

123.

124.

125.

126.

products,® and separately by Clements, Berry, and Shi (2007).%° They
computed the joint distribution of asbestos exposure (e.g., asbestos
use/consumption per year) and latency distribution (the time span from
first exposure to manifestation of disease), then reported mean latency
by year to estimate and forecast mesothelioma.

| used this correlation between exposure and latency to estimate and
forecast mesothelioma incidence from asbestos consumption.

LAS obtained annual total sales (from 1940 to 1994 in millions of
dollars) for the corporate predecessors of both Aldrich (Old IRNJ and
its predecessors) and Murray (Old Trane and its predecessors) from
public sources.

The Old Trane sales data was added to the American Standard sales
data, yielding separate sets of sales data, one each for (i) Aldrich and
its predecessors and (ii) Murray and its predecessors.

The raw sales data required two modifications to correspond with
incidence each year: eliminating the effects of inflation and adjusting
for the changes in the nationwide volume of asbestos in use each year.

To deal with inflation, | applied the Producer Price Index (“PPI”) for
machinery and equipment to the Old IRNJ and Old Trane data to adjust
the sales totals to 1994 values. This resulted in differences between
sales data for each year that are more likely to accurately reflect the
actual volume of products sold.

To deal with volume, | first used the United States Geological Survey
data on asbestos consumption* to construct a year-to-year profile of
the likely volume of asbestos that was incorporated into the products
sold.

| then used this profile to apportion the asbestos content of both Old
IRNJ and Old Trane products over time.

39 See e.g., KPMG, Valuation of Asbestos-Related Disease Liabilities of former James Hardie entities
(“the Liable Entites [sic]”) to be met by the AICF Trust (March 31, 2017) 18, available at
https://www.aicf.org.au/actuarial.php.

40 Clements, M., Berry, G., & Shi, J. Actuarial projection for mesothelioma: An epidemiological
perspective. Presented to the Institute of Actuaries of Australia, XI'" Accident Compensation Seminar,

April 2007.

41 See https://www.usgs.gov/media/files/asbestos-historical-statistics-data-series-140.
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127. Figure 4 illustrates the annual sales figures (in millions of dollars)
adjusted by the Producer Price Index to 1994 values.

Figure 4 - Annual Sales of Debtors’ Predecessors
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128. Figure 5 illustrates the result of applying the asbestos use profile (red
line, right vertical scale) to the PPl-adjusted sales data.
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Figure 5 - National Asbestos Use and Annual Sales of Debtors’ Predecessor
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129. The numbers of claims filed applying the 43-year latency period
previously calculated were then overlaid with the double-adjusted
sales.

130. This produced a forecast of future mesothelioma filings.

131.  Figures 6(a) and 6(b) illustrate historical mesothelioma claim filings
overlaid with the Sales Method forecast. The historical and overlaid
values are close and follow similar trends.
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Figure 6(a) - Aldrich Pump - Mesothelioma Filings and Sales Method Forecast
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Figure 6(b) - Murray Boiler - Mesothelioma Filings and Sales Method Forecast
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132. The forecasts of historical claims prove to be nearly identical to those
resulting from the Nicholson Method, providing independent
confirmation of the projections.

133. Tables 8(c) and 8(d) on the following pages contain the results of my
analysis using this alternate sales-based forecast to estimate future
mesothelioma Claim filings.

134. The lung cancer projections are based on the ratio of recent lung
cancer personal injury claim filings to mesothelioma personal injury
claim filings in the tort system.? Other cancer and non-malignant claim
filings are based on the ratio of recent non-malignant claim filings to
lung cancer claim filings.

[This space intentionally left blank.]

42 KCIC, Asbestos Litigation: 2024 Year in Review, 4. Trends in lung cancer personal injury claims
filings are actively changing. My final report may take into account future trends.
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Table 8(c) - Forecast Future Claim Filings from Sales Method (Aldrich Pump)+

43 Excluding 2020 actual filings.
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Table 8(d) - Forecast Future Claim Filings from Sales Method (Murray Boiler)**

44 Excluding 2020 actual filings.
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135.

C. Future Claims Liability

| have calculated liability for future Claims using the same methodology
and formula used for pending Claims:

Liability = Number of Claims x Payment Rate x Average Settlement Value

136.

137.

138.

139.

140.

141.

The claim payment rates used were taken from Tables 4(a) and 4(b)
and reflect the percentage of resolved claims that were paid for the
last three full years preceding the Debtors’ chapter 11 cases.

The average settlement values are set forth in Tables 5(a) and 5(b) and
represent the average resolution amount for settled claims in the three
full years preceding the Debtors’ chapter 11 cases.

The average claim payment rates were then applied to the projected
number of claim filings expected annually, as set out in Tables 8(a)
though 8(d).

Three of the mesothelioma Claims forecast for each Debtor under
both the Nicholson Method and the Sales Method were valued as jury
verdicts rather than settlements.*

The nominal liabilities based on the forecast numbers of approved
claims described above and the liquidated values set out in Tables 4(a)
and 4(b) were then adjusted for the expected rates of inflation, as set
forth in Appendix .

| then calculated the present value of such average claim payments —
i.e., how much money would be needed to pay all future Claims if the
payor could earn an annual 1.0%. The NPV (Net Present Value)
calculations are shown in the following tables. As with the pending
Claims, the last lines of the table (here, “NPV of Inflation-Adjusted”)
are in 2020 dollars.

45 See Section VIl infra.
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i. Aldrich Pump

1. Nicholson Method Liability

Table 9(a) - Future Claims Liability (Nicholson Method) (Aldrich Pump)

142.

143.

144.

145.

My calculations indicate that mesothelioma liability is 82% of the total,
meaning that the effective gross-up for non-mesothelioma Claims to
be applied for Aldrich future Claims liability, based on the Nicholson
Method, is approximately 21.9%.

For Aldrich, the liability estimate for future Claims of all diseases using
the Nicholson Method and a net present value discount rate of 1% is
approximately $1.076 billion.

Adding the $142.5 million calculated for pending Claims based on the
PIQs to the estimate for future Claims at NPV in Table 9(a) provides a
total net present value for both pending and future Claims using the
Nicholson Method for Aldrich of approximately $1.218.8 billion. The
number of Claims, payment rate, and values of both pending and future
Claims are combined in Table 9(b).

Adding the $154.3 million calculated for pending Claims based on the
Debtors’ Database to the estimate for future claims at NPV in Table
9(a) provides a total net present value for both pending and future
Claims using the Nicholson Method for Aldrich of approximately $1.231
billion. The number of Claims, payment rate, and values of both
pending and future Claims are combined in Table 9(c).
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Table 9(b) - Total Indemnity Liability for Aldrich Pump (Pending - PIQ, Future-

146.

Nicholson Method)

My calculations indicate that mesothelioma liability is 80.2% of the total
for all diseases, meaning that the effective gross-up for non-
mesothelioma Claims to be applied for Aldrich indemnity liability, using
the PIQs to calculate pending Claims liability and the Nicholson Method
to calculate future Claims liability, is approximately 24.7%.

Table 9(c) - Total Indemnity Liability for Aldrich Pump (Pending - Database,

147.

Future-Nicholson Method)

My calculations indicate that mesothelioma liability is 80.4% of the
total for all diseases, meaning that the effective gross-up for non-
mesothelioma Claims to be applied for Aldrich indemnity liability, using
the Debtors’ Database to calculate pending Claims liability and the
Nicholson Method to calculate future Claims liability, is approximately
24.4%.
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2. Sales Method Liability

Table 10(a) - Future Claims Liability (Sales Method) (Aldrich Pump)

148.

149.

150.

151.

My calculations indicate that mesothelioma liability is 77% of the total
for all diseases, meaning that the effective gross-up for non-
mesothelioma Claims to be applied for Aldrich future Claims liability,
based on the Sales Method, is approximately 29.8%.

For Aldrich, the liability estimate for future Claims for all diseases using
the Sales Method and a NPV discount rate of 1% is approximately
$1.212 billion.

Adding the $142.5 million liability for pending Claims for all diseases
calculated using the PIQs to the liability for future Claims for all
diseases at the NPV in Table 10(a) yielded a net present value for both
pending and future Claims for Aldrich of approximately $1.354 billion.
The number of Claims, payment rates, and claim values of both
pending and future Claims, as combined, are set forth in Table 10(b).

Adding the $154.3 million liability for pending Claims for all diseases
calculated using the Debtors’ Database to the liability for future Claims
at the NPV in Table 10(a) yielded a net present value for both pending
and future Claims for all diseases for Aldrich of approximately $1.366
billion. The number of Claims, payment rates, and claim values of both
pending and future Claims, as combined, are set forth in Table 10(c).
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Table 10(b)- Total Indemnity Liability for Aldrich Pump (Pending - PIQ, Future -

152.

Sales Method)

My calculations indicate that mesothelioma liability is 75.9% of the total
for all diseases, meaning that the effective gross-up for non-
mesothelioma Claims to be applied for Aldrich indemnity liability, using
the PIQs to calculate pending Claims liability and the Sales Method to
calculate future Claims liability, is approximately 31.8%.

Table 10(c) - Total Indemnity Liability for Aldrich Pump (Pending - Database,

153.

Future - Sales Method)

My calculations indicate that mesothelioma liability is 76.1% of the total
for all diseases, meaning that the effective gross-up for non-
mesothelioma Claims to be applied for Aldrich indemnity liability using
the Debtors’ Database to calculate pending Claims liability and the
Sales Method to calculate future Claims liability is approximately
31.4%.
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i Murray Boiler

1. Nicholson Method Liability

Table 11(a) - Future Claims Liability (Nicholson Method) (Murray Boiler)

154.

155.

156.

157.

My calculations indicate that mesothelioma liability is 78.4% of the total
for all diseases, meaning that the effective gross-up for non-
mesothelioma Claims to be applied for Aldrich future Claims liability,
based on the Nicholson Method, is approximately 27.5%.

For Murray, the liability estimate for future Claims for all diseases using
the Nicholson Method and a net present value discount rate of 1% is
approximately $660.6 million. This is shown in Table 11(a).

Adding the $90.6 million in liability for pending Claims calculated using
the PIQs to the future Claims estimated liability in Table 11(a) provides
a total net present value for both pending and future Claims using the
Nicholson Method for Murray of approximately $751.2 million. The
number of Claims, payment rates, and claim values of both pending
and future Claims are combined and shown in Table 11(b).

Adding the $108.4 million in liability for pending Claims calculated using
the Debtors’ Database to the future Claims estimated liability in Table
11(a) provides a total net present value for both pending and future
Claims using the Nicholson Method for Murray of approximately $769
million. The number of Claims, payment rates, and claim values of both
pending and future claims are combined and shown in Table 11(c).
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158.

159.

Table 11(b) - Total Indemnity Liability for Murray Boiler
(Pending - PIQ, Future - Nicholson Method)

My calculations indicate that mesothelioma liability is 75.2% of the
total, meaning that the effective gross-up for non-mesothelioma Claims
to be applied for Murray indemnity liability, using the PIQs to calculate
pending Claims liability and the Nicholson Method to calculate future
Claims liability, is approximately 33%.

Table 11(c) - Total Indemnity Liability for Murray Boiler
(Pending - Database, Future -Nicholson Method)

My calculations indicate that mesothelioma liability is 75.7% of the
total, meaning that the effective gross-up for non-mesothelioma Claims
to be applied for Murray indemnity liability, using the Debtors’ Database
to calculate pending Claims liability and the Nicholson Method to
calculate future Claims liability, is approximately 32%.
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2. Murray - Sales Method Liability

Table 12(a) - Future Claims Liability (Sales Method) (Murray Boiler)

160. My calculations indicate that mesothelioma liability is 74.9% of the total

161.

162.

163.

for all diseases, meaning that the effective gross-up for non-
mesothelioma Claims to be applied for Aldrich future Claims liability,
based on the Sales Method, is approximately 33.6%.

For Murray, the liability estimate for future Claims for all diseases using
the Sales Method and a net present value discount rate of 1% is
$694.4 million. This is shown in Table 12(a).

Adding the $90.6 million in liability for pending Claims calculated using
the PIQs to the future Claims estimated liability provides a total net
present value for both pending and future Claims using the Nicholson
Method for Murray of approximately $785 million. The number of
Claims, payment rates, and claim values of both pending and future
Claims are combined and shown in Table 12(b).

Adding the $108.4 million in liability for pending Claims calculated using
the Debtors’ Database to the future Claims estimated liability provides
a total net present value for both pending and future Claims using the
Nicholson Method for Murray of approximately $802.8 million. The
number of Claims, payment rates, and claim values of both pending
and future Claims are combined and shown in Table 12(c).

48



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc

Exhibits A-G Page 68 of 318

CONFIDENTIAL - REDACTED FROM PEO PURSUANT TO PROTECTIVE ORDER

164.

165.

Table 12(b) - Total Indemnity Liability for Murray Boiler
(Pending - PIQ, Future - Sales Method)

My calculations indicate that mesothelioma liability is 72.2% of the
total, meaning that the effective gross-up for non-mesothelioma Claims
to be applied for Murray indemnity liability, using the PIQs to calculate
pending Claims liability and the Sales Method to calculate future
Claims liability, is approximately 38.6%.

Table 12(c) - Total Indemnity Liability for Murray Boiler
(Pending - Database, Future - Sales Method)

My calculations indicate that mesothelioma liability is 72.8% of the
total, meaning that the effective gross-up for non-mesothelioma Claims
to be applied for Murray indemnity liability, using the Debtors’ Database
to calculate pending Claims liability and the Sales Method to calculate
future Claims liability, is approximately 37.4%.
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il Combined Subtotal for Base Tort Indemnity
Liability

Table 13 - Combined Base Tort Indemnity Liability

Disaggregated by Disease Category+®

Low High
Debtor Meso Others Total Meso Others Total
Aldrich $977.5§ $241.3| $1,218.8( $1,039.9 $326.6( $1,366.5
Murray $564.7! $186.5 $751.2 $584.3: $218.5 $802.8
Total $1,542.2: $427.8| $1,970.0| $1,624.2% $545.1 $2,169.3

166. The base tort indemnity liability estimate set forth in the low and the
high ends of the range disaggregated into liability for mesothelioma
Claims and liability for Claims for other diseases is set forth in Table 13.
This estimate does not include indemnity liability for “unknown disease”
Claims or tolled Claims, which are addressed in Sections VIl and VIl
below.

167. This is derived as follows:

a. Using the Nicholson Method to forecast future Claims, when
combined with pending Claims derived from the Debtors’
Database, the net present value of the aggregate liability for
both Aldrich and Murray combined for purposes of a tort
estimate liability is approximately $2.0 billion.

b. Using the Nicholson Method to forecast future Claims, when
combined with pending Claims derived from the PIQs, the net
present value of the aggregate liability for both Aldrich and
Murray combined for purposes of a tort estimate liability is
approximately $1.97 billion.

C. Using the Sales Method to forecast future Claims, when
combined with pending Claims derived from the Debtors’
Database, the net present value of the aggregate liability for
both Aldrich and Murray combined for purposes of a tort
estimate liability is approximately $2.17 billion.

d. Using the Sales Method to forecast future Claims, when
combined with pending Claims derived from the PIQs, the net
present value of the aggregate liability for both Aldrich and

46 The figures in Table 13 are drawn from Tables 11(b), 11(c), 12(b), and 12(c) and are $millions in NPV.
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168.

169.

Murray combined for purposes of a tort estimate liability is
approximately $2.1 billion.

The low end of the forecast range is calculated by adding the pending
Claims estimate from the PIQs and the future Claims estimate from the
Nicholson Method.

The high end of the forecast range is calculated by adding the pending
Claims estimate from the Debtors’ Database and the future Claims
estimate from the Sales Method.

VIl. Jury Verdicts

170.

171.

172.

173.

174.

175.

Because this Report is intended to provide an estimate of the Debtors’
liability in the tort system, the estimate should also account for the
possibility of jury verdicts.

There was one jury verdict against Aldrich in 2016.

The decedent was || ], who was diagnosed with
mesothelioma in 2003. Aldrich’s predecessor paid her surviving
husband and children a post-verdict settlement of S| on
December 1, 2017.

The existence of the |l verdict reflects the possibility of jury
verdicts in the future.*”

| believe it is reasonable to assume that each of the Debtors would be
held liable in three jury verdicts between 2025 and 2060.

Based on results in Mealey’s Asbestos Report, the average
mesothelioma verdict over the last three years is $15.3 million (adjusted
to 2020 dollars).*®

“TThis is based on the history of the Debtors through the Petition Date and does not account for the
possible effect of the bankruptcy filings or higher potential verdict rates in the future.

48 See Mealey’s Asbestos Verdicts and Settlements: Jan. 2022-Dec. 2022 (Jul. 23, 2023); Mealey’s
Asbestos Verdicts and Settlements: Jan. 2023-Dec. 2023 (Jul. 16, 2024); Mealey’s Asbestos Verdicts
and Settlements: Jan. 2024-Dec. 2024 (Jul. 27, 2025). For purposes of this initial Report, | have
adopted a conservative approach and used the average mesothelioma verdict of $15.3m in
calculating estimated verdict values. Based on the facts underlying Claims against these Debtors,
which | am continuing to review and which will be the subject of additional discovery, higher verdict
amounts and/or other damages calculations may be used in my final Report.
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176. For each Debtor, | valued three forecast mesothelioma Claims using
this average mesothelioma verdict value rather than the Debtor’s
applicable average settlement value.

VIll. Database Claims Labeled as “Unknown Disease”

177. There are more than 53,000 Claims labeled as “unknown disease” in
the Debtors’ Database that were filed against each of Aldrich and
Murray’s predecessors in the tort system (53,556 against the former
and 53,952 against the latter).

178. Of the unknown disease Claims set forth in the Debtors’ Database
against Aldrich’s predecessor, 13,365 (25%) were dismissed without
prejudice. Another 27,254 (51%) were categorized as a “generic
dismissal.” There is no basis to suggest that these Claims could not
potentially be refiled against Aldrich in the tort system.

179. Of the unknown disease Claims set forth in the Debtors’ Database
against Murray’s predecessor, 4,075 (7.5%) were dismissed without
prejudice. Another 33,295 (61.7%) were categorized as a “generic
dismissal.” There is no basis to suggest that these Claims could not
potentially be refiled against Murray in the tort system.

180. Moreover, there remain 3,723 unknown disease Claims marked as
“open” against Aldrich and 3,478 unknown disease Claims marked as
“‘open” against Murray in the Debtors’ Database.

181. As aninitial step, | have assigned a preliminary valuation to the Claims
tagged in the Debtors’ Database as “unknown disease” and remaining
open. This preliminary valuation is based on reallocating the unknown
disease Claims to known disease categories according to the relative
percentages represented by each of those categories.

182. Ireserve the right to modify this preliminary valuation, including without
limitation, should further discovery (particularly into the Debtors’ claims
management and dismissal practices) suggest that unknown disease
claims, including without limitation those marked as dismissed without
prejudice or with a generic dismissal, have additional value.

183. Applying the payment rates and average values set forth in Tables 4(a)
and 5(a) for Aldrich leads to a preliminary value of approximately an
additional $31.9 million for pending mesothelioma Claims previously
labeled as “unknown disease” claims.
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184. This relabeling of claims and allocation also increases the Aldrich
future Claims forecast by 2.12%, leading to an increase in liability for
such Claims of between approximately $18.7 million and $19.8 million,
and a total increase for mesothelioma Claims of between

approximately $50.6 and $51.7 million net present value.

185. My calculations indicate that the effective gross-up to be applied for
Aldrich liability based on the Claims marked as “unknown disease” in

the Debtors’ Database is between 36.7% and 39.4%.

186. The total increase in Aldrich liability is therefore between

approximately $69.2 million and $72.0 million net present value.

187. Applying the payment rates and average values set forth in Tables 4(b)
and 5(b) for Murray leads to a preliminary value of approximately an
additional $13.9 million for pending mesothelioma Claims previously

labeled as “unknown disease” claims.

188. This relabeling of claims and allocation also increases the Murray
future Claims forecast by 1.27%, leading to an increase in liability for
such Claims of between approximately $6.58 million and $6.6 million,
and a total increase for mesothelioma Claims of between

approximately $20.47 and $20.5 million net present value.

189. My calculations indicate that the effective gross-up to be applied for
Murray liability based on the Claims marked as “unknown disease” in

the Debtors’ Database is between 55.1% and 57.0%.

190. The total increase in Murray liability is therefore between

approximately $31.8 million and $32.2 million.

Table 15 - Combined Liability for Unknown Disease Claims (Indemnity)

pending mesos future mesos total mesos total all diseases

Debtor Low High Low High Low High Low High
Aldrich $31.9 $31.9 $18.7 $19.8 $50.6 $51.7 $69.2 $72.0
Murray $13.9 $13.9 $6.58 $6.60 $20.47 $20.50 $31.8 $32.2
Combined $45.8 $45.8 $25.3 $26.4 $71.1 $72.2 | $100.9 | $104.2
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IX. Claims Subject to Tolling Agreements

191.

192.

193.

194.

195.

196.

197.

198.

The Committee has received several exemplar agreements between
asbestos personal injury plaintiffs’ law firms and one or both of the
Debtors’ predecessors.

Some of these agreements including tolling provisions with varied
terms, certain of which indefinitely toll the statute of limitations.*® In
other words, the Debtors’ predecessors deferred the necessity of
addressing some number of claims indefinitely.

Discovery is ongoing and may affect my understanding of the scope
and nature of the tolling agreements that the Debtors entered into, and
my estimate of their liability as a result.

It is unknown whether tolled cases are included in those that have
been filed and dismissed, either without prejudice or as “generic
dismissals.” Nor is it known whether there is a substantial population of
Claims that do not appear anywhere in the Debtors’ Database.

While there was a proof of claim process for mesothelioma Claims, the
POC Order does not specify the future treatment of mesothelioma
Claimants who did not participate.®°

As aresult, | have assumed for purposes of this Report that additional
Claims may be filed or otherwise presented for payment against
Aldrich and/or Murray in the tort system.

| have calculated the value of these additional Claims as follows for
each Debtor.

For Aldrich:

a. Of three firms with known agreements that included tolling, one
with a large volume of claims filed accounted for 12% of all
mesothelioma claims listed in the Debtors’ Database as filed
against Aldrich’s predecessors in the four years prior to the
settlement agreement going into effect.

4° Seg, e.g., Aldrich-Murray-EST_00146542 at 1.

50 See generally POC Order. The POC process is also irrelevant to other diseases.
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b. After its settlement agreement came into effect, that same firm
only filed 4% of the mesothelioma claims against Aldrich’s
predecessors as listed in the Debtors’ Database.

C. This change occurred while that firm’s settled claims began to
show as being resolved without the filing of a complaint (“off-
complaint”) in the Debtors’ Database.

d. | believe the 8% difference represents mesothelioma Claims that
have not been filed yet because of a tolling arrangement.

e. This can be confirmed by an analysis of the PIQs.

f. In the PIQ processes, this firm reported 826 Claims that were
not previously present in the Debtors’ Database. Of these, 806
remain pending.

g. These Claims represent 8.3% of the total mesothelioma claims
filed by this firm between 2014 and the Petition Date.

h. This is equivalent to an increase in the propensity to sue
because these are claims that would have been filed but for the
tolling agreements.

i. | increased this propensity to sue to 10% as overall there were
994 PIQs that represent pending mesothelioma Claims that
were not present in the Debtors’ Database.®

J. Accordingly, | have increased the liability for pending and future
Claims by 10%, leading to an increase in liability for
mesothelioma Claims of between approximately $98.9 and $104
million.

k. My calculations indicate that the effective gross-up to be applied
for Aldrich liability to account for all potential tolled Claims is
between 24.4% and 31.5%.

l. The total increase in Aldrich liability to account for tolled Claims
is therefore between approximately $123.1 million and $136.7
million net present value.

5] apply this increase to the estimate of pending Claims calculated using the Debtors’ database, and
the estimates of future Claims calculated using both the Nicholson and the Sales Methods.
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199. For Murray:

a. Of the three firms with known agreements that included tolling,
one with a large volume of claims filed accounted for 11% of all
mesothelioma claims filed against Murray’s predecessors listed
in the Debtors’ Database in the years before its settlement
agreement went into effect.

b. After its settlement agreement came into effect, that same firm
only filed 4% of the mesothelioma claims against Murray’s
predecessors as listed in the Debtors’ Database.

C. As with Aldrich, this change occurred while their settled claims
are increasingly labeled as off-complaint in the Debtors’
Database.

d. This too can be confirmed by an analysis of the PIQs.

e. In the PIQ processes, this firm reported 944 pending
mesothelioma Claims that were not previously present in the
Debtors’ Database.

f. This is 12% of the total mesothelioma claims filed by that firm
between the date of the settlement agreement and the Petition
Date.

g. This is equivalent to an increase in the propensity to sue

because these are claims that would have been filed but for the
tolling agreements.

h. | increased this propensity to sue to 13% as overall there were
1,013 PIQs for mesothelioma Claims that remain pending that
were not present in the Debtors’ Database.5?

i. Accordingly, | have increased the liability for pending and future
Claims by 13%, leading to an increase in liability for Murray for
mesothelioma Claims of between approximately $75.7 and $76
million.

52 | apply this increase to the estimate of pending Claims calculated using the Debtors’ database, and
the estimates of future Claims calculated using both the Nicholson and the Sales Methods.
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200. The steps outlined in the foregoing paragraph increases the total
indemnity liability for Aldrich and Murray to the amounts set forth in

Table 16.

My calculations indicate that the effective gross-up to be applied

for Murray liability to account for all potential tolled Claims is

between 32.1% and 37.4%.

million net present value.

Table 16 - Combined Indemnity Liability for Tolled Claims

The total increase in Murray liability to account for tolled Claims
is therefore between approximately $100 million and $104.4

pending mesos future mesos total mesos total claims
Debtor Low High Low High Low High Low High
Aldrich 10.6 10.6 88.3 93.4 98.9 104.0 123.1 136.7
Murray 8.4 8.4 67.3 67.6 75.7 76.0 100.0 104.4
Combined 19.0 19.0 155.7 161.0 174.6 179.9 223.0 241.0

Summary of Indemnity

201.

202.

| have calculated three components to the Debtors’ tort indemnity
liability — the base tort estimate and additions for “unknown disease”
Claims and tolled Claims.

These components are added together in Table 17 for my complete
mesothelioma and other disease liability estimate.
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Table 17 - Combined Indemnity Liability

for Base Tort, Unknown Disease, and Tolled Claims

Base Tort Liability Estimate

Base Tort Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $977.5 $1,039.9 $1,218.8 $1,366.5
Murray $564.7 $584.3 $751.2 $802.8
Overall $1,542.2 $1,624.3 $1,970.0 $2,169.3

"Unknown Disease" Claims Estimate

Unknown Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $50.6 $51.7 $69.2 $72.0
Murray $20.5 $20.5 $31.8 $32.2
Overall $71.1 $72.2 $100.9 $104.2

Tolled Claims Estimate
Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $98.9 $104.0 $123.1 $136.7
Murray $75.7 $76.0 $100.0 $104.4
Overall $174.6 $179.9 $223.0 $241.0
Total Claims Estimate

Total Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $1,127.0 $1,195.6 $1,411.1 $1,575.3
Murray $660.9 $680.8 $883.0 $939.4
Overall $1,787.9 $1,876.4 $2,294.1 $2,514.7

203. My calculations for overall liability indicate an effective gross-up of
Aldrich’s mesothelioma Claim liability of between 25.2% and 31.8% to
calculate liability for other disease Claims. My calculations for overall
liability indicate an effective gross-up of Murray’s mesothelioma Claim
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liability of between 33.7% and 38% to calculate liability for other
disease Claims. 53

XI. Defense Costs

204.

205.

206.

207.

208.

As this Report contains an estimate of the Debtors’ total liability in the
tort system, the total liability calculations discussed above are only one
component of the Debtors’ total estimated liability.

In the tort system, the Debtors would also have to pay defense costs in
connection with the defense and resolution of asbestos Claims.

The Debtors’ Database does not provide data for the Debtors’ or their
predecessors’ actual costs for defending claims.

However, in litigation related to these chapter 11 cases, the Debtors
presented data about their and their predecessors’ defense costs.?*

The Debtors’ figures are reproduced in Tables 18(a) and 18(b) along
with the percentage of spending on defense.

53 While there are calculations for components of the total mesothelioma liability (which is made up of
liability for pending Claims, liability for future Claims, liability for unknown disease Claims, and liability
for tolled Claims) that have a higher or lower effective gross up, the overall numbers represent a
smoothing out of variations among these components and the range is therefore narrower.

54 In re Aldrich Pump LLC, Adv. Proc. 20-03041, Debtors’ Exhibit 9 (Hr'g May 5, 2021).
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Table 18(a) - Aldrich Indemnity and Defense Payments (millions)

Table 18(b) - Murray Indemnity and Defense Payments (millions)

209. Inthe seven full years prior to the Petition Date (2013-2019), Aldrich
spent an average of $14 million annually on defense costs and Murray
spent an average of $11 million annually on defense costs.

210. Aldrich’s defense spending was 32% of its spending on indemnity (i.e.,
claims resolution).

211. Murray’s defense spending was 44% of its spending on indemnity.
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212. Thisis in line with estimates of the percentage of other defendants’
spending on asbestos litigation (settlements and defense costs
combined) that is used for asbestos claim defense costs.*®®

213. Because spending on defense costs is proportional to liability by
disease, the portion of the defense costs applicable to mesothelioma
Claims is grossed up by the same percentages as the calculations for
overall lability for Claims for other diseases.

214. Table 19 sets forth the defense costs for Aldrich and Murray both
individually and combined for pending and future Claims under the
estimation methods discussed above and includes unknown and tolled
Claims. These costs are based on the range of total indemnity liability
set forth in Table 17.

Table 19 - Combined Total Indemnity and Defense Costs®®
Total Indemnity Defense Costs Total Liability
Debtor Low High Low High Low High
Aldrich $1,411.1 $1,575.3 $451.5 $504.1 $1,862.6 $2,079.4
Murray $883.0 $939.4 $388.5 $413.3 $1,271.5 $1,352.7
Overall $2,294.1 $2,514.7 $840.0 $917.4|  $3,134.1 $3,432.1

215. Applying defense costs raises my total tort system estimate for both
Debtors combined to a net present value of between approximately
$3.13 and $3.43 billion

XIl. Conclusion

216. My initial estimate of the separate and combined liability for Aldrich
and Murray in the tort system is summarized below and then set forth
in Table 20.

217. My tort system indemnity liability estimate for Aldrich and Murray

combined ranges from approximately $1.79 billion to $1.88 billion for
mesothelioma Claims.

55 Seg, e.g., Stephen J. Carroll et al., Asbestos Litigation 23-25 (2005). Other estimates have posited
figures as low as 20% for repeat players or as high as 50%. See Jennifer L. Biggs, The Scope and
Impact of Asbestos Litigation, 44 S. TEX. L. REV. 1045 (Fall 2003) (20%) and Charles E. Bates et al.,
Show Me the Money, 22 Mealey’s Litig. Rep.: Asbestos 21 (2007) (50%).

56 All values NPV in millions of dollars. This is a reproduction of Table 1(e).
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218. When other diseases are added using the effective gross ups of
between 25.2% and 31.8% for Aldrich Claims and between 33.7% and
38% for Murray Claims, my estimate for total indemnity liability for
Aldrich and Murray combined is from approximately $2.29 billion to

$2.51 billion.

Table 20 - Total Indemnity Including Base Estimate,
Unknown Disease Claims, and Tolled Claims®’

Base Tort Liability Estimate

Base Tort Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $977.5 $1,039.9 $1,218.8 $1,366.5
Murray $564.7 $584.3 $751.2 $802.8
Overall $1,542.2 $1,624.3 $1,970.0 $2,169.3

"Unknown Disease" Claims Estimate

Unknown Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $50.6 $51.7 $69.2 $72.0
Murray $20.5 $20.5 $31.8 $32.2
Overall $71.1 $72.2 $100.9 $104.2

Tolled Claims Estimate
Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $98.9 $104.0 $123.1 $136.7
Murray $75.7 $76.0 $100.0 $104.4
Overall $174.6 $179.9 $223.0 $241.0
Total Claims Estimate

Total Total Mesothelioma Total All Diseases
Debtor Low High Low High
Aldrich $1,127.0 $1,195.6 $1,411.1 $1,575.3
Murray $660.9 $680.8 $883.0 $939.4
Overall $1,787.9 $1,876.4 $2,294.1 $2,514.7

62
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219. When defense costs of 32% of total indemnity for Aldrich and 44% of
total indemnity for Murray are added to these indemnity figures, my
overall tort system liability estimate for Aldrich and Murray is between

approximately $3.13 billion and $3.43 billion. Defense costs are set
forth in Table 21.

Table 21 - Combined Total Indemnity and Defense Costs>®

Total Indemnity Defense Costs Total Liability
Debtor Low High Low High Low High
Aldrich $1,411.1 $1,575.3 $451.5 $504.1 $1,862.6 $2,079.4
Murray $883.0 $939.4 $388.5 $413.3 $1,271.5 $1,352.7
Overall $2,294.1 $2,514.7 $840.0 $917.4 $3,134.1 $3,432.1

[Signature Follows Next Page]

58 All figures are in $millions NPV. Table 21is a reproduction of Table 1(f)/Table 19.
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Respectfully submitted,

(AT;/‘//

Andrew J. Sackett, J.D., Ph.D.
President

Legal Analysis Systems
September 15, 2025
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Appendix | - Inflation Rates from 2012 to the Present
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Appendix Il - Description of Debtors’ Historical Claims Database
and Steps Taken to Prepare It for Analysis

Background

The Debtors and their predecessors historically maintained an electronic database
for asbestos bodily injury claims filed against them. This Report generally refers to
the database as the “Debtors’ Database” or the “Database.”

LAS received a copy of the Database in late 2021.

LAS then received a revised version of the Database on July 28, 2025. The primary
changes to this revised Database were deduplications of records and the addition
and modification of certain field codes. As explained below, LAS has done its own
deduplication of the Database. As a result, | continued to rely primarily on the LAS
version for the analysis in the Report, although | incorporated some updated data
codes in the section on settlement agreements and tolled claims.

Using the revised Database had a de minimis effect on LAS’s results.

| reserve the right to further incorporate data from the revised July 28, 2025
Database or additional versions of the Debtors’ Database into the final version of
this Report.

Structure
The 2021 Database consisted of 22 related tables. From these, | and LAS used the
following 6 tables in Table A-1on the following page.

The first column is the table name, the second column captures the number of
records in that table, and the third column is the number of columns/variables
present.

Table A-1

Table Records Columns/Variables

BIOGRAPHICAL 575,666 19
CLAIM_LAWSUIT 590,331 18
DISEASE 663,099 5
SETTLEMENT 520,309 9
PAYMENT 226,946 8
STATUS _HISTORY 740,426 3
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The primary claims table contained 590,331 records. A record is data for a specific
claimant. Additional data for each record (specific claimant) were spread across the
linked supplementary tables that provided information such as attorney names,
jurisdictions, alleged diseases, claim statuses, various dates (birth, diagnosis, filing,
resolution), and resolution amounts.

Multiple claims for the same person and the same disease appeared in these data.
These duplications are a problem that occur in every asbestos defendant’s claim
database. Ordinarily, a plaintiff would only have a single claim and a single payment
for his/her complete release of Aldrich or Murray for the same injury, no matter how
many suits have been filed on the claimant’s behalf.

In such cases it would be inappropriate to assume that each separate lawsuit has
independent value. On the other hand, many jurisdictions permit the same person to
bring multiple, separate causes of action based on different asbestos-related
injuries that arose at separate times.

LAS addresses this duplicates problem by restricting analyses to only one claim per
injured person.

Processing

We first linked the multiple records for each person using identifiers, social security
number, birth date, injured party id, and name. We then selected the record with the
most serious disease, largest settlement, and the primary or current claim.

Where possible, we consolidated data versus throwing it away. For instance, we
keep the first filing date for a disease where a subsequent claim was the one
settled.

After eliminating duplicates through these priority rules, we were left with 365,280
claims filed against Aldrich and 206,474 claims filed against Murray, for a total of
571,754 claims. Across all filing years, this duplicate elimination process removed
from the database about 3% of the records from the original 590,331. This removal
rate varied little from year to year.
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Appendix lll - Curriculum Vitae of Andrew J. Sackett, J.D., Ph.D.

Andrew J. Sackett, ].D., Ph.D.

Legal Analysis Systems

1140 3+ Street NE, Suite 200

Washington, DC 20002

andrew.sackett@legalstat.com

Education

B.A., University of King’s College, Halifax, NS, Canada

].D., Yale Law School, New Haven, CT

Ph.D., Yale Graduate School of Arts and Sciences, New Haven, CT

Publications

e “A Critique Of RAND’s Three Reports On Asbestos Trusts And Asbestos Litigation,” Elihu
Inselbruch and Andrew J. Sackett, Mealey’s Asbestos Bankruptcy Report, September 2015

e “Supreme Court rejects stripping-off of underwater mortgages in bankruptcy,” Andrew J.
Sackett, International Law Office, June 26, 2015

e “Supreme Court considers junior liens on ‘underwater’ property,” Andrew J. Sackett,
International Law Office, May 22, 2015

Experience
President Present
Senior Social Scientist 2020-2024

Legal Analysis Systems, CA / DC

Consult on and estimate the value of asbestos claims; analyze claim filings, past settlements and
verdicts, including the factors associated with such settlements and verdicts; collect and evaluate data
about pending and resolved asbestos injury claims; oversee development of claims databases and
statistical analyses forecasting the volume and timing of future claims for health problems arising
from asbestos and/or talc exposure; related research in mass torts. Lead a multi-disciplinary team and
provide oversight and direction to all personnel; integrate, interpret and communicate findings
including preparation of all external reports and memos.

Responsible for the overall practice, management, day-to-day operation, strategic direction, hiring,
staffing, quality of services, and finances.
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Consulting expert to the Asbestos Claimants’ Committees in the following ongoing cases:

e Inre Aldrich Pump, LLC., Case No. 20-30608 (Bankr. W.D.N.C.)

e Inre DBMP, LLC, Case No. 20-30080 (Bankr W.D.N.C.)

o [n re Bestwall, LLC, Case No. 17-31795 (Bankr. W.D.N.C.)

e Inre Imerys Talc America, LLC, Case No. 19-10289 (Bankr. D. Del)
e [n re Presperse Corp., Case No. 24-18921 (Bankr. D.N.J.)

Expert to Asbestos Trusts regarding claims, claim resolution procedures, and liability estimation,
including:

e ASARCO LLC Asbestos Personal Injury Settlement Trust
e Burns and Roe Asbestos Personal Injury Settlement Trust
e Combustion Engineering 524(g) Asbestos PI Trust

e Leslie Controls, Inc. Asbestos Personal Injury Trust

e Yarway Asbestos Personal Injury Trust

Expert to Asbestos Trust Advisory Committees regarding claims, claim resolution procedures, and
liability estimation, including:

e Armstrong World Industries, Inc. Asbestos Personal Injury Settlement Trust Advisory
Committee

e Babcock & Wilcox Company Asbestos PT Settlement Trust Advisory Committee

e G-I Holdings Inc. Asbestos Personal Injury Settlement Trust Advisory Committee

e Kaiser Aluminum & Chemical Corporation Asbestos Trust Advisory Committee

e Owens Corning/Fibreboard Asbestos Personal Injury Trust Advisory Committee

e Owens-Illinois Asbestos Personal Injury Trust Advisory Committee

e Pittsburgh Corning Corporation Asbestos PI Trust Advisory Committee

e Specialty Products Holding Corp. Asbestos Personal Injury Settlement Trust Advisory
Committee

e United States Gypsum Asbestos Personal Injury Settlement Trust Advisory Committee

e  WRG Asbestos PI Trust Advisory Committee

Attorney 2007-2020
Caplin & Drysdale, Washington, DC

Practice focused on asbestos trusts and bankruptcy estimation proceedings. Analyzed asbestos trust
data claim and financial data. Supervised and worked closely with claims estimation experts in both
the bankruptcy and personal injury trust contexts. Developed, drafted and modified Trust
Distribution Procedures. Researched and drafted briefs and memoranda on novel and complex legal
issues; litigated cases including motions practice, oral argument, and discovery. Prepared
Congressional testimony on pending legislation; evaluated proposed legislation and regulatory
changes and provided legal advice and counseling to clients on their effects; interpreted law and
regulations; presented on conference panels relevant to clients’ interests.
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Attorney

Holguin & Garfield, Los Angeles, CA
Practice centered on labor law.

2005-2007

Testimonial Experience

e In re Imerys Talc America, Inc., United States Bankruptcy Court for the District of Delaware,

Case No. 19-10289 (Deposition testimony, February 2025)
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In re Aldrich Pump, LLC et al.
Bankr. W.D.N.C.
Case No. 20-30608

REBUTTAL REPORT
OF
DENISE NEUMANN MARTIN, PH.D.

27 MARCH 2026



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 92 of 318
Confidential/Subject to Protective Order

In re Aldrich Pump, LLC et al.
Bankr. W.D.N.C.
Case No. 20-30608
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l. Summary of Opinion

1. I was asked by counsel for Aldrich Pump, LLC and Murray Boiler, LLC
(“Aldrich” and “Murray”, respectively, or, collectively, “the Debtors”) to review and respond to
the affirmative report submitted in this matter by Andrew J. Sackett of Legal Analysis Systems
(the “Sackett Report™). Specifically, | was asked to explain the accepted methodology for
preparing a tort system extrapolation estimate of the number and value of pending and future
asbestos-related personal injury claims, including how this methodology was developed from
economic principles, and then to assess whether the approach used by Sackett in this matter is
consistent with this accepted methodology and with the application of that methodology by

Legal Analysis Systems (“LAS™) in prior asbestos-related bankruptcies.®

2. Sackett uses the following formula to estimate the tort system value of pending

and estimated future claims against the Debtors in each year (t) from 2020 through 2059:

Net Present Value of Liability Payable in Year t

[Pending Claims + Future Claims] x Payment Rate
X
[Average Settlement Value + Average Defense Cost]?
X

1 + Expected Inflation Rate from Year 1 to t

1 + Expected Nominal Discount Rate from Year 1 to t

While Sackett’s methodology shares some of the elements of the accepted methodology and
LAS’s historical application of that methodology in prior asbestos-related bankruptcies, critical

deviations occur:

1 We obtained publicly-available LAS reports from counsel and conducted searches of WestLaw, Bloomberg Law and various
bankruptcy dockets to identify any additional reports. We then reviewed the text of the reports to gather details on each aspect
of the estimation (if provided).

2 Sackett estimates defense costs based on the ratio of aggregate defense costs to aggregate indemnity costs paid historically,
which is equivalent to assuming that average defense costs will equal the average settlement value times a constant ratio.
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a. Sackett reallocates pending claims that were filed against the Debtors without
specifying a disease (“Unknown Disease Claims”) according to the distribution of
pending claims with a known disease. Theoretically and empirically, however,
Unknown Disease Claims are disproportionately likely to be resolved with a non-
malignant disease, if at all. While Sackett ignores that disproportionality in his
report here, LAS has taken this pattern into account in its work in prior

bankruptcies.

b. Sackett fails to analyze and account for the fact that some subset of pending
claims may never be resolved, instead just remaining on the docket, and so should
be excluded from the estimation. This failure contrasts with analysis LAS has

done in recent bankruptcies.

c. Sackett also includes several inputs that are inconsistent with the accepted

methodology and with LAS’s application of that methodology historically:

i. Sackett adds hypothetical future verdicts on top of indemnity values
estimated based on observed average tort settlements. According to
economic theory, every settlement already reflects the risk of a plaintiff
verdict. Specifically, when deciding whether to settle and at what amount,
plaintiffs and defendants each weigh their likelihood of success at trial
against the costs of pursuing cases through trial. The parties settle if a
settlement can be negotiated in the range between (i) the amount the
plaintiffs expect to win at trial (that is, the expected verdict multiplied by
the probability of the jury finding in their favor) less their expected legal
costs and (ii) the amount defendants expect to pay at trial (again, the
expected verdict multiplied by the probability the jury finds for plaintiffs)
plus their expected legal costs. Every observed settlement, then, already
reflects the expected verdict had the case been pursued through trial.
According to economic theory, by adding a separate estimate of plaintiff
verdicts to selected hypothetical future claims, Sackett is double counting

the impact of potential verdicts on the estimated indemnity.
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Consistent with this theory, when Aldrich experienced its sole verdict in
its 30-plus years as a defendant in the tort system in 2016 (paid out in
2017), its average settlement costs did not increase. Moreover, LAS did
not add in a separate estimate of hypothetical future verdicts to indemnity
estimates based on average tort settlements in any prior asbestos-related

bankruptcies.

Sackett estimates and adds tort system defense costs. The Sackett
methodology in this matter deviates from the accepted methodology used
to prepare a tort system value of pending and estimated future claims by
estimating and adding in defense costs. In the tort system, the Debtors
incurred costs in litigating and settling claims, as do all defendants. These
costs are paid to lawyers and experts, e.g., and are not part of the
compensation received by plaintiffs. Moreover, such costs are not
incurred in the administration of asbestos trusts. Empirically, the majority
of the reports submitted by LAS in prior bankruptcy proceedings did not
include defense costs. The few times defense costs were estimated, LAS
was silent as to the relevance of such costs in a tort system liability
estimate prepared for an asbestos-related bankruptcy, and LAS did not
include those defense costs in the amounts expected to be received by

claimants.

Sackett improperly obtains expected inflation rates and discount rates
from mismatched time periods, causing him to apply a negative real
discount rate of -2.1% for a period of more than 30 years. Sackett
projects the Debtors’ asbestos liability each year from 2020 to 2059. In
any long-term forecast of liabilities, it is customary to inflate liabilities to
the year the costs are expected to be incurred (if positive inflation is
expected) and then to discount those future liabilities back to the time at
which the forecast is being prepared using a nominal discount rate that

was estimated as of the same point in time as the inflation rate. Those
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adjustments are made to equalize the expected value of the trust assets and

the liabilities as the projected claims come due.

However, Sackett combines an expected inflation rate of 3.2% (based on
expectations in March 2025) with a discount rate of 1% (based on
expectations in June 2020.) Using these mismatched time periods causes
Sackett to apply a negative real discount rate of -2.1% for a period of more
than 30 years, which is unfounded economically. It also lacks empirical
foundation. In each of its long-term outlook reports from 2020 to 2025,
the Congressional Budget Office forecast the average real rate on the 10-
year Treasury note to be positive over the next 30 years. Further, had
Sackett used a matched discount rate based on expectations in 2025, the
date of his inflation estimate, the real discount rate would have been
positive using his approach. Finally, in all previous bankruptcy matters,
LAS assumed a positive real discount rate over the forecast period,
ranging from 0.7% to 3.4%.

1. Qualifications

3. I am an Affiliated Consultant and former Senior Managing Director at NERA. |

have been with the firm since 1991.

4. Before joining NERA, | earned a B.A. in Economics from Wellesley College and
an M.A. and Ph.D., also in Economics, from Harvard University. My undergraduate and
graduate education included coursework in microeconomics, finance, statistics, and
econometrics. Prior to attending Harvard, | served as an Assistant Economist at the Federal

Reserve Bank of New York.

5. While at Harvard, | taught classes in microeconomics, industrial organization and
statistics to undergraduate and graduate students, and was awarded the Danforth Prize for

Teaching.
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6. At NERA, | have been retained as an expert in over 100 matters in which I have
prepared personal injury and property damage estimates involving a variety of torts, including
asbestos, silica, building materials and medical products. | am the co-author of the reference
text, Estimating Future Claims: Case Studies from Mass Torts and Product Liability. This book
explains the principles from economics that are the foundation for personal injury claims
forecasting and valuation, as well as the accepted forecasting methodology used by practitioners.
I have testified on asbestos-related issues in state and federal court, and gave Senate testimony
on the FAIR Act, a proposed national asbestos fund.

7. My C.V., including my most recent four years of testimony and 10 years of

publications, is included as Exhibit A.

8. NERA is billing for my services in this matter at my standard hourly rate of
$1,200. Other NERA consultants and research staff assisted me in this engagement and NERA
is being compensated for their services at standard hourly rates ranging from $395 to $1,325. No

part of NERA’s compensation depends on the outcome of this litigation.

I11.  Materials Relied Upon

0. A list of materials relied upon is included in Exhibit B.

IV.  An Accepted Methodology Exists to Estimate the Tort System Value of
Pending and Future Asbestos-Related Personal Injury Claims

10. The Court in Phase 1 of this matter requested that the estimation experts present
estimates of the number and value of the pending and likely future mesothelioma claims against

the Debtors based on tort-system extrapolation, with a “gross-up” for non-mesothelioma claims.®

3 Dkt. 3011 (Jan. 23, 2026); DKt. 2656 (Apr. 17, 2025).



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 98 of 318
Confidential/Subject to Protective Order

As detailed in a reference text that | co-authored, an accepted methodology, grounded in

economics, has been developed to prepare such estimates.*

11.  Specifically, estimation of the net present value of the indemnity associated with
claims paid in Year t (where t runs from 1 to the number of years in the forecast) is governed by

the following equation:

Net Present Value of Indemnity Costs Payable in Year t

[Pending Claims + Future Claims] x Payment Rate
X
Average Settlement Value

X

1 + Expected Inflation Rate from Year 1 to t

1 + Expected Nominal Discount Rate from Year 1 to t

12.  While the number of pending claims is known, the number of future claims must

be estimated. As such, this formula becomes:

Net Present Value of Indemnity Costs Payable in Year t

[Pending Claims + (Future Disease Incidence x Filing Rate)] x Payment Rate
X
Average Settlement Value
X

1 + Expected Inflation Rate from Year 1 to t

1 + Expected Nominal Discount Rate from Year 1 to t

13. Each element of that equation is reviewed briefly below.

4 Dunbar, F. C., D. N. Martin, and P. J. Dhrymes, Estimating Future Claims, Andrews Professional Books, 1996; see also,
Dunbar, F. C. and D. A. Neumann, “Estimating Future Asbestos Claims: Lessons from The National Gypsum Litigation,”
NERA White Paper, 1993.
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14. Pending Claims: Pending claims are those that have been filed but not yet

resolved; as such, they do not need to be estimated. However, such claims may have been filed
without a disease being specified (commonly referenced as “unknown” disease claims). Before
estimating future claims, it is customary to reallocate pending claims without a specified disease
to a known disease. Such reallocations recognize that claimants who have developed an
asbestos-related cancer, particularly mesothelioma, are more likely to include that information at
the time of their claim filing than claimants who have developed a non-malignant disease. As a
result, such reallocations recognize that pending claims with an unknown disease are unlikely to
be resolved with the same disease mix as known pending claims but, instead, are

disproportionately likely to be resolved as non-malignant claims, if at all.

15. Disease Incidence: Some experts estimate the Disease Incidence for

mesothelioma independently by combining estimates of employment and turnover in
industries/occupations with potential asbestos exposure over the historical period with
epidemiological dose/response functions that govern the development of mesothelioma in an
exposed population. Other experts (such as LAS) elect to use mesothelioma incidence
projections included in a paper published by Dr. William Nicholson, calibrated to match the
observed incidence of the disease over the recent period.®

16. Filing Rate: The Filing Rate for mesothelioma is estimated by dividing
mesothelioma claims received by the defendant over a recent historical period (the “calibration
period”) by the Disease Incidence of mesothelioma that is estimated to have developed over that
same historical period. This input is also often referred to as the “Propensity to Sue.” The Filing
Rate (which may be estimated by age group) is then multiplied by the estimated future Disease

Incidence for mesothelioma, yielding an estimate of future mesothelioma claim filings.

17. Payment Rate: The Payment Rate for mesothelioma is estimated by analyzing
the rate at which such claims filed in the past have been paid (vs. being dismissed or remaining

pending) over a calibration period. Because some claims may never resolve, it is customary to

5 Nicholson, W. J., G. Perkel, and I. J. Selikoff, “Occupational Exposure to asbestos: population at risk and projected mortality —
1980-2030,” American Journal of Industrial Medicine, 1982, pp. 3:259-311.



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 100 of 318
Confidential/Subject to Protective Order

analyze the age of the existing pool of pending claims to assess empirically whether some are
likely to stay pending indefinitely so should be excluded from the estimation (e.g., those that
have been pending for more than a certain number of years). The resulting payment rate is
applied to the remaining pending and estimated future claim filings to generate an estimate of

claims actually expected to be paid.

18.  Average Settlement Value: The Average Settlement Value for projected future

mesothelioma claims is estimated by calculating the average settlement value for claims with
that disease that has been paid to claims over a historical calibration period. These values can
also be calculated and applied by age.

19. Expected Inflation Rates and Nominal Discount Rates: Because asbestos

personal injury claims will be paid out in the future, any inflation (z°*) expected to occur between
(i) the year in which the liability forecast is prepared and (ii) the years of the successive future
payouts should be added in. A nominal discount rate (i) is then used to convert those future cash
flows into net present value terms. These two adjustments are equivalent to discounting the
liabilities at a real discount rate (r) (which economic theory explains is approximately equal to i -
n%) and are designed to equalize the expected assets and liabilities as the projected claims come
due. To properly reflect the current value of the liabilities, the inflation and nominal discount

rates applied in the analysis must reflect expectations as of the same point in time.

V. The Sackett Approach in this Matter Report Is Inconsistent with the
Accepted Methodology and with the Methodology Applied by LAS in
Prior Bankruptcy Matters

A. Sackett Improperly Reallocates a Large Fraction of Pending Claims with an
Unknown Disease to Mesothelioma

20.  Sackett identifies pending claims with an unknown disease in Aldrich and
Murray’s claims data, finding 3,700 and 3,500 claims, respectively. To assign a value to these

claims, Sackett first reallocates them to “known disease categories according to the relative
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percentages represented by each of those categories.”® Sackett then applies the same payment

rates and average values to those unknown claims as in his valuation of pending claims with a

known disease.

21.

As explained in Section IV, according to both theory and evidence, claims filed

without a specified disease are more likely to resolve as a non-malignant disease, if they resolve

at all. Sackett provides no basis for his assumptions that i) all of the unknown pending claims

will have an underlying disease and ii) these claims will have the same disease mix as the

pending claims with a known disease. Nor does Sackett’s current approach correspond to the

methodology used in LAS’s prior reports.

a.

In its Garlock (2013) report, although LAS reports that Garlock had pending
claims with an unknown disease, it valued only the pending claims alleging
mesothelioma. LAS did not assume any of the pending claims with an unknown
disease would have mesothelioma and therefore did not include those unknown

claims in its estimate of mesothelioma liabilities.

In its earlier reports, LAS matched pending unknown disease claims to the
evaluated diseases in the Manville Trust or the Center for Claims Resolution
(“CCR?”) to extract the known disease. In ASARCO (2007), LAS found that none
of the matched pending unknown disease claims mapped to mesothelioma and
almost 100% mapped to a non-malignant disease in the Manville Trust. It
therefore assumed that almost 100% of unknown pending claims were non-
malignant diseases. Similarly, in WR Grace (2007/2009), USG (2006),
Armstrong (2006), GAF (2005), Owens Corning & Fibreboard (2004), Turner &
Newall (2004) and Armstrong (2003), based on matching pending claims to the
evaluated diseases in the Manville Trust, LAS estimated that only 1% - 2% of

unknown disease claims were mesothelioma claims.

6 See Sackett Report, 1181.
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C.

22,

In addition, in prior reports, LAS assumed a fraction of the unknown disease

claims would not be reallocated to a known disease at all, either based on the

defendants’ own data or based on a disease mapping taken from the CCR or the

Manville Trust.

In USG (2006), Armstrong (2006) and Armstrong (2003), based on a
disease mapping between the pending claims and evaluated diseases in the
CCR or Manville Trust, LAS assumed 12% to 17% of the pending claims
with an unknown disease would remain unknown. In ASARCO (2007),
the fewer than 1% of claims that did not map to a non-malignant disease

were assumed to remain with an unknown disease.

In WR Grace (2007/2009), GAF (2005), Owens Corning and Fibreboard
(2004), and Turners & Newall (2004), LAS also applied a disease
mapping between the pending claims and evaluated diseases from the
CCR or Manville Trust but assumed that a fraction of the unknown
pending claims would remain with an unknown disease, such that the
percent of pending claims with an unknown diseases would be the same as
the fraction of claims resolved historically with an unknown disease. In
these reports, LAS assumed that 9% to 21% of the pending claims with an

unknown disease would remain unknown.

By reallocating the disease mix of the unknown pending claims to match the

known, and by assuming all would resolve with a known disease, Sackett’s method is

inconsistent with the accepted methodology and with the application of that methodology by

LAS in prior bankruptcies.

B. Sackett Improperly Fails to Consider that Some Pending Claims May Never
Resolve

23.

As explained above in Section IV, empirically, not all pending claims resolve,

with some remaining on the docket indefinitely. Sackett does not consider or adjust for this

10
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possibility in his application of the methodology here. After reallocating the diseases of
unknown pending claims, Sackett values the pending claims that he estimates the Debtors will
pay by applying observed average payment rates and average settlement values in the tort
system. In projecting the fraction of pending claims to be paid, Sackett assumes that all claims
pending in the Debtors’ data as of the Petition Date will be equally likely to be paid, regardless

of the age of the claim (i.e., the number of years the claim has been pending).

24.  Sackett applies this assumption without providing any empirical basis,
contradicting the approach used in LAS’s most recent publicly-available reports—WR Grace
(2007/2009) and Garlock (2013). In those reports, LAS analyzed the historical data to assess

whether the older pending claims would be likely to be paid.’

a. Inits WR Grace (2007/2009) report, LAS posited that “[f]Jor Grace and every
asbestos defendant who enters bankruptcy, the set of claims pending at
bankruptcy include ‘stale’ or abandoned claims that have accumulated over time
unresolved,” with the assertion that the pending claims as of the petition date were
“statistically biased” for including a build-up of abandoned claims. To address
the “bias” in the claims data, LAS described “[a]s a first step for forecasting
pending claims, we eliminate “stale” claims that seem to have been abandoned or
withdrawn by plaintiffs but are still described as ‘open’ in Grace's historic
database.” Specifically, LAS analyzed “what percent of claims that were filed in
various years have been closed depending upon the length of time since the
claims were filed (‘duration’),” reporting durations from 0 to 11 years. Based on
this analysis, LAS concluded that “Grace’s historic data suggest that most still-
open claims filed before 1991 are likely to be abandoned or withdrawn,” and
excluded pre-1991 pending claims from the analysis (i.e., claims filed more than

ten years prior to the petition date).®

7 Sackett’s analysis of the Debtors’ pending claims was also inconsistent with his analysis of historical payment rates. In
calculating payment rates over the 2017 — 2019 period, which Sackett used to value pending and future claims, his backup
materials indicate that he excluded claims that had been filed pre-2013 from this calculation.

8 See LAS WR Grace (2007) report, p. 45-46, 49.

11
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b. Inits Garlock (2013) report, after again conducting an empirical analysis, LAS
argued it was not appropriate to exclude any of the pending mesothelioma claims.
Specifically, to assess whether older pending mesothelioma claims should be
valued, LAS first described “analyzing Garlock’s actual past history of lags in
timing between filing and resolution of claims.”® Based on this analysis, LAS
concluded that “Garlock’s historical data show that older pending claims are more
likely than not to settle, often for significant value. It is likely that most older
claims, those still pending five or more years after filing, are still active and likely
to be resolved by Garlock. Based on this, we conclude that it would not be
appropriate to remove any pending claims as being ‘abandoned’ or ‘stale,” and
our primary forecasts do not remove any pending claims as being abandoned or
stale. The facts simply do not support such exclusion.”*°

25. By failing to include any analysis of older pending claims in this matter, Sackett
offers no empirical basis for the assumption that all such claims would resolve. This
methodology is not consistent with the accepted methodology or with the approach taken by

LAS in recent prior reports.

C. Sackett Improperly Double-Counts the Impact of Expected Future Verdicts

26.  Consistent with the accepted methodology explained in Section 1V, Sackett values
the future claims that he estimates the Debtors will pay (including pending claims, as well as
claims estimated to be filed through 2059) by applying observed average settlement values in the
tort system. However, Sackett then increases the value of six projected paid claims by assuming
that the Debtors would take these cases to trial and lose. Specifically, he values these claims
(which are subsequently adjusted for inflation) at the amount of the average verdict observed
against other defendants during the period 2022 to 2024, or $15 million per claim.!! No

theoretical or empirical justification exists for the adjustment.

9 See LAS Garlock (2013) report, p. 20.
10 See LAS Garlock (2013) report, p. 20 and Appendix A for details.
11 Reported in 2020 dollars.

12
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27.  According to economic theory, settlements incorporate the discounted expected
value of verdicts. Specifically, plaintiffs and defendants each weigh their likelihood of success
at trial against the costs of pursuing cases through trial. The parties settle where the settlement
is greater than the amount plaintiffs expect to win at trial less their expected legal costs and less

than the amount defendants expect to pay at trial including their legal costs.*?

28.  This framework makes clear that every settlement already reflects the probability
of an adverse jury verdict. Hence, there is no need or economic justification for adding
hypothetical jury verdicts on top of this amount. Doing so double counts this risk, inflating the

indemnity estimate.

29. Given this theory, when a defendant takes a case to trial and a verdict for plaintiff
is delivered, future average settlements would only be expected to be affected if the observed
verdict exceeded the expected verdict and if receiving that verdict changed expectations about
the likelihood or magnitude of potential verdicts going forward. Such a change did not occur
following the one plaintiff verdict that was levied against the Debtors in the 30+ years of
asbestos litigation that Aldrich and Murray had managed prior to its bankruptcy filing.

30. Specifically, Aldrich received an adverse verdict on a mesothelioma claim of $5.5
million in 2016, which was reduced on appeal and paid, after adding pre-judgment and post-
judgment interest, in 2017.1® Murray had no adverse verdicts in its litigation history. Average
mesothelioma settlement values over the three years before and after the Aldrich verdict were
comparable. Per the Sackett Report, settlement values per paid mesothelioma claim for Aldrich
averaged $56,000 per year over both the 2014 — 2016 and 2017 — 2019 periods.** Similarly,

settlement values per paid mesothelioma claim for Murray averaged $92,000 per year over both

12 See White, M., “Asbestos Litigation: Procedural Innovations and Forum Shopping,” Journal of Legal Studies, vol. 35 (June
2006), p. 370-372 and Mnookin, Robert H., and L. Kornhauser, “Bargaining in the Shadow of the Law: The Case of Divorce,”
Yale Law Journal (1979) 88: 950-97. See also: Shavell, S., “Suit, Settlement and Trial: A Theoretical Analysis under
Alternative Methods for the Allocation of Legal Costs,” Journal of Legal Studies (January 1982) 11:55-81; Cooter, R. D. and
D. L. Rubinfeld, “Economic Analysis of Legal Disputes and Their Resolution,” Journal of Economic Literature (September
1989) 27: 1067-97. Bebchuk, L. A., "Litigation and Settlement Under Imperfect Information,” RAND Journal of Economics
15 No. 3 (1984): 404-15.

13 Williams v. Placid Qil Co., 224 So.3d 1101 (La. App. 3 Cir. 2017).
14 See Sackett Report, 181, Table 5(a).

13
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the 2014 — 2016 and 2017 — 2019 periods.*® The lack of an increase in average mesothelioma
settlement values following the adverse verdict supports the theory that the observed average
settlement values paid by Aldrich and Murray in the tort system already reflected the expectation

of an occasional adverse verdict.

31. Moreover, in none of the other publicly available LAS reports did LAS layer in a
separate estimate for hypothetical future verdicts on top of indemnity costs estimates that were

based on historical settlement values.®

D. Sackett Improperly Includes an Estimate of Defense Costs

32.  Sackett projects that the net present value of Aldrich and Murray’s liabilities will
total $3.1 billion to $3.4 billion.?” These estimates include projected defense costs of $840
million to $917 million. His estimate, then, includes an element not found in the accepted
formula used to estimate the tort system value of pending and future asbestos personal injury
claims (explained in Section IV above). Namely, Sackett’s formula includes the net present

value of:
[Pending + Future Claims] x Payment Rate x Average Defense Costs Per Claim?*®

33. While silent on whether pending and future personal injury claimants would be
entitled to the estimated defense costs such that these amounts should be considered when
funding the settlement trust, Sackett argues that “[f]ailure to account for defense costs leads to
uncertainty as to whether the settlement values achieved in the past would be sustained in the

future.”®®

15 See Sackett Report, 181, Table 5(b).

16 In WR Grace (2007/2009) and Owens Corning and Fibreboard (2004), LAS provided two estimates: i) valuing claims based
on historical payments and ii) assuming all claims are taken to trial, with a fraction dismissed before trial, a fraction receiving a
defense verdict and fewer than 5 - 6% with a plaintiff verdict, which were valued at the average historical verdicts.

17 See Sackett Report, 135, Table 1(e).

18 Sackett estimates the aggregate value of defense costs based on the ratio of historical defense costs paid by the Debtors and the
historical indemnity costs paid by the Debtors.

19 See Sackett Report, 132.

14
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34, In the tort system, both plaintiffs and defendants incur legal costs to litigate
claims.?’ Historically, however, any defense costs paid by the Debtors in this and other matters
were not paid to personal injury claimants but were instead paid to other third parties, including
lawyers and experts. That is, personal injury claimants did not receive such costs as part of their

compensation in the tort system.

35. I understand that the purpose of this Phase | estimation hearing is to extrapolate
from the Debtors’ tort system settlement history to estimate the amount the Debtors would have
paid in settlement of pending and future asbestos-related disease claims had the Debtors
remained in the tort system. While certain administrative costs are expected to be incurred in
managing asbestos trusts, no basis in economics exists for estimating tort system defense costs in

this context.

36. As for historical reports issued in similar asbestos-related bankruptcy contexts,
on the infrequent occasions that LAS has estimated future defense costs, they do not appear to

have been part of the estimation conclusion. Specifically:

a. Inseven reports—Garlock (2013), WR Grace (2007), ASARCO (2007), USG
Corporation (2006), Armstrong (2006), API (2005), and Turner & Newall

(2004)—LAS only estimated indemnity costs and did not estimate defense costs.

b. In one report—Owens Corning (2004), LAS only estimated indemnity in the body
of its report but included an appendix with estimated defense costs. Notably, in
the Court’s estimation decision, it reported LAS’s liability estimate as the
estimated indemnity amount, without adding in its defense cost estimate from the
appendix.?

c. LAS included defense costs in three other reports — Garlock (2017), GAF (2005)

and Armstrong (2003). In each report, it provided separate indemnity and defense

20 See Carroll, Stephen J., D. Hensler, J. Gross, E. M. Sloss, M. Schonlau, A. Abrahamse, and J. S. Ashwood, “Asbestos
Litigation,” Rand, 2005.

21 See Owens Corning v. Credit Suisse First Bos., 322 B.R. 719, 720 (D. Del. 2005).

15
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costs estimates and offered no justification for the inclusion of a defense cost

estimate.

i. In Garlock, LAS issued two reports: (i) Garlock (2013), which was
submitted as part of the estimation hearings and did not include defense
costs and (ii) Garlock (2017), which was submitted as part of the
confirmation hearings on the Modified Joint Plan and did include defense

Ccosts.

ii. In Armstrong, LAS issued an initial report, Armstrong (2003) that
included an estimate of future defense costs. These costs were dropped
from a revised report, Armstrong (2006). Both reports were submitted for

estimation hearings.

E. Sackett Improperly Applies a Negative Real Discount Rate of -2.1% for a
Period of More than 30 Years

37.  Asexplained above in Section IV, to equalize the expected trust assets and
liabilities as the projected claims come due, it is customary to adjust indemnity estimates for any
inflation expected to occur between the time of the forecast and the time future claims will be
paid (%), and also to discount these inflated amounts back to the present using a nominal
discount rate (i). Fisher's Equation, named after economist Irving Fisher, links these expected
inflation and nominal discount rates.?? In simplified terms, if i is the nominal discount rate on
10-year Treasury notes and #° is the average annual inflation rate expected to occur over that 10-

year period:?3

r=i-n

22 See, e.g., Brealey, R. A, S. C. Myers, F. Allen, and A. Edmans, Principles of Corporate Finance (14th ed.), McGraw-Hill
Education, 2023, p. 156.

23 More formally, r = (1+i)/(1+2° - 1.
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where r is the real 10-year discount rate. Fisher’s Equation indicates that to properly reflect the
current value of the future liabilities, the inflation and nominal discount rates used in this

analysis must reflect expectations as of the same point in time.?*

38. In inflating and discounting the asbestos liability he estimates for the Debtors,
however, Sackett uses rates taken from different points in time that do not embed the same

expectations. Specifically:

a. Sackett uses actual inflation rates observed over the period 2020 to 2024 to inflate
the liability costs he projects would have been paid over those years had the
Debtors remained in the tort system. He then uses an expected annual inflation
rate of 3.2% to inflate the liability costs he projects will be incurred from 2025 to
2059 that is based on expectations as of March 2025.%°

b. He uses a different method when discounting. Rather than using actual short-term
nominal discount rates observed over the period 2020 to 2024 and then the longer
term rate expected as of 2025, he discounts back his inflated liability estimate
over the full forecast period (2020 to 2059) using a nominal risk-free discount rate
of 1%. The purported support for this 1% figure is a reference to the nominal
interest rates on 3-month, 10-year and 30-year Treasuries of 0.16%, 0.71% and
1.47%, respectively, as of June 2020.2° The nominal discount rate applied for the

entire forecast, then, reflects expectations nearly five years earlier than the

2 See, Brealey, R. A, et al (2023), p. 156 (“Never mix real cash flows with nominal discount rates and nominal flows with real
rates”); Emery, D. R. and J. D. Finnerty, Corporate Financial Management, Prentice Hall, 1997, p. 381, (“Whatever the case,
the analysis should be cast in a consistent manner, entirely in real terms or entirely in nominal terms” emphasis in original);
Rosen, Harvey S., Public Finance (2nd. ed), Richard D. Irwin, Inc, 1988, p. 234 (“Itis crucial, however, that dollar magnitudes
and discount rates be measured consistently. If real values are used for the Rs [stream of future returns], then the discount rate
must also be measured in real terms — the market rate of interest minus the expected inflation rate. Alternatively, if the market
rate of interest is used for discounting, then returns should be measured in nominal terms.”); Ross, S. A., R. W. Westerfield, and
J. F. Jaffe, Corporate Finance, (2nd ed.), Richard D. Irwin, Inc., 1990, p. 1987 (“Financial practitioners correctly stress the
need to maintain consistency between cash flows and discount rates. That is, nominal cash flows must be discounted at the
nominal rate. Real cash flows must be discounted at the real rate.”).

% Footnote 31 of the Sackett Report indicates that the 3.2% figure is an equally-weighted average of: (i) CBO’s estimate, as of
March 2025, of the average annual inflation rate for the next 25 years, which was 2.3%; (ii) Medical Care CPI average inflation
rates over 25 years prior to March 2025, which was 3.4%; and (iii) the Employment Cost Index average inflation rates over the
25 years prior to March 2025, which was 4.0%.

%6 No further explanation is provided as to how the 1% was derived from these reported rates.
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inflation rate Sackett applies from 2025 forward. Importantly, the nominal
discount rate expectations applied by Sackett were formed during Covid, a highly

unusual economic period.?’

39. By assuming a nominal interest rate of 1% and an expected inflation rate of 3.2%,
Sackett is assuming a negative real discount rate of -2.1% over the period from 2025 to 2059, a
period of more than 30 years. In addition to being contradicted by economic theory, application
of such a rate over the period of the forecast lacks empirical foundation. For example, as shown
by each of the long-term budget reports issued by the Congressional Budget Office (“CBO”)
from September 2020 through March 2025, the average 10-year real rates expected over the
period 2020 to 2055 (approximately the period of Sackett’s forecast) were projected to be

positive.?8

40. Further, the steeply negative real discount rate of -2.1% that Sackett uses is a
function of a mismatch between the “as of” date for the expected inflation rate and discount rate
that were applied from 2025 to 2059. Using Sackett’s approach, had both rates been taken using
expectations as of March 2025 (post-Covid), the real discount rate would again have been

positive.?°

41. In each of LAS’s prior reports, prepared over a 15-year period, their forecasts
assumed a positive real discount rate over the period of the forecast, ranging from 0.7% to 3.41%

across those reports.

27 See, e.g., lhrig, J. E., G. Weinbach, and S. A. Wolla, “COVID-19’s Effects on the Economy and the FED’s Response,” Federal
Reserve Bank of St. Louis, August 10, 2020.

28 See “The 2020 Long-Term Budget Outlook,” Congressional Budget Office, September 2020, p. 47;“The 2021 Long-Term
Budget Outlook,” Congressional Budget Office, March 2021, p. 43; “The 2022 Long-Term Budget Outlook,” Congressional
Budget Office, July 2022, p. 45; “The 2023 Long-Term Budget Outlook,” Congressional Budget Office, June 2023, p. 31; “The
Long-Term Budget Outlook: 2024 to 2034”, Congressional Budget Office, March 2024, p. 37; “The Long-Term Budget
Outlook: 2025 to 2025”, Congressional Budget Office, March 2025, p. 36. These reports also includes data on historical real
interest rates on 10-year Treasury notes. These rates were also positive, on average, over the 30 years prior to the start of
Sackett’s estimation period. See, CBO (September 2020), p. 47.

2 0On March 31, 2025, yields on constant maturity Treasuries over the periods cited in the Sackett Report were 4.32% for the 3-
month, 4.23% for the 10-year, and 4.59% for the 30-year, all of which exceeded Sackett’s estimate of expected inflation as of
March 2025 of 3.2%.
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VI. Conclusion

42.  While the methodology used in the Sackett Report shares some formulaic
elements of the accepted methodology and the methodology used in prior LAS applications of

the methodology, it deviates in several critical ways:

a. Sackett reallocates unknown claims according to the pattern of the known
pending claims, when such claims are disproportionately likely to be resolved

with a non-malignant disease.

b. With no empirical analysis of whether this outcome is to be expected here,
Sackett assumes all pending claims will resolve.

c. Sackett double-counts the impact of potential future verdicts on settlement values.

d. Sackett includes defense costs in his estimate.

e. Sackett uses mismatched dates when obtaining his estimated inflation and
discount rates and obtains his discount rate from a highly unusual economic
period. The result is an assumed negative real discount rate of

-2.1% for a period of more than 30 years.

43. Each of these deviations from the accepted methodology lacks a basis in
economics and is inconsistent with the methodology used in LAS’s prior publicly-available
reports.

*hkkkikhkkkikhkkihkikiikk

My analysis in this matter is on-going. | respectfully reserve the right to update the opinions

offered in this report to reflect any additional information that becomes available to me.

Denise N. Martin

March 27, 2026
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deceased et al. v. Progressive American Insurance Company and Progressive Select
Insurance Company, 2020/2022.

March 2026

NERA Economic Consulting
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QUALIFICATIONS

I am a Senior Managing Director and Chair of the Compass Lexecon Global Finance
Practice.> Over my 30-year career, I have developed expertise in a wide range of financial
and economic areas. With subject matter expertise in valuation, credit and solvency
analysis, and other financial damages, I have been retained as a testifying and consulting
expert to analyze and quantify damages and other types of liability in disputes involving
mergers and acquisitions, bankruptcy, breaches of representations and warranties,
breaches of fiduciary duty, financial fraud, material adverse effects, dissenting
shareholder actions, leveraged buyouts, debt recharacterization, avoidance actions,
liability management transactions, antitrust damages and trade disputes. I also regularly
estimate the number and value of claims in mass tort matters. I have provided claims
analysis and estimation in connection with claims arising from talc, opioids, asbestos,

transvaginal mesh, breast implants, and PFAS.

I have been retained as an expert to estimate the number and value of mass tort claims in
matters involving Hopeman Brothers, Whittaker, Clark & Daniels, Johnson & Johnson,
Purdue Pharma, and Endo Pharmaceuticals. In connection with these engagements, I
have provided multiple expert reports and have testified in related estimation hearings
and trials. I am also a credited researcher for “Estimating Future Claims — Case Studies
from Mass Tort and Product Liability” (1995), for which I conducted empirical research
of mass torts involving: breast implants, intrauterine devices, asbestos, and hardboard

siding.

I have submitted expert oral and written testimony in multiple venues including state
courts in Delaware, New York, and California; U.S. federal bankruptcy and district
courts; international courts in Canada, Australia, and the United Kingdom; and the World
Trade Organization and other international arbitration forums. In addition to providing
expert testimony, I advise special board committees on merger and acquisition-related

litigation matters and serve as a bankruptcy trustee.

As representative M&A and financing engagements, | have been retained as a financial
expert in: Serta Simmons Bedding, LLC v. AG Centre Street Partnership L.P. (Southern
District of Texas, Houston Division); Desktop Metal, Inc. v. Nano Dimension Ltd. and
Nano US I, Inc. (Delaware); Votorantim S.A. v. ArcelorMittal Brasil S.A., ArcelorMittal
Spain Holding SL Respondents (ICC Arbitration); The Yucaipa Companies LLC v.

1

Compass Lexecon is a subsidiary of FTI Consulting, Inc.

1
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Lantern Asset Management GP, LLC, Spyglass Media Group, LLC (f/k/a Lantern
Entertainment LLC) (California); Twitter, Inc. v. Elon R. Musk (Delaware); Snow Phipps
Group, LLC, and DecoPac Holdings Inc. v. KCake Acquisition, Inc. (Delaware); Live
Nation Entertainment, Inc. v. Corporacion Interamericana de Entretenimiento, S.A.B. de
C.V. (CIE) (ICC Arbitration); The Mangrove Partners Master Fund, Ltd. v. Calamos Asset
Management, Inc., Respondent (Delaware); In re Baker Hughes, a GE Company, Deriv.
Litig. (Delaware) and Polar Multi-Strategy Master Fund v. The Stars Group Inc.
(Ontario).

5. As representative bankruptcy engagements, I have been retained as a financial expert in
connection with the bankruptcies of Lehman Brothers (on behalf of JPMorgan Chase),
Caesars Entertainment Operating Company (on behalf of Apollo Global Management),
Physiotherapy Associates Holdings (on behalf of a litigation trustee), U.S. Steel Canada
(on behalf of United States Steel), Purdue Pharma (on behalf of a large group of states
and U.S. territories), LTL Management I and II (on behalf of the Tort Claimant
Committee), Red River Talc (on behalf of tort claimants), Millennium Laboratories (on
behalf of a litigation trustee), Revlon (on behalf of the Debtor), and Endo (on behalf of

First Lien creditors).

6. I have written a number of publications and presented on valuation and credit analysis,
for organizations including the American Bar Association, the American Bankruptcy
Institute, the National Conference of Bankruptcy Judges, the Delaware State Bar
Association, Thomson Reuters, and Bloomberg Law. [ am a contributing author to the
Model Merger Agreement for the Acquisition of a Public Company, published by the
ABA’s Mergers and Acquisitions Committee, and a contributing researcher to The

Standard & Poor’s Guide to Fairness Opinions: A User’s Guide for Fiduciaries.

7. I have also been a member of the teaching faculty of Harvard University Extension
School, where I taught a graduate finance course (Business Analysis and Valuation) and a
past faculty member of the American Bar Association’s National Institute of Negotiating
Business Acquisitions.

8. Earlier in my career, I provided investment banking advisory services, including mergers
and acquisitions, fairness opinions, solvency opinions, and commercially reasonable debt
opinions. I was nominated to and am currently a member of FTI Consulting’s Fairness

and Solvency Committee.
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II.

10.

11.

12.

1.

13.

SCOPE OF ASSIGNMENT

On September 15, 2025, three initial reports were filed to estimate the number and value
of current and future asbestos claims against Aldrich Pump LLC (“Aldrich”) and Murray
Boiler LLC (“Murray”, collectively with Aldrich, “Debtors”): the Conformed Initial
Expert Report of Andrew J. Sackett (the “Sackett Report”); the Corrected Initial Expert
Report of Charles H. Mullin (the “Mullin Report”) and the Expert Report of The Brattle
Group (the “Brattle Report”). These reports were filed consistent with the Second
Amended Case Management Order for Estimation of Asbestos Claims entered on April
17, 2025 by the United States Bankruptcy Court for the Western District of North
Carolina (the “Second CMO”).?

On January 23, 2026, the Bankruptcy Court issued its Order Commencing Phase 1 of the
Estimation Trial with Hearings Based on the Tort System Extrapolation Method and the
Parties’ Expert Reports (the “January 2026 Order”).?

I have been requested by counsel to the Official Committee of Asbestos Claimants
(“ACC”) to review the tort system extrapolation analyses in the Mullin Report* and the
Brattle Report and provide my financial and economic opinions regarding the estimations
of liability contained therein. I understand that this report is to be filed in connection with
Phase I of the Estimation Trial.

I have been assisted by members of Compass Lexecon’s staff in the preparation of this
report. Compass Lexecon is being compensated for the hours I spend on this report at my
hourly rate of $1,525 per hour and for others working on this matter at their customary
hourly rates. My CV is attached as Appendix A to this report. A list of documents relied
upon is attached as Appendix B to this report.

FORMATION OF ALDRICH AND MURRAY

On June 18, 2020, Trane Technologies plc (“Trane”), a publicly traded company with a
then-market capitalization of $21.5 billion,® undertook a series of restructuring
transactions that, in part, resulted in the formation of Aldrich Pump LLC (“Aldrich”) and

2 Inre Aldrich Pump LLC, et al., Case No. 20-30608, Second Amended Case Management Order for Estimation of Asbestos
Claims, April 17, 2025.

3 InreAldrich Pump LLC, et al., Case No. 20-30608, Order Commencing Phase I of the Estimation Trial With Hearings
Based on the Tort System Extrapolation Method and the Parties” Expert Reports, January 23, 2026.

4 Inote that the Mullin Report contains analyses that I am not addressing because they are outside the scope of this Phase I
proceeding but I reserve my right to address those analyses should that become necessary.

5 AsofJune 18, 2020, as reported by S&P Capital 1Q.

3
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14.

IV.

15.

Murray Boiler LLC (“Murray”).® Just prior to the filing of the Debtors’ cases, Trane
caused Trane Technologies Company LLC, formerly known as Ingersoll-Rand plc (“Old
IRNC”), to split into two new companies: Aldrich and new Trane Technologies Company
LLC (“New TTC”).” Upon formation, Aldrich assumed certain assets and liabilities of
Old IRNC, including certain insurance assets and all of Old IRNC’s asbestos liabilities
(other than claims for which the exclusive remedy is provided under a workers'
compensation statute or similar laws), with all of Old IRNC’s other assets transferred to,
and all operations assumed by, New TTC. Similarly, Trane caused old Trane U.S. Inc.
(“Old Trane”) to split into Murray and a new Trane U.S. Inc. (“New Trane”). Upon
formation, Murray assumed certain assets and liabilities of Old Trane, including certain
insurance assets and all of Old Trane’s asbestos liabilities (other than claims for which the
exclusive remedy is provided under a workers' compensation statute or similar laws),
with all of Old Trane’s other assets transferred to, and all operations assumed by, New

Trane.?

On June 18, 2020, Aldrich and Murray filed voluntary petitions for reorganization under
Chapter 11 of Title 11 of the United States Code in the United States Bankruptcy Court
for the Western District of North Carolina in Charlotte.® At the time, Trane represented
that the goal of the Chapter 11 filings was to resolve all current and future asbestos
claims by establishing a trust to pay all asbestos claims under Section 524(g) of the U.S.
Bankruptcy Code. As contemplated, the trust would include a channeling injunction to
enjoin asbestos claims from being filed or pursued against Trane or its non-debtor

affiliates, including New TTC and New Trane.*

SUMMARY OF SEPTEMBER 12, 2025 REPORTS

The Second CMO required the parties to “exchange their initial expert reports setting
forth their estimate of the Debtors' liability for current and future mesothelioma claims,
plus the application of a ‘gross-up’ for non-mesothelioma claims.”*! Subsequently, the
January 2026 Order specified that in Phase I of the estimation process “the Court will

make a finding estimating the Debtors' liability for current and future asbestos claims by

6 Inre Aldrich Pump LLC, et al., Case No. 20-30608, Declaration of Ray Pittard in Support of First Day Pleadings, June 18,
2020 (“Pittard Declaration”).
7 Trane Technologies PLC, Form 10-K, for the fiscal year ended December 31, 2020 (“Trane Technologies PLC 2020 10-K>),

p. 4.

8 Inre Aldrich Pump LLC, et al., Case No. 20-30608, Informational Brief of Aldrich Pump LLC and Murray Boiler LLC, June
18, 2020 (“Informational Brief”), p. 34.

®  Trane Technologies PLC 2020 10-K, p. 7.

10 Trane Technologies PLC 2020 10-K, p. 7.

1 Second CMO, p. 3 and 9 3.



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 126 of 318

CONFIDENTIAL - PROFESSIONALS’ EYES ONLY PURSUANT TO PROTECTIVE ORDER

16.

17.

18.

19.

using the tort system extrapolation method, using the Debtors’ settlement and verdict

history, and will not address the Debtors’ legal liability theory.”!?

A.  The Brattle Report

The Brattle Report seeks to estimate the net present value (NPV) of pending and future
mesothelioma claims (or liability) against Aldrich and Murray as of June 18, 2020.3® The
Brattle Report estimates the NPV of pending claims by adjusting, and performing
calculations using, the claims data recorded in the “Bates White Debtors’ Claims
Database” dated July 24, 2025.1% The Brattle Report estimates the NPV of future
mesothelioma liabilities using two primary methodologies, a Nicholson-based incidence

model and a Hazard model, as follows:

a) The Nicholson approach forecasts mesothelioma incidence based on assumed
historical exposure patterns and epidemiological relationships, and then converts

projected incidence into claims.™®

b) The Hazard model estimates the probability of filing a mesothelioma claim over time
using a statistical model calibrated to historical claims data and cohort

characteristics.t®

Under both approaches, the Brattle Report converts projected mesothelioma claims into
liability estimates using assumptions regarding payment rates and settlement values.

The Brattle Group initially limits its analysis to mesothelioma claims filed by law firms
that it characterizes as “tort-firms.” It excludes claims filed by what the Brattle Report
characterizes as “non-tort law firms” as well as those related to non-mesothelioma
diseases.!’” The Brattle Group then applies two separate gross-up adjustments: first, to
estimate liabilities associated with non-mesothelioma diseases; and second, to estimate

liabilities associated with claims filed by “non-tort law firms.”

The range of the Brattle Report’s estimates of liability, measured by NPV and number of
filed claims, is presented in Exhibit 1 for Aldrich and Exhibit 2 for Murray. The Brattle

Group did not estimate the number of claims for non-mesothelioma diseases.

12
13
14
15
16
17

January 2026 Order, p. 2 and 9 2.
Brattle Report, 9] 2 and 20.
Brattle Report, § 21 and fn. 17.
Brattle Report, 9 8.

Brattle Report, 9.

The “non-tort law firms” vary for Aldrich (uuE_—_—G— S WS -1 (hc DS 2
Murray (S - -1 I
5
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Exhibit 1: Brattle Report
Summary of Aldrich Filed Claims and Liability Estimate

Mesothelioma Non-Mesothelioma
NPV incl. Non-Tort Gross Up ~ # Filed NPV incl. Non-Tort Gross Up  # Filed
($ millions) ($ millions) Claims_| ($ millions) ($ millions) Claims
Low $199 $289 15,019 $33 $48 N/A
High $202 $293 16,016 $34 $49 N/A

Sources: Brattle Report Backup Materials.

Notes:

[1] The Brattle Group does not forecast non-mesothelioma claims; it applies a non-mesothelioma gross-up to the final NPV.

[2] The Brattle Group excludes claims filed by what it characterizes as “non-tort law firms” and later incorporates those liabilities
through a gross-up in its final NPV estimates.

Exhibit 2: Brattle Report
Summary of Murray Filed Claims and Liability Estimate

Mesothelioma Non-Mesothelioma
NPV incl. Non-Tort Gross Up  # Filed NPV incl. Non-Tort Gross Up  # Filed
($ millions) ($ millions) Claims | ($ millions) ($ millions) Claims
Low $80 $161 12,339 $12 $24 N/A
High $82 $164 13,416 $12 $25 N/A

Sources: Brattle Report Backup Materials.

Notes:

[1] The Brattle Group does not forecast non-mesothelioma claims; it applies a non-mesothelioma gross-up to the final NPV.

[2] The Brattle Group excludes claims filed by what it characterizes as “non-tort law firms” and later incorporates those liabilities
through a gross-up in its final NPV estimates.

20. The low and high estimates in the Brattle Report are similar. For both Aldrich and
Murray, projected mesothelioma filed claim counts differ by less than 10%, and total
NPV differs by approximately 2%, indicating that the core results in the Brattle Report

are not materially sensitive to its internal scenarios.

21. The inclusion of non-mesothelioma claims increases the Brattle Group’s estimate of total
NPV by approximately 17% for Aldrich and 15% for Murray.

22. The Brattle Group’s “non-tort law firm” gross-up is based on the “non-tort law firm’s”
share of claim settlements between 2015 and 2019. For Aldrich, it increases the tort law
firm NPV for all diseases by 45%. For Murray, it is even larger, more than doubling the
NPV estimate. The resulting total liability estimates are approximately $337 million to
$342 million for Aldrich and $185 million to $189 million for Murray.
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23.

24.

25.

26.

B.  The Mullin Report

Consistent with the January 2026 Order that calls for estimating the Debtors’ liability
using the “tort system extrapolation method [... and] the Debtors’ settlement and verdict
history,” I analyze the Mullin Report’s tort system estimates.'® As the January 2026
Order states that Phase I of the estimation process “will not address the Debtors’ legal

liability theory,” I do not summarize those portions of the Mullin Report.®

The Mullin Report uses two primary methodologies to estimate Aldrich’s and Murray’s
liabilities for pending and future mesothelioma claims: a component-based approach and
an expenditure-based approach. The component-based approach projects mesothelioma
incidence using Dr. Gallardo-Garcia’s cohort-adjusted incidence curves and converts
those projections into claims.?’ Liability is then estimated from claims based on assumed
resolution rates, payment rates, and settlement values. The expenditure-based approach
attempts to directly estimate liability using the same mesothelioma incidence curve as

used in the component-based approach.

Across these methodologies, the Mullin Report varies several key inputs and
assumptions, including the share of cases purportedly attributable to non-asbestos
containing products (“non-ACP”),?! trend in average settlement values, discount rates,
and the historical calibration period used to estimate the propensity to sue, resolution pay

rate, and average settlement values.??

For the component-based approach, the Mullin Report presents 24 scenarios of the
Debtors’ liabilities that range from $525 million to $750 million in net present value.? In
the reliance materials, the component-based approach is expanded to 54 scenarios with
the same range of estimated liabilities.?* For the expenditure-based approach, the Mullin
Report presents two scenarios of the Debtors’ liabilities that range from $425 million to
$695 million in net present value.?> The Mullin Report contains yet a third
methodological estimate of the Debtors’ liability, “between $50 million and $100 million
on a net present value basis.” This estimate corresponds to an assumption that the
Debtors “adopt[] a ‘litigation approach’ similar to that of JCI.”?®

18
19
20
21
22
23
24
25
26

January 2026 Order, p. 2 and 9 2.

January 2026 Order, p. 2 and 9 2.

I understand that Dr. Jorge Gallardo-Garcia is a Partner at Bates White Economic Consulting.
Excluding “non-ACP” claims reduces the Mullin Report’s liability estimate.

Mullin Report, § 126 and Figure 29.

Mullin Report, Figure 29.

Mullin Report, fn. 140 and Mullin Report Backup Materials.

Mullin Report, Figure 32.

Mullin Report, § 116.
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27. Thus, in total, Dr. Mullin’s estimate of the Debtors’ liability ranges from $50 million to
$750 million, with an upper bound that is 15 times /arger than the lower bound. Thus,
even under Dr. Mullin’s tort system-based liability estimates, he asserts that a wide range
of outcomes is possible and fails to state a clear expert opinion as to which combination
of assumptions and methodologies results in the best estimate of liability.?’ In addition,
only some of his scenarios result in a discrete estimate of the number of future filed

claims. 28

28.  The range of the Mullin Report estimates of liability, measured by NPV and number of
filed claims, is presented in Exhibit 3 for Aldrich and Exhibit 4 for Murray (limited to the

component-based and expenditure-based approaches).

Exhibit 3: Mullin Report
Summary of Aldrich Filed Claims and Liability Estimate
(Component and Expenditure Methodologies)

Mesothelioma Non-Mesothelioma
NPV ($ millions) # Filed Claims | NPV ($ millions) # Filed Claims
Low $233 N/A $49 N/A
High $410 24,648 $86 N/A

Sources: Mullin Report Backup Materials.

Notes:

[1] The Mullin Report does not forecast non-mesothelioma claims; it applies a non-mesothelioma gross-up to the final NPV.
[2] The Mullin Report uses two methodologies: component-based and expenditure-based forecasts. Their component-

based forecasts make up the high range of these numbers, while the expenditure-based forecasts make up the low range of these
numbers.

[3] The Mullin Report’s high NPV range includes the following assumptions: a historical calibration period of 10 years; non-
ACP incidence of 20%, which affects mesothelioma incidence; an inflation rate of 0%, and a discount rate of 4.5%.

[4] The Mullin Report’s low NPV range includes the following assumptions: non-asbestos (“non-ACP”) incidence of 0%, an
inflation rate of -0.6% (Aldrich-specific), and a discount rate of 6.5%.

Exhibit 4: Mullin Report
Summary of Murray Filed Claims and Liability Estimate
(Component and Expenditure Methodologies)

Mesothelioma Non-Mesothelioma
NPV ($ millions) # Filed Claims | NPV ($ millions) # Filed Claims
Low $117 N/A $28 N/A
High $207 19,557 $50 N/A

Sources: Mullin Report Backup Materials.

Notes:
[1] The Mullin Report does not forecast non-mesothelioma claims; it applies a non-mesothelioma gross-up to the final NPV.
[2] The Mullin Report uses two methodologies: component-based and expenditure-based forecasts. Their component-

27 In fact, the full range of estimates presented in the Mullin Report is significantly wider. The Mullin Report presents a

separate, lower liability estimate that is not based on his tort system methodology and therefore is not analyzed here.
The Mullin Report’s expenditure-based approach does not yield a discrete estimate of future filed claims because it projects
liability, in terms of dollars, directly from incidence and expenditures. See Mullin Report, 4 128—-129.

8

28
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based forecasts make up the high range of these numbers, while the expenditure-based forecasts make up the low range of these
numbers.

[3] The Mullin Report’s high NPV range includes the following assumptions: a historical calibration period of 10 years; non-ACP
incidence of 20%, which affects mesothelioma incidence; an inflation rate of 0%; and a discount rate of 4.5%.

[4] The Mullin Report’s low NPV range includes the following assumptions: non-asbestos (“non-ACP”) incidence of 0%, an
inflation rate of -2.3% (Murray-specific), and a discount rate of 6.5%.

29.  Mesothelioma estimates range from $233 million to $410 million for Aldrich and $117
million to $207 million for Murray (excluding the JCI-derived estimates). The low end
reflects the “low” scenario in the expenditure-based approach, while the high end reflects
the component-based approach under the following assumptions: a calibration period of
10 years; non-ACP incidence of 20%; net inflation rate of 0%; and a discount rate of
4.5%.

30. Dr. Mullin then applies a gross-up to mesothelioma liabilities to estimate liabilities for
non-mesothelioma diseases (approximately 21% for Aldrich and 24% for Murray),
resulting in total liability estimates of approximately $282 million to $496 million for
Aldrich and $145 million to $257 million for Murray.

31.  Separately, the Mullin Report also presents non-tort system opinions that the Debtors’
liabilities could be $50 million in net present value under an “‘excess mesothelioma

299

diagnoses’” from gaskets and packing approach?® or could be $70 million in net present

value in a Garlock-adjusted approach.*

C.  The Sackett Report

32.  Inaddition to analyzing the Brattle Report and the Mullin Report, my report incorporates
select findings from the Sackett Report as an additional benchmark to evaluate the
Debtors’ estimated tort liabilities across alternative frameworks. The Sackett Report
estimates the liabilities of Aldrich and Murray across four scenarios. For pending claims,
it uses either the Plaintift Identification Questionnaires (“PIQs”) or the Debtors’ claims
Database; for future claims, it uses either a modified Nicholson method or the Sales
method. 3! The range of estimates is shown in Exhibit 5 and Exhibit 6 for Aldrich and
Murray, respectively. They show the base tort liability under these scenarios before

adjustments for additional components identified in the Sackett Report, including

2 Mullin Report, Section IV.B.2.c. (] 112-114).

30 Mullin Report, Section IV.B.2.a. (9 108-109).

3L Pursuant to the Bankruptcy Court’s Order Approving Personal Injury Questionnaire and Granting Related Relief entered
July 6, 2022, all holders of “Prepetition Mesothelioma Claims” (as defined therein) were required to complete and submit a
PIQ by (or postmarked no later than) December 16, 2022. In re Aldrich Pump LLC, et al., Case No. 20-30608, Order
Approving Personal Injury Questionnaire and Granting Related Relief, July 6, 2022.

9
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liabilities associated with unknown diseases, tolled claims, and defense costs.?
Accordingly, the figures in Exhibit 5 and Exhibit 6 do not reflect the full range of liability
estimates in the Sackett Report.

Exhibit 5: Sackett Report
Summary of Aldrich Filed Claims and Liability Estimate

Mesothelioma Non-Mesothelioma
NPV ($ millions)  # Filed Claims | NPV ($ millions)  # Filed Claims
Low $978 24,353 $241 25,849
High $1,040 25,762 $327 33,588

Sources: Sackett Report Backup Materials.

Notes:

[1] Sackett's low range uses P1Qs to estimate pending claims and Nicholson method to estimate future claims, while their high
range uses the Debtors’ claims Database to estimate pending claims and the Sales Method to forecast future claims.

[2] This table only includes Sackett's base tort liability, and does not include their liability estimates for unknown diseases, tolled
claims, or defense costs.

Exhibit 6: Sackett Report
Summary of Murray Filed Claims and Liability Estimate

Mesothelioma Non-Mesothelioma
NPV ($ millions)  # Filed Claims | NPV ($ millions)  # Filed Claims
Low $565 18,596 $187 29,010
High $584 19,352 $218 32,845

Sources: Sackett Report Backup Materials.

Notes:

[1] Sackett's low range uses P1Qs to estimate pending claims and Nicholson method to estimate future claims, while their high
range uses the Debtors’ claims Database to estimate pending claims and the Sales Method to forecast future claims.

[2] This table only includes Sackett's base tort liability, and does not include their liability estimates for unknown diseases, tolled
claims, or defense costs.

33.  Mesothelioma liabilities range from $978 million to $1.04 billion for Aldrich and $565
million to $584 million for Murray, reflecting a relatively narrow range of less than 10%
between the high and low estimates for both Aldrich and Murray.

34.  The differences between the Mullin Report and the Brattle Report reflect materially
different methodological choices and inputs. Accordingly, the sections that follow move
beyond a high-level comparison of NPV and claim counts to determine which metrics are
driving the estimation of the asbestos liabilities. I analyze the key inputs used in the
Brattle Report and the Mullin Report, including incidence curves, settlement values,

inflation, and discount rates, among others. In addition to independently analyzing these

32 The Sackett Report notes that the Debtors would have to “pay defense costs in connection with the defense and resolution of

asbestos Claims” in the tort system (Sackett Report, § 205) and that “[f]ailure to account for defense costs leads to
uncertainty as to whether the settlement values achieved in the past would be sustained in the future,” (Sackett Report, 9§ 32).

10
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metrics, I also compare these metrics across reports (including the Sackett Report) and

identify both alignment and misalignment among the reports.

V. ERRORS COMMON TO THE BRATTLE REPORT AND MULLIN
REPORT

A. Improperly Assumes Mesothelioma Claim Values Will Decrease
Over Time

35. Both the Brattle Report and the Mullin Report assume average settlement values for
mesothelioma claims will decrease over time. Though the determination methods are
different, the two reports primarily attribute this asserted decline to the increasing age of
the claimants. However, the Debtors’ claims data—including the Brattle Group’s

analysis of the same—contradicts this assertion.

36. The Brattle Report assumes that the average mesothelioma settlement values will
decrease each year in the future for both primary exposure claims and secondary
exposure claims due to an aging population of claimants.®® The Brattle Report ties the
assumption to a regression analysis it conducts of settlements (in constant June 2020
dollars). The Brattle Group purports to find that a “one-year increase in age at filing is
associated with a decrease of 1.0% in settlement value for primary exposure claims, and

of 1.3% for secondary exposure claims.”3

37. As further support for this assumption, the Brattle Report notes that many asbestos trusts
“explicitly account for age in their payment values.”®® As an initial matter, it is my
understanding that consideration of an asbestos trust is not relevant for Phase I of the
estimation. 3® Nonetheless, the Brattle Report does not explain that asbestos trusts also
consider other claimant information in determining payment values. The Brattle Report
even references other “objective factors” that the GST Settlement Facility (“Garlock

Trust”) considers, including the “disease, [...] life status, dependents, economic loss,

33 Brattle Report, 99 93-94.

3 Brattle Report, 9 93. The Brattle Report states that the regression analysis controls for “other important determinants of
settlement value (i.e., jurisdiction, resolution year, law firms, debtor, exposure type and time elapsed since filing.” The
Mullin Report backup materials contain coefficients for the states CA, IL, NY, PA, and WV; settled years of 2016, 2017,
2018, and 2019; claim lengths of 1, 2, and 3 years; plaintiff law firms of Cooney Conway, Gori Lawfirm [sic], Maune
Raichle Hartley French Mudd, Shrader Associates, and Simmons Hanly Conroy; a debtor flag for Murray; and age at filing
for primary exposure claims and secondary exposure claims. The notes state that the regression is “run on paid
Mesothelioma claims resolved between FY2015-2019, excludes Non-Tort Firms, and observations missing exposure
information.”

35 Brattle Report, § 93.

3 See Section VILE. for a discussion of differences between trust funding needs and tort system liabilities estimates.

11
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38.

39.

duration of exposure, [and] year[s] of exposures.”®’ Instead, the Brattle Report presents a
one-dimensional explanation focused only on age of the claimant. However, as I discuss
below, the Brattle Report’s singular focus on age is also refuted by its own regression
model.

The Brattle Report constructs a regression model which is intended to relate the amount
paid for a mesothelioma claim in constant June 2020 dollars (dependent variable) to six
other variables (independent variables): (i) state in which the claim was filed, (ii) claim
settlement year, (iii) number of years between file year and settlement year, (iv) plaintiff
law firm, and (v) age of claimant on filing date. Brattle includes a sixth variable to
indicate whether the claim was against Murray or Aldrich. The results of a multivariate
regression analysis, such as that conducted by the Brattle Group, can be described as
demonstrating the quantitative relationship between each of the independent variables
and the dependent variable (e.g., amount paid for a mesothelioma claim), holding all

other independent variables constant.

Although the Brattle Group’s regression results quantify the relationship between
settlement values and all six selected independent variables, the Brattle Report discusses
only one of them: age of claimant. However, the regression model also returns results for
the claim settlement year and the other independent variables. In the Brattle Group’s
regression model, the coefficient for claim settlement year shows whether settlement
values in that year are greater than (positive coefficient) or less than (negative coefficient)
settlement values in 2015, all else equal. According to the Brattle Group’s own results,
the coefficients for claim settlement years 2016, 2017, 2018, and 2019 are all positive and
statistically significant at the 1% level. This means that the settlement values for paid
mesothelioma claims in 2016, 2017, 2018, and 2019 (all in constant June 2020 dollars)
were greater than the settlement values in 2015 (in constant June 2020 dollars). As the
settlement values are in constant June 2020 dollars (i.e., inflation adjusted), this increase
is after accounting for inflation. Exhibit 7, below, is a screenshot of the regression results
for claim settlement year in the backup materials to the Brattle Report.

37

Brattle Report, § 104 and 110.

12
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Exhibit 7: Brattle Report Regression Results for Claim Settlement Year

Variable Coefficient RSE
[A] [BI
Year Settled [7]
2016 [8] 0.178*** (0.0573)
2017 [9] 0.259*** (0.0492)
2018 [10] 0.199*** (0.0523)
2019 [11] 0.292*** (0.0504)
Sources: Brattle Report Backup Materials.
Notes:
[1] Regression results for 5Y calibration period, excluding claims from Non-Tort Firms.
40.  Inits regression analysis, the Brattle Group uses the natural logarithm of the dependent

variable (i.e., settlement amount). This which makes the coefficients of the independent

variables less directly interpretable. I translate these coefficients into a “percentage

increase in settlement amounts” to make them more interpretable.®® See Exhibit 8, below.

a. For example, the regression model in the Brattle Report estimates that settlement

values for paid mesothelioma claims (in constant June 2020 dollars) in 2016 were

19.5% higher than settlement values for paid mesothelioma claims (in constant June

2020 dollars) in 2015, all else equal.*

b. As another example, the settlement values for paid mesothelioma claims (in constant
June 2020 dollars) in 2019 were 33.9% higher than settlement values for paid

mesothelioma claims (in constant June 2020 dollars) in 2015, all else equal.

41. The results from the regression model in the Brattle Report therefore show that settlement

values generally increased on an annual basis from 2015 to 2019.

38
year relative to 2015, I take the exponential of the coefficient.

In particular, to interpret the coefficients as the average percentage increase in settlement values in each claim settlement

39 The coefficient for year settled 2016 is 0.178. I take the exponential of the coefficient, (e*!7®) = 1.195, and then convert it

into a percentage change, 1.195 — 1 =19.5%.
13
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Exhibit 8: Brattle Report Regression Results for Year Settled — Interpretation of

Coefficients
. . Implied Increase in Average Settlement
Variable Coefficient Value, Compared to 2015
[Al [B]

Year Settled [7]

2016 [8] 0.178*** 19.5%

2017 [9] 0.259*** 29.6%

2018 [10] 0.199*** 22.0%

2019 [11] 0.292*** 33.9%

Sources: Brattle Report Backup Materials.

Notes:

[1] Subset of rows from Brattle Report Backup Materials, Regression results for 5Y calibration period, excluding claims from
Non-Tort Firms. See Appendix C for the full regression results.
[2] Calculated as the exponential of the coefficient (column [A]), minus 1.

42.

43.

The Brattle Report discusses only the modeled impact of the age of the claimant at filing,
but the report ignores other results from its regression analysis. For example, the results
also show that in constant June 2020 dollars, settlement values have generally increased
since 2015, all else remaining equal. Put another way, under the Brattle Group’s own
results, an individual who was 65 years old when they filed a mesothelioma claim that
settled in 2018 would be expected to receive a higher settlement value than an individual
who was 65 years old when they filed a mesothelioma claim that settled in 2015,

controlling for all other factors.*°

The age of the claimant is therefore not the only factor that matters when determining the
value of a settlement. As shown above, claim settlement year is also a key metric
affecting settlement values. In addition, Appendix C shows that other variables in the
regression, including claim length, state, and plaintiff law firm, are also statistically
significant. Thus, it is analytically unsupported for the Brattle Report to single out
claimant age as the driving factor in settlement values while overlooking the other
variables that its own regression results show to be statistically significant. This would be
equivalent to assuming that two houses of the same age in the same city have the same
value without taking into consideration other relevant factors such as square footage,

neighborhood or whether either or both houses were recently renovated.

40

All other factors refers to the other independent variables.

14
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44. The Mullin Report asserts that the yearly average settlement values for mesothelioma
claims, in nominal terms and in constant June 2020 dollars, have been declining between
2010 and 2019 for both Aldrich and Murray.** Following from this assertion, the Mullin
Report assumes an annual decreasing average settlement value for mesothelioma claims
in half of its component-based estimation scenarios and no increase in ASV for the other
half of its component-based estimation scenarios.*> However, a more robust analysis of

the Debtors’ claim data fails to support this assumption in the Mullin Report.

45.  First, as discussed above, the Brattle Group’s regression analysis confirms that if one
controls for other claim characteristics that impact settlement value, claim values steadily
increased between 2015 and 2019. Even a review of the raw claims data contradicts Dr.
Mullin’s assertion of declining mesothelioma claim values. As Exhibit 9 and Exhibit 10
display, the raw data series shows no clear trend in yearly ASV for paid mesothelioma

claims between 2004 and 2019 in either nominal values or constant June 2020 dollars.

41 Mullin Report, 99 155-158. The Mullin Report finds that the average nominal settlement value for mesothelioma claims
decreased by 0.8% per year for Aldrich and 2.3% per year for Murray. The Mullin Report finds that the average settlement
value (in constant June 2020 dollars) for mesothelioma claims decreased by 2.6% per year for Aldrich and 4.3% per year for
Murray.

42 Mullin Report, § 160 and Figure 29. The Mullin Report warns that “fail[ing] to account for the persistent deviation of the
Debtors’ average claim values form general inflation” would result in projections that “would be biased high and
unreliable.”

15
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Exhibit 9: Murray Yearly ASV (Nominal Terms) for Paid Mesothelioma Claims in the

Brattle Report
2004 - 2019
$160,000
$140,000 -
__ $120,000 -
[%2)
e
>
F $100,000 1
©
§=
§
Z  $80,000 -
>
)
<
> $60,000 -
1
S
>
$40,000 -
$20,000 -
$0 T T T T T T
< Yo © N~ o0} D o — N (a2} <t mn [{e] N~ o] ()]
o o o o o o — — — — — — — — — —
o o o o o o o o o o o o o o o o
N N N N N N N N N N (V] N N N N (V]
Year

Source: Brattle Report Backup Materials.

Notes:
[1] No claims have been excluded (i.c., llllland SR 12ims are not excluded).
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Exhibit 10: Murray Yearly ASV (In June 2020 Constant Dollars) for Paid Mesothelioma
Claims in the Brattle Report

2004 - 2019
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Source: Brattle Report Backup Materials.

Notes:
[1] No claims have been excluded (i.e.,‘nd -claims are not excluded).

46. Second, the analysis contained in the Mullin Report is insufficient to show a declining
trend in mesothelioma average settlement values. To demonstrate the asserted declining
trend, the Mullin Report references Figures 47 and 48. The charts show average
settlement values in constant June 2020 dollars. Notwithstanding that Dr. Mullin has
attempted to fit a line to the data, the actual annual observations are not consistent with
the asserted linear relationship. The data clearly shows a break in the “linear trend” in
2016 and 2017. One possible explanation for the break is the impact of an April 2016
plaintiff jury verdict against Aldrich on subsequent mesothelioma settlements. The

Mullin Report references this verdict but does not explore the potential impact of the

17




Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 139 of 318

CONFIDENTIAL - PROFESSIONALS’ EYES ONLY PURSUANT TO PROTECTIVE ORDER

47.

48.

49.

50.

51.

verdict on ASV going forward.*® An increase in the number of claims and settlement
values, following a publicized plaintiff verdict, is a common pattern for mass tort claims

in the tort system and contributes to the non-linearity of settlement values over time.

Third, I note that Dr. Mullin’s assumption in respect to average settlement values for
mesothelioma claims is inconsistent with his assumption in another part of his report

where he values mesothelioma claims at $5 million each.**

B. Application of High Discount Rates and Low Inflation Rates
Improperly Decreases NPV

The Brattle Report and the Mullin Report estimate the NPV of asbestos liabilities by
projecting future claim values using an inflation rate and then discounting those projected
nominal values to present value. Higher inflation rates increase NPV, while higher

discount rates decrease it.

The Brattle Report uses inflation projections from the Congressional Budget Office for
2020-2030 and long-term projections from the U.S. Federal Open Market Committee
projections for 2031 onward.* Inflation begins at 2.6% in 2021 and declines to a long-

run rate of 2.0% for 2031 onward.

The Mullin Report incorporates inflation through the assumed trajectory of Average
Settlement Values (“ASVs”), rather than through a separate macroeconomic inflation
input. Under Dr. Mullin’s methodology, ASV is intended to reflect the combined net
effect of inflation (which increases ASV) and his assumption of a declining trend in
constant dollar ASV (which decreases ASV).

In the low NPV scenario, the Mullin Report calculates the net inflation rates as follows:

a. Calculates his asserted annual decline in nominal ASVs from 2010 to 2019 as -0.8%
for Aldrich and -2.3% for Murray.*®

43

44
45
46

See Mullin Report, fn. 175 and 177. The Mullin Report manually adjusts the Debtors’ claims Database (i) to count the

verdict in 2016 instead of in 2017 and (ii) to change the indemnity from | iiiiil] to $5.5 million. Neither the Mullin

Report nor the Mullin Report backup materials explain why these two manual adjustments are made to the Debtors’ claims

Database. I understand that a jury plaintiff verdict was reached in April 2016 and that, after appeals were exhausted,

Ingersoll Rand made a I payment to the claimant in December 2017. The Debtors’ claims Database reflects this
payment in December 2017.

Mullin Report, q 114.

Brattle Report, fn. 87.

Mullin Report, 4 155-156.
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52.

53.

54.

b. Converts these into constant dollar (real) annual declines of -2.6% for Aldrich and
4.3% for Murray.*’

c. Adds back a 2% long-run CPI-based annual “general” inflation assumption to
translate these real declines into nominal projected trends.*®

d. The resulting effective (net) inflation rates are therefore annual declines of -0.6% for
Aldrich and -2.3% for Murray.*°

In the high NPV scenario, the Mullin Report notes that ASVs have historically declined,
but assumes, what he describes as a “conservative” approach, that this historical decline
stops as of the Petition Date and that the nominal ASV remains constant from that point

forward.

The Mullin Report does not provide any evidence to support the assumption of a 2%
“general” inflation rate over the entire forecast period. Nor does the Mullin Report
describe why a “general” inflation rate would be applicable to mesothelioma claim
values. As acknowledged by the Brattle Report and the Sackett Report (and consistent
with my own experience as a financial expert) there are widely accepted estimates of
projected inflation (e.g., U.S. Congressional Budget Office, U.S. Federal Reserve Bank,
etc.). There are also projections that specifically address inflation of healthcare costs.>°
In fact, the Mullin Report itself calculates general inflation measures from multiple
sources, including TIPS, Treasury bonds, and the U.S. Congressional Budget Office, but

then ignores them when selecting his “general” inflation rate.>!

Inflation rates are summarized in Exhibit 11.

47
48
49
50

51

Mullin Report, 9 157-158.

Mullin Report, § 160 and Mullin Report Backup Materials.

Mullin Report, § 160.

For example, see KFF, “Health Care Costs and Affordability,” October 8, 2025, accessed at https://www.kff.org/health-
costs/health-policy-101-health-care-costs-and-affordability/?entry=table-of-contents-introduction.

Mullin Report, § 171.
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Exhibit 11: Summary of Inflation Rates

Inflation Rate Source

CPI data from CBO (reported annually through
2021 to 2030: 2.6% to 2.2%, declining 2022, with projections aggregated for 2023-2024
and 2025-2030)

Brattle
2031 onwards: 2.0% Federal Reserve long-run inflation (constant)
. Real ASV 2% long-run inflati
Low NPV: Aldrich -0.6% Murray: -2.3% e S. trends and 2% long-run inflation
- assumption
Mullin
High NPV: None (0%) Assumed break in ASV trends

Sources: Brattle Report Backup Materials; Mullin Report Backup Materials.

Notes:

[1] The Brattle Report uses headline CPI-U (all items) from the Congressional Budget Office and Federal Reserve long-run
inflation projections based on Personal Consumption Expenditures (PCE) inflation (U.S. Federal Open Market Committee
Summary of Economic Projections, central tendency midpoint; Series PCECTPICTMLR).

[2] The Mullin Report uses core CPI-U (excluding food and energy) from the U.S. Bureau of Labor Statistics, Series
CUUROO00OSAOLI1E.

55.  The Brattle Report uses a 4.48% discount rate based on U.S. Treasury yields as of June
2025, rather than the petition date rate of 1.24%°2. The Brattle Group explains this
substitution by stating that yields were “depressed in part, by concerns for the economy
[due to] the impact of Covid-19.”3

56. The Mullin Report assumes a primary discount rate estimate of 6.50%. This is calculated
assuming U.S. Treasury yields of August 22, 2025 (4.5%) and adding a 2% risk premium.
The 2% risk premium is derived from a historical comparison of (i) returns earned by
“select 524(g) trusts” over the period 2010 to 2024 and (ii) a simple average of yields for
5-year, 10-year, 20-year and 30-year Treasuries over the same 15-year period.>* Similar
to his liability estimates, Dr. Mullin assumes a range of discount rates. The high and low

ends of this range are summarized in Exhibit 12.

57. However, in the tort system context, as ordered by the Court, there is no trust for the
Debtors and no consideration of a trust.>® Therefore, any analysis of the returns (and
premium) of the 524(g) asbestos trusts should be rejected. The appropriate benchmark

52 This represents the 20-year Treasury yield as of June 18, 2020, the Petition Date. See U.S. Department of the Treasury,
“Daily Treasury Par Yield Curve Rates.” Accessed March 25, 2026. https://home.treasury.gov/resource-center/data-chart-
center/interest-rates/daily-treasury-rate-archives/par-yield-curve-rates-2020-2023.csv.

58 See Brattle Report, fn. 91.

5 Mullin Report, §9 165-168.

%5 The Mullin Report references what “an Aldrich or Murray trust should expect” in terms of asset returns (Mullin Report, q
165).
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should remain a risk-free rate because claimants are effectively involuntary creditors who
have not agreed to assume risk. The claimants’ recoveries arise from the tort system, not
from a voluntary investment decision. The historical returns earned by trust, which has
voluntarily agreed to assume invest risk, are therefore not material to the determination of

the proper discount rate.

Exhibit 12: Summary of Discount Rates

Discount Rate Source
Brattle 4.48% Treasury Risk Free Rate (June 2025)
Low NPV: 6.5% Sum of the components below:
- 4.5% Treasury Risk Free Rate, August 2025
Mullin

- 2.0% Risk Premium from 524(g) Trusts, 2010-2024

High NPV: 4.5% 524(g) Trust Returns, 2010-2024

Sources: Brattle Report Backup Materials; Mullin Report Backup Materials.

Notes:

[1] The Brattle Report also conducts a sensitivity analysis by applying a discount rate of 6.1%, representing the expected rate of
return earned by the average asset composition of eight large asbestos liability trusts (Brattle Report, fn. 93).

58.

59.

60.

Bankruptcy estimation is often intended to determine the value of liabilities as of the
petition date, and courts in asbestos bankruptcies have adopted this approach when
selecting discount rate assumptions. As discussed in Appendix D, this petition-date
framework is consistent with the approach applied in other asbestos bankruptcy

estimations.

As discussed, the Brattle Group disregarded the contemporaneous Treasury Yield as of
the petition date and substituted a yield as of a more recent date. However, corporate
finance theory does not support such an adjustment. First, the correct valuation of an
asset should only reflect information that is known or knowable as of the date of the
valuation.®® As of June 18, 2020 (Debtors’ petition date), the actual Treasury yield as of
June 2025 was not known. Thus, it is improper to use this then-unknown data to value
the Debtors’ liability.

Second, one may argue that there were market expectations as of June 18, 2020 as to
future Treasury yields. While I agree with this premise, the question then turns to: What
is the best measure of the market’s expectation of future Treasury yields? Is it the Brattle

% See, e.g., Richard A. Brealey, Stewart C. Myers, and Franklin Allen, Principles of Corporate Finance, 12th ed. (New York:
McGraw-Hill Education, 2017).
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61.

62.

63.

Group’s estimate or is it the contemporaneous Treasury yields? Corporate finance theory
is clear that the market’s collective expectation of future yields is most accurately
captured by the contemporaneous yields (not by the singular estimate of one
prognosticator). That is, the contemporaneous yields compound the market’s collective
expectations of future Treasury yields and the probability of the manifestation of those

yields.>’

To understand why this must be true it is instructive to examine what a contrary
assumption would imply. If the Brattle Report’s assumption that the Treasury yield
“should have been” 4.48% as of June 18, 2020 was correct, then any entity borrowing
money at the actual Treasury yield of 1.24% would enjoy a significant arbitrage
opportunity at the expense of the entity loaning the money.>® For example, if I would
have been able to secure a mortgage for my house at a 5% mortgage rate when the
financing rate should actually have been 8.48%, the lender would be earning a rate of
return on my mortgage that was more than 3 percentage points too low (similar to 4.48%
- 1.24%). This could only arise if all of the borrowers had market insight that all of the
lenders lacked or if all of the lenders neglected to act in their own economic interest.

There is no economic support (or applicable market precedent) for such assumptions.

The Mullin Report contains a second set of flaws. First, it fails to establish that the
returns of 524(g) trusts are relevant for valuing asbestos claims in the tort system. Claims
that are paid through a trust are nof part of a tort system estimate. Second, even if trust
returns were relevant to valuing mesothelioma claims in the tort system, the Mullin
Report does not undertake any analysis to demonstrate which trust returns would be most
applicable to the Debtors. For example, it does not undertake a comparison of the
asbestos containing products sold by the Debtors and trust predecessor companies, the
nature of the asbestos exposure linked to those products, or the proportion of claims paid
by the trust for mesothelioma versus other asbestos-related diseases. Instead, it assumes a
simple average from observed returns that range from 2.4% (Burns & Roe) to 7.7%
(Manville).>®

I also note that notwithstanding the frequent references to the Garlock Trust in the Brattle
Report and the Mullin Report, the Mullin Report does not discuss the returns earned by

57

58

59

See, e.g., Eugene F. Fama, “Efficient Capital Markets: A Review of Theory and Empirical Work,” The Journal of Finance
25, no. 2 (1970): 383417, p. 383 (“the ideal is a market in which prices provide accurate signals for resource allocation [...]
security prices at any time ‘fully reflect’ all available information.”); John Y. Campbell and Robert J. Shiller, “Yield Spreads

and Interest Rate Movements: A Bird’s Eye View,” Review of Economic Studies 58, no. 3 (1991): 495-514.

This represents the 20-year Treasury yield as of June 18, 2020, the Petition Date. See U.S. Department of the Treasury,
“Daily Treasury Par Yield Curve Rates.” Accessed March 25, 2026. https://home.treasury.gov/resource-center/data-chart-
center/interest-rates/daily-treasury-rate-archives/par-yield-curve-rates-2020-2023.csv.

Mullin Report, Figure 49.
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64.

65.

66.

67.

the Garlock Trust. Using Dr. Mullin’s own methodology for calculating trust returns®

and publicly available data from the Garlock Trust, I calculate that the Garlock Trust
earned a compounded annual rate of return of approximately 2.1%, from inception (2017)
through 2024. Under Dr. Mullin’s logic, this would imply a discount rate of 2.1% to
calculate the NPV of Debtors’ liabilities.

C. Exclusion of Tolled Claims Improperly Decreases NPV

The record demonstrates that Aldrich and Murray entered into settlement agreements
with certain law firms that contained tolling provisions.®? As a result of these tolling
provisions, some cohort of claims may not be recorded in the Debtors’ claims Database
for Aldrich and Murray. However, upon the termination of the tolling agreement and/or
further developments in the tort system, some portion of these tolled claims would be
expected to present as claims against the Debtors. It is inherent in the nature of tolled

claims that they are not permanently discharged.

Neither the Brattle Report nor the Mullin Report takes tolled claims into account. If
included, the tolled claims would increase the number of pending claims and increase the
propensity to sue, which would increase the number of future claims. As a result, by
failing to account for tolled claims, the Brattle Report and the Mullin Report improperly
decrease the NPV of the asbestos liability estimates.

I understand that the Sackett Report makes an adjustment to account for tolled claims.®?

D. Exclusion of Unknown Diseases Improperly Decreases NPV

The Brattle Report and Mullin Report both ignore the possibility that a portion of the
unknown disease claims are mesothelioma claims. By ignoring this aspect of the
unknown disease claims, the Brattle Report and Mullin Report both improperly decrease
the NPV of the asbestos claims liabilities for at least two reasons. Exhibit 13 and Exhibit
14 below show the distribution of pending claims by disease and that the unknown
disease claims represent 10% of pending claims for Aldrich and 15% of pending claims
for Murray.

60
61

62

Mullin Report, § 165 and backup materials.

For example, see Settlement Agreement between Murray and [N dated February 28, 2014 (Aldrich-Murray-

EST 00164294, at -297); Settlement Agreement between Aldrich andllll dated March 18, 2013 (Aldrich-Murray-

EST 00146534, at 536-7); Addendum to March 18, 2013 Settlement Agreement between Aldrich andlll dated June 26,
2019 (Aldrich-Murray-EST 00146542, at 545); and Addendum to March 18, 2013 Settlement Agreement between Murray
and dated June 26, 2019 (Aldrich-Murray-EST 00146542, at 542).

See Sackett Report, Section IX. (14 191-200).
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Exhibit 13: Distribution of Pending Claims for Aldrich and for Murray
Used in the Brattle Report

Disease Aldrich Murray
Mesothelioma 4,086 3,487
Lung Cancer 3,640 3,614
Other Cancer 375 390
Non-Malignant 17,630 25,051
Unknown 2,774 5,769
Unknown % 10% 15%

Sources: Brattle Report Backup Materials.

Exhibit 14: Distribution of Pending Claims for Aldrich and for Murray
Used in the Mullin Report

Disease Aldrich Murray
Mesothelioma 4,148 3,555
Lung Cancer 3,669 3,642
Other Cancer 376 390
Non-Malignant 17,643 25,067
Unknown 2,774 5,769
Unknown % 10% 15%

Sources: Mullin Report Backup Materials.

68.  First, the Brattle Report and Mullin Report both ignore the possibility that a portion of the
pending unknown disease claims are mesothelioma claims. If the Brattle Report and the
Mullin Report had attempted to reclassify a portion of the pending unknown disease
claims as pending mesothelioma claims, then there would be additional mesothelioma
claims to be valued as part of the pending claims. These additional mesothelioma claims
would lead to an increase in the total valuation of pending mesothelioma claims. Then,
the incremental increase in the total value of pending mesothelioma claims would be

grossed up to increase the total value of all pending asbestos claims.

69. Second, these additional pending mesothelioma claims should be included in calculating
the propensity to sue. These additional pending mesothelioma claims would signal that a

higher share of the estimated mesothelioma incidence within the calibration period had
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70.

71.

72.

resulted in lawsuits against the Debtors than the calculated propensity to sue in the Brattle
Report and the Mullin Report. This would lead to an increase in the propensity to sue

and a larger forecast of future mesothelioma claims.

E. Comparisons to Other Asbestos Debtors Lack Economic Support

1. Garlock Comparison

Both the Mullin Report and Brattle Report seek to validate their estimates by comparison
to the asbestos claims experience of Garlock Sealing Technologies LLC (“Garlock™).
The Brattle Report states, “The similarity of product exposures and the extensive overlap
between Garlock and Aldrich/Murray claims make Garlock a natural point of
comparison.”®® Similarly, the Mullin Report credits the “estimate in Garlock and the
resulting experience of the Garlock trust” with “affirm[ing] the reliability” of its
estimates.% In fact, the Mullin Report suggests that one can calculate accurate
mesothelioma liability estimates for Aldrich and Murray simply by making a single
adjustment to the Court’s 2014 finding of Garlock’s liability.®®

However, the Garlock comparisons in both the Mullin Report and the Brattle Report
ignore significant dissimilarities between Garlock and the Debtors. In addition, although
both the Brattle Report and the Mullin Report frequently cite to Judge Hodges’ Order
Estimating Aggregate Liability, both reports ignore significant and relevant passages
from that order. With these omissions, the comparisons to Garlock are deeply

incomplete.

A second relevant distinction is that Garlock exited the tort system by filing for
bankruptcy in June 2010, 10 years prior to the Debtors’ petition date.®® Thus, the
settlement history for Garlock, a significant subject of Judge Hodges’ order, extends back
even further, with the asbestos lawsuits against Garlock noted to have started in the “early

63

64
65

66

Brattle Report, 9 13. The Brattle Report also misleadingly compares the maximum available settlement values for Contact
Group | mesothelioma claimants ($342,900) and Contact Group 2 mesothelioma claimants ($102,900) to the Debtors’
median actual settlement values for paid mesothelioma claims filed from June 19, 2025 to June 18, 2020, including the
“non-tort law firms” ($40,000) (Brattle Report, § 111). Instead of the theoretical maximum settlement values, the Garlock
Trust annual reports show that annual average approved claim values for malignant mesothelioma claims (Category A) are
between $9,200 to $82,8708 from 2019 and 2024, with an overall average of $31,362 over 4,319 approved claims (GST
Settlement Facility’s Annual Reports 2017-2024). The overall average for payments on mesothelioma claims in the Garlock
Trust is substantially below the maximum available settlement values and also below the Debtors’ median settlement value
pointed out in the Brattle Report.

Mullin Report, 9§ 16.

See Mullin Report, § 109. The adjustment in the Mullin Report is to remove the “nominal liability for pending claims and
future claims diagnosed from 2010 to 2017” from Garlock’s estimated current and future mesothelioma liability as of June
5,2010.

Mullin Report, 9 137.
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1980s.”%” By contrast, the Brattle Report seeks to estimate the Debtors’ asbestos liability
based on claims beginning in 2015. The Mullin Report bases one set of its estimates on
claims filed as recently as 2017.%8 Neither the Mullin Report nor the Brattle Report
undertakes an analysis of how the asbestos litigation environment and the filing of claims

has changed over time.

2. John Crane Inc. (“JCI”’) Comparison

73. The Mullin Report also attempts to justify that JCI is a comparable defendant to the
Debtors. The Mullin Report estimates that the Debtors’ would pay between $50 million
and $100 million on pending and future asbestos-related claims as of the Petition Date,
on a net present value basis, if the Debtors were to adopt a “‘litigation approach’” similar
to that of JCI.%°

74. The comparison of the Debtors to JCI and JCI-based analysis are flawed for a number of
reasons. First, there is no basis to assume that the Debtors could or would pursue JCI’s
“‘litigation approach.’” The Debtors and their predecessor corporate entities have no
history of pursuing a litigation approach and instead settled almost all of their claims,
which the Mullin Report’® and Brattle Report’* acknowledge.

75. Second, the litigation strategy of the mass-tort defendant is reflected in the claim values.
The Mullin Report acknowledges that “JCI employs a more litigious tort system
approach” and does not “settle claims prior to a jury verdict.””® The Mullin Report then
gives a clear example of differences between JCI and Murray — JCI paid nine
mesothelioma claims for $20 million between 2015 and 2019, whereas Murray paid
1,162 mesothelioma claims for $125 million during the same time period.”* As of July
2020, JCI had 149 cases resulting in verdicts against the company with cumulative award
values of $175 million.” In comparison, the Debtors’ claims Database shows only one

87 Inre: Garlock Sealing Technologies, LLC., et al., Case No. 10-31607, Order Estimating Aggregate Liability, January 10,

2014, p. 2.

Mullin Report, 9 126. The Mullin Report uses three calibration periods in the component-based approach: a 3-year

calibration period (2017-2019), a 5-year calibration period (2015-2019), and a 10-year calibration period (2010-2019).

9 Mullin Report, § 116.

70 Mullin Report, § 36 (“The Debtors entered numerous settlement deals, paid many claims, and litigated virtually no cases

through trial.”).

Brattle Report, § 26 (“Historically, the resolved cases against the Debtors have been settled or dismissed, with only one case

being litigated to verdict.”).

72 See also, In re Aldrich Pump LLC, et al., Case No. 20-30608, Affidavit of Carl R. Schwertz, September 12, 2025, 923 (“The
Debtors utilized a strategy of resolving almost all their asbestos personal injury claims prior to trial.”).

73 Mullin Report, 9 22.

74 Mullin Report, § 24.

S Smiths Group ple, Annual Report FY2020, p. 196. As of July 2025, JCI had 157 cases resulting in verdicts against the
company with cumulative award values of $192 million (Smiths Group plc, Annual Report & Accounts FY2025, p. 169).
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76.

77.

78.

79.

plaintiff verdict (against Aldrich) and no defense verdicts in the last half-decade before its
bankruptcy filing.”®

Third, the $50 million to $100 million estimates based on JCI’s “‘litigation approach’”
ignore the “much higher defense expenditures” that it requires and that the Mullin Report
repeatedly acknowledges.”” As a result, the $50 million to $100 million estimates
underestimate the true costs of JCI’s “‘litigation approach.”” For example, the Smiths
Group reports that the annual "utilization” for JCI litigation between 2015 and 2024 were
between £13 million and £32 .million, with an annual average of £23.1 million.”® The
annual spend dwarfs the assumed $4 million to $5 million in annual payments in the
Mullin Report.

Fourth, the $50 million to $100 million estimates in the Mullin Report are inconsistent
with the Smiths Group’s public financial reporting for estimates of future costs for JCI
litigation. The annual report for the Smiths Group states that the 10-year provision for
asbestos litigation costs for JCI litigation as of July 2020 was £231 million, which I
understand includes defense costs.”® Although the Smiths Group is projecting for only
the next 10 years, the provision is already much larger than the estimates of the Mullin
Report that account for all of the Debtors’ asbestos liabilities going forward from the
Petition Date.

3. Paddock Enterprises Comparison

The Brattle Report attempts to further rationalize its estimate of Aldrich and Murray
asbestos liabilities by comparison to Paddock Enterprises LLC (“Paddock™), noting that
Paddock achieved “final resolution of its asbestos-related legacy liabilities” with funding

of $610 million.2® However, this comparison is also misleading.

Paddock’s asbestos-related liability arose from the production and distribution of asbestos
containing products over only at ten-year period, 1948 — 1958.8! In contrast, Ingersoll
Rand and Trane business operations involved the use of asbestos containing products

over a much longer period of time and those operations continued at least until the 1980s.

76
7
78
79

80
81

Debtors’ claims Database.

Mullin Report, §9 22, 24, and 116 and fn. 130.

Smiths Group plc annual reports from 2015-2024, e.g., Smiths Group plc, Annual Report & Accounts FY 2024, p. 184.
Smiths Group plc, Annual Report FY2020, p. 197. “There are significant judgements and estimates involved in the
assumptions underlying the provision in respect of JCI asbestos litigation, including the period over which potential claims
are projected to be made, the forecast number of future claims and associated claim defense costs and complex estimation
methodology.” As of July 2025, the 10-year provision is £191 million (Smiths Group plc, Annual Report & Accounts
FY2025, p. 109).

Brattle Report, 9 5.

In re: Paddock Enterprises, LLC, Case No. 20-10028 (LSS), Declaration of David J. Gordon In Support of Chapter 11
Petition and First Day Pleadings, January 6, 2020 (“Gordon Declaration™), 7.
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80.

81.

82.

Aldrich (or its predecessor) began incorporating the use of asbestos in the early 190052
and claims only that it “generally eliminated” the use of asbestos products in the mid-
1980s.8 Similarly, Murray’s business operations began in 1913 and included the design
and manufacture of climate control equipment that at times included asbestos-containing
components. % Murray merged with American Standard, which has roots back to the
1890s and which historically manufactured and sold asbestos-containing hydronics
equipment until 1984.8° Murray claims it “shut down or sold, or largely eliminated the

use of asbestos-containing products, during the 1970s and 1980s.”

First, the longer period of relevant business operations necessarily increased the number
of potential exposures, and thus the number of potential claims, for Aldrich and Murray.
Second, exposure to Aldrich and Murray products happened much more recently, likely
resulting in younger claimants who are less likely to be deceased. For example, an
individual who was 35 years old in 1958 (the last year of relevant business operations for
Paddock) would have been approximately 97 years old on Paddock’s petition date and 99
years old when the Paddock trust was funded. In contrast, an individual who was 35 in,
say, 1983 would have been approximately 72 years old on the Aldrich and Murray

petition dates.

Second, the Brattle Report also suggests that Aldrich and Murray should face lesser
liability than Paddock due to the nature of the asbestos containing products involved in
their respective business operations. However, the Brattle Report’s comparison and the

results drawn from that comparison are unsupported. The Brattle Report states:

The fact that encapsulated asbestos products such as gaskets are not
sources of friable asbestos fibers, contain much less toxic chrysotile
asbestos fibers, and only pose a risk of releasing fibers during
maintenance and replacement also affects the number and value of
historical settlements. On this basis alone, Aldrich and Murray would be
expected to have lower liabilities than a major manufacturer of friable
asbestos insulation (i.e., a product that can crumble on contact), such as
Paddock Enterprises, LLC.%’

I note that this statement lacks any attribution (e.g., to scientific literature, etc.). In
addition, the Brattle Report’s characterization of the products sold by Paddock differs

82
83
84
85
86
87

Informational Brief, p. 9.
Informational Brief, pp. 11-12.
Informational Brief, p. 11.
Informational Brief, p. 11.
Informational Brief, pp. 11-12.
Brattle Report, § 5.
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83.

from how the products were described in Paddock’s filings to Bankruptcy Court. In those
filings, Paddock’s products were described as “contain[ing] either chrysotile or amosite
asbestos fibers, depending on the year of manufacture, and had extremely limited

applications, such as for high temperature piping in large industrial settings.”®

Furthermore, the company asserted it had a “uniquely limited cohort of claimants.”%

Finally, neither the Brattle Report nor the Mullin Report undertakes a meaningful
analysis of the similarities or differences between the business operations of Aldrich or
Murray and those of Garlock, JCI, or Paddock. The supposed commonality of the
“inclusion of asbestos in gaskets and packing in the US marketplace”® is wholly
insufficient to explain why companies with significantly different product lines that
created asbestos exposure in different ways and among different populations would have
the same asbestos claim experience. The PIQ approved by the court and completed by
Aldrich claimants included 15 different equipment codes for various types and brands of
compressors, condensers, pumps, turbines, drilling equipment, scoops, mining
equipment, and other equipment.®! The court-approved PIQ for Murray claimants
referenced an even larger number of products. The Murray PIQ included 59 different
equipment codes for various types and brands of industrial fans, boilers, furnaces, valves,
fireplaces, turbines, heat exchangers, absorbers, air handling units, chillers, compressors,
evaporators, HVAC units, radiators, refrigeration units, steam traps, railroad signaling
equipment, railroad switching equipment, railroad compressors, and railroad brakes,
railroad brake shoes, heavy mining equipment, off-road vehicle equipment, trucks, and

other equipment.®2

Distinct products that contained or incorporated asbestos may have
exposed specific populations in different ways. For example, the exposed population and
the nature of asbestos exposure may differ between pumps and railroad signaling devices
or brake shoes. * In fact, the difference in exposed population and nature of exposure
likely contributes to the difference in claim experience between Aldrich and Murray. The
Mullin Report and the Brattle Report estimate liabilities separately for Aldrich and
Murray instead of assuming that they are comparable to each other and should be treated
alike. Both the Mullin Report and the Brattle Report estimate different numbers and

values of asbestos claims for Aldrich and Murray notwithstanding that both manufactured

88
89
90
91

92
93

Gordon Declaration, q 7.

Gordon Declaration, g 19.

Mullin Report, § 102.

In re Aldrich Pump LLC, et al., Case No. 20-30608, Order Approving Personal Injury Questionnaire and Granting Related
Relief, July 6, 2022 (“Personal Injury Order”), Table E-1.

Personal Injury Order, Table E-1.

For example, differences may entail schedule for replacement or maintenance, procedures necessary for replacement or
maintenance, extent to which protective gear was or was not work in the workplace, environmental conditions of the
workplace, etc.

29



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc

Exhibits A-G Page 151 of 318

CONFIDENTIAL - PROFESSIONALS’ EYES ONLY PURSUANT TO PROTECTIVE ORDER

&4.

85.

VI.

86.

87.

88.

equipment that incorporated gaskets and contained packing.** For example, the Mullin
Report shows that the average payment for mesothelioma claims for Murray is more than
1.5 times the average payment for Aldrich but that Aldrich pays more than three times

more mesothelioma claims than Murray. %

Notwithstanding an explicit acknowledgment of the different claim experiences of
Aldrich and Murray, neither the Mullin Report nor the Brattle Report provides any
analysis to substantiate that the asbestos containing products that were the subjects of
claims against Garlock, JCI, or Paddock created similar population exposure or whether
the nature of the exposure was meaningfully comparable to Aldrich or Murray. Neither
the Mullin Report nor the Brattle Report include any data-driven comparisons (such as an
analysis of sales, volume, distribution, etc.). Without such an analysis, there is no basis to

assume that the asbestos claim experiences of these companies would be comparable.

Both the Mullin Report and the Brattle Report note that overlapping claims have been
filed against Aldrich or Murray and Garlock, JCI, or Paddock.”® However, the existence
of overlapping claims does not support any meaningful conclusion about the total number

or value of claims that will be filed against Aldrich or Murray.

ADDITIONAL ERRORS IN BRATTLE REPORT

A.  The Brattle Report Underestimates the Number of Future
Mesothelioma Filed Claims

A key point of divergence across the three reports is the projected number of future
mesothelioma filed claims. Estimates of pending filed claims are broadly similar across
the three analyses (Brattle Report: 6,790; Mullin Report: 5,947; Sackett Report: 5,560—
6,838).

By contrast, the Brattle Report’s estimate of projected future filed claims differs
substantially. The Mullin Report projects between 34,114 and 38,258 future filed claims,
and the Sackett Report projects between 37,389 and 38,276. The Brattle Report, however,
projects only 20,567 to 22,642, roughly 15,000 to 16,000 fewer claims than the other two

reports.

As aresult (refer to Exhibit 15), total projected filed claims under the Mullin Report and
the Sackett Report (40,061 — 45,114) are closely aligned, while the Brattle Report’s range

% Mullin Report, 4 2; Brattle Report, 9 5.

95

Mullin Report, Figure 3.

%  Brattle Report, § 13; Mullin Report, Figures 33-36.
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(27,357 — 29,432) is approximately 30% to 40% lower. This gap is driven almost entirely
by differences in future filed claims. By contrast, differences in pending filed claims are
modest and do not meaningfully contribute to the divergence in total filed claims. This
indicates that the primary source of disagreement across the reports lies in their
assumptions regarding future mesothelioma incidence, rather than in the current

inventory of claims.

Exhibit 15: Mesothelioma Filed Claims: Aldrich and Murray

Methodology Future | Pending| Total

Brattle Low NPV  KPMG-Nicholson 20,567 6,790 27,357
High NPV  Hazard Model 22,642 6,790 29,432

Mullin Low NPV * Component-based forecasts: Low-end 34,114 5,947 40,061
High NPV  Component-based forecasts: High-end 38,258 5,947 44,205

Sackett Lc_)w NPV  Nicholson + PIQ 37,389 5,560 42,949
High NPV  Sales + Database 38,276 6,838 45114

Sources: Sackett, Brattle, and Mullin Report Backup Materials.

Notes:

[1] Sackett Report’s low-end claim values come from the PIQ method (for pending claims) and the Nicholson method (for future
claims). Sackett Report’s high-end claim values come from the Database method (for pending claims) and the Sales method (for
future claims). I observe variation in pending claims only in the Sackett Report because the Sackett Report uses PIQs as an
alternative to the Debtors’ claims Database to derive pending claims, whereas the other reports rely only on the Debtors’ claims
Database.

[2] The Brattle Report’s low-end claim values come from its Nicholson-KPMG forecasts for future claims. The Brattle Report’s
high-end claim values come from its Hazard model forecasts for future claims.

[3] Mullin Report’s high-end claim values come from its component-based forecasts at the high end of its forecasted NPV range.
These estimates use the following parameters: calibration period = 10 years; ASV inflation = none; discount rate = 4.5%; and
20% non-ACP (non-asbestos-related) incidence. Mullin Report’s low-end claim values come from its component-based forecasts
at the low end of its forecasted NPV range. These estimates use the following parameters: calibration period = 5 years; ASV
inflation = historical trend; discount rate = 6.5%; and 0% non-ACP (non-asbestos-related) incidence.

[4] The low-end claim values reported for the Mullin Report in this Exhibit do not correspond to the low-end NPV figures
reported in Section IV, because those NPV figures are based on the Mullin Report’s expenditure-based approach, which does not
calculate claim counts. I therefore use the claim counts associated with the lowest liability under the Mullin Report’s component-
based approach.

[5] Mullin Report’s pending-claims estimates are lower because they exclude pending claims dated before 2015.

1. The Brattle Report’s Nicholson Curve Underestimates the
Number of Future Mesothelioma Filed Claims

89.  Disease incidence is defined as the rate at which new cases of a disease occur in a
specified population over a defined period of time.®” One general methodology to
estimate the number of claims in a mass tort matter is to establish a historical relationship

between disease incidence in a relevant population and claims filed (usually against a

9  See, e.g., Steven Tenny and Sameh W. Boktor. “Incidence.” StatPearls, 2023. Accessed at
https://www.ncbi.nlm.nih.gov/sites/books/NBK430746/. “Incidence is the rate of new cases or events over a specified period
for the population at risk for the event.”
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single defendant) alleging injury arising from that same disease. The historical
relationship is then applied to a forecasted level of disease incidence to estimate future

claims.

90.  Asnoted above, the Brattle Report uses a Nicholson-based incidence curve and a Hazard
Model to project future mesothelioma filed claims. In this section, I examine the Brattle
Group’s implementation of the Nicholson curve and compare it with the curve
specifications used in other expert reports, as well as with my own projected Nicholson-

based curve.

91. The Mullin Report and the Sackett Report rely on curve specifications that generate
materially higher projected incidence, while the Brattle Report applies a Nicholson-based
curve that produces a substantially steeper decline. As future claims constitute the
majority of projected claims in the Sackett and Mullin reports, differences in the shape
and tail of the incidence curve translate directly into large differences in projected
liability.

92.  Exhibit 16 compares the mesothelioma incidence curves used in the Mullin Report
(updated Nicholson-style curve), the Brattle Report (“Nicholson-KPMG” curve), and the
Sackett Report (revised Nicholson). I also independently forecast the Nicholson curve

(the “Austin curve”) to cross-check the projections in the three reports.*

93. The Mullin, Austin, and Sackett curves follow broadly similar patterns: both peak in the
early-to-mid 2000s, decline gradually, and maintain a meaningful tail extending into the
2030s and 2040s. In contrast, the Brattle Report curve exhibits a materially earlier and
sharper decline. By 2020s the Brattle Report’s projected incidence is already substantially
below the levels implied by any of the other incidence curves. Furthermore, the gap
between the Brattle Report curve and all of the other curves increases over the majority

of the remaining projection period.

94. The Mullin Report presents two Nicholson-based mesothelioma incidence curves: “0%
non-ACP” and “20% non-ACP.” The Mullin Report asserts that “[m]esothelioma
incidence has two sources, asbestos-related incidence (generally, occupational
mesothelioma) and non-asbestos-related incidence.” The Mullin Report does not provide
a citation (e.g., to medical or scientific literature) for this assertion.*® For the “0% non-

ACP scenario,” Dr. Mullin purports to remove 100% mesothelioma incidence that is

% The Mullin Report has several versions of their Mesothelioma incidence curve, some of which add a "non-asbestos-related"

(non-ACP) component. This includes incidence of people who have Mesothelioma through non-asbestos-related means.
This accounts for the fact that Debtors may receive claims within this non-ACP population.
9 Mullin Report, § 126.
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“non-asbestos-related.” This purports to reduce the overall incidence of mesothelioma to
reflect only the incidence of the disease that is “asbestos related.” For the “20% non-

ACP scenario,” Dr. Mullin purports to include 20% of the mesothelioma incidence that is
“non-asbestos-related” (that is, he removes 80% of the purported mesothelioma incidence

that that is “non-asbestos-related”)

95. Notwithstanding these reductions to the overall incidence of mesothelioma, both Mullin
Report curves remain materially above the Brattle Report curve throughout the projection
period and exhibit a similar long-tailed decline into the 2030s and 2040s. The divergence
between the Brattle Report and the Mullin Report therefore is not driven by non-ACP
treatment, but by fundamentally different assumptions regarding future mesothelioma
incidence. A further discussion on the impact of restricting non-ACP incidence is outlined
in Section VIIL.B.

Exhibit 16: Asbestos-related Mesothelioma Incidence
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Sources: Sackett, Brattle, and Mullin Report Backup Materials.
96. To isolate the effect of the assumed incidence curve on liability estimates, I applied the

Austin and Mullin curves to the Brattle Report’s claim-based methodology:
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97.

98.

99.

a. Austin curve: The Brattle Report’s original projection of 20,567 future filed claims,
which is derived from its Nicholson curve, increases to around 32,071 when the
Austin curve is substituted. This represents an increase of approximately 56%. The
resulting estimate of 32,071 future claims is also much closer to the future

mesothelioma claim projections in both the Mullin Report and the Sackett Report.

b. Mullin curve: The Mullin Report’s projections vary depending on the assumed share
of non-ACP incidence. Under the 0% non-ACP scenario, projected future claims total
28,691, approximately 40% above the Brattle Report’s baseline projection. Under the
20% non-ACP scenario, projected future claims increase to 32,918, approximately
60% above the Brattle Report’s baseline and closely aligned with the Austin-adjusted
Brattle Report estimate.

These comparisons indicate that the relatively low level of future filed claims in the
Brattle Report’s analysis is primarily driven by its choice of incidence curve rather than
by assumptions regarding non-ACP exposure. Even under the Mullin Report’s 20% non-
ACP scenario, projected claim volumes remain materially above the Brattle Report’s
baseline and are broadly consistent with results obtained when alternative incidence
curves are applied within the Brattle Report’s own methodology. In Section VIIL.B., I
further examine the Mullin Report's exclusion of non-ACP mesothelioma incidence and

show that removing this exclusion yields even larger filed claim counts.

All factors in the Brattle Report's model are held constant aside from the choice of
Mesothelioma Incidence Curve. This sensitivity analysis should not be understood as an
endorsement of the Brattle Report’s methodology. Rather, it is intended solely to illustrate
the extent to which projected filed claim volumes depend on the assumed incidence

curve.

In addition, my review of the Brattle Report’s workpapers shows that its incidence curve
was taken from an expert report from Mark A. Peterson of Legal Analysis Systems dated
November 29, 2004,%° which in turn reproduces the Nicholson-KPMG curve developed
in 1992.1%! That reliance is outdated. The Brattle Group did not develop an updated

incidence model, recalibrate the historical curve, or test it against the substantial body of

mesothelioma incidence data that has become publicly available over the last three

10 n re: Federal Mogul Global, Inc., et al., Case No. 01-10578 (RTL), Expert Report of Dr. Mark A. Peterson, November 29,

101

2004 (“Peterson Report™).

See Peterson Report, p. 26. “Figure 6 also shows a second forecast of asbestos-related mesothelioma deaths made by
analysts at KPMG-Peat Marwick in 1992 as part of their work as experts in the bankruptcy proceedings of National
Gypsum.”
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100.

101.

102.

decades. Instead, it simply adopts a 34-year-old curve and projects it forward

unchanged.%?

That approach is particularly problematic because the KPMG model itself was presented
as an effort to update Nicholson using then-current information, including updated U.S.
Labor Department statistics, revised medical models, and alternative assumptions. The
Brattle Group made no comparable effort to update the model using the more than 30
additional years of SEER data that are now publicly available. 1% SEER’s public
incidence data extend through 2022, and those data show that mesothelioma incidence
rose materially from the early 1980s into the early 1990s and then remained elevated for
many years thereafter. 1** The model in the Brattle Report does not account for that

observed experience.

The same Peterson Report referenced by the Brattle Report undercuts the Brattle Report’s
reliance on the KPMG forecasts. The Peterson Report notes that “[t]he Nicholson
forecasts are preferable [to the KPMG forecasts] because they have been more closely
confirmed by subsequent SEER data on annual mesothelioma deaths.””*%® Thus, even the
report from which the Brattle Report drew its curve recognized both the importance of

subsequent SEER experience and the limitations of relying on the KPMG forecasts.

This is not simply a different modeling choice. All other Nicholson curves—including
Austin, Mullin, and Sackett—update their analysis to reflect more recent observed
mesothelioma data; the Brattle Group is the only expert that does not. The Brattle Report
notes that the Nicholson curve can only be used to forecast future claims “[ilf the
relationship between the incidence of mesothelioma and the claims made by the same
exposed population does not change over time” [emphasis added].1% Yet the updated
incidence data over the last 30 years show that this relationship did change materially. By
failing to recalibrate its model to reflect those observed trends, the Brattle Report relies
on historical data that cannot support a reliable long-term projection. It is therefore

unsurprising that the Brattle Report’s estimate emerges as an outlier.

102
103

104

105
106

See Peterson Report, Table A2. See also, Brattle Report Backup Materials.

SEER, the Surveillance, Epidemiology, and End Results Program, is supported by the Surveillance Research Program in the
National Cancer Institute’s Division of Cancer Control and Population Sciences.

SEER data show that mesothelioma incidence rose materially from the 1970s into the early 1990s and remained elevated for
many years thereafter. See Table 17.1 in National Cancer Institute. “SEER Cancer Statistics Review 1975-2017.” April 15,
2020. Accessed at https://seer.cancer.gov/archive/cst/1975 2017/results_merged/sect 17 mesothelioma.pdf. The table
shows age-adjusted Mesothelioma incidence rates, which reaches a peak of 1.2 cases per 100,000 persons in 1994-1995 and
remains at or above 1.0 until 2010-2011.

Peterson Report, p. 56.

Brattle Report, [ 45.
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103.

104.

105.

106.

Even if the 1992 Nicholson-KPMG curve were an acceptable starting point, the Brattle
Report’s calibration methodology remains flawed. The Brattle Report applies the 1992
curve through 2054 without updating its shape, then fits it to Aldrich and Murray using
company-specific scaling factors derived from a single year of data. Specifically, the
Brattle Report divides each company’s 2019 filed claims by the Nicholson-KPMG
average projected claims for 2019 and 2020, and applies that ratio to the entire future
forecast. Thus, a single scaling factor based on a one-year calibration is used to project
more than thirty years of claims. This assumes, without support, that the relationship
between a 1992 incidence forecast and 2019 filing patterns will remain constant

throughout the projection period.

The Brattle Report’s forecast is also truncated, ending in 2054, earlier than any other
expert report. That cutoff appears to result from the Brattle Group’s decision to adopt the
Nicholson-KPMG forecast horizon as-is, without extending or updating it to reflect the
full period over which future filed mesothelioma claims may arise. Accordingly, the
Brattle Report’s approach is flawed in two independent respects: it relies on an outdated
curve that is not recalibrated to current incidence experience, and it applies that already-
misaligned curve in a manner that both arbitrarily rescales and prematurely truncates the
resulting forecast. The Brattle Report therefore not only uses the wrong curve, but also
produces forecasts that materially understate the expected volume of future filed

mesothelioma claims.

2. Hazard Model Implemented Without Validation and Highly
Sensitive to Selected Inputs

As an alternative to its Nicholson-based incidence model, the Brattle Report employs a
Hazard Model to forecast future filed mesothelioma claims. At a high level, the model
estimates filed claims in each year as a function of two components: (i) exposure—the
size of the surviving population exposed to asbestos in that year; and (i1) hazard—the
likelihood that an individual within that population files a claim. The Brattle Report
implements this framework through a negative binomial regression, which estimates the

hazard while scaling claims by the exposure term.%’

The results from the Brattle Report’s Hazard Model lack reliability for two principal
reasons. First, the model relies on a significant number of assumptions that Brattle fails

to validate or confirm. Second, the results are highly sensitive to, and reduced by, the

107 Brattle Report, § 75. “This makes claims estimation amenable to econometric modeling by fitting a negative binomial

distribution to cohorts of filed claims, which allows for different risk profiles across cohorts. We model the number of
claims arising in each cohort to be proportional to the size of the surviving exposed population in each filing year.”
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107.

108.

109.

110.

Brattle Report’s selected calibration period but the Brattle Report fails to provide
sufficient economic support for its calibration period.

For the hazard inputs, the Brattle Report uses filed claims in the Debtors’ claims Database
during the 2015-2019 calibration period. It groups those claims by filing year, birth year,
and year of first exposure (YOFE), with birth year and exposure year placed into five-
year intervals.!® For example, all claims filed in a given year by individuals born
between 1940—44 and YOFE between 1965—69 are aggregated into a single cohort-year
count. The Brattle Report also uses other variables, including age at filing, time since first
exposure, the share of secondary-exposure claims, and the share of claims naming
Aldrich. 1%

For the exposure term, the Brattle Report estimates the number of individuals in each
cohort-year who were previously exposed to asbestos and remain alive. That population
1s not based on the claims data. Instead, it is constructed from Census data and a series of
assumptions. The Brattle Report begins with counts of workers in selected industries,
applies assumptions about which workers were exposed, assigns those workers to cohorts
based on birth year and YOFE, and then ages those cohorts forward using mortality
assumptions.!® The result is a modeled estimate of the exposed population in each

cohort-year.

The Brattle Report then matches each cohort-year’s claim characteristics to its estimated
surviving exposed population for the same cohort and year. The exposure term provides
the size of the at-risk population, while the regression uses the claims-based variables to
estimate the hazard, or likelihood of filing, within that population.!!!

Exhibit 17 and Exhibit 18 summarize the inputs used in the Hazard Model, distinguishing
between the direct inputs to the regression and the underlying inputs and assumptions

used to derive those inputs.

108

109
110
111

Brattle Report, 9 66. “We define cohorts visible in the historical claims data according to two time parameters: the claimant’s
year of birth and their year of first exposure (“YOFE”). Both variables are aggregated to five-year intervals, and cohorts are
established at the intersection of these dimensions.”

Brattle Report, Table 4.

Brattle Report, 9§ 73-74.

Brattle Report, § 75.
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Exhibit 17: Brattle Report’s Hazard Model Inputs

Input Source Definition / Use Determines
Filed claim counts Claims Database Number of claims filed in each cohort-year Hazard
Birth year / birth cohort Claims Database Used to group claims into cohorts Hazard
Year of first exposure / YOFE cohort Claims Database Used to group claims into cohorts and measure time since exposure  Hazard
Age at filing Claims Database Calculated from filing year and birth year Hazard
Latency (time since first exposure) Claims Database Calculated from filing year and year of first exposure Hazard
Secondary-exposure share Claims Database Share of claims in a cohort-year involving secondary exposure Hazard
Aldrich share Claims Database Share of claims in a cohort-year naming Aldrich Hazard
Sunviving exposed population (cohort-year) Constructed Siirlated number of exposed individuals still alive in each cohort- Exposure
Exhibit 18: Underlying Factors Used to Derive Model Inputs

Input Source Definition / Use Determines
Industry and occupation counts Census / IPUMS Starting counts of workers in selected industries and occupations ~ Exposure
Exposed population Census / IPUMS Used as the exposure variable and aged forward over time Exposure
Assignment to birth cohorts Census/IPUMS + assumptions Assigns workers to birth-year cohorts Exposure
Assignment to exposure cohorts Census/IPUMS + assumptions Assigns workers to first-exposure cohorts Exposure
Missing cohort reallocations Claims Database + assumptions ;?E;?g;:;ﬁg::;wismbmed across cohorts based on Hazard
Exposure percentages within occupations  Assumption Share of workers treated as exposed Exposure
Scaling factors for additional industries Assumption Expands exposure beyond observed industries Exposure
Turnover / new entrant assumptions Assumption Estimates new entrants into exposed populations over time Exposure
Interpolation between Census years Assumption Fills gaps between Census observations Exposure
Exposure end year Assumption Determines last year of assumed exposure Exposure
Selection of “relevant” industries gaisaumption informed by Nicholson and claims Determines included industries and occupations Exposure
Mortality assumptions External tables + assumptions Ages cohorts and estimates survivors Exposure

Sources: Brattle Report Backup Materials.

Notes:

[1] The assumed end year of exposure affects both the exposure and hazard components of the model: it determines which claims
are included in the regression (through the final YOFE cohort) and which exposure cohorts are included in the construction of the
surviving exposed population used in projections

[2] The selection of relevant industries is based on (i) the distribution of occupations observed in the Debtors’ claims Database
and (ii) the mapping of those occupations to asbestos-exposed industries identified in Nicholson (1982).

[3] Filing year used as proxy for diagnosis year.

[4] Scaling factors are taken from academic literature (William J. Nicholson, George Perkel, and Irving J. Selikoff, “Occupational
Exposure to Asbestos: Population at Risk and Projected Mortality-1980-2030,” American Journal of Industrial Medicine 3(3)
(1982): 259-311, pp. 264, 276).

[5]1 Mortality rates are based on Social Security Administration data for the general population, adjusted using the ratio of blue-
collar to general population mortality rates reported by the Society of Actuaries in 2014.
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[6] The Aldrich and secondary-exposure shares are cohort-level averages across the calibration period, held constant for all filing
years.

111.  Using the inputs summarized in Exhibit 17 and Exhibit 18, the Brattle Report estimates a
negative binomial regression at the cohort-year level. The dependent variable is the
number of filed claims in each cohort-year. Cohorts are defined by filing year, birth-year
cohort, and the YOFE cohort. The regression uses the surviving exposed population as
the exposure term and the following variables from the claims data to estimate the
hazard: (1) age at filing, (ii) latency (including higher-order terms), (iii) cohort-level
indicator variables, (iv) the secondary-exposure share, and (v) the Aldrich share. The

estimated coefficients are then used to project future filed claims.!*?

112. Thave identified material issues across multiple aspects of the Brattle Report’s Hazard
Model. These issues span the model inputs, the regression specification, and the

calibration approach, and collectively undermine the reliability of the model’s projection.

113.  First, as shown in Exhibit 17 and Exhibit 18, the exposure term is constructed from
general population data and assumptions, but is not validated against independent
mesothelioma incidence data. As a result, there is a risk that the model reflects modeling
assumptions rather than epidemiological reality. An essential check would be to compare
the model’s implied incidence pattern to observed mesothelioma incidence and deaths,
such as SEER, but the Brattle Report does not do so.

114.  Second, as shown in Exhibit 19, the model exhibits high sensitivity to key assumptions
such as the calibration period, with modest changes producing large swings in projected
filed claims.

Exhibit 19: Hazard Model Calibration Period Sensitivity Analysis on Filed Future Claims

Calibration Period Aldrich Future Claims Murray Future Claims Total Future Claims

2015-2019 (Original) 12,415 10,227 22,642
2017-2019 21,386 17,677 39,063
2016-2019 23,898 19,820 43,718

Sources: Brattle Report Backup Materials.

Notes:
[1] In the Calibration Period sensitivities, I restrict the claims dataset to the period shown in the table.

115.  The Brattle Report calibrates the model over the 2015-2019 period.**? Sensitivity testing
shows that the forecast is highly sensitive to the choice of calibration period: when the
estimation period is changed to 2017-2019 or 20162019 future filed claims increase by

112 Brattle Report, Table 4 and 9 80.
13 Brattle Report, 9§ 75.
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116.

117.

118.

119.

approximately 70% to 90%, nearly doubling the model’s output. Under the alternative
assumptions, future filed claims rise to approximately 39,000 to 44,000—essentially
identical to the range across the Mullin Report and Sackett Report.

The Brattle Group’s selection of the calibration period mirrors its approach to ASV (see
Section VII.C): in both cases, the Brattle Group has selected the specification that yields
the lowest projected claim volumes or generally lower average settlement values without

providing a principled justification for that choice or testing the sensitivity of the choice.

Taken together, these issues raise material concerns regarding the reliability of the

application of the Hazard Model in Brattle Report.

B.  The Brattle Report Underestimates Payment Rates for Both
Future Filed Claims and Pending Claims

The Brattle Report estimates the “payment rates” for mesothelioma claims, excluding the
“non-tort firms” using a “‘competing risk’ model” that “accounts for the dynamic nature
of litigation” and accounts for the “time elapsed since the claim was filed.”*'* This
payment rate model predicts if a mesothelioma claim will be resolved, when it will be
resolved (i.e., how much time elapses between a claim filing and a claim resolving), and
the likelihood it will be paid.1*® The Brattle Report states that payment rate model relies
on claims filed after January 1, 2014 and excludes filings and resolutions after March 31,
2020.11% The payment rate model also differentiates between (i) an Aldrich or Murray
claim and (ii) a primary exposure or secondary exposure claim.!*’ For example, the
Brattle Report states that secondary exposure claims “have lower payment rates than
those solely alleging occupational exposure” and “older claims are less likely to be
paid.”**® In addition, the Brattle Report assumes that pending claims that have been open

for more than 6 years will “not be paid out.”*°

However, the pay rate predictions for mesothelioma in the Brattle Report understate the
historical pay rates and the predictions are inconsistent with very historical data used in
the pay rate model. The lack of coherence between the pay rate model and the historical

data render the pay rate predictions unreliable and economically unsound. As an

114
115

116
117
118
119

Brattle Report, § 88 and Table 5.

Brattle Report, 99 88 and 90. Thus, the “payment rate” in the Brattle Report is not the percentage of resolved claims that
will be paid (i.e., pay rate in the Mullin Report (Mullin Report, § 152)) but the percentage of filed or pending claims that
will be resolved and paid.

Brattle Report, 9§ 89.

Brattle Report, 9 89.

Brattle Report, 9 87-88.

Brattle Report, fn. 85.
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example, Exhibit 20, below, compares the cumulative payment rate, by age of the claim,
for Aldrich primary exposure mesothelioma claims from the predictions of the payment
rate model in the Brattle Report for future filed claims (dashed line) to the historical
payment rates for Aldrich primary exposure claims filed in 2014 to 2020, which are the
claims relied upon in the Brattle Report model.*?° The Brattle Report estimates that
33.4% of future Aldrich primary exposure filed claims will be paid within six years of
filing,'?! but the historical data show that payment rates are instead at 41% and 38% for
2014 and 2015, respectively, filed claims by the six-year age mark. This is an
underestimation of 20% and 13%, respectively, by the Brattle Report payment rate
prediction.?? Claims filed in 2016 and 2017 have payment rates of 44% and 40%,
respectively, and they have not reached the six-year age mark. This is an underestimation
of 23% and 17%, respectively, by the Brattle Report payment rate prediction.!? In
addition, the payment rates for the 2016 and 2017 filed claims may be dampened due to
the March 31, 2020 cutoff instituted in the Brattle Report and the Debtors’ bankruptcy.!?
The historical data do not follow the payment rate predictions in the Brattle Report,
which underestimate the actual realized payment rates for Aldrich primary exposure

claims.

120 For illustrative purposes, age of the claim is calculated using the year of filing.

121 Brattle Report, Table 5.

122 Underestimation is calculated as (1 — payment rate prediction from the Brattle Report / historical payment rate).

123 Underestimation is calculated as (1 — payment rate prediction from the Brattle Report / historical payment rate).

124 The payment rates for claims filed in 2018 and afterwards are more heavily affected by the March 31, 2020 cutoff in the
Brattle Report assumptions and the Debtors’ bankruptcy filing (Brattle Report, q 89).
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Exhibit 20: Brattle Report Payment Rate for Aldrich Primary Exposure Claims
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Sources: Brattle Report Backup Materials.

120. I find similar underestimation in the Brattle Report payment rate predictions when

comparing against the historical data relied upon in the Brattle Report payment rate

models for Aldrich secondary exposure claims, Murray primary exposure claims, and

Murray secondary exposure claims. See Appendix E.

121.  In addition, the Brattle Report payment rate predictions for pending claims follow a

122.

similar approach and are equally flawed and unreliable for the reasons described above.

C. Brattle Report Underestimates Average Settlement Values for
Murray Claims

The Brattle Report uses an unsubstantiated assumption that deflates ASV. The Brattle

Report relies on a 5-year calibration period (2015-2019) for calculating average

settlement values (calculated in constant 2020 dollars) for mesothelioma claims for

Aldrich and for Murray. The averages are calculated separately for primary exposure

claims and for secondary claims. Exhibit 21 and Exhibit 22below show the average
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settlement values for mesothelioma claims by calibration period for Aldrich and for
Murray, respectively. I highlight the calibration periods that would result in higher ASV
than the selected 5-year calibration period in the Brattle Report.

Exhibit 21: Brattle Report Mesothelioma ASV (In Constant June 2020 Dollars) for
Aldrich, by Calibration Period

Primary Exposure Secondary Exposure
Calibration Count of % Difference Count of % Difference
Period ASV PaidClaims t02015-2019 ASV PaidClaims t02015-2019

2010-2019 $ 60,508 4,809 39% $ 51,763 519 27 %
2011-2019 58,892 4,243 11 52,051 499 2.2
2012-2019 57,851 3,604 -0.7 52,725 485 -0.9
2013-2019 57,460 3,001 -1.3 53,270 477 0.1
2014-2019 57,672 2,547 -1.0 52,989 467 -0.4
2015-2019 58,233 2,135 53,218 460
2016-2019 63,731 1,527 94 56,304 401 5.8
2017-2019 55,683 1,110 -4.4 58,227 326 9.4
2018-2019 57,849 714 -0.7 55,448 229 4.2
2019-2019 57,783 379 -0.8 47,369 111 -11.0

Sources: Brattle Report Backup Materials.

Notes:
[1]1 ASV excludes the “non-tort law firms.”

Exhibit 22: Brattle Report Mesothelioma ASV (In Constant June 2020 Dollars) for Murray,

by Calibration Period
Primary Exposure Secondary Exposure
Calibration Count of % Difference Count of % Difference
Period ASV PaidClaims t02015-2019 ASV PaidClaims t02015-2019

2010-2019 $ 78,042 1,503 79% $ 73,947 186 334 %
2011-2019 74,796 1,353 34 70,207 180 26.7
2012-2019 73,147 1172 1.2 70,670 176 275
2013-2019 71,887 959 -0.6 72,271 171 30.4
2014-2019 73,861 812 2.2 54,444 165 -1.8
2015-2019 72,304 671 55,420 156
2016-2019 76,413 564 5.7 57,490 144 3.7
2017-2019 80,213 384 10.9 61,120 124 10.3
2018-2019 72,946 242 0.9 51,983 94 -6.2
2019-2019 76,375 117 5.6 48,190 46 -13.0

Sources: Brattle Report Backup Materials.

Notes:
[1]1 ASV excludes the “non-tort law firms.”
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123.

124.

125.

Exhibit 21 shows that the choice of calibration period for Aldrich for primary exposure
and secondary exposure generally has limited impact on the calculated average settlement
value for mesothelioma claims. For primary exposure claims, the range of differences in
ASV by calibration period is -4.4% to 9.4%, the average difference is 0.6%, and three out
of nine other calibration periods would result in higher ASV. For secondary exposure
claims, the range of differences in ASV by calibration period is -11.0% to 9.4%, the
average difference is 0.2%, and four out of nine other calibration periods would result in
higher ASV. As the Brattle Report even notes, the “average value of Aldrich claims has

been relatively stable prior to the Petition Date.”*?

However, Exhibit 22 shows a different picture for Murray. For primary exposure claims,
the range of differences in ASV by calibration period is -0.6% to 10.9%, the average
difference is 4.1%, and eight out of nine other calibration periods would result in higher
ASV. For secondary exposure claims, the range of differences in ASV by calibration
period is -13.0% to 33.4%, the average difference is 12.3%, and six out of nine other
calibration periods would result in higher ASV. All else equal, a lower ASV would lead
to lower valuations of the mesothelioma claims liabilities. In other words, the Brattle
Report selected the calibration period with nearly the lowest ASV for primary exposure
and secondary exposure claims for Murray, resulting in an underestimate of the NPV of
the total valuation of asbestos liabilities for Murray. While the Brattle Report
acknowledges that the “average value of Murray settlements has been more volatile and
is higher than Aldrich’s claims,”'?® the Brattle Report does not provide the ASV for
different calibration periods and also does not provide any sensitivity analysis on the
impact of using a different calibration period for ASV on NPV.

D.  Unsupportable Exclusion of Certain Law Firms Improperly
Decreases ASV

As I understand, the January 2026 Order directed the estimation experts to use “the tort
system extrapolation method, using the Debtors’ settlement and verdict history” to
estimate the asbestos liabilities of Aldrich and Murray.’?” The U.S. Congress
(“Congress”) has defined a tort as “an act or omission that causes legally cognizable harm
to persons or property.”'?® Congress has further noted that the first purpose of tort law is

125
126
127
128

Brattle Report, § 92.

Brattle Report, § 92.

January 2026 Order, § 2.

“Introduction to Tort Law,” U.S. Congress, accessed at https://www.congress.gov/crs-
product/IF11291#:~:text=Tort%20law%20serves%20at%20least,people%20who%20wrongfully%20injure%20others.
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to “facilitate[] compensation for injuries resulting from wrongful conduct.”*?® The tort
system has developed to reflect multiple mechanisms to compensate valid tort claims,
such as individual settlements, group settlements, and jury verdicts. Law firms who
pursue tort claims on behalf of tort victims typically pursue some or all of the
mechanisms, depending on the facts and circumstances of the claims. Each mechanism
provides market evidence of the value of a claim and all mechanisms should be

considered in an economic determination of claim values.

126.  The Brattle Report excludes from its tort system extrapolation Aldrich and Murray
settlements with claimants who were represented by what the Brattle Report terms as
“non-tort [law] firms.” The Brattle Report appears to have designated these law firms as
“non-tort” firms because they entered into settlement agreements with Aldrich and

Murray to compensate asbestos claimants. However, the three law firms excluded in the

Brattle Report — [ th - I
B and S *° — 2 three of the largest plaintiff

firms in asbestos litigation and have traditionally sought a combination of settlements and
verdicts to compensate asbestos claimants. In other words, these law firms are active
participants in the tort system. Instead of informing its analysis by actual settlement
values reached with these firms, the Brattle Report ignores those values and performs an
ad hoc “gross up” for these “non-tort law firms.”*33134 The net result of ignoring these
actual, historical settlement values is to reduce the ASV that the Brattle Report uses to

estimate the total asbestos liability, particularly for Murray.

127.  While the Brattle Report shows the ASV for mesothelioma claims after excluding the
“Non-Tort Firms,” the ASV for all mesothelioma claims is not presented. Exhibit 23,

below, shows the Brattle Report’s mesothelioma ASV (in constant June 2020 dollars) for

129 “Introduction to Tort Law,” U.S. Congress, accessed at https://www.congress.gov/crs-

product/IF11291#:~:text=Tort%20law%20serves%20at%20least,people%20who%20wrongfully%20injure%?20others.

See “Since our inception in 1986, SIS has overseen more than 44,000 asbestos cases and continues to

receive national recognition for our efforts. Our firm has also ranked as the #1 firm in New York City for volume of

mesothelioma case filings and #2 nationwide. In the process of litigating negligent — and often reckless corporations —
experienced attorneys have helped secure approximately $26 billion in verdicts and settlements for

more than 100,000 clients across the United States.” .

131 See “The IS s one of the most accomplished asbestos litigation law firms in the world. Our reputation is built
on a proven track record of success that spans more than three decades, with a dedicated focus on mesothelioma and
asbestos-related claims” The website lists case results as “verdicts and settlements.” .

132 See “At EUNSNEESE e focus on mesothelioma cases, holding negligent companies accountable for the pain and suffering

they inflicted on their unsuspecting employees. There is no mesothelioma case that we’ve handled where we have been

unable to achieve some compensation for our clients.” |G VWebsite lists case results that include

verdicts and settlements. .

This “gross up” is distinct from the gross up for non-mesothelioma claims that was contemplated by the Second CMO.

Brattle Report, § 63 (“Liability estimates associated with Non-Tort Firms are added at the final stage of our analysis by

scaling up our forecasts.”) See also, Brattle Report, 9 100 (“We scale up the liabilities for claims excluding the Non-Tort

Firms by the shares of their total payments during the five years prior to the Petition Date.”).
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Aldrich and Murray for the 5-year calibration period chosen in the Brattle Report. The
exhibit shows the ASV for primary exposure claims and secondary exposure claims

including and excluding the “non-tort law firms.”

Exhibit 23: Brattle Report Mesothelioma ASV With and Without Improper Law Firm
Exclusions (Constant June 2020 Dollars)

Calibration Period: 2015-2019

Aldrich
Primary Exposure Secondary Exposure
Excluding Only Excluding Only
Non-Tort Non-Tort Non-Tort Non-Tort

All Claims Law Firms Law Firms All Claims Law Firms Law Firms

Average Settlement Value  $57,665 $58,233 $56,446 $52,494 $53,218 $47,204
Number of Paid Claims 3,129 2,135 994 523 460 63

Calibration Period: 2015-2019

Murray
Primary Exposure Secondary Exposure
Excluding Only Excluding Only
Calibration Non-Tort Non-Tort Non-Tort Non-Tort
Period All Claims Law Firms Law Firms All Claims Law Firms Law Firms

Average Settlement Value — $92,339 $72,304 $130,101 $65,286 $55,420 $126,848
Number of Paid Claims 1,027 671 356 181 156 25

Sources: Brattle Report Backup Materials.

128.  The mesothelioma ASV for Aldrich is similar whether the “non-tort law firms” are
included or excluded, for both primary exposure claims and secondary exposure claims.
However, the mesothelioma ASV for Murray is substantially lower when the Brattle
Report excludes the settlements with “non-tort law firms.” For both primary exposure
claims and secondary exposure claims, the ASV is 22% and 15% lower, respectively,
when the Brattle Report excludes the “non-tort law firms.” As a result, the effect is to
artificially reduce ASV and, then, use these lower ASV to value both pending and future

claims, which results in improper decreases in NPV of the asbestos liabilities.

E. Assessment of “Trust Funding Needs” is Not Economically
Equivalent to Estimating Tort Liabilities

129.  The Brattle Report “develop[s] a comparative analysis of the tort system liabilities of
Garlock and the performance of the GST Settlement Facility to assess the corresponding
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130.

131.

VII.

132.

funding needs of a similar trust that could be used to resolve the Debtors’ claims.”*3® The
Brattle Report asserts that: “determining the ‘aggregate amount of the Debtors' current
and future asbestos liability for plan purposes’ involves considering how claims would be
compensated in a trust and how this would affect the number and value of paid claims.”

From an economic perspective, estimating the number and value of claims that would be
compensated in a trust is a distinct exercise from estimating the liability of claims in the
tort system (as I understand the Second CMO and the January 2026 Order require).
There is no basis (and the Brattle Report provides no basis) for assuming that estimates
derived from the two distinct exercises will converge. Although a full examination of the
differences between the two analyses is beyond the scope of this report, I note a few of

the differences below:

a. Trust structures typically eliminate jury verdicts.
b. Trust structures typically do not allow for group settlements.

c. Trust structures impose processes for establishing a valid claim that differ
from the tort system. For example, they may have qualifying occupation,
industry, or job site lists can alter the burden of establishing a claim that could
be compensated.

d. Trust structures may offer expedited forms of review, may compensate claims
in cohorts (e.g., by diagnosis) and may or may not allow for individual review.

e. A trust may be funded with an amount of funds that impacts recovery,
including, for example, payment percentages or a phased schedule of
payments (which would impact the NPV of the liabilities).

It is also relevant to note that no two trusts are exactly alike. Not only do trusts differ
based on the facts and circumstances of the debtor and the debtor’s liability, differences
also arise from specific trust distribution procedures. As discussed above, the Brattle

Report simply ignores significant differences between the Debtors and Garlock.

ADDITIONAL ERRORS IN THE MULLIN REPORT

There 1s an initial correspondence between Austin/Sackett and Mullin with respect to the
number of claims and to Mullin unadjusted ASV. However, the Mullin Report’s
subsequently applies other erroneous assumptions that result in a much lower estimate of
the NPV of Debtors’ asbestos liability.

135 Brattle Report, § 13.
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A.  Wide Range of Liability Estimates Raises Reliability Concerns

133.  Even under a single methodology, the Mullin Report’s liability estimate spans a wide

range: $50 million to $100 million under the “litigation approach,”**® $525 million to

$750 million under the component-based forecast,*’ and $425 million to $695 million
under the expenditure-based forecast.313% In total, the top end of the Mullin Report’s
estimate is 15 times the low end of its estimate. The extremely wide range of estimates

calls into question the reliability of any given estimate.

134.  Courts have recognized that an excessively wide range of damages estimates undermines

the reliability of an expert's opinion. For example, In Sargon Enterprises, Inc. v.
University of Southern California, 55 Cal.4th 747 (2012), the California Supreme Court
affirmed the exclusion of expert damages testimony on this basis, holding that a trial
court must act as a “gatekeeper to exclude expert opinion testimony that is [...] based on
reasons unsupported by the material on which the expert relies, or [...] speculative,” 140
and that “there is simply too great an analytical gap between the data and the opinion
proffered.” 1*! The court below had excluded the expert's estimate, which ranged from
$220 million to over $1 billion depending on the expert's own assumptions, as an
invitation to a verdict of “pure speculation.” 242 The Mullin Report's wide liability
forecast, even within a single methodology, reflects a similarly speculative approach

which undermines its reliability.

135. The Litigation Services Handbook (“Handbook™), a leading treatise on financial expert

testimony in litigation, recognizes that damages estimates must meet a standard of
reasonable certainty. Specifically, the Handbook instructs that while “the plaintiff can
estimate the amount of damages, the court should have confidence in the accuracy of the
estimate.”**® The Handbook further warns that an “overabundance of estimates and
assumptions can lead to a damages claim that experts will find difficult to defend,” and

that “[w]ithout sufficient foundation [...] this omission can render the damages claim

136
137
138
139

140
141
142
143

Mullin Report, § 116.

Mullin Report, Figure 29.

Mullin Report, Figure 32.

Separately, the Mullin Report also presents non-tort system opinions that the Debtors’ liabilities could be $50 million in net
present value under an “‘excess mesothelioma diagnoses’” from gaskets and packing approach (Mullin Report, Section
IV.B.2.c. (9 112-114)) or could be $70 million in net present value in a Garlock-adjusted approach (Mullin Report, Section
IV.B.2.a. (7 108-109)).

In Sargon Enterprises, Inc. v. University of Southern California, 55 Cal.4th 747 (2012), p. 28.

In Sargon Enterprises, Inc. v. University of Southern California, 55 Cal.4th 747 (2012), p. 28.

In Sargon Enterprises, Inc. v. University of Southern California, 55 Cal.4th 747 (2012), pp. 4 and 38.

Roman L. Weil, Daniel G. Lentz, and Elizabeth A. Evans, eds., Litigation Services Handbook: The Role of the Financial
Expert, 6th ed. (Hoboken, NJ: John Wiley & Sons, Inc., 2017), §4.3(a).
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136.

137.

138.

139.

speculative and inadmissible.” ** The Handbook cautions that if an expert has “strung
together too many assumptions and conditions to form [their] opinion, [they] are

susceptible to being filleted.”14

B. Non-ACP Incidence Lacks Empirical Support and Significantly
Reduces Liability Estimate

The Mullin Report employs a cohort-based incidence model using adjusted Nicholson
curves to project future mesothelioma incidence and calculate the number of filed future
claims. The model decomposes mesothelioma incidence into two components: (i)
asbestos-related incidence (“ACP”), constructed from assumed exposure patterns, and (ii)
non-asbestos-related incidence (“non-ACP”), generated from a parametric age-based

hazard function.

The ACP component is modeled based on historical patterns of asbestos exposure,
incorporating assumptions regarding the timing, intensity, and decline of exposure across
cohorts. In practice, this is implemented using a Nicholson-style framework in which
incidence increases with time since exposure following a latency-based function of the
form (t—latency)?, scaled by exposure intensity and applied to a modeled population of

exposed individuals.

The non-ACP component is intended to represent mesothelioma incidence that is not
attributed by the model to asbestos exposure. Conceptually, that may include cases
arising outside occupational exposure or cases caused by factors other than asbestos-
containing products. However, the model does not identify or measure any such
categories directly. The underlying data do not show which mesothelioma cases are
asbestos-related versus non-asbestos-related, nor do they distinguish between industrial
workers and non-workers or between asbestos and other potential causes. Accordingly,
non-ACP is not constructed by summing observed categories of “non-worker” (such as
secondary exposure) or “non-asbestos” cases. Instead, the model imposes a separation of
total mesothelioma incidence into an asbestos-related component (ACP) and a

background component attributed to non-ACP.

The non-ACP (background component) is generated using a parametric age-based hazard
model. Specifically, the model applies a Weibull-type hazard function to population data

by age, year, and sex to produce expected non-ACP incidence. The hazard function is

144

145

Roman L. Weil, Daniel G. Lentz, and Elizabeth A. Evans, eds., Litigation Services Handbook: The Role of the Financial
Expert, 6th ed. (Hoboken, NJ: John Wiley & Sons, Inc., 2017), §§ 4.6(e)(ii)-(iii).

Roman L. Weil, Daniel G. Lentz, and Elizabeth A. Evans, eds., Litigation Services Handbook: The Role of the Financial
Expert, 6th ed. (Hoboken, NJ: John Wiley & Sons, Inc., 2017), § 3.8(f)(ii).
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140.

141.

governed by three assumed parameters, ¢, b and r, which determine the level and shape
of the age-risk relationship. The Mullin Report does not explain how those parameters are
selected, what empirical basis supports them, or how they map onto real-world categories
such as non-industrial workers, household exposure, talc-related cases, or other non-
asbestos causes. The resulting non-ACP component is therefore a model-generated

construct, not a directly observed category of incidence.

Therefore, total incidence is split into ACP and non-ACP such that the two components
sum to observed mesothelioma incidence. However, these components are not
independently estimated from data. Instead, the non-ACP component is effectively
defined as the residual required to reconcile the ACP model with observed incidence. As
a result, the model treats a mechanically-derived adjustment as if it reflects independently

observed causes of disease.

The Mullin Report adjusts its Nicholson-based curves by including only 0%, 10%, or
20% of non-ACP incidence. As shown in Exhibit 24, those choices materially reduce

filed claims. The Mullin Report provides no independent empirical basis for selecting
0%, 10%, or 20%, even though that choice directly affects liability.
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Exhibit 24: Mullin Report Mesothelioma Incidence
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Sources: Mullin Report Backup Materials.

Notes:

[1] These incidence curves show the Mullin Report’s cohort-adjusted mesothelioma incidence curves, which are used in the final
tort extrapolation damages calculation. The Mullin Report also presents general mesothelioma incidence curves (Figure 39).

[2] The Mullin Report only shows cohort-adjusted mesothelioma incidence curves incorporating 0%, 10%, and 20% non-ACP
mesothelioma incidence. See Mullin Report, Figure 40. Other curves have been calculated using the same methodology as Dr.
Gallardo-Garcia, adjusting the non-ACP incidence inclusion level.

142. I have identified material issues with this approach that undermine the reliability of the

projected incidence and resulting claim estimates.

143.  The Mullin Report’s decomposition of mesothelioma incidence into ACP and non-ACP
components is not derived from observable data, but instead is reverse-engineered to fit
total observed incidence. The ACP component is based on assumed exposure patterns,
while the non-ACP component is generated from a parametric age-based hazard function.
Because the model is calibrated to match total observed incidence, the non-ACP
component is simply the residual after fitting ACP. It is not independently estimated,
measured, or validated. This creates a circular exercise: the model adjusts the non-ACP
component to fit observed data, then treats that adjustment as if it represented a distinct
disease category when projecting future incidence. In effect, the model uses a curve-
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fitting exercise to justify excluding a portion of observed mesothelioma incidence

without showing that the excluded portion represents non-asbestos cases.

144.  The Mullin Report does not validate its ACP/non-ACP decomposition against any
independent evidence. It does not test whether the implied ACP share is consistent with
epidemiological studies, cancer registry data, historical claims patterns, settlement data,
or product-specific evidence. Without such validation, there is no basis to conclude that
any portion of observed mesothelioma incidence should be excluded from future

projections.

145.  To assess the effect of this assumption on future mesothelioma filed claims, I performed a
sensitivity analysis varying the proportion of non-ACP incidence included in the

incidence curve, as showed in Exhibit 25.

Exhibit 25: Mullin Report Future Filed Claims

Non-ACP Incidence Aldrich Murray Total
0% Non-ACP (in Mullin Report) 18,354 14,596 32,949
10% Non-ACP (in Mullin Report) 19,917 15,839 35,755
20% Non-ACP (in Mullin Report) 21,311 16,947 38,258

50% Non-ACP 24,715 19,655 44,370
75% Non-ACP 26,902 21,394 48,297
100% Non-ACP 28,677 22,806 51,483

Sources: Mullin Report Backup Materials.

Notes:

[1] These future filed claim numbers assume a calibration period of 10 years. The Mullin Report also uses calibration periods of
three years and five years, which affect future filed claim estimates by changing estimates of propensity to file against the
Debtors.

a. Under the 0% non-ACP assumption, future filed claims total 32,949. Increasing non-
ACP inclusion materially increases the number of future filed claims: 44,370 at 50%
(approximately 35% higher) and 51,483 at 100% (approximately 56% higher). This
pattern is linear, showing that non-ACP treatment operates as a scaling factor on

projected claims.

b. This analysis demonstrates that even modest increases in non-ACP inclusion (well
below the 100% Non-ACP inclusion) result in materially higher filed claim estimates.
Note that other assumptions in the Mullin Report’s model are held constant; the only
change is the percentage of non-ACP incidence included. This sensitivity is not

intended to endorse the model, but to isolate the effect of that assumption.
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146.

147.

148.

149.

150.

Overall, the treatment of non-asbestos-related (“non-ACP”) incidence is a significant
driver of the Mullin Report’s future filed claims. Excluding all or most of the non-ACP
component materially suppresses projected claims. Because the Mullin Report offers no
independent validation for excluding any portion of non-ACP incidence, the appropriate
baseline should be a 100% inclusion, consistent with standard Nicholson-type

projections.

C.  The Mullin Report’s Analysis of “Excess Mesothelioma
Attributable to All Gaskets and Packing” Is Without Foundation
and Unreliable

I have been asked by Counsel to respond to the Mullin Report’s estimate of asbestos
liabilities of excess mesothelioma attributable to gaskets and packing. The Mullin Report
provides a separate estimate of the Debtors’ asbestos liabilities at no more than $50
million for claims as of the Petition Date based on a purported valuation of “‘excess

299

mesothelioma diagnoses’” from asbestos-containing gaskets and packing that can be

attributed to the Debtors.**®

As an initial matter, the Mullin Report seeks to rely on a report that was prepared in 2013
by a separate expert for legal proceedings involving Garlock (the “Henshaw Garlock
Report”).**” The Henshaw Garlock Report specifically states that “[t]he purpose of this
report is to assist the Court in assessing claims likely to be made against Garlock.”48
Accordingly, the analysis in the Henshaw Garlock Report is specifically tied to responses
to PIQs completed by Garlock claimants.'*® As discussed above, the Mullin Report lacks
any rigorous analysis of the alleged equivalence between the exposure profile of Garlock
and that of the Debtors. Absent such analysis, there is no reasonable economic basis to

assume that the case-specific claims data from Garlock would apply to the Debtors.

Given the lack of a reasonable economic basis, it is unsurprising to see that Dr. Mullin’s
conclusions as to the Debtors’ liability that are derived from this analysis are wholly

inconsistent with the Debtors’ actual claims history.

According to the Mullin Report, assumptions from the Henshaw Garlock Report are used
to derive a mesothelioma incidence curve that is purportedly specific to gaskets and

packing. While a summary of the incidence curve is contained in the Mullin Report

146
147

148
149

Mullin Report, Section IV.B.2.c. (] 112-114).

Mullin Report, § 113. See In re Garlock Sealing Technologies, LLC., et al., Case No. 10-31607, Expert Report of John L.
Henshaw, MPH, CIH, (“Henshaw Garlock Report”), February 8, 2013.

Henshaw Garlock Report, p. 1.

Henshaw Garlock Report, p. 1.
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I51.

VI

152.

(Figure 24), the analysis resulting in the derivation of this incidence curve was performed
by another expert and that analysis is not contained in the Mullin Report.™®® Referencing
the summary results of this incidence curve, the Mullin Report concludes that a total of
10 “gaskets and packing” mesothelioma claims will be filed against the Debtors from
2020 onward. *** The Mullin Report then assumes that these mesothelioma claims are

valued at $5 million each.®?

The Debtors’ actual mesothelioma claims history is wholly inconsistent with this
estimate. 13 As the Mullin Report shows in Figure 3, between 2015 and 2019, Aldrich
and Murray together paid over 4,700 mesothelioma claims at an average annual
indemnity of nearly $58 million. Although Aldrich and Murray are spending over $50
million in a single year in indemnity, the Mullin Report provides an unreasonable
estimate of $50 million for total liabilities resulting from a// pending and all future
mesothelioma claims against the Debtors. The Mullin Report provides no explanation as
to how and why the Debtors’ asbestos litigation prospects could change so drastically.
Accordingly, Dr. Mullin’s exercise does not provide a reliable basis for estimating the

Debtors’ total mesothelioma liability.

I1. LIMITED CORRECTIONS TO THE MULLIN REPORT
SIGNIFICANTLY INCREASE LIABILITY ESTIMATE

I performed a sensitivity analysis to assess the effect of correcting only some of the errors
in the Mullin Report, as identified above. As the Mullin Report contains fewer errors than
the Brattle Report, I used its backup materials as the starting point for this sensitivity
analysis. This choice should not be understood as an endorsement of the Mullin Report’s
methodology; rather, I used those materials solely because they provided the more

150

151

152
153

See Mullin Report, fn 128: “Dr. Gallardo-Garcia provided me estimates based on the current status of his incidence model.
Details of Dr. Gallardo-Garcia’s final analysis and supporting calculations will be included in his expert report at the time
other expert reports are due pursuant to any CMO or other case schedule set by the Court. Dr. Gallardo-Garecia is finalizing
his incidence model, but, upon completion, he does not expect it to differ materially from the version of the model applied
herein. However, should his final model qualitatively alter my opinions herein, I will supplement this report accordingly.”
Mullin Report, fn. 129. The Mullin Report assumes that half of the post-2019 diagnoses (2020-2029 = 12 diagnoses and
2030 forward = 5 diagnoses) and half of an estimated three pre-2020 diagnoses that are likely to sill be pending will lead to
ten claims against the Debtors.

The Mullin Report assumes that “50% of excess gasket and packing mesothelioma diagnoses [are attributed] to the Debtors”
(Mullin Report, § 114). However, the 50% assumption is depressed compared to the estimated propensities to sue of 77%
for Aldrich and 63% for Murray based on all asbestos-related mesothelioma incidence plus 10% of the Non-ACP
mesothelioma incidence over the period 2015 to 2019 (Mullin Report, Figure 4). For a mesothelioma incidence curve for
gaskets and packing that is more directly tied to Aldrich and Murray, I would expect that the propensity to sue would be
higher than the propensity to sue based on all asbestos-related mesothelioma incidence.

Mullin Report, § 114 and fn. 129.

As another flaw that underestimates the liabilities, the Mullin Report ignores claims for non-mesothelioma diseases.
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153.

154.

155.

156.

workable baseline for isolating the effect of specific corrections.’®* In contrast, the
number and nature of the errors in the Brattle Report makes a sensitivity analysis less

meaningful.

Further, this sensitivity analysis is not offered as a complete opinion on the appropriate
liability estimate. Instead, it is a limited analytical exercise intended to show the resulting
estimates when certain, relatively straightforward corrections are made to the analysis in
the Mullin Report.

.155 us

2

I make three corrections to the Mullin Report: I set the discount rate to 1.24% e
50% and 100% of the non-ACP incidence; and for illustrative purposes, use an inflation

rate of 2.4%.1%6

If the Mullin Report had made these adjustments, the estimated mesothelioma liabilities
would range from $1.2 billion to $1.4 billion, with total asbestos liabilities ranging from
$1.5 billion to $1.7 billion. These figures are for Aldrich and Murray combined, as shown
in Exhibit 26.

Making further corrections to the Mullin Report backup materials consistent with the

other critiques in this report would raise the estimates still further.

Exhibit 26: Sensitivity Analysis — Adjusted Discount, Inflation and Non-ACP Incidence

Mesothelioma Non-Mesothelioma

NPV ($ millions) Filed Claims [NPV ($ millions) Filed Claims
50% Non-ACP $1,218 50,317 $268 N/A
100% Non-ACP $1,417 57,430 $311 N/A

Sources: Mullin Report Backup Materials.

IX.

157.

CONCLUSION

Neither the Brattle Report nor the Mullin Report provide an accurate estimate of the
Debtors’ asbestos liability. Due to the inclusion of multiple erroneous and unsupported
assumptions, the Brattle Report presents an estimate of Debtors’ asbestos liability that is
an outlier as compared to the Mullin Report, the Sackett Report and my own analysis.

154

This exercise is not intended to validate either the Mullin Report backup materials or the Mullin Report’s broader

methodology. Its purpose is limited to just showing the effect of changing specific assumptions while holding the remaining
inputs constant.

155

This represents the 20-year Treasury yield as of June 18, 2020, the Petition Date. See U.S. Department of the Treasury,

“Daily Treasury Par Yield Curve Rates.” Accessed March 25, 2026. https://home.treasury.gov/resource-center/data-chart-
center/interest-rates/daily-treasury-rate-archives/par-yield-curve-rates-2020-2023.csv.

156

The analysis therefore excludes the Mullin Report’s assumption of declining average settlement values.
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158.

The Mullin Report presents such a wide range of estimates, from $50 million to $750
million, that it calls into question the reliability of any single estimate. However, if a
small number of straightforward corrections are made to some of Dr. Mullin’s analyses,

the estimate of the Debtors’ liability significantly increases.

My work is ongoing, and my opinions are subject to revision based on new information
(including documentation, reports, or testimony by Dr. Mullin, Mr. Paul Hinton, Mr.
David McKnight, Dr. Sackett, or any other expert).

Respectfully submitted

Yoo @ G

Yvette R. Austin
Chair, Global Finance Practice

Compass Lexecon
March 27, 2026
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APPENDIX A: YVETTE R. AUSTIN CV

Yvette Austin is a Senior Managing Director and Chair of the Compass Lexecon Global Finance
Practice. Over her 30-year career, Ms. Austin has developed expertise in a wide range of
financial and economic areas. With subject matter expertise in valuation, credit and solvency
analysis, and other financial damages, Ms. Austin has been retained as a testifying and
consulting expert to analyze and quantify damages and other types of liability in disputes
involving mergers and acquisitions, bankruptcy, breaches of representations and warranties,
breaches of fiduciary duty, financial fraud, material adverse effects, dissenting shareholder
actions, leveraged buyouts, debt recharacterization, avoidance actions, liability management
transactions, antitrust damages and trade disputes. Ms. Austin also regularly estimates the
number and value of claims in mass tort matters. Ms. Austin has provided claims analysis and
estimation in connection with claims arising from talc, opioids, asbestos, transvaginal mesh,
breast implants, and PFAS.

Ms. Austin has been retained as an expert to estimate the number and value of mass tort claims
in matters involving Hopeman Brothers, Whittaker, Clark & Daniels, Johnson & Johnson,
Purdue Pharma, and Endo Pharmaceuticals. In connection with these engagements, Ms. Austin
has provided multiple expert reports and have testified in related estimation hearings and trials.
Ms. Austin is also a credited researcher for “Estimating Future Claims — Case Studies from Mass
Tort and Product Liability” (1995), for which Ms. Austin conducted empirical research of mass
torts involving: breast implants, intrauterine devices, asbestos, and hardboard siding.

Ms. Austin has submitted expert oral and written testimony in multiple venues including state
courts in Delaware, New York, and California; U.S. federal bankruptcy and district courts;
international courts in Canada, Australia, and the United Kingdom; and the World Trade
Organization and other international arbitration forums. In addition to providing expert
testimony, Ms. Austin advises special board committees on merger and acquisition-related
litigation matters and serve as a bankruptcy trustee.

As representative M&A and financing engagements, | have been retained as a financial expert in:
Serta Simmons Bedding, LLC v. AG Centre Street Partnership L.P. (Southern District of Texas,
Houston Division); Desktop Metal, Inc. v. Nano Dimension Ltd. and Nano US I, Inc. (Delaware);
Votorantim S.A. v. ArcelorMittal Brasil S.A., ArcelorMittal Spain Holding SL Respondents (1ICC
Arbitration); The Yucaipa Companies LLC v. Lantern Asset Management GP, LLC, Spyglass
Media Group, LLC (f/k/a Lantern Entertainment LLC) (California); Twitter, Inc. v. Elon R. Musk
(Delaware); Snow Phipps Group, LLC, and DecoPac Holdings Inc. v. KCake Acquisition, Inc.
(Delaware); Live Nation Entertainment, Inc. v. Corporacion Interamericana de Entretenimiento,
S.A.B. de C.V. (CIE) (ICC Arbitration); The Mangrove Partners Master Fund, Ltd. v. Calamos
Asset Management, Inc., Respondent (Delaware); In re Baker Hughes, a GE Company, Deriv.
Litig. (Delaware) and Polar Multi-Strategy Master Fund v. The Stars Group Inc. (Ontario).

As representative bankruptcy engagements, Ms. Austin has been retained as a financial expert in
connection with the bankruptcies of Lehman Brothers (on behalf of JPMorgan Chase), Caesars
Entertainment Operating Company (on behalf of Apollo Global Management), Physiotherapy
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Associates Holdings (on behalf of a litigation trustee), U.S. Steel Canada (on behalf of United
States Steel), Purdue Pharma (on behalf of a large group of states and U.S. territories), LTL
Management I and II (on behalf of the Tort Claimant Committee), Red River Talc (on behalf of
tort claimants), Millennium Laboratories (on behalf of a litigation trustee), Revlon (on behalf of
the Debtor), and Endo (on behalf of First Lien creditors).

Ms. Austin has written a number of publications and presented on valuation and credit analysis,
for organizations including the American Bar Association, the American Bankruptcy Institute,
the National Conference of Bankruptcy Judges, the Delaware State Bar Association, Thomson
Reuters, and Bloomberg Law. Ms. Austin is a contributing author to the Model Merger
Agreement for the Acquisition of a Public Company, published by the ABA’s Mergers and
Acquisitions Committee, and a contributing researcher to The Standard & Poor’s Guide to
Fairness Opinions: A User’s Guide for Fiduciaries.

Ms. Austin has also been a member of the teaching faculty of Harvard University Extension
School, where Ms. Austin taught a graduate finance course (Business Analysis and Valuation)
and a past faculty member of the American Bar Association’s National Institute of Negotiating
Business Acquisitions.

Earlier in her career, Ms. Austin provided investment banking advisory services, including
mergers and acquisitions, fairness opinions, solvency opinions, and commercially reasonable
debt opinions. Ms. Austin was nominated to and is currently a member of FTI Consulting’s
Fairness and Solvency Committee.

EDUCATION

e 2001, MBA (Finance), Columbia Business School, New York, NY
e 1992, AB in Government & Philosophy, Harvard University, Cambridge, MA

e Additional Graduate Coursework in Financial Mathematics, Courant Institute of
Mathematics, New York University

PROFESSIONAL EXPERIENCE

e 2023 — Present, Senior Managing Director, Chair of Global Finance Practice, Compass
Lexecon, New York, NY

e 2014 —2022, Principal and Chairman, The Brattle Group, New York, NY
e 2010 -2013, Managing Director, Stout Risius Ross, New York, NY
e 2007 —2010, Managing Director, Charles River Associates, New York, NY

e 2004 —2007, Director, Duff & Phelps, New York, NY
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TESTIMONY EXPERIENCE

o Serta Simmons Bedding, LLC, et al, Plaintiffs and Counterclaim Defendants v. AG
Centre Street Partnership L.P, et al. Defendants, Counterclaim Plaintiffs and Third-
Party Plaintiffs, United States Bankruptcy Court Southern District Of Texas, Houston
Division, Case No. 23-90020 (CML), Chapter 11, Adversary Proc. No. 23-09001
(Deposition testimony, February 2026; Trial testimony, March 2026)

o Celsius Network Limited, by and through The Blockchain Recovery Investment
Consortium, Claimant vs. Equities First Holdings, LLC and Alexander Christy,
Respondents, American Arbitration Association No. 01-24-0007-3831. (Deposition
testimony, January 2026).

o J Digital 6 Cayman Ltd. (Cayman Islands) and TAI MO SHAN Limited (Cayman
Islands), Claimants v. Sui Foundation (Cayman Islands), Respondent, In the Matter
of an Arbitration Under the Rules of the Cayman International Mediation and
Arbitration Centre CI-MAC CASE NO. 2024-001. (Hearing testimony, December
2025)

e Adam Roston, Plaintiff/Cross-Defendant v. Ask Media Group, LLC; IAC Inc..;
BLUECREW, Inc., and DOES 1 through 25, Defendants/Cross-Complainants,
Superior Court For The State Of California County Of Alameda, Case No.
RG20064980 (Deposition testimony, June 2025)

e Desktop Metal, Inc., Plaintiffv. Nano Dimension Ltd. and Nano US I, Inc., Defendants,
Court of Chancery of the State of Delaware, Case No. 2024-1303-KSJM consolidated
with Case No. 2025-0002-KSJM (Deposition testimony, March 2025; Trial testimony,
March 2025)

e Inre: Red River Talc LLC, United States Bankruptcy Court Southern District Of
Texas Houston Division, Case No. 24-90505 (CML) (Deposition testimony,
February 2025; Hearing testimony, March 2025)

e Inre: Whittaker, Clark & Daniels, Inc., et al., United States Bankruptcy Court District
of New Jersey, Case No. 23-13575 (MBK) (Deposition testimony, December 2024;
Hearing testimony, March 2025)

o Jotorantim S.A., Claimant/Counter-Respondent v ArcelorMittal Brasil S.A.,
ArcelorMittal Spain Holding SL Respondents/Counter-Claimants, International Court
of Arbitration International Chamber Of Commerce, ICC Case No. 27284/RLS
(Hearing testimony, October 2024)

o David Fleury and Alvin Turner, individually and on behalf of a class of similarly
situated individuals, Plaintiffs, vs. Union Pacific Railroad Company, a Delaware
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corporation, Defendant, United States District Court for the Northern District of
Illinois Eastern Division, Case No. 20-cv-390 (Deposition testimony, September
2024)

Christine Martinez, Plaintiff, vs. Pinterest, Inc., et al., Defendants, Superior Court of
the State of California County Of Alameda, Case No. RG21112456 (Deposition
testimony, September 2024)

In re SwervePay Acquisition, LLC, Court of Chancery of the State of Delaware,
Consolidated C.A. No. 2021-0447-KSJM (Deposition testimony, August 2024; Trial
testimony February 2025)

Steve Weissmann and Tumbleweed Tiny House Company, Inc., Claimants, v.
NBCUniversal Media, LLC; Marcus Lemonis, Freedom Roads Holding Company,
LLC; Camping World, Inc.; and Machete Corporation, Respondents. . JAMS
Arbitration, Century City, CA. (Hearing testimony, March 2024)

The Yucaipa Companies, LLC et al., Plaintifts, vs. Lantern Asset Management GP,
LLC; Spyglass Media Group, LLC et al., Defendants, Superior Court of The State of
California, County Of Los Angeles — Central District, Case No. BC713894
(Deposition testimony, January 2024)

AliveCor, Inc., Plaintiff' v Apple Inc., Defendant, US District Court Northern
District of California, Case 4:21-cv-03958-JSW (Deposition testimony, May
2023)

Lynn E. Feldman, Esq, In Her Capacity as the Chapter 7 Trustee for the Estate of Precise
Graphix, LLC, Claimant, v. NBCUniversal Media LLC; Machete Corporation; Camping World,
Inc., Respondents. JAMS Arbitration, Century City, CA. (Hearing testimony, April 2023)

White Winston Select Asset Funds, LLC (“White Winston”) and GT Acquisition Group,
Inc. (“GTAG”) v. Good Times Restaurants, Inc., United States District Court for the
District of Delaware, C.A. No. 1:19-cv-02092-RGA (Deposition testimony, December
2021; Trial testimony, August 2022)

In re: Millennium Lab Holdings II, LLC, et al., Debtors. Marc S. Kirschner solely in his
capacity as Trustee of the Millennium Corporate Claim Trust, Plaintiff v. J.P. Morgan
Chase Bank, N.A., Citibank N.A., BMO Harris Bank, N.A. and SunTrust Bank,
Defendant(s). United States Bankruptcy Court for the District of Delaware, Case No.
15-12284 (LSS), Adv. Pro. No. 17-51840 (LSS) (Deposition testimony, May 2022)

In re Baker Hughes, a GE Company, Deriv. Litig., C.A. No. 2019-0201-AGB (Del. Ch.).
(Deposition testimony, April 2022)

SEC Holdings Group, LLC., a Delaware Limited Liability Company, Claimant v. EMJ
Corporation, a Tennessee Corporation, Respondent. American Arbitration Association,
AAA Case No. 01-21-0017-7699. (Deposition testimony, April 2022; Hearing
testimony May 2022)
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Snow Phipps Group, LLC, and DecoPac Holdings Inc., Plaintiff, v. KCake Acquisition,
Inc., et al., Defendants, Court of Chancery of the State of Delaware, C.A. No. 2020-
0282-KSIM (Deposition testimony, December 2020; Trial testimony, January 2021)

GiGi Jordan, Plaintiff against Raymond A. Mirra, JR., et al., Defendants, United States
District Court for the District of Delaware, C.A. No. 14-01485-SLR-SRF (Deposition
testimony, December 2020)

Falcon Distribuidora, Armazenamento e Transporte S.A. v. Hypera S.A., International
Chamber of Commerce Arbitration No 23896/GSS (Hearing testimony, November
2020)

In Re Comtech Telecommunications Corp / Gilat Satellite Networks Merger Litigation
Court of Chancery of the State of Delaware, C.A. No. 2020-0605-JRS (Deposition
testimony, October 2020)

Dillon Trust Company LLC, et al. v. United States, Court of Federal Claims Nos. 17-
1898T, 17-2022T, 17-2023T (Deposition testimony, September 2020)

IC Power Asia Development Ltd. (Israel), Claimant v. Republic of Guatemala,
Respondent, Under the Arbitration Rules of the United Nations Commission on
International Trade Law (Hearing testimony, July 2020)

Catherine E. Youngman, Litigation Trustee for ASHINC Corporation, et al. v. Yucaipa
American Alliance Fund I, L.P, et al., Adv. Pro. No. 13-50530. (Deposition testimony
January 2020)

Canada — Measures Concerning Trade in Commercial Aircraft, World Trade
Organization (DS522) (Testimony at First Substantive Meeting, September 2019)

Crown Resorts Limited v. Commissioner of Taxation Federal Court of Australia
Proceedings, No. VID 831, 833 - 837 & 1635 - 1637 of 2018. (Trial testimony, June
2019)

The Mangrove Partners Master Fund, Ltd., Petitioner, v. Calamos Asset Management,
Inc., Respondent, Court of Chancery of the State of Delaware, C.A. No. 2017-0139-
JTL. (Deposition testimony, December 2018)

Polar Multi-Strategy Master Fund v. The Stars Group Inc., Superior Court of Justice —
Ontario, CV-18-599612-00-CL, (Hearing testimony, July 2018)

In re: Physiotherapy Holdings, Inc. et al. in the matter PAH Litigation Trust, Plaintiffv.
Water Street Healthcare Partners, L.P. et al., Defendants (Case No. 13- 12965 (KGQG)).
United States District Court for the District of Delaware. (Deposition testimony, May
2018)

Domain Associates, L.L.C., v. Nimesh Shah, Court of Chancery of the State of Delaware,
C.A. No. 12921-VCL. (Deposition testimony, January 2018; Trial testimony, February

2018)
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Charles Almond as Trustee for the Almond Family 2001 Trust, Almond Investment Fund,
LLC, Charles Almond, and Andrew Franklin, Plaintiffs v Glenhill Advisors, LLC, et al.,
Defendants and Design Within Reach, Inc., Intervenor and Counterclaim Petitioner,
Court of Chancery of the State of Delaware, C.A. No. 10477-CB (Deposition testimony,
October 2017; Trial testimony, November 2017)

Blueblade Capital Opportunities LLC and Blueblade Capital Opportunities, Petitioners,
v. Norcraft Companies, Inc., a Delaware Corporation, Respondent, Court of Chancery
of the State of Delaware, C.A. No. 11184-VCS (Deposition testimony, May 2017; Trial
testimony, June 2017)

In re: Caesars Entertainment Operating Company, Inc. et al., United States Bankruptcy
Court Northern District of Illinois Eastern Division, Case No. 15-01145 ABG. (Expert
declaration, December 2016)

JD Holdings, LLC, et al. v. Jacqueline a. Dowdy, as Trustee of The Revocable Trust of
John Q. Hammons, dated December 28, 1989, as Amended and Restated, et al., Court
of Chancery of The State of Delaware, Case No. 7480-VCL (Deposition testimony, June
2016)

George L. Miller, Chapter 7 Trustee v. Sun Capital Partners, Inc. et al., United States
District Court for the District of Delaware, Case No. 13-CV-01996-RGA (Deposition
testimony, April 2016)

In the Matter of the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as
Amended and in the Matter of a Proposed Plan of Compromise or Arrangement with
Respect to U.S. Steel Canada Inc. and In the Matter of a Proposed Plan of Compromise
or Arrangement with Respect to U.S. Steel Canada Inc. Superior Court of Justice -
Ontario (Trial testimony, January 2016)

Nathan Owen v. Energy Services Group et al., Court of Chancery of the State of
Delaware, C.A. No. 8860-CB (Deposition testimony, August 2014; Trial testimony,
November 2014)

Lehman Brothers Holdings Inc. and Official Committee of Unsecured Creditors of
Lehman Brothers Holdings Inc., v. JPMorgan Chase Bank N.A., Adversary Proceeding
No 10-03266 (JPM), United States Bankruptcy Court for the Southern District of New
York. (Deposition testimony, September 2014)

Out Publishing Inc. v. Lipo Liquidating Corp., et al., Index No. 07/601855 (Bransten),
Supreme Court of the State of New York County of New York Commercial Division.
(Deposition testimony, February 2010)
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APPENDIX B: DOCUMENTS RELIED UPON

Legal Filings, Declarations and Testimonies

1.

10.

11

Owens Corning, et al. v. Credit Suisse First Boston, et al., Civil Action No. 04-00905,
Memorandum and Order, March 31, 2005

In Sargon Enterprises, Inc. v. University of Southern California, 55 Cal.4th 747 (2012)

In re: Specialty Products Holding Corp. a/k/a RPM, Inc. and Bondex International, Inc.,
Case No. 10-11780, Memorandum Opinion re: Estimation of Debtors’ Asbestos Liability,
May 20, 2013

In re Garlock Sealing Technologies, LLC., et al., Case No. 10-31607, Order Estimating
Aggregate Liability, January 10, 2014

In re: Paddock Enterprises, LLC, Case No. 20-10028, Declaration of David J. Gordon,
President and Chief Restructuring Officer of the Debtor, in Support of Chapter 11
Petition and First Day Pleadings, January 6, 2020

In re: Aldrich Pump LLC, et al., Case No. 20-30608, Informational Brief of Aldrich
Pump LLC and Murray Boiler LLC, June 18, 2020

In re Aldrich Pump LLC, et al., Case No. 20-30608, Declaration of Ray Pittard in Support
of First Day Pleadings, June 18, 2020

In re Aldrich Pump LLC, et al., Case No. 20-30608, Order Approving Personal Injury
Questionnaire and Granting Related Relief, July 6, 2022

In re: Aldrich Pump LLC, et al., Case No. 20-30608, Second Amended Case Management
Order for Estimation of Asbestos Claims, April 17, 2025

In re Aldrich Pump LLC, et al., Case No. 20-30608, Affidavit of Carl R. Schwertz,
September 12, 2025

. In re Aldrich Pump LLC, et al., Case No. 20-30608, Order Commencing Phase I of the

Estimation Trial With Hearings Based on the Tort System Extrapolation Method and the
Parties’ Expert Reports, January 23, 2026

Expert Reports

1.

In re: Federal Mogul Global, Inc., et al., Bankruptcy Case No. 01-10578 (RTL), Expert
Report of Dr. Mark A. Peterson, November 29, 2004

In re Garlock Sealing Technologies, LLC., et al., Case No. 10-31607, Expert Report of
John L. Henshaw, MPH, CIH, February 8§, 2013
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Corrected Initial Expert Report of Charles H. Mullin, Ph.D., September 15, 2025, and
backup materials

Expert Report of The Brattle Group on Behalf of Future Claimants’ Representative,
September 15, 2025, and backup materials

Conformed Initial Expert Report of Andrew J. Sackett, J.D., Ph.D., September 15, 2025,
and backup materials

Academic Books and Articles

1.

Richard A. Brealey, Stewart C. Myers, and Franklin Allen, Principles of Corporate
Finance, 12th ed. (New York: McGraw-Hill Education, 2017)

John Y. Campbell and Robert J. Shiller, “Yield Spreads and Interest Rate Movements: A
Bird’s Eye View,” The Review of Economic Studies 58, no. 3 (1991): 495-514

. Eugene F. Fama, “Efficient Capital Markets: A Review of Theory and Empirical Work,”

The Journal of Finance 25, no. 2 (1970): 383417

Roman L. Weil, Daniel G. Lentz, and Elizabeth A. Evans, eds., Litigation Services
Handbook: The Role of the Financial Expert, 6th ed. (Hoboken, NJ: John Wiley & Sons,
Inc., 2017)

Steven Tenny and Sameh W. Boktor, “Incidence,” StatPearls, April 10, 2023, accessed at
https://www.ncbi.nlm.nih.gov/sites/books/NBK430746/?report=printable

Financial Reports

1.
2.
3.

GST Settlement Facility Annual Reports, 2018-2024D
Smiths Group plc Annual Financial Report, 2015-2025
Trane Technologies PLC, Form 10-K for the fiscal year ended December 31, 2020

Bates-stamped Documents

1.
2.
3.

Aldrich-Murray-EST 00146534
Aldrich-Murray-EST 00146542
Aldrich-Murray-EST 00164294
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Websites

1.

“Introduction to Tort Law,” U.S. Congress, accessed at https://www.congress.gov/crs-
product/IF11291#:~:text=Tort%20law%20serves%20at%?20least,people%20who%20wro
ngfully%?20injure%20others

KFF, “Health Care Costs and Affordability,” October 8, 2025, accessed at
https://www.kff.org/health-costs/health-policy-101-health-care-costs-and-
affordability/?entry=table-of-contents-introduction

National Cancer Institute, “SEER Cancer Statistics Review 1975-2017,” April 15, 2020,
accessed at
https://seer.cancer.gov/archive/csr/1975 2017/results_merged/sect 17 mesothelioma.pdf

U.S. Department of the Treasury, “Daily Treasury Par Yield Curve Rates,” Accessed
March 25, 2026. https://home.treasury.gov/resource-center/data-chart-center/interest-
rates/daily-treasury-rate-archives/par-yield-curve-rates-2020-2023.csv

Data Sources

1.

S&P Capital 1Q

All other documents referenced in this report.
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APPENDIX C: BRATTLE REPORT FULL REGRESSION RESULTS ON PAID
MESOTHELIOMA CLAIMS

Variable Coefficient RSE
[A] [B]
State [1]
CA 2] 0.203%xx (0.101)
IL [3]  -0.0683 (0.0609)
NY [4] 0910%**  (0.0835)
PA [5] 0.665*** (0.0763)
wv [6]  0.0444 (0.0739)
Year Settled [7]
2016 [8] 0.178**%  (0.0573)
2017 [9] 0.239%** (0.0492)

2018 [10
2019 [11

0.199%** (0.0523)
0.292%%* (0.0504)

Claim Length, Years [12

1 [13]  0.584%** (0.0662)
2 0.378%** (0.0561)
3 [15]  0.247%** (0.0589)

Plaintiff Firm [16

]

]

]

]

]

]

]
- [17]  0.429%** (0.0712)
[18] -1.013***  (0.0816)

]

]

]

]

]

[19] -0264***  (0.0796)

[20] 0.217%*x (0.0637)

[21]  -0.0267 (0.0621)
Debtor. Murray [22]  0.150%** (0.0406)
Primary, Age at Filing [23] -0.0105***  (0.00183)
Secondary, Age at Filing -0.0129%**  (0.00197)
Constant [24]  10.62%** (0.166)
Observations [25 3.327
R-Squared [26] 0.212
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APPENDIX D: DISCOUNT RATE PRECEDENT

159.

160.

161.

In re Garlock Sealing Techs., 504 B.R. 71, 88 (Bankr. W.D.N.C. 2014), which is an asbestos
bankruptcy case cited by Sackett in his report,®’ and cited to in the Mullin and Brattle
reports,’®® the Court order cited In re Eagle—Picher Indus, Inc., 189 B.R. 681, 682 (Bankr. S.
D. Ohio 1995)) in that “a discount rate should be applied to bring the future nominal value of

claims back to the petition date.”>®

In re Specialty Prods. Holding Corp., No. 10-11780 (JKF) (Bankr. D. Del. 2010) (estimating
debtors’ asbestos liability), the Court concluded that the “risk-free rates of return as of May
31, 2010 [when the debtors filed their bankruptcy petition], which rates are associated with

U.S. Treasury security rates” was the most reasonable discount rate.'®°

In addition, in /n re Owens Corning, 322 B.R. 719, 721-22 (Bankr. D. Del. 2005), the Court
stated: “[w]e are not, at this time, deciding how much each claimant will actually be entitled
to receive, but the total amount which the claimants, as a group, could legitimately have
claimed as compensation, as of the petition date. The values of future claims should be
estimated on the same basis-i.e., what their claims would have been worth in the tort system
as it existed on the petition date. But the estimate of the number of such future claims should

take into account changes likely to ensue as a result of the reorganization.”

157
158
159

160

See Sackett Report, fn. 33.

For example, see Brattle Report, fn. 45, and Mullin Report, fn. 10.

In re Garlock Sealing Technologies, LLC., et al., Case No. 10-31607, Order Estimating Aggregate Liability, January 10,
2014, p. 41.

See Memorandum Opinion, /n re Specialty Products Holding Corp. a/k/a RPM, Inc., et al., May 20, 2013,
https://www.deb.uscourts.gov/sites/deb/files/opinions/sphc-estimation-opn-use-one 0.pdf, p. 49.
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APPENDIX E: BRATTLE REPORT UNDERESTIMATION OF THE
PAYMENT RATES

162. I find similar underestimation in the Brattle Report payment rate predictions when
comparing against the historical data relied upon in the Brattle Report payment rate
models for Aldrich secondary exposure claims, Murray primary exposure claims, and

Murray secondary exposure claims.

Exhibit 27: Brattle Report Payment Rate for Aldrich Secondary Exposure Claims
50%
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40% A

8
g 35% f
5
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> 30%
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2
= 25%
=
g
O 20% A Brattle Report
—2014
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—2016
10% - —2017
—2018
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e 2020
0%
1 2 3 4 5 6
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Sources: Brattle Report Backup Materials.
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Exhibit 28: Brattle Report Payment Rate for Murray Primary Exposure Claims
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Exhibit 29: Brattle Report Payment Rate for Murray Secondary Exposure Claims

30%

Brattle Report
— 2014
—2015
25% - —2016
—2017
—2018
(]
T . 2019
@ 20% A e 2020
5
S
3
[a
S 15% A
o
=]
(S N
jun
)
-
10% -
5% -
0%
1 2 3 4 5 6

Age of Claim (Years)

Sources: Brattle Report Backup Materials.

E-3



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 192 of 318

EXHIBIT
E



10
11
12
13
14
15

16
17

18
19
20
21

22

Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc

Exhibits A-G Page 193 of 318
CONFIDENTIAL - PROFESSIONAL EYESONLY

Page 1
UNI TED STATES BANKRUPTCY COURT
FOR THE WESTERN DI STRI CT OF NORTH CAROLI NA
CHARLOTTE DI VI SI ON
Inre
Chapter 11
ALDRI CH PUWP LLC, et al., . Case No. 20-30608 (LM)

Debt or s.

CONFI DENTI AL - PROFESSI ONAL EYES' ONLY
PURSUANT TO PROTECTI VE ORDER

VI DEO- TAPED DEPOSI TI ON OF YVETTE R AUSTI N

DATE: May 14, 2026
Tl ME: 9:32 a.m
LOCATI ON: Caplin & Drysdal e

1200 New Hanpshire Avenue, NW
Washi ngton, D.C. 20036

REPORTED BY: Shari R Broussard, RPR, CSR
Reporter, Notary

Veritext Legal Sol utions
1250 Eye Street, NW Suite 350
Washi ngton, D.C. 20005
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Page 130 Page 132
1 change because the science around the strength of | 1 that they --
2 aclaim changes, so there are reasons. 2 Q Okay.
3 | did not undertake an independent 3 A - ill are assuming that zero of them
4  analysis of whether there would be achangeinthe | 4 are mesotheliomaclaims.
5 relationship between, on the one hand, pendency of | 5 Q Okay. Do you understand how they did
6 aclaimand likelihood of payment of that claim. 6 thegross-up?
7 BY MR.EVERT: 7 A They applied a percentage to their NPV
8 Q Thesefiguresin Figure 16 and 17 of 8 largely.
9 Dr. Mullin'srebuttal report that we're looking 9 Q And that percentage was the historical
10 at, if you take them at face value, indicate that 10 percentage of non-mesothelioma claims that had
11 the debtorspaid roughly 2 percent of claimsthat | 11  been paid, right?
12 were pending for more than ten years; isthat fair | 12 A That'swhat they represent.
13 tosay? 13 Q Okay. Soif we have an unknown claim --
14 A That'swhat these tables represent. 14 A Uh-huh.
15 That's-- 15 Q --that turns out to be a mesothelioma
16 Q Okay. 16 claim, then that unknown claimisin the
17 A -- what these tables appear to 17 non-mesotheliomaclaims at the timeit is paid, is
18 represent, but that's not zero. 18 itnot?
19 Q | understand. 19 MR. CORDANI: Objection to form.
20 Do you have any data to support the 20 THE WITNESS: Respectfully, that's
21 proposition that had the debtors stayed in the 21 mixing apples and oranges. So mesothelioma claims
22 tort system, this experience of only paying 22 have ahigher value on average than
Page 131 Page 133
1 roughly 2 percent of claimsthat had been pending | 1 non-mesotheliomaclaims.
2 for ten-plus years would change? 2 Ultimately what Brattle and the Mullin
3 A 1 don't have data that supports or 3 report are estimating is the value of the
4 refutesit because | did not -- thisis not 4 liability. So the value of the claim matters.
5 something that | analyzed for this particular 5 So if one of the unknown disease-type
6 case 6 claimisamesotheliomaclaim -- turns out to be a
7 Q Okay. Sotaking off on your point, 7 mesotheliomaclaim, to the extent it isincluded
8 2 percentisnot zero, | -- | agree with that. 8 atadl, itisincluded as a non-mesothelioma
9 And-- and we -- we can both agree on that, right? | 9 claim, so asalower value claim. But | would
10 A | think so. 10 suggest that it's actually not included at all
11 Q Okay. Good. 11 because what they'relooking at is
12 So by definition, didn't the gross-up 12 non-mesothelioma claims in the numerator and
13 performed by Drs. Mullin and McKnight of 13  mesothelioma claimsin the denominator or
14 non-mesothelioma claims take into account thefact| 14 ~ something mathematically equivalent.
15 that unknown claims would be paid? 15 If they've just taken out all of the
16 A Wadl, not if it was an unknown claim 16 unknown claims, those claims are not showing up in
17 that was amesotheliomaclaim. 17  either the numerator or the denominator.
18 So the -- we started with a section of 18 BY MR. EVERT:
19 my report that saysthe Brattle report and the 19 Q Depending upon the time at which they
20 Mullin report assume that none of the unknown 20 were designated as unknown claims?
21 claimtypesare mesothelioma. So agross-up for |21 A | -- neither the Brattle report nor the
22 non-mesotheliomawould not address that criticism| 22 Mullin report describes claims that were initially

34 (Pages 130 - 133)
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Page 334 Page 336
1 different, right? So| may be ableto forcea 1 incidence -- whether there are incidences of
2 lender into bankruptcy -- excuse me. Let me 2 non-ashestos-related mesothelioma nor do | need
3 rephrasethat. 3 that to observe the claims that have just been
4 Asalender, | may be ableto forcea 4 filed against the company.
5 company into bankruptcy if they are not in 5 BY MR.EVERT:
6 compliance with certain covenants, whereas a 6 Q Okay. So doesthat mean that you do not
7  claimant may not be able -- a claimant in amass 7 have an opinion of whether or not there are
8 tort matter, pardon me, may not be able to force 8 individuals diagnosed with mesotheliomathat has
9 the company into bankruptcy. So again, it's -- 9 norelation to ashestos exposure?
10 there'snot a-- there's not one answer in an 10 A | don't have an opinion.
11 absolute sense. It'sfacts and circumstances. 11 Q Okay. Sowould | be correct in saying
12 Q Okay. All right acouple of dumb 12 that you do not have an opinion if thereisa
13 questions. Well, I've asked many before, so I'll 13  so-called background rate of mesothelioma?
14  just keep -- keep up the trend. 14 A 1 don't have an independent opinion as
15 Do | understand the pay rate in this 15 towhether thereis abackground rate nor do |
16 context to be as a numerator the number of paid 16 need it to express the opinions that |'ve
17 clamsand as a denominator the total number of 17  expressed.
18 claims? 18 Q Allright. We--you -- I'm asking
19 A That's a decent representation. 19 because you hotein paragraph 94 of your report,
20 Q Okay. 20 Exhibit 1, that Dr. Mullin asserts that
21 A | agree 21 "'mesotheliomaincidence has two sources,
22 Q Soif I want to calculate a pay rate and 22 asbestos-related incidence (generally,
Page 335 Page 337
1 | don't know with certainty the total number of 1 occupational mesothelioma) and
2 claims, | would need to estimate those -- that 2 non-asbestos-related incidence.’ The Mullin
3 total number of claims or would | simply beunable| 3  Report does not provide a citation (to medical or
4 tocaculate apay rate? 4 <cientific literature) for this assertion.”
5 A It would depend -- so now you have a 5 Did | get that close?
6 choice. Thechoiceiscan| estimate the total 6 A That's correct.
7 number of claimsin away that is reasonable or 7 Q Okay. Soif I'm understanding your
8 canl not. Soif you cannot estimate the number 8 testimony now, you don't necessarily disagree with
9 of clamsinaway that isreasonable, then | 9 that assertion, you're saying that thereis not a
10 would suggest that you cannot use that formula. 10 citation for that assertion?
11 Q Butif you can estimate the number of -- 11 A Waéll, I'm saying there's not -- there's
12 total number of claimsin away that is 12 not independent analysis, which frankly | would
13 reasonable, you can use the formulg; is that 13 not expect to see because | don't believe
14  correct? 14 Dr. Mullinisan epidemiologist, so in the absence
15 A Then perhaps you can use that formula. 15 of him having personal expertise, then | would
16 Q Okay. Doyouthink thereisan 16 expect to see him citing to expertise that would
17 incidence of non-asbestos-related mesothelioma? | 17  support this statement and | do not see that.
18 MR. CORDANI: I'm sorry, you said 18 Q | --1don'trecal Dr. Mullin citing to
19 incidence? 19 any medica or scientific literature that relates
20 MR. EVERT: | did. | did. 20 to asbestos as a cause of mesothelioma.
21 THE WITNESS: | don't have an 21 Isthat also adeficiency in his report?
22 independent opinion on whether thereis an 22 A Wadl, it'sinteresting you say that. So

85 (Pages 334 - 337)
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Page 342 Page 344
1 A Soyou're asking meto review a 1 debtor.
2 scientific article that you've just placed in 2 BY MR.EVERT:
3 front of me and asking me whether this supports 3 Q |Ididntsay youdid. I'mtrying-- I'm
4  Dr. Mullin's statement. | can't do that here 4 trying to make sure | understand the criticisms of
5 because | have not -- would need to read this 5 Dr. Mullin'sreport. So just, again, you have no
6 article 6 opinion asyou sit here today whether or not there
7 Again, | was preparing arebuttal to 7  are mesotheliomas that are not related to asbestos
8 Dr. Mullin'sreport. Had doesn't cite to 8 exposure?
9 anything. Had he cited to the articles, | would 9 MR. CORDANI: Objection to form, asked
10 haveread them to understand whether | thought the| 10  and answered.
11 cited articles supported his conclusion. He does 1 THE WITNESS: | do not have an opinion
12 not cite to anything. 12 that'srelevant to this matter as to whether there
13 Q Okay. Soyour practice in your own 13 are mesotheliomas caused by something other than
14 reports| think you just indicated, using this as 14  asbestos exposure and Dr. Mullin does not provide
15 ahypothetical, this particular statement, you 15 any citefor his statement.
16 would have cited some support; is that correct? 16 MR. EVERT: Okay. Thank you very much.
17 A If | was going to make such a statement, 17 Those are all the questions | have. Thank you for
18 | would cite some support. Asl said, | cite 18 your time today.
19 report -- | citeto literature that exposure to 19 THE WITNESS: Thank you very much.
20 ashestos causes mesothelioma. So | -- | cite my 20 MR. CORDANI: Going off the record?
21 reportsfor knowledge that is outside of my 21 VIDEO TECHNICIAN: Thetimeis5:08 p.m.
22 personal expertise. 22 We're going off the record.
Page 343 Page 345
1 Q | understand and I'm trying to 1 (Brief recess.)
2 understand. You indicated you were not an 2 VIDEO TECHNICIAN: Thetimeis5:11 p.m.
3 epidemiologist; isthat right? 3 Weregoing back on the record.
4 A That'strue. 4 Please proceed, Counsel.
5 Q How do you evaluate these reports to 5 MR. CORDANI: There's no further
6 determine whether or not they support the cited 6 questions. Thank you.
7 statement? 7 THE WITNESS: Thank you.
8 A  Weéll, | start by reading them. Sol -- 8 MR. EVERT: Thank you. Thank you again,
9 |--lreadthemand| seeif | can cometo a 9 Ms Austin.
10 conclusion asto whether the statement, for which | 10 THE WITNESS: Thank you.
11 itisthecitation, is supported by the article or 11 VIDEO TECHNICIAN: Thetimeis5:11 p.m.
12  not. 12 Were going off the record.
13 Q Okay. But asyou sit here today -- 13 (Whereupon, a 5:11 p.m., the
14 A Uh-huh. 14 deposition of YVETTE R. AUSTIN
15 Q -- you have no opinion whether or not 15 was concluded.)
16 there are mesotheliomasthat are unrelated to 16 oAk %X
17 asbestos? 17
18 MR. CORDANI: Objectionto form, asked | 18
19 and answered. 19
20 THE WITNESS: | do not have that opinion | 20
21 nor do | need it to estimate -- to actually look 21
22 @t the claimshistory of agiven company or 22

87 (Pages 342 - 345)
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Page 49

A. Real | y | ooki ng at what was done
In the Sackett report and observing that -- |
know what he -- | know he did reall ocate
sonething |like 30 percent of Aldrich's
unknown cl ains and 20 percent of Mirray's
unknown clains to -- to be nmesothelionas.
So | | ooked at that and, you

know, ny opinion is that it's just flatly

I nconsistent with everything I -- | know
about that based on theory and -- and
evidence. So as | -- because | |ooked -- |

| ooked at that data and found that that
real | ocati on doesn't nake any sense.

Q So you didn't do your own
anal ysis of the disease m x of clains brought
agai nst the debtors?

A. | -- no, that wasn't part of ny
assignnent. | don't -- | -- other experts
may have been tasked with that, but | would
say that it's ny opinion that his
real |l ocati on doesn't pass the blush test.

Time and time again we see, you

Veritext Lega Solutions
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know, maybe 1 or 2 percent of the unknowns
are transitioning to nesos. | have no reason
to think that wouldn't be the case here.

just -- but | can tell the court that the

nmet hodol ogy he's using, where he's assun ng

t he unknowns | ook |i ke the knowns just

doesn't have any basis in -- in -- in
econom ¢ theory or -- or enpirical evidence.
Q Does Dr. Sackett's report assune

t hat unknown di sease clains are nore |ikely
to resolve as a malignant di sease case than a
nonmal i gnant di sease case?

A. Again, it's ny understandi ng he
transitions approximately 30 percent of
Al drich's unknowns to meso and 20 percent
to -- for Murray. So it's not all of them

but it's just a nmuch, nuch bigger percentage

than |'ve ever seen anyone -- anyone do. And
It doesn't have any basis in -- in theory or
evi dence.
Q Ckay.
MS. BARNETT: |'mgoing to mark

Veritext Lega Solutions
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Page 150

Dr. Sackett uses actual inflation rates
observed over the period 2020 to 2024. And
then from 2025, he uses expected annual

I nfl ati on based on expectations as of March
2025, right?

A. Yes.

Q So he's using future inflation
expectations from 2025, which is the year his
report was submtted, right?

A. Yes.

Q. And then he took his nom na
ri sk-free discount rate from June 20207

A. Yes.

Q So do | understand correctly that
your opinion is that it's an error to
cal cul ate the real discount rate using
expectations in 2020 for the nom nal discount
rate and expectations in 2025 to cal cul ate
the inflation rate?

MR. HIRST: Object to the form
of the questi on.

THE W TNESS: | nmean, the real
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di scount rate is just the difference
bet ween the nom nal discount rate and
the inflation rate.

So what |'m saying is the
problemis because of this m smatched
time period, he's creating a negative
real rate. He's creating this
Situation that we've never seen before
for any period of tinme and just
couldn't potentially persist for the
next 40 years of his -- his forecast.

So by using -- it -- there's --
there's several problens, what he's
doi ng, but one problemis by using
these m smatched time periods, he's
got nom nal rates at their -- you
know, the | owest point in, you know,
menory, you know, during COVID, when
the -- you know, the Fed funds rate is
bei ng kept extrenmely | ow and, you
know, there's |ot of things going on

that are market distortions. And he's
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combining that with an inflation rate

that's, you know, years |ater,

expectations about inflation years

| ater, and when -- when inflation

expectations are nmuch higher.

And so he's creating this --

t his anomal ous un- -- unsupported

negative real discount rate. It's

maki ng his estimate nmuch, nuch -- his
net present value estimte nuch bigger
than it otherw se woul d be.

There's just -- there's just no
foundation in economcs for -- for

doi ng that.

BY MS. BARNETT:

Q Is it fair to say that the error
you're describing here is the use of
expectations for one elenent from 2020 and
expectations for another elenent in 20257

MR. HIRST: Object to the form
of the question, asked and answer ed.

THE W TNESS: | nmean, that's --
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that's -- yes, that's one problem
It's not -- it's not the only problem

but that's one -- that's one
significant problemw th what he's
doi ng.

BY MS. BARNETT:

Q Wuld it have been error if he
did his calculation using an inflation rate
from expectations in 2020 and a nom na
di scount rate using expectations from 20257

A There's a | ot baked into that
question. | nean, it's -- |I'mputting aside
for the mnute his use of risk-free rate.
He's made a deci sion about that and it's --
you know, | don't -- | don't know that that's
appropriate given the circunmstances here.

But just putting that aside for
the mnute, it still is not appropriate to
take a -- you know, a daily yield -- a daily
Interest rate fromJune of 2020, when we had
this wildly aberrational period that no one

expected, you know, would persist for |long at
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all, never the -- never m nd 40 years, and to
say okay, that's the rate; | have these --

this liability that |'m projecting out from

now until 2059; I'mgoing to use this -- this
daily treasury yield on -- in June 2020.
It's -- you know, he says it has sone average

of 1 percent. And I'mgoing to say that's

the rate at which I'm going to discount back

this -- this, you know, 40-year expected
liability.

Like it's -- even -- even -- soO
even when he corrected the -- the match in

time problem there's no way he should be

using a -- a discount rate from such an
anomal ous period to -- as part of his
valuation of this very -- this, |ike,

long-termliability.
Q " msorry, I -- I'"'mjust alittle
conf used.
So your opinion in this section
of your rebuttal report related to inflation

and di scount rates is not that he used an
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inflation rate and a nom nal discount rate

taken fromdifferent points in time?

MR. HIRST: Object to the form

THE W TNESS: Yes, and
that's -- that's certainly one
foundational critique. And it's a
vi ol ati on of econom c principles to be
doi ng that.

And | would say in addition --
and | talk more about this -- that
even if he were to correct the
msmatch in tinme, as you were
suggesting in your prior question,
it's not appropriate to take a -- you
know, a -- a -- a daily rate froma
hi ghly unusual econom c tine period, a
tenporary aberrational time period,
and peg that, use that as anchor, to
di scount back a 40-year stream of
liabilities. It's just not -- it
doesn't make any econoni c sense.

He has the value of a -- like a
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$10 mllion claimin the future
becom ng $20 mllion when he discounts
it or something like -- there's --

there's ridicul ous things happening.
He's having the outyears becone very
heavily wei ghted because he's
inflating at this sort of supercharged
rate from 2025 and di scounting back at
this very unusually low rate from
2020.

So this -- that -- that part's
just wong. But it's also just
picking this isolated tine period and
saying given what I'mtrying to do
here, which is discount back to the
present this streamof liabilities for
t he next 40 years, picking this very

unusual daily treasury yield rate

and -- and assum ng that's going to
| ast forever, just -- there's no --
there's no grounding that. There's no

econom ¢ basis for making that
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deci si on.

BY MS. BARNETT:

Q | didn't nmean to ask you any
gquestion about if he had corrected this
error.

My question was, you're pointing

out that he uses inflation and nom nal

di scount rate, one from 2020 and one from
2025. And nmy question was, would it also be
an error or a violation of economc
principles if he had flipped them and taken
t he discount rate from 2020 -- no, the other
way -- the inflation rate from 2020 and the
di scount rate from 20257

A. I --

MR. HIRST: Object -- object to
the form of the question.

She answered the question you
had previously asked, but she can
answer this one.

THE W TNESS: Yes. | would --

| would have the sane issue with that.
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that social inflation should more or less net out to
zero.

0 But you do not account for it in your
estimate here?

A That's correct.

0 In terms of a discount rate, you state in
your report that you used the risk-free rate to
create a net present value.

What is the risk-free rate as you applied
it in this estimate?

A The risk-free rate that I'm using is based
on U.S. government treasuries.

Q And in footnote 91, which is also on page
41 of your report -- back to McKnight Exhibit 1 --
you say that you used the June 2025 risk-free rate
as a, quote, better proxy for long-term rates.

Why is June 2025 a better proxy for
long-term rates?

A If you look at the average risk-free rate
from 1928 to 2024, the average treasury yield was
4.5 percent, which is, you know, nearly identical to
the rate in June 2025. So I see the rates as of
June 2025 to be a good proxy for what the treasury
bond yields are in a normal economy.

Q Why wouldn't you have used the June 2020
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888.433.3767 | WWW.PLANETDEPOS.COM

Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc

15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:
15:

15:

55:

55:

55:

55:

55:

55:

55:

55:

55

55:

55:

55:

55:

55:

55:

55:

55:

56:

56:

56:

56:

56:

56:

56:

56:

08

11

11

13

14

14

18

23

:25

29

29

32

40

46

50

54

58

02

04

07

14

16

21

28

32



© 00 N O

10
11
12
13
14
15
16
17
18

19

20

21
22

Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc

Exhibits A-G Page 210 of 318
HIGHLY CONFIDENTIAL

Page 1

UNI TED STATES BANKRUPTCY COURT
WESTERN DI STRI CT OF NORTH CARCLI NA
CHARLOTTE DI VI SI ON

___________________________ X
In re )
)

ALDRI CH PUW LLC, et al., ) Case No. 20-30608
)
Debt or s. )
___________________________ X

H GHLY CONFI DENTI AL - PROFESSI ONAL EYES ONLY

SUBJECT TO PROTECTI VE ORDER

VI DEOTAPED DEPOSI TI ON OF
CHARLES HENRY MULLI N, PH.D.
Monday, May 4, 2026
10:12 a.m EDT to 6:30 p.m EDT

Reported by: C ndy L. Sebo, RVR, CRR CLR, RPR,
CCR, CSR, RSA, CA CSR 14409, NJ Certified CR

30XI 0024460, NJ Certified RT 30XR0O0019500, NM CSR
589, NY Realtinme Court Reporter, NY Association
Certified Reporter, OR CSR 230105, TN CSR 998, TX
CSR 12778, WA CSR 23005926, Renote Counsel Reporter,
Li veLitigation Authorized Reporter, Notary Public
Job No. 8052481

Veritext Legal Solutions
215-241-1000 ~ 610-434-8588 ~ 302-571-0510 ~ 202-803-8830




Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 211 of 318

HIGHLY CONFIDENTIAL

Page 50 Page 52
1  but-- sothe primary source at this point is 1  you compareits overlap on mesotheliomaclaims,
2 theinformation brief, but it's-- I've seen 2 youknow, it'svery high. Inthelast
3 nothing that's inconsistent with that statement. 3 four years, they were both in the tort system.
4 Q. | want to make surethat you're 4 Overthelast five years, it had amost a
5  giving me acomplete answer. So I'm going to 5 90 percent overlap.
6  direct your attention to Paragraph 135 in your 6 If you -- similarly, if you look
7  report. 7 @t --through the PIQs and you look at what is
8 L et me know when you're there. 8 thealleged source of exposure, you're going to
9 A. | amthere 9  seethat it's overwhelmingly gaskets and
10 Q. Okay. InParagraph 135, youmakea |10  packing. And so every sourceyou gotois
11  similar statement. Asin Paragraph 3, you say: 11 affirming that that's the nature of it, not
12 Most claims against Aldrich and 12 ex- -- not the -- exclusive to the exclusion of
13 Murray assert gasket and packing 13 everything else, but the vast mgjority of the
14 exposures, the same exposures alleged 14  clamsaredriven by gaskets and packing
15 against Garlock and JCI. In fact, 15  exposures.
16 Garlock and JCI were among the debtors 16 Q. Areyou offering any opinion about
17 suppliers of asbestos-containing gaskets 17 what numerica fraction of claims against
18 and packing. 18  Aldrich and Murray and their predecessors assert
19 And you cite an affidavit of 19  gasket and packing exposures?
20  Carl Schwertz. 20 ATTORNEY M. HIRST: Object to
21 Do you see that? 21 the form.
22 A. ldo. 22 Go ahead.
Page 51 Page 53
1 Q. Whois Carl Schwertz? 1 THE WITNESS: That'snot a
2 A. Carl Schwertz is an attorney who 2 statistic I've tried to explicitly
3 hasdefended claimsfor, | think, all three 3 quantify. I'musing it in the context
4 of -- well, the debtors, Garlock and JCI. 4 of showing that other defendants are
5 Q. What firmis he with? 5 comparable to them. Soit's--it's
6 A. | don'trecal. 6 really part of what would be comparable
7 Q. Istheaffidavit of Carl Schwertz 7 defendants and that there'salarge
8  something that you would rely on to make the 8 overlap in the claimants.
9  statement The vast bulk of the asbestos claims 9 But | have not triedto go in
10  against the debtors relate to gaskets and 10 and give an exact numerical
11 packing? 11 guantification of that.
12 A. | don'tthink it's necessary for 12 BY ATTORNEY J. WEHNER:
13 that, but I think it's affirmative. 13 Q. Inyour mind, when you use the
14 Q. Apart from the information brief 14  phrase vast bulk, what does that mean?
15  and the affidavit of Carl Schwertz, do you have | 15 A. Whilel haven't -- | said tried to
16  any other basis for the statement that the vast 16  doaspecific quantification. You know, it's -
17  bulk of asbestos claims against the debtors 17 | think north of 90 percent of the claims are
18  relateto gaskets and packing? 18  making those types of alegations, if | had to
19 A. Sotheremainder of what's really 19  givearough estimate sitting here.
20  Appendix C shows the -- numerically the overlap. | 20 Q. Andwhat isthat 90 percent
21  Youcan see for example, that whenyoulook at |21  estimate based on?
22 Garlock, who's a manufacturer of gaskets, and 22 A. | haven't run atabulation, but if

14 (Pages 50 - 53)
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Page 218 Page 220

1 In Paragraph 93 on Page C-1 of 1 A. Sol'mhighlighting -- asit says

2 your rebutta report, we find a Figure 39, which 2 inthe-- Paragraph 96 right below it, | define

3 looksvery similar, but it has some different 3 anillustrative midrange estimate, which isthe

4 discount rates; isthat right? 4  onethat's highlighted, and then | provide a

5 A. It'sgot6.11instead of 6.5asa 5  depictionin Figures 42 and 43 of comparing the

6  subgtitution. The 4.5 staysthe same. 6  historical to projected future expenditure under

7 Q. Okay. 7  that illustrative scenario.

8 And then afew pagesin, we 8 Y ou could do asay -- similar

9  haveyet another -- another figure, 41, that has 9  chart for every scenario, but we'll preserve
10  acollection of component-based forecast ranges. | 10  thetreesalittle bit and just show the one.

11 What is this one? 11  Butthat -- you get, generaly, how that fits
12 A. Soinmy initia report, | had 12 relativeto your projected incidence curve. So
13 considered three scenarios for the actuarial 13 it'sshowing how they're tracking.
14 curvefor future asbestos claims or mesothelioma | 14 Q. Asbetween Figure 29 in your
15 clams. Onethat'sapurely occupational 15  Corrected Initial Expert Report and Figures 39
16  curve-- that'sthe O percent non-ACP is what 16  and 4l inyour rebuttal report, do you have a
17  that'slabeled -- 17 preference as to which one we focus on?
18 Q. Right. 18 ATTORNEY M. HIRST: Object to
19 A. --onethat incorporates 10 percent 19 the form.
20  of the non-ACP; and one that incorporates 20. 20 THE WITNESS: | think it'sa
21 All of those are in my working 21 mistake in something of this nature to
22 papers. | think Ms. Austin notes that, that 22 focus on one particular scenario.

Page 219 Page 221

1 there's more scenarios in the working papers 1 Nobody knows the world that well.

2 than| putinthe report itself. 2 The approach that | took

3 The additional -- what you're 3 instead was -- the pure occupational

4 looking at that is Figure 41 isjust putting in 4 curve, | am very confident is going to

5  theonesthat are the 10 percent. Sothe 5 understate liability. The plus

6 initia report, the table had the O percent 6 20 percent, I'm also very confident is

7 non-ACP curve and the 20 percent non-ACP curve. 7 going to overstate the number of

8  Andthe 10 percent wasjust in the working 8 future claims.

9  papers. 9 Y ou can compare that to what's
10 So for two reasons, both for 10 even occurred in the five years since
11 completenessto show it but also the 10 percent 11 the petition date of namingsin the
12 non-ACP curveisthe actuarial curvein my 12 tort system. So thetruth'sin the
13 forecast that most closely aligns with 13 middle. The middle range of
14  Ms. Austin's forecast of the actuarial shape of 14 10 percent iswhat | would prefer as a
15  future mesotheliomaclaims. 15 best estimate.

16 So if you thought of her 16 Similarly, the 3-, 5- and

17 independent assessment of the shape of that 17 10-year calibration periods -- |

18  mesotheliomacurve, that really alignsto my 18 included al of them, mostly to

19 10 percent scenario. So | included the numbers 19 demonstrate that the answer isvery
20  therefor reference as opposed to just in the 20 insensitive. The debtors' -- both

21 working papers. 21 debtors' settlement history has been
22 Q. Why isone of them highlighted? 22 very stable.

56 (Pages 218 - 221)
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1 The 10-year curve tends to be 1 estimate if you want atrust rate of

2 alittle -- the 10-year period tends 2 return than the 6.5, which | was doing

3 to be alittle bit higher. That's 3 an upper bound on.

4 mostly because the Murray claim values 4 So I'd encourage a 6.1 if

5 have fallen distinctly over that 5 discounting at the trust rate of

6 10-year period. And soif you reach 6 return is what the court would desire

7 back to those older ones, the value 7 to do.

8 goes up some. 8 BY ATTORNEY J WEHNER:

9 So at this point, | would 9 Q. Allright. Soout of Figure29in
10 encourage the court probably to stick | 10 the Corrected Initia Expert Report, Figure 39
11 with the three-year periods given 11  intherebuttal expert report and Figure41in
12 that's what the Brattle expert report 12 therebuttal report, | take it you are directing
13 does, that's what the Sackett report 13 your attention as to the best estimate to the
14 does and any other periodsit's really 14 fourthline down in Figure 41 of the rebuttal
15 insensitiveto. So just for ease, but 15  report, three years, historical trend 6.11,
16 weve actually shown it doesn't really |16 10 percent non-ACP?
17 matter. 17 A. If the court were to say it wanted
18 So I'd use the 3 percent -- 18  todiscount at the trust rate of return, if the
19 the three-year calibration period. 19  court said it -- | would direct it towards that
20 I'd use the 10 percent non-ACP. | 20  line. If the court said it wanted to discount
21 think the historical trend is most 21  atarisk-freerate of return, then I'd switch
22 appropriate for the ASV. 22 the6.11to 4.5 percent, which -- so three years

Page 223 Page 225

1 And asfar as the discount 1  higtorical trend, that gets you about 6.25, |

2 rate, I'm going to leave that one -- | 2 think.

3 can tell you what's appropriate 3 Q. 6.25. Okay. Gotit.

4 depending on the question the court 4 Okay.

5 wants to ask, but I'm not going to 5 A. But, again, the exact number, we --

6 tell you which one the court should 6  wearen't going to get the last million or

7 adopt. That dependswhat questionthe | 7 2 million right when you're projecting something

8 court wants answered. And so I've 8 40 yearsout, so you're kind of seeing the

9 quantified that. 9  sengitivity of changing some parameters about
10 | wouldn't usethe 6.5. The 10  that.
11 6.5, as| said in my affirmative 11 Q. Dol understand correctly in
12 report, is an upper bound of what | 12 Figure 29, and | suppose alsoin Figure 13 --
13 think the trust rate of return would 13 I'msorry -- Figure 29 in your Corrected Initial
14 be. | think the actual rate would be 14  Expert Report, and | suppose also in Figure 39
15 alittle lower. 15  of your rebuttal expert report, you apply a
16 Brattle went through the 16  propensity to sue of 77 percent for Aldrich and
17 effort of quantifying -- kind of 17 63 percent for Murray?
18 modeling the investment portfolio, and | 18 A. It's-- Paragraph 149 has those two
19 instead of creating an upper bound, 19  percentagesinit.
20 produced a point estimate. Sol -- 20 I'mtrying -- let me see. . .
21 thereason | redid these at 6.1 -- 21 (The witness reviews the material
22 because | think that's a better point 22 presented.)

57 (Pages 222 - 225)

Veritext Legal Solutions
215-241-1000 ~ 610-434-8588 ~ 302-571-0510 ~ 202-803-8830



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 214 of 318

HIGHLY CONFIDENTIAL

Page 226 Page 228
1 THE WITNESS: So to be clear, 1 Q. Right. But you haveto pick an
2 those are based -- if you look at 2 incidence curve?
3 Footnote 168, that -- those are using 3 A. Right. Soit's-- there'sthree
4 the incidence curve with the cohort 4 different incidence curves --
5 adjusted incidence that includes 5 Q. Right.
6 10 percent of non-ACP. 6 A. --threedifferent caibration
7 So if you went to pure 7  periods--
8 occupational, the propensity to sue 8 Q. Right.
9 would go higher because you'd be 9 A. --sothat givesyou nine different
10 dropping the number of claimsdowna |10  potentia sets. Each one of those unique
11 little. If you went to the 11  combinations would have a different propensity
12 20 percent, the propensity to sue 12 tosue
13 would be alittle lower because you 13 Q. Okay. Sothe77 and 63 aren't
14 would be adding more claimsto the 14  applied across al of the estimatesin
15 incidence, but you aren't changingthe |15  Figure 29?
16 number of claims that they actually 16 A. No. It would be erroneous to do it
17 received. 17 that way.
18 Each forecast is done relative 18 Q. Okay.
19 to its own incidence curve, so that 19 | thought perhaps maybe that
20 applies for the 10 percent curve. 20  wasthe reason we were getting to the 10 percent
21 BY ATTORNEY J. WEHNER: 21  inFigure 41, the 10 percent -- the -- the focus
22 Q. InFigure29inyour Corrected 22 onthe 10 percent non-ACPincidencein
Page 227 Page 229
1 Initial Expert Report, are you using a 1 Figure4l.
2  propensity to sue calculated with respect to a 2 A. No. The 10 percent focus, as |
3 10 percent non-ACP incidence curve in those 3 said, comesfrom two reasonsthat | -- | think
4 lineswhich you have a0 percent non-ACPasone| 4  theO percentistoo low. The 20 percent istoo
5  of the assumptions under your scenario 5  high when you compareit to the history in the
6  parameters? 6  tort system for thelast five years. So the
7 A. No. 7  right answer is somewherein the middle.
8 Q. Soareyou recalculating the -- the 8  Tenpercentisthe midpoint. It asoisthe
9  propensity to sue at O percent non-ACP? 9  curvethat aligns most closely with Ms. Austin's
10 A. Each scenario hasitsown 10  curve
11  propensity to sue -- 11 For the next 10 to 15 years, my
12 Q. Okay. 12 10 percent curve and an actuaria shape and her
13 A. -- the denominator, so the number 13 curveareamost right on top of each other.
14 of applicable claims the universe could come 14  They'redifferent amplitudes, but the actuarial
15  from, comes from the non-ACP incidence. 15  shapeof the curveisvirtualy identical to
16 The numerator depends on whether 16  the 10 percent scenario. Soif you -- if |
17  you'reusing a3-, 5- or 10-year calibration 17 wereto adopt her curve, for example, | would
18  period. So we do the propensity to sue over 18  get something very, very similar to the
19  thelast threeyears, so we'll look at total 19 10 percent scenario.
20  incidencefor the last three years and total 20 Q. Okay.
21  clamsinthe numerator. Or you expandthatto |21 Let'sturn to Appendix D of
22  5years, or you expand that to 10 years. 22 your Corrected Initial Expert Report, Figures 45
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Page 266 Page 268
1 Q. Okay. Let'sturn to Paragraph 49. 1  generdly, their returns correlated north of
2 I'm sorry. | apologize. 2 .9 it'sabout .95. Sothey'real adopting
3  Figure49 -- 3 very consistent strategies acrossthe
4 A. Ah. 4 portfolio, which only gives you more confidence
5 Q. --PageD-15. 5 inforecasting what another trust would do
6 Figure 49 is entitled Gross 6  given how tightly correlated al the strategies
7  posttax rate of return for select 524(g) trusts. 7 ae
8 Do you see that? 8 Q. If they'reall adopting the same
9 A. ldo. 9  strategies, why don't they all have the same
10 Q. There youlist -- what isit? -- 10  return?
11 12 trustsand their 2010 to 2024 gross posttax 11 A. They can have different payment
12 ratesof return. 12 horizons. They don't buy the exact same assets,
13 Do you see that? 13 sothere's-- you know, in -- in general, you
14 A. ldo. 14  seevery sSimilar strategies acrossthemin a
15 Q. Doyou know why the Manville 15  very strong correlationin returns. They aren't
16  Trust'sreturnisso much higher than the other 16  identical.
17  ones? 17 Q. Areyou familiar with the term
18 A. | don't recall specifically sitting 18  risk-freerate?
19  here. 19 A. Yes.
20 Q. Do any of thetrusts that you used 20 Q. What isarisk-free rate?
21 inyour analysis hold funds adequate to pay al 21 A. It'sgeneraly viewed as arate of
22  claimsthey were responsible for at the full 22 return absent arisk premium.
Page 267 Page 269
1  clamvaue set out in the trust documents? 1 Q. InFigure29 on Page 58, for those
2 A. Most of these are going to have 2  edtimatesthat use a4.5 percent discount rate,
3 been known to beunderfunded inthesenseatthe | 3 do you regard that 4.5 percent discount rate as
4  timeof confirmation. So the -- or the schedule 4  arisk-freerate?
5  of valuesdidn't reflect the historical tort 5 A. | think it so happens here that
6  valuesisthe other reason why some don't. 6  that 4.5 aligns both with the historical rate of
7 But there's a-- you know, so 7  return of trusts during a lower interest rate
8  man- -- many of them weren't set up that way. 8  environment of thelast 15 years and with what's
9  Thedebtor wasinsolvent. So they're still 9  generaly forecast as arisk-free rate of return
10  managing them to pay asmuch aspossible, but |10  kind of on along-term -- on a prospective
11  they have a payment percentage less 11  basis.
12 than 100 percent for most, if not al, of 12 So you could -- it works for
13 those. I'm not sure. 13 either of those by coincidence, so you can give
14 Q. Doyouknow why eachtrustyouused |14 it either interpretation.
15 inyour calculation selected the portfolio of 15 Q. Andyou arrived at it asthe --
16  investmentsthat it did? 16  well, let me ask you: How did you arrive at
17 A. It'svery consistent across all of 17  that 4.5 percent?
18  them. The-- | have not interviewed or spoken 18 A. Sowhenl did -- the6.5isthe
19 tothem. Sol canlook at the economic 19  prospective risk-free rate plus the
20  principlesthat underlie how they're investing, 20  200-basis-point spread, which would also put the
21 but | haven't had a specific discussion. 21 45 attherisk-freerate. Thosetwo go
22 And they -- across the trusts 22 together. So it happensto also align with what
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1  wasthehistorical rate of return for trustsin 1 andl agree. He mentioned about it'sthe
2 alower interest rate environment. So | knew it 2 payer'sdefault risk that mattersin terms of
3 covered both scenarios. 3 fromthat perspective.
4 So whichever -- if the court 4 So if you really want to bein the
5  wanted the historical rate of returnin alower 5  tort system, you could use the debtor's default
6  interest rate environment of the trusts or the 6  risk, which would be above the risk-free rate
7  prospective risk-free rate, that calculation 7  because they're not -- no corporation is
8  works becauseit's really the same number. 8  guaranteed to be around for the next 40 years,
9 Q. On Page 59 under the heading 9  and--if you really wanted to view it through
10 Discount rate, you reference U.S. Treasury notes | 10  that lens.
11  having a4.5 percent rate of return? 11 Y ou could view it through the lens
12 A. Correct. 12 of what claimants would be willing to discount
13 Q. Canyou give me some specifics 13 for their claims. They generally have higher
14  about which Treasury notesyou're talking about? | 14 discount rates than corporations, so that would
15 A. So Footnote 191 on Page D-16 isthe 15  giveyou agreater discount rate. Claimants
16  support for the statement in Paragraph 168 of -- | 16 are frequently more eager to get their money
17  sothedatethat | pulled them on ahead of the 17  than corporationsare. Asagenera rule, they
18  report was August 22nd, 2025 interms of looking | 18  discount more heavily -- individualsin
19  atthe5-, 10-, 20- and 30-year Treasury yields 19  genera -- than corporations, not just
20  onthat dateto look at things prospectively. 20  claimants.
21 And then the next paragraph has 21 So the -- the net present value
22  thecitation to the Congressional Budget Office |22  calculationisfor what purpose? If you want
Page 271 Page 273
1 forecast. 1 todoitfor GAAP accounting in the U.S., you
2 Q. Sothesimple average of the 2 dontdiscount. It'sanomina number because
3  5-year, 10-year, 20-year and 30-year notesis 3  that'stherule.
4  wherethe 4.5 percent comes from? 4 If you want to do it for
5 A. For U.S. Treasury notes, yes. 5  accounting in Europe, the ruleisrisk-free
6 Q. Doesaninvestment mix that 6  accounting, risk-free discounting because
7  provides more return than risk-free rate expose 7  that'sarule, and it's consistent across.
8  aninvestor to an additional amount of risk? 8 If you want to do it for funding a
9 A. Generdly, yes. 9 trust to know you'll have enough money to pay
10 Q. Why areyou using trust returnsto 10  theclaimants, the economically rational thing
11 inform your discount rate in atort system 11  tolook at isatrust rate of return.
12 estimate? 12 Thisiswhy | say it depends what
13 A. Sol redly view the tort system 13 thejudge wants. | don't know what net present
14  estimate as the nominal expenditure for each 14  vauethejudgeis going to desire because the
15  year going forward into the future. 15  order doesn't say for what purpose, and the net
16 If you're in the tort system and 16  present value differs with purpose.
17  youwant to say, What's the net present value 17 So if you want therisk and the --
18  of that, you have to say, For what purpose or 18  trustsinvest relatively heavily in high-grade
19  from whose perspective? So those payments 19  corporate debt and municipal bonds, which the
20  naturaly would have the default risk of the 20  two debtorsfall under. So their default risk
21  debtor. That'sthe payer. 21 would be very similar to atrust rate of
22 That's the place where Dr. Sackett 22 return. Soyou could really -- if you wanted
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Page 274 Page 276
1 itfromatort system risk of default, you 1 trendline, going out? And you can argue over
2 wouldn't userisk-free. You'd have to take the 2 how much.
3 payer'sdefault risk, which would be very 3 I include none of them, which will
4  similar to atrust rate of return. 4  beapure occupationa curve, 10 percent of
5 Q. Turning back to the estimates that 5  that group and 20 percent of that group. In
6 aresummarized in Figure29 on Page 58 of your | 6  their affirmative reports, both Sackett and
7  corrected initia report, there's a column 7  Brattleinclude O percent of the
8  called Non-ACP incidence. 8  nonoccupational.
9 Do you see that? 9 Brattle held out a Walker model
10 A. Yes 10  that would take that into account and provided
11 Q. Canyou explain what that column 11  thatinarebuttal report later, which hasa
12 represents? 12 very similar curve, dightly below my
13 A. Sowhen modeling aggregate U.S. 13 20 percent model. And similarly, Austin's
14  population mesotheliomaincidence, the Nicholson 14 report is below my 20 percent model, close --
15  model framework that each expertisusingsome |15  closer to the 10.
16  version of -- they may do other thingsin 16 Q. InFootnote 165 in Page D-3 of your
17  addition to that, but each expert's using some 17  report, you state that:
18  version of that -- it looks at the frequency and 18 The available data does not
19  intensity of exposure to asbestosin agiven 19 identify which mesotheliomas are
20  industry-occupation pairing. And it calculates 20 asbestos-related and which are not.
21 how much excess mesothelioma comes out of that, 21 Do you see that?
22 And the Nicholson report is very clear that's 22 A. Yes
Page 275 Page 277
1 notdl of the mesotheliomain the country. 1 Q. What -- what do you mean by that?
2 That'swhat comes out of those occupations for 2 A. Sothenationa cancer incidence
3 that exposure. 3 registries -- which are, in theory, a
4 Thereis aso awell-understood, 4 comprehensive survey of al mesotheliomafrom
5  shall we say, idiopathic or background rate of 5 2001 forward and a sample of that in prior
6  every form of cancer. So cancersingenera 6  years-- they tell you certain demographic
7  come off of cell turnover, and that leadsto 7  characteristics of the individuals diagnosed
8  cancersat different ratesin every part of the 8  with mesothelioma. So they give age; they give
9  human body. So not all mesotheliomaiscaused | 9  you gender; they give you geographic information
10 by asbestos-containing products. And you're 10  about wherethey currently reside. But they
11 redlly breaking that into two parts. 11  don't give you their occupational work history.
12 All three affirmative experts had 12 So you can't just take those data
13 thetwo parts. Sackett's report has a excess 13 ontheir own and start classifying the
14  mesothelioma and things that are excess, i.e., 14  diagnoses because -- and it's anonymized data,
15  not caused by the asbestos products. The 15  soyou can't match it to the claims data even
16  Brattlereport similarly hasthat, as does 16  though there would be heavy overlap. You can't
17  mine. Sothe-- it's how much of that 17 match it because they don't give you the
18  incidencethat's not caused by 18  deidentifying information.
19  asbestos-containing products. 19 So you can get the aggregate
20 So in the simplist form, just 20  counts by demographic characteristics, but you
21 caused by cell turnover, how many of those 21  can't get awork history tied to those counts.
22  peopleare going to sue, or, in your actuarial 22 Q. Soyou decompose incidence curve
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Page 278 Page 280
1  based on epido- -- epidemiology and demographic/ 1 cancer. That'sreally within the last
2 characteristics to come up with aincidence 2 20years, that line of research.
3 curvethat reflects disease not caused by 3 So there's -- thereés avery long
4  asbestos; isthat right? 4 list of epidemiological studiesthat lead to
5 A. Right. Webuild amodel that fits 5 4l of those things, but that's the basic
6  tothedatathat givesthe best fit to the 6  categories.
7  historical incidence with the figure above that 7 Q. Areany of those epidemiological
8 footnote. 8  studieslisted in the materialsrelied onin
9 Thered linein that figure being 9  your report?
10 theasbestos-related incidence that's coming 10 A. Veryfew, if any. That would bein
11 out of atraditional Nicholson-style model of 11 asupporting report by Dr. Gallardo-Garciaif we
12 excessdisease from exposure. And the yellow 12 got tothat point, because he's really providing
13  line, which isabackground rate, which isan 13  thesupport for that.
14  ate -- constant rate of exposure -- constant 14 Q. Isee
15 rateof incidence. 15 So Dr. Gdlardo-Garciadid
16 Now the population's getting 16  thisanalysis?
17  older, and there's more of us, so the counts 17 A. | sadthe--1 think | said
18  get higher, but the incidence rate stays the 18  earlier | spent about a decade leading the
19 same. Sotheyellow lineisgrowing just 19  research program at Bates White. I'm very
20  becausethe U.S. population is getting larger 20  familiar with it generally. He'staken that
21 andolder. 21 over, over the last decade leading that, so the
22 But incidence rates remain 22 origina order had supporting reports getting
Page 279 Page 281
1  constant through time, underlying the yellow 1 filedlater. Hiswas asupporting report to
2  line 2  mine
3 Q. What epidemiology are you referring 3 We were -- kind of subsequently
4  toinFootnote 1657 4  went to abifurcated trial, so that report
5 A. Inl165... 5  hasn't been filed because we haven't gotten to
6 So part of epidemiology is going 6  thesecond phase. But he would provide this
7 tocomeinintwo places. Part of it isthe 7  part. I'mgeneraly familiar with how it all
8  excessdisease equation. So you think, like, 8  worksbecause | led the program for a decade
9  the EPA risk equation -- that's telling you for 9 inside Bates White. But any of the formal
10 agiven dose of asbestos, how doesthat elevate |10  opinions and all the citations would bein his
11 your risk of mesothelioma. That'san 11 report.
12 epidemiological-based equation. There'sa 12 Q. And-- and for the purposes of
13 bunch of literature underneath that equation. 13  Phasel, isDr. Gallardo-Garcia going to provide
14 The background rates -- similarly, 14  usareport?
15  there'sanumber of different papersthat have 15 ATTORNEY M. HIRST: Object to
16  estimated background rates. Thereisa-- | 16 the form.
17  think -- wasit Tomasetti? -- and I'm trying to 17 Objection -- well, actually,
18  remember the name of the paper that waskind of | 18 maybe we'll just make it easier for
19  theseminal paper on cell turnover and that 19 you.
20  causing abaseline level in al parts of the 20 The answer isno. | mean,
21 human body and -- so really establishing that 21 you're testifying -- you know who's
22 we have this background rate for all forms of 22 testifying --
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A. Yes.

Q Ckay, and what was your PhD

in?
My Ph.D. was in history.
And what was your thesis in?
A It was in Latin American
hi st ory.

Q Anyt hi ng about your work in
obtai ning your Ph.D. that infornms your report
in this case?

A Yes.

Q Ckay. Wiat's that?

A. Any Ph.D. teaches you a nunber
of things outside of the niche topic that
you're working on. It teaches you to
synt hesi ze | arge anounts of data. |t teaches
you to plan and carry out research projects.
It teaches you to place the results of
research in context.

It, you know, there's a wide variety of
skills that come out of it that are not

directly related to whatever the niche topic

800.211.DEPO (3376)
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Rallis. There is and there are two people |
mentioned earlier, Dan Rourke and Mark
Tott en.

Q Al right, so then after |aw

school, your first position out of |aw school

was wth a firmthat -- whose nane |'m - -
well, what was the nane of the firmso |
can - -

A. Hol gain is how you say that
first nane.

Q Hol gain and Garfi el d?

A Yes.

Q Al right, and you were there

A Yes.

Q And what did you do at
Hol gai n?

A | was an associate, and it was
a union-side |abor law firm so | did typical
associ ate tasks, primarily in that --
primarily in that field, sonme of which

i ncluded, | nean, you know, you're a | awer.
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When you' re an associ ate you get all kinds of
assi gnnents.

Q Correct. Any of those
assi gnnents invol ve asbestos?

A. No.

Q Any of theminvol ve nmass
torts?

A Not specifically. There were
sone enpl oynent discrimnation cases, which
not really a mass tort, but it's, you know,
it's, you know, it's nass litigation with
potentially a large nunber of plaintiffs.

Q O her than enpl oynment
di scrimnation cases, anything el se you would
attribute to mass tort or thereabouts?

A No, that didn't really start
until | went to Caplin and Drysdal e.

Q And that was in 2007?

A Yes.

Q And you were at Kaplan until
20207

A Yes.

800.211.DEPO (3376)
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scratch that. Was the reason you didn't
testify live in that case because of your
heal th i ssues?

A No. | believe the reason |
didn't testify was that it was determ ned
that the testinony was -- the subject of the
testi nony was no | onger necessary.

Q Do you know if the court ever

ruled on the notion to exclude you?

A. | was not told of it.

Q O her than in Enmerus, have you
ever -- scratch it. You' ve never testified
in court in any other -- in any case,
correct?

A | was a fact wtness in a

crimnal case in 1995.

Q We' Il scratch that out. [|I'm
sure it was a fine experience for you, but
you have -- you've never testified in court
as an expert like this?

A. | have not yet. This is the

first tine |'ve been asked to do so.
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Q Ckay, soO you've never been

gqualified before as an expert witness in
anyt hing by any court?

A Again, there hasn't -- this is
the first tine |I've been asked to do so.
There has to be a first tinme when you go from
zero to one.

Q Understood. Qher than in
Enerus and this case, have you ever submtted
an expert report with your nane on it in any
ot her cases?

A | have done nunerous expert
reports for other types of clients, either
for trusts or for trust advisory conmttees.
Those are not submtted to a court.

Q Have you ever submtted
anot her expert report in litigation that you
aut hor ed?

A No.

MR. HI RST: Let's take our first
br eak.

THE VI DEOCGRAPHER: We are off the

800.211.DEPO (3376)
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earlier the paynent rate is your effort to
determ ne the percentage of clains that are
resolved with a paynent?

Yes.

Q As opposed to clains that are
resolved with no paynent?

A. Well, | nean, they add up to
100 percent, right. But I'mnore interested
In the ones that get paid.

Q You either get paid -- if a
claimresol ves, you're either going to get
paid or you're not going to get paid?

A. Yes.

Q kay. And if | read the
tabl es correctly and | understand them
correctly your paynent rate for Al drich that
you conputed for nesothelioma is
49. 3 percent?

A Yes.

Q And then it's 21.4 percent
for Murray, correct?

A. That's -- excuse ne, that's

800.211.DEPO (3376)
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what the table says, yes.

Q Ckay. And you used, | think,
the termthat | recall seeing was a
calibration period. |In other words, to get
your payment rate percentage, you took the
| ast three conplete years prior to the
petition date, so 2017 to 20197

A Yes. For all of the diseases
except for lung cancer. | excluded a year
for lung cancer because it was an outlier.

Q And we' Il get to that one
change in a second. W should also, | think,
be clear the year that we're tal kinng about
here is the year the clai mwas resol ved,
correct?

A It is resolved. It's
resol ution here.

Q Ckay. So to be clear, your
paynent rate for, let's focus on
mesot hel i oma, was based on | ooking at clains
that were resolved from 2017 to 20197

A. Yes. And had been filed in

800.211.DEPO (3376)
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2013 or later. Just to nmke sure you have
all the details.

Q And | thought | had that
detail, and that was going to be ny next
question. Wiy did you Wiy did you only
include clains that had been filed in 2013
and into the future in cal culating your
paynent rate?

A W started with 2013 -- |
started with 2013 for cal culating the paynent
rate because I'm-- what |'m nost interested
in for these calculations is I'mtrying to --
so what you're trying to do is get the
paynment rate for the future, right?

| nmean, yes, it's for the pending
clains, but they're a smaller portion of
liability than the futures. And the nost
representative, you know, we have obviously
i nperfect data of what's going to happen in
the futures and it hasn't happened yet.

So what the nost, you know, what is

likely to be the nost accurate is what
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happened in the nost recent years. And so
for calculating the overall paynent rate,
what |'minterested in is the average over
the last three full years. | excluded 2020.

THE COURT REPORTER |'m sorry.
The last three...

A. The last three full years.
The last three full years. So | excluded
2020 as a partial year. You know, given that
the debtors were aware of their potenti al
pendi ng bankruptcy and possibly sone | aw --
sone law firnms were also aware. \WWatever the
results there may be skewed in sone way, SO
excl uded them and focused on three full
years.

BY MR HI RST:

Q Ckay. And | think that
answers ny question as to why you chose the
resolution years of 2017 to 2019. M
gquestion is, why did you exclude clains from
those three resolution years that had been

filed before 2013 from your pay rate
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anal ysi s?
A For the purpose of these, |

was interested in the nost recent history,
and so that includes the nost recent history
of filing and paynents.

Q Wul d you agree with ne that
i n your experience older pending clains, in
ot her words, clainms that had been pending for
nore years, are less likely to result in
paynment than newer pendi ng cl ai ns?

MR. CROMHER: (Objection to form

A. It depends.

BY MR HI RST:

Q On what ?

A On -- | nean, it depends on
how long -- it depends when you cut off the
period of pending, you know, that they're
pending, right? | nmean, there could be
clainms, and | have seen this in other
non-litigation contexts, there are clains
t hat have been pending for sone tine, and

eventual |y, depending on their resources, a
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plaintiff's firmmy go back to clients'
cases that aren't resolved and work them up
| ater.

So it's a question -- it's partly a
guestion of resources, it's partly a question
of , you know, how long they're pending, it's

partly a question of whether or not there's

new information. It's difficult to answer.
Q Let ne start with, is there
any ot her reason you cut off -- that you

didn't include clains filed before 2013 in
cal cul ating your pay rate?

A. No.

Q Ckay. You nentioned there
could be clains in non-litigation contexts
wher e, depending on resources, a plaintiff's
firmmy go back to the client's case and
work themup later. \What is your experience
wi th that occurring?

A | have generally seen that in
the trust context, and, you know, wth

various matters.
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Q You' ve seen in the trust

context plaintiffs' firnms going back and
refiling older clains in the tort systenf

A No, with the trust, because,
but just in the sane way that a claimis
pending here it's not, you know, once the
debt or knows about it, it's not barred by the
statute of limtations.

The trusts have a simlar provision set
forth in their TDPs, whereas once a claimis
filed with the trust, the statute ceases to
run. So in that way, it's simlar.

Q Have you ever seen any sim|lar
scenario in the tort systen?

A Do you nean where a pending
cl aimcan be resolved after a | ong period of
time?

Q Wher e ol der pendi ng clains
where a plaintiff's firm goes back and
refiles older pending clains or seeks to
resol ve |l ong pending clainms, yeah, in the

tort systenf
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A. To the extent that there are

clainms that are resolved after a | ong peri od
of time, sonething has to happen in order for
that resolution to occur. And whether |, you
know, | don't know whether that inpetus cones
from in any specific context, whether it
comes fromthe plaintiff's firmor fromthe
def endant, but, you know, there are certainly
resolutions of clains after a significant
period of tine.

Q Have you done any study to
determne if you had included clains filed
before 2013 in your pay rate anal ysis how
t hat woul d have i npacted your pay rate?

A Because | chose -- so the
other -- there's a couple of things. Because
| chose 2013, because | thought that that was
the nost accurate way to do it, | didn't run
an alternative to see if it was going to be
different earlier.

| believe Dr. Mullin had a cal cul ation

sonmewhere in his rebuttal report where he
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said it would have gone down.

Q Do you have any reason to
di sagree with Dr. Mullin's opinion that had
you i ncluded pre-2013 filings in the
cal cul ati on of your pay rate that the nunbers
woul d have gone down?

A | don't think Dr. -- | think
Dr. Mullin said what he thought to be
correct. Before | answer that, | would want
to do ny own analysis of that particular
gquestion in order to determ ne whether or not
it was actually -- his conclusion is
accur at e.

Q And let's, let's |look at it
real quick, Dr. Sackett. |If you go back to
Exhibit 2, which is Dr. Mullin's rebuttal
report and page 22, you'll see Figures 16,
17, and 18. Dr. Miullin presents pay rate
percent ages at various | engths of how | ong
t he cl ai m had been pending at resol ution.

Do you see that?

A. Sorry. | was --
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Q Yeah, no, no.
A | was just looking at it in
general. Could you direct ne to where you

want nme to | ook?

Q So Figure 16, 17, and 18,
woul d you agree with ne that this is Dr.
Mullin's -- you understand this to be Dr.

Mul lin's analysis of the pay rate dependi ng
on how long a claim a nesothelioma claim
actually in this case each di sease, how | ong
t hose cl ains have been pendi ng?

A. | understand this to be Dr.
Mul lin"s cal culati on of paynent rates
dependi ng on the length of tine a case has
been pendi ng.

Q And sitting here today, is it
your testinony you have no opinion one way or
the other whether Dr. Mullin's figures 16,
17, and 18 are accurate or not?

A. As | said, | would assune that
he's being honest. You know, | have no

reason to think that he's not, but | haven't
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done the cal cul ati ons.

Q Ckay. So and you woul d agree
with me that at least as Dr. Mullin depicts
in figures 16 through 18, as it pertains to
nesot hel i oma, the | onger the claimhas been
pendi ng, the |lower the pay rate?

MR. CROMHER: (Objection to form

A So I'mnot entirely sure how
he cal cul ated this because, you know, so if,
if he's saying, for exanple, that, you know,
if clains that are filed -- let's just stick
with Aldrich for the nonent rather than going
through all three tables. There are clains
that are pending for O to 3 years, he's
saying that 46 percent of themare going to
get paid.

And then | expect he's saying that
clains of the clains population renains after
three years during that tine, 22 percentish
woul d get paid. But again, w thout doing the
cal cul ations nyself, |, you know, | don't

want to speak to whether or not his are
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correct.

BY MR HI RST:

Q It's fair to say if you | ook
at Figure 16 and 17, his last rowis 10 plus
years, in other words, clains that have been
pendi ng at | east 10 years of resolution,
correct?

A Yes.

Q (kay. For your pay rate
analysis of the clains resolved in 2017 to
2019, you woul d have excluded all of those
clainms fromyour cal culation, correct?

A Well, they woul d have been
filed before 2013, so --

Q They woul d not have been
I ncl uded.
Yes.
(kay. Are you -- can you nane

for me any other LAS report that has been
submtted in forecasting current and future,
asbestos cl ai m val ues where LAS has --

scratch that.
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Are you aware of in the past LAS
finding, in past reports they've submtted
forecasting current futures asbestos clains
val ues, that LAS has excl uded ol der pending
clains and determ ned that they had no val ue?

A LAS reports depend on the
particul ar case that they're issued in, for
exanple. One of the -- there's sonething
about this case that's unique conpared to
ot her cases that LAS has worked on, and that
Is that this case is -- it's ny understandi ng
that this case is going to pay all clains in
full.

And so given that this case is going to
pay all clainms in full, but, you know, |
think the nost prudent thing to dois to
estimate assumng that clains are going to be
resol ved at sonme point. You know, the clains
that are currently pending, we're now talking
about going out to 2059.

So do I think that they're going to be

resol ved bet ween now and 2059? Yeah. Do |
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thi nk that, you know, given what | know about
law firms going back to old clains and, you
know, seeing if they have new evi dence and

| eaving themup, that it's possible that
those old clains are going to get -- are
going to get paid in the future.

Q Yes. Wiat is it about this
case being a -- I'll refer to it as a full
pay case. Are you okay with that ternf

A Yes.

Q Ckay. Wiat is it about your
understanding that this case is a full pay
case that |eads you to deleting from your
cal cul ated pay rate clains that have been
pendi ng since before 2013?

A That's not what | said.

Q So is there nothing about this
case being a full pay case that |eads you to
deleting all pre-2013 clainms fromthe
cal cul ati on of your pay rate?

A. The pay rate decision was nade

based on trying to get the nbst accurate
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representation of what is going to happen in
the future. That is not -- that has nothing
-- that doesn't have to do w th neani ngful
paychecks. In terns of whether or not |
think it's nore likely that |ong-pending
clains are going to get paid in the future,
given that -- and that it's prudent to
allocate funds for them |[|I'msorry, I'lI
wait until you're finished.

Q No, go ahead, please. |'m
j ust readi ng your answer on the screen.

A | "' m done for now.

Q kay. Wiy is it the nost
accurate representation of what is going to
happen in the future to exclude all clains
filed prior to 2013 in calculating your pay
rate?

MR. CROMHER: (Objection to form

A As | said before, what
happened in the recent past is nore likely to
be -- is nore likely to represent what is

going to happen in certainly the near future,
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and it's the best information we have about
the future. So | am | ooking at what happened
in the recent past.

BY MR HI RST:

Q Wiy is that so? Wy is that a
better representation than including all
clainms that were resolved from 2017 to 2019
I n your pay rate anal ysis?

A. The m x of the claim-- the
mx of clains is likely to change over tine.
For exanple, if I was -- so | don't, you
know, the clains that are filed in 2026 are
nore likely to be like clains that were fil ed
in the recent past than they are |ike clains
that were filed in the distant past.

Q And what is that based on, Dr.
Sackett?

A The fact that there's -- that
that is the best data we have avail abl e.

Q Well, you had all data
avail able for all clains filed and resol ved

-- I"'msorry, for all clains resolved from
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2017 to 2019. Wiy is -- why are the clains
that were -- why are the clains prior, filed
prior to 2013 not equally reflective of what
could happen in the future as clains filed
after 20137

MR. CROMHER: Object to the form

A Most clains -- well, all of
the clains filed after, for exanple, 2020,
assumng that -- let's say the debtor goes
back into the tort system 2026, right? Since
we' ve, our assunption is we are dealing with
a situation where, you know, this is a tort
system resol ution.

So the clains that they're going to
receive in, you know, or would have received
I f they had not been in bankruptcy in 2020,
are going to be nore simlar to clains that
they received in the recent past than they
are to clainms that were received in the
di st ant past.

BY MR H RST:

Q What's your basis to say that?
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A. There's no data to suggest

otherwise. That's why all of us are using
calibration periods that are generally for
recent years.

Q Well, correct me if |I'mwong
t hough, Dr. Sackett, you understand the
calibration periods the other experts use
don't exclude clains that were filed before
2013, do you?

MR. CROMHER: (bjection to form

A. | don't recall how they
created their calibration periods.

BY MR HI RST:

Q Yeah, you said, Dr. Sackett,
there was no data to suggest otherw se in
response to ny question -- yeah, | guess ny
guestion is, what data suggests that clains
in the future will be nore like clainms filed
after 2013 and resol ved between 2017 and 2019
than clains resol ved before 2013 and resol ved
bet ween 2017 and 20197

MR. CROMHER: (bjection to form
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A. Did you nean clains filed

bef ore 20137
BY MR HI RST:

Q Correct.

A Over tine, the tort system
changes, and the conditions in the tort
system are going to change, and the, for
exanpl e, certain defendants may drop out and
go into bankruptcy, plaintiffs may find
addi tional sources of information, many
t hi ngs coul d happen.

And so to suggest that sonething that
happened in the year 2000 is likely to be
nmore simlar to sonething that's going to
happen in the year 2026 than sonething that
happened in the year 2019 doesn't nake any
sense.

Q Well, but we're tal king about
clainms that were all resolved in 2017 to
2019, correct?

A Yes, which is the nost recent

tinme period we have for resolutions.
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Q Under stood. But you've still

excluded a whol e batch of clains that were
resolved in 2017 to 2019 fromyour pay rate,
correct?

MR CROMHER: (bjection to form

A | mean, | both say in ny
report and |I've had and | have said today
that we ook at, | look at clains that were
filed in 2013 or |ater.

BY MR H RST:

Q And can you identify for ne
any data, one way or the other, that supports
your assunption, or that supports your
met hodol ogy for excluding the pre-2013 file
cl ai ns?

MR. CROMHER: (Objection to form

A As | said before, there can be
changes in the tort system For exanple,
arguably you could say that the Garl ock case
was resolved in 2013, and so defendants were
nore aware that they, if they wanted to set

off their liability, they would have to be
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nor e aggressi ve about bringing in other
def endants. Like, things change.

And so, again, the nost recent past is
likely to be nore indicative of the future
than the distant past. 1In the year 2000,
nmost, you know, or 2003, nost clains being
filed, there were far nore non-mnali gnant
clains being filed because the tort system
was different.

The tort system changes over tinme and so
what happened in the recent past is likely to
be nore indicative of what's going to happen
in the imediate future.

BY MR HI RST:

Q In resolving clains in 2017 to
2019, even those individuals who had filed
claimrs before 2013 were aware of what
happened in Garl ock, correct?

MR. CROMHER: (Objection to form
BY MR H RST:

Q Better question: Had the

ability to be aware of what happened to
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Garl ock?

MR. CROMHER: (bjection to form

A | nmean, if you filed a case
before 2013, then you didn't know what
happened in Garl ock because it hadn't
happened yet.

BY MR H RST:

Q But if you resolved it in 2017
or 2018 or 2019, which is the entire
popul ati on we're tal king about here, you had
the ability to be aware of it, correct?

MR. CROMHER: (bjection to form

A You had the ability to be
aware of it, but it's certainly possible that
the nature -- that the evidence that was
devel oped by the debtor was different, the
evi dence that was devel oped by the plaintiff
was di fferent.

It's again, the nost recent years are
going to be nore predictive of the future
than the distant past is.

BY MR HI RST:
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Q kay. | understand that's

your testinony, that things that happened in

the near future are nore indicative -- things
t hat happen in the nore recent past, | should
say, wWill be nore indicative of what happens

in the future and that's your justification
for excluding clains filed before 2013.
Can you point nme to any data or

aut horitative source that supports your
excl usi on of those clains?

MR. CROMHER: (Objection to form

A. In general, as this is the
met hod that LAS uses in other contexts and
it's been accepted in other contexts, | can't
point you to a specific reference that it,
that this is better or worse than anot her
way .
BY MR H RST:

Q Can you nane ne any case Wwhere
LAS has enployed a nethod in calculating its
pay rate where it excludes fromthe

cal culation a certain set of older filed
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clains that were accepted -- where that

nmet hod was accepted by a court?

MR. CROMHER: (Objection to form

A | would have to go through all
of the prior reports and see that. | can't
name one off Of the top of ny head.
BY MR H RST:

Q Sitting here today, you can't
t hi nk of one?

MR. CROMHER: (bjection to form

A Like | said, | don't know the
answer because LAS has done probably nore
than 40 or 50 reports over tine. |'d have to
go through all of them and see.
BY MR HI RST:

Q Let's tal k, staying on paynent
rate, but a slightly different topic. In

appl ying your paynent rate, you assune that

all meso clainms in the future will be
resolved; in other words, will either be paid
or will be dism ssed w thout paynent,
correct?
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A. Correct. We have what, going
up to 2059, so we have, you know, 40 years
fromthe petition date to resolve clains. So
yes, | assune that.

Q And other than the tine period
i nvol ved, what is your basis to assune that
all pending and future clains will ultinmately
result in a resolution?

A. Well, as | said, the first
thing is, is the tine period; secondly, this
Is, again, this -- let's go back to a couple
of earlier things we tal ked about. First,
because this is a full pay case, | am being
inclusive. So | don't want to | eave any
potential clains out of the forecast.

Q Wel |, except when it cones to
cal cul ating your pay rate, right, Dr.

Sackett, where you exclude all the clains
filed before 20137
MR. CROMHER: (Objection to form
A That has nothing to do with

what | just said.
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liability.

Q And that's a good correction.
They lead you to the nomnal liability
nunbers. You'll have to deal with inflation,
di scounting?

A You have to deal with tine.
But yes, it |leads you to the nom nal nunbers.

Q Actual ly, one last thing on
average settlenment values, Dr. Sackett. Do
you recall how close you and Dr. Mullin were
In your reports on cal cul ati ng average
settl ement val ue?

A. | don't recall. | believe
that he, in sonme of his nodels, he assunes a
decline in settlenent val ues, and then sone
of them he does not, but | don't recall
specifically what the actual nunbers were.

Q Ckay. Wiy don't we go back to
Exhibit 2, Dr. Sackett, that's Dr. Mullin's
rebuttal report, and specifically page 17.
And | wanted to direct your attention to

par agraph 28 and Figure 10 at the bottom of
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paragraph 28. Al right, you see that? And
you see there that Dr. Mullin at |east
reports that based on his neasurenents, both
you and he cal cul ated the average settl enent
val ue at $56,000 for Al drich, and you at

$92, 000, and he at $93,000 for Murray?

A. So I'mglad it appears both of
our teans can nmake the sanme cal cul ati ons.

Q Do you have any reason di spute
Dr. Mullin's cal culations of that?

A. Not wi t hout goi ng back and
doi ng them nysel f.

Q But you don't recall one way
or the other how close you and Dr. Miullin
were on average settlenent values sitting
here t oday?

A As | said, | didn't -- | don't
remenber patterns. | don't renenber -- | did
not renenber the particul ar val ues.

Q kay. So let's stay with Dr.
Mullin's report. O the report. | want you

to go back a few pages to page 13, and at the
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little green at the bottom and then goes up
with orange. Do you dispute Dr. Mullin's
cal cul ation that your nom nal forecast for
2020 is, you know, above 160 mllion?

A That is what the graph shows.
The problemwith it is that he doesn't, he
doesn't explain why it |ooks |ike that.

Q W'll get to the problemin a
m nute. M question is focused on the actual
cal cul ati ons, not any conclusions to be drawn
fromthem Do you dispute that Dr. Miullin's
Figure 6 accurately depicts your nom nal
paynment forecast?

A It depicts a nom nal paynent
forecast which, for purposes of cash fl ow,
resolves all the pending clains in the
initial few years, which is why it's so high

Q And that is not what your
forecast called for?

A. That is what, for the purposes
of the cash flow, | assuned that the pending

clainms woul d be resol ved over those years.
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You could all ocate them however you want, but
because | assune that they're going to be
resol ved, that, you know, they're going to
get paid at sone point, and to separate their
resolution fromthe paynent of future clains,
| put -- | noved themup front.

Q (kay. So to be clear, Figure
6 is -- you would agree is an accurate
reflection of your forecast for nom nal
paynments to plaintiffs?

A. For the purposes of
di scussion, again, | don't have these
calculations with ne, and so | would have to
redo them nyself before |I could agree 100
percent. |I'm you know, willing to accept
that for the purposes discussion, but these
are Dr. Mullin's cal culations, not ny
cal cul ati ons.

Q And this is a depiction of
what you expected woul d have happened in the
tort system correct?

A This is a depiction of -- this
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reasonabl e forecast to show the first
forecasted year, 2020, to be up about $160
mllion?

A Those four years represent the
paynment of the pending clains. The debtor
has been in bankruptcy for six years --
al nost six years now. It's likely that the
pendi ng cl ains woul d be paid, you know -- to
the extent that pending clains have been
wor ked up been resolved, for exanple, with
ot her defendants during the paynent -- during
t he bankruptcy -- during the pendency of the
bankruptcy, they would be resol ved sooner.

So for the purposes of the cash flow, |
all ocated the resolution of the pending
clains to the first four years.

Q But you understand --

A There's not extra clains in
there sonewhere, it's just they're allocated
up front.

Q But you understand the

assi gnnent here was to do a
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but -for-the-bankruptcy tort system
extrapol ati on, correct?

A | understood it was to do a
tort systemestimation. | don't know if the
wor ds but -for-the-bankruptcy are included in
the order or not.

Q Well, and if we continue to
tease out your forecast, Dr. Sackett, every
year, | believe, up through 2035 you've
calcul ated the debtors' -- well, Dr. Mullin
has depicted in Figure 6 your calculations to
be above the debtors' single highest year of
i ndemi ty.

Do you see that?

A | see that that is how he has
placed it on this graph. Yes.

Q And |ike you said before -- So
sitting here today, you have no reason to
believe that is not an accurate depiction of
your nom nal forecast?

MR. CROMHER: (bjection to form

A Wthout doing it nyself, as |
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to the different categories. So it has to be
part of it.
BY MR HI RST:

Q So do you understand what a
gross-up is, Dr. Sackett?

A. Yes.

Q kay. So you're telling ne
that cal cul ating a higher |ung cancer pay
rate is or is not part of a gross-up of
nmesot hel i oma cl ai ns?

MR. CROMHER: (Objection to form

A. Know ng how nmuch is going to
be paid to lung cancer clains affects what
the gross-up figure is.

BY MR HI RST:

Q kay. Dr. Sackett, you al so
said in an earlier answer at 158, you said --
| asked you, here's ny question: [As read]
"Explain why it's reasonable, given the
debtors' tort systemhistory, that, why it is
reasonable to forecast that in the first four

years of 2020 the rates will all be above
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$100 mllion, that the total indemity spent
woul d all be over $100 million."™ And you
answered that "Those four years represent the
paynment of pending cl ai ns.

The debtor has been in bankruptcy for
al nrost six years now, and it is likely that
the pending clainms would be paid to the
extent pending cl ains have been worked up and
resol ved. "

But | thought you told ne earlier that
t he bankruptcy had no inpact on your
forecasting?

MR. CROMHER: (bjection to form

A You could also see it a
different way, which is what | did is | took
all the pending clainms and | assuned the
resolution in the first four -- in those
first four years.
BY MR HI RST:

Q Way did you assune that?

A. For sinplicity.

Q Any ot her reason?
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A. No.

Q Al right. Newtopic, Dr.
Sackett. Back to your report, page 8,
paragraph 36. You reference there -- this is
your introduction, first sentence of your
i ntroduction actually, that [As read] "The
report is an initial estimte of the
aggregate anticipated tort liability for all
pendi ng and future asbestos personal injury
cl ai ns agai nst Aldrich and Murray."

Do you see that?

A. Yes.

Q When you refer to "tort
liability," what are you referring to?

A In that particul ar sentence?

Q Let's start with that
particul ar sentence.

A. Sure. Estimating what they
are going to pay in the tort systemfor the
resolution of all their pending clains.

Q And who's that liability to?

A. Some of it isin--1"d
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A In this particular situation
because | -- because |'m operating under the

assunption that claim-- that settlenent
values wll increase with inflation, because,
in general, that's what happens -- prices go
up over tine due to inflation, that's the
first thing you have to take into account
because these dollars are being paid in the
future.

Q You wote you're operating
under the assunption that settlenent val ues
Wil increase with inflation. Wat did you

base that assunption on?

A The trend over the last three
years that -- okay. The anount of noney paid
W ll increase wwth inflation. It's --
they -- | assune that they're going to remain

stable in present dollars. So to make the
future dollars equal present dollars, | have
to inflate them

Q Just so |'mclear when you say

"l assune they're going to remain stable in
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Q For the period 2020 to 2025,
you used actual observed CPlI nunbers,
correct?

A It was either 2020 to 2024 or
2025, | don't renenber where you draw that
cut of f because forecast is as of 2025.

Q And then for the future
clainms, you inflated based on what 'l call
a blended rate; is that correct?

A Yes, | think I call it a
bl ended rate too.

Q Let's start with the -- |
think it was through 2025 but |let ne
doubl e- check here nmake sure ny notes are
correct. Yeah, if you |ook, Dr. Sackett, at
page 22, table 6A, kind of a notes at the
bottom of the table, you wite, [As read]
"cl ai m paynent averages adjusted for
inflation with actual CPI through 2025" and
then 3. 20 percent per year?

A Wi ch footnote are you asking?

Q It's not a footnote, it's the
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bottom of Table 6A on page 22. |It's the
second not e.

A. Yes, with the assunption --
wth the note if it was 3/2025, it would only
have been through August or Septenber 2025
because we didn't have actual --

Q Because your report was
Sept enber 157?

A Yes.

Q Wiy did you decide to break up
your inflation rates this way?

A. Wiy did | decide to create a
bl ended rate?

Q No. Wiy did you decide to use
actuals for 2020 through 2025 and then a
forecast after that?

A. The -- it's partially because
| was thinking of paynents from 2025 onward
as being future and the one -- and the period
from'20 to 2024 as being present. As | said
earlier, I -- 1 could have al so applied the

bl ended rate fromthe period 2020 to 2025.
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That work was al so derived from ongoi ng work
over tinme. | didn't do all of the work for
the report in -- you know, in 2025. | did
pi eces of it over tinme fromwhen | was first
retained through when | submtted the report.

And so, that part was done before | put
the full report together. So when | started
t hi nki ng about the futures, which is when the
noney actually goes out, | focused nore on
what | thought should go into an inflation
rate. | began to reconsider just using the
CPIU, which is commonly used, but | started
to think that it probably wasn't fully
representative of the particular
ci rcunst ances of what the asbestos personal
injury claimant woul d be expecting in a
settl enment.

Q So is that why you didn't use
CPIU for your forecast for 20- -- post-2025
cl ai ns?
A. Yes, because | -- when |

focussed in on the question of what inflation
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25 of your report which is footnote 31

A. Yes, that's what that footnote

expl ai ns.

Q Wiy did you choose these three
conponents to calculate I'lIl call it future
i nflation?

A. Because t hey approxi nate ny
under st andi ng of conponents that would go
into a settlenment for asbestos claim
There's not -- at | east we have not yet seen

any data for this case that breaks down the

settlenents, | don't know if the debtors
mai ntained it or not or if -- but | haven't
seen it. Sothisis a-- this is an

approxi mati on of categories that | think
would go into it.
Q So how does -- let's start
with the CPlIU itself or the CPl itself.
How does -- it's actually the CPIU.
How does the CPIU factor into the debtors'
settl enment asbestos cl ai ns?

A So the CPIU s, you know, basic

800.211.DEPO (3376)
EsquireSolutions.com



© o0 N oo o B~ O w NP

e e
A W N L, O

15
16
17
18
19
20
21
22

Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc

Exhibits A-G Page 264 of 318

ANDREW J. SACKETT Conf. AEO May 11, 2026
In re: Aldrich Pump LLC 203

costs, to ny understandi ng.

Q And what do you base that on,
t hat under st andi ng?

A At sonme point, | read the
description of what it says when you downl oad
it, | just don't renenber the exact words
NOW.

Q Have you ever had occasion to
apply a nedical care or CPlI to a forecast
bef ore?

A This is the first forecast |
have done as we have established before for a
bankruptcy court system so | haven't because
| meris (ph) was for the nunber of clains so
it's the first opportunity |I have had to
devel op a nethod to do this.

Q Have you ever done it in a
trust system apply to Medical Care CPI?

A In the trust inflation, it's
generally set by their -- by the TDP with
agreenent with the parties or an anmendnent to

the TDP or a policy change with the trust, so
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It hasn't been necessary to cone up with it.

Q So that's a no, never applied
it before?

A | never needed to determ ne
whet her or not it should be applied before.

Q Do you know what percentage of
the debtors's historical settlenment paynents
rel ated to nedi cal care?

A. No, | think I've said earlier
that | was not provided with any data as to
t he breakdown of those historical settlenent
cost s.

Q And then in applying a nedical
care CPI, did that -- well, there are three
conponents of your inflation, your future
inflation rate, are those a third, a third, a
third?

A. Yes.

Q Ckay. What did you base that
deci si on on?

A | had no data to privil ege one

over the others.
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Q kay. Then let's talk about
your third conponent then which is the
enpl oynent costs CPI.

VWhat ' s enpl oynent cost CPI neasure?

A It -- it nmeasures the growth
of -- depending on what specifically you're
| ooking at growmh in wages and/or benefits.

Q And how does enpl oynent costs
CPl factor into the debtor settlenent of
asbestos cl ai ns?

A. Again, recall that |I'm |l ooking
at what |'ll -- what I"'mattenpting to
estimate is the conponents of the settlenent
and part of what goes into danages is it can
be -- it can be | ost wages or |ost benefits.
And this case, given that this population is
ol der, | focused on benefits rather than
sal ari es.

Q Ckay. | was going to answer
one question for ne.

So there are different conponents of

enpl oynent cost CPl; one is salaries, one is
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benefits, correct?

A. Yes.

Q And you chose here to use the
benefits category because of the fact of the
popul ation here in the future will be aging
and less likely --

A. Yes, | nean, roughly 20
percent of people over 65, | think, sonething
like that, are still in the workforce. But
when you sort of stop and think about the
i kely makeup of this population, they would
have been working in the last century, not in
this century.

There -- in addition given that a | ot of
them are industrial workers of sone sort,
they were likely in unions. They would have
a retirement benefit plan of sone sort that
came out of that. | also focused on -- |
used the benefit index for state and | ocal
gover nnent wor kers because -- partly because
it's nore stable fromthe private sector and

t hese benefits cone fromthe past when
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benefits were nore stable in the private
sector.

Q It's not your opinion that
future nesothelioma claimants are likely --
are nore likely to work in state and
governnent roles than they are in the private
sectors?

A No, | expect they woul d have
been working in the private sector.

Q Ckay. And so the reason you
use the state and | ocal rate for enpl oynent
cost was because its nore stable?

A Because in general, benefits
for governnent workers nowadays are going
back. The ECI, | think, may have only gone
back about 20 years. And so it represents
the kind of stability that you don't
necessarily get in the private sector anynore
which is why | chose it. | was -- you know,
|"m forecasting out for a long term-- the
future, I'mtrying to at | east at sonme point

limt variability.
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Q Did you do any anal ysis of
private sector enploynent cost CPl, say,
prior to 2000 versus the enpl oynent cost CP

for state and | ocal governnent workers?

A | didn't |ook at both and then
decide to pick one, | expect that -- so no, |
didn't -- | didn't do that.

Q So I'mtrying to understand

what your assunption is based on that the
state and | ocal workers enpl oynent cost CPI
nore accurately reflects the enpl oynent cost
CPl in the private sector for when this
popul ation that the nesothelioma in the
future was wor ki ng.

A Again, as | said, | was
| ooking for stability over tinme and the
benefits of what state and | ocal governnents
are -- state and | ocal governnents enpl oyees
because they are done by contract as it used
to be in the past for industrial workers, |
think, tend to believe stable over tine.

Q Wy were you | ooking for
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stability over tine?

A Because |'mforecasting for a
| ong period of tinme in the future and |'m
trying to avoid unnecessary variability.

Q Any ot her reason?

A. No.

Q Do you know what woul d have
happened to your blended inflation rate had
you chosen to use private sector -- the
private sector calculation for enploynent
cost CPI as opposed to just state and | ocal
wor ker s?

A. | think one of the rebuttal
reports may have had a concl usi on about that.
| don't renmenber which one it was.

Q Did you personally do any
anal ysis to determ ne what woul d have
happened had you replaced all private sector
I ndi vi dual s enpl oynent cost CPlI wth state
and | ocal Governnent ?

A. | had soneone | ook into it. |

believe it was Dr. Dertouzos after | saw the

800.211.DEPO (3376)
EsquireSolutions.com



© o0 N oo o B~ O w NP

e e
A W N L, O

15
16
17
18
19
20
21
22

Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 271 of 318

ANDREW J. SACKETT Conf. AEO May 11, 2026
In re: Aldrich Pump LLC 210

criticism And I think the conclusion was
that they -- the rates nore or | ess nove in
uni son but | would have | owered mne. |
don't think it was a nmassive anount.

Q How about changing from --

t hi nk you said you used the benefits tab as
opposed to seller and wages or total
conpensati on which are the other choices
unenpl oynent cost CPl; is that correct?

A Yes, as | recall the drop-down
menus for the downl oad you get include the --
t hose various options.

Q Do you do any anal ysis of how
your overall forecast inflation rate would
have changed had you shown -- had you
utilized either total conpensation or
sal ari es and wages instead of total benefits?

A. | nmean, nmathematically, it
woul d have changed | ess using total
conpensati on because that incorporates the
benefits. | don't recall if | asked

Dr. Dertouzos to do that cal cul ation as well.
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Q So you don't know whether it
woul d reduce the inflation rate one way or
t he ot her?

A | don't renenber.

Q | was so excited to work with
pi vot tables, Dr. Sackett, but now you
answered all ny questions.

So did you consider the debtors -- the
nmovenent in the debtors' historical
aver age settlenent val ues from nesotheliom
clains in determning what inflation rate to
apply?

A. So | think there's a
di sagreenent about the trend in the debtors'
hi storical settlenent value. | think that
Dr. Mullin, depending on what years you use,
finds a decrease, | don't -- | didn't find a
decrease, you know, over the years that |
| ooked at .

Q Did you find an increase?

A | found that it was fairly

stable as | recall.
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Q What did you do to nake that
determ nati on?

A When we cal cul ated the average
settl enment values, we | ooked at the -- |
thi nk we tal ked about this, we | ooked at the
| ast three years and | ooked at the val ues and
there wasn't -- there wasn't a strongly
visible trend one way or the other over those
years,

Q Ckay. Let's turn to discount
rate. Here, according to your report, I'm
turning to paragraph 100 which is page 26,
you wote that, [As read] "Using the discount
rate as of the petition date is an
appropriate estimtion."

Do.
Do you see that?

A Let me see. \Were?

Q Par agraph 100, top of page 26.

A. Yes.

Q And that discount rate, you

chose, if you go back to the paragraph
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rate, correct?

A. Well, if you' re valuing clains
to a specific date, then you apply the
di scount rate as of that date.

Q What you cite for -- in
paragraph 100 -- well, strike that.

Do you have any experience in applying

di scount rates -- do you have any experience
before this report, applying discount rates
to the value in future clains?

A Yes.

Q Ckay. What's that experience?

A. When | do paynent percentage
reports for trusts, part of that process is
doing a cash flow forecast. And so the cash
fl ow forecast incorporates the inflation rate
generally as | said before as set by the
trust in the docunents and the discount rate.

Q And when you do that for the
trust, what discount -- do you have a
standard di scount rate that you choose?

A It's usually around -- so
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it's -- sonetines, it's based on instruction
fromthe -- so in those situations, the --

iIt's not a standard discount rate for
everyone. The -- in a trust situation, the
trust financial professionals will provide an
estimate of the rate of return on the trust
assets going forward. And so the trustees

or -- and then again, this in general terns,
not for a specific client. [If |I'mworking
for a trust of trustees, they wll instruct
me to rely on the nunber set -- you know,
chosen by their financial professional.

Q So in other words, for these
trust cases, the financial professionals are
choosing the discount rate and you're just
appl yi ng thenf

A At times. Sonetines, it
depends on -- it depends on the client.
Sonetinmes, we -- sonetines, we choose it if
the -- you know, particularly, if it's a
smal ler client or they have -- there are

certain trusts that only have one type of
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in 2021, | think that they were -- over the
long termthat -- that's lowif you were
| ooking at a ten-year treasury.

Agai n, as we tal ked nore about risk
that -- you know, we thought about, you know
would it make nore sense to use a one-year
because that's | ess risky than a ten-year,
you know. The -- generally, the higher
Interest on a ten years because it's nore
risky, right? And so we could -- | could say
| considered that as well.

Q Wul d you agree with ne,
Dr. Sackett, that the -- whether it's the
three-nonth, the -- you use three-nonth,
five-year, ten-year, right?

A Three, ten and 30 --

Q Sorry, three, ten and 30.

For the three-nonth, ten-year and the
30-year, all three of those rates was June of
2020, the | owest those rates were in the
entire 21st century?

A. | don't know if that -- | know
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iIt's part of a period in which they were very
low. | don't knowif that particular nonth
is lower than July or August or Septenber but
it's in a period where they were very | ow,
yes.

Q In a period that they were the
| onest, they were in this entire century?

A | think so. I'm-- you know,
|"mcertain it was certainly within a period
in which they were at their |lowest point in
recent history.

Q Did you conme to any
determ nation as to whether those treasury
rates on that date were anomal ous?

A | came to the determ nation
that it was nore inportant to use the date
that in the bankruptcy context is used to
val ue clains and the rates were what they
were as of that date.

Q Let's tal k about what happens
in the bank so we can cone back to this other

point in a second.
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Q It showed a | ong-term

forecasted rate after 2021 of well above the
1 percent you showed, didn't it, sir?

MR CROMHER: (bjection to the
form

A It was higher. | don't know
i1f it was well above or not.

BY MR HI RST:

Q Al right. W talked alittle
bit earlier about what a real discount rate
I's, right? That's nom nal discount rate
m nus inflation?

A. W tal ked about the
di fference, yes.

Q So your real discount rate --
let's say for the future clainms because |
know your inflation rate is two different
conponents, let's say for the post-2025
clainms, you would agree wwth ne that the real
di scount rate you applied is negative 2.2
percent, that's 1 percent nom nal discount

m nus 3 percent inflation -- 3.2 percent
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i nflation?
A. Yes.

Q And you apply that negative
real discount rate to calculate the debtors’
net -- the net present value of the debtors'
ltabilities from 2025 to 2059, correct?

A Yes. And | understand that
that relationship is -- you know, is not what
you want to see, but even if | applied the
sane inflation rate, it would have had the
sane -- you know, as of the date, it mght --
if | had applied ny sanme nethod for
calculating inflation rate, it would have
been that sane relationship --

Q It's not -- Dr. Sackett, not
that 1| want to see.

Can you nane a tinme in U S. history
any 30-year period of time where there was a
negative real discount rate in existence?

A. | can -- it depends on how --
you know, on what you use for your rate of

return but there have certainly been periods
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| believe around, you know, let's say, you
use a one-year rate, you know, after the 2008
financial crisis and 2011, 2012, there have
been periods, you know frequent periods nore
in the recent past where there has been one,
yes.

Q But Dr. Sackett, you're
applying this negative real discount rate for
34 years into the future.

My question is: Are you aware of any
34-year period in the history of the republic
where a negative real discount rate existed?

A. | am aware --

MR. CROMHER: Objection to the

form

A | amaware of -- okay. | am
aware of shorter periods, |I'mnot aware of a
34-year period. | haven't | ooked for a

34-year period.
BY MR HI RST:
Q What is the | ongest period in

the history of the United States that you are
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aware of that a negative real discount rate
exi st ed?

A Again, let's say you're using
a one-year treasury rate, | think there's
periods of three or four years.

Q Sitting here today, do you
know what the negative real discount -- |'m
sorry.

Do you know what the real discount
rate sitting here today is? Quick hit, it's
not a negati ve.

A The current rate of inflation
Is about 3.3 percent and | think treasuries
are paying around 4.

Q That's a positive discount
rate?

A. Yes.

Q Did you talk to anybody on
your team about the use of a negative real
di scount rate to value 34 years worth of
future cl ai ns?

A. | -- we discussed the

800.211.DEPO (3376)
EsquireSolutions.com



Case 20-30608 Doc 3270-1 Filed 08/03/26 Entered 08/03/26 23:01:45 Desc
Exhibits A-G Page 282 of 318

ANDREW J. SACKETT Conf. AEO May 11, 2026

In re: Aldrich Pump LLC 242

© o0 N oo o B~ O w NP

e e
A W N L, O

15
16
17
18
19
20
21
22

one way or the other about using a negative

real discount rate for 34 years into the

future?

MR CROMHER: (bjection to the
form

A No, because once we determ ned
that we were valuing it as a petition -- as

of the petition date, then that's -- that's
an effect of using the |ow discount rate.
BY MR H RST:

Q You understand that the inpact
of using a negative real discount rate for 34
years is that the value of a dollar today is
therefore worthless than a dollar in ten
years, in 20 years, in 30 years, correct?

A So if a dollar today is
worth -- | nean, the nunbers |ead to what
they lead to.

Q So you understand that your
nunbers lead to the idea that a dollar today
is worthless than a dollar in ten years, 20

years and 30 years?
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A. Yes, which is counterintuitive

to the tinme value of noney in general, but
agai n, the nunbers say what they say, and if
you're going fromthe petition date, then
that's what happens.

Q And doesn't that also inply
that claimants would rather get paid on their
clainms in 2059 than in 20207

A. No, because these are people
who are dying and they don't want to get paid
30 years after the death. They want to get
paid sooner. |In fact, that's often why
settlenents are lower. |It's because they
want to get paid sooner rather than |ater.
This isn't an investnent.

Q It's a good thing based on
your cal cul ati ons.

Let's take our -- let's take a
br eak.

THE VI DEOGRAPHER: W are off the

record at 15: 38.
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form
A. |"mnot sure if this is the

guestion we tal ked about before or not. I,
again, that analysis, if | didit, is not
part of this report. 1, like, you know,
there are lots of tests that, you know, | ran
or had run over tinme. | don't renenber that.
If -- | don't renenber the results of that.
BY MR H RST:

Q Do you think it's reasonabl e
to believe that clains that have been pendi ng
for greater than 10 years are going to be
paid at the sane rate and at the sane anount
as clains pending for Iess than 10 years?

MR CROMHER: (bjection as to
form

A Partially it depends on -- |
nmean, given again what we said, what | said
about tinme and that there's a substanti al
amount of tine to resolve pending clains
going into the future, | think it's a

pl ausi bl e assunpti on.
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There are certainly clains that have
been paid at higher rates after being pending
for a long period of tinme. W all know about
the Wllianms case, which | think was filed in
2014 and not paid -- or 2004 and not paid
"till 2017.

At one point we did an anal ysis of
whet her cl ai m paynents went up or down over,
over time, depending on how | ong a clai mwas
pending. | think at |east for |lung cancers,
t he hi ghest val ues occurred 6 or 7 years
after they were fil ed.

In general, ny recollection of the
results of that analysis were that clains
t hat have been pending for a long tinme split
and they tended to either get |ower val ues or
substantially higher values. But again, |
didn't -- these were sort of explorations of
the data and they're not in nmy report.

BY MR H RST:
Q And | think we did, this is

why we both are probably renenbering this, we
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did look at Dr. Mullin's rebuttal report,
Exhibit 2, and Figures 16 and 17 in that
report, if you want to turn back to that.
And at least as to pay rate, let's

focus on nesothelioma clainms. At |least as to
the pay rate, you agree wwth ne that Dr.
Mullin's findings at |east, and | understand
you haven't had a chance to review his
findings, but his findings denonstrate that
the paynent rate drops as tine goes on,
correct?

MR. CROMHER: (bjection as to
form

A Can you point ne to the
particul ar tabl e?

MR, HI RST: Sure. Figures 16
Figure 17 on page 22. | think you're there.

A That is what his, that is
what his tables are saying.
BY MR H RST:

Q And it's the average

settl enent value, which is the next table
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down, Figure 18, at least for Aldrich, it
shows the sane pattern; is that correct, that
the average settlenent values drop as the
l ength of tinme the claimpens, continues?

MR. CROMHER: (bjection as to
form

A. Yes, but again, that's
sonething that | would want to go back and
| ook at the tables we devel oped before
di scussing it further because |'mnot sure
what all the underlying criteria are in here.
BY MR H RST:

Q Sitting here today, you can't
recall what your own anal ysis showed?

A Like | said, as | recall, for
| ung cancers there was a different pattern.
| don't recall what it showed for
mesot hel i oma.

Q And ei ther way, you didn't
rely on those analysis in constructing your
report here?

A. As | said, | -- with this
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report, | decided to apply the sane rate

across the board.

Q Can you nane for ne any cases
where a clains forecast that accepted -- or a
court, | should say, accepted a clains

forecast that valued clainms that have been
pending for greater than 10 years at the sane
val ues as cl ains pending for one year?

MR. CROMHER: (Objection as to
form

A. | don't renenber any. Again,
that's a question where | would have to do
the research before being able to give you an
answer as to whether or not that was the
case.
BY MR HI RST:

Q We talked briefly about -- so
we tal ked about open unknown clainms. W
tal ked briefly about your two di sm ssal
categories, the generic dism ssals and the
prejudice. The good news is we agree you

didn't value those and they're not part of
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| don't renenber what it was for.

Q And you don't have a degree in
econom cs, correct?

A We went through ny academ c
background at sone length this norning. The
answer is still the sane.

Q And sanme for nmathematics?

A Yes. And ny answer to that is
also it's not necessarily the niche subject
you focus on that teaches you sonething in a
Ph. D.

Q And statistics?

A My answer has not changed in
the last six hours. You can, you know, ask
the sane questions the prior counsel did.
"1l give you the sane answer.

Q And you al so don't have a
degree in econonetrics, correct?

A Al so correct.

Q So in preparing this report,
you said that you' re probably the best

person, given that Dr. Peterson is ill,
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correct? | guess to present this report,
yes?
A You don't need to be an

econonetrician or a statistician or a

mat hematician to do it. In fact, nobody, or
very few people are all three of those
things. That's why I have a team of people
that | work wwth who w il have different

di sci plinary specialties.

Q So you're -- is it fair to say
that you're the spokesperson for your
col | eagues who do have those -- that
expertise and those disciplines?

MR. CROMHER: (Objection to form

A No, | think that that is a
superficial way to represent what | do, which
Is work wwth a nunber of different experts
and then place the particular projects
t hey' ve done in conjunction with nme that |
have supervised into context, into a |arger
report.

BY MR QGUY:
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Q And your dissertation was --

you said that your Ph.D. was in Latin

Anerican history?

A. Yes.

Q That's a rather |arge subject,
Is it not?

A Sure. | nmean, |I'mnot sure

what that you're getting at with that
questi on.

Q Well, normally Ph.D.s are
fairly specialized, are they not?

A. Yes.

Q And was your dissertation
titled, "The Making of Acapul co: People,
Land, and the State in the Devel opnent of the
Mexi can Riviera, 1927 to 1973?"?

A That -- | think that's what it
was called. It's certainly a pretty -- a
very close approximtion, if that's not
exactly what it was called. It's been a
while since | |looked at it, but yes, that is

nmy dissertation.
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Q Yeah, | was about to say, Dr.
Sackett, |I'msure you renenber the title of

your dissertation that you worked on for
year s?

A | was not -- the funny thing
Is | couldn't remenber if those were the
exact dates. | think they are, but yes, that
iIs nmy dissertation.

Q And you woul d agree with ne
that that has nothing to do with mass tort
eval uations, correct?

MR. CROMHER: (bjection to form
BY MR CUY:

Q That subject?

A That's correct.

Q And you woul d agree with ne
t hat your undergraduate degree in history has
nothing to do -- the subject matter has
nothing to do with mass tort val uati ons?

A. Yes. | did not say that it
di d.

Q And you woul d agree with ne
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that your |egal degree, even though it
infornms the | egal questions, has -- doesn't
I nform your expertise as such in mass torts
val uations, correct?

MR CROMHER: (bjection to form

A As | testified earlier, ny
experti se cones through experience and
t hrough training on the job.
BY MR QY.

Q That was training at LAS?

A. Yes, for the nost part, yes.

Q So when you were at Caplin,
you worked as a | awer; we knew each ot her
t hen, correct?

A Yes, we did.

Q And W worked on a nunber of
cases together, correct?

A. Yes.

Q And then when you left Caplin
and you went to LAS, you becane a clains
expert?

MR. CROMHER: (bjection to form
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apply a different discount rate than the
gentleman fromthe Brattle G oup do.

Al though | believe they note, | think
it's intheir rebuttal report, that it's
appropriate to use a discount rate as of the
petition date.

Q And you use a discount rate
over a 35 year period that's never been seen
in the history of American econom cs,
correct?

A. | believe your predecessor
asking me questions called it the history of
t he Republic, but you' re both welcone to use
hyperbol e i n descri be things.

Q Wll, it's a fact, not
hyper bol e?

MR. CROMHER: (Objection to form

A. Using terns in a deposition
like the history of the Anmerican republic
seens |ike hyperbole to ne, but as | said, it
has never -- to the best of ny know edge no,

it has never been a discounted at |length for
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that period of tine.

Q You' ve read Dr. Peterson's
expert report, correct?

A | testified to that earlier
that at one point | knewit quite well. It's

been sone tine since |l read it.

Q Hs total estimate was in the
region of 1.3 billion as of 2010, correct?
A. As | recall, it was around
t hat .
Q And your cal cul ation for the

debtors is as of 2020, correct?

A. Yes.

Q So there's been a | ot of
clains in that intervening period, correct?

A There have -- the debtors were
in the tort systemfor 10 years | onger than
Garl ock, so they received clains during that
period that Garlock did not receive, yes.

Q You' re famliar with the
nmet hodol ogy that Dr. Peterson used in his

Garl ock report?

800.211.DEPO (3376)
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Q And no court has ever accepted

you or qualified you as an expert, correct?

A | have never been -- as | said
before, | have never been asked to testify in
court.

Q That wasn't ny questi on.

A vell --

Q It's a yes or no. Has any --

A. If I've never been asked to
testify, then why would a court accept ne as

a testifying wtness.

Q | think the court would have
to figure that one out all by itself.

MR. CROMHER: (bjection, Counsel.
Stop with the editorial.

BY MR QGUY:

Q You have three publications in
your CV. One is a critique of RAND 3 reports
and other two tal k about underwat er
nort gages, correct?

A. | don't see that. Yes, |

listed three publications here.

800.211.DEPO (3376)
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Q None of those publications

have anything to do wth the nethodol ogy for
assessi ng asbestos liabilities, correct?

A | don't recall to what extent
that critique of RANDS reports dealt with
claims. It's been sone tine since | wote
t hat .

Q Wuld it refresh your
recollection if | told you that the summary
of that critique was challenging efforts by

RAND t o support the FACT Act?

A. | woul d have to doubl e check
the dates. | don't renenber the chronol ogy
bet ween when the FACT Act -- it was

consi dered a couple of tines and | don't
remenber the exact dates of those RAND
reports.

Q You woul d agree with nme that
this critiqgue of RAND s three reports is an
academ c peer reviewed article discussing
net hodol ogy for clains estinates?

MR. CROMHER: (bjection to form

800.211.DEPO (3376)
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A. That report is not an article

about cl ains forecasting, no.

Q And the other two articles,
they don't have anything to do with clains
forecasting, we can tell that just fromtheir
titles?

A That's correct.

Q | think | wote an article on
underwat er (i naudi bl e) too?

MR. CROMHER: Counsel, can you
stop with the editorial. You' re here to ask
gquestions --

MR Q@QJY: | wll ask the questions.

MR. CROMHER: Yeah, stop with the
editorials.

MR. GUJY: You don't need to raise
your voice, sir. No one's upset.

MR CROMHER  So stop.

BY MR QUY:

Q So to confirmfor the court,

you haven't witten a single academc

article, peer reviewed or otherw se, about

800.211.DEPO (3376)
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cl ai mestinmat e net hodol ogi es?

A That is correct.

Q Now, are these all your
publ i cati ons?

A They -- | believe the rule
said the last 10 years.

Q Do you renenber an article you
wr ote about the -- The Affrontery of the
Asbest os Trust Transparency Legi sl ation
Efforts?

A. | remenber witing that
report. | think judging by the title, |
think M. Insal buck probably titled it.

MR, GUJY: Can | say sonething.

MR. CROMHER: Pl ease.

MR, QGUJY: | think you' re probably
right.
BY MR QUY:

Q But you co-aut hored that
report?

Yes.

Q But you didn't include it

800.211.DEPO (3376)
EsquireSolutions.com
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08/30/1995,,,5.46,,5.55,5.66,5.88,5.98,6.1,6.25,6.33,6.77,6.7
@8/31/1995,,,5.45,,5.53,5.65,5.85,5.95,6.07,6.21,6.28,6.72,6.65
09/01/1995,,,5.45,,5.52,5.6,5.78,5.89,6.0,6.14,6.22,6.67,6.61
09/05/1995,,,5.49,,5.55,5.6,5.77,5.85,5.96,6.09,6.18,6.63,6.57
09/06/1995,,,5.48,,5.55,5.6,5.76,5.84,5.95,6.1,6.17,6.63,6.57
09/07/1995,,,5.5,,5.57,5.65,5.8,5.89,6.0,6.14,6.21,6.66,6.6
09/08/1995,,,5.52,,5.58,5.67,5.85,5.95,6.04,6.17,6.24,6.66,6.6
@9/11/1995,,,5.5,,5.58,5.67,5.83,5.93,6.05,6.15,6.24,6.67,6.6

09/12/1995,,,
09/13/1995,,,
09/14/1995, ,,
09/15/1995, ,,
09/18/1995,,,
09/19/1995, ,,
09/20/1995,,,
09/21/1995,,,
09/22/1995,,,
09/25/1995,,,
09/26/1995, ,,
09/27/1995,,,
09/28/1995,,,
09/29/1995,,,
10/02/1995, ,,
10/03/1995, ,,
10/04/1995, ,,
10/05/1995, ,,
10/06/1995, , ,
10/10/1995, , ,
10/11/1995, ,,
10/12/1995, ,,
10/13/1995, ,,
10/16/1995, ,,
10/17/1995, ,,
10/18/1995, ,,
10/19/1995, , ,
10/20/1995, , ,
10/23/1995, ,,
10/24/1995, ,,
10/25/1995, ,,
10/26/1995, ,,
10/27/1995, ,,
10/306/1995, ,,
10/31/1995, , ,
11/01/1995, ,,
11/02/1995, ,,
11/03/1995, ,,
11/06/1995, ,,
11/07/1995, ,,
11/08/1995, ,,
11/09/1995, ,,
11/10/1995, , ,
11/13/1995, ,,
11/14/1995, ,,
11/15/1995, ,,
11/16/1995, ,,
11/17/1995, ,,
11/20/1995, ,,

47,,5.54,5.61,5.77,5.84,5.96,6.09,6.16,6.6,6.51
47,,5.54,5.63,5.8,5.88,5.99,6.12,6.18,6.63,6.52
44,,5.48,5.51,5.68,5.76,5.87,6.01,6.08,6.56,6.45
46,,5.51,5.55,5.71,5.8,5.91,6.05,6.11,6.58,6.47
41,,5.47,5.56,5.77,5.86,5.97,6.11,6.17,6.64,6.53
36,,5.45,5.54,5.75,5.83,5.94,6.08,6.14,6.61,6.49
34,,5.43,5.52,5.73,5.81,5.92,6.05,6.1,6.57,6.46
4,,5.53,5.62,5.83,5.91,6.03,6.15,6.21,6.66,6.56
35,,5.52,5.63,5.85,5.93,6.06,6.19,6.25,6.7,6.59
33,,5.51,5.65,5.89,5.95,6.08,6.2,6.26,6.7,6.58
45,,5.63,5.71,5.88,5.98,6.11,6.21,6.28,6.71,6.58
42,,5.6,5.7,5.92,6.01,6.08,6.25,6.3,6.76,6.61
44,,5.61,5.73,5.92,6.0,6.1,6.22,6.28,6.71,6.59
4,,5.57,5.65,5.83,5.91,6.01,6.11,6.17,6.6,6.49
53,,5.64,5.65,5.82,5.89,5.98,6.1,6.15,6.61,6.48
51,,5.61,5.63,5.8,5.87,5.96,6.07,6.13,6.57,6.46
47,,5.57,5.6,5.75,5.82,5.91,6.04,6.12,6.54,6.44
44,,5.57,5.59,5.72,5.8,5.88,6.0,6.06,6.53,6.43
47,,5.59,5.59,5.73,5.81,5.89,6.0,6.06,6.51,6.43
47,,5.57,5.61,5.74,5.81,5.91,6.0,6.07,6.51,6.43
47,,5.57,5.61,5.75,5.82,5.91,6.02,6.09,6.5,6.44
46,,5.57,5.61,5.72,5.8,5.88,5.99,6.07,6.48,6.41
45,,5.56,5.58,5.67,5.72,5.8,5.88,5.97,6.37,6.3
49,,5.58,5.59,5.67,5.73,5.8,5.89,5.97,6.38,6.32
43,,5.55,5.57,5.65,5.71,5.8,5.89,5.97,6.36,6.3
41,,5.55,5.58,5.67,5.74,5.83,5.92,5.99,6.38,6.32
41,,5.55,5.58,5.67,5.73,5.83,5.92,5.98,6.37,6.31
43,,5.57,5.62,5.72,5.79,5.9,5.99,6.04,6.42,6.35
38,,5.57,5.65,5.76,5.82,5.92,6.01,6.07,6.44,6.38
38,,5.56,5.6,5.68,5.76,5.85,5.95,6.02,6.37,6.33
.55,5.56,5.64,5.72,5.8,5.9,6.0,6.37,6.32
.5,5.52,5.61,5.72,5.81,5.93,6.06,6.44,6.38
.53,5.56,5.64,5.73,5.83,5.95,6.05,6.4,6.35
.55,5.55,5.62,5.72,5.82,5.94,6.04,6.41,6.35
48,,5.55,5.55,5.61,5.7,5.81,5.92,6.03,6.4,6.34
48,,5.49,5.46,5.52,5.62,5.74,5.86,5.98,6.36,6.29
47,,5.46,5.41,5.46,5.56,5.68,5.8,5.92,6.31,6.25
47,,5.49,5.43,5.49,5.58,5.7,5.82,5.94,6.33,6.28
.53,5.46,5.51,5.62,5.73,5.84,5.96,6.34,6.29
.54,5.48,5.54,5.65,5.77,5.88,5.99,6.37,6.31
.49,5.41,5.47,5.58,5.69,5.8,5.92,6.3,6.25
.53,5.43,5.49,5.59,5.72,5.85,5.97,6.35,6.29
58,,5.54,5.47,5.52,5.64,5.76,5.89,6.0,6.39,6.33
59,,5.56,5.44,5.49,5.61,5.72,5.85,5.98,6.34,6.28
55,,5.52,5.43,5.47,5.58,5.71,5.85,5.97,6.36,6.3
56,,5.55,5.47,5.53,5.63,5.77,5.9,6.0,6.37,6.3
52,,5.5,5.42,5.46,5.56,5.68,5.83,5.93,6.32,6.24
51,,5.49,5.4,5.46,5.54,5.66,5.81,5.92,6.33,6.23
5,,5.48,5.41,5.46,5.53,5.66,5.82,5.93,6.33,6.25
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IN THE UNITED STATESBANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

Inre: . Chapter 11
PADDOCK ENTERPRISES, LLC : CaseNo. 20-10028

Debtor.t

DECLARATION OF THOMASVASQUEZ, Ph.D. IN SUPPORT OF CONFIRMATION
OF SECOND AMENDED PLAN OF REORGANIZATION FOR PADDOCK
ENTERPRISES, LLC UNDER CHAPTER 11 OF THE BANKRUPTCY CODE

|, Thomas Vasquez, pursuant to 28 U.S.C. § 1764, hereby declare that the following is
true and correct to the best of my knowledge, information, and belief:

1. | have personal knowledge of the facts set forth in this declaration and, if called as
awitness, could and would testify competently to such facts under oath.

2. | am a senior managing director at Ankura Consulting Group, LLC (“Ankura”),
an internationally recognized leader in economic and management consulting services that
provides mass tort settlement administration, statistical, econometric and financial analysis,
claim processing consulting, and expert testimony to awide variety of clients. | have held this
position since 2016. | have over thirty-five (35) years of experience in economic consulting for
private sector clients aswell as the United States and foreign governments. Prior to joining
Ankura, | served as avice president at Analysis, Research & Planning Corporation from 1998
through 2015, and as Chief Executive Officer of Y ankelovich Partners from 1997 to 1998. Prior

to that, | served as the Partner in charge of KPM G’ s Corporate Transactions practice, which

! Thelast four digits of the Debtor’ s federal tax identification number are 0822. The Debtor’s mailing addressis
One Michael Owens Way, Perrysburg, Ohio 43551.



Case 20-826@82000022 153 Bied1(BH03/X6ledDREr8(208/(0F46 2300145 Desc
Exhibits A-G Page 306 of 318

includes the bankruptcy practice, the valuation practice, the investment banking and litigation
support practice, and the expert testimony practice. | was also the founder and President of the
Policy Economics Group, afirm that was subsequently sold to KPMG. In that role, | was
responsible for al database development and tax simulation modeling for federal and state
government clientsin the United States as well as many foreign governments. Early in my
career, | also served as the Deputy Director of the Office of Tax Analysis at the U.S. Department
of Treasury, where | designed and built economic models used to analyze U.S. Government
policies.

3. In recent years, | have designed the algorithms used to assess damages relating to
the BP Gulf Oil Spill, NFL Concussion Settlement, and GM Ignition Switch Failure. Over the
course of my career, | have provided expert testimony and analytical support for a broad
spectrum of issues and industries. | have consulted on numerous complex litigations including
cases for National Gypsum, Fireboard Corporation, Reynolds Tobacco, CSX Inc., Owens
Corning, Tyson Foods, Halliburton, AstraZeneca, Foster Wheeler, and Oracle. | have provided
depositions and/or expert testimony in connection with over twenty (20) legal proceedings. A
copy of my Curriculum Vitaeis attached hereto as Appendix A.

4, Ankura charges $750 per hour for my time on this matter. This compensation is
not contingent in any way upon the outcome of this proceeding. Ankura s offices are located at
2000 K Street NW, 12™" Floor, Washington, DC 20006.

5. On June 26, 2020, the Court approved the Future Claimants’ Representative's
retention of Ankura as claims evaluation consultants.

6. | submit this declaration in support of confirmation of the Debtor’s Second

Amended Plan of Reorganization (the “Plan”), including as related to the Asbestos Trust
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proposed under the Plan (the “ Trust”), and the Trust’ s associated Trust Distribution Procedures
(the“TDP”).2 Any capitalized terms not defined herein shall be given the same definition as
provided in the TDP.

7. The estimations of the cost of resolving all current and future claims has a number
of key steps: (1) thefirst step isthe forecast of the number of individuals that will contract an
asbestos related disease in the future; (2) the second is to estimate the number of these
individuals that will file a claim against the company; (3) the third step is to estimate the number
of future and current claims that will actually be compensated by the company; (4) the fourth
step is to estimate the average amount paid to these compensable claimants; and (5) the final step
isto estimate the administrative costs associated with resolving all current and future claims.

l. FUTURE INCIDENCE OF ASBESTOS-RELATED DISEASE AND FORECAST
OF FUTURE CLAIMS

8. Although the amounts numbers and timing of future asbestos-related Demands
cannot be determined with absolute mathematical certainty, it is possible to estimate with
reasonable degree of probability the amounts numbers and timing of claims which are likely to
be brought against the Trust.

0. | employed three methods, which are described further below, for forecasting the
number of individuals contracting Mesothelioma and Lung Cancer.* First, | used “Ankura’s

Revised Nicholson Model,” which begins with an estimate of the number of U.S. workers who

2 See Notice of Filing of Revised Schedules and Exhibitsto Plan at Exhibit A [Asbestos Trust Agreement], Inre
Paddock Enterprises, LLC, No. 20-10028 (Bankr. D. Del. April 22, 2022) [hereinafter “ Asbestos Trust

Agreement”].
3 Plan at Exhibit B [Asbestos Trust Distribution Procedures].
4 My analysis assumes that a claimants’ exposure took place no later than December 31, 1960, which istwo years

from the year that the Debtor’ s predecessor stopped manufacturing and selling asbestos-containing products. The
additional two years accounts for potential shelf life.
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were exposed to asbestos occupationally. Then, risk functions were applied to this set of
workers to determine the number of exposed workers that will contract an asbestos-related
disease over time and those that will die of unrelated causes. Second, | used the “Peto Model,”>
which estimates the population of people exposed to a specific defendant’ s products by relying
on the annual number of mesothelioma and lung cancer diagnoses which are actually observed
by that defendant. Then, risk functions are applied to this population to determine the number of
individuals that will contract an asbestos-related disease over time and those that will die of
unrelated causes. Finally, | used the “HSE Method,”® which is calibrated to the national
incidence of mesotheliomain the United States.’

10. | alsoforecasted the number of current and future Other Cancer and non-
malignant disease claims. | estimated these forecasts based on the particular disease’' s historical
relationship to Lung Cancer claims.

11.  Thenumber of future claimsis based on the historical relationship between
incidence and claim filing rates, accounting for the expected volume of claim filings against the
Trust and the criteria under the TDP. | believe that through the TDP, these future claims will be
paid in comparable amounts to the historical values paid by the Debtor’ s predecessor.

i Ankura’s Revised Nicholson Model

12.  Ankura’s Revised Nicholson Model forecasts the annual incidence of

mesothelioma and lung cancer by estimating the number of workers occupationally exposed to

5 Peto, J., Henderson, B.E., & Pike, M.C., Trends in mesothelioma incidence in the United States and the forecast
epidemic due to asbestos exposure during World War 11., in Peto, R. & Schneiderman, M. (Eds.) Quantification of
Occupational Cancer at 51-69, Banbury Report 9, Cold Spring Harbor Laboratory, 1981.

6 Hodgson, J., McElvenny, D., Darnton, A., Price, M., and Peto, J. (2005), The Expected Burden of Mesothelioma
Mortality in Great Britain from 2002 to 2050 at 587-93,” BRITISH JOURNAL OF CANCER 4.

7 The HSE Method only applies to the forecasting of mesothelioma claims.

4
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asbestos estimating the intensity and duration of exposure applying dose-response functions to
compute the probability of contracting disease and ageing the exposed population in order to
determine the number of workers that will contract an asbestos-related disease before dying of
other causes.

13.  Thismethodology was originally developed by William Nicholson in ajoint
effort among scientists, physicians, lawyers, economists, and statisticians from the Mt. Sinai
School of Medicine and other institutions to forecast the total number of cancer deaths

attributable to asbestos exposure (the “ Nicholson Methodology”).8 | subsequently built upon the

Nicholson Methodology by updating dose-response information incorporating workers entering
the work force in the 1930s expanding the industries or occupation categories included and
refining the estimated age of individuals entering the workforce. The Nicholson Methodology,
as | subsequently enhanced, is the accepted methodology for forecasting asbestos liability and
has been used in virtually all major asbestos-related bankruptcies.

14.  The dose-response models for mesothelioma and lung cancer are based on the
asbestos exposure risk assessment models of the Occupational and Health Administration
(“OSHA") of the Department of Labor first described in Quantitative Risk Assessment for
Asbestos Related Cancers published in October 1983 (the “OSHA Models’). Both prior to and
after its publication, the paper was subject to peer review among government agencies and
academics. The risk assessment models contained in the paper were then elaborated in OSHA'’s
proposed rulemaking on permissible levels of asbestos exposure. After extensive public hearing

and comment, OSHA published final rulemaking and risk assessment modelsin the Federal

8 Nicholson, W.J., Perkel, G., & Selikoff, 1.J., Occupational exposure to asbestos. Population at risk and projected
mortality—1980-2030. AMERICAN JOURNAL OF INDUSTRIAL MEDICINE, 1982, 3, 259-311 with updates by T.
Vasguez in 1991.
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Register. The mathematical equationsin the OSHA Modelsto predict risk of lung cancer and
mesothelioma from asbestos exposure were never challenged by any peer reviewer. The models
and results have been adopted by other regulatory and scientific bodies for use in risk
assessment.

15.  The OSHA Models assume that the fiber concentration does not change over the
duration of asbestos exposure. In fact, however, there are substantial changesin fiber
concentration over time for each of the industry/occupation categories. Accordingly, | enhanced
the models to adjust more precisely for fiber concentration to change over time. The validity of
the incidence model has been demonstrated by comparing the projections it generates to the
actual number of mesothelioma deaths derived from the National Cancer Institute’ s annual study
of the number of deaths from mesothelioma published as part of the Institute’ s Survey of
Epidemiological End Results (“SEER”) Program.

ii. The Peto Model

16.  The second forecasting method, the Peto Model, can be characterized as an
“inverse’” method. Beginning with the same OSHA dose-response models as used by Ankura's
Revised Nicholson Model and the characteristics of the individuals filing mesothelioma claims
against the company within the calibration range, the model computes the number of asbestos
workers still aive at the start of the calibration period necessary to yield the average number of
mesothelioma filings during the calibration period. Given an estimate of this number, the OSHA
dose-response models and mortality rates for lung cancer and al other causes then can be used to
“age’ the population estimate of exposed workers to yield the future claim estimates for

Mesothelioma and Lung Cancer.
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17.  Asdiscussed earlier, the OSHA Models link asbestos exposure conditions to the
incidence (number of deaths per unit of time) of Mesothelioma and of Lung Cancer. According
to the OSHA Models, the death rates for mesothelioma and lung cancer for persons exposed to
asbestos depend upon the following four factors:

1. intensity of asbestos exposure (fiber concentration),

2. duration of asbestos exposure,

3. date of initial exposure (elapsed time since first exposure to onset of the injury),

T ((:jlate of birth (age).
The two OSHA *“dose-response” models take these factors as their inputs and yield as their
output estimates of the absolute risk of death due to mesothelioma and the relative risk of death
due to lung cancer.

18.  Theratesfor all other causes of death that diminish the exposed population
depend most strongly upon age. This death rate is estimated using data from the Social Security
Administration. If the size of the exposed population could be estimated when coupled with
information about how the four key factors listed above apply to this population, then the number
of deaths per year for mesothelioma, lung cancer, and all other causes can be determined.

19. Single years of age at the time since exposure are used to determine the number of
persons still living that can be expected to be adive at the end of the following year. The process
is repeated again and again, year-by-year, until none of the origina people are till alive. At each
step of the process, the number of individuals still living is reduced by applying death rates.
Furthermore, the processis applied in parallel to all of the groups with similar exposure
conditions into which the original population was partitioned.

20.  Theannua number of deaths due to mesothelioma for the population is obtained

by adding up the number of Mesothelioma deaths over all of the similar exposure groups. The
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number of annual deaths attributable to lung cancer is computed the same way. In summary, this
method is dependent upon an estimate of the population of persons alegedly exposed to the
asbestos in a company’ s products. Using the OSHA Models, the population of persons allegedly
exposed to acompany’ s products is estimated from the claims filed against the company. In
other words, if one knows the rate of injury from the OSHA Models, the size of the exposed
population is calculated based on the number of diagnoses seen in the company’ sfilings.
Finally, it is assumed that the exposure conditions and age characteristics of the claimants who
have filed to date are consistent across the exposed population.

iii.  HSE Method

21.  The HSE method was undertaken by the British Health and Safety Executive.
They examined the relationship between risk of mesothelioma diagnosis and certain occupations
and work practices. The HSE model has epidemiological foundations. Similar to earlier models
developed by Dr. Peto and others, it uses a“backcasting” technique.® The model uses data on
historical incidences and an epidemiological model to identify the exposed population, i.e., the
number of individuals that were exposed to asbestos in each year throughout the relevant time
frame. Thistechnique isreferred to as backcasting, because the (observed) number of incidences
in aparticular year is used to infer the (unobserved) number of individuals exposed in the years
prior to the year of incidence. Unlike occupational-based studies that use information on the size
of the exposed population, this model infers the exposed population from incidence data and an

appropriate epidemiological model.X° Using the estimate of the exposed population and standard

9 Peto, J., Henderson, B. E., and Pike, M. C. (1981) “Trends in Mesothelioma Incidence in the United States and the
Forecast Epidemic Due to Ashestos Exposure during World War [1”

10 A seminal study that uses information on the size of the exposed population to estimate mortality from asbestos
exposure is Nicholson W. J., Perkel, G., and Selikoff, I. J. (1982) “Occupational Exposure to Asbestos: Population
at Risk and Projected Mortality — 1980-2030,” American Journal of Industrial Medicine 3, 259-311

8
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mortality rates, the model can estimate the number of exposed individuals alive in each future
year. This, together with the epidemiological model yields an estimate of the incidencesin each
future year.

1. TRUST PAYMENTSAND CASH FLOWS

22.  Thetwo broad categories of expenditures the Trust will face are payments to
claimants and administrative costs incurred through operation of the Trust. After calculating the
expected size of the exposed population, anticipated incidences of exposure over time, and
volume of claimslikely to be received by employing the Nicholson Methodol ogy, Peto Model,
and HSE Method, | based my projection of future claims’ values on the Debtors' historical
settlement values, which are consistent with Paddock’ s recent historical average settlements of
Asbestos Claims, and are consistent with the average settlement values provided in the TDP. To
estimate the Trust’s administrative costs, | examined data from the annual reports submitted by
other asbestos trusts.

23.  Toproperly account for the time value of money, however, a discount rate must
be applied to the nominal value of the Trust’s expendituresin order to determine the
expenditures’ net present value (“NPV"). | used discount rates ranging from 1.8% in the first
year to 4.7% for the fourth and later years, which are similar to the rates earned by other existing
asbestos trusts.

24. Based on thiswork and my claims forecast described above, | estimate that the
NPV of the Trust’s aggregate expenditures is approximately $610 million. Accordingly, |
believe, assuming even amarginal rate of return on the Trust’s investments, that the Trust’s

current funding of $610 million will likely be sufficient to fully compensate Asbestos Claims and
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Demands and that the Trust should be able to maintain a 100% Payment Percentage at the
Average Values set forth in the TDP.

Pursuant to 28 U.S.C. 8 1746, | declare under penalty of perjury that the foregoing is true
and correct.

Executed on May 13, 2022
/s/ Thomas Vasguez

Thomas Vasquez, Ph.D.

10
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