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KEATING MUETHING & KLEKAMP PLL
Jason V. Stitt, Esq. (admitted pro hac vice)
Bethany P. Recht (admitted pro hac vice)
One East Fourth Street, Suite 1400
Cincinnati, OH 45202
Telephone:
(513) 579-6400
Facsimile:
(513) 579-6457
Counsel for Garretson Resolution Group

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK
In re:
TRONOX INCORPORATED, et al.,
Debtors.

)
)
)
)
)
)
)

Chapter 11
Case No. 09-10156 (ALG)
Jointly Administered

NOTICE OF FILING ANNUAL REPORT AND ACCOUNT OF THE
TRONOX INCORPORATED TORT CLAIMS TRUST
FOR THE YEAR ENDING DECEMBER 31, 2018
Pursuant to Section 3.7(b)(i) of the Tronox Incorporated Tort Claims Trust Agreement
(the “Trust Agreement”), the Trustee of the Tronox Incorporated Tort Claims Trust (the
“Trust”), hereby gives notice of the filing of the Trust’s Annual Report and Account for the year
ending December 31, 2018 (the “Annual Report”), a copy of which is attached hereto as
Exhibit 1.
Consistent with Section 3.7(b) of the Trust Agreement, the Annual Report includes the
assets and liabilities of the Tort Claims Trust as of the end of the year and the receipts and
disbursements of the Tort Claims Trust for the preceding year, a summary of the number and
type of claims disposed of during the preceding year, a general description of the activities of the
Tort Claims Trust, the amount of compensation paid to the Tort Claims Trustee for the preceding
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year, and financial statements of the Tort Claims Trust audited by a firm of independent certified
public accountants.
As required by Section 3.7(b)(i) of the Trust Agreement, a copy of the Annual Report is
being served on Reorganized Tronox, the Delaware Trustee, and the Trust Advisory Committee.
In addition, pursuant to Section 3.7(b)(i), this report is available for inspection in accordance
with procedures established by the Bankruptcy Court, and shall also be filed with the Office of
the United States Trustee for the Southern District of New York.

Respectfully submitted:

Dated: April 30, 2019

/s/ Bethany P. Recht
Jason V. Stitt (admitted pro hac vice)
Bethany P. Recht (admitted pro hac vice)
KEATING MUETHING & KLEKAMP PLL
One East Fourth Street
Suite 1400
Cincinnati, Ohio 45202
Telephone: (513) 579-6400
Facsimile: (513) 579-6457
jstitt@kmklaw.com
brecht@kmklaw.com
Attorneys for Garretson Resolution Group

-2-

09-10156-mew

Doc 8400

Filed 04/30/19 Entered 04/30/19 14:26:22
Pg 3 of 9

EXHIBIT 1

Main Document

09-10156-mew

Doc 8400

Filed 04/30/19 Entered 04/30/19 14:26:22
Pg 4 of 9

Main Document

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK
In re:
TRONOX, INC., et al.,
Debtors.

)
)
)
)
)

Chapter 11
Case No. 09-10156 (ALG)
Jointly Administered

ANNUAL REPORT AND ACCOUNT OF THE
TRONOX INCORPORATED TORT CLAIMS TRUST
FOR THE YEAR ENDING DECEMBER 31, 2018
I.

INTRODUCTION
The Tronox Incorporated Tort Claims Trust (the “Tort Claims Trust” or “Trust”),

created pursuant to the First Amended Joint Plan of Reorganization under Chapter 11 of the
United States Bankruptcy Code for Tronox, Inc., et al. (“Plan of Reorganization”), through its
Trustee, the Garretson Resolution Group, Inc. (the “Tort Claims Trustee”), hereby files this
Annual Report and Account of the Tort Claims Trust (the “Annual Report”) in accordance with
Section 3.7(b) of the Tronox Incorporated Tort Claims Trust Agreement dated as of February 14,
2011 (the “Trust Agreement”).
This Annual Report summarizes the actions taken on behalf of the Tort Claims Trust
during the period from January 1, 2018 to December 31, 2018 (the “Reporting Period”) and
contains the following information: (1) the assets and liabilities of the Tort Claims Trust as of the
end of the year and the receipts and disbursements of the Tort Claims Trust for the preceding
year, (2) a summary of the number and types of claims disposed of during the preceding year,
(3) a general description of the activities of the Tort Claims Trust, (4) the amount of
compensation paid to the Tort Claims Trustee for the preceding year, and (5) financial statements
of the Tort Claims Trust audited by a firm of independent certified public accountants selected
by the Tort Claims Trustee and accompanied by an opinion of such firm as to the fairness of the
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financial statements’ presentation of the cash and investments available for the payment of Tort
Claims and as to the conformity of the financial statements with generally accepted accounting
principles.
II.

BACKGROUND
On January 12, 2009 (the “Petition Date”), Tronox Incorporated and certain of its

subsidiaries and affiliates (“Tronox”) filed voluntary petitions for relief under Chapter 11 of the
Bankruptcy Code with the United States Bankruptcy Court for the Southern District of New
York (the “Bankruptcy Court”).

On November 30, 2010, this Court entered an order

confirming the Plan of Reorganization. On February 14, 2011, the Effective Date of the Plan
occurred, and the Plan of Reorganization was substantially consummated. Pursuant to the Plan
of Reorganization, the Trust was created in order to assume the liabilities of the Tronox Debtors
arising from or relating to all Tort Claims (as that term is defined in the Plan of Reorganization)
and to use the Tort Claims Trust Distributable Amount to pay holders of Allowed Tort Claims in
accordance with the Plan of Reorganization, the Trust Agreement, and the Tort Claims Trust
Distribution Procedures (“TDP”) and in a manner that is fair, reasonable, and equitable in light
of the limited assets available to satisfy the Tort Claims.
1.

Trustee

The Tort Claims Trustee is Garretson Resolution Group, Inc. (“GRG”). The Tort Claims
Trustee administers the Trust, and acts solely in a fiduciary capacity and in accordance with the
Trust Agreement.
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Trust Advisory Committee

The Trust Advisory Committee (“TAC”) is comprised of three members: Ms. Jill A.
Moran, Mr. Matthew Slocum, and Mr. Anthony W. Merrill. The TAC represents the interests of
all Holders of Tort Claims for the purpose of protecting the rights of such persons.
3.

The Delaware Trustee

The Delaware Trustee’s sole and limited purpose is to fulfill the requirements of Section
3807 of Chapter 38 of title 12 of the Delaware Code. The Wilmington Trust Company serves as
the Delaware Trustee.
4.

Trust Distribution Procedures

The Tort Claims Trust processes Tort Claims pursuant to the Tronox Incorporated Tort
Claims Trust Distribution Procedures.
III.

ANNUAL REPORT AND ACCOUNT
Section 3.7(b)(i) of the Trust Agreement requires the Annual Report to include:
(1) the assets and liabilities of the Tort Claims Trust as of the end of
the year and the receipts and disbursements of the Tort Claims Trust
for the preceding year, (2) a summary of the number and type of
claims disposed of during the preceding year, (3) a general
description of the activities of the Tort Claims Trust, (4) the amount
of compensation paid to the Tort Claims Trustee for the preceding
year, and (5) financial statements of the Tort Claims Trust
(including, without limitation, a balance sheet of the Tort Claims
Trust as of the end of such fiscal year and a statement of operations
for such fiscal year) audited by a firm of independent certified
public accountants selected by the Tort Claims Trustee and
accompanied by an opinion of such firm as to the fairness of the
financial statements’ presentation of the cash and investments
available for the payment of Tort Claims and as to the conformity
of the financial statements with generally accepted accounting
principles. The Tort Claims Trustee shall provide a copy of each
annual report to Reorganized Tronox, the Delaware Trustee, and the
TAC when such reports are filed with the Bankruptcy Court.
Accordingly, the Tort Claims Trustee reports the following:
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Financial Information

Attached hereto as Exhibit A is a copy of the audited financial statements of the Trust for
the Reporting Period. The audited financial statements were prepared externally by BDO USA,
LLP, an accounting and business consulting firm with offices in multiple states. Accompanying
the audited financial statements is an opinion of BDO USA, LLP as to the fairness of the
financial statements’ presentation of the cash and investments available for the payment of Tort
Claims and as to the conformity of the financial statements with generally accepted accounting
principles.
2.

Assets/Liabilities and Receipts/Disbursements

The assets and liabilities and receipts and disbursements of the Tort Claims Trust for the
reporting period can be found in the Trust’s audited financial statements attached hereto as
Exhibit A.
3.

Trustee Compensation

As required by Section 3.7(b)(i) of the Trust Agreement, the amount paid in fees to the
Tort Claims Trustee is set forth in the audited financial statements, which are attached hereto as
Exhibit A.
4.

TAC Compensation

As required by Section 6.6 of the Trust Agreement, the compensation and expenses of the
TAC can be found in the audited financial statements attached hereto as Exhibit A.
5.

Claims Processing and Summary of Claims

Section 3.7(b)(1) of the Trust Agreement requires the Annual report to include “a
summary of the number and type of claims disposed of during the preceding year.” Attached as
Exhibit B is a summary of the claims processed and paid during the 2018 fiscal year.
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Other Activities of the Tort Claims Trust
A.

Claims Processing Related Matters

By June 2016, the Trust had received over 15,000 claims filed as Future Tort Claims. On
June 30, 2016, the Trust filed a motion with the Bankruptcy Court seeking instructions relating
to the proper interpretation of the Plan, Trust Agreement and Trust Distribution Procedures as to
the allowance and disallowance of claims filed against the Trust as Future Tort Claims. On
January 19, 2017 the Bankruptcy Court entered an Order providing instruction on these issues.
That Order, inter alia, directed the Trust to provide notice to all holders of disallowed Future
Tort Claims that in addition to contesting the Trust’s disallowance of their claims through the
alternative dispute resolution procedures spelled out in the TDP, they could file a motion with
the Bankruptcy Court seeking a ruling that their claims should not have been disallowed, either
on due process grounds, or due to excusable neglect. Over 4,300 of these motions were filed
with the Bankruptcy Court as of December 31, 2017. On April 25, 2018, the Trust filed an
omnibus objection with the Bankruptcy Court requesting that the Court deny all of these
motions. The Bankruptcy Court has not yet ruled on the motions filed by holders of Future Tort
Claims or the Trust’s omnibus objection to those motions.
Additionally, GRG, in its capacity as Trustee, was named as a defendant in a lawsuit
pending before the Lowndes County, Mississippi Chancery Court. The lawsuit is the second
lawsuit filed by Arelya Mitchell against GRG and various attorneys that represented the estate of
Ms. Mitchell’s mother, Martha Mitchell, in connection with the settlement of Martha Mitchell’s
Category D claim. The first lawsuit was dismissed by the court without requiring GRG to
respond to the complaint. Ms. Mitchell failed to timely appeal dismissal of that initial lawsuit.
The second lawsuit names the Judge who dismissed her prior complaint based on the same
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Ms. Mitchell alleges numerous causes of action—albeit not explicitly against

GRG—including misconduct, conspiracy and collusion to commit fraud, unethical conduct and
ethical violations. Ms. Mitchell’s claim against GRG relates to the payment made by GRG to the
Center for Medicare and Medicaid Services to satisfy the Medicare lien against the settlement
funds, as required under the TDP. GRG has filed a motion to dismiss the pending lawsuit based
upon res judicata, lack of personal jurisdiction, and failure to state a claim, and has also asserted
the defenses of release and accord and satisfaction. GRG has also filed oppositions to Ms.
Mitchell’s pending motions to compel and for sanctions against defendants in the lawsuit, and
her motion to add claims against defendants. The Court is expected to hear all pending motions
on May 10, 2019.
IV.

CONCLUSION
This summarizes the actions taken on behalf of the Tort Claims Trust for the year ending

December 31, 2018.
9092527.1
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Tronox Incorporated
Tort Claims Trust
Special-Purpose Financial Statements
Years Ended December 31, 2018 and 2017

The report accompanying these financial statements was issued by
BDO USA, LLP, a Delaware limited liability partnership and the U.S. member of
BDO International Limited, a UK company limited by guarantee.
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300 Spruce Street, Suite 100
Columbus, OH 43215

Independent Auditor’s Report
To the Trustee
Tronox Incorporated Tort Claims Trust
Cincinnati, Ohio
We have audited the accompanying special-purpose financial statements of Tronox Incorporated
Tort Claims Trust (the “Trust”) (a statutory Trust created under the laws of the State of
Delaware), which comprise the special-purpose statements of assets, liabilities, and net assets
available for the payment of claims as of December 31, 2018 and 2017, and the related specialpurpose statements of changes in net assets available for the payment of claims and cash flows
for the years then ended, and the related notes to the special-purpose financial statements.
Management’s Responsibility for the Special-Purpose Financial Statements
Management is responsible for the preparation and fair presentation of these special-purpose
financial statements in accordance with the special-purpose basis of accounting described in
Note 1; this includes determining that the special-purpose basis of accounting is an acceptable
basis for the preparation of the special-purpose financial statements in the circumstances.
Management is also responsible for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of special-purpose financial statements
that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these special-purpose financial statements based on
our audits. We conducted our audits in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the special-purpose financial statements are free
from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the special-purpose financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the specialpurpose financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation
of special-purpose financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
special-purpose financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Opinion
In our opinion, the special-purpose financial statements referred to above present fairly, in all
material respects, the special-purpose statement of assets, liabilities, and net assets available
for the payment of claims as of December 31, 2018 and 2017, and the related special-purpose
statements of changes in net assets available for the payment of claims and cash flows for the
years then ended in accordance with the special-purpose basis of accounting the Trust uses, as
described in Note 1.
Basis of Accounting
As discussed in Note 1, the special-purpose financial statements were prepared on a specialpurpose basis of accounting and are not intended to be a presentation in conformity with
accounting principles generally accepted in the United States of America. The special-purpose
basis of accounting has been used in order to communicate the amount of net assets presently
available for current and future claimants of the Trust. Our opinion is not modified with respect
to that matter.
Restriction of Use
Our report is intended solely for the information and use of the Trust and is not intended to be
used and should not be used by anyone other than this specified party. This restriction is not
intended to limit the distribution of this report which, upon filing with the United States
Bankruptcy Court for the Southern District of New York, is a matter of public record.

April 29, 2019
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Tronox Incorporated Tort Claims Trust

Special-Purpose Statements of Assets, Liabilities, and Net Assets
Available for the Payment of Claims

December 31,

2018

2017

Assets
Current Assets
Cash and cash equivalents
Investments
Interest receivable

$

Total Current Assets

39,286,451
39,119,136
212,566

$

46,289,812
34,446,910
435,971

78,618,153

81,172,693

187,531

116,329

Liabilities
Current Liabilities
Accounts payable
Accrued claimant disbursements

248,433

Total Current Liabilities

-

435,964

Net Assets Available for the
Payment of Claims

$

78,182,189

116,329

$

81,056,364

See accompanying independent auditor's report and notes
to the special-purpose financial statements.
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Tronox Incorporated Tort Claims Trust

Special-Purpose Statements of Changes in Net Assets
Available for the Payment of Claims

Years ended December 31,

2018

Additions
Change in amount of previously settled Medicare Claims (see Note 4)
Interest and dividends
Realized gains on investment securities
Unrealized gains on investment securities

$

1,214,496
12,058
95,613

2017

$

13,350,420
1,345,424
18,866
-

Total Additions

1,322,167

14,714,710

Deductions
Claimant disbursements
Trust management and processing fees
Administrative costs
Unrealized losses on investment securities
Trust legal fees
Trust insurance premium
Trust Advisory Committee fees
Accounting fees

705,567
2,771,826
215,410
177,142
227,200
49,192
50,005

18,420,246
3,872,977
532,419
425,431
223,848
231,154
101,555
53,420

Total Deductions

4,196,342

23,861,050

Changes in net assets available for
the payment of claims

(2,874,175)

(9,146,340)

Net assets available for
the payment of claims
Beginning of year

81,056,364

90,202,704

End of year

$

78,182,189

$

81,056,364

See accompanying independent auditor's report and notes
to the special-purpose financial statements.
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Tronox Incorporated Tort Claims Trust
Special-Purpose Statements of Cash Flows

2018

Years ended December 31,

2017

Operating Activities
Changes in net assets available for the payment of claims

$

(2,874,175)

$

(9,146,340)

Adjustments to reconcile changes in net assets
available for the payment of claims to net cash used in
operating activities:
Unrealized (gains) losses on investment securities
Realized gains on investment securities
Changes in operating assets and liabilities:
Interest receivable
Accounts payable
Accrued claimant disbursements

(95,613)
(12,058)

425,431
(18,866)

223,405
71,202
248,433

Net cash used in operating activities

40,385
(1,073,808)
(42,988,145)

(2,438,806)

(52,761,343)

84,075,000
(88,639,555)
-

57,290,640
(21,956,217)
15,003

Net cash (used in) provided by investing activities

(4,564,555)

35,349,426

Net Decrease in Cash and Cash Equivalents

(7,003,361)

(17,411,917)

Cash and Cash Equivalents, beginning of year

46,289,812

63,701,729

Investing Activities
Maturities of investment securities
Purchases of investment securities
Proceeds from sale of investment securities

Cash and Cash Equivalents, end of year

$

39,286,451

$

46,289,812

See accompanying independent auditor's report and notes
to the special-purpose financial statements.
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Tronox Incorporated Tort Claims Trust

Notes to the Special-Purpose Financial Statements

1. Summary of Significant Accounting Policies
Organization and Purpose
Tronox Incorporated Tort Claims Trust (the Trust) was established for the sole purpose of assuming
the liabilities of the Tronox, Inc. debtors, their predecessors, and successors in interest, for all Tort
Claims, and to use the Tort Claims Trust Distributable Amount to pay Holders of Allowed Tort Claims
in accordance with the First Amended Joint Plan of Reorganization of Tronox Incorporated et al.
pursuant to Chapter 11 of the Bankruptcy Code (the “Plan”), the Tort Claims Trust Agreement (the
“Agreement”), and the Tort Claims Trust Distribution Procedures (the “TDPs”), and in a manner
that is fair, reasonable, and equitable in light of the limited assets available to satisfy the Tort
Claims. The Trust does not conduct any trade or business.
Basis of Presentation
The Trust’s special-purpose financial statements are prepared using special-purpose accounting
methods adopted by the Garretson Resolution Group, Inc. (the “Trustee”), which differ from
accounting principles generally accepted in the United States of America (“GAAP”). The specialpurpose accounting methods were adopted in order to communicate to the beneficiaries of the Trust
the net assets available for the payment of claims and the related operating expenses of the Trust.
Since the accompanying special-purpose financial statements and transactions are not based upon
GAAP, accounting treatment by other parties for these same transactions may differ as to timing
and amount. The special-purpose accounting methods include the following:
x

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

x

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

x

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

x

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

x

Tort Claims Insurance Assets are not recorded until the funds are received from the insurance
carriers. These recoveries come from various insurance settlements, which were obtained by
the Trust and related entities and assigned to the Trust. The insurance policies cover, among
other things, products and general liability claims. Under GAAP, Tort Claims Insurance Assets
are recorded upon settlement and assurance of collectability.
9
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Tronox Incorporated Tort Claims Trust

Notes to the Special-Purpose Financial Statements

Funds
In accordance with the Agreement, the Trustee created four separate funds as described in the
Plan. The funds were created as follows:
Fund A is a fund established for the payment of Allowed Asbestos Claims, Allowed Future Tort
Claims, and any Allowed Unaccounted-for Tort Claims, and shall consist of a separate sub-account
within the Trust, as defined in the Agreement.
Fund B is a fund established for the payment of Allowed Indirect Environmental Claims, and shall
consist of a separate sub-account within the Trust, as defined in the Agreement.
Fund C is a fund established for the payment of Allowed Property Damage Claims, and shall consist
of a separate sub-account within the Trust, as defined in the Agreement.
Fund D is a fund established for payment of the Allowed Non-Asbestos Toxic Exposure Claims, and
consists of the balance of assets not otherwise allocated to Funds A, B, and C, and shall consist of
a separate sub-account within the Trust, as defined in the Agreement.
The final allocations for Funds B and C will depend upon the amount of Allowed Tort Claims asserted
against each Fund, as specified in the TDPs. In addition, the final allocation for Fund D may increase
and will be determined by the final allocations for Funds B and C, as set forth in the TDPs.
In accordance with the Agreement, the Trust was initially required to allocate the proceeds to the
four trust funds, Funds A, B, C, and D (the “Funds”). Funds A, B, and C were initially allocated 6.25%
each and Fund D was initially allocated 81.25%. As of July 31, 2014, Fund B and Fund D were
reallocated to result in allocations of 2.97% and 84.53%, respectively. As of August 31, 2016, Fund
C and Fund D were reallocated to result in allocations of 3.125% and 87.655%, respectively (see Fund
Reallocation note below).
The Trust also maintains two additional funds, the General Administrative Expenses and Reserves
Fund and Excess Anadarko Fund, for the purpose described below:
The General Administrative Expenses and Reserves Fund is a fund established for payment of the
allowed general and administrative expenses associated with the Trust operations, and shall consist
of a separate sub-account within the Trust.
In accordance with Section 1.5(e) of the TDPs, the Excess Anadarko Fund consists of five percent of
the net proceeds of the Anadarko Litigation payable to the Trust pursuant to the Anadarko Litigation
Trust Agreement in excess of $120 million.
Funding income and investment-specific income are allocated first to the Excess Anadarko Fund and
General Administrative Expenses and Reserves Fund, then the remainder pro rata across the Funds.
Funding income and investment-specific income and expenses related to a particular fund are
allocated solely to that fund.
The use of these funds, described above, is specified by the Agreement and a complete description
of the funds must be derived from the Agreement.
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Tronox Incorporated Tort Claims Trust

Notes to the Special-Purpose Financial Statements

This description of the Trust is not intended to be a legal interpretation of the benefits available to
Holders of Allowed Tort Claims, nor is it a legal description of the obligations of any parties to the
Plan. A complete description of the rights and benefits of any parties must be derived from the Plan
and the Agreement.
Fund Reallocation
As determined by the aggregate amount of Allowed Property Damage Claim, effective August 31,
2016, Fund C was allocated 3.125%. As specified by the Agreement, the portion previously allocated
to Fund C in excess of 3.125% was allocated to Fund D resulting in an allocation of 87.655%.
Cash and Cash Equivalents
The Trust considers highly liquid investments, such as certificates of deposit, money market funds,
and United States treasury bills and notes as cash equivalents.
Investments
The Trust holds investment securities in accounts at financial institutions. These investment
securities are recorded at fair value, as determined by quoted market prices (see Note 8). Changes
in the fair value of investment securities are included as unrealized gains and losses on investment
securities and realized gains and losses on investment securities (when sold) in the accompanying
special-purpose statements of changes in net assets available for the payment of claims.
Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on
the accrual basis. Dividends are recorded on the ex-dividend date.
Interest Receivable
Interest receivable is reported at net realizable value, and consists of interest to be received on
investments.
Accrued Claimant Disbursements
Accrued claimant disbursements consist of claims settled before year end, but paid after year end.
Accounts Payable
Accounts payable consist of accruals and outstanding invoices associated with managing the Trust.
At December 31, 2018 and 2017, payables consist of certain trust management and processing fees,
including related party payables (Note 3), incurred by the Trust during the year and paid after year
end.
Funding Income
Funding income is recognized as additions to net assets available for the payment of claims when
received by the Trust.
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Operating Expenses
Operating expenses of the Trust are recognized when incurred (see Basis of Presentation note above
for treatment of future fixed liabilities and services to be received over extended period of time).
Claimant Disbursements
Claimant disbursements include Medicare holdbacks, Medicaid holdbacks, attorney fees, case
expenses, and net awards to Holders of Allowed Tort Claims. Claimant disbursements are recognized
when confirmed claims are settled. For the years ending December 31, 2018 and 2017, $705,567
and $18,420,246 in claims were settled, respectively, and were included in the special-purpose
statements of changes in net assets available for the payment of claims.
Concentrations of Credit Risk
Financial instruments that potentially subject the Trust to concentrations of credit risk consist
principally of cash equivalents. The Trust places its cash equivalents in certificates of deposit,
money market funds, and accounts which are in excess of federally insured limits or are not federally
insured.
Tax Status
An election has been made for the Trust to be taxed as a Grantor Trust. In lieu of paying taxes at
the trust level, Tronox, Inc. is taxed on the Trust’s taxable income. As such, no provision or liability
for federal or state income taxes has been recorded.
Uncertain tax positions are recognized in the special-purpose financial statements when it is morelikely-than-not the position will be sustained upon examination by the tax authorities. As of
December 31, 2018 and 2017, the Trust had no uncertain tax positions that qualify for either
recognition or disclosure in the special-purpose financial statements. Additionally, the Trust had no
interest and penalties related to income taxes.
Use of Estimates
The preparation of the special-purpose financial statements in conformity with the special-purpose
accounting methods adopted by the Trustee, requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the special-purpose financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.
Events Occurring After the Reporting Date
The Trust has evaluated events and transactions that occurred between December 31, 2018 and
April 29, 2019, which is the date that the special-purpose financial statements were initially
available to be issued, for possible recognition or disclosure in the special-purpose financial
statements (see Note 7).
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2. Settlement Funds
In accordance with the Plan, the assets transferred or to be transferred to or received by the Trust
consist of the Funded Tort Claims Trust Amount of $12,500,000, which Tronox Worldwide, LLC
contributed upon the establishment of the Trust; the Trust’s share (not less than twelve percent
(12.00%)) of the proceeds of the Anadarko Litigation (which was a related lawsuit that was settled
in 2012 and finalized in 2015) pursuant to the Anadarko Litigation Trust Agreement, together with
any other amounts provided therein; and the Tort Claims Insurance Assets, as defined by the
Agreement. In accordance with the Trust’s accounting policies, such Tort Claims Insurance Assets
or claims against Tort Claims Insurance Assets (or sales thereof) are recorded as an addition to net
assets available for the payment of claims when the funds are received from the insurance
companies.
No funding income was received by the Trust during the years ended December 31, 2018 and 2017.

3. Related Party Transactions
The Trustee is affiliated with the Trust as the Tort Claims Trustee and performed certain
transactions with the Trust during 2018 and 2017. For the years ended December 31, 2018 and 2017,
the Trust recorded no related party accounts receivable and recorded related party accounts
payable of $48,357 and $64,652, respectively. These related party payables are included in accounts
payable in the special-purpose statements of assets, liabilities, and net assets available for the
payment of claims. For the years ended December 31, 2018 and 2017, the total amount of fees paid
to the Trustee was $2,754,986 and $3,862,674, respectively, which were included as trust
management and processing fees and administrative costs in the accompanying special-purpose
statements of changes in net assets available for the payment of claims.

4. Change in Amount of Previously Settled Medicare Claims
In July 2016, the Trust approved $28,922,121 of Medicare claims for release, based on claims made
by the Centers for Medicare and Medicaid Services (CMMS). CMMS notified the Trust in September
2016 that the amount paid was overstated and the full payment was returned to the Trust. In May
2017, CMMS resubmitted the claim, totaling $15,571,701.
As of December 31, 2016, $29,922,121 of Medicare claims had been approved by the Trust for
release, via the Trustee’s Lien Resolution Department, and did not require further approval when
the amount would ultimately be resubmitted in May 2017. Under the special-purpose accounting
framework, the criteria for expense recognition had been met and the amount of $29,922,121 was
recorded within accrued claimant disbursements in the accompanying special-purpose statement of
assets, liabilities, and net assets available for the payment of claims as of December 31, 2016. The
difference between the amount accrued at December 31, 2016 and the ultimate settlement in May
2017, totaling $13,350,420, has been accounted for as a change in estimate and is reported as an
addition to net assets in the accompanying special-purpose statement of changes in assets,
liabilities, and net assets available for the payment of claims for the year ended December 31, 2017.

5. Finalized Litigation
On February 10, 2012 a lawsuit was filed against the Trust by First National Community Bank
(“FNCB”). In the suit, FNCB did not seek any monetary damages from the Trust, but instead asked
13
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the Court to order that certain proceeds from the Trust be paid to FNCB rather than its debtor, the
Powell Law Group (“PLG”). The Trust agreed to the entry of an injunction to this effect. After the
action was filed, several additional parties intervened as plaintiffs, also alleging a claim to certain
proceeds from the Trust to be paid to PLG. As of December 31, 2015, all claims by the intervening
plaintiffs and FNCB had been resolved except for those asserted by Montgomery McCracken Walker
& Rhoads, LLC (“MMWR”). On August 26, 2016, the Court granted MMWR’s motion for summary
judgment and entered a declaratory judgment establishing an attorney’s lien in the amount of
$2,951,316, plus pre-judgment and post-judgment interest, over the funds being held by the Trust
pursuant to the injunction. By Opinion dated September 13, 2017, the First Appellate District
affirmed the judgment. In accordance therewith, the Trust released the full judgment amount of
$3,643,164 to MMWR on October 6, 2017, which was included as claimant disbursements in the
accompanying special-purpose statements of changes in net assets available for the payment of
claims. A Satisfaction of Judgment was filed on November 9, 2017 and the injunction was dissolved
on November 6, 2017.
On January 8, 2016, Queen Vaughn sent a letter to the Bankruptcy Court requesting that her claim
against the Trust be allowed as a Category D claim. The Bankruptcy Court treated the letter as a
motion for permission to file a late proof of claim. The Trust filed a response, and the Bankruptcy
Court denied the request to file a late Category D claim. Vaughn filed a notice of appeal from the
Bankruptcy Court decision. On January 13, 2017, the District Court dismissed that appeal as
untimely. Vaughn filed a timely Notice of Appeal to the Second Circuit Court of Appeals. On May 19,
2017, the Second Circuit entered an order dismissing the appeal, without need of the Trust to file
a brief, because the appeal “lacked an arguable basis in law or fact.” Vaughn filed a motion to
reconsider, which the Court denied as defective. Vaughn filed a motion to cure the defect, which
was also denied by an order entered on June 22, 2017. The Second Circuit issued its Mandate to
the District Court on July 7, 2017.

6. Liability for Claims
The ultimate number of claims to be filed and the liability for all such claims are uncertain at this
time. The net assets available for the payment of claims at December 31, 2018 and 2017 represent
funding available for all claims for which no fixed liability has yet been established. The net assets
available for the payment of claims at December 31, 2018 and 2017 may or may not be sufficient to
meet all future obligations of the Trust.

7. Trust Liability Insurance
The Trust purchased liability insurance for a premium of $227,200 and $231,154 in 2018 and 2017,
respectively. The current policy term is February 2018 to February 2019. Subsequent to year end,
the policy was renewed through August 2019. The previous policy term was February 2017 to
February 2018. The Trust’s accounting policy is to expense in the current period any amounts that
will not be available to pay future claims or expenses of the Trust. Accordingly, these amounts were
recorded as a deduction in net assets available for payment of claims during the years ended 2018
and 2017, respectively.
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8. Fair Value Measurements
The following disclosures enable the reader of the financial statements to assess the inputs used to
develop fair value measurements by establishing a hierarchy for ranking the quality and reliability
of the information used to determine fair values.
Assets and liabilities must be carried at fair value and disclosed in one of the following three
categories:
x
x
x

Level 1: Quoted market prices in active markets for identical assets or liabilities.
Level 2: Observable market based inputs or unobservable inputs that are corroborated by
market data.
Level 3: Unobservable inputs that are not corroborated by market data.

The Trust’s financial assets as of December 31, 2018 and 2017 included investment securities. The
fair value of the Trust’s investment securities were determined based on quoted prices in active
markets.
The methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, while the Trust believes its
valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different fair value measurement at the reporting date.
Fair values of assets measured on a recurring basis at December 31, 2018 are as follows:
Fair Value Measurements at Reporting Date Using
Fair Value
(Level 1)
(Level 2)
(Level 3)
Investment securities:
Corporate fixed income bonds $ 18,670,951
20,448,185
Government bonds
Total investment securities

$ 39,119,136

$ 18,670,951 $
20,448,185

-

$

-

$39,119,136

-

$

-

$

Fair values of assets measured on a recurring basis at December 31, 2017 are as follows:
Fair Value Measurements at Reporting Date Using
Fair Value
(Level 1)
(Level 2)
(Level 3)
Investment securities:
Corporate fixed income bonds $ 27,757,525
Government bonds
6,689,385

$ 27,757,525
6,689,385

$

-

$

-

Total investment securities

$ 34,446,910

$

-

$

-

$ 34,446,910
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300 Spruce Street, Suite 100
Columbus, OH 43215

Independent Auditor’s Report on Supplementary Information
To the Trustee
Tronox Incorporated Tort Claims Trust
Cincinnati, Ohio
Our audits of the special-purpose financial statements included in the preceding section of this
report were conducted for the purpose of forming an opinion on those statements as a whole.
The supplementary information presented in the following section of this report is presented for
purposes of additional analysis and is not a required part of the special-purpose financial
statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the specialpurpose financial statements. The information has been subjected to the auditing procedures
applied in the audits of the special-purpose financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the special-purpose financial statements or to the
special-purpose financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the special-purpose financial
statements as a whole.

April 29, 2019

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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End of Year

Beginning of Year

Net assets available for
the payment of claims

available for the payment of
claims

Decrease in net assets

Total Deductions

Trust legal fees
Trust insurance premium
Trust Advisory Committee fees
Accounting Fees

Deductions
Claimant disbursements
Trust management and processing fees
Administrative costs

Total Additions

Additions
Interest and dividends
Realized gains on investment securities
Unrealized gains on investment securities

Year ended December 31, 2018

22,246,571

(1,877,568)

2,185,917

-

2,002,076
15,625
168,216

308,349

330
5,663

302,356

$ 20,369,003

$

Trust
Fund A

$

$

268,130

224,772

43,358

-

-

-

43,358

157
2,685

40,516

Trust
Fund B

$

$

25,388,342

25,236,104

152,238

706,049

-

705,567
208
77
197

858,287

774,284
4,714
79,289

$

$

3,757,392

5,037,021

(1,279,629)

1,304,376

227,200
49,192
50,005

769,542
199,708
8,729

24,747

85
1,431

23,231

General Administrative
Expenses and Reserves

$

$

23,979,930

23,940,648

39,282

-

-

-

39,282

217
3,718

35,347

Excess
Anadarko

81,056,364

(2,874,175)

4,196,342

227,200
49,192
50,005

705,567
2,771,826
215,410
177,142

1,322,167

1,214,496
12,058
95,613

$ 78,182,189

$

Total

See accompanying independent auditor's report and notes to the supplementary information.

4,419,392

4,371,248

48,144

-

-

-

48,144

6,555
2,827

38,762

Trust
Fund D

Doc 8400-1 Filed 04/30/19 Entered 04/30/19 14:26:22
2018 Financial Statements Pg 20 of 22

18

$

$

Trust
Fund C

Special-Purpose Schedules of Changes in Net Assets
Available for the Payment of Claims by Fund

Tronox Incorporated Tort Claims Trust
09-10156-mew
Exhibit A -

Trust

End of Year

the payment of claims
Beginning of Year
$ 22,246,571

25,623,663

(3,377,092)

(Decrease) increase in net assets
available for the payment of
claims

Net assets available for

3,564,838

-

2,995,825
353,650
25,154
190,209
-

-

187,746

1,115

186,631

-

Fund A

Total Deductions

Trust legal fees
Trust insurance premium
Trust Advisory Committee fees
Accounting Fees

Deductions
Claimant disbursements
Trust management and processing fees
Administrative costs
Unrealized losses on investment securities

Total Additions

Realized gains on investment securities

Additions
Change in amount of previously settled Medicare Claims $
Interest and dividends

Year ended December 31, 2017

$

$

224,772

1,880,708

(1,655,936)

1,696,058

-

11,948
75
-

1,684,035

40,122

529

39,593

-

Fund B

Trust

-

$

$

25,236,104

28,007,103

(2,770,999)

17,143,671

-

22,200
14,278
352,799
18,183
-

16,736,211

14,372,672

15,648

13,350,420
1,006,604

General Administrative

$

$

5,037,021

6,443,295

(1,406,274)

1,427,246

101,555
53,420

854,952
164,491
6,368
15,306
231,154

-

20,972

282

20,690

-

Expenses and Reserves

$

$

Excess

23,940,648

23,909,659

30,989

16,585

-

16,585
-

-

47,574

46,839
735

-

Anadarko

$ 81,056,364

90,202,704

(9,146,340)

23,861,050

101,555
53,420

3,872,977
532,419
425,431
223,848
231,154

18,420,246

14,714,710

1,345,424
18,866

$ 13,350,420

Total

See accompanying independent auditor's report and notes to the supplementary information.

4,371,248

4,338,276

32,972

12,652

-

12,577
75
-

-

45,624

557

45,067

Trust
Fund D
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Fund Reallocation
As determined by the aggregate amount of Allowed Property Damage Claim, effective August 31,
2016, Fund C was allocated 3.125%. As specified by the Agreement, the portion previously allocated
to Fund C in excess of 3.125% was allocated to Fund D resulting in an allocation of 87.655%. The
additions and deductions in the special-purpose schedule of changes in net assets available for the
payment of claims by fund reflects the initial fund allocation through August 30, 2016 and the
adjusted fund allocation prospectively through December 31, 2016. The additions and deductions
since inception of the Trust were adjusted retrospectively through August 30, 2016 in a separate
line item (court-directed fund reallocation, net) in the special-purpose schedule of changes in net
assets available for the payment of claims by fund for the year ended December 31, 2016.
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Claims Summary through 12/31/2018

Claim Type
Category A Asbestos:
Category A Future Tort Claims:
Category B:
Category C:
Category D:

Total Number of
Total Number of
Claims with
Claims Through
Determinations Made Claims Determined in
12/31/2018
Through 12/31/2018
2018
880
880
0
38,429
19,336
2,304
23
23
0
6
6
0
6,771
6,771
0

Claims Paid in
2018
0
0
0
0
$601,159.85

Total Number of
Allowed Claims
Paid Through
12/31/2018
0
0
17
6
6,660

Percentage of
Allowed Claims Paid
Overall
0%
0%
73.91%
100%
98.36%

Total Amount
Distributed
$
$
$
$
$

‐
‐
17,463,945.17
18,157,598.76
486,140,470.42
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Bethany P. Recht (admitted pro hac vice)
One East Fourth Street, Suite 1400
Cincinnati, OH 45202
Telephone:
(513) 579-6400
Facsimile:
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Counsel for Garretson Resolution Group

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK
In re:
TRONOX INCORPORATED, et al.,
Debtors.

)
)
)
)
)
)
)

Chapter 11
Case No. 09-10156 (ALG)
Jointly Administered

CERTIFICATE OF SERVICE
Bethany P. Recht, under penalty of perjury, hereby certifies the following:
1.

I am an attorney with the law firm of Keating Muething & Klekamp PLL, counsel

to the Tort Claims Trustee of the Tronox Incorporated Tort Claims Trust.
2.

On April 30, 2019, pursuant to Section 3.7(b)(i) of the Tronox Incorporated Tort

Claims Trust Agreement, I caused to be served the Annual Report of the Tronox Incorporated
Tort Claims Trust and the Notice of Filing Annual Report and Account of the Tronox
Incorporated Tort Claims Trust for the Year Ending December 31, 2018 [Doc. No. 8400] via
First Class U.S. Mail on the parties identified on the attached Service List.
I certify, under penalty of perjury, that the statements made herein are true and correct.
/s/ Bethany P. Recht
Bethany P. Recht (0088478)
Keating Muething & Klekamp PLL
One East Fourth Street, Suite 1400
Cincinnati, Ohio 45202
Telephone: (513) 579-6400
Facsimile: (513) 579-6457
brecht@kmklaw.com
Counsel for Garretson Resolution Group
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Tronox Incorporated
3301 NW 150th Street
Oklahoma City, OK 73134

Anthony W. Merrill, Esquire
Polsinelli Shughart PC
Cityscape
One East Washington, Suite 1200
Phoenix, AZ 85004

Jill A. Moran, Esquire
The Powell Law Group, P.C.
789 Airport Rd.
Suite 106
Hazle Township, PA 18202

Matthew Slocum, Esquire
Slocum and Lang, P.C.
410 Spruce St.
Scranton, PA 18503

Wilmington Trust Company
Attention: Joe Feil
1100 North Market Street
Wilmington, DE 19890-1615

Office of the United States Trustee
U.S. Federal Office Building
201 Varick Street, Room 1006
New York, NY 10014
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