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Since the early 1980s, dozens of companies facing asbestos claims have filed for bankruptcy pro-
tection under Chapter 11 of the U.S. Bankruptcy Code. As the number of asbestos claims have
continued to mount over time, and with plaintiffs’ demands to the remaining asbestos defendants
increasing dramatically, a number of additional companies — GAF, Babcock & Wilcox, Pittsburgh
Corning, Owens Corning, W.R. Grace, Armstrong World Industries, and, just last month, USG
Corp. — have also recently filed for bankruptcy protection.

Many articles discussing those recent bankruptcy filings have referred in passing to the “more
than twenty” or “more than thirty” companies that have, over time, filed for bankruptcy because
of asbestos-related lawsuits. But exactly who has filed for bankruptcy protection and what has
happened to those companies since their bankruptcy filings? This article will provide a (hope-
fully) comprehensive chronology of the asbestos-related bankruptcies and a brief summary of the
status of the more prominent filings.'

1. The First To Go

Facing an estimated 17,000 asbestos claims, and anticipating up to 120,000 more,” UNR Indus-
tries, Inc., was the first asbestos defendant to file for bankruptcy protection under Chapter 11.°
More specifically, UNR and ten related companies, including UNARCO Industries, Inc., filed in
the U.S. Bankruptcy Court for the Northern District of Illinois in July, 1982.* The UNR Industries
trust was confirmed in 1989, and the trust was initially funded with 64% of the company’s share-
holder equity.® As of December 31, 2000, the trust had received more than 360,000 claims.®

Despite being in place for more than a decade, issues concerning the UNR trust continue to
arise. In March, 2001, two claimants filed an adversary complaint in the bankruptcy court,
challenging a $100 per claim filing fee. The trust had imposed the fee because unnamed law
firms supposedly had “become careless in their filing practices.””

Perhaps the most well-known asbestos-related bankruptcy filing was made by Johns-Manville when
it sought Chapter 11 relief in August, 1982 in the United States Bankruptcy Court for the Southern
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District of New York.* Johns-Manville’s reorganization plan, confirmed by the bankruptcy court in
1988, created the Manville trust with 80% of shareholder equity.” At that time, the Manville Trust
was expected to receive between 83,000-100,000 asbestos claims over the expected 49-year life of
the trust. However, since its first full year of operation in 1989, the Manville Trust has paid out
over $2.5 billion to nearly 360,000 beneficiaries."

The Manville Trust also continues to receive record numbers of claims. Nearly 60,000 claims were
filed with the trust during 2000, the most claims filed in one year since the trust’s first full year of
operations, and during the first ten weeks of 2001 the trust had received twice as many claims as
it had during the same period in 2000. Moreover, in the first quarter of 2001 alone, over 25,000
claims were paid out, totaling $107 million.”® As a result, the trust is now considering whether to
lower payments to as low as 5-6.5¢ on the dollar.”

The issue of how to deal with so-called “future claimants” (i.e. those who were exposed to asbestos
pre-petition but who have not manifested any injuries) surfaced as a result of the UNR and Johns-
Manville bankruptcies. Congress responded in 1994 with specific amendments to the Bankruptcy
Code, now codified at 11 U.S.C. § 524(g). As a result of those amendments, companies that have
filed for bankruptcy since 1994 have been able to “channel” all claims — including all future claims
— to a trust which can appoint a “futures representative” to act on behalf of such claimants.’®

In addition to UNR Industries and Johns-Manville, three other companies sought bankruptcy pro-
tection because of asbestos claims in the early 1980s. Amatex Corp. filed in November, 1982 in the
U.S. Bankruptcy Court for the Eastern District of Pennsylvania, at which point the company was
already facing over 9,000 asbestos claims.’® Its reorganization plan was approved in 1990, and
over time, the Amatex trust has paid out over $11 million.’® Waterman Steamship Corp. filed for
Chapter 11 bankruptcy protection in December, 1983 and its reorganization plan was confirmed in
1986.” Finally, Wallace & Gale Company filed for Chapter 11 in 1984.%.

2, The Next Wave

The bankruptcy filings of Johns-Manville, UNR and others in the early 1980s set the stage for a
rush of new bankruptcies in the ensuing decade. Between 1985 and 1994, nearly twenty compa-
nies filed for Chapter 11 bankruptcy protection as a result of asbestos litigation.

In 1985, Forty-Eight Insulations, Inc., a manufacturer of asbestos-containing products, filed for
bankruptcy, facing more than 26,000 claims that had been brought against the company.? The
Modified Fourth Amended Plan of Liquidation was confirmed by the U.S. Bankruptcy Court for
the Northern District of lllinois in 1995 and included an injunction protecting Forty-Eight’s parent
company, Foster Wheeler Corp.” The trust was funded with 100% of shareholder equity.”

In July, 1986, Philadelphia-based Pacor (Philadelphia Asbestos Corporation), Inc. and Pacor Mate-
rial Supply Co., small local distributors, filed for Chapter 11.' Their reorganization plan was
confirmed in November, 1989.

Standard Insulations, Inc. filed for Chapter 11 in August, 1986 in the U.S. Bankruptcy Court for
the Western District of Missouri. By the bar date in 1991, the company had received more than
23,000 claims.”

In November, 1986 Prudential Lines, Inc. consented to bankruptcy proceedings against it and the
Second Amended Joint Plan of Reorganization was confirmed in 1990. That same month, McLean
Industries, First Colony Farms, and their subsidiaries, U.S. Lines and United States Lines (S.A)),
containerized cargo shipping companies, filed for Chapter 11.¥ The resulting trust has received
nearly 15,000 claims.”

Indiana-based Gatke Corp. filed for Chapter 11 protection in March, 1987, and by 1989 estimated
. that it would receive 800-1,000 claims.* The proceedings were converted to Chapter 7 in July,

b
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1992. In July, 1997, Nicolet, Inc., a former manufacturer of asbestos-containing products, also filed
under Chapter 11 after receiving over 50,000 asbestos claims.®® Later that year, Todd Shipyards
filed for Chapter 11 protection, and the company’s reorganization plan was confirmed in 1990."

Perhaps the longest asbestos-related bankruptcy proceedings began in 1989 with the Chapter 11
filing of Raytech Corporation. Raytech was formed in order to insulate the assets of Raymark
Industries, a vehicle parts manufacturer, from asbestos-related litigation.®> After extensive litiga-
tion, Raytech was ultimately held responsible as a successor to Raymark. In the spring of 1998,
both Raymark Industries and Raymark Corp. filed Chapter 11 petitions and those bankruptcy
proceedings were combined with the earlier Raytech proceeding. In April, 2001, the Connecticut
bankruptcy court approved a settlement that resolved the last hurdles to the approval of Raytech’s
Second Amended Plan of Reorganization.”

Delaware Insulations, a distributor of asbestos products, principally in Delaware, filed for Chapter
11 in May, 1989 and a trust was created in 1994.%

In October, 1990, Celotex Corp. and Carey Canada Inc., filed for Chapter 11 protection in the U.S.
Bankruptcy Court for the Middle District of Florida.** As of the filing date, Celotex and Carey
Canada had received 99,178 and 39,803 asbestos claims respectively.” The 1996 confirmed reor-
ganization plan was funded with 100% of the reorganized Celotex’s stock.® To date, Celotex has
received 410,000 claims.?*

In a related matter, Hillsborough Holdings Corp. filed for bankruptcy in December, 1989 after
being named a defendant in a rising number of asbestos suits.* Hillsborough had become the
parent of Jim Walter Industries and 30 subsidiaries owned by Jim Walter Industries.” Among the
corporate predecessors for which Hillsborough allegedly was responsible was Celotex.* Hillsborough
was sued by plaintiffs seeking to pierce the veil with regard to claims involving exposure to
Celotex or Jim Walter products.® The Hillsborough reorganization plan, which settled the veil
piercing claims for approximately $375 million, was confirmed in 1995.*

Two weeks after Celotex’s filing, Ancor Holdings, Inc. and its wholly-owned subsidiary, National
Gypsum Company, followed suit.*® Under the reorganization plan, approved in 1993, a “new”
National Gypsum Co. was established.* The National Gypsum Settlement Trust was created with
100% of shareholder equity.¥

Facing lawsuits pending in 48 states, Eagle-Picher Industries and six related companies filed for
bankruptcy in January 1991 in the U.S. Bankruptcy Court for the Southern District of Ohio.*® Prior
to filing, Eagle-Picher had already had been named in 141,000 claims or suits.” The reorganiza-
tion plan was confirmed in 1996, funded with 100% of shareholder equity.”

In February, 1991, H.K. Porter Co. filed as well,” with approximately 73,000 unresolved claims
pending at the time.” Affidavits submitted in connection with the bankruptcy proceeding esti-
mated that the company would face nearly 560,000 total claims with a present value of more than
$2 billion.”® In June, 1999 H.K. Porter’s reorganization plan was confirmed, which called for a
stay in litigation against certain related entities.”

Several other defendants also filed in this period. Canadian-based Cassiar Mines, which had
mined, milled and sold raw asbestos fiber, filed for bankruptcy in 1992; it was later liquidated.™
Kentile Floors filed for Chapter 11 bankruptcy protection in 1992,*and American Shipbuilding,
Inc. filed in November 1993.%

Facing over 100,000 lawsuits, Keene Corp. filed for Chapter 11 in December, 1993.%® Keene ac-
quired its asbestos liability primarily from its 1968 purchase of Baldwin Ehret-Hill, a small manu-
facturer of acoustical ceilings, ventilation systems and thermal insulation products.” In 1996,
Keene's Amended Plan was confirmed,* funded by 100% of shareholder equity.*
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3. The Mid-To-Late 19905

The mid-to-late 1990s saw a slowdown in the number of asbestos bankruptcies with none of the
more prominent defendants filing for bankruptcy protection. But some smaller companies did seek
Chapter 11 relief during this period.

Lykes Brothers Steamship filed in 1995.¢ In 1996, Rock Wool Manufacturing filed for bankruptcy.*
At the time it filed, the company had already resolved over 52,000 claims, but 94,000 claims
remained unsettled and Rock Wool had estimated it would still face 325,000 future claims.® M.H.
Detrick,* Brunswick Fabricators®” and Fuller-Austin®*filed for Chapter 11 protection in 1998, and
Harnischfeger Corp. filed in June 1999.° Finally, Vermont-based manufacturer Rutland Fire Clay,
facing 37,000 pending claims, filed in October 1999.7°

4. The Recent Burst Of Filings

In the past eighteen months, seven prominent asbestos defendants, as well as a number of smaller
companies, have filed for bankruptcy protection as a result of asbestos claims.

First among these was Babcock and Wilcox Co., which filed for Chapter 11 in February, 2000.”
The bankruptcy filing also included B&W subsidiaries Americon, Inc., B&W Construction Co., and
Diamond Power International, Inc.”? As of the filing, the company had received over 385,000
asbestos claims and had paid more than $1.6 billion.” Of the recent burst of bankruptcy filings,
Babcock & Wilcox is the only company to have a pending reorganization plan at this time. That
proposed reorganization plan sets forth specific medical criteria aimed at limiting payments re-
ceived by unimpaired claimants. A key issue to be resolved in this contentious bankruptcy con-
cerns the equity interest of B&W’s parent company. The “future claimants” have argued that
absent an agreed upon reorganization plan, B&W's parent cannot preserve that equity interest.

Shortly after B&W'’s filing, in April, 2000, Pittsburgh Corning also entered bankruptcy.” At the
time of that filing, Pittsburgh Corning had already spent $1.2 billion and had received and settled
at least 435,000 asbestos claims.”® :

In October, 2000, Owens Corning Corp. also sought Chapter 11 bankruptcy protection.” The filing
included 17 of the company’s domestic subsidiaries, including Fibreboard Corp., Owens Corning
Fiberglas Technology, Inc., and CDC Corp. As of the date of the filing, Owens Corning had
received at least 460,000 asbestos claims and paid $5 billion.”” The period in which Owens Corn-
ing has the exclusive right to file a reorganization plan has been extended to August 2, 2001.

In the final month of 2000, Armstrong World Industries Inc., a Pennsylvania-based maker of ceil-
ing and floor products, and its subsidiaries, Nitram Liquidators Inc. and Desseaux Corp., filed for
bankruptcy in the face of more than 175,000 pending asbestos claims.”® Armstrong’s exclusive
period for filing a plan has been extended until October 5, 2001.

Just days into 2001, G-I Holdings, Inc., the successor to GAF Corporation, filed for Chapter 11.7
Since 1970, the company and its predecessors had paid more than $1.5 billion as a result of
asbestos claims and had received at least 500,000 claims.* The bankruptcy court refused to grant
a request that G-I be ordered to place its principal operating subsidiary, BMCA, into Chapter 11.8"

In April, 2001, W.R. Grace and 61 of its domestic affiliates filed for Chapter 11 relief in bankruptcy
court in Delaware.® As of the filing, W.R. Grace had already paid $1.9 billion in asbestos-related
costs and had received 325,000 claims.®* In the fourth quarter of 2000, the company cited an 81%
rise in the number of claims, with 48,000 new claims being filed in 2000 alone.®

Three smaller asbestos defendants have also recently filed for bankruptcy: Burns and Roe, Inc., an
-engineering and construction firm, which had settled over 2,000 cases, but over the past year
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alone had seen a dramatic increase in the number of new claims;*E.]. Bartells; and Skinner En-
gine Company, an Erie, Pennsylvania rubber and plastics equipment maker, which filed for bank-
ruptcy in April 2001.

In June, 2001, USG Corp. and its major domestic subsidiaries United States Gypsum, Co., USG
Interiors, and L & W Supply Corp., all filed under Chapter 11, citing projected asbestos costs for
this year of over $275 million on top of $260 million in 1999 and 2000 combined.¥” The number of
claims against USG’s subsidiary U.S. Gypsum had grown to 48,000 in 1999 and 52,000 in 2000,
with claims in the first quarter of 2001 coming in at the same pace. USG had been lobbying
Congress for a legislative solution but said that slow progress combined with the shift in control
in the U.S. Senate had made Chapter 11 the only viable alternative.*®

5. Who’s Next?

USG almost certainly will not be the last asbestos-related bankruptcy. Although most of the
manufacturers of asbestos and asbestos products have already sought Chapter 11 relief, the num-
ber of claims continue to rise as do plaintiffs’ demands on the remaining solvent, formerly periph-
eral, defendants. Indeed, on July 23, 2001, United States Mineral Products Co. filed for Chapter 11
protection. (As of the date of that filing, U.S. Minerals had received more than 223,000 asbestos
claims of which more than 165,000 were pending.*’) Absent some type of federal legislation, the
Bankruptcy Code is the only mechanism that currently exists for addressing a problem that the
tort system has been unable to handle.

ENDNOTES
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