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This Report has been prepared by the Trustee of the API, Inc. Asbestos Settlement Trust
(“Trust”), pursuant to Sections 2.2 (b), and (c), of the First Amended API, Inc. Asbestos
Settlement Trust Agreement (“Trust Agreement”). Those sections require the Trustee to prepare
and submit an Annual Report containing the Trust’s financial statements, auditor’s opinion, and
summary of type and number of claims to the Trust during the prior year, all as more fully
described in those sections of the Trust Agreement.

This Report is the Annual Report for 2013.

The Trust has retained the accounting firm of Messerli & Schadow, PLLP of
Minneapolis, Minnesota, as the Trust’s auditors, to prepare the Financial Statements, and to issue
a fairness opinion as to those Financial Statements for 2013. Pursuant to that engagement,
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Messerli & Schadow, PLLP has completed both the Financial Statements, and has issued its
Independent Auditor’s Report regarding those Statements.

The Independent Auditor’s Report, and Financial Statements are attached as Exhibit A.

The Trust has received Claims during 2013, and has made payments on Claims during
2013. Claims received, and payments made by the Trust in 2013 are: New Claims received and
paid during 2013, including second injury Claims submitted and approved pursuant to §5.1(¢c) of
the Trust Distribution Procedures.

The summary of 2013 payments made to new Claimants is attached as Exhibit B.

The summary of payments made to Second Injury Claimants in 2013 is attached as
Exhibit C.

This Report is submitted solely for the purposes required in the Trust Agreement, and is
not intended, nor should it be construed, as legal advice from the Trustee, or the Trust, to
claimants, claimants’ counsel, or others.

API, INC. AéBESﬁS SETTLEMENT TRUST

GH o

Robert D. Brownson
TRUSTEE

Minneapolis, Minnesota

http://www.apiincasbestossettlementtrust.com
225 South Sixth Street, Suite 4800, Minneapolis, MN 55402
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INDEPENDENT AUDITOR'S REPORT

To the Trustee
API, Inc. Asbestos Settlement Trust
Minneapolis, Minnesota

Report on the Financial Statements

517 Titus Building

6550 York Avenue South
Minneapolis, MN 55435
Phone 952-927-8350

Fax 952-927-8489
larry@messerli-schadow.com
chris@messerli-schadow.com

We have audited the accompanying special-purpose financial statements of API, Inc. Asbestos
Settlement Trust which comprise the statements of net claimants’ equity as of December 31,
2013 and 2012 and the related statements of changes in net claimants’ equity and cash flows

for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the 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 utilized by the
Trust, described in Note 2. This includes determining that the special-purpose basis of
accounting is an acceptable basis for the preparation of the 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 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 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 audit to
obtain reasonable assurance about whether the financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Trust's preparation and fair presentation of the
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
Trust'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 financial statements.



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

‘Opinion

‘In our opinion, the financial statements referred to above present fairly, in all material respects,
net claimants’ equity of API, Inc. Asbestos Settiement Trust as of December 31, 2013 and
2012 and the related changes in net claimants' equity and cash flows for the years then ended,
in accordance with the special-purpose method of accounting described in Note 2.

Basis of Accounting

As described in Note 2, these financial statements were prepared on a special-purpose 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 present the amount of equity available to current and
future claimants. Our opinion is not modified with respect to this matter.

Restriction on Use

Our report is intended solely for the information and use of the Trustee, the Legal
Representative, the Trust Advisor, the beneficiaries of the Trust and the United States
Bankruptcy Court for the District of Minnesota and is not intended to be and should not be
used by anyone other than these specified parties. This restriction is not intended to limit
distribution of this report, which, upon filing with the United States Bankruptcy Court for the
District of Minnesota, is a matter of public record.

7V st £ Sehnclons

MESSERLI & SCHADOW, PLLP
Certified Public Accountants

May 22, 2014



APL INC. ASBESTOS SETTLEMENT TRUST

STATEMENTS OF NET CLAIMANTS' EQUITY

DECEMBER 31, 2013 AND 2012

ASSETS:

Current Assets:
Cash and cash equivalents
Money market funds
Insurance settlement receivable
Note receivable
Investments
Principal protected note
Prepaid expenses
Total current assets

Other Assets:
Note receivable
Total other assets

Total Assets

LIABILITIES:

Current Liabilities:
Accounts payable
Claims processing fees payable
Total current liabilities

NET CLAIMANTS' EQUITY

2013 2012
21,743 $ 208,176
179,218 265,486
3,225,000 3,225,000
1,300,000 1,300,000
7,944,133 7,877,794
44,744 151,887
6,738 6,357
12,721,576 $ 13,334,700
15,025,000 $ 17,225,000
15,925,000  § 17,225,000
28,646,576 § 30,559,700
8,192  § 41,287
24,700 18,800
32892 § 60,087
28,613,684 § 30,499,613

See Independent Auditor's Report and
Notes to Financial Statements.
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API_INC. ASBESTOS SETTLEMENT TRUST

STATEMENTS OF CHANGES [N NET CLAIMANTS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Additions:

Interest income

Dividend income

Gain/(loss) on investments

Claim processing fees and miscellaneous income
Total additions

Deductions:
Accounting fees
Bank charges
Insurance
Investment management fees
Legal fees
Office expenses
Professional services
Trustee, legal representative and trust advisor fees
Total deductions

Change in net claimants' equity

Net claimants' equity, beginning of period
Contributions to net claimants' equity
Distributions from net claimants' equity

Net claimants' equity, end of period

See Independent Auditor's Report and
Notes to Financial Statements.
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2013 2012
173,834 & 251,680
34,913 34,737
(296,497) 248,872
1,418 2,295
(86,332) % 537,584
31,240 8 21,823

. 93

6,357 5,745
38,209 43235

169 1,642

1,624 1,559
6,100 8,600
272,670 391,411
356,369 S 474,108
(442,701)  $ 63,476
30,499,613 30,161,325
: 3,425,000
1,443,228 3,150,188
28,613,684 $ 30,499,613




APIL. INC. ASBESTOS SETTLEMENT TRUST
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AN

D 2012

CASH INFLOWS:
Investment income $
Proceeds from note receivable
Proceeds from sale of investments
Proceeds from insurance settlement
Receipt of claim search fees
Receipt of claim processing payments

CASH OUTFLOWS:
Distributions to claimants $
Disbursements for trust operating expenses
Purchases of investments
Litigation expenses related to additions to claimants' equity
Refund of claim processing payments

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, beginning of period

2013 2012
309,981 $  387.016
1,300,000 1,300,000
2,554,030 4,084,219

: 200,000

1,018 1,295

14,300 18,800

$ 4179329 $ 5971330
1,443,228 $ 3,057,480
387,845 451,283
2,826,689 2,307,323

- 101,422

8,000 11,200

$ 4665762 $ 5928708
(486,433) $ 42,622
508,176 465,554

$ 21,743 $ 508,176

CASH AND CASH EQUIVALENTS, end of period

See Independent Auditor's Report and
Notes to Financial Statements.

3



NOTE 1.

NOTE 2.

APl INC. ASBESTOS SETTLEMENT TRUST
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

DESCRIPTION OF THE TRUST

The API, Inc. Asbestos Settlement Trust (the Trust), organized pursuant to the laws
of the State of Minnesota, was established according to the Third Amended Plan of
Reorganization of API, Inc. as modified (the Plan). The Trust was formed to assume
all asbestos claims against AP, Inc., whether now existing or arising at any time
hereafter, and to use the Trust's assets and income to pay holders of allowed
asbestos claims in accordance with the Plan and Trust Agreement. The Trust's
funding is dedicated solely to the settlement of asbestos health claims and the
related costs, as defined in the Plan. The Trust was consummated on February 5,

2007.

The Trust was initially funded with cash, a promissory note from API, Inc., rights to
proceeds from asbestos insurance policies and insurance settlement rights.

SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Trust's financial statements are prepared using special-purpose accounting
methods that differ from accounting principles generally accepted in the United
States of America. The special-purpose accounting methods were adopted in order
to present the amount of equity available for payment of current and future claims
and operating expenses of the Trust. Since the accompanying special-purpose
financial statements are not based on accounting principles generally accepted in
the United States of America, accounting treatment by other parties for these same
transactions may differ as to timing and amounts. These special-purpose
accounting methods are as follows:

(1)  The financial statements are prepared using the accrual basis of
accounting.

(2)  The funding received from API, Inc., API Group, Inc. and the insurance
companies are added directly to net claimants’ equity. The distributions to
claimants and litigation expenses incurred in relation to additions to net
claimants’ equity are deducted directly from net claimants’ equity. These
funds do not represent income or expenses of the Trust.

(3)  Non-interest bearing notes have not been discounted to present value.

(4)  Costs of non-income producing assets, which will be exhausted during the
life of the Trust and are not available for satisfying claims, are expensed
as they are incurred. These items include costs of computer hardware
and software.



API, INC. ASBESTOS SETTLEMENT TRUST
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of Presentation (continued)

(5)  Investments are recorded at fair value. All interest and dividend income is
included in interest and dividend income on the statements of changes in
net claimants’ equity. Realized and unrealized gains and losses are
reflected on the statements of changes in net claimants’ equity.

(6)  The Trust does not record a deferred tax asset for net operating loss
carryforwards or a deferred tax asset or liability arising from unrealized
gains or losses on securities. For the years ended December 31, 2013
and 2012, the net operating loss carryforward available for use in future
years was $3,690,335 and $3,440,248, respectively. The net operating
loss carryforwards begin to expire in the year ending December 31, 2027.

(7)  Payments for services to be received over an extended period in the
future are recorded as expenses when incurred as these amounts are no
longer available for the payment of claims.

Cash and Cash Equivalents
The Trust considers unrestricted currency, demand deposits, and certificates of
deposit with an initial maturity of three months or less to be cash and cash

equivalents.

Fair Value of Investments
The Trust measures its investments at fair value. Fair value is defined as the price

at which an asset could be exchanged in a current transaction between
knowledgeable and willing parties.

Fixed Assets
The cost of non-income producing assets that will be exhausted during the life of the

Trust and are not available for satisfying claims are expensed as incurred. Since
inception of the Trust through December 31, 2013, the cost of fixed assets expensed
includes website development costs of $4,003.

Claims Payable
Claims payable on the statements of net claimants’ equity reflect claims approved

but unpaid as of December 31 of each year.




NOTE 2.

NOTE 3.

NOTE 4.

AP, INC. ASBESTOS SETTLEMENT TRUST
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

SIGNIFICANT ACCOUNTING POLICIES (continued)

Estimates

The preparation of financial statements in conformity with the special-purpose
accounting methods described above requires Trust management to make
estimates and assumptions that affect the reported amounts of assets and liabilities
at the date of the financial statements and the reported amounts of additions and
deductions to net claimants’ equity during the reporting periods. Accordingly, actual
results may differ from those estimates.

Date of Trustee Review

In preparing these financial statements, the Trust has evaluated events and
transactions for potential recognition or disclosure through May 22, 2014, the date
the special-purpose financial statements were available to be issued.

NOTE RECEIVABLE

Note receivable as of December 31, 2013 and 2012 consisted of a promissory note
from AP, Inc. The original face value of the note was $26,000,000. The note calls
for eighty quarterly payments of $325,000 and is due in full in March 2027. The note
bears no interest. The note is secured by 51 percent of the common shares of AP,
Inc. and certain other assets of AP, Inc. As of December 31, 2013, the note was
receivable as follows:

Receivable within one year $ 1,300,000
Receivable in future years 16,925,000
$ 17,225,000

FAIR VALUE MEASUREMENTS

Investments recorded at fair value are categorized using the defined hierarchical
levels directly related to the amount of subjectivity associated with the inputs to
value an asset. Level 1 inputs consist of quoted prices in active markets for
identical assets and have the highest priority. Level 2 inputs consist of quoted
prices for similar instruments in active markets or quoted prices for identical or
similar investments in markets that are not active markets. Level 2 inputs also
consist of valuation techniques for which significant assumptions are observable in
the market or can be corroborated by observable market data. Level 3 inputs
consist of unobservable inputs that can not be corroborated by observable market
data and typically reflect Trust management’s estimate of fair value.



NOTE 4.

API INC. ASBESTOS SETTLEMENT TRUST

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

FAIR VALUE MEASUREMENTS (continued)

The Trust uses appropriate valuation techniques based on the available inputs to
measure the fair value of investments. When available, the Trust measures fair
value using Level 1 inputs because they generally provide the most reliable
evidence of fair value. Level 3 inputs are used only when Level 1 or Level 2 inputs
were not available. Fair values of assets measured on a recurring basis at
December 31, 2013 and 2012 are as follows:

Fair Value

Fair Value at December 31, 2013
Using Inputs Considered as:

Mutual Fund-Fixed Income $ 1,103,264
U.S. Government Bonds

and Notes 227,457
Municipal Bonds:

S&P Rated AAA 1,468,558

S&P Rated AA 2,871,241

S&P Rated A 2,273,613

Total Municipal Bonds 6,613,412

3 7,944 133

Money Market Funds 179,218

Principal Protected Note 44 744

Total $ 8,168.095

Fair Value

Level 1 Level 2 Level 3
$ 1,103,264 3 - % ”
- 227,457 -
1,468,558
2,871,241
2,273,613
- 6613412 --
$ 1,103,264 $ 6,840,869 3 -
179,218 - -
e - 44 744
$ 1,282,482 $ 6.840.860 S 44744

Fair Value at December 31, 2012
Using Inputs Considered as:

Mutual Fund-Fixed Income $ 1,087,127
U.S. Government Bonds

and Notes 200,450
Municipal Bonds:

S&P Rated AAA 1,821,318

S&P Rated AA 2,590,493

S&P Rated A 2,178,396

Total Municipal Bonds 6,590,207

$ 7,877,794

Money Market Funds 285,486

Principal Protected Note 151.887

Total $ 8,295 167

Level 1 Level 2 Level 3
$ 1,087,127 3 -- 3 -
200,480 =
1,821,318
2,590,493
2.178.396
- 6,590,207 .
$ 1,087,127 $ 6,790,667 $ -
265,486 - -
— - 151,887
$ 1,352,613 $ 6,790,687 $ 151,887

Transfers between Level 1 and Level 2, if any, are recognized at the end of the
reporting period. For the years ended December 31, 2013 and 2012, the Trust did
not have significant transfers of investments between Level 1 and Level 2.



NOTE 4.

NOTE S,

API INC. ASBESTOS SETTLEMENT TRUST
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

FAIR VALUE MEASUREMENTS (continued)

Level 2 Fair Value Measurements:

The Trust uses a market approach to value the Level 2 investments. The value of
municipal bonds and United States Government bonds and notes is based on
institutional bond quotes and various market and industry inputs. Municipal bonds
are presented by S&P bond rating.

Level 3 Fair Value Measurements:

During the year ended December 31, 2008, the Trust invested in a principal
protected note issued by Lehman Brothers. The note called for the return of the
principal amount of the investment ($1,000,000) and potentially earnings if certain
criteria were met. The note was scheduled to mature during the year ended
December 31, 2009.

During the year ended December 31, 2008, Lehman Brothers declared bankruptcy.
The Trust filed a proof of claim with the bankruptcy court. By December 31, 201 1,
Trust management had reduced the estimate of the recoverable amount of the note
from $1,000,000 to $250,000. During the years ended December 31, 2013 and
2012, $107,143 and $98,113, respectively, was received from the bankruptcy
trustee.

Activity in Level 3 investments for the years ended December 31,2013 and 2012
was as follows:

2013 2012
Balance at January 1 $ 151,887 $ 250,000
Recoveries from bankruptcy proceedings (107,143) (98,113)
Unrealized loss - --
Balance at December 31 3 44 744 $ 151,887

INVESTMENT INCOME

Investment income consists of:
2013 2012
12,976 $ 219,910
(309,473) 28,962
(296,497) $ 248872

Realized gain on investments
Unrealized gain (loss) on investments
Gain (loss) on investments

Total interest income 275,068 $ 352,279

& €9 [ep| €.

Less: bond premium amortization (101.234) {100,599)
Interest income 173,834 $ 251680
Dividend income $ 34913 $ 34,737
Total investment income $ (87.750) $ 535289




NOTE 6.

NOTE 7.

APl INC. ASBESTOS SETTLEMENT TRUST
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

INCOME TAXES

For federal income tax purposes, AP, Inc. has elected for the qualified assets of the
Trust to be taxed as a Designated Settlement Fund (DSF). Income and expenses
associated with the DSF are taxed in accordance with Section 468B of the Internal
Revenue Code. The federal statutory income tax rate for the DSF is 35%.

The Advisory Committee believes the Trust is operating in a manner so as to
continue to qualify as a Designated Settlement Fund. The Trust recognizes potential
interest and penalties pertaining to income tax related issues, if any, as income tax
expense. During the years ended December 31, 2013 and 2012, no such interest or
penalties were recognized.

The Trust Advisory Committee evaluates all tax positions and makes a
determination regarding their likelihood of being upheld under review. For the years
ended December 31, 2013 and 2012, the Trust did not have uncertain tax positions
for which they recorded a tax liability. The Trust believes they are no longer subject
to federal or state income tax examinations for years prior to December 31, 2010.

NET CLAIMANTS' EQUITY

The contributions to claimants’ equity were comprised of the following at
December 31, 2013 and 2012:

2013 2012
Insurance case settlements $ - $ 3.425.000

The distributions from claimants’ equity were comprised of the following at
December 31, 2013 and 2012:
2013 2012
Distributions to claimants $ 1,443,228 $ 3,057,480
Litigation expenses related to

insurance settlements 92,708

5 1443228 $ 3,150,188

The distributions to claimants represent a payment sum percentage of 30 percent
of the allowed liquidated value per claimant as of December 31, 2013 and 2012, per
the Trust Distribution Procedures. The Trust Distribution Procedures allow this
percentage to be evaluated at least once per year by the Trustee, the Legal
Representative and the Trust Advisor. Distributions prior to October 1, 2010 also
included enhanced payments for exigent health, extraordinary or extreme hardship
claims, if applicable, as determined by the Trustee. As of October 1, 2010, claims
could be filed and approved as exigent health, extraordinary or extreme hardship
claims, but the enhanced payment will not be made until the Trustee determines the
Trust is financially capable of making enhanced payments.

9



NOTE 8.

NOTE 9.

API _INC. ASBESTOS SETTLEMENT TRUST
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

RELATED PARTY TRANSACTIONS

During the years ended December 31, 2013 and 2012, the Trust incurred fees of
$3,600 for professional services provided by a member of the Trustee’s family.
These amounts are included in professional services for the years ended

December 31, 2013 and 2012 on the statements of changes in net claimants’ equity.
As of December 31, 2013 and 2012, $0 and $1,800, respectively, are included in
accounts payable on the statements of net claimants’ equity.

During the years ended December 31, 2013 and 2012, the Trust incurred legal fees
of $120 and $1,642, respectively, for professional services provided by the law firm
in which the Trustee is a principal member. These amounts are included in legal
fees on the statements of changes in net claimants' equity.

During the years ended December 31, 2013 and 2012, the Trust incurred fees of
$272,670 and $391,411, respectively, from members of the advisory commitiee in
their roles as trustee, legal representative and trust advisor. Of these amounts,
$3,818 and $36,070 are included in accounts payable on the statements of net
claimants’ equity as of December 31, 2013 and 2012, respectively. The trust advisor
is a principal member of the law firm representing numerous claimants.

INSURANCE SETTLEMENTS

In January 2008, settlement agreements were approved by the courts with seven
insurance companies. The insurance settlements were received during the year
ended December 31, 2008.

Pursuant to the settlement agreement with one of the insurance companies, the
Immediate cash settlement of seven million dollars was paid to the Trust by
February 10, 2008 and was nonrefundable. The remainder of the aggregate
settlement amount is payable to the Trust upon certain criteria being met. Upon
such time that the insurance company reimbursement obligation for all qualified
asbestos claims related to the insurance carrier exceeds the original cash settlement
amount of seven million dollars, the insurance carrier is obligated to make additional
seftlement payments to the Trust, up to a maximum of an additional eleven million
dollars. As of December 31, 2013, the reimbursement obligation for the insurance
carrier had not exceeded the original cash settlement amount. The amount of the
potential additional settlement funds is undeterminable at this time and has not been
reflected in the financial statements.

10



NOTE 10.

NOTE 11.

API, INC. ASBESTOS SETTLEMENT TRUST
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

INSURANCE CASE SETTLEMENTS

In prior years, various claims had been presented to the Liquidator for Home
Insurance Company. During the year ended December 31, 2012, the Trust reached
a settlement agreement with the Liquidator for Home Insurance Company. The
Trust's claim had been accepted as a Class Il claim in the liquidated amount of
$21,500,000. As Home Insurance Company is in liquidation, it is not anticipated that
the Trust will receive the entire settlement amount. The Trust has recorded a
receivable from Home Insurance Company for 15 percent of the settlement amount,
$3,225,000, which is the expected initial distribution to Class Il claimants. This is
reflected as insurance settlement receivable on the statements of net claimants’
equity. The amount of the potential additional receipts under the settlement is
undeterminable at this time and has not been reflected in the financial statements.

In 2008, the Trust sued Zurich American Insurance Company, as successor of
Home Insurance Company, for denied asbestos claims under the insurance policy.
Both parties had filed cross-motions for summary judgment in July 2011 and oral
arguments were heard on the motions in November 2011. During the year ended
December 31, 2012, the Trust reached a settlement agreement with Zurich
American Insurance Company. The settlement was for $200,000, which the Trust
received in 2012. This is included in contributions to net claimants’ equity on the
statements of changes in net claimants’ equity for the year ended December 31,
2012.

CONCENTRATIONS AND CREDIT RISK

The Trust had significant concentrations of credit risk as a result of maintaining its
bank accounts with aggregate balances in excess of federal insurance coverage. As
of December 31, 2013 and 2012, the maximum ioss that would have resulted from
that risk was $0 and $258,576, respectively, which represents the excess of bank
deposits over the amount that would have been covered by federal insurance.

The Trust has a note receivable from AP, Inc. This note is secured by 51 percent of
the common stock of API, Inc. and certain other assets of API, Inc. The amount of
loss the Trust would occur if AP, Inc. should default is not determinable.

The Trust invests in professionally managed portfolios. Such investments are
exposed to various risks such as interest rate, market and credit risks. Due to the
level of risk associated with certain investment securities, it is reasonably possible
that changes in the values of investment securities will occur in the near term and
that such changes could materially affect the Trust’s investment account balances
and the amounts reported in the special-purpose statements of net claimants’ equity
and statements of changes in net claimants' equity.
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