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1 NEW ORLEANS, LQUI SI ANA; THURSDAY, DECEMBER 15, 2011

2 9: 00 A M

3 ( COURT CALLED TO ORDER)

4 THE COURT: Be seated, please.

5 Good norni ng, |adies and gentl enen.

6 Call the case, please.

7 CASE MANAGER: MDL 2047, Chi nese manufacturer drywal

8 products liability litigation.
9 THE COURT: Counsel make their appearances for the

10 record.

11 MR. MLLER: Good norning, Your Honor. Kerry MIller on

12 behal f of Knauf and the Defense Steering Committee.

13 MR. HERVAN.  May it please the Court, good norning,
14 Judge Fallon. Russ Herman on behalf of Plaintiffs' Steering
15 Committee and plaintiffs.

16 THE COURT: Pl ease use the m crophone. W have a ful

17 courtroom and al so 500 people on the phone, one of whomis Judge

18 Farina, with whom|'ve worked very closely on this matter.

19 Today, | adies and gentlenen, |'mpleased to nake a

20 significant announcenent in this particular case. First, let ne

21 gi ve you sone background.

22 The case, In Re: NDL 2047, known as Chi nese

23 manuf actured drywal |l products liability litigation, was referred

24 by the MDL panel to this Court on June 15th, 2009, about two and

25 a half years ago.
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There was an estinmated 10, 15,000 cases, approxi mately
12,000 properties, filed in the MDL all eging defective drywall
i nported from Chi na which caused property damage, and al so there
were clainms of personal injuries.

More than 4,200 of the properties are alleged to have
defective drywall manufactured by KPT, a Knauf subsidiary in
Chi na.

In this particular case, we have thousands of
plaintiffs, but there were also a thousand def endants.

Also in this case we have 1,400 |l awers. Sone 26 states
| ooked like they may be involved in this litigation

In March of 2010, eight nonths after the MDL was fil ed,
we tried the first case, the Hernandez case, No. 09-6050. It was
tried, and it resulted in a judgnent and an opinion of the Court.

The Court heard testinony fromvarious experts for the
respective sides and felt that the testinony was sufficient to
create a protocol that could be used to renedi ate the hones.

That protocol was created, enmanated fromthat case, and also with
the discussions follow ng that particul ar case.

The protocol was on paper, it was theoretical. And it
was suggested that the parties try to put that protocol in
practice to see how it worked. Because we all know that
oftenti nes theories, they sound good, but they just don't work.
So the protocol was created, but then the parties put it in

practice with the pilot program
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The pil ot programwas tweaked a bit, as was antici pated,
but it looked like it worked. And then it was expanded from 100
hones to thousands of hones.

After the parties saw that it was possible to do it,
t hey began then focusing on trying to nonetize this protocol to
see whether or not it could be nonetized so that sone gl oba
resolution could be put into place.

The parties have net, 50 to 100 sessions, in New
Ol eans, New York, M am, Phil adel phia, Germany, and a nunber of
t el ephone conversati ons.

The negotiation was nonitored by the Court. |'ve spoken

with the parties daily for the last two weeks and got updates.
asked themto conme to New Ol eans. The German manufacturers
CEGCs or high officials were able to be here, and the parties
continued negotiating, sonetinmes into the wee hours of norning,
occasionally all day and all night.

In any event, their negotiations and hard work has paid
off, and I'm pl eased to announce that a gl obal settlenent has
been reached between the plaintiffs and Knauf, Inc.

The settlenment covers all plaintiffs in the Chinese
drywall litigation who have filed cases in either federal or
state court on or before Decenber the 9th, 2011 and whose hones
or busi nesses had KPT drywall.

The settlenment al so covers individuals with hones

contai ning KPT drywal | that had been renedi ated by buil ders and
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suppliers outside of the litigation for purposes of conpensating
them for alleged economc |oss and also bodily injury caused by
KPT drywal | .

The property owners who have already renedi ated their
properties on their own were offered a nediation process by which
to reach agreenment with KPT on conpensation for renediation
costs, and will be able to seek conpensation for alleged economc
| oss and bodily injury even if the nediation is unsuccessful.

This is a summary of the settlenent. The full docunents
can be obtained after they've been signed by checking with the
Court's website, which is ww. | aed. uscourts.gov, and then click
on the drywall button.

I n essence, the agreenent creates two funds from which
the plaintiffs may recover, the renedi ati on fund and the other
| oss fund.

The renedi ation fund, which is uncapped, will pay costs
of three types of relief the class nenbers can choose from

One, the renedi ation by an approved buil der, the Mss
and Associ ates, the contractor for the renedi ati on program
established by the parties in October 2010.

Second, self-renediation by a qualified contractor of
t he homeowner's choosi ng.

And, third, a cash-out option in which the homeowner can
el ect to receive a cash paynent.

The other loss fund, which is capped, will reinburse for
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certain provable economc |oss and provide a review process for
i ndi vi dual s who believe they have body injury clains.

In addition to those funds, Knauf will also pay an
addi ti onal anmount for attorney fees and costs of the attorneys.
No fees and costs will be paid by the clainants to the attorneys.
So that what they receive will be for the renmedi ation.

And this actually nakes sense if you think about it. W
don't want a situation to occur where the plaintiffs, the
litigants, receive full renediation costs, but then they have to
pay out of that renediation costs, fees of their attorneys. That
woul d result in soneone inviting a friend into the honme after the
remedi ati on process, and the friend | ooks around and says: It
| ooks I'ike a good job, but where's the roof? And the property
owner said: Well, | had to pay ny attorney. Well, where are the
wi ndows? | had to pay his costs. So that doesn't work. So, in
this settlenent, the individuals receive full renediation. They
can use all of their funds to renediate their properties; and
then, in addition, another fund, separate and apart, is for the
attorneys.

The gl obal settlenent was achieved in two and a hal f
years. |t was achieved through the hard work of the attorneys.

| also amvery pleased to say that in this particular
case | had great support, great assistance, great help from sone
terrific state court judges. Judge Farina from M am , Florida,

Joseph P. Farina, was | ead anong them He worked with us, worked
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with ne all the way. Hel ped guide ne through sone of the
intricacies of Florida law, and | relied on his good judgnent in
many instances. And |'m pleased that he can be with us today on
t he phone.

| also had the pleasure of working with Judge Charl es
G een from Fort Lauderdal e.

| also recognize that United States Senator Bil
Nel son's aide is with us here today, and | appreciate all of his
wor k and the support that Senator Nel son has given to this
[itigation.

Al'so | recognize Attorney Ceneral Luther Strange from
Al abama, and thank himfor all of his good work.

The remaining cases in this MDL involve defective
drywal I from ot her Chinese manufacturers, including Tai shan and
BNBV. The entire focus now of this litigation will be on and
shift to this aspect of the case.

In that regard, I'lIl be going to Hong Kong, China in
about three weeks to participate in the depositions of the
enpl oyees and representatives of the Taishan entities to be able
to focus on sone of the notions regarding jurisdiction that the
Court has to deal with

Again, | thank all the people for their support. The
full draft of this docunent | expect to receive on Decenber the
20th, and I'mgoing to set a prelimnary approval for this

settlenent on January the 4th at 9 o' cl ock
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Judge Farina, if you have anything to comment, say, |
certainly would be happy to hear from you.

JUDCGE FARI NA: Thank you, Judge Fallon. And | just want
to express ny gratitude and nuch appreciation for everything that
you have done. [It's always great to have a strong | oconptive
pul ling these trains when we try to have these conplicated and
extrenely inportant litigation scenarios. And |I've been honored
and privileged to work with you, and |'ve played a conparative
smal |l part. At nost, been sonewhat of a junior partner, all of
t hese nont hs.

And ny thanks also to the Plaintiffs' Steering Commttee
and the plaintiffs' attorneys, the Defense Steering Cormittee and
the defense attorneys. And the parties thenselves, both
plaintiffs and defendants, for having conpleted this Hercul ean
t ask.

So, Judge Fallon, ny hat's off to you. | look forward
to working with you as we, together, nmake this settlenent a
reality and we continue to work together for the other
manuf acturers and we now focus on them

So, through your efforts, | think the holiday season is
better and brighter for a lot of individuals, both the honeowners
as well as the legal comunities involved and as well as actually
this particular manufacturer. Thank you agai n, Judge.

THE COURT: Thank you very nuch, Judge Farina, for those

conment s.
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And | understand that Judge Green had to | eave for a
nonent because he's in the mddle of a trial and had to address
the jury on an issue.

| now turn it over to the litigants and the | awers, and
we'll hear fromthem

First, M. Herman.

MR. HERVAN.  May it please the Court, thank you, Judge
Fal | on.

| first want to acknow edge | ead counsel Arnold Levin
and his partner Fred Longer and ny partner Leonard Davis who
attended every one of the negotiation sessions.

| also want to thank our lead captain of trials, Chris
Seeger, and who gave us input in terns of the trials and
di scovery that was ongoi ng, and Bruce Steckler who was in charge
of short sales, bankruptcies and forecl osures.

On the defense side, this negotiation was very hard
fought, tenacious. |'msure that we bared our teeth at tines,
but never bared our fists. There was a |ot of cooperation and
mut ual respect. We want to thank Kerry MIler, who was |ead for
Knauf, and your appointed |iaisons Geg Wall ance and Steve
Gickstein

And then, from Germany, their general counsel Jorg
Schanow, their vice president Dr. Al exander Schultz and M.
Hans- Peter Ingenillem the forner executive officer soon to

retire, who traveled to the United States, these gentlenen from
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Germany, nmultiple times during the |last 18 nonths.

Agai n, we thank Senator Nelson. And, if he has an aide
here, | know that the Court has expressed the Court would like to
personally neet with you after this.

And if Attorney General Luther Strange from Al abama - -
who went to take a call, we appreciate everything that he did.

There were in negotiations 4,500 prinmary properties
within the census of Knauf properties of 5,200 alleged
properties. That 4,500 is an estimate that involves 14, 000
famly menbers in primarily the Gulf states of Florida, where
55 percent of the cases are -- and these are rough percentages --
35 percent in Louisiana and 10 percent in M ssissippi and
Al abama, and there are now sone cases in Texas.

Unfortunately, our clients in Virginia wll not receive
full conpensation, because nost of that defective drywall from
the Leon mne in China was inported into this country by Chinese
manuf acturers Tai shan, BNBN, which are located in the People's

Republic of China.

To fill out exactly what the case is about, the PSE s
estinate -- and it is an estimate -- of the value of the
settlenent is between $800 mllion and $1 billion.

What Knauf has agreed to do in terns of the funds which
Judge Fallon has described are the foll ow ng:
Upon approval, final approval, they will place $200

mllioninafund in the United States for renedi ation. Every
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1 time that that fund reaches a bal ance of $25 mllion, they wll

2 replace $50 mllion into that fund.
3 And that fund is conpletely uncapped, because it's
4 difficult to tell what renediation for what type of honme with

5| what square footage, where it's located. Can't be precisely

6 done. And, in the negotiation, Knauf agreed that there would be

7 no cap on that fund.

8 Al so pays adm ni strati on expenses for any

9 court -appoi nted person, whether they're special nmasters, pro se

10 | awyers, onmbudsman -- which I'll explain a little bit nore in
11 detail -- depositories, clains admnistrators. Al of the

12 adm ni stration expenses will cone out of that fund.

13 The three funds, as Judge Fallon has explained -- and,
14 on behal f of all the |awers that were involved in this, Judge

15 Fallon often says it's up to the lawers. But the fact is that

16 there are many, many, as we plaintiff |awers and defense | awers

17 know, dark holes in an MDL, and there's never been one in the

18 eastern district and particularly in this division. And that's a

19 tribute to the judge that sets a rocket docket for trials and

20 af fords everyone an opportunity, and is very stern with all of us

21 in terns of deadlines. And at the sane tinme sets an exanple for

22 ot her federal judges, and always includes state court judges who

23 have conparabl e cases. So, Judge Fallon, on behalf of everyone,

24 we t hank you

25 The renedi ation fund offers full renedi ati on
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irrespective of whether it's a 1,500 square foot property or a
5,000 square foot property, and irrespective of whether it costs
$60 a square foot to fully renediate that property or $35 a
square foot.

Under sel f-renedi ation, what that neans is that our
clients have an election. |[|f they want their own contractor,

t hey can choose their own contractor. And there's certain
provi sions that govern that type of renediation, because Knauf
actual ly assunes sone risk with that type of renediation
However, we have negotiated the ability for that to happen.

The cash-out fund, as Judge Fallon has explained, is
that clients may elect to receive cash. The principal issue in
t he cash-out fund for folks to renmenber is that there is a net $4
a square foot discount. So, if the property per square foot is
$60 a square foot, the cash-out is $56 a square foot.

How do you arrange at that? Wll, there's 7.50
deduction right off the top for discount, but then there's $3.50
a square foot nove-out. So it works to a $4 per square foot
i ssue.

There are of course many ot her provisions that cover
owners and conmerci al owners and tenants. And, generally, a |lunp
sum paynent under various conditions of $8.50 a square foot or
$10 a square foot.

Knauf is also going to fund, upon approval, final

approval, a capped fund. |In other words, Knauf will no | onger be
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responsi ble to put any dollars in this fund. And that fund is
$30 million, and it is called the other loss fund. And, in that
fund, clients can apply for equity losses in foreclosures, in
short sales, and in situations of that kind. And they can apply
for personal injury clainms. And there are a nunber of factors
that clients will have to conply with in order to prove those

cl ai ns.

Now, forgive nme if | stand on a soapbox. The plaintiff
bars continually, in the nedia, are beaten to death, because we
put up our own resources, we take all the risks, we are the true
capitalists; and, if we nmake a fee, it's a terrible thing.
suppose that will happen again, because they'll m sconstrue what
we' ve done here.

The $160 million fund to take care of all attorney fees
and every cost of inspection is a capped fund by Knauf. [It's not
likely that it's going to cover full attorneys fees. Certainly
won't cover full costs.

But ethics and professionalismrequire us to ook to the
clients first, and I'mproud to say that Knauf agreed that no
client would have to pay a | egal fee under these circunstances.
And | appreciate defense counsel working with us to reach an
agreenent where the clients don't suffer. They get their
properties rebuilt, in Louisiana, after having three insults:
Katrina, FEMA trailers and now Chi nese drywal |

There's no question that Judge Fallon, setting not a




Case 2:09-md-02047-EEF-JCW Document 11923 Filed 12/19/11 Page 15 of 41

15
1 rocket docket but an intergal actic docket, calling for trials of
2 seven Virginia claimants and the Hernandezes who live in St.
3 Tammany Parish in March 2010, because that trial, that judgnent,
4 set the basis for what a true renedi ation would be. It wasn't
5 t he Consuner Product Safety Conmm ssion protocol, it wasn't the
6 honmebui | ders' protocol. It cane out of the crucible of trial
7 And that enabl ed anot her six, seven nonths of negotiation, to
8 come up with a pilot programas a test.
9 And we appreciate, again, all of the | awers that
10 submtted cases to the pilot program and the attention that
11 Knauf gave to the pilot program because it then enabl ed us,
12 after 18 nonths, to reach a resolution today.
13 The other features that we consider nost inportant to
14 plaintiffs are as foll ows.
15 Every attorney knows that, on the plaintiff's side, that
16 this case is very, very different. You go into this case and you
17 say, hey, this is going to be easy, there's property damage.
18 It's not Iike a nedical negligence case or a pharnaceutical case
19 or explosion. And, actually, it's proven nuch nore difficult as
20 a case, because the client contacts are daily. W cannot abandon
21 the clients, even for a day, because they have questions, they
22 have problens. Sone of themare living in tents.
23 And, as a result, onmbudsman wi Il be designated by
24 plaintiffs. |Independent contractors, one in New Ol eans, one in
25 Florida, who will act the way a patient's representative in a
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1 hospital works. They will be plaintiff claimnts' contacts. |If
2 t hey have a problemw th Moss Construction, or they don't
3 understand what they're entitled to, or they have a conplaint, it
4 will first go to an onbudsman. |t takes the |awers out of the
5 si tuati on.
6 Now, in all of these situations, if Judge Fallon
7 appoi nts special masters -- and we've recommended two speci al
8 masters -- appeals fromall these issues will go to a speci al
9 mast er, under whatever process Judge Fallon may direct. And
10 there wll be another appeal to guarantee due process to Judge
11 Fal l on, and no appeals after that. So be aware that, if you
12 enter this agreenent, the buck stops here, literally.
13 There are many reasons for that; but, chiefly, we cannot
14 have people waiting any longer after a controversy arrives in
15 order to be restored to their hones.
16 There w Il be an i ndependent el ectronic depositor. Wat
17 that neans is, if the Court continues -- and we recomend t hat
18 jointly -- with BrowmG eer as a clains adm nistrator, Your Honor,
19 then they wll have a nmaster depositor. But the plaintiffs wll
20 have one, too. Information will go in sinmultaneously, and every
21 attorney wll receive an access code, every attorney's client
22 wi || have an access code. So, as docunents nove through
23 agreenents to construct, inspections, et cetera, it can be
24 nmonitored without having to go through a third party. And that
25 depositor will have identical docunentation that BrownG eer has.
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| want to conclude -- there are many questions which
will be answered when a final docunent is signed on the 20th and
posted. | want to make it clear that the PSE unani nously, and
Knauf's representative, signed a termsheet. And, as soon as the
termsheet is confornmed to the final docunent, it also will be
posted, as Your Honor has directed.

Lastly, as we approach the holiday season, we're very
t hankful for our clients. Despite the pressures on the clients,
they've remained true. What we've given them hopefully, is a
happy hol i day season.

But to sone six to 8,000 fol ks who have suffered, and
continue to suffer, substantially, because their hones are not
covered in this settlenent, they are the victins, innocent
victins, of corporate nal feasance by Chi nese corporations
operating in mainland Chi na who have shi pped, know ngly,
defective product into the United States. And, to them we
pl edge: Keep the faith. Qur journey does not end here. Every
menber of the PSE has pl edged, and we renew that pledge, to nmake
you whol e, and to have those that have created harm a bal ance of
the scales. And we appreciate Judge Fallon's willingness to go
to Hong Kong and oversee testinony fromthe corporate
representatives.

And at this tinme | w sh everybody happy holidays, and |
call on Arnold Levin, |ead counsel.

MR. LEVIN. Good norning, Judge Fall on.
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Good norning, Judge Farina. | hope to neet you tonorrow
in Mam, as | will appear with defense counsel to answer any
guestions that Your Honor has wth regard to the settlenent.

One of the nice things of follow ng Russ Herman is,
ain't much to say after he talks. And he certainly can talKk.

Procedural ly, what wll happen now is that, on
Decenber 20th, the final papers will be filed with the Court:

The agreenent, our briefs in support of prelimnary approval, a
suggested order for prelimnary approval, notice forns and nost
of the exhibits that are necessary to effectuate the settl enent.

The procedure, after the 20th, will be sonewhat pro |ex.
On January 4th, this Court will hold a hearing to determ ne
whet her prelimnary approval will issue. Hopefully, it wll.

If it does issue, there will be a notice period with
i ndi vidual notice sent to each of the plaintiff litigants who
have filed clains. This is a class-only, conposed of litigants,
active litigants, in this litigation and in the state litigation.

We anticipate a fairness hearing either in June or July
of this year.

Why? This settlenment started, the history of it, not
with an 800 to $1 billion settlenent, but with a $8 mllion
settlenment with one of the suppliers InEx, and a cone card from
that settlenment against their excess carrier.

Followi ng that, there was a Banner settl enent.

M. MIller, counsel for the defendant, early on, called
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1 t hese defendants and the suns of noney that could be obtained

2 fromthese defendants | owhanging fruit. And our goal was to

3 make the plaintiffs whole. And the | ow hanging fruit contri buted
4| to making themwhole. So that, the nonies in Banner, $56

5 mllion, apportioned between Tai shan and Knauf, flow into the

6 remedi ati on fund.

7 Ell en W anot her supplier whose settlenent will be

8 finalized shortly, will certainly flowin that direction. As

9 will InEx. As will -- a potential settlenent has not yet

10 resolved with the insurance interests for builders, et cetera,

11 that will also flowin that direction

12 The attorneys fees fromthose settlenents, pursuant to
13 an application to the Court, will be in addition to the $160

14 mllion that Knauf has paid on top of the renedi ation.

15 This is a very interesting case because it gave us the
16 ability to fit in a global econony a manufacturer outside of the
17 United States forced to contend or submt or becone a part of our
18 system of jurisprudence. Wth all of the horror stories that the
19 forei gn manufacturers have of our system which we adore, as
20 plaintiff's litigants and as jurists, and it gave us the
21 opportunity to work wth German manufacturers, substanti al
22 manuf acturers, to show themthat our systemworks. That if, as

23 Tom Freedman says, the world is flat, it may be flat, but it’
24 | very doable that manufacturers can stand by their products in

25 other countries, especially in this country.

S
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1 Now, the Chi nese have refused to adopt what these Gernan
2 manuf acturers chose to do. They chose to do the right thing.

3 And, perhaps, if there are going to partake in a world econony,

4 they take a | ook at what occurred in this courtroomover the |ast
5 two and a half years and that they do the right thing.

6 The settlenment is one that we're all proud of. W're

7 especially proud that, at |least as to the Knauf product, we made
8 our clients whole. 1It's been reviewed by a professor of |aw who
9 specializes in mass courts at George Washi ngton Law School ,
10 university law school, and the press rel ease has his coments.
11 And we're proud that he supports us in this endeavor and prai sed
12 this settlenent as a unique settlenment that acconplished what it

13 had to acconplish

14 Does Your Honor have any questions?

15 THE COURT: No, | don't.

16 Let's hear from Knauf.

17 MR, LEVIN. M. Mller.

18 MR. HERMAN.  Thank you, Your Honor. Kerry MIler on

19 behal f of the conpany that's referred to as KPT.

20 What KPT stands for is Knauf Plasterboard (Tianjin).

21 And | think sight shouldn't be lost of the fact that that is a
22 Chi nese conpany. That Chinese conpany, ny client, is a settling
23 party, has decided to step up and settle these clains and do the
24 right thing. So, while there are other related Knauf conpanies

25 that operate in Europe and other places, it's very inportant that
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Knauf Pl asterboard (Tianjin) be recognized as a Chi nese conpany
as a participant in the settlenent. So everything is possible,
Your Honor .

|'"d like to echo many of the conmments al ready nade by
the Court and opposing counsel, M. Herman and M. Levin, first
of all thanking this court, Judge Farina's court and the other
state courts and their staffs, including Ms. Butler, for all of
your hel p and support and encouragenent to get this settlenent
done. It's been very hel pful; and, w thout the assistance of the
courts, it wouldn't have gotten done in the way that it has. And
certainly the tone is set by the way the Court deals with the
counsel, and we appreciate that.

Your Honor, | would also like to thank M. Herman and
M. Levin, M. Longer, M. Davis, M. Seeger and M. Steckler,
who were the principal participants and negotiators in the
various settlenments. Al ways very professional. And they always
had their eye on the ball, which was getting relief for their
clients first. You know, a ot of tines, we were able to neet
and resol ve issues that we thought were going to be difficult,
and we realized quickly in the negotiation that we were already
on the sane page. Maybe it was a | anguage issue or a
m sunder standi ng. Wi le the negotiations were undoubtedly at
arnms-length, heated at tines, they were al ways professional and
courteous. W appreciate their attitude in the way that they

negoti ated the settl enent.
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Your Honor, | would like to thank ny co-counsel Steve
Gickstein and G eg Wal l ance for their efforts in putting
together the settlenent. Really tireless efforts.

Al so, Your Honor, sonme of the real workhorses on this
settlenent, and they continue to work very hard, are Mark Spats
and Robert Grass, who worked with G eg and Steve and Kar
Spaul ding of ny office. They're in court this norning. And,
really, Your Honor, they've probably done nore work than anybody
in putting these papers together that are going to be filed on
Decenber 20th. So they were really the workhorses in all this,
and their efforts ought to be appreciated and are appreciated |
t hi nk by everyone here.

Your Honor, in terns of the substance of the settlenent,
we | ook forward to conpleting the docunent, filing it on
Decenber 20th, working with co-counsel, working with the PSE and
obtaining prelimnary approval on January 4th. And it ultimately
is, as Russ Herman put it, bringing the settlenent to reality.
| mpl ementing the settlenment, getting the job done, getting the
honeowners hones fixed, back in their hones. And allow ng our
clients, KPT and related entities, to getting back to what they
do best, manufacturing first-class building products.

Your Honor, in ternms of one point of supplenentation.
From M. Herman's description on the cash-out option, the total
di scount is $12.50 off of the renediation option. As M. Hernman

put it, there's an inherent discount already in place, because,
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if you' re accepting cash, you're not noving out anyway. So it's
the rent relocation that's netted out. But the total discount is
$12.50. There are two portions to it. But one recogni zes that
there is no nove-out.

But, wth that said, Your Honor, we |ook forward to
i npl enmenting the settl enent.

From our standpoint, on the renediation fund, which is
uncapped, we don't know how many hones are ultimately going to
qualify. There is an inspection process. There's going to be a
detailed proof of a claimform And it always starts with the
proof in any kind of a settlenent. So we certainly encourage
counsel who represent class nenbers, when the docunents are filed
on the 20th, to get on the Court's website, access the inspection
protocol, access the claimform begin to process that
i nformation, understand how it works, dissem nate the information
to their clients; so that, upon final approval, we can nove into
the i npl enentati on phase of the settlenent.

| don't want to speculate on ny part how many hones are
ultimately going to participate or what the cost is, because we
just don't know. But it's very inportant that these particul ar
forms, which kick start the process, be conplied with and be
conpl eted appropriately with adequate proof and docunentation
That will nmake the process go much snoot her

THE COURT: Thank you very nuch.

MR. MLLER: Your Honor, if M. dickstein or M.
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Wal | ance have any additional comments, | certainly wel cone those.

MR. GLICKSTEIN: Your Honor, Steve G ickstein on behalf
of Knauf Plasterboard (Tianjin) and the other Knauf defendants.

Feels a little bit like the acadeny awards. |'m not
going to re-thank every individual who has already been thanked.

| will add two nanmes that have not yet been naned, and
those are ny col |l eagues at Kaye Schol er, Jay Mesh and Karen
Garvey, who have worked extrenely hard on the litigation side of
things. And, as we all know, the deal that is ultimately struck
is a testanent to the quality of the lawering on the litigation
side, and they ought to be acknow edged.

| always enjoy listening to M. Herman speak. He was
extrenely el oquent, and he and M. Levin are great advocates on
behal f of the homeowners.

KPT is extrenely happy that the honeowners and property
owners are going to be able to have their hones repaired. The
conpany stands behind its product. It wants these hones fi xed,
it has always wanted these hones fixed. As Your Honor indicated,
we needed to figure out howto do it. That's why we had a pil ot
program That's why it took the tine it took.

And the conpany is very, very happy that the pil ot
program was successful. W denonstrated the feasibility, and now
we can expand it to all property owners with KPT product.

There's been sone specul ati on about what the total

amount of the settlenent will cost. | don't think that KPT
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subscribes to the dollar figure that the plaintiffs' |awers have
t ossed out.

What's inportant, though, is that it will be funded to
the extent of repairing every person's hone. As M. Mller
poi nted out, we don't know at this point whether 2,500 hones have
KPT board, or 3,000 or 4,000. The settlenent contains a
mechanismin order to determne that. And that is because
homeowners will have to submt proof that there is KPT board in
their honmes, and that is subject to a confirmatory inspection.

So, whatever it costs to repair the hones, that's what
KPT is dedicated to paying. But | think any attenpt to specul ate
on the amount it will cost is just that, it's specul ation, we
don't know how many honmes wi |l be invol ved.

| wanted to enphasize a point that Arnie Levin nmade, and
that is the interrelationship between the KPT settlenent and the
ot her settlenents that have been reached and are bei ng di scussed.
They all fit together like pieces of a jigsaw puzzle.

In order to obtain the benefits of the KPT settlenent,
if you want to have your hone renedi ated pursuant to the KPT
settlenent, and you got your KPT board through Banner, then you
must participate in the Banner settlenent agreenent.

| f you got your KPT board through InEx, then you nust
participate in the I nEx settl enent.

| f you got your KPT board through L&W and we antici pate

a settlement with L&W then you will have to participate in that.
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And t he reasons are, Your Honor, because we want -- and
| know the Court wants -- global peace on behalf of everyone who

was involved in this supply chain.

And, as part of the cooperative effort, the honeowners
in those hones, in order to have their hones repaired, wll be
assigning their shares of those settlenents to the renediation
fund as a contribution towards getting their hone repaired.

There's anot her settlenent hopefully in the works

addressing the builders and suppliers who either built hones with

KPT to -- installers, | should have said -- who either built
homes with KPT drywall or the installers of KPT drywall. That
settlenment is being negotiated with the PSE as we speak. It is a

condition of the KPT settlenent that those negotiations be
successful ly concl uded, because a portion of that settlenment wll
go towards renedi ation, a portion of that settlenent will go
towards increasing the anount of the other |oss fund so that
there wll be nore noney available to pay clains for economc
| oss and personal injury if anybody can prove personal injury.
Wth respect to personal injury, it's inportant to note,
fromKPT s point of view, that there has been no evidence, in our
opi nion, that Chinese drywall can be associated with a personal
injury. W note that the Centers for D sease Control and the
Consuner Products Safety Conm ssion has found no health hazard
associ ated with KPT drywal |

However, the settlenent allows honmeowners to attenpt to
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prove that claim subject to challenge and to Your Honor's
ultimate determ nation as to whether any such claimcan survive
scrutiny.

So, just to sumup, we think it's a great day for
property owners. W think it's a good day for the manufacturers.
The manufacturers are very, very happy for the ultimate custoners
of its product. [It's standing behind its product, and we | ook
forward to the day when all these hones are fixed and everybody
can return to their daily lives and do what they do best. Thank
you, Your Honor.

THE COURT: Ckay, thank you very nuch.

Anyt hi ng further?

MR. WALLANCE: Good norning, Your Honor. Your Honor,
Gregory Wall ance for the Knauf defendants.

|"mgoing to rest on the sentinents that were expressed
about the process, Your Honor's role, our client's conmmtnent to
maki ng this happen. Because, we're |lawers, but it was our
client's commtnent that nade this possible.

| want to address, if | may briefly, a practical issue.
Which is, we have now at sonme point in the renediati on process in
the pil ot program sonethi ng approachi ng 2,000 hones. And, as
soneone suggested, final approval of the class action settlenent
is six to seven nonths away. So, after discussions and putting
our heads together with the PSE, we've worked out the follow ng

approach, which is a blend of our commtnent to this class action
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settlement as well as sone practical constraints on our ability
to do certain things for certain hones. And is as follows as far
as the hones that are in this process.

Honmeowner s who have not signed a work authorization --
and this is the binding contract between the honeowner and Mss,
that, in rather excruciating detail, lays out exactly what w |
be done in the course of the renediation. And it's the point at
whi ch Mbss starts spending noney for permts, lining up
subcontractors, ordering materials, in order to nove that
remedi ation forward. So, for the homeowners who have not signed
a work authorization, they will have the ability, those
honeowners in the pilot program wll have the ability to choose
between the three options that were discussed earlier. And, as
well, realize certain other benefits fromthe class action having
to do wth sone adjustnents to the scope of work as regards
appl i ances and sone adjustnents to how the del ayed paynents w ||
be made.

However, as to honmeowners who have executed a work
aut horization -- and I'll provide the nunbers in a nonent -- we
will not be able to offer themthe choice of cash or
sel f-renedi ati on

As far as these other benefits | just alluded to,
adjustnments to the scope of work and how t he del ayed paynents are
structured, we will deal with those on a case-by-case basis. |

can't rule it out, | can't rule it in. It depends on at what
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stage the honme is in in the renedi ati on process.

Now, as far as those honmeowners who have executed work
aut hori zations, the category | just described, let ne tell you
what we're tal king about. There are a total at this point of 267
honmeowners who have executed work authorizations. 104 of those
honmes have al ready been finished. 77 are in actual renediation.
And there are 90 that are sonewhere between execution of the work
aut hori zation and the start of the renediation. So, for those
homeowners, we will not be able to offer the cash or the
self-renediation. And we'll do our best, on a case-by-case
basis, at least for those in renediation or about to go into
remedi ation, where it's still feasible to do so, to extend these
addi tional benefits that |'ve described. | wanted that to be
ment i oned.

There are going to be a lot of questions, we'll do our
best to answer them And we'll ask for people' s patience as we
in effect turn the pilot programinto a transition programto
this final class action settlenent. Thank you.

THE COURT: Thank you very nuch.

Anybody el se?

MR. HERMAN: One nore conment.

We understand Knauf's, for whatever reasons they have,
financially or otherw se, but | nust at |east give the basis for
the value of the settlenent. Because, in Anerica, that's the

guestion that everybody asks.
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1 4,250 hones tinmes anywhere from an average of

2 2,300 square feet to 2,600 square feet, tinmes either $40 a square

3 foot or the $60 a square foot, in Hernandez, will give you a

4 figure. And then, when you add the other funds to it, we believe

5 that we are in the range, with the other settlenments, of $800

6 millionto $1 billion. W don't think it's a specul ation, at
7 | east not on our part.
8 | did want to nention that during the negotiations Mss

9 represented that its intention is to do 200 hones per nonth, if

10 this were approved. Wat that would nean -- our figures show

11 1,300 hones in the pilot programnow. |f those figures hold up,

12 it would nean that, in 18 nonths, renedi ati ons would take pl ace.

13 We know there's going to be sonme delays. But that's an
14 extraordinarily anbitious count.
15 It wasn't speculation by Mdss or Knauf. It was a

16 representation which we considered. And hopefully, for the

17 benefit of our clients, we can neet that expectation. Thank you,

18 Your Honor.

19 THE COURT: kay, thank you very nmuch. Let's go back --

20 yes, M. Becnel

21 MR. BECNEL: The only people who haven't gotten credit

22 so far is the wives of this judge and the other judges in the

23 program M. Herman's wife, Sandra, who just happens to be here

24 today, Arnold s wife, who never sees him ever.

25 MR. LEVIN. She's happy about that.
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MR. BECNEL: But, nore than anything, as you know, Coach
Payton was the lead plaintiff in this case. M. Wllance and his
team of experts nmet with our team of experts, and the | awers got
out the way and let the experts do the work, just as you
suggested. And it was one of the first to be settl ed.

And M. Wallance, | had gotten, because Coach Payton
asked me to give both you and he a helnet fromthe Super Bow ,
but he al so asked for a helnmet to be nade, or a football, for a
group of kids that he's working with -- | forget the nane of
them But, here it is, Geg.

Al so, Your Honor, | had --

MR. HERMAN. | want one.

MR. BECNEL: | got sonmething better for you. Got
sonet hing better for you.

Happened to be in France a few weeks ago, and | ordered
fromthe sword naker of Napol eon sone fleur-de-lis steak knives,
which | couldn't bring into the courtroom And Russ.

Now, Sandra, those are for steaks and not to cut his
t hroat because's al ways goi ng out of town, doing sonething.

But, for Kerry MIller, we have sonething special. He
has a uni que son, and Coach Payton would like to invite him and
his son to the Saint's practice field whenever the tinme permts,
and we'll get hima football and get himto neet a |ot of the
Saint's players. Thank you, Your Honor.

THE COURT: Al right. Thank you.
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Let's go back to the --

MR. BECNEL: For our fighting guy -- every tinme | cone

here, he thinks he's Mhaned Ali. | usually bring oranges and
fruit for him |'ve got a basket of fruit for Chris. So those
are downstairs. | couldn't carry them

THE COURT: Al right. Anyone else with gifts or
anyt hi ng?

Al right, folks, let's go back to the agenda.

And, before | do that, | do nean it when | say that
these matters can be resol ved because of the quality and ability
of the attorneys. That's the secret of the MDL process. It
brings out the best of the best. And, because of that, these
cases, as conplicated as they are, can be resolved. And
appreciate all of the work that everybody has done on it.

The proposed agenda. First, anything on the pretrial
orders?

MR. HERVAN.  Only one issue, Your Honor. And that is
Your Honor ordered the plaintiffs to file plaintiff profile forns
by or to supplenent them by a date-certain. That's been done to
about 90 percent. W still are mssing 1,000 defendant fact
sheets. And | just -- we wll be willing to ask Your Honor to
extend the deadline, but we really need those fact sheets filed.

THE COURT: 1'Ill extend it to next tinme. But we do need
to get all that material. So let's work hard at it and get the

mat eri al s necessary.




Case 2:09-md-02047-EEF-JCW Document 11923 Filed 12/19/11 Page 33 of 41

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

33

Any state court settlenents?

MR. HERVAN.  Yes. Wth regard to Il and V, Ms. Barrios
is here, who handles our state liaison for the PSE.

M5. BARRIOS: Good norning, Your Honor, Dawn Barrios for
the State/Federal Commttee.

Because Judge Farina is on the phone, I'd |like to extend
a special thank you and a note of appreciation fromthe
State/ Federal Comm ttee, because we really had to do no work with
him He was so enthusiastic and cooperative, he made our |ives
much easier. So | do thank you, Judge Fari na.

And, not to be sexist, M. Becnel, but 1'd also like to
t hank the husband of Judge Hall, who probably did not see her
during all of the tinme that she was trying to get Taishan to step
up to the plate.

Your Honor, we have renmands on our CD through CTO 23

There's one state court trial setting that's different
fromour last joint report, and that is that Judge Silver's
St aggs case, which was set for the week of Decenber 5th, had been
settled. The honmeowners settled with the builder, and they just
have indemity issues renai ning, but that has not yet been set.

|'"d also Iike to thank everyone who continues to forward
me state court information, particular Mnor Pipe and Knauf and
Tai shan as wel | .

| had not nentioned this to the Court before, but | have

wth M. Herman and M. Levin's perm ssion issued a forward to
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t he Consuner Products Safety Conm ssion to get information on al
the conplaints that they' ve received. According to their
website, they' ve had approximately 300 conplaints from honmeowners
fromal nost all 50 states. That process is draggi ng out |onger
than 1'd like it to.

But I wanted to alert Your Honor to the fact that 1'd
like to get those nanes, because those honeowners shoul d be given
notice of these settlenments. | understand that the Knauf
settlenent goes to just the litigants. But, the Banner and | nEx
settlement, your order required that that settlenment be placed on
t he Consunmer Products Safety website. | have not found it on the
website. It could be there, | have not found it. So I think
it's inportant that we get these honeowners who have nade the
conplaints with the Consuner Products Safety Conm ssion, we get
their information.

THE COURT: Let's get with ne on that, and whoever |
need to talk with, so we can take care of that issue.

MR. LEVIN:  Your Honor, the various websites that are
enbodi ed i n Banner and InEx, we have provided and requested that
they put themon their websites. But, not being an Article Il
judge, we can't force them

THE COURT: That's what | want to talk to them about.
Let's get to ne so | can deal with it.

MR. HERMAN.  Your Honor, may it please the Court, | have

one other issue that regards the Consuner Products Safety
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Comm ssion. Norma Jay Saveston, who is a consultant to the PSE
advi sed that the Consuner Products Safety Comm ssion want ed
additional materials that we have di scovered. And |'ve
communi cat ed and asked and advi sed through Ms. Saveston that we
will not provide material to the Consuner Product Safety
Conmmi ssi on except for in exchange for their full reports
cont ai ni ng what Chi nese manufacturers, m ne operators and
governnment officials twce barred the United States of Anmerica's
Consuner Products Safety Comm ssion fromentering into the Leon
m ne in mainland China and making tests of gypsum

But | do want to affirmthat we will fully cooperate
with the Consuner Products Safety Conmm ssion. And, in the event
that they don't feel that they can reveal the information in
those reports, as we continue to pursue other manufacturers, then
we ask that they contact Your Honor. There will be no need for
us to brief the issue, argue the issue. Your Honor will just
tell us what Your Honor directs.

In terns of the next issues, there are no insurance
i ssues and no devel opnents in insurance and nothing to report
with regard to honme builders' fees and costs. The matter is
under discussion. | understand there will be an allocation
nmeeting, and we intend over the next two weeks to have ful
di scussions with the involved parties to see if we can reach
agr eenent .

Not hi ng knew on VIl with regard to the pilot program
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M. Wallance has reported that there are approximtely 227 hones
in the renediation process right now.

Wth regards to the termsheet, as soon as it conforns
to the docunents, on Decenber 20th, we'll first advise the PSE
and it will be filed as soon as possible on Your Honor's website.
Hopefully, in advance of the full docunent being filed.

Wth respect to Knauf defendants, as the settlenent
agreenment will indicate, they will get full releases, and ten of
the Knauf entities will agree to the jurisdiction of the Court.
And Knauf Gyps in sone form which is the parent corporation of
KPT -- and I'mnot sure |'ve given it the correct |egal
designation -- also wll guarantee the settlenent.

Wth regard to Tai shan defendants, their |egal
representative is here. W ask perm ssion for Leonard Davis,
Chris Seeger and Irvin Gonzales to neet with Taishan's | egal
representatives immedi ately followi ng this conference or as Your
Honor will schedule in order to discuss issues regardi ng Hong
Kong depositions.

THE COURT: Yeah. W' ve worked through many of those,
but we've got to get that worked out. Because I'll be there for
one week, and there are a |lot of depositions schedul ed, and al so
a lot of docunents. So | want to cut through a ot of this and
see whether or not we can streamline it so that everybody knows
where we're going, and to the extent we can. And get this work

done.
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MR. HERMAN.  Your Honor, with regard to VIIl and IV --
that's not right. Should be IX. But, with regard to
Interior/Exterior, Banner and L&W their counsel are here.
They' ve | abored with us over these nonths. | don't know whet her

they wish to address the Court.

| understand they don't.

THE COURT: | know they've played an integral part in
it, and | appreciate their work in it also.

MR. HERMAN:. Yes, they have. And, again, they've been
very tenacious in serving clients' rights, in serving defenses
and in negotiating resol utions.

Wth regard to Venture Supply and Porter Bl aine, there
are no new i ssues.

Wth respect to the plaintiff and defendant profile
forms, |1've already reported to Your Honor.

Frequently asked questions. Yesterday, we net with
Kerry MIller and his team and we'll be working up a QA that can
al so be posted in a summary so that fol ks everywhere can access
Your Honor's website and have their questions answered, many of
t hem

Wth regard to pro se claimnts --

THE COURT: Robert's here.

MR. HERMAN:. Bob, would you like to address the Court?

He woul d, Your Honor. He's a follower of Professor

M tchel Franklin.
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1 THE COURT: Anybody understood that?

2 MR. JOHNSTON:  Your Honor, | never turn down an

3 opportunity to speak wth the Court.

4 First thing | want to say is | want to thank you and

5 counsel for asking nme to be the curator. As we know, this is ny

6 third tinme. | was curator or amstill curator in the Propulsid

7 settlement. | amcurator in the Vioxx settlenent. And now

8 Chi nese drywal I .

9 | will tell the Court that, since you and | net and had
10 our brief initial discussion, I'mstill very early in ny |earning
11 curve. | have net with Russ Herman, |'ve net with Lenny Davis.
12 | have not net with defense counsel. | intend to continue to do
13 so. And, if I feel it's necessary, | may seek the input fromthe

14 Court on essentially where | want to get to, which is to be able

15 to be in a position to provide relative and essential information

16 to the pro ses. | have no idea how many there are. |'ve had

17 sone brief conmmunications. And so that's where | am But |

18 give you ny best efforts, and all counsel, that I will get wh
19 | need to get to to help these individuals through the proces
20 THE COURT: Thank you very nuch. That's really

21 i nportant, because a lot of folks don't have |l awers, and the

22 need to be able to speak to a know edgeabl e person to get
23 information. And you certainly fit that category. So |
24 appreci ate your work.

25 MR. JOHNSTON: Thank you, Your Honor.

wi |

ere

S.

y
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THE COURT: There's a physical evidence preservation
order that's --
MR. HERMAN:  Your Honor, may it please the Court --
THE COURT: -- under discussion. And |I'd |like to have

Hllary Bass, who is involved in that, speak to the Court.

Bui | der s’

M5. BASS: Thank you, Your Honor. Hillary Bass for the
Steering Conm ttee.

| think we're very close to a nodification of that

agreenment. Unfortunately, people have been very busy on ot her

things over the last few days, so | would ask the Court to set a

tel ephonic hearing within the next week. Hopefully, by that
time, we can report.

THE COURT: Let's do that. 1'll do that. Get back to
me on that.

The next status conference will be on January 26th.

And we' Il need a February date, either the 9th, the 16th

or the 23rd. Wsat's good for the majority? Probably the 16th or

t he 23rd.

MR. HERMAN.  23rd, Your Honor.
THE COURT: February 23rd, is that okay?
Agai n, thanks for all of your work.

MR. LEVIN: Excuse ne, Your Honor. W had schedul ed for

today a notion for default judgnents.

THE COURT:  Yes.

MR. LEVIN:. That will be put off for one nonth to all ow
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1 |ate stragglers to file their entry of appearance. They' ve been
2 comng in. The notion didn't -- has worked.
3 THE COURT: Right. But the point is that, they have to
4 do that.
5 You have to follow the rules, and I'"mgoing to give you
6 enough tine to do it. But, if it is not done, then I'll have no

7 choice but to either dismss the case if it's a plaintiff case or

8 render judgnent if it's a defendant case.

9 It looks like it's working, so | appreciate that. I’

10 nove that to the next status conference.

11 MR. HERMAN:  Your Honor, there is one other natter of

12 personal privilege.

13 We got a call fromreally the only activist attorney

14 general that's really been hel pful to us, fromAttorney General

15 Lut her Strange of Al abama, who -- all | can say is go Wave.

But

16 he's a product of the Tulane University Law School, where he was

17 a classmate of Jeff Bright. And cane to us and said that his

18 constituents in Birm nghamwere very concerned about Chinese

19 drywal I, would we help. And he organized a town hall neeting in

20 Bi rm ngham W attended. Menbers of the PSE attended. And his

21 condition was that we not use it to sign up cases, and of course

22 we agreed to that. And we had a very successful town hal

23 nmeeting, and those fol ks went out and got their regular | awers.

24 He's in the courtroomnow, and |I'd just like himto

25 st and.
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ATTORNEY CGENERAL STRANGE: |'d better defend nyself.

THE COURT: GCeneral, | appreciate you being here, and |
appreciate all the work you' ve done on this case.

ATTORNEY CGENERAL STRANGE: Thank you very nuch, Your
Honor. My work on the MDL and the Deep Water Horizon has brought
me to New Oleans. But |'mhappy to thank the attorneys on both
sides and Your Honor for the great work in this case. It neans a
ot to our constituents. Thank you, Your Honor.

THE COURT: Thank you very nuch. You've done a great
job for your constituents, and | appreciate your work.

MR. HERMAN. The opt-out dates and the other settlenents
t hat have been reached of course had been pushed in accordance
wi th di scussions with Your Honor.

THE COURT: Right. And I'lIl nmention that in ny report.

MR. HERMAN:.  Your Honor, thank you very nuch.

THE COURT: Thank you very nuch.

The Court stands in recess.

(10: 20 a. m, Proceedi ngs concl uded.)
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