
 

{C0731048.1 } 

IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF DELAWARE 

 

In re: 

DURABLA MANUFACTURING 

COMPANY, and DURABLA CANADA 

LTD., 

   Reorganized Debtors. 

Chapter 11 

Case No. 09-14415 (MFW) 

(Jointly Administered) 

 

 

NOTICE OF FILING ANNUAL REPORT AND CLAIMS SUMMARY 
 

 The Durabla Manufacturing Company and Durabla Canada Ltd. Asbestos Trust (the 

“Trust”) hereby files its Audited Financial Statements for the fiscal year ending December 31, 

2017 and Annual Report for the period covered by the Audited Financial Statements, which are 

attached hereto as Exhibit 1. 

 Pursuant to the provisions of the Durabla Manufacturing Company and Durabla Canada 

Ltd. Asbestos Trust Agreement, the Trust is providing copies of the Annual Report and the 

Financial Statements to the Trust Advisory Committee, the Legal Representative, the United 

States Trustee and the Reorganized Debtor. 

Date: April 30, 2018    CAMPBELL & LEVINE, LLC 

      /s/ Mark T. Hurford    

      Mark T. Hurford (3299) 

      Kathleen Campbell Davis (4229) 

      222 Delaware Avenue, Suite 1620 

      Wilmington, DE 19801 

      Tel. 302.426.1900 

      Fax 302.426.9947 

      mhurford@camlev.com  
 

      -and- 
 

      Douglas A. Campbell 

      Philip E. Milch 

      1700 Grant Building 

      Pittsburgh, PA 15219 

      Tel. 412.261.0310 

      Fax 412.261.5066 
 

Counsel to the Durabla Manufacturing Company 

and Durabla Canada Ltd. Asbestos Trust 
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IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF DELAWARE 

 

In re: 

DURABLA MANUFACTURING 

COMPANY, and DURABLA CANADA 

LTD., 

   Reorganized Debtors. 

Chapter 11 

Case No. 09-14415 (MFW) 

(Jointly Administered) 

 

  

 

ANNUAL REPORT AND ACCOUNT OF THE  

DURABLA MAHUFACTURING COMPANY AND DURABLA CANADA LTD  

ASBESTOS TRUST FOR THE FISCAL YEAR ENDING DECEMBER 31, 2017 

 

Edward D. Robertson, Jr., the Trustee of the Durabla Manufacturing Company and 

Durabla Canada Ltd. Asbestos Trust (the “Trust”), created pursuant to the Debtors' Joint Chapter 

11 Plan (the “Plan”) submits this Annual Report, Financial Statements, and Claims Summary for 

the fiscal year ending December 31, 2017. 

I. INTRODUCTION 

 The purpose of this Annual Report is to fulfill the reporting requirements of the Durabla 

Manufacturing Company and Durabla Canada Ltd. Asbestos Trust Agreement (the “Trust 

Agreement”) and to report to the Court on the actions taken by the Trustee on behalf of the Trust 

during the period January 1, 2017 to December 31, 2017 (the “Reporting Period”).   

 Section 2.2(c) of the Trust Agreement provides: 

 

The Trustee shall timely account to the Bankruptcy Court as follows: 

 

(i) The Trustee shall cause to be prepared and filed with the 

Bankruptcy Court, as soon as available, and in any event within 

one hundred and twenty (120) days following the end of each 

fiscal year, an annual report (the “Annual Report”) containing 

financial statements of the Asbestos Trust (including, without 

limitation, a balance sheet of the Asbestos Trust as of the end of 

such fiscal year and a statement of operations for such fiscal year) 

audited by a firm of independent certified public accountants 
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selected by the Trustee and accompanied by an opinion of such 

firm as to the fairness of the financial statements’ presentation of 

the cash and investments available for the payment of claims and 

as to the conformity of the financial statements with generally 

accepted accounting principles.  The Trustee shall provide a copy 

of such Annual Report to the TAC and the Legal Representative 

when such reports are filed with the Bankruptcy Court. 

 

(ii) Simultaneously with the filing of the Annual Report, the 

Trustee shall cause to be prepared and filed with the Bankruptcy 

Court a report containing a summary regarding the number and 

type of claims disposed of during the period covered by the 

financial statements.  The Trustee shall provide a copy of such 

report to the TAC and the Legal Representative when such report 

is filed. 

 

(iii) All materials required to be filed with the Bankruptcy 

Court by this Section 2.2(c) shall be available for inspection by the 

public in accordance with procedures established by the 

Bankruptcy Court and shall be filed with the Office of the United 

States Trustee for the District of Delaware (the “U.S. Trustee”). 

 

The Trust Agreement further provides for the inclusion of a description of the amounts 

paid to the Trustee, TAC, and FCR in the accounts filed with the Bankruptcy Court.  See 

Sections 4.5(c), 5.6, and 6.5. 

II. BACKGROUND 

On December 15, 2009, Durabla Manufacturing Company filed a voluntary petition for 

relief under chapter 11 of the Bankruptcy Code, 11 U.S.C. § 101, et seq. in the United States 

Bankruptcy Court for the District of Delaware (the “Bankruptcy Court”).  On November 8, 2010 

Durabla Canada Ltd filed its petition for relief under chapter 11 in the Bankruptcy Court.  On 

June 27, 2012, the Bankruptcy Court entered an order confirming the Plan.  That order was 

affirmed by the United States District Court for the District of Delaware on August 2, 2012.  On 

September 12, 2012 (the “Effective Date”), the Plan became effective and the Trustee began to 

operate the Trust. 
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 The purpose of the Trust is to assume the liabilities of Durabla Manufacturing Company 

and Durabla Canada Ltd for all Channeled Asbestos Claims, as defined in the Plan, and to 

preserve, hold, manage, and maximize the assets of the Asbestos Trust for use in paying and 

satisfying Channeled Asbestos claims in accordance with the Trust Agreement and the Trust 

Distribution Procedures (the “Trust Documents”) and in such a way that holders of Channeled 

Asbestos Claims are treated fairly, equitably, and reasonably in light of the finite assets available 

to satisfy such claims, and to otherwise comply in all respects with the requirements of a trust set 

forth in section 524(g)(2)(B) of the Bankruptcy Code.  

On and after the Effective Date, the Trust was funded as provided for in Sections 

Sections 5.1, 5.2 and 11.1 of the Plan.   

III.  TRUST ADMINISTRATION 

 A. Trustees 

 Edward D. Robertson, Jr. served as the Trustee of the Trust during the Reporting Period.   

Wilmington Trust served as the Delaware Trustee. 

  1. Meetings 

 During the Reporting Period, the Trustee met and was in communication with the TAC 

and FCR regarding Trust matters.  In some instances, the Trustee obtained waivers of the formal 

meeting requirement, in accordance with the requirements of the Trust Agreement.  The Trustee 

met individually with Trust advisors and devoted time to Trust matters outside of scheduled 

meetings.  Activities by the Trustee and his advisors included the investment of trust assets, 

ensuring compliance with the Trust Documents, review of Durabla records, review of claims 

processor proposals, and communicating with claimants.  The Trustee and Counsel continued to 

communicate with the Centers for Medicare & Medicaid Services regarding the potential 
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reporting of trust claims under Section 111 of the Medicare Medicaid and SCHIP Extension Act 

of 2007. 

  2. Compensation 

 The compensation and expenses paid to the Trustee during the Reporting Period are set 

forth in the Trust’s financial statements attached hereto as Exhibit “A.”  The inclusion of this 

information in the Trust’s financial statements satisfies the requirements of Section 4.5 of the 

Trust Agreement.  All distributions related to Trustee compensation and expense reimbursements 

were made in accordance with the Trust Agreement guidelines. 

 B. Trust Officers 

 B. Thomas Florence served as the Trust’s Executive Director and John Brophy served as 

the Trust’s Assistant Executive Director during the Reporting Period. 

C. Trust Advisory Committee 

 Deirdre Pacheco, James Ferraro, John A. Baden, IV, and Benjamin Shein served as 

Members of the Trust Advisory Committee (“TAC Members”) during the Reporting Period. The 

compensation and expenses paid to the TAC Members during the Reporting Period are set forth 

in the Trust’s financial statements.  The inclusion of this information in the Trust’s financial 

statements satisfies the requirements of Section 5.6 of the Trust Agreement.  All distributions 

related to TAC Member compensation and expense reimbursements were made in accordance 

with the Trust Agreement guidelines. 

 D. Future Claims Representative 

 Lawrence Fitzpatrick served as the Future Claim Representative (the “FCR”) during the 

reporting period. The compensation paid to the FCR during the Reporting Period is set forth in 

the Trust’s financial statements.  The inclusion of this information in the Trust’s financial 
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statements satisfies the requirements of Section 6.5 of the Trust Agreement.  All distributions 

related to FCR compensation and expense reimbursements were made in accordance with the 

Trust Agreement guidelines. 

 E. Claims Processing 

 The Trustee issued an RFP to prospective claims processors and received proposals from 

a number of facilities.  The Trustee anticipates finalizing the selection of a claims processor in 

2018. 

F. General Counsel 

Campbell & Levine, LLC of Pittsburgh, Pennsylvania and Wilmington, Delaware served 

as general counsel to the Trust.  

IV. ANNUAL REPORT AND ACCOUNT 

 A. Summary of Claims 

No claims were accepted or processed by the Trust during the Report Period. 

  B. Financial Information 

 The Trust’s audited financial statements for the Reporting Period are attached hereto as 

Exhibit “A.”  The financial statements were audited by BDO USA, LLC.  

 

Date:       

      CAMPBELL & LEVINE, LLC 

 

 

      /s/ Mark T. Hurford     

      Mark T. Hurford (DE No. 3299) 

Kathleen Campbell Davis (DE No. 4229) 

      222 Delaware Avenue, Suite 1620 

      Wilmington, DE 19801 

      Tel. 302.426.1900 

      Fax 302.426.9947 

      mhurford@camlev.com  
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      -and- 

 

      Douglas A. Campbell 

      1700 Grant Building 

      Pittsburgh, PA 15219 

      Tel. 412.261.0310 

      Fax 412.261.5066 

 

Counsel to the Trust 
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Durabla Manufacturing Company and

Durabla Canada Ltd. Asbestos Trust

Audited Special-Purpose Financial

Statements with Supplementary Information
Years Ended December 31, 2017 and 2016

IBPQ
The report accompanying these financial statements was issued by

BDO USA, LLP, a Delaware limited liability partnership and the U.S. member

of BDO International Limited, a UK company limited by guarantee.
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Audited Special-Purpose Financial Statements

with Supplementary Information
Years Ended December 31, 2017 and 2016
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Contents

Independent Auditor's Report 1-2

Financial Statements

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

the Payment of Claims

3

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

Payment of Claims

4

Special-Purpose Statements of Cash Flows 5

Notes to the Special-Purpose Financial Statements 6-11

Supplementary Information

Independent Auditor's Report on Supplementary Information 12

Supplementary Schedules of Operating Expenses 13
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IBDO Tel: 703-893-0600

Fax: 703-893-2766

8401 Greensboro Drive
Suite 800
McLean, VA 22102www.bdo.com

Independent Auditor's Report

Trustee

Durabla Manufacturing Company and Durabla Canada Ltd. Asbestos Trust
Wilmington, Delaware

Report on the Special-Purpose Financial Statements

We have audited the accompanying special-purpose financial statements of Durabla
Manufacturing Company and Durabla Canada Ltd. Asbestos Trust (the Trust) (a statutory Trust
created under the laws of the State of Delaware), which comprise the special-purpose
statements of assets, liabilities, and net assets available for the payment of claims as of
December 31, 2017 and 2016, and the related special-purpose statements of changes in net
assets available for the payment of claims and the special-purpose statements of cash flows for
the years then ended and the related notes to the special-purpose financial statements.

Management's Responsibility for the Special-Purpose Financial Statements

Management is responsible for the preparation and fair presentation of the special-purpose
financial statements in accordance with the basis of accounting described in Note 2 to the
Special-Purpose Financial Statements; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of special-
purpose financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor's Responsibility

Our responsibility is to express an opinion on these special-purpose financial statements based
on our audits. We conducted our audits in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the special-purpose financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the special-purpose financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
special-purpose financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the special-purpose financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity's internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating
the overall presentation of the special-purpose financial statements.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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1BDO

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 special-purpose financial statements referred to above present fairly, in all
material respects, the assets and liabilities of Durabla Manufacturing Company and Durabla
Canada Ltd. Asbestos Trust as of December 31, 2017 and 2016, and the additions, deductions,
and its cash flows for the years then ended in conformity with the basis of accounting described
in Note 2 to the Special-Purpose Financial Statements.

Basis of Accounting

We draw attention to Note 2 of the special-purpose financial statements, which describes the
basis of accounting. As described in Note 2 these special-purpose financial statements were
prepared on a special-purpose basis of accounting which is a basis of accounting other than
accounting principles generally accepted in the United States of America. The special-purpose
basis of accounting has been used in order to communicate the amount of net assets presently
available to fund current and future claimants. Our opinion is not modified with respect to this
matter.

Restriction of Use

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

EDO OSft, LLP
McLean, Virginia

April 20, 2018
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Audited Special-Purpose Financial Statements

	 with Supplementary Information

Case 09-14415-MFW    Doc 1062-2    Filed 04/30/18    Page 7 of 19

Durabla Asbestos Trust Annual Reports, 2017 annual report
ACL Doc 14325 · Page 15 of 29

Published by AsbestosClaims.Law

asbestosclaims.law/library/14325/15

https://asbestosclaims.law/library/14325/15


Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

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

Payment of Claims

December 31, 2017 2016

Assets

Cash and cash equivalents

Interest Receivable

Investments, at fair value

Equity securities

Bonds

S 496,373 $

132,060

280,255

3,310,228

12,018,358

2,974,769

12,168,807

$ 15,957,019 $ 15,423,831Total assets

Liabilities

$Accounts payable and accrued expenses 10,948 $ 43,467

Total liabilities 10,948 43,467

$ 15,946,071 $ 15,380,364Net assets available for the payment of claims

See accompanying notes to the special-purpose financial statements.
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Special-Purpose Statements of Changes in Net Assets

Available for the Payment of Claims

Years Ended December 31, 2017 2016

Additions

$ 606,227 $
(293,580)

703,864

Interest and dividend income

Amortization of bonds

Net appreciation in fair value of investments

598,433

(303,039)

39,539

Total additions 1,016,511 334,933

Deductions

Operating expenses 450,804 304,750

Total deductions 450,804 304,750

Increase in net assets available for the payment of claims 565,707 30,183

Net assets available for the payment of claims

Beginning of the year 15,380,364 15,350,181

$ 15,946,071 $ 15,380,364End of the year

See accompanying notes to the special-purpose financial statements.

4

Case 09-14415-MFW    Doc 1062-2    Filed 04/30/18    Page 9 of 19

Durabla Asbestos Trust Annual Reports, 2017 annual report
ACL Doc 14325 · Page 17 of 29

Published by AsbestosClaims.Law

asbestosclaims.law/library/14325/17

https://asbestosclaims.law/library/14325/17


Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Special-Purpose Statements of Cash Flows

Years Ended December 31, 2017 2016

Cash flows from operating activities:

Increase in net assets available for the payment of

claims	

Adjustments to reconcile the decrease in net assets

available for the payment of claims to net cash used in

operating activities:

Amortization of premiums on bonds, net

Net appreciation in fair value of investment securities

Changes in operating assets and liabilities:

Interest Receivable

	 Accrued expenses and accounts payable	

$ 565,707 $ 30,183

293,580

(703,864)

303,039

(39,539)

(132,060)

(32,519) 36,751

Total adjustments (574,863) 300,251

Net cash (used in) provided by operating activities (9,156) 330,434

Cash flows from investing activities:

Sales and maturities of fixed income securities

Purchases of fixed income securities

Purchases of equity securities

Sales of equity securities	

1,397,061

(1,365,118)

(407,356)

600,687

1,158,825

(1,577,521)

(1,636,921)

1,735,540

Net cash provided by (used in) investing activities 225,274 (320,077)

Net increase in cash and cash equivalents 216,118 10,357

Cash and cash equivalents at the beginning of the year 280,255 269,898

Cash and cash equivalents at the end of the year $ 496,373 $ 280,255
See accompanyins notes to the special-purpose financial statements.
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Notes to the Special-Purpose Financial Statements

1 . Description of the Trust

On June 27, 2012, the United States Bankruptcy Court for the District of Delaware (the Bankruptcy

Court) entered an order (the Confirmation Order) confirming the Joint Chapter 11 Plan of

Reorganization for Durabla Manufacturing Company and Durabla Canda Ltd. (the Plan). On August

2, 2012, the District Court entered an order affirming the Confirmation Order.

The essential elements of the Plan include, among other things, the creation of the Durabla

Manufacturing Company and Durabla Canada Ltd. Asbestos Trust (the Trust) under Section 524(g)

of Chapter 11 of the United States Bankruptcy Code (the Bankruptcy Code) in the Bankruptcy

Court. The Confirmation order has become final and is no longer appealable, and the Plan

became effective on September 12, 2012.

Pursuant to the Plan, the Trust assumed certain assets and the responsibility for all Channeled

Asbestos Claims.

utilizing the Trust's assets and income to pay the holders of all Channeled Asbestos Claims in

accordance with the Trust Agreement and the Trust Distribution Procedures (TDP) in such a way

that holders of such claims are treated fairly, equitably and reasonably in light of the limited

assets available to satisfy such claims, and to otherwise comply in all respects with the

requirements of a trust set forth in section 524(g)(2)(B) of the Bankruptcy Code.

The Trustee is responsible for supervising and administering the Trust and

2. Significant Accounting Policies

Basis of presentation

The Trust's financial statements are prepared using special-purpose accounting methods adopted

by the Trust, which differ from accounting principles generally accepted in the United States of

America (GAAP). The special-purpose accounting methods were adopted in order to communicate

to the beneficiaries of the Trust the net assets available for the payment of claims and the related

operating expenses of the Trust. Since the accompanying special-purpose financial statements are

not based upon GAAP, the accounting treatment by other parties for these same transactions may

differ as to timing and amount. The special-purpose accounting methods include the following:

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

of asbestos claims.

Future fixed liabilities under contractual obligations and other agreements entered into by

the Trust are recorded as deductions in net assets available for the payment of claims in

the same period that such contractual obligations or agreements are signed. Under GAAP,

liabilities and contractual obligations are recorded over the period that is benefited by the

underlying contract or agreement.

The full amounts of claims will be expensed in the period in which the confirmed claims

are settled. A settled claim is a claim that has been allowed by the Trust and accepted by

the claimant, with an approved release. Under GAAP, a liability would be recorded for an

estimate of the amount to be paid for claims that have been incurred but not yet

reported, and for those claims that have been submitted but not yet approved for payment

by the Trust. No claims were settled or paid during the years ended December 31, 2017

and 2016.
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Notes to the Special-Purpose Financial Statements

Payments for services to be received over an extended period in the future are expensed

as paid because these amounts are no longer available for the payment of claims. Under

GAAP, an asset would be recorded and amortized over the period in which the related

benefits are received.

Payments for property and equipment are expensed as incurred. Under GAAP, payments

for property and equipment are capitalized and depreciated over the useful lives of the

assets. To date, the Trust has incurred no expense related to purchases of property and
equipment.

Income tax expense is estimated and recorded as incurred in the period in which certain

income and expense items affect current federal income taxes payable. Under GAAP, the

provision for income taxes is recorded based upon income reported for financial statement
purposes, and federal and state income taxes both currently payable and changes in
deferred taxes due to differences between financial reporting and tax bases of assets and
liabilities. Under GAAP, deferred taxes include a provision for taxes attributable to
changes in unrealized gains and losses on investments.

Under GAAP, for financial statement disclosure purposes all investments would be

categorized based on the priority of inputs used to measure fair value. Under GAAP, inputs
used in measuring fair value are categorized into three levels. Level 1 includes inputs that
are based upon quoted prices for identical instruments traded in active markets. Level 2
includes inputs that are based upon quoted prices for similar instruments in active
markets, quoted prices for identical or similar investments in markets that are not active,
or models based on valuation techniques for which all significant assumptions are

observable in the market or can be corroborated by observable market data for

substantially the full term of the investment. Level 3 includes inputs that are generally
unobservable and typically reflect management's estimates of assumptions that market
participants would use in pricing the asset or liability. The fair values are therefore
determined using model-based techniques that include option pricing models, discounted

cash flow models, and similar techniques. The accompanying special-purpose financial

statements do not categorize all investments into these levels.

Use of estimates

The preparation of financial statements in conformity with the special-purpose accounting
methods described above requires the Trust to make estimates and assumptions that affect the
reported amounts of certain assets and liabilities and the disclosures of contingent assets and
liabilities at the date of the special-purpose financial statements, as well as the reported amounts
of additions and deductions to the net assets available for the payment of claims during the
reporting period. Actual results could differ from those estimates and such differences could have
a material effect on the net assets available for the payment of claims.

Cash equivalents

The Trust considers all highly liquid instruments with original maturities of three months or less to

be cash equivalents.
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Notes to the Special-Purpose Financial Statements

Investments

Investment securities are stated at fair market value. Fair market values for investment

securities, other than hedge funds, are based on quoted market prices for identical or similar

instruments traded in active markets as of the date of the special-purpose financial statements.

The fair market value for hedge funds is based on the Trust's proportionate share of each fund's

net assets, as reported as of the date of the special-purpose financial statements. The net

appreciation or depreciation in fair market value of investments in the accompanying special-

purpose statements of changes in net assets available for the payment of claims consists of

realized gains or losses on sales of investments and the changes in unrealized gains or losses on

investments held. Investment income is recognized when earned. All interest and dividend

income, net of investment expenses, are included in interest and dividend income in the

accompanying special-purpose statements of changes in net assets available for the payment of

claims. Gains and losses on sales of investment securities are determined using the average cost

method.

Accrued expenses and accounts payable

Accrued expenses and accounts payable consist of accruals and outstanding invoices associated

with managing and operating the Trust.

Operating expenses

Operating expenses of the Trust are paid from the net assets available for the payment of claims

when invoices are received.

Income taxes

The Trust is classified as a Qualified Settlement Fund pursuant to the Internal Revenue Code and

Regulations thereunder (the Code). The Trust is subject to federal income taxes based on

modified gross income, as defined by the Code. In the opinion of the Trustee and advisors, the

Trust is not subject to state income taxes and, therefore, the special-purpose financial statements

do not include any provision or liability for state income taxes.

Income tax expense is estimated and includes amounts payable or receivable under current

federal income taxes.

The Trust records income tax expense (or benefit) associated with amounts payable (or

receivable) under current federal income taxes, and does not record a provision for (or benefit

from) deferred taxes. Accordingly, there is no provision for deferred taxes associated with

changes in cumulative unrealized gains and losses on investments (see Note 4). The income taxes

associated with gains on investments will be recorded in the Trust's financial statements when the

net gains are realized (i.e. the securities are sold) and the taxes become currently payable.
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Durabla Manufacturing Company
and Durabla Canada Ltd. Asbestos Trust

Notes to the Special-Purpose Financial Statements

Risks and uncertainties

The Trust's assets that are exposed to credit risk consist primarily of cash. Cash balances are
maintained at high-quality financial institutions and the Trust believes the credit risk related to
these cash balances is minimal. The Trust has not experienced any losses related to these
balances. There were no amounts on deposit in excess of federally insured limits at December 31,
2017.

3. Funding Under Joint Plan of Reorganization

Pursuant to the Plan, assets to be transferred to the Trust included cash, certain notes, rights to
any future proceeds received pursuant to certain insurance policies, and the proceeds of
settlement agreements with certain insurance companies, subject to the terms and conditions of
the settlement agreements as approved by the Bankruptcy Court.

During the period from September 12, 2012 (inception) through December 31, 2012, the Trust
received a total of $2,441,070 in cash. Additionally, during the period from September 12, 2012
(inception) through December 31, 2012, the Trust received a total of $6,360,554 in insurance
settlement proceeds assigned to the Trust.

Finally, during the period from September 12, 2012 (inception) through December 31, 2012, the
Trust received a total of $7,162,117 in principal payments and $179,612 in interest payments
under the terms of three separate promissory notes that were issued to the Trust pursuant to the
Plan. While the original terms called for future principal and interest payments through
December 31, 2020 at an interest rate of 5% per annum, the promissory notes were paid in full
during the year ended December 31, 2012 at a discount of 8%. Accordingly, there are no further
amounts due to the Trust under these promissory notes.

All Asbestos Trust Assets, as defined by the Plan have been received. Under the terms of
settlement agreements with certain insurance companies, or under the terms of future
settlements negotiated by the Trust, the Trust may be entitled to future insurance recoveries. In
accordance with the Trust's accounting policies, such insurance recoveries are recorded as an
addition to net assets available for the payment of claims when the funds are received from the
insurance companies.

4. Investments

Investment securities consist of the following at December 31, 2017:

Gross

Unrealized

Gains

Gross

Unrealized

Losses

Fair
Amortized

Cost
Market

ValueDescription

$ 2,400,675 $
11,870,405

909,553 $
147,953

$ 3,310,228
12,018,358

Equity securities

Bonds

$ 14,271,080 $ 1,057,506 $ $ 15,328,586
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Notes to the Special-Purpose Financial Statements

Investment securities consist of the following at December 31, 2016:

Gross

Unrealized

Gains

Gross

Unrealized
Losses

Fair

Market

Value

Amortized

CostDescription

$ 2,585,908 $
12,424,533

407,426 $ (18,565) $ 2,974,769
-	 (255,726) 12,168,807

Equity securities

Bonds

$ 15,010,441 $ 407,426 $ (274,291) $ 15,143,576

Net appreciation in the fair value of investment securities of $703,864 and $39,539 for the years
ended December 31, 2017 and 2016 consists of the net change in unrealized gains (losses) and net
realized gains (losses) from investment sales.

Unrealized gains and losses

Net change in unrealized gains (losses) from investment market (depreciation) appreciation of the
following as of December 31 :

2017 2016

$ 403,679
520,692

$ (396,961)
378,322

Bonds

U.S. equity securities

$ 924,371 $ (18,639)

Realized gains and losses

Net realized (losses) gains from investment sales consist of the following as of December 31:

2017 2016

$ (228,605)
	 8,098

$ 228,908
(170,730)

Bonds

U.S. equity securities

$ (220,507) $ 58,178

5. Income Taxes

During years ended December 31, 2017 and 2016, the Trust paid no income taxes and recorded no
income tax expense. Additionally, as of December 31, 2017 and 2016 there was no income tax
payable or receivable.

The Trust has a net operating loss carry forward of approximately $361,000 that is available to
offset future taxable income from operations. The Trust's net operating losses will expire, if not
utilized, at various dates through December 31, 2035. If utilized, this net operating loss
carryforward would result in a future deferred tax asset of $130,000. The Trust has a net capital
loss carry forward of approximately $574,000 that is available to offset future taxable capital
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Notes to the Special-Purpose Financial Statements

income. Additionally, as of December 31, 2017, the estimated deferred tax liability associated
with unrealized gains on investments is approximately $340,000. As disclosed in Note 2 to the
financial statements, the Trust does not record a provision for (or benefit from) deferred taxes.
Accordingly, there is no provision for deferred taxes associated with net operating loss

carryforwards or cumulative unrealized gains and losses on investments.

6. Contingent Liabilities

The Plan Documents (as defined in the Confirmed Plan) subject the Trust to certain

reimbursement and indemnification obligations that may result in future claims against the Trust.

The probability of such claims cannot be reasonably determined,
liability has been recorded in the accompanying special-purpose financial statements. Such
claims, if any, are not expected to be material. The Trust has obtained insurance for purposes of
supporting its obligation to indemnify the Trustee.

Accordingly, no associated

7. Liability for Asbestos Claims

The ultimate number of Asbestos Claims to be filed and the liability for such claims is not
determinable at this time. Net assets available for the payment of claims represents funding
available for all Asbestos Claims for which no fixed liability has yet been established.

8. Trust Liability Insurance

The Trust purchased liability insurance for a premium of $23,466 and $23,586 during the years
ended December 31, 2017 and 2016, respectively. The current policy term is September 12, 2016
to September 12, 2017. The Trust's accounting policy is to expense in the current period any
amounts that will not be available to pay future Channeled Asbestos Claims or expenses of the
Trust. Accordingly, $23,466 and $23,586 was included in operating expenses and recorded as
deduction in net assets available for the payment of claims for the year ended December 31 , 2017

and 2016, respectively.

9. Subsequent Events

The Trust has evaluated its December 31, 2017 special-purpose financial statements for
subsequent events through April 20, 2018, the date the special-purpose financial statements were
available to be issued. The Trust is not aware of any subsequent events which would require
recognition or disclosure in the special-purpose financial statements.
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Supplementary Information
Years Ended December 31, 2017 and 2016
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1BDO Tel: 703-893-0600

Fax: 703-893-2766

www. bdo.com

8401 Greensboro Drive

Suite 800
McLean, VA 22102

Independent Auditor's Report on Supplementary Information

Trustee

Durabla Manufacturing Company and Durabla Canada Ltd. Asbestos Trust

Wilmington, Delaware

Our audits of the special-purpose financial statements included in the preceding section of this

report were conducted for the purpose of forming an opinion on those statements as a whole. The

supplementary information presented in the following section of this report is presented for

purposes of additional analysis and is not a required part of the financial statements. Such

information is the responsibility of management and was derived from and relates directly to the

underlying accounting and other records used to prepare the special-purpose financial statements.

The information has been subjected to the auditing procedures applied in the audit of the special-

purpose financial statements and certain additional procedures, including comparing and

reconciling such information directly to the underlying accounting and other records used to

prepare the special-purpose financial statements or to the special-purpose financial statements

themselves, and other additional procedures in accordance with auditing standards generally

accepted in the United States of America. In our opinion, the information is fairly stated in all

material respects in relation to the special-purpose financial statements as a whole.

FPO USft, LLV
April 20, 2018

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the

international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Durabla Manufacturing Company

and Durabla Canada Ltd. Asbestos Trust

Supplemental Schedules of Operating Expenses

Years Ended December 31, 2017 2016

Consulting services $ 153,143 $ 13,653

Accounting, finance, and tax fees 90,329 81,024

Trustee fees and expenses 79,269 77,262

Investment advisor, management, and bank fees 72,353 73,920

Trust liability insurance 23,466 23,586

Legal representative counsel fees and expenses 15,538 2,088

General legal fees 12,207 28,063

Trust Advisory Committee Counsel fees and expenses 3,937 3,478

Trust management fee 562 1,676

$ 450,804 $Total operating expenses 304,750
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{C0731049.1 } 

IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF DELAWARE 

 

In re: 

DURABLA MANUFACTURING 

COMPANY, and DURABLA CANADA 

LTD., 

   Reorganized Debtors. 

Chapter 11 

Case No. 09-14415 (MFW) 

(Jointly Administered) 

 

 

CERTIFICATE OF SERVICE 

 

 I, Mark T. Hurford, of Campbell & Levine, LLC, hereby certify that on April 30, 2018, I 

caused a copy of the Notice of Filing of Annual Report and Claims Summary to be served upon 

the attached service list via first-class and electronic mail. 

 

      CAMPBELL & LEVINE, LLC 

 

 

Dated: April 30, 2018    /s/Mark T. Hurford    

Mark T. Hurford (No. 3299) 

222 Delaware Avenue, Suite 1620 

Wilmington, DE 19801 

(302) 426-1900 

mhurford@camlev.com 
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Durabla Service List  

John A. Baden, IV 

Motley Rice LLC 

28 Bridgeside Blvd.  

Mt. Pleasant, SC 29464 

Lawrence Fitzpatrick 

100 American Metro Boulevard, Suite 108 

Hamilton, NJ 08619 

 

Benjamin Shein 

Shein Law Center, Ltd. 

121 South Broad Street, 21st Floor 

Philadelphia, PA 19107 

Deirdre W. Pacheco, Esq 

150 Washington Avenue, Suite 201 

Santa Fe, New Mexico 87501  

 

 

Edwin Harron 

Young Conaway Stargatt & Taylor LLP 

Rodney Square 

1000 North King Street 

Wilmington, DE 19801 

James L. Ferraro 

Kelley & Ferraro, LLP 

2200 Key Tower 

127 Public Square 

Cleveland, OH 44114 

 

Ann C. McMillian 

Caplin & Drysdale 

One Thomas Circle NW 

Suite 1100 

Washington, DC 20005 
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