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a1 IGHLANDS 
A 

THE 

(€% ACCOUNTING GROUP 

INDEPENDENT AUDITORS’ REPORT 

To the Trustee and Trust Advisory Committee 
M. H. Detrick Company Asbestos Trust 
Leeds, Alabama 

We have audited the accompanying special-purpose financial statements of M. H. Detrick Campany Asbestos Trust 
(A Defaware Business Trust), which comprise the special-purpose statements of net claimants’ equity as of December 
31, 2018 and 2017, and the related special-purpose statements of changes in net claimants’ equity and cash flows 
for the years then ended, and the related notes to the special-purpose financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these special-purpose financial statements 
in accordance with the financial reporting provisions of the Trust agreement as discussed in Note 2. Management 
is also responsible for the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of the special-purpose financial statements that are free from materiai misstatement, whether 
due to fraud or error. 

Auditors’ 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 asuditing 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 auditors’ 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, 

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

Opinion 

In our apinion, the special-purpose financial statements referred to above present fairly, in all material respects, the 
net claimants’ equity of MUH. Detrick Company Asbestos Trust as of December 31, 2018 and 2017, and the changes in 
net claimants’ equity and cash flows for the years then ended, on the basis of accounting described in Note 2. 

312 LORNA SQUARE - BIRMINGHAM, ALABAMA 35216 
PHONE 205.795.0240 » FAX 205.795.0309 

WWW.THAGINC.COM 
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Emphasis of Matter 

We draw attention to Note 2 of the special-purpose financial statements which describes the basis of accounting. The 
special-purpose financial statements are prepared on the basis of the financial reporting provisions specified in a Trust 
agreement, significant interpretations made by the Trustee based on court orders, barkruptey filings, Trust Advisory 
Committee decisions and bankruptcy attorney apinions, as discussed in Note 2, which is a basis of accounting other than 
accounting principles generally accepted in the United States of America to comply with the financial reporting provisions 
of the agreament referred to above. Qur opinion is not modified with respect to that matter, 

“The N@%L@wd@ (Z@,@unt’w.}flci, Gurop, ac. 

The Highlands Accounting Group, tnc. 

Birmingham, Alabama 
April 30,2019 
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M. H. DETRICK COMPANY ASBESTOS TRUST 

Special-Purpose Statements of Net Claimants’ Equity 
December 31, 2018 and 2017 

2018 2017 
Assets 

Cash and cash equivalents s 443,005 § 114,434 
Investments 3,564,419 3,346,284 
fnvestment - M. M. Detrick Company - 150,001 
Notes receivable - M. H. Detrick Company - 470,000 
Accrued interest receivable - M. H, Detrick Company - 1,741 
Prepaid expenses - 2,795 

4,607,424 4,085,255 

Liabilities 

Deferred claims 186,198 182,198 
Accrued expenses 704 - 

186,502 182,198 

Net Claimants’ Equity $ 3,820,522 $ 3,903,057 

See notes to financial statements. 
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M. H. DETRICK COMPANY ASBESTOS TRUST 

Special-Purpose Statements of Changes in Net Claimants’ Equity 

Years ended December 31, 2018 and 2017 

Net claimants’ equity - beginning of year 

Additions to net claimants’ equity 

tnvestment income 

Interest income on notes receivable from M. H. Detrick Company 

Net gain (loss) on sale of investments 
Net gain on sale of investment - MM, Detrick Company 

Changein unrealized {loss) gain on investments 

Deductions from net claimants’ equity 

Operating and claims resolution expenses 

Net claimants’ equity - end of year 

See notes to financial statements. 

2018 2017 

$ 3,903,057 $ 3,933,502 

49,648 60,231 

27,808 40,240 

36,833 (12,564) 

6,050 - 

(17,765} 17,703 
102,574 105,610 

185,109 136,055 

S 3820522 $ 3,903,057 

M.H. Detrick Asbestos Trust Annual Reports, 2018 annual report
ACL Doc 14005 · Page 7 of 17

Published by AsbestosClaims.Law

asbestosclaims.law/library/14005/7

https://asbestosclaims.law/library/14005/7


M. H. DETRICK COMPANY ASBESTOS TRUST 
Special-Purpose Statements of Cash Flows 
Years ended December 31, 2018 and 2017 

2018 2017 
Operating Activities 

Net reduction to net claimants’ equity S {82,535) $ (30,445) 
Adjustments to reconcile net reduction to net cash 

used in operating activities 
Unrealized loss {gain) on investments 17,765 {17,703} 
(Gain) loss on sale of investments {36,833} 12,564 
Gain on sale of investment - M.H. Detrick Company (6,050} - 
Changes in operating assets and liabilities 

Accrued interest receivable - M. H. Detrick Company {22,208} {40,240) 
Prepaid expenses 2,795 {2,189) 
Deferred claims 4,000 - 
Accrued expenses 704 {2,267) 

Netcash used in operating activities (122,362} (80,280) 

Investing Activities 

Repayment of note receivabie - M. H. Detrick Company 350,000 - 
Proceeds from sale of investments 7,134,008 1,149,836 
Purchase of investments (7,333,075} (1,197,464) 
Proceeds from sale of investment - M.H. Detrick Company 300,000 - 

Net cash provided by (used in} investing activities 450,933 (47,628) 

Net increase {decrease} in cash and cash equivalents 328,571 {127,908} 

Cash and cash equivalents - beginning of year 114,434 242,342 

Cash and cash equivalents - end of year S 443,005 5 114,434 

See notes to financial statements. 
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M. H. DETRICK COMPANY ASBESTOS TRUST 
Notes to Financial Statements 
December 31, 2018 and 2017 

NOTE 1 - DESCRIPTION OF THE TRUST 

Nature of Organization - The M. H. Detrick Company Asbestos Trust (the Trust), organized pursuant to the laws of the 
state of Delaware (Delaware Business Trust}, was established pursuant to the M. H. Detrick Company {Detrick) Third 
Amended and Joint Plan of Reorganization {the Plan). The Trust was formed to assume Detrick’s liabilities with respect 
to any and all Asbestos Bodily Injury Claims and Demands and Asbestos Property Damage Claims and Demands 
(cumulatively Claims and Demands) in such a way that all holders of Claims and Demands are treated in a substantially 
equivalent manner. Upon consummation of the Plan, the Trust assumed liability for existing and future asbestos health 
and property damage claims. The Trust had initial funding and will receive ongoing fixed and contingent funding as 
described below. The Trust's funding is dedicated solely to the settlement of asbestos health and property damage 
claims and the related costs thereto, as defined in the Plan. The Trust was established on August 21, 2002. 

Funding of the Trust- Initial sources of funds as described in the Plan are as follows: 

i. Alloutstanding shares of Detrick common stock. 

ii. Detrick’s asbestos-related insurance coverage with a value of approximately $2,479,000. 
iii. Detrick shall pay all of its income in to the Trust less a sufficient amount of operating capital to maintain 

successful business operations. Detrick was sold during 2018 {see Note 2. 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation - The Trust’s special-purpose financial statements are prepared using accounting methods that 
differ from accounting principles generally accepted in the United States of America {GAAP). The special-purpose 
accounting methods were adopted in order to better communicate to the beneficiaries of the Trust the amount of 
equity available for payment of current and future claims. This basis of presentation is in accordance with the Trust 
agreement and significant interpretations made by the Trustee based on court orders, bankruptcy filings, Trust 
Advisory Committee decisions and bankruptcy attorney opinions. These special-purpose accounting methods are 
enumerated as follows: 

i. The financial statements are prepared using the accrual basis of accounting, except as noted in the following 
items. 

ii. Distributions received from Detrick and any insurance proceeds will be recorded directly to net claimants’ 
equity when received. Settlement payments to settle asbestos personal injury claims will be recorded as 
reductions of net claimants’ equity. 

iii. The cost of any non-income producing assets {if any), which will be exhausted during the life of the Trust, 
will be expensed as incurred. This includes fixed assets and software development. 

Iv. Future fixed liabilities or contractual obligations {if any) entered into by the Trust will be recorded directly 
against net claimants’ equity. 

v. The liability for unpaid claims will only be recorded if the claim has been approved for payment but not yet 
paid. No liability will be recorded for any unfiled claims or filed claims that have not been approved for 
payment. Net claimants’ equity represents funding available to pay present and future claims on which no 
fixed liability has been recorded, 

vi. Investments are recorded at fair value and related gains and losses, both realized and unrealized, are 
reported in the special-purpose statements of changes in net claimants’ equity. 

M.H. Detrick Asbestos Trust Annual Reports, 2018 annual report
ACL Doc 14005 · Page 9 of 17

Published by AsbestosClaims.Law

asbestosclaims.law/library/14005/9

https://asbestosclaims.law/library/14005/9


M. H. DETRICK COMPANY ASBESTOS TRUST 
Notes to Financial Statements 

December 31, 2018 and 2017 
{Continued} 

vii. The recorded value of the closely held manufacturing company has not been determined; therefore, a 
nominal value of $1 plus capital contributions has been presented. The original value will not be changed 
due to the lack of any objective means to measure changes in value, However, additional investments in 
the closely held manufacturing company by the Trust will increase the recorded value of the investment. 
This investment s seen as temporary and available to satisfy claims so the accounts of Detrick will not be 
consolidated. Distributions from Detrick wilt be recorded as additions to net claimants’ equity. Detrick was 
sold during 2018 (see Note 2}. 

in preparing the special-purpose financial statements, management evaluated subsequent events through the date 
of the independent auditors’ report, which is the date the financial statements were available to be issued. 

Use of Estimates - The preparation of finandial statements in conformity with the special-purpose accounting 
methods described above requires management to make estimates and assumptions that affect the reported 
amounts of assets and labilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of additions and deductions to net claimants’ equity during the reporting 
period. Actual results could differ from those estimates. 

Cash and Cash Equivalents - The Trust considers alf instruments with an original maturity of three months or less to 
be cash and cash equivalents for purposes of classification in the statement of net claimants’ equity and the 
statement of cash flows. Cash and cash equivalents are maintained at financial institutions and, at times, balances 
may exceed federally insured limits. These amounts represent actual account balances held by financial institutions 
at the end of the period, and unlike the balance reported in the special-purpose financial statements, the account 
balances do not reflect timing delays inherent in reconciling items such as outstanding checks and deposits in transit. 
The Trust has never experienced any losses related to these balances. 

Investments - Investments are stated at fair value. The specific identification method is used to determine realized 
gains and losses on sales of all investments other than mutual funds, which are determined using the average cost 
method. Gross gains from the sale of investments totaled $52,320 and $0 for the years ended December 31, 2018 
and 2017, respectively. Gross losses from the sale of investments totaled $15,487 and $12,564 for the years ended 
December 31, 2018 and 2017, respectively, 

M. H. Detrick Company Common Stock interest - The Trust's stock interest represented a 100% stock interest in 
Detrick. The accounts of Detrick have not been consolidated in the accompanying special-purpose financial 
statements because: 1) Detrick stock interests are held by the Trust {sold during 2018} in order to pay asbestos claims 
and, as such, the investment is likely to be temporary; and 2) the objective of the financial statements is 1o 
communicate the equity available over the life of the Trust to current and future claimants. 

At the establishment of the Trust, the Trust’s stock interest in Detrick were recorded at a nominal value. As described 
in Note 4, during the years ended December 31, 2018 and 2017, the Trust infused $120,000 and $150,000, 
respectively, of additional capital into Detrick. Fair market value of Detrick is not determined or recorded, as the 
company is a non-public entity with no readity determinable basis of valuation on an on-going periodic basis. 

During the year ended Decernber 31, 2018, the Trust sold it’s stock interest in Detrick. The proceeds were received 
through the repayment of a $300,000 note receivable during 2018 as well as other contingent additional amounts 
to be recognized, should they occur, related to additional terms in the sale agreement for future performance of 
Detrick. 
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M. H. DETRICK COMPANY ASBESTOS TRUST 
Notes to Financial Statements 

December 31, 2018 and 2017 

{Continued) 

M. H. Detrick Distributions - M. H. Detrick makes annual distributions (as described in IRS Code section 468B) to the 
Trust out of current earnings and profit, when available. These annual distributions are reported as additions to net 
claimants’ equity. There were no annual distributions during the years ended December 31, 2018 and 2017. M.H. 
Detrick was sold during 2018 {see Note 2). 

income Taxes - For federal income tax purposes, management has elected for the assets of the Trust to be taxed as 
a Designated Settlement Fund. income and expenses associated with these assets of the Trust are taxed in 
accordance with Section 4688 of the Internal Revenue Code. Under this Code section, all transfers from Detrick and 
allinsurance proceeds to be utilized in the settiement of asbestos-related claims are not considered taxable income, 
and alf claim settlement payments are non-deductible. At December 31, 2018, the Trust had net operating loss 
carryforwards of approximately $205,000, expiring at various intervals through 2037. At December 31, 2018, the 
Trust had net operating loss carryforwards of approximately $88,000 that do not expire. 

Tax positions are initially recognized in the special-purpose financial statements when it is more tikely than not that 
the position will be sustained upon examination by the tax authorities. The Trust had no uncertain tax positions that 
qualify for either recognition or disclosure in the financial statements as of December 31, 2018 and 2017, based on 
an assessment of many factors including experience and interpretations of tax laws applied to the facts of each 
matter for all open tax years. 

Fair Value - The established framework for measuring fair value provides a hierarchy that prioritizes the inputs to 
valuation techniques used to measure fair value. Fair value is the price the Trust would expect to receive to sell an asset 
or pay to transfer a liability in an orderly transaction with a market participant at the measurement date. The hierarchy 
gives the highest priority to unadjusted guoted prices in active markets for identical assets or liabilities {Level 1 
measurements) and the lowest priority to unobservable inputs {Level 3 measurements). 

The three levels of the fair value hierarchy are described as follows: 

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active 
markets that the Trust has the ability to access. 

Level 2 - Inputs to the valuation methodology include: Quoted prices for similar assets or Habilities in active markets; 
Quoted prices for identical or similar assets or Habilities in inactive markets; Inputs other than quoted prices that are 
observable for the asset or liability; Inputs which are derived principally from or corroborated by observable market 
data by correlation or other means. if the asset or liability has a specified (contractual) term, the Level 2 input must 
be observable for substantially the full term of the asset or liability. 

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value measurement, 

The fair value measurement level within the fair value hierarchy is based on the lowest leve] of any input that is 
significant to the fair value measurement. Valuation techniques used maximize the use of observable inputs and 
minimize the use of unobservable inputs. 

-106- 
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M. H. DETRICK COMPANY ASBESTOS TRUST 

Notes to Financial Statements 
December 31, 2018 and 2017 

{Continued) 

NOTE 3 - INVESTMENTS 

Investments consisted of the following: 

Gross Gross 

Unrealized Unrealized Fair 
Cost Gains Losses Value 

December 31, 2018 

Money market $ 976 $ -8 - $ 976 
Government and raunicipal obligations 3543371 20,350 {278) 3563443 

S 3544347 3 20,350 § (278) $ 3564419 

December 31, 2017 

Money market $ 732,131 § - S - S 732,131 
Municipal obligations 299,524 366 - 299,890 
Mutual funds 161,440 120 {1,540) 160,020 
Corporate bonds 2,620,126 16,002 {13,785} 2,022,343 
Corporate equities 85,227 35,673 - 131,900 

$ 3308448 S 53,161 $ (15,325) S 3,346,284 

The cost and estimated fair value of debt securities by contractual maturity at December 31, 2018 are shown below. 
Expected maturities will differ from contractual maturities because borrowers may have the right to call or prepay 
obligations with or without call or prepayment penaities. 

Fair 

Cost Value 

Duein oneyear or less S 3543371 & 3,563,443 

NOTE 4 - NOTE RECEIVABLE - M. H, DETRICK COMPANY 
The Trust entered into notes receivable agreements with M. H. Detrick Company on June 30, 2016, December 5, 
2016 and December 20, 2016 in the amounts of $300,000, $200,000 and $70.000, respectively, Interest is charged 
on these notes at an annual rate of 7.00% and the unpaid principal and accrued interest shall be payable in full on 
any future date the lender demands payment. During the year ended December 31, 2017, principal and accrued 
interest receivable totaling $150,000 was converted to capital paid into M. H. Detrick Company. During the year 
ended December 31, 2018, $350,000 was paid back and $120,000 was converted during the sale of M.H. Detrick 
Company. The sale was funded through a note receivable in the amount of $300,000 which was paid off early in 
Decermber of 2018, 

NOTE 5 - UTIGATION 

The Trustee is not aware of any non-asbestos related litigation, claims or assessments against the Trust, 

-ii- 
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M. H. DETRICK COMPANY ASBESTOS TRUST 
Notes to Financial Statements 
December 31, 2018 and 2017 

{Continued) 

NOTE 6 - CLAIMS 
An apen claim filing period began on December 12, 2010 and was closed on February 10, 2011, During the years 
ended December 31, 2018 and 2017, no checks were issued to claimants for claims filed during the open claim period 
noted above. On the termination date of the Trust, claims previously approved but returned 1o the Trust are to be 
forwarded to a charitable organization. These claims are reflected in the special-purpose financial statements as 
deferred claims. it is believed that all existing and future bodily injury claims will greatly exceed current and expected 
future available funds from all sources. 

Claims and demands are handled based on procedures implemented by the Trust. These procedures are collectively 
referred to as the Asbestos-Related Claims Resolution and Distribution Procedures. When sufficient funds become 
available to pay claims, the Trust pays claimants s fixed payment amount as determined by the Trustee and approved 
by the Trust Advisory Committee. 

The distribution procedures contain procedures for the distribution of the Trust's limited assets, Under the 
distribution procedures, the Trust may periodically re-evaluate its anticipated annual sources and uses of cash until 
the last projected future claim has been paid. Due to the limited assets of the Trust, these procedures are currently 
restricted to a fixed payment amount per claim in full satisfaction of each claim. 

NOTE 7 - RELATED PARTY TRANSACTIONS 
The Trust pays quarterly fees to a related party for administrative services. The amounts paid for such services 
totaled $8,000 during each of the years ended December 31, 2018 and 2017. Trustee fees totaled $25,000 and 
$15,000 during the years ended December 31, 2018 and 2017, respectively. 

NOTE 8 - FAIR VALUE OF FINANCIAL INSTRUMENTS 
The following is a description of the valuation methodologies used for assets measured at fair value. There have been 
no changes in the methodologies used at December 31, 2018 and 2017. 

* Money Markets: Valued at amortized cost which approximates fair value. 
* Mutual Funds/Corporate Equities: Valued at the closing price reported on the active market on which the 

individual funds/securities are traded, 
* Government and Municipal Obligations/Corporate Bonds: Valued using quoted prices for a similar asset in an 

active market or trade prices of the municipal obligations or actual bond. The municipal obligations or bonds 
themselves are not traded on an active market. 

The preceding methods described may produce a fair value calculation that may not be indicative of net realizable value 
or reflective of future fair values. Furthermore, although management believes its valuation methods are appropriate 
and consistent with other market participants, the use of different methodologies or assumptions to determine the fair 
vatue of certain financial instruments could result in a different fair value measurement at the reporting date. 

-12- 
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M. H. DETRICK COMPANY ASBESTOS TRUST 
Notes to Financial Statements 
December 31, 2018 and 2017 

{Continued) 

The following tables set forth, by leve! within the fair value hierarchy, the Trust investment assets at fair value: 

Quoted Prices in 
Fair Value on Active Markets Other Significant 
Statement of for identical Observable Unobservable 

Net Claimants’ Assets inputs Inputs 
Equity {Level 1} {Level 2} {Level 3) 

December 31, 2018 

Money market H 976 $ 976 § -8 - 
Government and municipal obtigations 3,563,443 - 3,563,443 - 

$ 3,564,419 S 976 S 3,563,443 S - 

December 31, 2017 

Money market 5 732,131 § 732,131 § - S - 
Municipal obligations 299,890 - 299,850 - 
Mutual funds 160,020 160,020 - - 
Corporate bonds 2,022,343 - 2,022,343 - 
Corporate equities 131,800 131,300 - - 

$ 3346284 S 1,024051 5 2,322,233 $ - 

NOTE 9 - STATEMENT OF CASH FLOWS SUPPLEMENTAL INFORMATION 
During the year ended December 31, 2018, noncash activities included the sale of investment - M.H. Detrick 
Company through the conversion of the remaining principal balance of a note and the related accrued interest 
totaling $143,949. During the year ended December 31, 2017, noncash activities included the conversion of principal 
balance of note receivable and accrued interest receivable totaling $150,000 into capital paid into M.H. Detrick 
Company. 

13- 

M.H. Detrick Asbestos Trust Annual Reports, 2018 annual report
ACL Doc 14005 · Page 14 of 17

Published by AsbestosClaims.Law

asbestosclaims.law/library/14005/14

https://asbestosclaims.law/library/14005/14


ADDITIONAL INFORMATION 
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rar—t |1 IGHLANDS 
A 

THE 

(€3 ACCOUNTING GROUP 

INDEPENDENT AUDITORS’ REPORT ON ADDITIONAL INFORMATION 

To the Trustee and Trust Advisory Committee 
M. H. Detrick Company Ashestos Trust 
Leeds, Alabama 

We have audited the special-purpose financial statements of the M. H. Detrick Company Asbestos Trust (A Delaware 
Business Trust) as of and for the years ended December 31, 2018 and 2017, and our report thereon dated April 30, 
2019, which expressed an unmadified opinion on those special-purpose financial statements, appears on page 3. 
Our audits were conducted for the purpose of forming an opinion on the special-purpose financial statements taken 
as a whole. The additional information included in the schedules of operating and claim resolution expenses related 
to the special-purpose financial statements is presented for purposes of additional analysis and is not a required 
part of the special-purpose financial statements. Such information is the respansibility 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 additional information has been subjected to the auditing procedures applied in the audits 
of the special-purpose financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the special-purpose 
financial statements or to the special-purpose financial statements themselves, and other additional procedures in 
accordance with the Trust agreement. in our opinion, the additional information Is fairly stated in all material 
respects in relation to the special-purpose financial statements as a whole, 

T Heghlavds @owum%m% Group, Jac. 
& 

The Highlands Accounting Group, Inc. 

Birmingham, Alabama 

April 30, 2019 

312 LORNA SQUARE * BIRMINGHAM, ALABAMA 35216 
PHONE 205.725.0240 - FAX 205.795.0309 
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Co-Trustee fees 
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Misceltaneous 

Postage 

Telephone and internet 

TAC Expenses 

Trustee fees 

Trustee travel expense 

Website development 

See independent auditors’ report on additional information. 

M. H. DETRICK COMPANY ASBESTOS TRUST 
Schedules of Operating and Claims Resolution Expenses 

Years ended December 31, 2018 and 2017 

-16- 

2018 2017 

$ 22,606 $ 22,801 
8,000 8,000 
2,500 2,500 

14,910 9,903 
8,977 10,414 

98,695 65,584 
210 179 

8 . 

722 666 
- 926 

25,000 15,000 

- 82 

3,481 - 

S 185,109 § 136,055 

M.H. Detrick Asbestos Trust Annual Reports, 2018 annual report
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