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Chairman DeKrey: We will open the hearing on HB 1430.

Rep. Blair Thoreson: Sponsor, support. It deals with successor corporation asbestos related

liability. This bill came about due to a situation with a corporation who had purchased, many

years earlier, a company that had worked in the area of asbestos briefly and as such had
. suffered penalties which had suffered penalties that shouldn’t have been assessed.

Rep. Griffin: Would this bill benefit anyone in ND.

Rep. Thoreson: | believe it would. In the situation we will be discussing here, that company

has people who are in the state and are retired workers from that company, who are relying on

that company for their pensions and benefits. It would also benefit our state in case some

other company, of which I'm not aware of anyone at this time, who has this problem arise. |

believe we should have a protection in place for this situation.

Chairman DeKrey: Thank you. Further testimony in support.

Rep. Larry Klemin: Sponsor, support. For about the past twenty years our law firm has been

representing clients who have been sued in asbestos litigation in ND and SD. Over the course

of this 20 years, clients have come and gone. We used to represent a client that had made

. brake shoes, and in the past, asbestos was used in these brakes because of the heat. That
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company was subsequently purchased by another company, who then took over, that had its
own liability because it was another brake company. It also assumed the previous liabilities of
the company | was representing. Well, the successor company is no longer in business; they
filed bankruptcy due primarily, maybe exclusively to the fact that they were sued all over the
company over asbestos in their brakes. Neither one of those companies now exist at all, and
there are many, many examples like that that have had that happened in this industry, with
companies being sued relating to asbestos-related injuries that are alleged in these lawsuits.
Typically, a lawsuit in ND will have either a 40 defendants in one lawsuit, all of which are
alleged to have caused the injury to the plaintiff for exposure to asbestos, no matter how
remote. Asbestos litigation can be in the area of brake shoes or insulation that was used in
many buildings in ND; around pipes, in the ceilings, etc. which is perfectly safe as long as it's
not disturbed. Because it's disturbed, then it gets into the air and could affect somebody. This
bill addresses the successor liability issue; how far should successors be liable and to what
extent. There are more people who are going to testify to that more fully. All of the companies
that | represented in the past 20 years, sold products in ND, that may or may not have
contained asbestos in the past. Some of them are still, one of the very large companies that
sold a lot of business in ND, as well as throughout the world, all of those companies are
affected. They don't have to be domiciled here to be affected.

Rep. Delmore: Aren't asbestos lawsuits different because it can take 10, 15 or even 40 years
from now before | realize that health liability is brought on me. It's not an immediate thing that
I've been exposed to asbestos, so that | know right away where it came from and what
happened. Isn’'t there a long life span with this?

Rep. Klemin: That's true to the extent that the diseases associated with asbestos are long-

term in developing; typically having problems with the lungs. So these things do take a long
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. time to develop. This bill doesn't affect that as far as | understand it. 1t's just the fact the
extent to which a successor company is liable for the exposure of the previous company.
Rep. Delmore: So if | buy your company and you are subject to liability, now because |
bought you out, | have no liability to someone who may have been damaged.
Rep. Klemin: | don't think that is the intent of this bill. The intent of the bill is to limit the dollar
amount that the total exposure to what you paid for that company.
Rep. Dahl: Does this bill essentially limit the right of a plaintiff to be made whole, to some
extent.
Rep. Klemin: It could, it's a question of how long should a new company be held liable for the
conduct of the company it bought.
Chairman DeKrey: Thank you. Further testimony in support.

Jeb Oehlke, ND Chamber of Commerce: Support (attachment).

Rep. Delmore: You've listed the Chambers that are supporting this. | don’t see Fargo or
Grand Forks listed there, is there a reason for that.

Jeb Oehlke: The Fargo Chamber is listed. The Grand Forks chamber didn't respond.

Rep. Delmore: Are you aware of any large cases in ND where this bill would have an effect.
Jeb Oehlke: | do not believe, at this time, there are any. It also wouldn’t apply to any lawsuits
that have already been started.

Rep. Griffin: Are you aware of any companies currently in ND that this legislation would
affect.

Jeb Oehlke: |can't. There is only one company that | know of that it applies to. You will
hear of the situation shortly. There is nothing that | know of, but that doesn't mean there isn't

something.

Rep. Griffin: Are there any employees from these companies living in ND.
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Jeb Oehlke: | don't believe that there are any current employees of this company living in ND.
Rep. Wolf: On the second page you list all these different chambers, can you just explain to
me the procedure that the ND Chamber went through to look into this matter. How did you find
out how the chambers felt about this issue. How did Minot support this bill.

Jeb Oehlke: The organization puts out a sheet called the ND Chamber of Commerce Policy
Statements. We have several policy statements.

Rep. Wolf: Do you notify all the chambers and tell them that these are the bills we're looking
at, or will be testifying in support of or against. Do you get that specific in telling your
chambers. Does my chamber of commerce that you're down here testifying in favor of this
specific bill.

Jeb Oehlke: They might. We have a website where we list what we're in support of, testifying
on.

Rep. Zaiser: | am assuming that you don’t poll each and every member of each individual
chamber about the legislation.

Jeb Oehlke: Yes.

Rep. Zaiser: If you polled each member of that 6500, would you get unanimous support.

Jeb Oehlke: | don’t know if we would get 100% support.

Rep. Zaiser: My point is that it is implied that the entire chamber is for this legislation.

Jeb Oehlke: The overwhelming majority of our members are businesses. The board of
directors of the local chambers of commerce speak for their members.

Rep. Klemin: One thing | forgot to mention is that these asbestos lawsuits are all brought in
state court. The defendants aren't able to remove it to federal court like they can in some
other cases because every one of those cases in state court, there are between four to six ND

companies that are joined as defendants, who are alleged to have been directly responsible.



Page 5

House Judiciary Committee
Bill/Resolution No. HB 1430
Hearing Date: 1/27/09

My point is that there are ND companies who are sued in court now in ND, who are alleged to
have some liability for asbestos exposure. They would be affected if they were purchased by
some other company; if the successor were purchased by a ND company, they would be
enjoined by the parties.

Chairman DeKrey: Thank you. Further testimony in support of HB 1430.

Mark Behrens, American Legislative Exchange Council: Support (2 attachments).

Rep. Zaiser: In the states where you have passed legislation, do any of these states have
injured workers that were affected by asbestos or asbestos-related companies.

Mark Behrens: There are substantial number in Texas, Mississippi, and Ohio; they were the
first state to have cases which are over 90% or more that are related to asbestos. We worked
with trial lawyers in other states to recognize this problem. We've never seen anybody in a
trial come forward in any of these states, and testify that it's fair to a company that never made
this product should have to pay $600 million dollars. It's preposterous. We want to make sure
that in this bill, it is limited in scope, so it provides fairness to the company that is in this unique
situation; without removing the responsibility of the company that made or sold that asbestos
product. They are still fully liable. Those are the companies that trial lawyer should focus on.
We want to make sure that the bill only does what it is intending it to do and doesn’t apply to
the people who made the product.

Rep. Zaiser: Do you know of any victims or any asbestos-related company that are here in
North Dakota now.

Mark Behrens: There are companies in ND which will be affected by the bill. | don’'t know
about victims, it's possible. It is certainly critically important to the dozen or so families of
retirees in the state, because this company is in a real precarious financial condition. Looking

at where we worked on this, most of the states that have passed it have not been states
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where Crown has operations. The people look to this and say that this is an unfair situation.
This company has paid more than its fair share for something that they never did anything
wrong, and it's really a fairness issue that is incurred today in the states where they don't have
operations.

Rep. Zaiser: You listed those states which were heavily involved in industrial products. Are
there some states that have passed this legislation that are not presently and never looked into
asbestos-related products.

Mark Behrens: Yes, we've gotten laws passed in TX, FL, and MS and there were plants in
those states. After we got this bill passed in MS, they built manufacturing plants in MS and
started creating jobs because of the bill's passage. Georgia, PA and OH they don’t have
much.

Rep. Zaiser: I'm interested in those states that had no asbestos-related industries. Were
there any victims or any past workers in those states.

Mark Behrens: There is almost no company in America that is more than 25 years old that is
not involved in asbestos-related litigation, in one way or another. If you have a premise, for
instance, that is more than 25 years old, you'd probably have asbestos. There are now around
8500 companies that are involved in the asbestos-related litigation. | can almost guarantee
that there are probably dozens of ND companies involved in the litigation generally.

Rep. Zaiser: You don't know of any though; why do we need this legislation if we’re not aware
of any asbestos-related companies that are in ND.

Mark Behrens: The retirees would be affected if this company goes under. 'm guessing that
those people probably live in Fargo or Grand Forks, if they come from the clients in MN. If this

company goes under, and they are in very serious financial difficulty, the pensions will be
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. wiped out, their health care benefits will be wiped out, etc. We try to do the best we can to
help the companies, to provide fairness to the companies that really deserves it.
Rep. Wolf: When you're saying that Crown Cork paid $600 million dollars, did they actually
pay that money, or did their insurance company pay that money.
Mark Behrens: | believe that is their money. | think their company stopped its insurance
coverage to this company over a decade ago. Everything being paid today, | believe is their
money. If they had to refinance their debt today, they would be either unable to do it or it
would not be competitive. If the company goes bankrupt, they would probably be bought by
their competitors, a foreign company. Because of the way tax deductions are accelerated with
an acquisition, many of the people might lose their pensions.
Rep. Wolf: Could you provide us with a breakdown of how much of the $600 million was paid

out of Crown’s profits and how much of it came from their insurance company.

Mark Behrens: 1 can try to find that information. My understanding is that they settled their
coverage issue.

Rep. Wolf: | would like some numbers. Do the Crown people who live in the state of ND, |
donr’t want to know their names but | would like to know where they reside in our state,
specifically. You mentioned that the stock prices have fallen. | would like specifics from you
when they were at $86 and when they plummeted to the 86 cents. If it fell last year, so did
everybody else’s. | need specifics on the history of the stock prices.

Mark Behrens: The company didn't start potential litigation until the 1990’s when 85% of
other companies were forced into bankruptcy because of the litigation. Then they looked
around to see who else had money and then that's when the 8500 lawsuits came about during

the 2002-2004 time period. The company was spending about $120 million dollars a year on

the costs, they would not be around today if this legislation had not passed in their state.
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Rep. Wolf: You talked about 8500 companies, of those 8500 companies, | wouid like to know
which ones are in North Dakota.

Mark Behrens: That i don't have. The 8500 lawsuit information comes from the Rand
Institute for Civil Justice, which is a mainstream Think Tank.

Rep. Delmore: This law has passed in several states, as | understand it, have there been any
challenges in courts.

Mark Behrens: There have been, not with the section of legislation generally, but with respect
to the fact of retroactivity. That has been the only issue that has been contentious in other
states. The issue being, that we've had the law applied to cases that they filed after the
effective date, or by a pending date. I'm not certain here that it makes much difference,
because | don’t think Crown has any litigation; but that issue of retroactivity has been litigated
in other states. It was the PA Supreme Court ruled under their constitution that the law did not
apply to retroactivity. In TX, there are two appellate court decisions and | think they got voted
down in each one. That certainly would be something for the committee to consider. That
would be important to get your support on. That could have reform too.

Rep. Delmore: | think that this commitiee needs to be aware that if something is
unconstitutional, we don’t want to pass bills that don’t meet that.

Mark Behrens: It really depends on how the state looked at, it gets a little complicated, and it
depends on how somebody has a vested right. Some states say you don’t have a vested right
until you get a judgment. Some states say the right vests when you have an injury and a right
to bring suit. That, frankly, is the only issue that has been contentious; | think it’s in the last
line of the bill about whether it should apply to cases filed after an effective date or those are

currently pending, and we have a safety valve in there that says, depending on how the court
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interprets it to say that can't file it retroactively, then it says the bill would apply only going
forward. We basically said that however the court decides that issue, we will abide by that law.
Rep. Dahl: You said the company had financial difficulty. Would you say that the asbestos
litigation is the primary or sole reason for that difficulty, or are there other things that are going
on.
Mark Behrens: It is the sole reason; if a company bankrupts, it will be because of this
litigation. There are a lot of companies that have very serious financial problems right now.
The proof of that would be to look at before the performance; how the market has corrected,;
when they had unlimited potential liability they were basically saying “you can jump on and
jump fast”. When we obtained reform in TX and MS, we saw it ¢climb back up. This is a
company that makes, fundamentally, a good product, but they've been pulled into this litigation
that they have been unable to get themselves out of it, for something they never did. It

. certainly does cost.
Rep. Dahl: On page 4 of the bill, under scope of chapter, it requires a liberal construction by
courts. | was curious about the language. ! think we generally apply that to consumer or
remedial legislation, which this is not. We typically apply that to those in an inferior position, so
I’'m not convinced as to why that should be applied here.
Mark Behrens: | guess the answer is that was in the bill, probably not necessary here, but |
think it was included in the law that was adopted in TX and MS, where there was more concern
that the judges would just ignore what the legislative intent was. This was a concern about
how the judges may interpret this and try to go around what the legislature’s intent was. But if

that's not the thing that is needed in this legislation here, we can certainly look at that.
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. Rep. Griffin: You talked about the retirees in North Dakota, if something did happen to Crown
Corp. and they went bankrupt, wouldn'’t their pension probably be taken over by the federal
government and still be in place.

Mark Behrens: It depends. From what | understand of the Federal Pension Guarantee, it
guarantees pensions up to $40,000 a year. So if you were a worker and you're pension would
be less than that, you would get paid. If you were making $48,000/yr. you'd only get $40,000,
etc. The taxpayers end up paying for that federal fund.

Rep. Griffin: How will this bill benefit the constituents.

Mark Behrens: It would be a direct benefit for the retirees. It might also affect other people
indirectly. This may affect other pensions, such as the school teachers, their pension fund, if
you have a mutual fund. These funds are the types that can have investors and they not even

know that they are a part of this matter.

Rep. Griffin: You made a statement saying that a company that made or sold asbestos
should be ones that are liable. How many of those companies are still in business, without
being bought out or merged with another company.

Mark Behrens: There are some, | don’'t have the numbers. Many companies have gone on
to merged or acquired by other companies. The Rand Think Tank’s report, said that 85% of
the industries, industrial sectors of America have been touched by this litigation, so in terms of
who is still around, you're literally looking at 8500 defendants that are still solvent companies.
Every time a company goes insolvent, their liability gets pushed over to the next company.
There is a snowball effect with these things.

Rep. Zaiser: Let's get back to liberal construction. In the states that have liberal construction

as we interpret, we don'’t even have liberal construction for injured workers and their concerns

against the state, which | think should be the case. Wouldn't it seem rather difficult here to
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support liberal construction for a corporation rather than for the injured workers, in the workers
comp claims.

Mark Behrens: We would be open to look at that if you wanted to put something in the
Century Code. | guess the only parallel that | can draw between the two is that the injured
worker is generally somebody who is hurt through no fault of their own. They are given the
benefit of the doubt, because they didn't do something wrong and they are harmed by it. Here
too, the other company has paid out $600 million dollars for a product it never made. It also
never did anything wrong. This is looking at an individual vs. the company, but the paraliels’
are the same. In both cases, you have two parties who were injured through no fault of their
own.

Rep. Zaiser: We don't grant liberal construction here in ND or even refer to it.

Mark Behrens: That would be something that the committee could take a look at.

Rep. Koppelman: You talked about how specific this is. Rep. Klemin talked about how there
are other ND businesses that may be affected by this legislation or at least this issue. I'm
curious, in your experience, in iooking at this in other states, whether there has been venue
shopping, where people look at the state and think their legal climate is popular for bringing
actions. Is that a concern at all.

Mark Behrens: It is. We've seen two types of reform shopping; 1) is a company trying to
decide where to expand or relocate their business. We've seen this happen in MS and TX,
who were the first two states to do this. The governor from Texas went to a conference in
Sweden and when | met with him, he told me that in the past 10 years, 0 jobs have been
created. Texas has created 250,000 jobs, why, because he's made it clear and President
Bush, when he was governor, made it very clear that they are going to work on this to make

their state an attractive job growth state. They've been very successful in that regard.
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. Absolutely, this is something that companies are looking at where to go to create jobs. They
lock at the law and the environment of the state. Texas is probably the best example of a state
that works because of lots of reforms like this. On the plaintiff side, yes, they also look to go
reform shopping if the states are favorable. Because of the different reforms that have
occurred in Texas, both by the legislature and their Supreme Court, their Supreme Court
actually much harder. Texas is now drying up as a state for asbestos litigation. When a
plaintiff comes there, they are opening offices in LA and in San Francisco. There is a saying
that there is a new gold rush going on in California and it's not for gold.

Rep. Kretschmar: Are you aware of any case where the defendant was found far enough
away from asbestos so that the court ruled it wouldn’t be liable.
Mark Behrens: Inindividual cases, there are cases where people who installed automotive

brake pads; there have been lawsuits against the auto companies, where somebody changed

the brakes at home and then sued the automaker. In those cases, the court passed down that
because the plaintiff's exposure was insufficient, it found the defendant not liable. So there are
individual cases where they've proven that the defendant didn’t make the product or the
exposure was so little that it couldn't have caused the harm and the company has gotten off.
The way successor liability works, there is nothing that I'm aware of that prevents the company
from being sued and potentially becoming liable, no matter how far the company is removed
from the previous company that made the product.

Chairman DeKrey: Thank you. Further testimony in support. Testimony in opposition.

David Thompson, Attorney, Grand Forks: Opposed (attachments 1,2,3,4,5, etc.). | have
been working on these asbestos cases where people have been injured or killed by asbestos

caused diseases for the past 25 years. |'ve also represented surviving family members in ND

who have been injured or killed by asbestos causing diseases. Rep. Klemin has represented
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. the asbestos product manufacturers, including General Electric, as defendants for 20 years. |
have one of my clients here today, Ms. Dorothy Hoffman, who lives in Mandan. Her husband,
Tim, died 10/19/08 because he had been exposed to asbestos disease many years ago.
Many asbestos-causing diseases do not manifest themselves for many years, after the time of

the injurious exposure. They don't become diagnosable for many years, time is usually around

36.7 years after the first exposure. | had deait personally with Tim, and by phone with
Dorothy. The tragedy of asbestos disease, there aren’t 8500 defendants, by the way, there is
no premises liability in ND and there never has been. We have good courts and good judges
who exercise common sense and this is not an easy place to represent victims of asbestos
diseases. On August 1, 1987, this legislative assembly enacted a bill that created several
liability. They said in 1987, that they were going to abolish joint and several liability and that

. means that if a defendant is held to be 10% responsible, they pay 10%. They don’t pay for
somebody else’s liability. So for that reason in ND, you have to name in good faith, every
particular defendant that you believe in going into the case, you have to establish was
responsible for the exposure that caused the disease or death. That is absolutely true. The
average latency period from the first exposure to the time the disease is diagnosed after this is
36.7 years. The victim has a time bomb inside their body. This legislature said one particular
defendant is not going to pay for somebody else’s liability and then go after them for
contribution, its several liability. We're one of the few states that have a pure several liability.
So you need to enjoin these companies in the case. You get a list from discovery shows that
they weren't responsible. | don't believe that our entire presentation is pending against Crown.
| say that because we have a very good relationship with Crown'’s regional counsel in

Minneapolis, when we start out a case; either Bob Bennett calls me or | call him and we talk

. about it. We're not talking about king's ransoms here. Crown is in a unique position, not
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. because it wasn't responsible, not because it's not innocent, but because the company that it
merged with, it merged consciously knowing and now wants to be bailed out now from that
decision after the fact. Manufacturers start up these products, up until the year 1960 -1963 or
so. We, at times, know where that product was, because there was a distributor that sold that
product. There is a lot of ashestos at the Minot Air Force Base, in schools throughout the
state. We have letterhead from the Fargo distributor with the Mundey Corp. Mundet Corp. is
the company that was merged with Crown Cork and Seal in 1966, after Crown had made two
different stock purchases, the first in late 1963 and the second in 1964. | have a document
proving that. So we talk about the latency period of mesothelioma, we talked about Crown.
There are different versions of this bill in the other states. It was defeated in MD and DE. The
people in Delaware felt that this was going to create confusion in corporation law, it was a

. piece of special legislation, which was for one particular company to avoid responsibility after it
had merged with another one. The corporation law of this country, and it is true in ND, as well
as in any other state, its uniform. If one corporation merges with another, it takes all of its
liability. There are ways around that. The company can purchase assets, known as a mere
asset purchase, where the company does not want to incur or take on all that other company’s
liability, they simply make a conscious decision to purchase the particular parts of the
company. The acquiring company, under those circumstances does not, apply here to the
liability of the company from which it purchased those assets. Those options were available to
Crown in 1963 and 1964 for the stock purchases, and the merger in 1966. That was an option,
not taken for whatever reason by Crown Cork. We have this bill, HB 1430, has taken the two
parts of the chapter right now which are very important, when looking at this bill. The first is

. “innocent purchaser” in the first section of the bill. There is no definition of what “innocent

successor” is. There are no North Dakota companies that would benefit from this legislation.
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Theoretically this doesn’t a create an incentive for someone to try, but there is no ND
corporation that would benefit from this. The second part of this bilt is to take January 1, 1972.
Mr. Behrens, in his testimony this morning, supports the bill and talking about fairness and
places where this bill has been enacted. Fairness in Texas is June 1968. Here fairness is
January 1, 1972. To know why that date was selected, you can look at the materials
distributed, part of my trial brief: “while come claim Crown should have exercised greater due
diligence before it became involved with Mundet, it was not until 1972 that OSHA established
its first regulations covering asbestos, a material that up to that time was widely used as the
world’s best insulation material. 1n addition, it was not until the mid-1970’s that personal injury
lawsuits began to be filed in connection with asbestos.” This document was distributed by
Crown in Indiana, it should be SB 469 in Indiana. In there, it does have the January 1, 1972
date. So if you look at that paragraph, that's the only paragraph where there’s any kind of
explanation as to what this apparently, Crown says it's innocent because clearly we should
have known before January 1, 1972. The Occupational Safety and Health Act, it should be
noted, was not enacted until 1970 and asbestos was one of the reasons the agency was
created in April 1971. Asbestos was one of the very first things that was raised. Beyond that,
a suggestion that Mundet is innocent because it had no reason to know about asbestos liability
before the first transaction in 1963, 1964 and 1966 is false. The case of John D. Swartout vs.
Mundet Corp., was settled on June 22, 1956. The Swartout case ended in a death award as a
result of this asbestos disease. Mundet had this case pending in 1955. The case of Robert
Jones was settled in 1964, the case of Mary Dean vs. Mundet Corp, 1959; case of Weiss vs.
Mundet Corp. and others. This is just an exemplar presentation of existing asbestos disease
claims that were pending against Mundet Corp in the 1950's and 1960’s, known prior to the

time that this corporate transaction occurred. So whatever January 1, 1972, means, it doesn'’t
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. mean that Crown Cork & Seal is innocent prior to that date. If this bill is passed, the Crown
Cork & Seal has never been licensed to do business in ND, it is not licensed to do business in
ND today. Crown Cork & Seal withdrew its authority to do business in ND in 1997, and it has
filed a withdrawal with the Secretary of State’s office, it says among other things that its
certificate in the presentation that it is no longer doing business in ND, has no intention of
doing any business in ND and withdraws any authority and rescinds any authority to do
business in the state completely. So Crown, Cork & Seal hasn’t been licensed to do business
in ND since 1997. Crown Holdings were licensed to do business in ND. Crown does not
employ anyone here, but that there are 12 pensioners in the state. The bottom line is this bill
doesn't really have a lot to do with ND at all, in fact, | submit it has nothing to do with anything
in North Dakota. When | look at this bil!, | ask myself, why are we seeing it. Rep. Klemin is on

the bill, General Electric purchased wire companies back in the 1960's. We haven't heard that

there is a potential benefit. So the people that requested this bill, on the bill's surface, the
week of January 12-16, 2009 Cory Schaecher, from the law firm of Shook, Hardy & Bacon,
PLLP based in Kansas City, from a huge lobbying operation in Washington, DC distributed his
business card to legislators in the back hallways of this building. He’s not registered as a
lobbyist. He registered as a lobbyist on Friday after some of us were discussing this bill
openly, that we were concerned that there was a violation of iaw here. Not registering as a
lobbyist is a serious matter in our jurisprudence. NDCC Chapter 54-05.1-01 said the intent
here is back in 1975, to require lobbyists to register as such before making any lobbying
activity and to require certain reporting procedures. (See informational brief, exhibit 2). In the
NDCC 54-05.1-02 defines that any person who in any manner, whatsoever, directly or

. indirectly performs any of the following activities: a) attempts to secure the passage,
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. amendment or defeat of any legislation by the legislative assembly, with approval or veto over
any legislation by the governor of the state...
Chairman DeKrey: Excuse me, sir, we need to get back on track here, we're running late and
we need to talk about this bill specifically. We get it, you don't like their law firm. We need to
get back to the facts.
David Thompson: | am specifically stating that Mr. Schaecher, in my legal opinion,
committed a criminal offense.
Ch. DeKrey: Okay, but this isn't a court, this is a committee hearing, and we're hearing this
bill.
David Thompson: We have a copy of Mr. Schaecher’s business card and it should be noted
that NDCC 54-05.1-06 makes those activities unregistered an infraction. Mr. Oehlke, of the

. ND Chamber of Commerce, going through the halis of this legislature, we believe that was
assistance provided under NDCC 12.1-03-01 and that makes his also responsible for having
committed a criminal offense.
Ch. DeKrey: If you feel a crime has been committed, please report it to the proper authorities.
David Thompson: | am.
Chairman DeKrey: We just want to hear this bill.
David Thompson : | have discussed the matter with the AG's office and hope that action will
be taken. Further, he promoted this bill without identifying specifically who he had been
representing. There was a final section which says that NDCC 54-05.1-08, if you attempt to
influence any member of the legislative assembly without first making known to such members
the real true interest that the person has in this measure, either personally or as an attorney,

. that is a class A misdemeanor. We're going to be sending letters regarding this to Schaecher

and his conduct, Mr. Oehlke and his conduct in connection with promoting this bill, and | don't
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know if Rep. Klemin or others were involved and knowingly promoted this bill in this manner
with an unregistered lobbyist. | will be informing the Secretary of State of all facts that we have
in our possession. We are also going to be copying the AG, and the Burleigh County State's
attorney with this information. Now we heard about Crown, Cork & Seal, and why it's
supposed to be in sad shape. We discuss this in our written material that at the time, they had
junk bond status in 1998, they made a number of purchases and acquisitions, they informed
the SEC in 2007 that they were operating 141 plants in 41 countries, most of their revenue
coming from other countries, net sales of $7.7 billion in 2007, not the figures given to you by
Mr. Behrens. This bill has failed in other jurisdictions. This company is in the shape it is
because it overextended itself. Not because of asbestos litigation and certainly not because of
asbestos litigation in ND, none of which it is now. While you consider whether there are 12
pensioners, who might have pensions over $40,000 that might be impacted somehow. This is
a fact situation, there is a teacher, who worked at a school in which Mundet Corp. asbestos
products were installed and there are a number of them in ND; or perhaps someone who
worked at the Minot Air Force Base, where there are a lot of Mundet Corp. product that was
put in 1959. The average latency term for mesothelioma is 36.7 years. That's just the
average. If that exposure occurred 9 years later, and many of the materials were still in place,
there were some abatement efforts, there are places in which a single exposure has shown to
cause mesothelioma. Now, if this person exposed Mundet Corp. asbestos, they get
mesothelioma 36.7 years later, and you would have enacted this bill, people like Dorothy
Hoffman have no rights; all because you wanted to give a PA company that comes in here with
legislation pushed by Shook, Hardy & Bacon, with 61,000 tobacco litigation cases are ongoing,
this kind of carpetbagger activity is bad for the state. You do not want to promote a favorable

business climate by administrating and disadvantaging your own citizens and taking their rights
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. away. This is a bad bill, a bill that's going to go down in DE and other states. | submit and
request that you take a look at the materials that | filed today. | believe that this bill should be
withdrawn, and if for some reason it is not withdrawn, | ask every member of this committee to
vote Do Not Pass.

Rep. Zaiser: You mentioned that Delaware as one of the states where this bill has been
rejected.

David Thompson: | didn't say Delaware because it has in other states. We haven't had a lot
of time to get around this. This bill started on the 15™ after Mr. Schaecher and Mr. Oehlke
circulated it through the back rooms of this building, and that's how it was introduced by Mr.
Schaecher, they slipped it through on the 15". It was very expeditious and so we are currently
looking into that. We understand that there are other sections that Mr. Schaecher was trying to

get in, in addition.

Chairman DeKrey: Thank you. Further testimony in opposition.

Renee Pfennig, ND Building & Construction Trades Council and the ND Electrical
Workers Council: We are opposed to this bill. We have had members that have passed
away from asbestos-related diseases. We ask for a Do Not Pass recommendation.
Chairman DeKrey: Just what we like, short and succinct. Thank you. Further testimony in

opposition. We will close the hearing.
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Ch. DeKrey: We will take a look at HB 1430.

Rep. Klemin: The amendment on page 4 it takes out lines 24 and 25, about the liberal
construction.

Rep. Griffin: Second.

. Chairman DeKrey: Any further discussion on the amendment. Voice vote. Motion carried.

We now have the bill before us as amended. What are the committee’s wishes.

Rep. Klemin: | move a Do Pass as amended.

Rep. Kingsbury: Second.

Rep. Klemin: 1 handed out a sheet with the names of ND companies on it, who are affected
by this bill. It was stated that only one company, Crown, Cork & Seal was affected by this,
that's actually not the case. As | mentioned to the committee when this bill was first discussed,
there are a number of ND companies that are also affected by it. This would apply to them as
well, in the event that this would have a number of possible effects. For example, Hedahl's,
which is headquartered here in Bismarck, has quite a few different outlets in ND and some
other states, but they are a ND company, and if they wanted to sell that business, this would

.certainly have an effect on the purchase price. Hedahl's has been involved in 80-100 lawsuits
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over this because they handled some products in the past that have contained asbestos as a
retailer. They show up in virtually all of the asbestos lawsuits involving friction-type products.
All of these other companies have similar situations from different aspects, like insulation, etc.
and so the whole scope of this bill would apply not only to a company like Crown, Cork & Seal,
but also to these specific ND companies. They also have employees that could be potentially
affected. If one of these companies wanted to sell their business to somebody else, this bill
would be a method by which the potential future liability of Hedahl's or somebody could be
determined so that their liability would be limited to the price that was paid to buy Hedahl's,
adjusted for inflation in the future, depending on when that sale actually occurred, so that a
company buying it wouldn't be liable for more than they paid for the company to start with plus
inflation adjustment. These companies all have employees, some are retirees, the whole point
of this is to show that we do have a number of ND companies and these are just ones that |
know of. There might be others too.

Rep. Griffin: My question regarding this would be to define “innocent successor” in the bill as
a company that was before 1972. So | don't see companies that were bought now, this bill
would have no impact, the way | interpret it.

Rep. Klemin: You know, | think you may be right. We may have to amend this further.

Rep. Koppelman: | move that we strike the language beginning at the end of line 21 “and
became a” through “successor before January 1, 1972" on line 22.

Rep. Klemin: Second.

Rep. Dahl: That really changes the intent of this bill. When we heard this bill it was for one
particular company, and to totally limit this prospectively and after 1972 blows the whole thing
wide open and that’s not what we had a hearing on. | imagine there would be interested

parties that would have much more to comment.
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. Rep. Koppelman: What | heard during the hearing, was mostly discussion on one company
as the example, and even if the bill was crafted for that one company, | heard testimony from
Rep. Klemin talking about cases he's been involved with in ND, | heard testimony opposing the
bill about cases in ND, none of which | related to that particular company. | think what we
heard testimony on was the question of whether a company buying another company should
be liable for the activity of that company, above and beyond the cost that it paid for that
company.

Rep. Dahl: The whole point of this 1972 date, is because that's when OSHA came out with
their reguiations regarding asbestos. That was the whole point. The argument was, we held
this company for 90 days and nobody really needed to know that asbestos was extremely
dangerous and very hazardous to your health. So that's why this date was chosen. So if we

totally take that off, that sort of negates part of the rationale for a good chunk of this bill.

Rep. Koppelman: That may be, | don’t know the OSHA dates, and ! just remember testimony
about things happening in the 1960’s. | don't know what the magic of the 1972 date is.

Rep. Dahl: It's when everyone was put on notice that this was dangerous.

Rep. Klemin: It may be that, OSHA wasn't even created until after the 1970's, asbestos
containing products were sold well beyond that into the 1980's and 1990’s.

Rep. Dah!: ! just remember speaking with the ALEC people, and that was their rationale to
take a date in 1972, | thought it was OSHA but maybe it was a different body, but came out
with basically a statement putting people on notice that this was extremely hazardous and
dangerous and everyone was on notice from there on forward that you're dealing with a very

hazardous materials.
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. Rep. Klemin: It may be true that OSHA came out with some regulations on that date, but if
that was the case, a lot of these lawsuits relate to activities that took place well before 1872,
way back into the ‘50s and ‘60s and even the ‘40s.

Rep. Dahl: And by keeping that 1972 language is in there that wouldn't affect...

Rep. Kiemin: No it doesn't, because they are all in these lawsuits. Every one of these cases
I've seen, people talk about how they were involved in construction of the Garrison Dam, for
instance. That's one of the projects that comes up, that was back in the early ‘50s. So | think
that by taking that out it takes out a question that has been raised, and it wouldn't include any
of these other companies.

Chairman DeKrey: Voice vote on the amendment. Voice vote, motion carried. We now have
the bili before us as amended.

Rep. Klemin: | move a Do Pass as amended.

Rep. Kingsbury: Seconded.

Chairman DeKrey: Further discussion.

Rep. Wolf: | asked the testifier from ALEC to provide me with additional information about the
specific people living in ND, has anybody gotten information.

Chairman DeKrey: No. Further discussion.

Rep. Griffin: | would hope that we would oppose the bill. | do think that by releasing the
liability of the companies, we are hurting the plaintiffs in the state that have potential claims, as
was brought up in the testimony, some of these claims take 36.7 years. If you look at page 3,
it talks about the fair market value on that page. It doesn't talk about inflation or an inflationary
clause in there.

Rep. Kiemin: There is. Page 4.

Rep. Wolf: | think we should defeat this bill.
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Rep. Dahl: | was going to vote yes on this bill, because it was my understanding that people
from ALEC, what they wanted was to show progress in the states, so they could go and
refinance their debt on Wall Street. | don't think that they ever intended for this to have a real
effect on ND’s asbestos problems. | think what we just did with this amendment has really far
reaching implications and I’'m going to vote no.

Chairman DeKrey: Cierk will call the roll on HB 1430.

6 YES 7 NO 0 ABSENT DO PASS MOTION FAILED

Chairman DeKrey: We need another motion.

Rep. Zaiser: | move a Do Not Pass as amended.

Rep. Wolf. Seconded.

7 YES 6 NO 0 ABSENT DO NOT PASS AS AMENDED CARRIER: Rep. Griffin
(FURTHER ACTION WAS TAKEN)

Rep. Dahl: | contacted Mark Behrens, the attorney for ALEC, it was never their intention or
their wish to have the 1972 date taken out, and they don't want it out. The purpose of this bill
is to protect the innocent successor. After this 1972 date, we would then be protecting
corporations who are not innocent, so that doesn't make a lot of sense. It's a function of the
law, | move that we reconsider our action.

Rep. Koppelman: Second.

Chairman DeKrey: Further discussion.

Rep. Koppelman: It's your intention then to get the bill back before us to remove that
amendment and with that go back to the original wording.

Rep. Dahl: Yes, we're talking about just the 1972 amendment.

Chairman DeKrey: Further discussion. Voice vote, chair is in doubt. Clerk wiil call the roll.

8 YES 5 NO 0 ABSENT MOTION TO RECONSIDER ACTION IS PASSED
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. Chairman DeKrey: We now have the bill before us. What are the committee’s wishes.
Rep. Dahl: | make a motion that we reconsider our amendment to strike the language on lines
21 and 22 and leave the language on line 21 and 22 in the bill.
Rep. Kingsbury: Second.
Chairman DeKrey: Voice vote, motion passes. We now have the bill before as amended.
What are the committee’s wishes.
Rep. Koppelman: [If we were to pass this bill now, with that language back in, you talked
about innocent successor companies. What you’re saying that on or about that date is when
people understood that asbestos was bad stuff, and as it relates to this bill, what it would do if
someone decided in 1975, to sell their company to someone else because of litigation
problems, both the buyer and the seller at that point should have been aware and therefore,
. they are off the hook. If it were before that, when we didn’'t know this was so dangerous, then
this would apply.
Rep. Dahl: Yes, although I'm not sure that a company could get off the hook.
Rep. Klemin: What most likely would happen is that it would be strictly an asset purchase, not
a purchase of the whole company, they wouldn't purchase the liabilities.
Rep. Dahl: | move a Do Pass as amended.
Rep. Koppelman: Seconded.
7 YES 6 NO 0 ABSENT DO PASS AS AMENDED CARRIER: Rep. Klemin
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Minutes:

Joint Hearing: IBL with Judiciary on House Bill 1430.

Chairman Klein: Opened the hearing.

Jeb Oehlke, North Dakota Chamber of Commerce: This bill is to address the fairness in the
. legal system. Crown Cork & Seal are being held liable for the predecessor’s product. This bill

intends to fix that. A company that produced or installed asbestos is liable up to the fair market

value of the corporation that caused the harm. The protection offered here is to an innocent

corporation that has been brought into litigation.

Discussion and comments made on the benefit of this bill to North Dakota businesses and the

people of North Dakota.

Mark Behrens, Advisor to ALEC: Registered lobbyist for Crown Cork & Seal: Written testimony

in favor of the bill.
Senator Potter: You reference the Washington statute as being similar how is it different?
Mark: It is not identical that is being pushed by the plaintiffs bar in Washington State.
Continued testimony on examples of companies that have unfairly sued.

. Senator Potter: | understand the fine line you are walking. We write legislation that is carefully

crafted. How does ALEC feel about special crafting of legislation?
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. Mark: They don't feel it's special. At this point forward if a company decided to merge after
1972. ALEC doesn’t do special legislation it does targeted legislation.
Michael Rowley, Counsel for Crown Cork and Seal: Mark did a great job. Crown is a can and
bottle cap company. Never made or sold asbestos. Being sold purely on the basis of a
successor. | started for crown in 1996 and we didn't have a lot of litigations. But as other
companies started going out of business we started having more suits. We have about 3.4
billion dollars in debt. Continues discussing what has happened to the company as result of
the law suits. They discussed about it not impacting clients within the state. This will not affect
their ability to collect.
Discussion continued and questions asked about Mundet.
Senator Schneider: If you could just tell me the straight up sequence of events here. So
Mundet was sold off to Baldwin, is that right?
Mike: It's Baldwin- Eric- Hill, in February 1964.
Senator Schneider: | assume there was some sort of contract for that sale correct?
Mike: Yes.
Senator Schneider: And in that contract Mundet agreed not to enter the insulation business
again.
Mike: That's correct all the assets related to the insulation business were sold with a non-
compete agreement and the right to use the name Mundet.
Senator Schneider: So there was a contract developed at arm’s length between Mundet and
Baldwin?
Mike: Mundet and Baldwin- Eric- Hill.
Senator Schneider: And | would assume because we are here today that Mundet agreed to

maintain the pre 1964 liabilities?
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. Mike: No there was no agreement one way or the other.
Senator Schneider: That wasn't a very good decision.
Mike: At that time | don't think anyone realized there were asbestos liabilities.
Senator Schneider: But that's the purpose of having general liability insurance is it not as a
guard against of unknown risk.
Mike: When you have six hundred million dollars worth of claims there’s not too many
insurance policies that would cover.
Senator Schneider: You had insurance to begin with and either you or the insurer new about
these outstanding claims, you would be covered?
Mike: Crown and Mundet had insurance which has long been exhausted.
Senator Wanzek: | see the issue we are addressing whether they are rightful claims but the
fairness of who pays the claim.
Mike: We've paid our fair share.
Senator Horne: Why don't you just go to Congress and take care of it nationally?
Mike: That's a big thing to do.
Senator Fiebiger: How has Crown done the last couple of years?
Mike: We've begun to make money again. Last year we made two hundred and eighty million.
Senator Nelson: Mr. Raleigh if it's too hard to go to the Federal Government why, are you
coming to North Dakota? We are not an industrial state.
Mike: It is a different rationale we are trying to let Wall Street see we can survive.
Discussion and questions of Mike Raleigh continued.
Allen Austad, ND Association for Justice: Testified against the bill. Talked about the fact that

. asbestos was known to cause cancer in 1940. Stated that they could not have been an

innocent successor and that they had to know.
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. Senator Nething: Talked about the fairness issue. Mundet had shut down the operation of
producing asbestos and how can you make Crown responsible for something they did not
produce.

Discussion continued about if Crown is responsible and how this would keep claims from going
forward in the courts.
David Thompson, Lawyer, P.C., Written testimony in opposition of the bill.
Dave Kemnitz, President of AFL-CIO: Written testimony. In opposition of the bill.
Discussion and questions continued and Mark from ALEC spoke again. Both sides debated
back and forth with each other. Senators asked guestions of both sides.
Steve Allard, International Association of Machinist and Aerospace Workers: Written
Testimony in opposition to the bill.

. Renee Pfenning, North Dakota Building and Construction Trades Council: Written testimony in
opposition of the bill and attachment.
Bruce Bergstrom: Testified in opposition. He was an asbestos worker and has watched many
of his friends pass away from being exposed to the asbestos. He also has the disease.
John Risch, United Transportation Union: Representing railroad workers across the state.
Asbestosis is common with railroad workers. Testifies against the bill. He believes it's a
tangled web that will lead to more companies not having to be responsible.
Warren Larson, ND Counsel of Education Leaders: He spoke against the bill and says passing
the bill shifts the burden back to those who became in from the asbestos. The latency period is
fifteen to twenty years from exposure. In reality it would not allow the potential victims from

receiving compensation. He also felt the school districts would end up being the ones that are

. sued.
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Discussion followed on who should be responsible and if Crown has paid enough. Are they
going after Crown just because they have money?

Chairman Klein: Closed the hearing.
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Chairman Klein; 1430 is the bill we heard last week dealing with the asbestos liability.
Senator Andrist: Moved a do pass.

Senator Wanzek: Seconded.

Discussion followed.

. Senator Potter: | think the key factor is this. The sponsors were told that Crown Corp were
innocent successors. | believe it was brought out that this is not so. He did not say they did not
continue to market it but they did sell it for three months. When they purchased the corporation
they decide to purchase all the liability but did not sell it with the liabilities. Not only did they sell
products made by Mundet in North Dakota but to St. Alexis and the Civic Center. | urge you to
look out for North Dakota.

Chairman Klein: They have paid out six hundred and eighty million dollars. It's not that they
haven't done their share.

Senator Andrist: | heard the only matter of the dispute was whether they sold inventory. I've
talked to two people. One said you can't prove that it was sold in North Dakota. Another was

. fairly certain they type of product wasn't responsible for their condition.
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. Senator Wanzek: | don’t think anyone disagrees that people have a right to compensation. But
they only owned it for three months in 1963. At some point in time it has to end as a matter of
principle.

Senator Potter: I've noticed that fairness is used a lot at the point of view of the speaker.
Fairness is for the people of North Dakota. We're helping them move along to having
protection. There selling it in North Dakota because they think we will protect them.

Senator Nodland: | agree with Senator Wanzek and Senator Andrist. We shouldn't take it out
on a company that is out of state. To me it's a deep pocket scheme.

Senator Andrist: | don't see this bill inhibiting a claimant from pursuing a claim from anyone
who sold asbestos.

Senator Horne: Seems to me they are shopping around. If this is such a strong case whe not
get release from the congress. | am going to oppose.

Row Call Vote: 4-3.

Senator Andrist; To Carry.
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North Dakota companies sued in asbestos litigation in state court

Berg Fargo Motor Supply

Building sprinkler Corporation
Farnam’s Genuine Parts, inc.

H.E. Everson Company

Hedahl’s, Inc.

Universal Parts Company, Inc.
Fargo-Moorhead Insulation Company
F & C Supply, Inc.

Miller Insulation Co., Inc.

Victor H. Leeby Company

Northern Plumbing Supply, Inc.
Western Steel & Plumbing




Testimony of Jeb Oehlke NORTH DAKOTA

North Dakota Chamber of Commerce CHAMBER ¥ COMMERCE

House Bill 1430

January 27, 2009
Mr. Chairman and committee members my name i1s JIeb Oehlke. and 1 am here today representing
the ND Chamber of Commerce, the principle business advocacy group in North Dakota. Qur
organization is an cconomic and geographical cross section of North Dakota’s private sector and
also includes state associations, local chambers of commerce, development organizations,
convention and visitors bureaus and public sector organizations. For purposes of this hearing we
are also representing fifteen local chambers with total membership over 6,500 members. A list

of those associations is attached. As a group we stand in support of HB 1430.

The sole aim of this bill is to bring a certain amount of fairness to an area of the law, which
because of the rules which currently govern, is inherently unfair, and for this reason it has the
business community’s support. We agree that companies must be held accountable for their own
wrongful actions. However the situation this bill covers is when a company who did nothing

wrong is held hable for the actions of another entity.

The successor company is still liable for the predecessor’s wrongful actions. However, the
amount of liability is limited to the fair market value of the predecessor at the time of the merger.
We see this as equitable. The injured party has recourse available, but the innocent successor
company will not be forced into bankrupltcey tor actions it never took part in. We urge a Do Pass

on this bill. [ am happy to answer any questions at this time.

The Voice of Northi Dakora Business

PO Box 2639 Bismarck, NI %8502  [oll-lrer: 800-382-140%  Local: 701-222-0929  Fax: 701-222-1611
www.NdcHambir.com  ndchamvber@ndchavber.com



NORTH DAKOIA

CHAMBER « COMMERCE

The following chambers are members of a coalition that support our 2009 Legislative
Policy Statements:

Beulah Chamber of Commerce — 130 members
Bismarck-Mandan Chamber of Commerce — I,ZQO members
Chamber of Commerce OM\M — 1,800 members
Devils Lake Area Chamber of Commerce

Grafton Arca Chamber of Commerce

Greater Bottincau Arca Chamber of Commerce — 155 members
Harvey Area Chamber of Commerce

Hettinger Arca Chamber of Commerce — 145 members
Jamestown Area Chamber of Commerce — 360 members
Kenmare Association of Commerce

Minot Chamber of Commerce — 700 members

North Dakota Chamber of Commerce — 1100 members

Oakes Area Chamber of Commerce — 1 70 members

Wahpcton Breckenridge Chamber of Commerce — 290 members

Williston Chamber of Commerce — 450 members

Total Businesses Represented = 6,500 members

The Voice of North Dakora Business

PO Box 2659 Bismarck, NI %8502  Toll-free: 800-382-140%  Local: 701-222-0929  Fax: /01-222-16H
www.ndecHamber.com  ndchamber@ndciamber.com
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TESTIMONY OF MARK BEHRENS, ESQ.
SHOOK, HARDY & BACON L.L.P.
ON BEHALF OF THE
AMERICAN LEGISLATIVE EXCHANGE COUNCIL
Thank you for allowing me to testify on behalf of the American Legislative Exchange
Council (ALEC) in support of H.B. 1430. [ am an attorney in Shook, Hardy & Bacon L.L.P.’s
Washington, D.C.-based Public Policy Group. Most of our firm’s practice involves representing
corporate defendants in complex civil litigation. [ have written extensively on liability issues,

including asbestos litigation, and serve as advisor to ALEC’s Civil Justice Task Force.,

BACKGROUND

ALEC is the nation’s largest nonpartisan membership association of state legislators. The
goal of ALEC’s Civil Justice Task Force is to restore fairness, predictability, and consistency to the
civil justice system. ALEC’s National Task Forces provide a forum for legislators and the private
sector to discuss issues, develop policics, and dralt model legislation. H.B. 1430 is based on ALEC’s
model Successor Asbestos-Related Liability Fairness Act, laws enacted in a growing number of
states, and Suggested State Legislation approved by the Council of State Governments in December

2006. As advisor to ALEC’s Civil Justice Task Force, | had input into the development of the ALEC

model bill.
SUCCESSOR ASBESTOS-RELATED LIABILITY FAIRNESS
I Successor Liability
By statute or case law, it has become the general rule that when a predecessor merges with

another corporation, the successor can be held lable for the torts of the dissolved predecessor—even
il the successor did nothing wrong and the activity of the predecessor that created the liability was
terminated before the merger. In such circumstances, even if the predecessor is a small company and
the successor a large company, an overwhelming injustice can strike employees, shareholders,

lenders and other stakeholders of the larger successor.



For example, consider a corporation that has engaged in some kind of business activity that
may give rise to liability. If the total gross asset value of that corporation were $10 million, the
maximum amount plaintiffs could collect from that company (even if the plaintiffs could take
priority over all the creditors of the company) would be the total asset value of the company. But
assume the same corporation merges into a successor corporation worth §1 billion. Even though that
successor itself did nothing wrong, it could be liable for up to its entire $1 billion solely because the
predecessor was merged into it. In mass torts situations like asbestos, when there are many claimants
and scores of defendants are already bankrupt, an innocent successor corporation that is solvent can
be unjustly singled out and threatened with bankruptey for wrongs it did not do.

In some circumstances, the rule of successor liability can cause a tremendous injustice, as in
the case of Crown Cork & Seal, the inventor of the bottle cap and one of the companies that has been
swept into asbestos litigation by plaintiffs’ lawyers scarching for solvent defendants. Crown never
manufactured, sold, or installed a single asbestos-containing product in the company’s |00-year
history. Yet, the company has been named in over 300,000 asbestos-related lawsuits because of its
brief association with a dormant division of a competing bottle cap manufacturer over forty years
ago.

In November 1963, Crown purchased a majority of the stock of Mundet Cork Co., a small
family-owned manufacturer which made bottle caps, just as Crown did. Before the acquisition,
Mundet had a small side business making, selling, and installing asbestos and other insulation. By
the time of Crown’s stock purchase, however, Mundet had shut down its insulation operations.
Crown never operated the insulation manufacturing operation. Within ninety-three days after Crown
obtained ils stock ownership interest in Mundet, what was lefl of the Mundet insulation division —
idle machinery, leftover inventory, and customer lists — was sold off by Mundet. Mundet also

agreed not to enter that business again. Thereafter, Crown acquired all of Mundet’s stock and
2



Mundet, now having only bottle-cap operations, was merged into Crown in January 1966. The cost
of the Mundet stock was approximately $7 million.

As a result of this brief passive ownership, the merger of Mundet into Crown has cost Crown
over $600 million in asbestos-related expenses. Crown’s credit rating has been reduced and the
company has been forced to pay higher than prevailing interest rates on its borrowing.

Crown’s story illustrates the unfairness of asbestos litigation, particularly with regard to the
application of outdated successor liability laws. As U.S. Senator Orrin Hatch said on the Senate floor
in Aprtl 2004: “The trial lawyers have made Crown Cork & Seal pay dearly for the ninety days it
owned the insulation division of Mundet. . . . They should never have had to pay a dime to begin
with.”

Highly regarded scholars such as Professor Richard Epstein, the James Parker Hall
Distinguished Service Professor of Law and Director of the Law and Economics Program at the
University ot Chicago Law School, have argued that a failure to limit liability to the value of the
predecessor makes no sense either as legal or economic policy. As Professor Epstein has explained
in his torts textbook about successor liability arising from a merger or consolidation:

The black letter rule holds the surviving entity responsible for the torts of all of its
predecessor entities. To see the business pitfalls that this rule holds for the unwary,
assume that corporation A with assets of $10 million ts merged into corporation B
with asscts of $1 billion. Let corporation A make some dangerous product that poses
risk of future harms, and all asscts of corporation B may be seized to pay for any
wrongs that A committed before the merger. Yet by operaling A as a separate
subsidiary, B could continue to insulate its assets from pre-merger liabilities, and
perhaps its post-merger liabilities as well. Kecping an acquired corporation alive as a
separate subsidiary instead of liquidating it into the acquiring firm typically turns on
tax or corporate law considerations unrelated to issues of products liability law. Yet
the current regime of successor liability exacts a high price for corporate
consolidations that may well make sense for other business or tax reasons. A befter
rule would hold B liable as a successor only for the assets descended from the
acquired firm (augmented by a suitable rate of return over time), without exposing its
separate assets 1o A's pre-merger liabilities. (The consolidation should be treated as
an assumption of the post-merger liabilities.) (Emphasis added).



1L Successor Ashestos-Related Liability Fairness Act

H.B. 1430, would restore fairness o successor liability by providing that plaintiffs allegedly
harmed by the predecessor would be able to collect from the successor no less than the same amount
they could have collected if no merger had occurred: the total gross asset value of that predecessor at
the time of the merger. The successor would get credit for all the scttlements or judgments it has
paid or committed to pay since the merger. The successor’s liability would cease when it has paid or
committed to pay as much as the predecessor’s gross assets would now be worth (adjusted upward
for the passage of time). Any successor that independently commits a tort—whether before or after a
merger—could still be held liable to the full extent of its own asscts for any harm it causes.

I11. Strong Support Exist for this Fair Approach

Since 2001, laws providing litigation fairness to successor companies like Crown have been
enacted in Pennsylvania, Texas, Mississippi, Ohio, Florida, South Carolina, and Georgia. In
December 2006, the Council of State Governments approved the Florida and South Carolina laws as
Suggested State Legislation. North Dakota H.B. 1430 follows the ALEC/CSG model and would
restore fairness to innocent successor defendants in asbestos cases, such as Crown,
1Vv. Conclusion

Fnactment of H.BB. 1430 is essential as a matter of fundamental fairness, would benefit
roughly a dozen North Dakota families that rely on Crown for pensions and health care benefits, and
would help preserve the savings of ordinary citizens in North Dakota that are Crown shareholders

including through mutual funds and pension funds.
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NORTH DAKOTA SHOULD ENACT SUCCESSOR LIABILITY
REFORM (H.B. 1430) FOR INNOCENT ASBESTOS DEFENDANTS

The rule of successor liability provides that when a predecessor merges with another
corporation, the successor can be held liable for the torts of the dissolved predecessor, even if the
successor did nothing wrong and the activity of the predecessor that created the liability was
terminated before the merger. In some circumstances, the rule can cause a tremendous injustice, as
in the case of Crown Cork & Seal, the inventor of the bottle cap. Crown has been named in more
than 300,000 asbestos-related claims even though the company never manufactured, sold, or installed
any asbestos-containing products. Crown has been swept into the litigation because of its brief
association with a dormant division of a former competitor more than forty years ago.

In November 1963, Crown purchased a majority of the stock of Mundet Cork Co., a small
family-owned manufacturer which made bottle caps, just as Crown did. Before the acquisition,
Mundet had a small side business making, selling, and installing asbestos and other insulation. By
the time of Crown’s stock purchase, however, Mundet had shut down its insulation operations.
Crown never operated the insulation manufacturing operation. Within ninety-three days after Crown
obtained its stock ownership interest in Mundet, what was left of the Mundet insulation division —
idle machinery, leftover inventory, and customer lists — was sold off by Mundet. Mundet also
agreed not to enter that business again. Thereafter, Crown acquired all of Mundet’s stock and
Mundet, now having only bottle-cap operations, was merged into Crown in January [966. The cost
of the Mundet stock was approximately $7 million.

As a result of this brief passive ownership, the merger of Mundet into Crown has cost Crown
over $600 miilion in asbestos-related expenses. Crown’s credit rating has been reduced and the
company has been forced to pay higher than prevailing interest rates on its borrowing. According to
U.S. Senator Orrin Hatch, “The trial lawyers have made Crown Cork & Seal pay dearly for the
ninety days it owned the insulation division of Mundet. . . . They should never have had to pay a
dime to begin with.”

In recent years, Texas, Mississippi, Ohio, Pennsylvania, Florida, South Carolina, and Georgia
have enacted laws to address the injustice caused by the application of outdated successor lability
laws to innocent asbestos defendants. Similar legislation has been introduced in many other states.
This legislation specifically limits payments that a company as a successor by merger must pay as a
result of asbestos claims, reducing the jeopardy of innocent corporations by fairly altering (but not
extinguishing) remedies available to asbestos plaintiffs. The laws are based on model legislation
developed by the American Legislative Exchange Council. In December 2006, the Council of State
Governments voted to approve the Florida and South Carolina laws as Suggested State Legislation.

North Dakota should follow the ALEC/CSG model and adopt H.B. 1430 to restore fairness to
successor liability by providing that plaintiffs allegedly harmed by a predecessor can collect from the
successor no less than the same amount they could have collected if no merger had occurred: the
total gross asset value of that predecessor at the time of the merger. The successor would receive
credit for settlements or judgments it has paid or committed to pay since the merger. The successor’s
liability would cease when it has paid or committed to pay as much as the predecessor’s gross assets
would now be worth (adjusted upward for the passage of time). Any successor that independently
commits a tort, whether before or after a merger, could still be held liable to the full extent of its own
assets for any harm it causes.

Enactment of H.B. 1430 is essential as a matter of fundamental fairness, would benefit
roughly a dozen North Dakota families that rely on Crown for pensions and health care benefits, and
would help preserve the savings of ordinary citizens in North Dakota that are Crown shareholders
including through mutual funds and pension funds.



DThompsen, |

(FAX)317 634 4898 P.013/014

) B “*éat THJ ;oA

Cid-HPa¥
Fry

Crown Cork & Seal was founded in 1892 by the inventor of the bottle cap and is the world’s leading
mannfactorer of consumer packaging products. Crown and its affiliated companies employ over 20,000
people and make one out of every five beverage cans in the world and one out of every three food cans
used in North America and Burope. Crown also has over 15,000 retirees in the USA who rely on Crown
for their pension checks and health care coverage.

7 CROWN CORK & SEAL

Ashestas Linbility Background —~ Indiana

Crown Cork & Seal -- although it never manufactured, sold, or installed a single asbestos-containing
product - has been named to an increasing number of asbestos relaied lawsnits in Todiava and other
states, dus to its very brief association with Mundet Cork Company.

s ‘
These claims against Crown Cork & Seal arise from a-stock interest the company obtained in 1963 in the
Mimdet Cork Company, a small family-owned mamfacturer of cork-lined bottle caps. Before the
acquisition, Mundet also had a small side business as a manufacturer of asbestos and other insulation

‘products. By the time of Crown’s stock purchase, however, Mundet had completely shut down its
insulation manufacturing operations,

Within 93 days of Crown’s obtaining its interest In Mundet, what was left of the Mundet insulation
division - idle machinery, leftover inventory, and customer lists -- wes sold to a New Jersey insulation
company, Two years later, in 1966, Mumdet, now having only the botile-cap operation that Crown sought
to acquire, was merged into Crown.

Although Crown never maunfactured, sold or installed a single asbestos product, clalmants have enjoyed
an enormous windfall, with more than 300,000 claims against Crown, costing the company hundreds of
millions of dollars. In fact, Crown's initial investment of $7 million in Mundst nearly 40 years ago has
‘resnlied in more than $600 million in asbestos-related payments by Crown through the end of 1ast year.

‘While some claim Crown should have exercised greater due dilipence before it became iInvolved with
Mundet, it was not natil 1972 that OSHA established its first regulations covering asbestos, a material that
up to thet tine was widely used as the world’s best insulation matevial, In addition, it was not \mui the
mid-1970s that personal injury lawsuits began to be filed in connection with asbestos.

Because many companies that acinally were involved with a.sbestos have been foreed into banlﬂuptcy
under the weight of asbestos litigation, Crown has found itself a target and sued in an increasing number
of joint-and several-liability claims.

With Crown at great risk of bankruptey under the weight of these lawstits, the legislatures of
Pennsylvania, Texas, Mississippi, Olu'o, Florida, Georgia and South Carplina have responded to enact
bipartisan legislation limiting successor’s asbestos Liabilities under circumstances like these. ‘In so doing,
a cap on such Hability equal to the inflation adjusted gross asset value of the predecessor ashestos-tainted
company has been established.

On a state level, Crown operates & large menufacturing facmty in Crawfordsville, Indiana. It employs
epproximately 100 people. There are almost 650 retirees in the State who rely on Crown pension checks
and its health and dental bencfits. Crown and its cmployees pay scveral million dollare in various taxes in
the state.

Enactment of the proposed legislation in Indiana will help Crown to obtaining xeﬁnancing, avoid
banlauptey and, thus, assure the preservation of jobs in the USA and in the state of Indiana.
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Informational Brief of O R ’ G
David C. Thompson, P.C.' l NAL ‘
Re: North Dakota House Bill No. 1430
. The so-called “Innocent Successor Liability Act”

During the week of January 12-16, 2009, lawyers from the Washington, D.C., office of
the Kansas City-based law firm Shook, Hardy & Bacon, P.L.L.P2, visited Bismarck -- and
discussed with North Dakota legislators draft legislation which became introduced on January
15, 2009, as House Bill 1430.

One Washington-based lawyer from this Shook, Hardy & Bacon firm -- Corey
Schaecher - spoke with North Dakota legislators, legislative staff, and took other actions at the
State Capitol during the week of January 12-16, 2009 -- for the purpose of securing passage of
the proposed legislation which on January 15" became filed and designated as House Bill 1430,
Throughout the time that he undertook these activities, Shook Hardy lawyer Corey Schaecher

was never registered as a lobbyist with the office of the North Dakota Secretary of State. See,

North Dakota Century Code Chapter 54-05.1, specifically North Dakota Century Code Sections

54-05.1-01 through 54-05.1-07, which latter section states that "(a)ny person who violates any
provisions of this chapter is guilty of [a criminal offense — either a Class B Misdemeanor or an
Infraction, depending upon the particular section violated].”

To be clear — North Dakota House Bill 1430 does not benefit any North Dakota

business — and House Bill 1430 does not benefit any North Dakota employer.

' David C. Thompson, P.C., a North Dakota Professional Corporation, is a one-lawyer law firm, based in Grand
Forks, North Dakota. TFhe principal in this firm — attorney David C. Thompson — has represented victims of
asbestos-caused diseases in personal injury and wrongful death actions venued in North Dakota state and federal
courts since June of 1984.

? Shook, Hardy & Bacon, P.L..L..P,, is a law firm headquartered in Kansas City, Missouri, has for many years
represented companies which manufactured asbestos products.  Shook Hardy is probably best known, however,

Sor its long-time role as national defense counsel for cigarette manufacturers in the so-called “tobacco litigation.”
In fact, on the tobacco document website — tobaccodocuments.org — Shook, Hardy & Bacon figures in some
61,000 separate documents. See, the following web link:

http://tobacco documents.org/all/documents.php?pattern=shook-+hardy+bacon




Rather, North Dakota House Bill 1430 is a piece of proposed legislation which is
essentially identical to at least two others which were introduced in other state legislatures
during that same week. Virginia House Bill 1762 -- and Indiana Senate Bill 469 — were both
introduced in those state legislatures on the preceding day, January 14, 2009. See, and compare
to North Dakota House Bill 1430 - Virginia House Bill 1762, and Indiana Senate Bill 469,
copies of which being attached hereto as Exhibits 10 and 11, respectively.

The efforts in Virginia were begun last year -- when lobbyists associated primarily with
company known as Crown Holdings, Inc. -- the parent of a corporation known as Crown Cork
& Seal -- sought to introduce a bill virtually identical in language to North Dakota House Bill
1430. That earlier Virginia bill met with substantial opposition -- and was never offered. Crown
Holdings continued working in the shadows, and on January 14, 2009, offered in Virginia a
substantially identical bill — known as House Bill No. 1762 -- which is being touted as a “reform
for innocent asbestos defendants.” fIt should be noted that neither Crown Holdings, Inc., nor
Crown Cork & Seal Company, Inc. — both Pennsylvania corporations — are registered or
licensed by the North Dakota Secretary of State to do business here in North Dakota].

Like its identical Virginia twin — North Dakota House Bill 1430 is unconstitutional
special legislation, which benefits a single corporation, and retroactively deprives victims of
asbestos disease of substantive property rights, and it will ultimately have ripple effects which
will throw settled contract and corporate law expectations into a condition of unpredictable flux.

Crown Cork and Seal and its lobbyists have claimed that this bill will help the
Company’s corporate bond rating. But the truth is — passing this bill in North Dakota -- or in
Virginia -- or in Indiana -- will do noething for Crown’s bond rating -- so as long as the other

forty-five (45) or so other jurisdictions in this country do not have such legislation.



Crown’s lobbyists in Virginia also have threatened that continuing to allow litigation
against Crown in that state will supposedly throw Crown into dire economic straights -- and will
result in lost Virginia jobs. Even that is apparently a false claim. The truth is that Crown
certified to the federal Securities Exchange Commission (SEC) in 2007 that it made $7.7 billion
in net sales for that year, 75% of which came from overseas markets. It also certified that its
total forecast for ?ending and future asbestos costs for the entire company was $100 million less

than the interest for a single year on its corporate debt instruments.

Either way, it is beyond dispute that Crown Cork & Seal — and its parent company

Crown Holdings, Inc. — are Pennsylvania corporations which are not licensed to do business

in North Dakota — and which do not have any manufacturing, distribution or sales business

operations in this state.

As the Virginia legislature has recently been informed -- the bottom line is that this bill is
unconstitutionally retroactive, is unconstitutional special legislation, has enormous potential for
adverse unintended consequences, will not improve Crown’s bond rating, and it will not even
save Virginia jobs — a state where — unlike North Dakota — Crown does have manufacturing
operations.

BACKGROUND

Crown Holdings, the leading proponent of this bill, is the parent of Crown Cork & Seal.
Crown Cork & Seal was founded in 1892 See Crown's Website, http://www.crowncork.com
/about/about_history.php (last accessed January 13, 2009). By 1927, Crown operated
manufacturing plants in Germany, France, the United Kingdom, South America and in the

Orient, and its net sales reached $11 million. [d Crown’s website boasts that it prospered

3

In connection with a major restructuring of corporate debt in 2003, Crown Cork & Seal reorganized itself
and made itself a wholly owned subsidiary of Crown Holdings, lnc.



during the 1930s, the decade of the depression, “selling half of the world’s supply of bottle
caps.” Id By 1949 — the year that the Journal of the American Medical Association
recognized asbestos as a cause of cancer, and seven years after the Virginia Workers
Compensation Act rec.:ognized asbestosis as a compensable occupational disease — Crown was
already a sophisticated multinational corporation capable of availing itself of the finest medical,
scientific, market and legal research and advise.

Twenty years later, in November 1963, Crown’s board of directors determined that it
would be beneficial to the company to purchase 16,689 shares of the stock of Mundet Cork
Corporation, which amounted to 70% of the total outstanding shares. See Exhibit 1, attached
hereto, Purchase Agreement at 1. Mundet had two divisions. One of Mundet’s divisions
competed with Crown in the cork and seal market. Mundet’s other division had been involved in
the asbestos insulation business for decades, contracting to install other companies’ asbestos
insulation products in commercial and industrial properties, including schools and other
government-owned premises. By the time Crown purchased its controlling share in Mundet,
Mundet was manufacturing its own line of asbestos insulation products including 85% magnesia
asbestos board, block and pipe insulation and an asbestos-containing calcium silicate insulation
line. See Exhibit 2, attached hereto, Excerpt of Deposition of E.J. Stansbury, Dec. 16, 1983, at
8-14. Crown knew about Mundet’s asbestos insulation business, but it purchased both divisions
of Mundet without any attempt to limit the transfer of Mundet’s preexisting asbestos insulation
liabilities.

Three months later, Mundet — now a division of Crown — sold its thermal insulation
division to another corporation, Baldwin Ehret Hill (BEH). See Exhibit 3, attached hereto, Sale

Agreement dated Feb. 8, 1964. But while BEH purchased the insulation branch of Crown’s



Mundet division, it expressly agreed to absorb only Mundet’s post-1964 liabilities. See id at
sixth page, Titled “Assumption;” see also Satterfield v. Crown Cork & Seal Co., 268 S.W.2d
190, 2008 Tex. App. LEXIS 7473, at *6 (Tex. App. Austin 2008). Thus Crown’s Mundet
division still owned all of Mundet’s asbestos pre-1964 asbestos liabilities after the BEH sale.

In 1966 — two years after the BEH sale and two vears after Selikoff’s 1964 New York

conference establishing asbestos as the sole known cause of mesothelioma — Crown

purchased the remainder of Mundet’s stock and formally merged Mundet, along with its

preexisting asbestos liabilities, into itself. See Exhibit 4, attached hereto, Merger Agreement.

Even though Crown knew or should have know of the dangers of asbestos, knew that
BEH refused to acquire the Mundet’s pre-1964 liabilities, and knew that Mundet therefore
retained those liabilities, Crown again chose not to take any steps to limit its assumption of
liability. /d.

In 1976, Crown began to be named as Mundet’s successor-in-interest in an increasing
number of asbestos lawsuits. Crown filed a petition for declaratory judgment in its home state of
Pennsylvania against four of its own insurance providers and Aetna Casualty & Surety Company
“the primary liability insurance carrier for Mundet for the years 1950 through July 1, 1960”
seeking to require them to defend it in the litigation and to pay any settlements or verdicts.
Crown Cork Seal, Inc. v. Aetna Casualty & Surety Co., 16 Pa. D. & C.3d 525, 527, 1980 Pa.
Dist. & Cnty. Dec. LEXIS 248, 2 (Comm. Pleas Ct., Philadelphia Cty 1980) (attached hereto as
Exhibit 5). In the petition, Crown “claim[ed] that all of these cases arise because of its
ownership of Mundet Corporation and its Thermal Insulation Division.” Id It further averred
that each of the insurance companies had insured either Crown or Mundet during various periods

until Crown became self-insured in 1976. Id



In 1985, Crown and its insurers reached a settlement under which the insurers agreed to
compensate Crown “for settlement or judgment costs (“indemnity costs™) and defense and other
administrative costs.” Crown Cork & Seal, Inc. v. Emp. Ins. Of Wausau, Civ. Action No. 99-
4904, Memorandum Order (E.D. Pa. 1999) (attached hereto as Exhibit 6). This arrangement
lasted through 1998 when Crown’s insurance was depleted. See Exhibit 7, aftached hereto,
2007 Annual Report, at 53, available at the web link:
http://investors.crowncork.com/phoenix.zhtml?c=85121&p=irol-reports (last visited January 13,
2009) (“Prior to 1998, the amounts paid to asbestos claimants were covered by a fund made
available to Crown Cork under a 1985 settlement with carriers insuring Crown Cork through
1976, when Crown Cork became self-insured. The fund was depleted in 1998 and the Company
has no remaining coverage for asbestos-related costs.”). Apparently, for twenty years Crown
and its insurers (including Mundet’s insurer from 1950 to 1960) felt that the claims against
Crown were sufficiently valid to warrant a significant outlay of capital. During that entire
twenty-year period, moreover, Crown did not seek the kind of legislation it seeks today.

Though Crown’s insurance fund is now depleted, Crown is still liable for Mundet’s
asbestos liabilities. Even so, Crown admits in its latest annual report that “resolution of”
Crown’s asbestos liabilities “is not expected to have a material adverse effect on the Company’s
financial position.” Exhibit 7, attached hereto, 2007 Annual Report, at 33.

Indeed, Crown still is a prosperous multinational corporation. Currently headquartered in
Pennsylvania, as of December 31, 2007 Crown “operated 141 plants along with sales and service
facilities throughout 41 countries and had approximately 21,800 employees.” Id. at 1. Crown’s
most recent annual report boasts nef sales of $7.7 billion in 2007. Id (emphasis added). And

73% of these sales were “derived from operations outside the United States, of which 74% of



these non-U.S. revenues were derived from operations in the Company’s European Division.”
Id. (emphasis added). To be sure, Crown’s domestic sales are a fraction of its overall business;
its Virginia operations are even smaller.

Crown’s “products are sold in highly competitive markets” and Crown is a master in
marketing and sales. /d at 4. Applying that experience to legislation, Crown now attempts to
peddle bills to State legislatures in an attempt to obtain special legislation to immunize itself
against its own misjudgments.

Faisely characterizing itself as a naive and innocent successor to Mundet, Crown has
succeeded in having similar versions of North Dakota House Bill 1430 passed in Texas, Florida,
Georgia, South Carolina, Ohio, Mississippi and Pennsylvania. But the Supreme Court of
Crown’s own home state, Pennsylvania, has already declared this legislation to be an
unconstitutional deprivation of the vested or inchoate rights of the innocent asbestos victims
against whom the act operates. See leropoli v. AC&S Corp., 842 A.2d 919 (Pa. 2004).
Similarly, Georgia invalidated a larger act that contained a similar successor provision as being
unconstitutionally retroactive. Daimier Chrysler Corp. v. Ferrante, 637 S.E.2d 659 (Ga. 2006).
And the Texas Supreme Court is currently considering a similar challenge. See Robinson v.
Crown Cork & Seal, Inc., 2008 Tex. Lexis 5 (Jan. 11, 2008); and see also Braley-Satterfield v.
Crown Cork & Seal, Inc., 268 S.W.3d 190 (Tex. App. 3" Dist 2008) (holding the Texas statute
unconstitutional).

In addition, bills such as North Dakota House Bill 1430 have been vofed down in other
states — including Delaware — the statutory home of a majority of the largest of America’s

corporations.



Virginia legislators have been recently informed that Virginia House Bill No. 1762 —
North Dakota House Bill 1430's identical twin — likewise, is unconstitutional special
legislation which would deprive residents of the Commonwealth of Virginia of substantive
vested or inchoate rights without due process of law in violation of Article I, § 11 of the Virginia
Constitution and that may have far reaching consequences to Virginians. Virginia legislators
have been told that Crown is the only entity that will benefit from this bill — and that
accordingly, that accordingly, Virginia should reject it.
L. NORTH DAKOTA HOUSE BILL 1430 - LIKE ITS TWIN, VIRGINIA
HOUSE BILL NO. 1762 - IS UNCONSTITUTIONAL AND WILL

DEPRIVE NORTH DAKOTANS OF SUBSTANTIVE PROPERTY
RIGHTS WITHOUT DUE PROCESS OF LAW.

Article 1, section 11 of the Virginia Constitution states “no person shall be deprived of
his life, liberty, or property without due process of law . . . .” Va. Const. Art. I, § 11.* The
Virginia Supreme Court “has consistently held” that this clause “protects not only rights that
have vested, but also substantive property interests which may ripen into vested rights.” Norfolk
Sch. Bd. v. US. Gypsum Co., 234 Va. 32, 38, 360 S.E.2d 325, 328 (1987). “Although a typical
common-law plaintiff's right to sue does not accrue until he has sustained injury, and the statute
of limitations only then begins to run as to him, certain rights and obligations may have become
fixed at an earlier time when the wrongful act was done — when the cause of action arose.
Those rights may be vested rights, entitled to constitutional protection. Even where not vested,
they may be substantive rights which the legislature may not constitutionally abridge.” Roller v.

Basic Constr. Co., 238 Va. 321, 328, 384 S.E.2d 323, 326 (1989) (emphasis added); see also

* As the North Dakota Supreme Court noted in City of Belfield v. Kilkenny, 2007 ND 44, P 7, 729 N.W.2d 120,
123 {N.D. 2007), the almost identically-worded Due Process Clause of the North Dakota Constitution is Article
I, Section 12, which provides that, “No person shall. . . be deprived of life, liberty or property without due
process of law.”



Norfolk Sch. Bd., 234 Va. at 38, 360 S.E.2d at 328 (“It is immaterial to our decision whether this
right is characterized as ‘vested’ or as ‘substantive.””). In short, even though “[s]ubstantive
rights” are “not necessarily synonymous with vested rights,” both are accorded constitutional
protection. Shiflet v. Eller, 228 Va. 115, 120, 319 S.E.2d 750, 754 (1984).°

In reviewing this bill, it is important to keep in mind the longstanding distinction between
rights of action and causes of action and the interplay between these two concepts and asbestos-
related diseases. See, e.g., Caudill v. Wise Rambler, Inc., 210 Va. 11, 13, 168 S.E.2d 257, 260
(1969); Locke v. Johns-Manville Corporation, 221 Va. 951, 957, 275 S.E.2d 900, 904 (1981),
First Va. Bank-Colonial v. Baker, 225 Va. 72, 301 S.E.2d 8 (1983) (noting that the distinction
between a right of action and a cause of action is “a distinction wirth a difference” (emphasis in
original)). Correctly defined, a “right of action is the right to presently enforce a cause of action
— a remedial right affording redress for the infringement of a legal right to some definite person,
a cause of action is the operative facts which give rise to such right of action.” First Va. Bank,
225 Va. at 81,301 S.E.2d at 13.

In Caudill, the Court noted that “[tJhere may be several rights of action and one cause of
action and rights may accrue at different times from the same cause.” Caudill, 210 Va. at 13,
168 S.E.2d at 260. A potential or inchoate cause of action arises at the time of the negligent act.
See Caudill, 210 Va. at 14, 168 S.E.2d at 259-60 (noting the plaintiff had “a potential cause of
action for personal injuries” at the time of the breach of the implied warranty although she had
not yet been harmed by the breach); Shiflet, 228 Va. at 121, 319 S.E.2d at 754 (noting that the

plaintiff’s inchoate cause of action for contribution arose “at the time of the jointly negligent

4

Additionally, the Supreme Court has further noted that a “statute premised upon the police power ‘is
subject to the constitutional guarantee that no property shall be taken without due process of law and where the
police power conflicts with the Constitution the latter is supreme.’” Norfolk Sch. Bd., 234 Va. at 39, 360 S.E.2d at

329. If this were not so, the Court continued, “no property right, indeed no personal right, could co-exist with it.”
Id



acts™ but that his right of action did not accrue until he pays a claim for which others tortfeasors
are liable); Norfolk Sch. Bd, 234 Va. at 38, 360 S.E.2d at 328 (“We concluded that the right,,
although inchoate, is substantive, and we held that ‘substantive’ rights, as well as ‘vested’ rights,
are included within those interests protected from retroactive application of statutes.”). The
cause of action vests at the time the plaintiff is harmed or injured by the negligent act. See
Locke, 221 Va. at 957, 275 S.E.2d at 904 (noting that a “cause of action does not evolve,” or vest
unless there 1s a duty, breach of the duty, and a harmror damage to the plaintiff). Once a cause
of action vests, a right of action may accrue. But “[tjhere is no right of action until there is a
cause of action.” Id.

Normally a right of action and a cause of action accrue at the same time. But in
occupational disease cases, this is not necessarily so. Asbestos-related diseases, in particular,
have latency periods of 10 to 50 years from exposure to diagnosis. And an asbestos-induced
tumor may begin to develop in a victim as long as 10 years before it is diagnosed. See Exhibit
8, attached hereto, Excerpt of Trial Testimony of Dr. John Maddox, March 28, 2007, at 764-65,
769-70. According to Locke, once “the tumor — the hurt — the harm — the injury” occurs, the
victim has a vested cause of action. Locke, 221 Va. at 958, 275 S.E.2d at 905.

Yet, by operation of North Dakota Century Code Section 28-01.3-08(4) — a statute
directly analogous to its similar Virginia Code counterpart, § 8.01-249 (4) — a right of action
for an asbestos-related disease does not accrue until “the injured person has been informed of
discovery of the injury by competent medical authority and that the injury was caused by
exposure to asbestos as described in this section . . . “ (emphasis added). So, asbestos disease

cases are particularly emblematic of the distinction between rights of action and causes of action.
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Thérefore — under either North Dakota law — or Virginia law — if a person was exposed
to insulation manufactured or installed by Mundet, that person may own a substantive inchoate
cause of action against Crown — Mundet’s legal successor-in-interest — from the time he was
exposed in the 1950s or early 1960s. See, e.g., this principle as implicit in the holding of the
North Dakota Supreme Court in Biesterfield v. Asbestos Corporation of America, 467
N.W.2d 730, 736-739 (N.D. 1991).

For example, if the asbestos-caused tumor began to grow in the year 2000 (after a typical
40 to 50 year latency period from the time of exposure) — then the plaintiff's cause of action
technically would have vested in 2000 — the time when the plaintiff was harmed. But if the
cancer is not diagnosed for another nine years, until July 30, 2009, then the plaintiff’s right of
action would not accrue until that time.

Given this hypothetical, and assuming North Dakota House Bill 1430 or Virginia House
bill 1762 is enacted and becomes effective on August 1, 2009 (July 1, 2009 for the Virginia
statute), Crown’s statute would retreactively extinguish the following substantive rights: (1) the
plaintiff’s inchoate cause of action, a “substantive property interests which may ripen into [a]
vested right,” Norfolk Sch. Bd., 234 Va. at 38, 360 S.E.2d at 328, which had existed for 40 to 60
years from the time of exposure, and (2) the plaintiff’s vested cause of action which matured in
2000 and has existed for 9 years, and (3) assuming the Plaintiff had filed, but not tried, his case
prior to July 1, 2009, the plaintiff’s accrued right of action on that cause of action. See the final
section of North Dakota House Bill 1430, which provides that, “(t)his chapter applies to all

asbestos claims filed against an innocent successor on or after the effective date of this Act
[August 1, 2009]. This chapter also applies to any pending asbestos claims against an innocent

successor in which trial has not commenced as of the effective date . . . . “.
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. The fact is that because of this interplay between inchoate substantive rights, vested
causes of action, nights of action, and asbestos disease latency, Crown’s bill is fatally and
unworkably unconstitutional. Any claim filed even prospectively would necessarily involve a
longstanding inchoate substantive rights dating back 40 to 50 years and likely a vested cause of
action based on a tumor or fibrotic condition that has been developing in the victim, but was
undiagnosed, for as many as ten years before the claim is filed. Crown’s statute will
unavoidably retroactively destroy “substantive property interests which may ripen into vested
rights,” Norfolk Sch. Bd., 234 Va. at 38, 360 S.E.2d at 328, and ongoing vesied rights, and “the
retroactive application of a statute impairing a ‘substantive’ right violates due process and is
therefore unconstitutional.” Potomac Hoespital Corp. v. Dillon, 229 Va. 355, 360, 329 S.E.2d 41,

45 (1985).

I1. CROWN’S BILL IS VIOLATIVE ARTICLE I, SECTION 21 --THE
EQUAL PROTECTION CLAUSE OF THE NORTH DAKOTA
CONSTITUTION.

Article I, Section 21 of the North Dakota Constitution, described by the North Dakota
Supreme Court in Dickie v. Farmer Union Oil Company, 2000 ND 111, 611 N.W.2d 168 (N.D.

2000), as the “Equal Protection Clause of the North Dakota Constitution™ provides as follows:

N.D. Const. Art. 1, §§ 21 (2008)

Section 21, [Privileges or immunities)

No special privileges or immunities shall ever be granted which
may not be altered, revoked or repealed by the legislative
assembly; nor shall any citizen or class of citizens be granted
privileges or immunities which upon the same terms shall not be
granted to all citizens. Const. 1889, Art. I, §¢ 20.

In Dickie, supra, 2000 ND 111, 14 4-5 & 9, 611 N.W.2d at 169-170, & 171-172 --

. decisional precedent which would likely provide the foundation for invalidating any law
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established by an enactment of House Bill 1430 — the North Dakota Supreme Court declared
unconstitutional -~ on Equal Protection grounds — the Product Liability Statute of Repose of
N.D.C.C. Section 28-01.3-08, explaining as follows, in language particularly applicable to the

current circumstances of House Bill 1430:

Section 28-01.3-08, N.D.C.C,, as enacted by the legislature in
1995, provides in relevant part:

28-01.3-08. Statute of limitation and repose.

1. Except as provided in subsections 4 and 5, there may be no recovery of
damages in a products liability action unless the injury, death, or property damage
occurs within ten years of the date of imitial purchase for use or consumption, or
within eleven years of the date of manufacture of a product.

This Court, in Hanson v. Williams County, 389 N.W.2d 319, 328 (N.D. 1986),
declared unconstitutional a substantively identical statute of repose, enacted by
the 1979 legislature and codified at N.D.C.C. §§ 28-01.1-02.(1)

In Hanson we applied an equal protection analysis to the 1979 statute of repose
and determined it involved important substantive rights requiring an intermediate
standard of review:

A statute of repose period begins to run from the occurrence of some event other
than the event of an injury that gives rise to a cause of action and, therefore, bars
a cause of action before the injury occurs. A person injured after the statutory
period of repose is left without a remedy for the injury.

Id at 321,

While there are economic consequences for manufacturers and their insurers
underlying the legislation _in question, we _believe our focus must be on the
individuals affected. We are unwilling to view human life and safety as simply a
matter_of economics. . . . The right to recover for personal injuries is an
important substantive right, We conclude that the appropriate standard of
review to be applied in the present case is the intermediate standard or the close

carresgondence fest.

Id at 325 (citation omitted).

The question, therefore, is whether or not there is such a close correspondence
between this statutory classification and the legislative goals as would justify
this classification.

13



Id at 327. In performing the equal protection analysis in Hanson, this Court
expressed its concern about statutes "which arbitrarily deny one class of persons
important substantive rights to life and safety which are available to other
persons." Jd at 328. This Court stated the legisiature had failed to advance a basis
for selecting the period of years for bar or repose other than the economic
interests of the manufacturers and suppliers and concluded there was no close
correspondence between the legislative goals and the classification created by the
statute to withstand the equal protection challenge. Id. ... . ... We have carefully
reviewed the legislative history of the 1995 enactment of N.D.C.C. §§ 28-01.3-08
and we find no more supportive evidence demonstrating a close correspondence
between the stated legislative objectives and the classification created by the 1995
statute of repose than existed in the 1979 enactment of its predecessor. There is
simply no showing within the testimony or data submitted in consideration of the
1995 legislation that litigation brought by victims injured more than 10 years
from the initial date of purchase of a product or 11 years from its manufacture, as
compared to persons injured within those time periods, has caused inequity,
unfaimess, or unreasonable exposure and unpredictability for manufacturers or
suppliers in civil litigation. There is simply no demonstration by the testimony or
evidence submitted to the legislature which shows harm or prejudice to sellers
and manufacturers resulting from damage awards against them for injuries
incurred more than 10 years from initial purchase or 11 years from manufacture
of defective products. We, therefore, hold there is not a close correspondence
between the legislative objectives under N.D.C.C. §§ 28-01.3-08 and the

classification _created thereunder to withstand an_equal protection challenge
under N.D. Const. art. I, §§ 21. (emphasis added)

Therefore, under this compelling authority of Dickie v. Farmers Union Qil Company,
supra, where the “ten-year/eleven-year” Product Liability Statute of Repose of N.D.C.C. 28-
01.3-08 could not survive the heightened level of scrutiny which the North Dakota Supreme
Court applied in its “close correspondence” test under the North Dakota Constitution’s Article I,
Section 21, the “special legislation”proposed by House Bill 1430 would not even have a chance

of being sustained in the face of an Equal Protection challenge.
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II. Crown’s Bill Has The Potential To Release Or Diminish Crown’s Liability
To The State of North Dakota Or Its Political Subdivisions.

Throughout the 1950s and early 1960s, Crown Cork & Seal’s predecessor Mundet
provided and/or installed asbestos insulation products to commercial buildings throughout the
United States. See, e.g., Exhibit 2 attached hereto, Excerpt of Deposition of E.J. Stansbury,
Dec. 16, 1983, at 17 (testifying that Mundet provided asbestos thermal insulation “[o]n all the

pipe and/or equipment like schools, hospitals, just commercial buildings.”).

As an insulation contractor that may have provided or installed asbestos insulation to
commercial buildings owned by the State of North Dakota or its subdivisions, Crown, as
Mundet’s successor-in-interest may be liable to the State of North Dakota in tort or for

remediation or abatement costs.

IV.  Crown’s Bill Is Drawn To Grant Crown a Special immunity Intended To
Benefit A Single Private Corporation.

House Bill 1762 has been crafted and tailored to grant a special immunity to one
particular corporation — Crown. As was stated earlier, similar statutes have been passed with
varying success in Pennsylvania, South Carolina, Florida, Georgia, Ohio and Texas. And as
was discussed in Section I, this bill and other statutes like it provide a complete affirmative
defense to successor liability for virtually all pending and all future claims.

But though such as defense is arguably available, we have been unable to discover any
corporation other than Crown that has actually taken advantage of onc of the already enacted
statutes as a defense in any of these seven states. In Texas iitigation, Crown itself did not
dispute that the Texas statute creates a class of one, and it was unable to identify even one other
possible member of the putative “class™ defined by the statute. And Kevin Collins, Crown’s

expert who prepared a report on the fair market value of Crown’s predecessor during the Texas
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litigation, testified that despite performing over 750 valuations a year, he did not know of a
single company other than Crown to which this statute would apply.®

This likely is because the Crown’s bill was plainly tailored to fit Crown’s specific
corporate history, and was not to be a general law designed to effectuate public policy. First, the
details defining the class fit Crown perfectly. House Bill 1430 applies only to corporations (not
any other form of business entity) that incurred successor asbestos liability in connection with a
merger or consolidation, or based on the exercise of control or the ownership of stock of the
predecessor before the merger or consolidation.  Crown first acquired its successor liability by
exercising control of Mundet after purchasing a majority of its stock, before later merging with
it. See Exhibits 1 & 4, attached hereto. The bill applies only to corporations that did not
continue in the asbestos business, which Crown claims it has not. House Bill 1430. And the bill
contains a curious paragraph excluding from the effect of the bill “rights and obligations of an
insurer, transferor, or successor under an insurance contract or any related agreements, including
preenactment settlements resolving coverage-related disputes, and the rights of an insurer to seek
payment for applicable deductibles, respective premiums, or self-insured retentions or to seek
contribution for uninsured or self-insured periods or periods . . . .” House Bill 1430, Section 4,
Subsection 3. This provision describes Crown'’s liability insurance history, as set forth above
under the Background section, to a tee. See infra, Background; see also Exhibits 5, 6; Exhibit
7, at 53, said exhibits being attached hereto.

Similarly telling are two details tied specifically to Crown’s corporate history. First,
Crown’s formal merger with Mundet did not occur until 1966. See, Exhibit 4, attached hereto.

The bill protects only those corporations whose first relevant successorship transaction occurred

® We were told of this testimony by plaintiff’s counsel in the Texas successor liability litigation. We are attempting
to obtain a copy of the transcript and will forward it when it is available.
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before January 1, 1972. Subsection 3 of Section 1 of House Bill 1430. Crown has argued before
the Indiana Senate in support of Indiana Senate Bill 469, that this date is timed to correspond to
the promulgation of OSHA and that “innocent” successor corporations would have been less
likely to know of the dangers of asbestos before this time.

In_a fact which blatantly exposes the proponents’ arguments with respect to the

January 1, 1972 “backwards immunity"date in House Bill 1430 to _be particularly without

merit — Crown’s specific predecessor - Mundet Cork — had been named as a defendant — and

had been found legally liable — and/or had voluntarily entered into monetary settlements — in

asbestos disease workers compensation cases dating as far back as the year 1954! Sece, the

treatise, Asbesios: Medical and Legal Aspects, Dr. Barry 1. Castleman, Fifth Edition, Aspen
Publishers, New York, (2005), ISBN 0-7355-5260-6, at pages 175 & 180-182, a copy of which

excerpt being attached hereto as Exhibit 12,7

As an additional example ~ the Virginia Workers Compensation Act recognized the

deadly disease of asbestosis as a compensable occupational disease in 1942, and Crown, as the
owner of two plants in Virginia, is presumed to have actual knowledge of the Commonwealth’s
statutes. Moreover, the Journal of the American Medical Association reported the link between
asbestos and cancer in 1949. But, of course, if either Virginia House Bill 1762 — or North
Dakota House bill 1430 — had used these dates, it would not benefit Crown.

Second, Crown changed its state of incorporation from New York to Pennsylvania via a
merger and consolidation in 1989. To accommodate this further transfer of successor liability,

the bill provides that as long as the original transaction yielding successor liability took place

7 [t should be noted that earlier editions of Dr. Castleman’s treatise, “Asbestos: Medical and Legal Aspects”,
have been accorded “learned treatise” status — under court evidence rules, by the United States District Court
for the District of North Dakota in In re; North Dakota Asbestos Personal Injury Litigation No. 1, 737 F.Supp.
1087, 1091 (D. N. D. 1998), and by the Delaware Supreme Court in Nutt v. Nicolet, 525 A.2d 146, 148 (Del.
1987), and both of these cases, and Dr. Castleman specifically, were discussed by the North Dakota Supreme
Court in Anderson v. A.P.1, Company, 1997 ND 6, PP 6-19, 559 N.W.2d 204, 206-209 (N.D. 1999),
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before January 1, 1972, the bill’s original limitation of liability survives intact through an infinite
number of subsequent transactions, no matter when they took place. House Bill 1430, at Section
1, Subsection 4 thereof..

Because the current Crown corporation inherited its asbestos liability by virtue of the
1989 merger, the bill includes this successor to a successor extension of the January 1, 1972
cutoff date, another provision tailored to fit Crown’s corporate history.

The bill itself does not contain any justification or explanation for the narrowly defined
class that it protects. Crown has stated in Virginia and Indiana that a major purpose for the bill is
to remove the junk or near junk status of Crown’s corporate bonds. But, once again, this goal
benefits only Crown, nobody else. Moreover, it is more likely that the junk status of Crown’s
bonds is due to the “highly leveraged” state of the company, apart from any asbestos liabilities.
See Exhibit 7, attached hereto, Crown 2007 Annual Report, at page 8.

Additionally, Crown’s bonds have traded at or near junk level for years; long before it
began peddling bills of this sort. See, e.g., Exhibit 9, attached hereto, Los Angeles Times
article, “"Now's a Good Time to Buy Corporate Bonds Pros Say”, C-4 (Aug. 26, 1999) (reporting
in 1999 that “Crown Cork & Seal, the largest food and beverage can maker, sold $350 million of
three-year notes at a yield of 7.21%. The notes are rated "BBB” by Standard & Poor’s, one letter
grade above junk status.™).

Finally, even assuming that the state of Crown’s bond rating /s due to asbestos litigation,
passing North Dakota Hosue Bill 1430 — or Virginia House Bill 1762 — or Indiana Senate Bill
469 -- when forty other states with more active Crown asbestos litigation dockets have no such

legislation — will do nothing to ameliorate Crown’s bond rating.
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Another supposed purpose for House Bill 1430 — and its Virginia and Indiana twins —
albeit another one which appears to benefit Crown alone — is the alleged specter of an impending
Chapter 11 bankruptcy. But while Crown’s annual reports bemoan its corporate debt, the fact
remains that Crown Holdings’ 2007 Annual Report announces net sales of $7.7 billion (up from
$6.9 Billion in 2006), with more than 70% of those sales derived from operations outside of the
United States. Exhibit 7, attached hereto, 2007 Annual Report, at 1. Crown’s annual interest
expense on its corporate debt, net of interest income, was $274 million in 2006 and $304 million
in 2007. Id at 21. Crown itself estimates that “its probable and estimable liability for pending
and future asbestos claims and related legal costs is $201 [million] at the end of 2007.” Id. 2007
Annual Report at 54. Thus, Crown’s estimate of its current and future asbestos liability is $100
million fess than just one year of interest on its corporate debt instruments. Further, these
estimates have been incorporated into the company’s business through a pre-tax accounting
charge, which is not an amount actually paid out in cash in a particular year, but a charge taken
to incorporate all payments for current and future cases. See id. That is why Crown can declare
to the SEC and its shareholders that “resolution [of asbestos-related claims and settlements] is
not expected to have a material adverse effect on the Company’s financial position.” 7d. at 55.
As Crown’s public filings demonstrate, a class that by definition includes only Crown is not
rationally related to the objective of saving “hard-pressed successors™ from bankruptcy. Crown
is not on the verge of bankruptcy, and its protests that it is in dire need of rescue by the North
Dakota Legisiative Assembly are belied by its own public filings.

Ultimately, both the supposed bond rating issue — and the supposed bankruptcy issue —

are just proxies for Crown’s veiled threat that if the bill is not passed, its two Virginia plants will
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shut down, and the workers at those plants will lose their jobs.! But, again, North Dakota House
Bill 1430 will have no impact on Crown’s bond rating — where litigation is still ongoing in at
least forty other jurisdictions, and Crown is not going to go bankrupt due its North Dakota
asbestos liability, with Crown’s threats to the contrary being nothing more than an attempt to
coerce unconstitutional special legislation.

V. THE BILL RETROACTIVELY IMPAIRS CONTRACTS AND HAS
ENORMOUS POTENTIAL FOR UNINTENDED CONSEQUENCES.

Finally, Crown asks the North Dakota Legislative Assembly to enact House Bill 1430 —

and thereby to impair — more than forty (40) years after-the-fact — the original arms-length

contractual arrangement negotiated between Mundet and Crown — and to erase the corporate
liabilities which Crown knowingly took on — through its purchase of Mundet stock — and its later
merger with Mundet,, even while Crown continues, even today, to reap the benefits of that
purchase.

Under these bizarre circumstances, it is respectfully submitted that the undisclosed and
unforeseen consequences of passing House Bill 1430 will be far reaching, and would likely
involve Crown and its insurers, Mundet and its insurers, and Crown’s and Mundet’s successors,
including the successors to Mundet’s Thermal Insulation Division.

Corporate liabilities do not simply disappear with a change in corporate form; that is why
the purported “innocence™ of a particular corporation does not matter. Specific kinds of
transactions have certain consequences. The general rule is that when a company buys the
shares of another company, or merges or consolidates with another company, the predecessor

ceases to exist and is merged into the successor or both cease to exist and are consolidated into a

® In contrast to these circumstances in Virginia — and that in Indiana — states where Crown does have manufacturing

plants — Crown has absolutely no manufacturing, sales or distribution operations anywhere within the State of

North Dakota — and as stated above — neither Crown Holdings, Inc., nor Crown Cork & Seal, are registered or
licensed with the Office of the North Dakota Secretary of State to even do business here in North Dakota,
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new corporation. Under these ciréumstances, the successor corporation retains the liabilities of
the predecessor. See, e.g, Va. Code Ann. § 13.1-897(4) (“All liabilities of each domestic or
foreign corporation or eligible entity that is merged into the survivor are vested in the survivor”);
15 FLETCHER CYCLOPEDIA CORPORATIONS §§ 7121-22 (1999).

All corporations and their attorneys know this. Crown knew this in 1963 — and Crown
knoew this again in 1966 - when Crown deliberately entered into these contractual
arrangements. This 1s well settled, predictable corporate legal doctrine. And because it is so
well-settled and predictable, corporations are able to rely on this law when they decide which
course of action to take in an acquisition.

A corporation may choose to buy only the assets of another corporation, and not the
liabilities, but that is not what happened here. Crown — a multi-million dollar, multi-national
corporation —- structured the transaction in which it acquired Mundet — a family owned
business sold by the executors of the estate of Joseph Mundet. Crown decided to opt for a stock
purchase and merger (instead of another form such as a limited asset purchase) in which it
acquired Mundet’s assets and liabilities. When Crown sold Mundet’s thermal-insulation assets,
by contrast, the buyer expressly assumed only the liabilities arising on or after the date of sale,
see Exhibit 3, and therefore upon merger, Crown retained those Mundet liabilities that arose
before the sale. This is consistent with corporation law of virtually all states — including North
Dakota, Virginia, New York, and Pennsylvania that liabilities stay with the surviving company
following a merger. See, ND.C.C. § 10-19.1-102(2)(e)(1); and The Downtowner, Inc. v.
Acrometal Products, Inc., 347 NNW.2d 118, 121 (N.D. 1984); Va. Code Ann. § 13.2-897 (4),

N.Y. Bus. Corp. LAW § 906; 15 PA. CONs. STAT. § 1929. This is why Crown historically has
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not challenged its successor liability for compensatory damages — here in North Dakota — or in
any other American jurisdiction.

Moreover, as it pushes for the enactment of state legislation such as North Dakota House
Bill 1430 — and Virginia House Bill 1762 and Indiana Senate Bill 469 —~ Crown avoids the fact
that it has benefitted for over 40 years from its stock purchase and subsequent merger with
Mundet. It purchased the majority of stock of Mundet, a strong competitor in a desired market,
and obtained sought-after operations that reduced its costs. There can be no doubt that Crown
benefitted all these years from that transaction. Yet Crown seeks to use changing corporate
forms and special legislation to keep the benefits while jettisoning the liabilities at the expense
of claimants. The law does not permit that kind of manipulation of the corporate form through

special legislation.

The especially troubling thing about this bill is that it is likely to cause confusion and to
radically change settled expectations regarding mergers, acquisitions, and assumptions of
liability in corporate dealings.

The assumption of liability rules noted above are longstanding, well known rules. This
bill will inject a huge exception into those rules that courts and commentators will have to parse.
Not only will the constitutionality of this bill be questioned but — but in the unfortunate event
that it should be passed - the North Dakota business community will have to determine what
implications this bill will have on their future operations and acquisitions.

For example, if one company decides to acquire another company, could it possibly have
successor purchased company status under the act? What does this mean in terms of the type of
acquisition that the purchasing company should be undertake? What effect will that choice have

on the purchasing company’s liabilities, form, structure, assets, taxes, etc.? Will this act open the
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doors for other similar acts of special legislation that other companies may lobby for to obtain
special privileges or immunities? And, if so, will the exceptions ultimately swallow the general
rules and completely destroy the current well settled and predictable nature of North
DakotaVirginia corporate law?

CONCLUSION

House Bill 1430 is unwise, damaging in far-reaching respects, and it is unconstitutional —
for all of the foregoing reasons. This bill has been drafted to benefit only one entity, Crown. If
the Legislative Assembly should go so far as to pass House Bill 1430 into law — it shall serve to
imnpair the substantive rights of North Dakota’s hard-working citizens — and it assuredly will
upset the settied expectations of North Dakota businesses. House Bill 1430 is neither good for
North Dakota business — and its effects, if enacted into law, would be seriously injurious to
North Dakota’s citizens.

As such, it is respectfully submitted that House Bill 1430 should either be withdrawn — or
it should be given a “do not pass” recommendation by the North Dakota House Judiciary

Committee.
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OROWN OORK & SEAL COMPANY, Ino, {"O:ovm"). party of the sezond pay

AGREBMENT made this 7th day of Navember, 1563, by and betwe @

)

.};

' Jodeph J. Mundat, Degsased ("Executors®), parties of the first part, and .

PAULA MUNDET and TROMAS F,*BOYIE; co-sxeouteriof the Bstate of
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A. WHERRAS, the ixecutors, tho owners of 18,689 shares of |

the oapital stook of Mundat Oork Gorparation, dasire to sell the snid

s

ohares) o ,

-

WHBRM. Executots thmuvh their duly authorized agent

Refriolds & Co,’ ou! m Broadway, }Iw York, han granted to Orowh an

nx?iw

cption to puruhusa waid 18,600 cheres of capital stook of Mundet Oork m;

i

Qorporatien, a New Yok corperation, subjoct to the terms set forth in ‘.‘s;

‘ the option; and -. ‘:;
WHBRBAS. Trown danl:oa to exercise the option upon the' ‘:

terma and aondmtm: tharein mmd ' ns well as the terms and conﬂlttonlg

, stated herainhalow ’ ‘ Zg
' ", .4

NOW. 'IHRRBPORB. the puruan acraamq to be mutally bound i%

hamby. for good and ndequuu oonll.daratlen now aqree a8 followst %
<4, THa Exeoutors agree to eall and Orown agrees to buy 16, 6895..

charas of the oapi}al stock of Mundet Uork Oorpontlon for the pﬂoe of §
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" At such glosing the b:euutnra will delver to Grown 16,580 vharee of ¥

S T

LT,

4, The alosing shall be hald ot the offisos of Reynolds & Oa. -
120 Broadway, New Yotk New York at 11:00 A.M,, November 14, 1953\.

&l
l

the capital atook of Mundet Qork Gorporation,duly andersed for tronsfar ¥
in such form aa to permit s valld mzmsfur to Orown, and with alt s

nooeuenv tax ntampe affixed. At tha alualnq. and upon dellvery of

the ntock certifiostes ap eforesaid, Grovwn will deliver to the mecutors; '

i

of the pereoms named balow, na the onse may be, certified or bank i
" ohacks drawn on New York ﬁmds, as !ouoml '%
+ {n) Io Reynolds & Oo. or e:rder for thelr commiaaiors in 'g

-]

. this transsotion, ' ;:

. ' . . %

(b) To Cliasd Manhattan Bank or crder an amount which 1;;

will pay the principsl and intorast of the Bstdte's :ndthaangég_

. - 2 + a

to, such bank, ' i

» * “u 'é

{0) To Hudson Trust, Company ot order sn amount which l’%

In'

will pay the principal and hi'td'tql.t of the Eatate's lndt;b'tednoi_n:

tq sush bank, ‘ " ¢

re

(d) To Paula Mundat and 'ﬂmmu noylo. oo-axauutors

of the Estate cg]oneph J. Mundet, or order, for the balance !

of tha w&haaa pzlue.. : , N

;&:—:«‘:*-?aamﬂ wu{?s:fé%‘c{m

8. Orown wu.l mdka offefs to" tho holderp of the ramalning * HE
.091 swtaﬂndlm shnron of Mundat Cork Corporation to purchase su
gharas nml phy the oum of $277,844 iur-aauh augh ahare of Mundat sbéq‘.

17
as may ba delivered by such othar ntoakholders with duly enderegd ntq§
Lot
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uenmautes and with all munua.r;r test sta.rnpn affixed to auynohla & 00.:‘5
at {ta offices at 120 arondway. New York, Naw York withiy thny (30) - ?
dayn after closing hmunﬁar: and ah‘dll thmafter distribute such {F
purohass monay. to such other agnekhold.ei‘l tupon thelr doltvering thair , ‘i
certifiontes 2 sbave dascribed to Reyrialde & Go, o 1.5

8 'rhin nqrnmnnt oomututes the antl.ra agrosment hetween :%
the paruan. Nu purty heroto has mada any ropl'euntpﬁon to any other ‘i
. party hu'ctb whtqh ‘f hot sontained haretn. ' . «:‘;

N, e 2
’ ] \ ig
. mmw WHW, the P&l’“ﬁﬂ heareto hgva maruhme- i

ably net thaetr handl end eapls, the dav and year first above wreitten,

1 ]
L

Attesty . GROWN OORK & SBAL COMPANY; INOL;

%@@N Z %M
R: Werren, Booret + Blatr, Vice President and .

asuraer
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1IN THE UNITED STATES DISTRICT COUR?YT

POR THE WESTERN DISTRICT OF TEXAS

BAN ANTONIO AND ADSTIN DIVISIONS

ARTY A. HAWKINS, BT. UX. I

vs. ]

FIBREBOARD CORPORATION,
ET. AL. ’

ol B % B

DEPOSITION OF @ N PV
E.J. STANSBURY '(‘ '
\

S

taken on the l16th day of December, 1983, in the offices
of Mr. Richard Mithoff, 3450 One Allen Center,

Houston, Barris County, Texas, betwsen the hours o£_
1:40 p.m. and 3:40 p.m., pursuant to the Federal

Rules of Civil Procedure.

COASTAL REPORTING SERVICE
2241659 :
Page 1
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I went to work for Mundet Cork Corpoeration in'
1945.,.

What was your first position with Mundet
Cérporation?

Estimator and sales engineer.

Where did you go to work for them? .

Houston, Texas.

Where is Mundet or was Mundet Corporation based
at that time?

Based at North Bergen; -New Jersey. -

And what wag the primary business of Mundet

Cork Corporation?

‘At that time, they sold corks of all types,

pipe covering, boards fof cael storage, bottle
caps, gaskets, and that was the primary or the
sole manufacturing of that company.

And that was a m#ﬁntacturing operation you're
discussing?

That's right, and that was a contracting |
organization, too.

Whare were tha different contracting divisions

of Mui:2st Onrk located?
New York, Atlanta, Jacki~m. aiala.
Jacksonville, Plorida?

Florida. Houston, Los Angeles, San Francisco,

COASTAL REPORYING SERVICE
224.1659 Page 6
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0

Yes, sir.
could you describe for us briefly what insulation
products were, in fact, manufactured by
H;ndet Cork Company?
MR. HARMON: T object unless you
pelnt out in what tige at
this point you are talking

about.

MR. BUDD:

When you f£irst started working for the company -
all the way through until you stopped worging

for the company, and if you could, just deacribe

for me what insulation products ware manufactured

by Mundet Cork Company?

After I had been with the company quite a few
years, if started managing magnesia.

You say magnesial

Pipe covering board and cenment.

Can you =~ '

85 percent magnesia.

Now, you describad 85 percent magnesia as 2

pipe covering. When was that first produced?
Early 60's, right in '60, It's hard to remember
dates. You realize I have no information to

deal with here with me, and I am trying to sgpsak

COASTAL REPORTING SERVICE

224-1659 Page 8
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from memory; and we are talking twenty-something
yoars, thirtf Years ago.

I'm talking about BS percent magnesia: and
n;t the calcium silicate product or anything of
that nature.
Lat's talk about that., The 85 percent magnesia
insulation, do you know when that was £irst
produced? )
I'da say 4in the aariy GOfaJ
What about the 85 pefpent magnesia cement
products?
About the same time because it was waste product
of the base material. .
And what about the BS percent magnesia board that
you described?
That wag all in th; pane area.f That's all made
togather.

Were there any other inaulation products that ware

manufactured by Mundet Cork Company at any other

‘tine?

Not other -than the ones I mentioned a while ago,

no, air.

‘What _about the calcium silicate?

At that date,

And what date would that have keen?

CQASTAL REPORTING SERYICE Page 9
224.1659
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A Later 60'a. I'm talking about aft&i¥ '65, some-

where in there; '6¢, somewhere in thexe.

You said, Thermasel?

o And that is Mundet Cork Company?
A ﬁﬁndat Cork.

Q Ckay.

A Thermosel.

o

MR. HARMON: Is Tho¥mosel
your product yvou described?

THE WITNESS: When the cal-sil's
came out, magnesia went out.
They use the same r iz, the
same kiln. Th-,; had one
¥ i wso kilnse, at the most,

BY MR. ®UDD:

o I'11 asn.. vou to describe this. I'll hand you

what's going to Sa marked as Plaintiffs' Exhibit
Fo. 1.

MR. BUDD: We will give.the
couxt tepéxte: a minute for
that.

{The instrument rxeferred to was

marked Plaintiffs' Exhibit No. 1

for.'identification and is

attached herato,)

COASTAL REPORTING SERVICE
2241639 Page 10
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BY MR. BUDD:

¢

I'1ll hand you what's been marked as Plaintiffqs!’
Exhibit 1 and ask if you can identify what's
ﬁ;mbered there in the picture, numbered KN-8?
That's magnesia cement.

And is that the Mundat Cork magnezaia product
that you described earlier?

It could be, yes. 1 was in the contracting end,
-1n tha manufacturing end; and with private

label deals, you couldn't tell what it was you

were gotting. This was our bag that we used,

yea, sir.

And by, "wa," you mean Mundet cork2

Mundet Coxk.
And inzide that bag was BS percent magnesia
cement?

Correct,

Vihap d0 you remember seaing that packaging?

It was either early 60's or late 50's. 1t was

early 60's, I'm sure it was.

Now, I'll aak you to describe what's numbered on
there as XN-9 in the right-hand corner of
Plaintiffg’ Exhibit 1 or Stanabq;y 1.

That locks like -- I can't tell by looking at

the corner, but that looks like magnasia pipe

COASTAL REPORTING SERYICE
2241659 page 11
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hexe, those two mineral wools are private labels,
these two cements, six ;nd seven,

Thosa are from the products pictures on
s;ansbuxy 1?

Because we have mineral wocl plants.

Was thare any private labeling done of asbestos-
containing pxoddcta?

I couldn't tell vou. I was not in the manufactur—~
ing; and to give you an answer, I counldn't tell
you. I was not ~-- I was in the contract bhasis,-
and all of that wag ;one at North Bergen and at.
the home office.

And how much of it was done, I know thare
was some; but I don't ﬁnow how much and what
extent it was,

Was there any asbestos in any other products,
insulation produc?s that you described?
Thesae?

Yes,

Yes.

Which products contained asbestos?

85 bé:aght mag,

And would that include the 85 percant magnesia
pipe covefing?

Yes, sir.

COASTAL REPORTING SERVICE
2241659 Page 13
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Q And the cenent?
A Yesg.

And the block?

A Yean.

13 Would this also be true, would there also be

asbestés in the calcium silicate products that

you described?

i It would ba leass,

L Now, did the employees of Mundet Cork Company,
amploieee of the contracting division that you
described, woxk with'nundet Cork products?

A pigdn®*t guite -- did what?

1} bid the employees of Mundet Cork Company ior the
contract? . .iv'..ton use Mundet UGLR produc+-=

MR. HARMON: I object :: Lthe
form of the gueation because
it d44n't say he was makin§
a product outlor cork.

A That was what I was geiting at. Yes, we uge -=-

BY MR, BUDD:

6 I will rephrase it.

A Okay.

g pid employees of thq Mundet cark contracting

division upe Mundet Cork insulation products?

A Yas.

COASTAL REPORTING SERVICE
224.1659 Page 14
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you applied the two piecea onte the pipe and
wired ik,

Would thesa products ever need to be‘cut?
Yéa.: |

How would they be cut?

With a saw.

Circular saw, electric saw?

Depend on the size of the job, and, you knoﬁ,
whether it would warrant ha(*ng a circular saw
on the job., Most of the time we ware mostly

small contractors in the commercial end. We

usually used hand saws.

What about the calcium silicata products, would

that also ~--

Samea way.

Would that reguire cutting?

Yes, slr.

When we say, “hot insulation work,” what type
of job sites are you talking about with that?
What type of job sites, can you give us sonme
examnples?

Buildings like this one here,

Office bulildinga?

Office buildings.

Where would it be applied in offi&e buildings?

COASTAL REPORTING SERVICE
224.1599 Page 16
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On all the pipe and/or equipment like schools,

hospitals, just commercial buildings.

Did contracting divisions ever handle any

industrial joba?

Yesa, sir.
Can you describe some of those for us, what
type of industxial jobs woﬁld that bae?
We handled Monsanto, moéglz. That was the one
we handled longer.

And through the yo#rs. however, wa used
not too much Moneant;.matarinls bacause they hné_
some kind of rust particles. We did use some,
but most of the time we bonght Corning materials
for bigger jobs. And many times, we used gonme
of ours and we workéd out of their warehouse a
lot.
Now, when was the San Antontic contracting diviﬁion
opened?
In the 50's, somewhere in the early 50's,
somewhers in there.
Were there 85 percent magnesia products made by
Mu;dat being used when the San Antonio operxation
openad up?
Nery little,

ﬂgxe thare some?

COASTAL REPORTING SERVICE 11
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MR. HARMON: I will sustain that,
MR. WBBER: You don’t want to
askx him the real crucial isgsuse,
then we have objections. )
BY MR. BUDD:
Q Mz. étansbu:y, how long --
A Are you-all through? ‘

1} How long did vou continue working for Mundet

Cork Company?

A I worked with Mundet from 1945 until they asold .
their conmpany. '

Who 4id they sell the company to?

A Crown Cork and Seal.

a Now, when Mundet gold to Crown Cork and Seal,
did Mundet employess, that you know of, go to
work !or'Crowé Cork and Seal?

A Yes. |

1} And did Crown Cork and Seal contlinue to sell
Mundet Cork inventory?

A Inventory?

Yea.

A Yesa, for a period of about three months. They:
only owned it for about thrae hOntha.

Qe And would this inventory include 85 percent

magnaesia products?

COASTAL REPORTING SERVICE

2241659 Page 23



10
H

12
13
14
15
16
17
18

19

21

22

24

25

‘insulation after the purchase of Mundet Cork

Yea.

Yes.

And did Crown Cork and Seal continua contracting

Cbmpnny?

Yes.

And aid Crown Cork and Seal continuelwigh the
same warehouses and pame officas thai vere

previcusly occupled by Mundet Cork Company?

Pid Crown Cork and Seal coamtinue uaing products-
and £illing ordexs of products with the Mundet

nama b them?

Yeos.

And did you, as an employee, continues with the
same employee benefits that you had with the
Mundet Cork Company?

Yas,

Did the 85 percent magnesia products that you
have dascribed for us today that were manufacturéd
and distributed by Mundet Cork Company contain ‘
asbestos during the entire périod, that you know
of, that you worked for Mundet Cork?

Yﬂso

MR. BUDD: I think that's all

I have.

COASTAL REPORTING SERYICE )
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BILL OF SALE AND ABSIGNMENT

~
»
.
R T e
[
N

For valua received and Intending to be tegally hound, MUNDET
1 .
! CORX QORPORATION, a New York corporation, leoated at 7101 Tonnelle
1

IN-FY-EIRR | ML

Avenus, Notth Bergen; New Jersey maremafter rafar;ad to ag "BELLER), &
Division of Crown Cork & Beal.cqmpany. Inc., a New York corporation,
| located ut 9300 Ashton Road, Philadelpkia 36, Pennsylvania, hareby sells,

A SN TR AR b ot el e

. ] aseigne, grants, _conveys, transfers and asts over to BALDWIN-B!{RET-EIH.,
|

INO,, a Pennsyivania corporation, located at 500 Breunig Avenua, Trenton,

New Jerssy (hereinafter reforrad to as "BUYBR'), tha fouowing aegets, guods

1

chateels and rights of Saller's Thermel insulation Gonu-act Divgaiong 2

4. B "!.
. 3} Seller's inventory of fintshed gooda and work. in prooess at =
5

pelles’'s manufacturing cost or contract ooat, less 15%, whluhwar is lowar,

o R B A R VI T

‘all in the quantitias and at the locations apocifiad in Schedule 1.: attaohed

_herato and made & part hereof by referance;

2) Seller's sontraota m.pmgmsa, based upen costs from

e

February 1, 1964 to February 8, 1864, ns apacified in Bohedule 2, attached :

LT %‘E
3} Seller's contradts in progress upon which no-yrograsa billin gj

} hereto and mads a part hereof by reference;

e

have baen made, based on costs from Inception to Ianuury a1, 1964, as spe-@

i

c-.mm:aim.iaa

eified in Schedule 3, attached hereto and made a part hereof by reference)

4} Sellar's inventoty of raw matetials and useable pmohuad
" materials at Seller's purchass price, all in the quantities and at the locatlons

specified in §chedule 4, attached hereto and made a part hereof by retemnoq{,

| . :‘\ . T i i

o ‘.l“ t’-. l;' "';! ‘l"?&" swr f
. v e g .

.
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5) All accounts racelvable speoified in Schaduls §, attached

hereto and made a patt haraof by mgeranou,Emé

SR, TR P

 §

- "E.

6) All of the office furniture, fxtures, equipment and small g

" }",ﬂ‘

tools located in the branch offices of Seller, identifiad in Scheduls 8, B
3 ! .

attached hereto and made & part hereof by refersnce) iﬁ
7} Any and nll rents and/ot deposits on Lanses aa tdantified in 3

Schadule 7, attached heteto and made a part nereot by raference; g

. -

8) ‘The itoms of machinary and oquipment located at Seller's "-i

North Bergen,; iWew Jersey plant, ag epecﬂﬂod in Bohedule 6, attached harato ?
and made a part hereof by reference; L%
9) All of Seller's tight, titta and interast in all Thermal Inaule-

l‘l

tion Contracts and 6§ Parformance Bonds, identified and speoified in Sohadule. ‘::
o

9, attached herato and made & part hereof by refatence; ¥
' b
‘fJ

The patties have executed a master contrast and hond aspigne:; ?

ment form and agres that raproductions of suoh form with individual contradt '3,.;;
numbers and names ineertad shail be attached to each tndividual contract ‘lfl
and shall be cennidered as an crigins] exeouted aasignment, i
. ' N ‘?;

'thé acntract files shall ba :_:hpuieal%y delivored to Buyerat ;

a time and place designated by mutual agreement of the parties, z
10) Al of Bellar's right, title and interest iri the Branch Manmr &

i‘l

Qemtracts in effect, identified and apaaiﬁed in 8ohadute 10, attached hareto f
and made,a part heredf®by refstance; ‘ 'z
: ' ':
=

' y A

008 i
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The time and piace of physical delivary of eaid contracta
phall ba agreed to by tha partiss.

11) Al of Beller's right, .tltle and intersst in the Branoh Offices
and Warehougea leased by Seller and assigned to Buyer und;r paparate and
{ndividual Assignments, identified and spaoiﬂzé {9 Sohedule 11, attached
herato arfd made a part hsreof by refersnce;

12) Al of Reller's right, titls and intarest in throe {3) Vehicle

Louges, Identified and npecified in Schedula 12, attached herato and made
a pa:t hereof by rafarence. .

To have and to hold the aasets and righte hareby transferred and

assigned or intendad to be trensfamred and ageignad unto the Buyar, foraver,

1

Upen recaipt of written notice from Buys~, within one year from

Pehruery 28, 1964, Sellar will axecute and deliver to Buyer suck doouments

ae shall be necsssary to grant to Buyer a perpetual, royalty~fres, exciusive
werld-wide liosnse for the use, in connection with the manufacture, distri-
bution and tnstallation of thermal insulatien, of Bl.;ﬂh of Baller's present
trade names and trademerka a# are apecified in that notics, ’
Bellar dppoints Buyer {ts true and lawiul attomay,"'vjlth full power
of substitution, to demand, receive and solloot all meneys, alaims or rights
dus or to bauorqa due from the maaets and riohts hersby sold, assigned and
wansferzed, and to give raceipte and relausaaiwi!h rospoé:t thareto, and to
tnntituta any necassaty prooesdings to coileot or enfarce any guoh moneys,

]
olaime or rights, . ,

A
V gellar agrast to exeouts and daliVer to Buyer all such furthor in-,
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struments of dasignment or other doouments, and to take all such cther aotion
a8 may be necessary or, in Buyer's opinion, desirahie to fully convey and
asaign to Buyer Htle to all tha asests and rights hereby sold, asslyned and

tranafsired or intanded so to ba,

and sncumbrances of any nature whatsocever,

Seller represents and warrants to Buyer that the amounta Jated on

8chedula § hereto dre &ua.and owing in full to the Seller on the date hereot,

and are not subject to any deduction, defense, set-off, or counterclaim of any T

nature whatsoaver,

’ . Purauant to Parsgraph §, page 2 herain and S8cheduls §, sums of
money collsoted through Februsry 24, 1964 ara horaby deducted from the total
recaivehles raferred to in Pamgraph §, page 2 and fcheduls 5, Collections
applicable to theve receivablas and other monlen ogilested, owing to Buyer
after February 24, 1864, will be remitted daily by Seller to Buyer.

In the event of any gales, tranafer or aimilar taxen ngd with

1espact to this Bill of Bale or any Aaaiqniuenta theraunder, or any future Assign -

ments negeasary to be made to Buyer by 8siler, suoch taxes shall be divided

squally batween Buysr and Seller, .

Balle covenants that for fivo (8) yoars after Fabruary 2B, 1964, it

will 1.0t enguge in the produation of caloium siloate or magnesia at its Notth 4

Borgan, Naw Jerasy plant, or sell such plgnt to another company for the pro=
18

Etut]tlo'ﬁ of Euqh‘pmdgeto. and Ballar wiil;not ahgage in the Thermal Insulation . |[

Contract busineas for such period of time, ' "
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Tt . . ,
. Thie Bill of Sale, convayance and Asplgninent and the covenants
hereiri contained shall intite te the benafit of, and shall bind, the raspactive

partien hatreto and their respective legal representatives, successors and

T assigns, ‘ .

IN WITNEBS WHBREOF, the Beller han caused this instrument to
bo executed by its duly authorized executive officars and its corporste saal - '

affived by its Asaistant Soorataty e of the Sth day of Pabrvary, 1984,

MUNDEY CORK CORPORATION, a Division,

STATE OF FENNSYLVANIA @
‘r\ COUNTY OF PHIADELFHTA ;
. ré ! On this tha”/d‘
F i { f ay c{ february, 1964, I':ature me the undargignad,
. !  Notary Publo, perzonally eppearod TV £ %ﬁ.‘!"“ acknow- &
ledged h{ms.elf to be o - //‘4 of Mundet Qork Garporation, ¢

a Now York oorpomt!qn; and that ha as such d /é‘ M 1 being

authorizad to do a0, axecuted the foregoing BILL QOF SALE AND ASSIGNMENT j—j

* - PR | A

1

for the purposes therein containad by signing the name of the gorparation by 1

. himeelf as \ ;?:
a ““‘uflllh"l,’, I.I

: Witness my hand and notarial soal, '..\-‘,‘-_\\J‘!.j‘y ':'., o
! - T4 . # " ."'l Ay i
- el
: ) A 3

' - Notety, PU5Ug, 1 / p,/ 3

' wgmwo*?-‘rwm,, D @

Phiadephie, mwm;&'jr ' %

. . ' Sy Lopmttertan tacka ta) st 2

l o : nty B

1 . ,'3
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Far valus receivad end inwndim to be Iegally bound, Buyer for ;1

itealf, ita successors and assigna, hersby assumes all Habllitles and obli- ﬁ,{

x
gations of the Baller aminq from and after Pebruary 8, 19684, undar tha Laanae
Contradts and Performance aonds, identified and Specified on Bohadulas 9, «‘i;

110, 11 and 18, attached to the'foregoing Bill of Bale and Assignment,

-~

ol e : -
- Eeen R .
PR TRV B LA PR

Attaé't;: DR " prasident

Secretary

STATE OF (M . : i

© couNTY OF Cinle.

.

Pt 1)

On thia, the ﬂo&ﬁy of February, 1964, befors me, the undan
signed, a Notary Publio, personally eppeared N
soknowledged himsslttabe (Rtsednd  of baldwin-EnsoteHill, In~.
a Pannaylvania cotporation; and that he as auch @/W:'ﬁ"z( » bulng

authorized to do so, axecuted the foregoing Assumption for the 'purposaa

TSI

2 wo

therein contatned by signing the name of the corporation by himsslf aa

Witneas my hand and notarial seal, .

-
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SLOSING STATEMENT
{Cut~Off Date ~ Pobruary 8, 1964)

IBLLERr Mundet Gork Corporation, A
- Dlvision of Orown Jork &
8aal Company, Ino,
8300 Ashton Road
Philadaiphin 26, Panna.

BUYER: Baldwin-Ehrat-Hill, Inc.
500 8raunig Avanue
Trenton, Now Jorsey

DUE BELLER DUE BUYER

1AS1C PURCHASE PRIGE
JInoluding plant machinery and equipment,
‘trada namss. tredamarks, and nagétive

§ 500,000, 00

covanants

INVENTORIES;

" gohad .
Pinlshed goods = work in prooeass -
Baller's manufacturing oost or contract
aost, less 15%, whichaver in lowar

317,190.48 :

. Bohedula 2

Conta on contraota in progreas’
From 2/1 t0 2/6/64

206,724,78

Sohadule 3 .
QOasts on aontracty {n progress
- Pram Inception to 1/31/84
(no prograsa biiling mads)

€1,409.92

L4

: Sohedule 4
Raw matarisals and useable purchasad
matarials at Seller's putchane prics

§22,62%.08

ACOOUNTY RECEIVABLE)
- gehodulo 3

Lers payments 2/9 to 2/24/64

1,924,5867.24 .
: : “§ 205,153,u4

. fohedule §
BRANGE OFFICA EQUIPMENT,
FURNITURE, FIXTURES & 8MALL TOOLS:

48,600, 00
- §ghedyle 7
FRORATION OF FEBRUARY RENT
AND DEPOSITE ON LEASES; . $,760.03
\ N
TOTALS §3,676,072.43 § 386,153,864 .
tegm Amownt due Ruyer EXHIBIT ° 295,153, 64 :
- ; o ' .
T AMOUNT DUE SELLER I D ] 93,201, 018,79 n1%
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Crown Cork and Seal, Inc. v. Aetma Casnalty and Surety Company

September term, 1978, no. 1292

COMMON PLEAS COURT OF PHILADELPHIA COUNTY, PENNSYL-
VANIA

1980 Pa. Dist. & Cnty. Dec. LEXTS 248; 16 Pa. D. & C.3d 525

October 9, 1980, Decided

COUNSEL: [*1] Robert R. Reeder, for plaintiff.

Dean F. Murtagh, Richard M. Shusterman, Richard
K. Masterson and Robert M. Brition, for defendant.

JUDGES: FRATTIS, J.
OPINION BY: PRATTIS, J.

OPINION
[**525) Preliminary objections to complaint.

PRATTIS, J., October 9, 1980 -- Crown Cork
and Seal, a New York corporation with major of-
fices in Philadelphia and plants in diverse sections
of the [**526] United States, brought the instant
petition for declaratory judgment in this court to
seek a ruting on its rights under certain contracts of
insurance entered into at diverse times with defen-
dants Aetnz Casualty and Surety Company, Insur-
ance Company of North America, Employer's Mu-
twal Liability Insurance Company, Continental In-
surance Company and Lumbermen's Mutual Casu-
ajty Company.

During part of its corporate history, Crown
Cork and Seal owned the Mundet Cork Corpora-
tion, which included the.Therma! Insulation-Con-
tract Division, a manufacturer of products contain-
ing asbestos.

% 13 ¥
Begmmng _&m i‘gle falyw?&w% Apetmongjwas
named as defendanwtjmywa SEI'ICSﬁOf!PefSOHﬁIE;D_]HﬂeS

actions in courts:of diverse locations throughout the
United States. These actions sought compensation

for personal [*2] injuries to the claimants therein
arising from their work with asbestos products. It is
uncontradicted that the claimants in question came
in contact with products manufactured by petitioner
or subsidiary corporations of petitioner, which
products contained asbestos. Claimants claimed the
asbestos caused their injuries.

At the time this petition was filed, 91 such
cases had been filed against petitioner throughout
the United States. At the time this case was argued
in July, 1980, 650 cases had been filed agamst petl-
tioner. Petmonér' lairis; thatjall{of-theSe. cases Fise
because,” "of - its nershnp"f}f;Mugdet*Corpomtlon

ands ltsb'[‘hgl:r”naltmsumn Division:

o Agtia, g&“ﬁél& &gﬁ!’S‘?Company;gwas*sthe
primary \Iliablh elcarrictyforaNinhidetifor
theﬁ”“emfbso}thmugmulyﬁﬁ%ﬁsﬁ? Aetna Casu-
alty & Surety Company was the primary liability
[**527} insurance company for Crown Cork and
Seal for the years July 1, 1960 through May 1,
1966. The Insurance Company of North America
was the primary liability and excess carrier for
Crown Cork and Seal for the period of May 1, 1966
to May 1, 1970. Employer's Mutual Liability Insur-
ance was the primary liability excess carrier for
Crown Cork [*3] and Seal for the period of May 1,
1970 through May 1, 1974. Continental Insurance
Company was the primary carrier for Crown Cork
and Seal from May I, 1974 to July 1, 1976, with
excess insurance being carried by Lumbermens
Mutual Casualty Company. Fromaduly N&r 1976$to

the' presentﬁpetltlonerm?ﬁ'; ; ‘e‘nfselfwmsured
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Crown Cork and Seal alleges that prior to the
filing of the petition for declaratory judgment, it
had spent $ 75,000 in the settlement of claims, as
hereinbefore discussed, and $ 15,000 in the defense
of such claims. Crown Cork and Seal had sought fo
have defendants defend the claims and pay the set-
tlement or verdict, if any, but in each case, where
such defense and indemnity was sought, it was de-
nied,

The crux of the present case, as in almost all of
the other "asbestos cases” turns on the resolution of
the question of whether the thousands of sufferers
who have endured physical deterioration and death
from exposure to asbestos were individuals who
had suffered “accidents” within the meanings of the
insurance policies carried by various manufacturers
and distributors of asbestos products. Whether there
had been an “"accident" has been construed to de-
pend on whether {*4] claimant manifested symp-
toms of the physical deterioration during the policy
period or whether the claimant had been exposed to
the injury causing substance during [**528] the
policy period. In the former instance, carriers on the
risk during the frequently many years that it takes
for the physical deterioration to manifest itself can
successfully avoid defending and paying. In the
latter instance, the various insurance companies on
the risk throughout the period of exposure to the
endangering substance can each be said to have a
proportionate share of responsibility for the defense
and indemnification. Thus, insurance companies
invariably argue for the "manifestation theory," and
the claimants invariably argue for the “"exposure
theory.” It is unnecessary at the state of this litiga-
tion to elect one theory or the other since the only
issue before the court is whether the preliminary
objections filed by Aetna Casualty and Surety
Company can prevail,

In the preliminary objections, Aetna Casualty
and Surety Company argues that the petition for
declaratory judgment fails to attach the complaints
that claimant has filed against petitioner and conse-
quently determination of coverage [*S5] cannot be
made absent such complaint, that the petition does
not set forth sufficient facts to enable Aetna to de-
fend coverage as to each claimant's claim and fi-
nally that this court is without jurisdiction to decide
the declaratory judgment petition absent the joinder

of the individual claimant's actions against peti-
tioner,

DISCUSSION

The Declaratory Judgments Act, 42 Pa.C.S4. §
7332, provides: "Courts of record within their re-
spective jurisdictions, shall have power to declare
rights, status, and other legal relations, . . ."

Section 7533 of that act provides further:

"Any person interested under a deed, will, writ-
ten [**529] contract, or other writings constituting
a contract . . . may have determined any question of
construction or validity arising under the instrument
... contract . . . and obtain a declaration of rights,
status or . . . legal relations thereunder."

The Supreme Court of Pennsylvania has held
that the declaratory judgment device is an appropri-
ate means for resolving controversies relating to the
extent of coverage under a policy of insurance. This
15 so whether the petition is brought by the insured
after a denial of coverage by the insurer, Friestad v,
Travelers Indemnity Co., 452 Pa. 417, 306 A. 2d
295 (1973), [*6] or by the insurer seeking to de-
termine the extent of his obligation to the insured:
Liberty Mutual Insurance Co. v. S.G.S. Co., 456 Pa.
94, 318 4. 2d 906 (1974). The court clearly en-
dorsed the declaratory judgment as a viable means
of resolving such controversies even when alterna-
tive forms of action are available and even when a
dispute as to the facts exists, making the declaratory
Jjudgment something more than the mere construc-
tion of a written document.

What is essential for determination and what
the petitioner seeks in a declaratory judgment are
answers to the questions relative to specific written
policies. Was there a contract of insurance? What
risk is insured against? Are the claimants individu-
als who have been subjected to that risk? All these
are questions which can be answered in a declara-
tory judgment proceeding.

In the present case, the extent of the underlying
litigation is undisputed. The resources of defendant
and plaintiff are more than ample to collect and dis-
seminate whatever information is required for the
adjudication of specific claims. If dates, medical
reports, identity of parties, identity of companies,
[**530] beneficiaries and the like [*7] are signifi-
cant issues, discovery is available,
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The more difficult question is whether, having
resolved these questions, an action for declaratory
judgment can subsist where, as here, the injured
persons whose claims have been asserted against
the insured, have not been joined in a declaratory
Jjudgment proceeding between the insured and his
putative insurers. The leading Pennsylvania cases
seem to suggest a negative answer. Thus, in Key-
stone Insurance Co. v. Warehousing and Equipment
Corporation, 402 Pa. 318, 165 A. 2d 608 (1960),
the court held that an injured party who had secured
a default judgment against an insured was a neces-
sary party in & declaratory judgment action brought
by the insurer to deny coverage to the insured.
Similarly, in fns. Co. of State of Pa. v. Lumbermens
Mutual Casualty Co., 405 Pa. 613, 177 4. 2d 94
(1962), the court held the insured and the claimant
were necessary parties to a declaratory judgment
action brought by one insurer for concurrent cover-
age from another. Both plaintiff and defendant in
that declaratory judgment action had issued policies
to the insured covering the time of the accident. As
Mr. Chief Justice Jones pointed [*8] out in his con-
curring opinion in Keystone Ins. Co. v. Warehous-
ing and Equipment Corporation, supra, what was
sought in these cases was the specific termination of
the rights of a third party beneficiary of the insur-
ance contract. In both Keystone and INA v. Lum-
bermens, supra, the insurance company was seeking
a declaration with reference to coverage of a single
incident.

Clearly these principles are refiected in the re-
cently enacted Declaratory Judgments Act, <2
Pa.C.SA. § 7531 et seq., with the proviso in section
7540(a) that: "When declaratory relief is sought, all
[**531] persons shall be made parties who have or
claim any interest which would be affected by the
declaration, and no declaration shall prejudice the
rights of persons not parties to the proceeding. . . ."
However, none of the prior Pennsylvania cases,
now codified in section 7540(a), dealt with the use
of the declaratory judgment process as applied to a
real controversy between the insured and the insurer
where the class of claimants is indefinite and to
some extent even unknown. Thus, in Reifsnyder v.
Pitisburgh Outdoor Advertising Co., 396 Pa. 320,
152 A. 2d 894 (1959), cited with [*9] approval in
INA v. Lumbermens, supra, the court held that fail-
ure to join known minority shareholders prevented
Jjurisdiction in equity because their "rights are so

connected with the claims of the litigants that no
decree can be made between them without impair-
ing those rights.” Similarly, in Gardner v. Alle-
gheny County, 382 Pa. 88, 114 A. 2d 491 (1953),
the parties alleged to be indispensable were the sev-
eral Federal agencies that minutely regulated the
defendant county airport and in Gavigan v. Book-
binders, Machine Operators and Auxiliary Workers
Local Union No. 97, 394 Pa. 400, 147 A. 2d 147
{1959}, a seniority dispute involved construction of
an employment contract fo which the employer was
indispensable in litigation as in fact. *

*  Significantly, in Friestad v. Travelers, su-
pra, the failure to join a known claimant --
which had in fact asked leave to intervene --
was not considered as an impediment to the
exercise of jurisdiction.

In view of the court's holding in [*10} Friestad
and Liberty Mutual Insurance Co. v. $.G.S., to deny
the use of the declaratory judgment in the present
case would be to deny its applicability in the cir-
cumstance [**332]. where it is most useful. If an
insured has a real controversy for adjudication
when there is one claim outstanding, how much
more does he have a real controversy when faced
with 600 claims. When the controversy is framed
by the litigants as: Does "X" have rights under the
contract of insurance between insured "A" and in-
surer "B," obviously there is a case and a contro-
versy [and "X" is an indispensable party]. But when
insured "A" sues insurer "B" to determine whether
"A" or "B" must bear the cost of defending against
600 X's and to determine whether a single contract
of insurance was written to cover the risk of loss to
600, or 700 or 1,000 X's that too presents a distinct
case and controversy — between "A" and "B." The
fact that every "X" is not present or, more likely,
not known does not divest the court of jurisdiction,

A comparable problem is presented to the
courts in class actions, There, the fact that a/l poten-
tial members of the class do not opt in does not pre-
vent a binding adjudication [*11] as to those who
do. Both class actions and declaratory judgment
actions are designed to facilitate the resolution of
numerous controversies through the litigation of
one basic controversy. There is obvious merit in
such a process even though all potential litigants are
not present or bound. Hence, in the present case, an
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. adjudication of the coverage controversy should at Accordingly, the preliminary objections of de-
least prevent the present parties from relitigating fendant Aetna Casvalty and Surety Company
that issue 650 times. should be overruled.
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

CROWN, CORK & SEAL COMPANY, CIVIL ACTION

INC,

v.

LI L I L T Y

EMPLOYERES INSURANCE OF WAUSAU NO. 995-4904

MEMORANDUM ORDER

This case arises from a March 1985 settlement agreement
(the “Agreement”) between plaintiff and its insurers, including
defendant, regarding each insurer's primary and excess coverage
of plaintiff's asbestos claim liabilities. The Agreement sets up
a two-tiered structure for disbursement of funds to plaintiff,
under which each insurer compensates plaintiff for settlement or
judgment costs (“indemnity costs”) and defense and other
administrative costs. After each primary insurer's contributions
has reached a certain level {the “aggregate limit”}, that insurer
is discharged from further respongibility. Each of plaintiff's
excess liability insurers then contribute funds for similar costs
until its aggregate limit is met. Defendant is both a primary
and excess liability insurer of plaintiff.

The Agreement also names a third-party administrator
(the “Administrator”) to process and maintain records of the
asbestos claims. It further provides that the insurers would pay
a pro rata share of a specific pexr file service fee to the
Administrator in return for these processing tasks. The original

gservice fee was $75.



The Agreement contains a Pennsylvania choice of law
provision. The Agreement contains an integration clause and
provides that no amendment or modification will be effective
unless set forth in writing. In a subseqguent written amendment
to the Agreement in Oc¢tober 1986 (the “First Amendment”}, the
parties named plaintiff as the Administrator and provided for a
service fee of $95 which could be renegotiated after two years.
In & written amendment in October 1988 {the “Second Amendment”},
the parties increased the service fee to $104.50 for the
following two years with a right thereafter to renegotiate the
fee “to provide for such adjustment as may be required to reflect
the increases in the Consumer Price Index.”

In October 1996, defendant notified plaintiff by letter
that it had obtained a bid of $40.00 per file from an ocutside
party to perform the Administrator duties and asked that
plaintiff renegotiate its service fee. Plaintiff did not
respond. On December 1, 1996, defendant notified plaintiff by
letter that it would consider plaintiff to be in breach of the
Agreement because plaintiff had not replied to the earlier
letter. Defendant further stated that thereafter it would
reimburse plaintiff according to a $40 service fee and did so for
several billing statements beginning December 1, 1996.

Plaintiff and defendant then engaged in negotiations

about the service fee in December 19%7, but did not agree on a



new fee. In February 1998, defendant began to reimburse
plaintiff with ite share of a $60 fee, rather than $104.50.

Plaintiff has asserted claims against defendant for
breach of contract for its failure to pay its pro rata share of
the $104.50 service fee and for defendant’s inclusion of service
fees paid in its calculation of its total contribution towards
its aggregate limit. In a counterclaim, defendant seeks a
declaration that it satisfied the full $20 million aggregate
limit of excess insurance coverage required under the Agreement
because it has paid that amount in defense and indemnity costs
and service fees, that it had a right to reduce the service fee
and that it has complied with its obligations under the Agreement
and the Amendments. Effectively, the counterclaim simply asserts
an affirmative defense that defendant has not breached the
contract.

Presently before the court is plaintiff's Motion for
Judgment on the Pleadings on defendant's counterclaim.

Defendant suggests that plaintiff’s motion is really
cne for summary judgment because whether service fees count
against the aggregate limit can be resolved only by resort to
extrinsic evidence and because the counterclaim regarding the fee
reduction is predicated on a course of dealing which defendant
presumes can be shown only with evidence beyond the pleadings.

Defendant suggests that both parties be allowed to muster and



present additicnal evidence. The short answer is that if
judgment requires resort to matters beyond the pleadings, the
motion will be denied. Plaintiff has characterized its motion as
one for judgment on the pleadings and has based it solely on the
pleadings and appended contract. The court will treat the motion
as styled.

A motion for judgment on the pleadings pursuant to Fed.
R. Civ. P. 12{c}) is governed by the same standard as a motion to

dismiss under Rule 12{b) (8). See Turbe v. Gov’'t. of the Virgin

Islands, 938 F.2d 427, 428 {34 Cir. 1999}. The court thus views
the factual allegations in the pleadings and the inferences
reasonably drawn therefrom in a light most favorable to the non-
movant, and grants the motion only if it is clear from those
allegations and inferences that the non-movant can prove no set
of facts in support of his c¢laim which would entitle him to

relief. See Jablonski v. Pan American World Airways, 863 F.2de

28% 29%0-91 {24 Cir. 1988). The court may also consider a
document explicitly relied upon in or appended tc the pleadings
without converting the motion to one for summary judgment. See

Shaw v, Digital Equipment Corp., 82 F.3d4 1194, 1220 {(3d Cir.

1996} ; Pension Benefit Guar, Corp. v. White Consol. Indus., 598

F.2d 1192, 11%6 (3d Cir. 19593).
Like other agreements, settlement agreements are

construed according to general contract principles. See New York



State EBlectric & Gas Corp. v. FERC, 875 F.2d 43, 45 {3d Cir.

1989) . A court examines a contract to ascertain the intent of
the parties as manifested by the language of their written
agreement. See Duguesne Light Co. v, Wastinghouse Elec. Corp.,

66 F.3d 604, 613 (3d Cir. 199%); Bethlehem Steel Corp. v. MATX,

Inc., 702 A.24 39, 42 (Pa. Super. 1937). When the express

language of the agreement is clear and unambiguous, the parties’
intent is determined only from the writing. See Pacitti v.

Macy’g, 193 F.3d4d 766, 773 (3d Cir. 1959} ; Sunbeam Corp. v.

Liberty Mutual Ins. Cc., 740 A.2d 1179, 1184 {(Pa. Super. 1999).

In determining whether an ambiguity exists, however, the court
may consider alternative meanings suggested by the parties and

any supporting objective indicia, as well as the context in which

the agreement was made. Id.; Hullett v. Towers, Perrin, Forster
& Corsby, Inc., 38 F.34 107 111 (34 Cir. 1994).

If a contract is ambiguous, that is reasonably
susceptible of alternative interpretations, then interpretation

of the contract must be left to the factfinder in view of

extrinsic evidence. Stendardo v. Federal Nat’]. Mortaage Ass’'n.,

291 ¥.24 1089, 109 {3d Cir. 1993); Hutchison v. Sunbeam Coal

Corp. 519 A.2d 385, 39%0 {Pa. 1986). A contract may be ambiguous
if it is silent or indefinite on a pertinent matter. See

Carpenter Technology Corp. v. Axmeo, Inc., 800 F. Supp. 215, 219

{E.D. Pa. 1992}, aff’‘d, 993 F.24 876 (3d Cir. 1993); Edward E.




Goldberg & Sons, Inc. v. Jergey Central Power & Light Co., 1990

WL 764476, *2 (E.D. Pa. June 6, 19%0). A contract term 1s not
ambiguous, however, merely because the parties disagree about the

proper interpretation. See Samuel Rappoport Family Partnership

v. Meridian Bank, 657 A.2d 17, 21-22 {Pa. Super. 1995).

When a contract is unambiguous, the court construes and
enforces it in accord with its clear terms. See Allegheny Int’l.

v. Allegheny Ludburn Steel Corp., 40 F.3d 1416, 1424 (34 Cir.

1994} ; Mellon Bank, N.A. v. Betna business Credit, Inc., &19 F.2d

1001, 1011 n. 10 (34 Cir. 1980).

The Agreement is silent on the question of whether
service fees count toward exhaustion of the aggregate limits.
That the Agreement is also silent regarding treatment of future
indemnity ceosts, which both parties agree may exhaust the
aggregate limits, does not make the matter of service fees any
less indefinite. It is a matter which c¢an be resolved only by
resort Lo pertinent extrinsic evidence.

The language of the Second Amendment, however, is clear
regarding the amount of the service fee and the possibility of an
vpward adjustment “tc reflect increases in the Consumer Price
Index.” Defendant suggests that the prospect of a downward
adjustment is inherent in the duty of good faith and fair dealing
of parties to a contract. While the duty of good Eaith and fair

dealing can be an interpretive tool to determine the parties-



justifiable expectations, it cannot be used to override an
exXpress contractual term. See Duguesne Light, 66 F.3d at &17;

USX Corp. v. Prime Leasipg, Inc., 988 F.2d 433, 439 (34 Cir.

1993} .

Defendant alsc contends that plaintiff’s willingness to
negotiate in December 1997 about a reduced fee is tantamount to
an acknowledgment by plaintiff that the Agreement contemplated a
downward adjustment. It is not. The most which can reascnably
be said is that this shows both parties recognized virtually any
contract term may be modified by negotiation resulting in mutual

assent. See Empire Properties, Inc. v. Eguireal, Inc., 674 A.24

297, 302-03 (Pa. Super. 1996) {consideration implied from mutual
assent of parties to contract modification).

A party to a contract, of course, méy not disregard or
alter a material term simply because the other party has
consented to negotiate about a proposed change. There is neo
suggestion that the negotiations in question regarding the
service fee ever culminated in a written modificaticn.
Nevertheless, it is not clear from the face of the pleadings and
appended documents that there was no modification.

A written contract may be modified by subsequent

agreement through words or conduct of the parties. See Cedrone

V. Unity Sav. Ass’n., 609 F. Supp. 250, 254 (E.D. Pa. 1985); Dora

V. Dora, 141 A.2d 587, 590-91 (Pa. 1958). A written contract may



be go modified even where there is a provision expressly
prohibiting non-written medifications, although such a
modification must be proved by clear and convincing evidence.

See First Nat. Bank of Pa. v. Lincoln Nat. Life Ins. Co., 824

F.2d 177, 180 (3ad Cir. 1987}; Nicolella v. Palmer, 248 A.2d 20,

23 {(Pa. 1968}; Empire Properties, 674 A.2d at 303-04. Depending
upon all of the surrounding facts, plaintiff’'s acceptance without
protest of the lesser sum for more than a year under the

circumstances may support a finding of a medification. See,

e.g., Bongzek v. Pascoe Eguipment Co., 45¢ A.2d 75, 78 (Pa.
Super. 1982} .

ACCORDINGLY, this day of January, 2001, upon
consideration of plaintiff‘'s Motion for Judgment on the Pleadings
{Doc. #8) and defendant's response thereto, IT IS HEREBY ORDERED
that said Motion is DENIED.

BY THE CCURT:

JAY C. WALDMAN, J.
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Annual Meeting

We cordially invite you to attend the Annual Meeting
of Shareholders of Commen Stock to be held at 9:30 a.m. on
Thursday, April 24, 2008 at the Company’s Cerporate
Headquarters, One Crown Way, Philadelphia,
Pennsylvania. A formal netice of this Meeting, together
with the Proxy Statement and Proxy Card, was mailed to
each Shareholder of Common Stock of record as of the close
of business on March 11, 2008, and only holders of record
on said date will be entitled to vote. The Board of Directors
of the Company requests the Shareholders of Common
Stock to sign Proxies and return them in advance of the
Meeting or register your vete by telephone or through the
Internet.
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Financial Highlights

{in m:'mqt_E, m:eq)ta!mm Pﬂr‘ﬂ!g"m, empiaven, aod statistiéal data)

2007 2006 % Change

Net sales . e . ) $ 7,727 $ 6,982 10.7
Grqqqpm_fit,\\, _‘ b e e e e e e e e e 027 892 151
Intérest expense. ... . . e 318 286 11.2
lncomaﬁ-omeonumﬁngopemtmns e e e 528 342 54.4
Per aver oommnshnre-

Income ‘continuing orerahons clibuted i .. $ 3.19 ¢ 2.01 58.7

Marketprico (closing). " e e e e e e e e e e e 25.65 20.92 228
".l‘otalaueta. (2) L L o $ 6,979 $ 6,409 8.9
“Total d P P 3,437 3,541 ( 29
‘Shareholdera’eqmtﬂ(deﬁmt} BT S N I SN L 15 ( 494)
‘Deprécintion afd amartieation . . . .. ... .. oe ..o § 229 t 227 0.8
FreecashBow .0 0w o L e ot RN 353 164 115.2
TNumborof employees ..i . . .0 . . RO T, 21,819 21,749 03
.Shamouutnndingatbemmberal ........ e e e s 159,777,628 162,711,471 { 1.8)
“Average shares wtﬂanding-dﬂuted B Ve 165,464,273 169,750,763 ( 258

{1) Source New Yark Stock Exchange ¥ Compasite Transactions.
12} Amounts pdjusted retrospectively for the chonge in sccounting for ULS. inventories from the LIFQ method to the FIFO method.

Reconciliation of s Non-GAAP Financial Measuyre;

Free cash flow is not defined under U S. generally accepted aceounting principles (GAAP). Free cash flow should not be considered
in isolation or as a substitute for cash flow data prepared in accordance with GAAP and may not be comparable to calculations of a

similarly titled measure by other companies.

The Company utilizes free cash flow for planning and evaluating investment opportunities and as a measure of its ability to incur and

service debt. Free cash flow is derived from the Company's eash flow statements and a reconciliation 10 free cash flow is provided

below.

Reconciliation te Free Cash Flow

2007 2006
Net cash provided by operating activities . . . . . . ... ... .. .. .. $ 509 $ 355
Less; Capital expenditures . . . . . . . ... ... ...... e . 156) { 191)
Freecashflow . . . .. .. ... . ............. e e e $ 353 $ 164
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Dear Fellow Shareholders:

We are pleased to report that 2007 was another year of continued success and improvement. Net sales, 73%
of which came from outside the United States, rose to $7.7 billion, up 11% over last year. Gross profit {or the
year grew to $1,027 million which was a 15% increase over 2008 gross profit. In addition, we generated in
excess of $500 million in cash from operations which was used to fund new capital projects, buy back

common shares and further deleverage our balance sheet.

We believe the positive performance in 2007 validates the strategy we have been pursuing for several years,

For the benefit of those newer to the Crown story, let me provide some perspective.

Approximately seven years ago we decided to focus on sustainable rigid metal packaging across a diversified
base of end users of beverage, food, personal care and household products around the world. Therefore, we
divested our plastic container and plastic closure businesses as well as our health and beauty care packaging

businesses. In addition, we exited certain geographic markets which were underperforming,

We also committed ourselves to improving income performance. In the mature markets of North America,
we focused on carefully managing our pricing policy and costs, streamlining operations and frugally
investing cur capital in targeted growth and increased efficiency projects. We have continued to increase the
Company's sales and profits in fasi growing emerging markets using our outstanding global footprint and
extensive market knowledge and experience. Additionally, we dedicated ourselves to be the best in each of
our core businesses by all ohjective measures and to support our worldwide operations with an outstanding
research and development capability, helping us to reduce product and process eosts and develop new
products to build customers’ brands.

We are very pleased that in 2007, the results turned out as we had generally expected at the outset of the
year. Importantly, we achieved these excellent results through selid volumes across our product lines and in
certain cases, such as international beverage cans, we benefited from significant organic volume growth.
Equally important, productivity also improved throughout the Company. Additionally, we maintained
pricing discipline and, where necessary, we raised prices in response to rising commodity costs. At the same

time, our use of capital to achieve these results continued to be carefully and efficiently managed.

In the Americas, our beverage can group had a tremendous year. With solid volumes and productivity gains,

this business delivered a 14% increase in segment income.

Our North America Food Can business produced another outstanding year. It benefited from productivity
gains and an improved product mix driven by the contribution from a major expansion of our Ideal™
vacuum closure business which was completed in the fourth quarter of 2006. These factors, together with an
increase in volume, translated into year-over-year growth in segment income. To meet the growing demand
for the Ideal™ cloaure, we invested in additional capacity for this marketing and performance enhancing

product.
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The European Beverage segment grew revenues 22% in 2007 over 2006 reflecting an 11% volume
increase and the pass through of higher costs. Importantly, the new capacity that we have been adding in
the Middle East and Europe made accelerating contributions during the year. The result was a very
healthy increase in this business' segment income for 2007 which reflects our longstanding effort to invest
in the growing markets of that region.

In 2007, our European Food Can business was negatively affected by the coldest, rainiest growing season
in quite a while. Despite the poor weather, volume declined by only 3% for the vear compared to 2006.
Nevertheless, we were able 1o manage through this unusual event and deliver 2007 segment income that

was in line with the prior year.

Our operations in the Asia-Pacific region had a very good 2007 with increased volumes and segment
income. Early in the year, commercial production began on the second beverage can line we installed in
our Ho Chi Minh City plant in Vietnam. Additicnally, in the fourth quarter, we began shipping cans to
customers from our new beverage can facility in Cambodia.

The Company's industry leading research and technology team once again delivered award winning
designs for our customers, including fourteen "Best in Metal” Awards from the Metal Packaging
Manufacturers’ Association. We received the Supreme Gold Award, the competition's highest honor, for
our Easylii™ easy-open end technology which the Association named a "step change in consumer
openability for food cans.” These awards demonstrate Crown's continued Jeadership in innovation, design
and functionality for rigid metal packaging as well as our ability to commercialize new products and

processes.

The metal packaging industry and Crown continued to make progress across all dimensions of
sustainability. Metal packaging is by ifs very nature a sustainable container. It prevents spoilage and
waste because it provides product protection against light, oxygen and harmful microbes while delivering
longer shelf life to retailers. Cans are the most economical container within a manufacturer's supply
chain. They have the fastest filling rates and they require minima)l transport packaging due to their
inherent rigidity. Equally important, aluminum and steel packaging can be recycled almost infinitely
without loss of quality while the recycling itself saves significant amounts of energy. The metal
packaging community is working hard to enhance sustainability even further and Crown is committed to
be part of that program.

Recently, Frank Mechura retired as the President of the Americas Division. We are grateful to Frank for
his long and dedicated service to the Company. He left the division, now under the leadership of Ray
McGowan, in excellent shape. With Frank's retxrement each of our operatmg divisions - Americas, Agia:
Pacific and Europe had respactive presnients retire over the prior fifteen months and be replaced with
highly qualified and experienced operating managers. The 2007 results are a testament to the strength
and depth of our global management team as well as the dedication and hard work of our 22,000

associates around the world.
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Looking to 2008, we see continuing moementum. Demand in the marketls we serve is strong. Qur beverage
can capacity is essentially sold out in Europe so we are investing to add new capacity in Spain. In addition,
increased capacity utilization in Southeast Asia and the Middle East are expected to make further
meaningful contributions in 2008, We have also begun construction of a new beverage can plant in the fast
growing Brazilian market, which is expected to come on line later in the year. All in all, 2008 is unfolding as

another good year for Crown Holdings.

Best regards,

ﬁuﬂ 0. Gy

John W_Conway
Chairinan of the Board, President
and Chief Executive Officer

March 14, 2008
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Crown Holdings, Inc.

PARTI

{TEM 1. BUSINESS

Crown Holdings, Inc. {the "“Company” or the “Registrant’) (where the conlext requires, the “Company”
shall include reference to the Company and its consolidated subsidiary companies) is a Pennsylvania
corporation.

The Company is a worldwide leader in the design, manufacture and sale of packaging products for
consumer goods. The Company's primary products include steel and aluminum cans for food, beveraga,
household and othar consumer products and metal caps and closures. These products are manufacturad
in the Company’s pilants both within and outside the United States and are sold through the Company’s
sales organization 1¢ the soft drink, food, citrus, brewing, household products, personal care and various
other industries. At December 31, 2007, tha Company operated 141 plants along with sates and service
facllities throughout 41 countries and had approximately 21,800 employees. Consolidated net sales for
the Company in 2007 were $7.7 billion with 73% of 2007 net sales derived from operations outside the
United States, of which 74% of these non-U.S. revenues ware derived from operations in the Company’s
European Division.

During 2005 and 2006, the Company sold ils plastic closure business, its remaining European plastics
businesses and its Americas health and beauty care business. The sales and segment incoma amounts
presented herein have been recast to exclude those of the divesied businesses. Further information
about the results of operations of the divested businesses is contained under Note B 1o the consolidated
financial slatements.

RIVISIONS AND OPERATING SEGMENTS

The Company’s business is organized geographically within three divisions, Americas, European and
Asia-Pacific. Within the Americas and European Divisions the Company is generally organized along
product lines. The Company's reportable segments within the Americas Division are Americas Beverage
and North America Food. The Company's reporiable segments within the European Division are
European Beverage, European Food and European Specialty Packaging. Americas Beverage includes
beverage can operations in the U.5., Canada, Mexico and South America. North America Food includes
tood can and metal vacuum closure operations in the U.S. and Canada. European Bevearage inctudes
beverage can operations in Europe, the Middle East and North Atrica. European Food includes food can
and metal vacuum closure operations in Europe and Africa. European Specialty Packaging includes
specialty packaging operations in Europe. No operating segments within the Asia-Pacific Division are
included as reporiable segments.

Financial information concerning the Company's operating segments, and within selecied geographic
areas, is set forth within "Management's Discussion and Analysis of Financial Condition and Results of
Operations™ of this Report and under Note Y {o the consolidated financial statements.

AMERICAS DIVISION

The Americas Division includes operations in the United States, Canada, Mexico, South America and the
Caribbean. These operafions manufacture beverage, food and aercsol cans and ends, specialty
packaging and metal caps and closures. At December 31, 2007, the division operated 53 plarits in 8
countries and had approximately 8,200 employees. In 2007, the Americas Division had net sales of $2.9
billion. Approximatsly 70% of the division’s 2007 nel sales were derived from within the United States.
Within the Americas Division the Company has determined that there are two reportable segments:
Americas Beverage and North America Food. Other operating segments consist of North America
Aerosol, and plastic packaging and food can operations in Mexico, South America and the Caribbean.
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Americas Beverage

The Americas Beverage segment manufactures aluminum beverage cans and ends and steel Crowns,
commonly referred to as “bottle caps.” Americas Beverage had net sales in 2007 of $1.8 billion (22.7% of
consolidated net sales) and segment income (as defined under Note Y to the consolidated financial
statements) of $182 million.

North America Food

The North America Food segment manufactures steel and aluminum food cans and ends and metal
vacuum closures. North America Food had net sales in 2007 of $843 million {11.0% of consolidated net
sales} and segment income (as defined under Note Y to the consclidated financial statements) of $76
million,

EUROPEAN DIVISION

The European Division includes operations in Europe, the Middle East and Africa. These operations
manutacture beverage, food and asrosol cans and ends, specialty packaging, metal vacuum closures
and caps, and canmaking equipment. At December 31, 2007 the division operated 75 plants in 27
countries and had approximately 13,200 employees. Net salas in 2007 ware $4.2 billion. Net sales in the
United Kingdom of $855 million and in France of $679 million represented 20% and 16% of division net
sales in 2007.

Within the European Division the Company has determined that there are three reportable segments:
European Beverage, European Food and European Specialty Packaging. European Aerosol does not
meet the criteria of a reportable segment.

European Beverage

The European Beverage segment manufactures steel and aluminum beverage cans and ends and steel
crowns. European Beverage had net sales in 2007 of $1.4 billion (18.6% of consolidated net sales) and
segment income (as defined under Note Y 1o the consolidated financial statements) of $185 million.

European Food

The European Food segment manufactures steel and aluminum food cans and ends, and metal vacuum
closures. European Food had net sales in 2007 of $2.0 billion (25.8% of consolidated net sales) and
segment incoma (as defined under Note Y to the consolidated financial statements) of $173 million.

European Specialty Packaging

The European Specialty Packaging segment manufactures a wide variety of specialty containers, with
numzrens lid and closure variations. In the consumer market, the Company manufactures a wide variety
of steel comaiiners 127 conldee ol akes, e o T ~"Hor confectior.—r Miti-.arg. ne=ng) cuig, tobacco,
wing and spirits, as well as non-processed food producis. In the indusirial market, w.c Company
manufactures steel containers for paints, inks, chemical, automotive and household products.

European Specialty Packaging had nat sales in 2007 of $460 million (6.0% of consolidated net sales) and
segment income (as defined under Note Y to the consolidated financial statements) of $14 million.

ASIA-PACIFIC DIVISION

The Asia-Pacific Division manufactures aluminum beverage cans and ends, steel food and aerosof cans
and ends, and metal caps. At December 31, 2007, the division operated 13 plants in 6 countrios and had
approximately 2,200 employees. Net sales in 2007 were $578 million (7.5% of consolidated net sales)
and beverage can and end sales were approximately 80% of division sales. No operating segments
within the Asia-Pacific division are included as reportable segments.
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PRODUCTS
Beverage Cans

The Company supplies beverage cans and ends and other packaging products to a variety of beverage
and beer companies, including Anheuser-Busch, Cadbury Schweppes, Coca-Cola, Cott Baverages,
Heineken, InBev, Kroger, National Beverage, Pepsi-Cola and Scottish & Newcastle, among others. The
Company's beverage business is built around local, regional and global markets, which has sefved to
develop the Company's understanding of global consumer expectations.

The beverage market is dynamic and highly competitive, with each packaging manufacturer striving to
satisfy consumers' ever-changing needs. The Company competes by offering ils customers broad market
knowledge, resources at all levels of its worldwide organization and extensive research and developmant
capabilities that have enabled the Company to provide its customers with innovative products. The
Company meets its customers' beverage packaging needs with an amay of two-piece beverage cans and
ends and metal bottte caps. Recent innovations include the SuperEnd™ beverage can end and shaped
beverage cans. The Company expecis to continue 10 agd capacity in many of the growth markets around
the world.

Bevarage can manutfacturing is capital intensive, requiring significant investment in tools and machinery.
The Company seeks 1o effectively manage its invested capital and is continuing its efforts to reduce can
and end diameter, lighten its cans, reduce non-metal costs and restructure production processes.

Food Cans and Closures

The Company manufactures a variety of food cans and ends, including two-and three-piece cans in
numerous shapes and sizes, and sells food cans to food marketers such as Bonduslle, ConAgra,
Continentale, H.J. Heinz, Mars, Menu Foods, Nestié, Premier Foods and Stockmeyer, among others.
The Company offers a wide variety of metal closures and sealing equipment solutions to leading
marketers such as Abbott Laboratories, Anheuser-Busch, H. J. Heinz, Kraft, Nestié, and Unitever, among
others, from a network of metal closure plants around the world. The Company supplies total packaging
solutions, including metal and composite closures, capping systems and services while working closely
with customers, retailers and glass and plastic container manufacturers to develop innovative closure
solutions and meset customer requiremants.

Technologies used to produce food cans include three-piece welded, two-piece drawn and wall-ironed
and two-piece drawn and redrawn. The Company aiso offers its LIFTOFF™ series of food ends, including
its EOLE™ (easy-open fow energy) full pult-out steel food can ends, and PeelSeam™, a flexible
aluminum foil laminated end. The Company offers expertise in closure design and decoration, ranging
from quality printing of the closure in up to nine colors, to inside-the-cap printing, which offers customers
new promotional possibilities, to better product protection through Ideal Closures™ and Superplus™.
The Company’s commitment to innovation has led to developments in packaging materials, surface
finishes, can shaping, lithography, filling, retorting, sealing and cpening techniques and environmental
performance.

The Company manufactures easy open, vacuum and conventional ends for a variety of heat-processed
and dry food products including fruits and vegetables, meat and seafood, soups, ready-made meals,
infant formula, coffee and pet tood.

Aerosof Cans

The Company's customers for aerosol cans and ends include manutacturers of personal care, food,
household and industrial products, including Procter & Gambie (Gillette), S.C. Johnson and Unilever,
among others. The aerosol can business, while highly competitive, is marked by its high value-added
sarvice to customars. Such value-added services include, among others, the ahility to manufacture
multiple sizes and design customer labels, multiple color schemes and shaped packaging.
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Specially Packaging

. The Company's specialty packaging business is located primarily in Europe and serves many major

European and multinational companies. The Company produces a wide variety of specialty containers,
with numerous lid and closure variations. The Company’s specialty packaging customers include Abbott
Laboratories, Akzo Nobel, Cadbury Schweppes, Nestlé, Sigma, Teisseire, Tikkurila Oy, Wrigley and
United Biscuits, among others.

in the consumer market, the Company manufactures a wide variety of steel containers for cookias and
cakes, tea and coffee, confectionery, giftware, personal care, tobacco, wines and spirits, as well as non-
processed food products. In the industrial market, the Comparny manufactures stee! containers for paints,
coatings, inks, chemical, automotive and housshold products.

SALES AND DISTRIBUTION

Global marketers continue to demand the consolidation of their supplier base under long-term
arrangements and qualify those suppliers on the basis of their ability 1o provide global servica, innovative
designs and technologies in a cost-eHeclive manner.

With its global reach, the Company markets and sells products 1o customers through its own sales and
markeling staff located within each operating segment. Regional salss personne! support the segments’
staffs. Contracts with global suppliers may be centrally negotiated, although products are ordered through
and distributed directly by each plant. The Company's facilities are generally located in proximity 1o their
respective major custorners. The Company maintains contact with customers in order to develop new
business and to extend the terms of its axisting contracts.

Many customers provide the Company with quanterly or annual estimates of product requirements along
with related quaniities pursuant to which periodic commitments are given. Such estimates assist the
Company in managing production and controlling working capital levels. The Company schedules its
production to meet customer requirements. Because the production time for the Company's products is
short, any backlog of customer orders in relation to overall sales is not significant.

SEASONALITY

The food packaging business is somewhat seasonal with the first quarter tending 1o be the slowest period
as the autumn packing period in the Northern Hemisphere has ended and new crops are not yat planted.
The industry enters its busiest period in the third quarter when the majority of fruits and vegetables are
harvested. Weather represents a substantial uncertainty in the yield of food products and is a major factor
in determining the demand for food cans in any given year.

The Company’s beverage packaging business is predominately located in the Northem Hemisphaere.
Generally, baverage products are consumed in greater amounts during the warmer months of the year
and sales and eamings have generally been higher in the second and third quarters of the calendar year.

The Company’s other businessas primatily include aerosol and specialty packaging and canmaking
equipment, which tend not to be significantly atfected by seasonal variations.

COMPETITION

Most ot the Company's products are sold in highly competitive markets, primarily based on price, quality,
service and performance. The Company competes with other packaging manufacturers as well as with
fillers, food processors and packers, some of who manufacture containers for their own use and for sale )
to”others” The"Company’s ' ‘competitors ™ inclideé; ~but ~are  not ~limited "5, Ball Corporation, BWAY
Corporation, Impress Holdings B.V., Metal Container Corporalion, Rexam Plc and Silgan Holdings Inc.
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CUSTOMERS

The Company's largest customers consist of many of lhe leading manufacturers and marketers of
packaged products In the world. Consolidation trends among beverage and food marketaers has led to a
concentrated customer base. The Company’s top ten global customers represented in the aggregate
approximately 28% of its 2007 net sales. In each of the years in the pariod 2005 through 2007, no one
customer of the Company accounted for more than ten percent of the Company's net sales. Each
oparating segment of the Company has major customers and the loss of one or more of these major
customers could have a material adverse effect on an individual segment or the Company as a whole.
Major customers include those listed above under the Products discussion. In addition to sales to Coca-
Cola and Pepsi-Cola, the Company also supplies independant licenseas of Coca-Cola and Pepsi-Cola.

H AND D

The Company’s principal Research, Development & Engineering (RD&E) centers are located in Alsip,
linois and Wantage, England. The Company depends on its centralized RD&E capabilities to (1)
promote development of valug-added packaging systems, (2) design cost-efficient manufacturing
systems and materials that also provide continuous quality improvement, (3) support technical needs in
customer and vendor relationships, and (4} provide engineering services for the Company's worldwide
packaging activities. These capabilities allow the Company 1o identify market opportunities by working
direclly with customers to develop new products, such as the creation of new packaging shapes and
consumer-valued features.

Recent innovations include:

+« The SuperEnd™ beverage can end, which requires less metal than existing ends without any
raduction in strength. The SuperEnd™ also offers improved pourability, drinkability, ease-of-opening
and appearance over fraditional ends. This technology is now commercially available globally
through the Company’s etforts and through its licensees in South Africa, Japan and Australia.

= Patented Easylif™ full pullout steel food can ends, launched recently by Nestlé for pet food. This
revolutionary new end provides improved tab access and openability even compared to the
Company's market leading EOLE™ ends. Consumer tests indicate strong preference for this end
over those of our competitors.

» An expanding family of PeelSearm™ flaxible lidding for cans that provides exceptional ease of
opening and high quality graphics, and can still be applied with traditional closing technology.

» Patented composite {metal and plastic) closuras including the Company's Ideal™ product line. These
closures oifter. excellent barrer performance and improved tamper resistance while requiring less
strength to open than standard metal vacuum closures. The Company supplies composite closures
1o a growing list of customers including Abbott Laboratories (Ensura), PepsiCo (Tropicana), Tree Top,
Smuckers and Kraft (Planters). Other composite ¢fosures include Preson™ and the Company’s low-
migration Superpius™ closure for baby food.

» Value-added shaped beverage, food and aerosol cans, such as Heinsken's keg can, tha Waistline
soup can for Crosse & Blackwell and shaped aerosol containers for Wera Kraftform Fluid. This
technology has the capability of reinforcing brand image, providing differentiation on the shelf, and
reducing counterfeitinp.

+ New specialty metal containers such as for Altoids Sours, Ballantine Whisky and the new Bosch Isio
lawn tools. In addition, the new Clipper paint can was launched that can be opened and closed
without the need of a prying tool.

s A double-seam monitor that identifies seam defects on food or beverage containers in real time
during high-spaed seaming operations. In addition to reducing seam defecls in its plants as well as
those of fillers, the seamer can be monitored remotely to avoid downtime.

Along with its licensing of SuperEnd™ technology the Company has afse licensed BiCan™ technology
and can shaping technology in Australia and New Zealand.

The Company spent $48 million in 2007, $42 million in 2006 and $47 million in 2005 on RD&E activities.
Cerlain of these activities are expected to improve and expand the Company’s product lines in the future.
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These expenditures include methods to improve manufacturing efficiencies, reduce unit costs, and
develop value-added packaging systems, but do not include product andfor process developments
occurring in the Company’s decentralized business units.

M Rl

The Company in its manufacturing operations uses varicus raw materials, primarily alurninum and stee
for packaging. In general, these raw materials are purchased in highly competitive, prica-sensitive
markets which have historically exhibited price and demand cyclicality. These and other materials used
in the manuacturing process have historically been available in adequate supply from multiple sources.
Generally, the Company’s principal raw materials are obtained from the major suppliers in the countries in
which it operates plants. Some plants in less developed countries, which do not have local mills, obtain
raw materials from nearby, more developed countries. The Company has agresmenls for what it
considers adequate supplies of raw materials. However, sufficient quantities may not be available in the
{uture due to, among other things, shortages due o excessive demand, weather or other factors,
including disruptions in supply caused by raw material transportation or production delays. From time to
time, some of the raw materials have bsen in shont supply, but 10 date, these shortages have not had a
significant impact on the Company's operations.

in 2007, consumption of steel and aluminum represented approximately 27% and 34%, respectively, of
consolidated cost of products sold, excluding depreciation and amortization. Due to the significance of
these raw materials 1o overall cost of products sold, raw material efficiency is a critical cost component of
the products manufactured. Supplier consolidations, changes in ownership, government regulations,
political unrest and increased demand for raw materials in the packaging and other industries, among
other risk factors, provide uncertainly as to the level of prices at which the Company might be able to
source such raw materials in the fulure. Moraover, the prices of aluminum and steel have at timses been
subject to volatility.

During 2007, the average market price for steel used in the Company's giobal packaging operations
increased approximately 4%. Suppliers indicate that the difficulty in obtaining raw materials combined
with rising utility and distribution costs may require additional stee} price increases far their customars.

The average price of aluminum ingot on the London Metal Exchange ("LME”) increased approximately
3% in 2007. The Company generally atternpts to mitigate its aluminum ingot risk by matching its purchase
obligations with its sales agreements; however, there can be no assurance that the Company will be abla
to fully mitigate that risk.

The Company, in agreement with customers in many cases, also uses commodity and foreign currency
forwards in an attempt to manage the exposure to steel and aluminum price volatility,

There can be no assurance that the Company will be able to fully recover from its customers the impact of
aluminum and steel price increases or that the use of derivative instruments will effectively manage the
Company's exposure to price volatility. In addition, if the Company Is unable to purchase stes! and
aluminum for a significant period of time, its metal-consuming operations would be disrupted and if the
Company is unable to fully recover the higher cost of steel and aluminum, its financial results may be
advarsely affected. The Company centinues to monitor this situation and the effact on its operations.

In response to the volatility of raw material prices, ongoing productivity and cost reduction efforts in recent
years have focused on improving raw material cost management.

The Company's manufacturing facilities are dependent, in varying degrees, upon the availability of water
and processed energy, such as, natural gas and electricily. Certain of these sources may become difficult
or impossible 1o obtaln on acceplable terms due to external factors which could increase the Company's
costs or interrupt its business.

Metal, by its very nature, can be recycied at high levels and can be repeatedly reused 1o form new
consumer packaging with minimal or no degradation in its performance, quality or safety. By racycling
metal, large amounts of energy can be saved.
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ENVIRONMENTAL MATTERS

The Company’s operalions are subject to numerous laws and regulations goveming the protection of the
environment, disposal of waste, discharges into water, emissions into the atmosphere and the protection
of employee healh and safety. Future regulations may impose stricter environmental requirements on the
packaging industry and may require additional capital investment. Anticipated future restrictions in some
jurisdictions on the use of certain coatings may require the Company to employ additional control
equipment or process modifications. The Company has a Comorate Environmental Protection Policy, and
environmental considerations are among the criteria by which the Company evaluales projects, products,
processes and purchases. There can be no assurance that cusrent or future environmental taws or
remediation fiabilities will not have a material etfect on the Company's financial condition, liquidity or
rasults of operations. Discussion of the Company’s environmental matiers is contained within
“Management’s Discussion and Analysis ot Financial Condition and Results of Operations” of this Report
under the caption "Environmental Matters,” and under Note N to the consolidated financial statements.

WORKING CAPITAL

The Company generally uses cash during the first nine months of the year to finance seasonal working
capital needs. The Company's working capital requirements are funded by Its revalving credit facility, its
receivables securitization and factoring programs, and from operations.

Further information relating to the Company's liquidity and capital resources is set forth within
*Management’s Discussion and Analysis of Financial Condition and Results of Operations,” of this Report
under the caption ‘Debt Refinancing” and under Note § and Note T to the consolidaled financial
statements.

Collection and payment periods tend to be fonger for the Company’s operations located outside the U.S.
due to lacal business practices.

EMPLOYEES

At December 31, 2007, the Company had approximately 21,800 employees. Cotlective bargaining
agreements with varying terms and expiration dates cover approximately 13,900 employees. The
Company does not expect that renegotiations of the agreements expiring in 2008 will have a material
adverse effect on its results of operations, financial position or cash flow.

AVAILABLE INFORMATION

The Company’s Internet website address is www.crowncork.com. The information on the Company's
website is not incorporated by reference in this Annual Report on Form 10-K. The Company's Annual
Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reporis on Form 8-K and all
amendments to those reports filed by the Company with the U.S. Securities and Exchange Commission
pursuant to sections 13(a) and 15{d) of the Securities Exchange Act of 1934, as amended, are accessible
free of charge through the Company's website as soon as reasonably practicable after the documents are
filed with, or otherwise furnished to, the U. S. Securities and Exchange Commission.

The Company's Code of Business Conduct and Ethics, ils Corporate Governance Guidelines, and the
charters of its Audit, Compensation and Nominating and Corporate Governance commitiees are available
on the Company’s website. These documents are also available in print to any shareholder who requests
them. The Company intends to disclose amendments to and waivers of the Code of Business Conduct
and Ethics on the Company's website.
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{TEM 1A BISK FACTORS

In addition to factors discussed eisewhere in this report and in “Management’'s Discussion and Analysis of
Financial Condition and Results of Operations,” the following are some of the important factors that could
rnaterially and adversely affect the Company's business, financial condition and results of operations.

The substantlal indebtedness of the Company could prevent it from fuifilling its obligations.

The Company is highly leveraged. As a result of its substantial indebtedness, a significant portion of the
Company's cash flow will be required to pay interest and principal on its outstanding indebtedness and
the Company may not generate sufficient cash flow from operations, or have future borrowings available
under its credit facilittes, fo enable il to pay its indebtedness or to fund other liquidity needs. As of
December 31, 2007, the Company had approximately $3.4 billion of total indebtedness and shareholders’
aquity of $15 milion. The Company’s ratio of eamings to fixed charges was 1.6 imes for 2007 as
discussed in Exhibit 12 to this Annual Report. The Company's €460 million of first priority senior secured
notes mature on September 1, 2011 and its $800 million senior secured revolving credit facilities mature
on May 15, 2011. The Company's $358 million and €281 million senior secured term loan facilities mature
on November 15, 2012.

The substantial indebtedness of the Company could:
= make it more difficult for the Company to salisfy its obligations;

* increase the Company's wvulnerability 1o general adverse economic and industry conditions,
including rising interest rates;

+ limit the Company's ability to obtain additional financing,;

= require the Company to dedicate a substantial portion of its cash flow from operations to service
its indebtedness, thereby reducing the availability of its cash flow to fund future working capital,
capital expenditures and other general corporale requirernents;

» require the Company to sell assets used in its business;

» limit the Company’s flexibility in planning for, or reacting io, changes in its business and the
industry in which it operates; and

* place the Company al a competitive disadvaniage compared to its compelitors that have less
debt.

if its financial condition, operating results and liquidity deteriorate, the Company’s creditors may restrict its
ability to obtain future financing and its suppliers could require prepayment or cash on delivery rather than
axtend credit to it. If the Company's creditors restrict advances, the Company’s ability to generate cash
flows from operations sufficient to service its short and long-term debt obligations will be lurther
diminished. In addition, the Company’s ability to make payments on and refinance its debt and to fund its
operations will depend on the Company's ability to generate cash in the future,

Some of the Company'’s indebtedness is subject to floating interest rates, which would resuli in
Its interest expense Increasing if interest rates rise.

As of December 31, 2007, approximately $0.9 billion of the Company’s $3.4 billion of total indebtedness
was subject to floating interest rates. Changes in economic conditions could result in higher interest rates,
theraby increasing the Company's interest expense and reducing funds available for operations or other
purposes. The Company's annual interest expense was $318 million, $286 million and $361 million for
2007, 2006 and 2005, respeclively. Based on the amount of variable rate debt outstanding as of
December 31, 2007, a 1% increase in vanable interest rates would increase its annual interest expense
by 39 million. The actual effect of a 1% increase could be more than $9 million as the Company’s
borrowings on its variable rate debt are higher during the year than at the end of the year. In addition, the
cost of the Company's securitization facilities would also increase with an increase in floating interes!
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rates. Accordingly, the Company may experience economic losses and a negative impact on eamings as
a result of interest rate fluctuations. Although the Company may use interest rate protection agreements
from time to time to reduce its exposure to interest rate tluctuations in some cases, it may not elect or
have the ability to implement hedges or, if it does implement them, they may not achieve the desired
effect. See "Managemant's Discussion and Analysis of Financial Condition and Results of Operations—
Financial Position—Market Risk” in this report.

Notwithstanding the Company’s current indebledness levels and restrictive covenants, the
Company may still be able to Incur substantial additional debt, which could exacerbate the risks
described above.

The Company may be able to incur additional debt In the future. Although the Company's credit facilities
and the indentures governing its outstanding notes contaln restrictions on the Company's ability to incur
indebtedness, those restrictions are subject to a number of exceptions. In addition, the Company may
consider investments in joint ventures or acquisitions, which may increase the Company's indebtedness.
Adding new debt to cuirent debt levels could intensify the related risks that the Company and its
subsidiaries now face.

Restrictive covenants In its debt agreements could restrict the Company’s operating flexibility.

The Company's credit facilities and the indentures governing its secured and unsecured noles contain
affirmalive and negative covenants that limit the ability of the Company and its subsidiaries to take certain
actions. These restrictions may limit the Company’s ability to operate its businesses and may prohibit or
limit its ability to enhance its operations or take advantage of potential business opportunities as they
arisa. The credit facilities require the Company 1o maintain specified financial ratios and satisfy other
financial conditions. The credit facilities and the agreements or indentures goveming the Company's
secured and unsecured notes restrict, among other things and subject to certain exceptions, the ability of
the Company to;

* incur additional debt;

= pay dividends or make other distributions, repurchase capital stock, repurchase subordinated debt
and make certain investments or loans;

» creale liens and engage in sale and leaseback transactions;

« creale restrictions on the payment of dividends and other amounts lo the Company from
subsidiaries;

+ change accounting treatment and reporting practices;

« enter into agreements restricting the ability of a subsidiary to pay dividends to, make or repay
loans to, transfer property to, or guarantee indebtedness of, the Company or any of its cther
subsidiaries;

= soll or acquire assets and merge or consolidate with or into other companies; and

+ engage in transactions with affiliates.

In addition, the indentures and agreements governing the Company's ouisianding unsecured notes limit,
among other things, the ability of tha Company to enter into certain transactions, such as maergers,
cansolidations, asset sales, sale and leaseback transactions and tha pledging of assets. In addition, if
the Company or certain of its subsidiaries exparience specific kinds of changes of control, the Company’s
credit facilities are due and payable and the Company must offer to repurchase outstanding notes.

The breach of any of these covenants by the Company or the failure by the Company to meet any of
these ratios or conditions could result in a default under any or all of such indebtedness. If a default
occurs under any such indebtedness, all of the outstanding obligations thereunder could become
immediately due and payable, which could resull in a default under the Company’s other cutstanding debt
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and could lead to an acceleration of obligations refated to other outstanding debt. The ability of the
Company to comply with the provisions of the credit facilities, the agreements or indentures govarning
other indebtedness it may incur in the future and its outstanding secured and unsecured nates can be
affected by events beyond its control and, therefore, it may be unable to meet those ratios and conditions.

The Company is subject to cerlain restrictions that may limit its ability to make payments out of
the cash reserves shown in its consolidated financial statements.

The ability of the Company’s subsidiaries and joint ventures to pay dividends, make distributions, provide
loans or make other payments to the Company may be restricted by applicable state and foraign laws,
potentially adverse tax consequences and their agreements, including agreements governing their debt.
In addition, the equity interests of the Company’s joint venture partners or other shareholders in its non-
wholly owned subsidiaries in any dividend or other distribution madse by these entities would need to be
satisfied on a proportionate basis with the Company. As a result, the Company may not be able to access
its cash flow to service its debt, and the amount of cash and cash flow reflected on its financial
slatements may not be fully available to the Company.

Pending and future asbestos litigation and paymenis lo settle asbestos-related claims could
reduce the Company’s cash flow and negatively impact its financial condition.

Crown Cork & Seal Company, Inc., a wholly-owned subsidiary of the Company ("Crown Cork™, is one of
many defendants in a substantial number of lawsuits fited throughout the United States by persons
alleging bodily injury as a result of exposure to asbestos. In 1963, Crown Cork acquired a subsidiary that
had two operating businesses, one of which is alleged to have manufactured asbestos-containing
insutation products. Crown Cork believes that the business ceased manutacturing such products in 1963,

The Company recorded pre-tax charges of $29 million, $10 million, $10 million, $35 million and $44
million to increase its accrual for asbestos-related liabifities in 2007, 2008, 2005, 2004 and 2003,
respectively. As of December 31, 2007, Crown Cork's accrual for pending and future asbestos-related
claims was $201 million. Crown Cork’s accrual includes estimates tor probable costs for claims through
the year 2017. Eslimated additional claims costs of $42 million beyond 2017 have not been included in
the Company's liability, as the Company believes cost projactions beyond ten years are inherently
unreliable due to potential changes in the litigation environment and other factors whose impact cannot
be known or reasonably estimated. Assumplions underlying the accrual include that claims for exXposure
to asbestos that occurred after the sale of the subsidiary's insutation business in 1964 would not be
entitied to settlement payouts and that the Georgia, South Carolina, Florida, Ohio, Mississippi, Texas and
Pennsylvania asbestos legislation described under Note M 10 the consolidated financial statements are
expected to have a highly favorable impact on Crown Cork’s ability to settle or defend against ashestos-
related claims in those states and other states where Pannsylvania law may apply.

Crown Cork made cash payments of $26 million, $26 million, $29 million, $41 million and $68 million in
2007, 2006, 2005, 2004 and 2003, respectively, for asbestos-related claims. These payments have
reduced and any such future payments will reduce the cash flow available 1o Crown Cork for its business
operations and debt payments.

Asbestos-related payments and defense costs may be significantly higher than those estimated by Crown
Cork because the outcome of this type of litigation {and, therefore, Crown Cork's reserve) is subject to a
number of assumptions and uncerlainties, such as the number or size of asbestos-related claims or
settlements, the number of financially viable responsible parties, the extent to which Georgia, South
Carolina, Florida, Chio, Mississippi and Texas statutes relating to asbestos liability are upheld and/or
applied by Georgia, South Carolina, Florida, Ohio, Mississippi and Texas courts, raspectively, tha extent
to which a Pennsylvania statute relating to asbestos liabifity is upheld and/or applied by courts in states
other than Pennsyivania, Crown Cork’s ability to obtain resolution without payment of asbestos-relatad
claims by persons alleging first exposure to asbestos after 1964, and the potential impact of any
pending or future ashestos-related legislation. Accordingly, Crown Cork may be required to make
payments for claims substantially in excess of its accrual, which could reduce the Company's cash flow
and impair its ability to satisfy its obligations. As a result of the uncertainties regarding its asbestos-
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related liabilities and its reduced cash fiow, the ability of the Company to raise new monay in the capital
markets is more difficult and more coslly, and the Company may not be able to access the capital
markels in the future. Further information regarding Crown Cork's ashestos-related liabilities is presented
within "Management's Discussion and Analysis of Financial Condition and Results of Operations” under
the headings, “Provision for Asbestos” and “Liquidity and Capital Resources” and under Note M to the
consolidated financial statements.

The Company has significant pension plan obligations worldwide and significant untfunded
postretirement obligations, which could reduce its cash flow and negatively impact ils financisl
condition,

The Company sponsors various pension plans worldwide, with the largest funded plans in the UK., U.S.
and Canada. in 2007, 2006, 2005, 2004 and 2003, the Company contributed $65 million, $90 million,
$401 mitlion, $171 million and $122 million, respectively, to its pension plans and currently anticipates its
2008 funding to be approximately $67 million. Pension expense in 2008 is expected to increase to
approximately $18 million from $10 million in 2007. A 0.25% change in the expected rate of return would
change 2008 pension expense by approximately $12 million. A 0.25% change in the discount rates wouid
change 2008 pension expense by approximately $9 million,

As of December 31, 2007, the Company has a credit balance of $230 million for its U.S. funded plan,
arising from past confributions, that can be used to offset future contributions that would otherwise be
required. Based on cument assumptions, the Company has no minimum U.S. pension funding
requirement in calendar year 2008 for its funded plan, and expects to make paymenis of approximately
$15 million related to its supplemental execufive retirement plan. While overfunded as calculated in
accordance with U.S. generally accepted accounting principles, the Company’s U.S. pension plan was
underfunded on a termination basis by approximately $61 million as of Dacember 31, 2007. In addition,
ils retiree medica! plans are unfunded. The Company's pension plan assets consist primarily of commoen
stocks and fixed income securities. |f the performance of invesiments in the plan does not meet the
Company’s assumptions, the underfunding of the pension plan may increase and the Company may have
to contribute additional funds to the pension plan. In addition, the Pension Protection Act of 2006 could
require the Company lo accelerate the timing of its contributions under its U.S. pension plan and also
increase the premiums paid by the Company to the Pension Benefit Guaranty Corporation. The aciual
impact of the Pension Protection Act on the Company's U.S. pension plan funding requirements will
depend upon the interest rates required for determining the plan's liabilities and the investment
performance of the plan's assets. An acceleration in the fiming of pension plan contributions and an
increase in required premiums could decrease the Company’s cash available to pay its outstanding
obligations and its net income. While its U.S. pension plan continues in effect, the Company continues to
incur additional pension obligations.

The Company's U.S. pension plan is subject to the Employee Retiroment Income Security Act of 1974, or
ERISA. Under ERISA, the Pension Benefit Guaranty Corporation, or PBGC, has the authority 10 terminate
an underfunded plan under certain circumstances. In the event its U.S. pension plan is terminated for any
reason while the plan is underfunded, the Company will incur a liability to the PBGC that may be equal to
the entire amount of the underfunding. In addition, as of December 31, 2007, the unfunded accumulated
postretirement benefit obligation, as calculated in accordance with U.S, generally accepted accounting
principles, for retiree medical benefits was approximately $483 million, based on assumptions set forth
under Note W to the consolidated financial statemants.

The Company has had net operating losses in the past and may not generate profits in the future,

Operating losses could limit the Company's ability to service its debt and fund its operations. For the fiscal
years ended December 31, 2005 and 2003, the Company had consotidated losses from continuing
operations of $312 million and $56 million, respectively. The Company had income from continuing
operations of $528 million, $342 million and $36 million for the fiscal years ended December 31, 2007,
2006 and 2004, respectively. However, the Company may not generate net income in the future.
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The Company’s principal markets may be subject to overcapacity and inlense compelition, which
could reduce the Company’s net sales and net income,

Food and beverage cans are standardized products, allowing for relatively littte differentiation among
compatitors. This could lead to overcapacity and price competition among food and beverage producers,
il capacity growth outpaced the growth in demand for food and beveraga cans and overall manufacturing
capacity exceeded demand. These market conditions could reduce product prices and contribute to
declining revenue and net income and increasing debt balances. As a result of industry overcapacity and
price competition, the Company may not be able to increase prices sufficiently to offset higher costs or to
genarate sufficient cash flow. The North American food and beverage can market, in particular, is
considered to be a maiure market, characterized by slow grawth and a sophisticated distribution system.

Competitive pricing pressures, overcapacity, the failure to develop new product designs and technologies
for products, as well as other factors could cause the Company to lose existing business or opportunities
to generaie new business and could result in decreased cash flow and net income.

The Company is subject to competition from substitute products, which could result in lower
profits and reduced cash flows.

The Company is subject to substantial competition from producers of altemative packaging made from
glass, cardboard, and ptastic, particularly from producers of plastic food and beverage containers, whose
market has grown over the past several years. The Company's sales depend heavily on the volumes of
sales by the Company’s customers in the food and beverage markets. Changes in preferences for
products and packaging by consumers of prepackaged food and beverage cans significantly influence the
Company's sales. Changes in packaging by the Company’s cusiomers may require the Company to re-
tool manufacluring operations, which could require matenial expenditures. in addition, a decrease in the
cosis of, or a further increase in consumer demand for, alternative packaging could result in lower profits
and reduced cash flows for the Company.

The Company is subject to the effects of fluctuations in foreign exchange rates, which may reduce
its net sales and cash flow.

The Company is exposed to fluctuations in foreign currencies as a significant portion of its consolidated
net sales, its costs, assets and liabllitles, are denominated in currencies other than the U.S. dollar. For the
fiscal years ended December 31, 2007, 2006 and 2005, the Company derived approximately 73%, 72%
and 70%, respeclively, of its consolidated net sales from sales in foreign currencies. in its consolidated
financial statemants, the Company transtates local currency financial results into U.S. dollars based on
average exchange rates prevailing during a reporing period. During times of a strangthening U.S. dollar,
its reported international revenue and earnings will be reduced because the local currancy will translate
into fewer U.S. dollars, Conversely, a weakening U.S. dollar will effectively increase the dollar-equivalent
of the Company's expenses and liabilities denominated in foreign currencies. The Company's translation
and exchange adjustments reduced reported income before tax by $6 million in 2006 and $94 million in
2005, and increased reported income before tax by $12 million in 2007, $98 million in 2004 and $207
million in 2003. See “Management's Discussion and Analysis of Financial Condition and Resulls of .
Operations—Financial Position—Market Risk." Although the Company may use financial instruments
such as foreign cumency forwards from time to time to reduce its exposure to cumency exchange rate
fluctuations in some cases, it may not elect or have the ability to implement hedges or, if it does
implement them, they may not achieve the desired effect.

The Company’s International operations are subject to various risks that may lead 1o decreases in
its financial results.

The risks associated with operating in foreign countries may have a negative impact on the Company’s
liquidity and net income. The Company's international operations generated approximately 73%, 72% and
70% of its consolidated net sales in 2007, 2006 and 2005, respectively. The business strategy of the
Company includes continued expansion of international activities. However, the Company’s international
operations are subject to various risks associated with operating in foreign countries, including:

* restrictiva trada policies;
-2
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+ inconsistent product regulation or policy changes by foreign agencies or governments,

= duties, taxes or government royalties, including the imposition or increase of withholding and other
taxes on remittances and other payments by non-U.S. subsidiaries;

= customs, import/export and other trade compliance reguiations;

» {oreign exchange rate risks;

« difficulty in collecting international accounts receivable and potentially longer payment cycles;
* increased costs in maintaining international manufacturing and marketing efforts;

+ non-tariff barriers and higher duty rates;

« difficulties in enfarcement of contractual obligations and intellectual property rights;
* @xchange controls;

« national and regional labor strikes;

* ilanguage and cultural barriers;

+ high social benefit costs for labor, including costs associated with restructurings;

e political, social, legal and economic instability;

« taking of property by nationalization or expropriation without fair compensation;

= imposition of limitations on conversions of foreign cumrencies into dollars or payment of dividends
and other payments by non-U.8. subsidiaries;

* hyperinflation and currency devaluation in certain foreign countsies where such currency
devaluation could affect the amount of cash generated by operations in those couniries and
thereby affect the Company’s ability to satisty its obligations; and

« war, civil disturbance and acts of terrorism.

There can be no guarantee that a deterioration of economic conditions in countries in which the Company
operates would not have a material impact.

The Company's profits will decline If the price of raw maeterials or energy rises and it cannot
increase the price of its products.

The Company uses various raw materials, such as aluminum and steel for packaging, in its
manufacturing operations. Sufficient quantities of these raw materials may not be available in the future.
in particular, steel suppliers have indicated that a shortage of raw materials to produce stee! and
increased global demand, primarily in China, have combined to create the need for steel price increases
to their customers and have resulted in a tighter supply of steel which could require allocation among their
stee! purchasing customers. Moreover, the prices of cerain of these raw materials, such as aluminum
and steel, have historically been subject to volatility. In 2007, consumption of steel and aluminum
represented approximately 27% and 34%, respectively, of the Company’s consolidated cost of products
sold, excluding depreciation and amortization. The average market price for steel used in packaging
increased approximately 4% and the average price of aluminum ingot on the London Metal Exchange
incraased approximately 3% during 2007. Supplier consolidations and recent government regulations
provide additional uncertainty as to the level of prices at which the Company might be able to source raw
materials in the future.
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As a rasull of raw material price increases, in 2007 the Company implemented price increases in most of
its steel and aluminum product calegories. There can be no assurance that the Company will be able to
fuily recover from its customers the impact of steel surcharges or stee! and aluminum price increases. In
addition, if the Company is unable to purchase steel or aluminum for a significant period of time, the
Company's steel or aluminum-consuming operations would be disrupted. The Company is continuing to
monitor steel and aluminum prices and the effect on its operations.

The Company may be subject lo adverse price fluctuations and surcharges, including recent steel price
increases discussed above, when purchasing raw materials. While certain, but not all, of the Company's
centracts pass through raw material costs 1o customers, the Company may be unable to increase its
prices to offset unexpscted increases in raw material costs without suffering reductions in unit volume,
revenue and operating income. In addition, any price increases may take effect after related cost
increases, reducing operating income in the near term. If any of the Company’s principal suppliers were
to increase their prices significantly, impose substantial surcharges or were unable o meet its
requirements for raw materials, sither or both of its ravenues or profits would decline.

In addition, the manufacturing facilities of the Company are dependent, in varying degrees, upon the
availability of water and processed energy, such as nalural gas and electricity. Certain of these energy
sources may become difficut or impossible to obtain on acceptable terms dua to external faciors or may
only be available at substantially increased costs, which could increase the Company's costs or interrupt
its business.

The loss of a major customer and/or customer consolidation could reduce the Company'’s net
sales and profitability.

Many of the Company's largest customers have acquired companies with similar or complementary
product lines. This consolidation has increased the concenwration of the Company's business with its
largest customers. In many cases, such consolidation has been accompanied by pressure from
customers for lower prices, reflecting the increase in the lotal volume of product purchased or the
elimination of a price differential between the acquiring customer and the company acquired. Increased
pricing pressures from the Company’s customers may reduce the Company’s net sales and net income.

The majority of the Company’s sales are to companies that have leading market positions in the sale of
packaged food, heverages and aerosol products to consumers. Although no one customer accounted for
more than 10% of its net sales in 2007, 2006 or 2005, the loss of any of its major customers, a reduction
in the purchasing levels of these customers or an adverse change in the terms of supply agreements with
these customers could reduce the Company's net sales and net income. A continued consolidation of the
Company's customers could exacerbate any such loss. :

The Company's business is seasonal and weather conditions could reduce the Company's net
sales.

The Company manufactures packaging primarily for the food and beverage can market. lts sales can be
affected by weather conditions. Due principally to the seasonal nature of the soft drink, brewing, iced tea
and other beverage industries, in which demand is stronger during the summer months, sales of the
Company’s products have varied and are expected to vary by quarter. Shipments in the U.S. and Europe
are typically greater in the second and third quarters of the year. Unseasonably cool weather can reduce
consumer demand for certain beverages packaged in its containers. in addition, poor weather conditions
that reduce crop yields of packaged foods can decrease customer demand for its food containers.

The Company Is subject to costs and liabilities reiated to stringent environmental and health and
safety standards.

Laws and regulations relating to environmental prolection and health and safely may increase the
Company's costs of operating and reduce its profitability. The Company's operations are subject to
numerous U.5. federal and state and non-U.S. laws and regulations goveming the protection of the
environment, including those relating 1o treatment, storage and disposal of waste, discharges into water,
emissions into the atmosphere, remediation of soil and groundwater contamination and protection of
employee heatth and safety. Future regulations may impose stricter environmental requirements affecting
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the Company's operations, For example, fulure restrictions in same jurisdictions on air emissions of
volatile organic compounds and the use of certain paint and lacquering ingredignts may require the
Company to employ additional control equipment or process modifications. The Company's operations
and properties, both in the U.S. and abroad, must comply with these laws and regulations.

A number of governmental authorities both in the U).S. and abroad have enacted, or are considering, lega!
requirements that would mandate certain rates of raecycling, the use of recycled malerials and/or
limitations on certain kinds of packaging materials such as plastics. In addition, some companies with
packaging needs have responded to such developments, and/or to parceived environmental concems of
consumers, by using containers made in whole or in part of recycled matenals. Such developments may
reduce the demand for some of the Company’s products, and/or increase its costs. See “Management's
Discussion and Analysis of Financial Condition and Results of Operations—Financial Position—
Environmental Matters.”

The Company has written down a significant amount of goodwill, and a further writedown of
goodwill would result in lower reporied net income and a reduction of its net worth,

During 2007, the Company recorded a charge of $103 million to writedown the value of goodwill in its
European metal vacuum closures business due to a decrease in projected operating resulls. Further
impairment of the Company's goodwill would require additional write-offs of goodwill, which would reduce
the Company’s net income in the period of any such write-off. At Decembaer 31, 2007, the carrying value
of the Company’s goodwill was approximately $2.2 billion. Under Statement of Financial Accounting
Standards No. 142, “Goodwill and Other Intangible Assets,” the Company is required to evaluate goodwill
reflected on its balance sheet at least annually, or when circumstances indicate a potential impairment. If
it determines that the goodwill is impaired, the Company would be required to write-off a portion or ail of
the goodwilk.

If the Company falls to retain key management and personnel the Company may be unable lo
implement its business plan.

Members of tha Company’s senior managemant have extensive industry experience, and it would be
difficult to find new personnel with comparable experience. Because the Company’s business is highly
specialized, we believe that it would also be difficult to replace the Company's kay technical personnel.
The Company believes that its future success depends, in jarge part, on its experienced senior
management team. Losing the services of key members of its management team could limit the
Company’s ability to implement its business pian.

A significant portion of the Company’'s workforce Is unionized and labor disruptions could
increase the Company’s costs and prevent the Company from supplying its customers.

A significant portion of the Company's workforce is unionized and a prolonged work stoppage or strike at
any facility with unionized employees could increase its costs and prevent the Company from supplying
its cuslomers. (n addition, upon the expiration of existing collective bargaining agreements, the Company
may not reach new agreements without union action and any such new agreemenis may not be on terms
satisfactory to the Company.

If the Company fails to maintain an effective system of internal controls, the Company may not be
able 1o accurately report financial resuits or prevent fraud.

Effective internal controls are necessary lo provide reliable financial reports and 1o assist in the effective
prevention of fraud. Any inability to provide reliable financial reports or prevent fraud could harm the
Company's business. The Company must annually evaluate its Inlemal procedures to satisfy ihe
requiremenis of Section 404 of the Sarbanes-Oxley Act of 2002, which requires management and
auditors 1o assess the effectiveness of internal controls. If the Company fails to remedy or maintain the
adequacy of its intemal controls, as such standards are modified, supplemented or amended from time to
time, the Company could be subject to regulatory scrutiny, civil or criminal penalties or sharsholder
litigation.
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In addition, failure to maintain adequate internal controls could result in financial statements that do not
accurately reflect the Company's financial condition. There can be no assurance that the Company will be
able to complete the work necessary to fully comply with the requirements of the Sarbanes-Oxley Act or
that the Company’s management and external auditors will continue to conclude that the Company's
internal controls are effective.

The Company Is subject to litigation risks which could negatively impact Its operations and net
income.

The Company is subject to various lawsuils and claims with respect to matters such as govemnmental,
environmental and employee benefils laws and regulations, securities, labor, and actions arising out of
the normal course of business, in addition to asbestos-related litigation described in *Pending and future
asbestos litigation and payments to setlie asbestos-related claims could reduce the Company's cash flow
and negatively impact its financial condition.” The Company is currently unabls to determine the total
expense or possible loss, il any, that may uitimately be incurred in the resolution of such legal
proceedings. Regardless of the ultimate outcome of such legal proceedings, they could result in
significant diversion of time by the Company’s management. The results of the Company's pending legal
proceadings, including any potential settlements, are uncertain and the outcome of these disputes may
decrease its cash available for operations and investment, restrict its operations or otherwise negatively
impact its business, operating resuits, financial condition and cash flow.

ITEM 1B. UNRESOLVED STAFF COMMENTS

There are no unresolved written comments that were received from the SEC staff 180 days or more
befaore the end af the Company's fiscal year relating to its periodic or current reponts under the Securities
Exchange Act of 1934,

ITEM2 PROPERTIES

As of December 31, 2007, the Company operated 141 manufacturing facilities of which 25 were leased.
The Company has three divisions, defined geographically, within which it manutactures and markets is
products. The Americas Division has 53 operating facilities of which 11 are leased. Within the Americas
Division, 33 facilities operate in the United States of which 8 are leased. The European Division has 75
operating facilities of which 11 are leased and the Asia-Pacific Division has 13 operating facilities of which
3 are leased. Some leases provide renewal options as well as various purchase options. The principal
manufacturing facilities at December 31, 2007 are listed below and are grouped by product and by
division.

Excluded Irom the list below are operating facilities in unconsclidated subsidiaries as well as service or
support facilities. The service or support facilities include machine shop operations, plant operations
dedicated to printing for cans and closures, coil shearing, coil coating and RD&E operations. Some
operating facilities produce moare than one product but have been presented below under the product with
the targest contribution {o sales.
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Americas Europe Asia-Pacific
Metal Lawrence, MA La Crosse, WI Custines, France Sevilla, Spain Phnom Penh, Cambodia
Packaging Kankakee, Il Worlang, WY Korinthos, Greece k4 Agba, Tunisia Beljing, China
Beverage Crawlordsvitie, IN Cabreuva, Brazil Patras, Greece Izmil, Turkey Foshan, China
and Mankato, MN Manaus, Brazil Amman, Jordan Dubai, UAE Rulzhou, China
Closures Batesville, MS Calgary, Canada Dammam, Saudi Arabia Bolcherby, UK Shanghal, China
Dayton, OH Montraal, Canada Jeddah, Saudi Arabia Braunslone, UK Selangor, Malaysia
Cheraw, SC Weslton, Canada Agoncillo, Spain Singapore
Conroe, TX Santafe de Bogota, Colombia Bangkadi, Thaiand
Fort Bend, TX Guadalajara, Mexico Hanoi, Viginam
Winchester, VA Carolina, Puerto Rico Salgon, Vietnam

. Olympia, WA . ) . ‘
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Food Winter Garden, Fl.  Seattle, WA - Brive, France Abtd]an lvory Coasl Bangpoo, Thailand
and Pulaski Park, MD Qshkash, Wi Carpentras, France Toamasina, Madagascar Haadyai, Thailtand
Closures Owalonna, MN Bolton, Canada Concameau, France (2) Casablanca, Morocco Samrong, Thailand

Omaha, NE Chatham, Canada Laon, France Golaniow, Poland
Lancasier, OH Caoncord, Canada Nantes, France Pruszez, Poland
Massilton, OH Dorval, Canada Cuiregu, France Alcochete, Portugat
Mill Park, OH Winnipeg, Canada Perigueux, France Timashevsk, Russia
Poriland, OR Kingston, Jamaica Lubeck, Germany Drakar, Senegal
Connellsvile, PA La Villa, Mexico Mahidori, Germany Dunajska, Slovakia
Hanover, PA Barbados, West Indios Seesen, Germany (2) Beltvilla, South Africa
Sufiolk, VA Trinidad, West Indies Tema, Ghana Logrono, Spain

Thessaloniki, Greece Mclina de Segura, Spain

Nagykoros, Hungary Sevila, Spain

Alhy, Ireland Vige, Spain

Aprilia, ltaly {2) Neath, UK

Battipaglia. ltaly Foole, UK

Calemno 3. llarip d'Enza, Naly  Wisbhech, UK

Nocera Superiore, aly (2) Waorcester, UK

Parma. Haly
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Aerosol Alsnp. IL Spananburg, SC Deume, Belgium Mijdrecht, Nethedands

Decatur, IL Toronto, Canada Spilamberto, italy Sution, UK
Faribaull, MN
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Plastic Venancio Alres, Brazil
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Specialty Belcamp, MD
Packaging St Laurent, Canada

Packaglng Manaus Brazil

Tt e T

Canmaking Norwalk cT

& Spares
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Hoboken, Belgium
Helsinki, Fintand
Chalillon-sur-Seine, France
Rouen, France

Vourles, France

Hitden, Germany
Mechemich, Germany
Ch:gnolo Po, Naly

e
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Shipley, UK
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Hoorn, Natherlands
Miravalles, Spain
Monimeto, Spain

Aesch, Swilzerland
Aintres, UK

Carligla, UK

Mansfield, UK

Newcasle, UK
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The Company's manufacturing and suppon faciliies are designed according to the requirements of the
praducts to be manufactured. Therelore, the type of construction varies from plant to plant. Warehouse
and delivery facilitios are generally provided at each of the manufacturing locations, although the
Company does lease outside warehouses.

Ongoing productivity improvements and ¢ost reduction efforts in recen! years have tocused on upgrading

improve efficiency and productivity and phase out
uncompetitive facilities. The Company has also opened new faciities to meet increases in markat
demand for its products. These actions reflect the Company’s continued commitment to realign

.manufacturing facilities 1o _maintain_its_competitive_position_in_its_ markets. The_Company continually .
reviews its operations and evaluates strategic opportunities. Further discussion of the Company's recent
restructuring actions and divestitures is contained within “Management's Discussion and Analysis of
Financial Condition and Resulls of Operations™ under the captions "Provision for Restructuring,” and
“Provision for Asset Impairments and Loss/Gain on Sale of Assets," and under Note B, Note O and Note

P to the consolidated financial statements,

and modemizing facilities to reduce costs,
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Utilization of any particular facility varies based upon demand for the product. While it is not possible to
measure with any degree of certainty or uniformity the productive capacity of these facilities, management
believes that, it necessary, production can be increased at several existing facilities through the addition
of personnel, capital equipment and, in some facilities, square footage available for production. In
addition, the Company may from time to time acquire additional facilities and/or dispose of existing
facilities.

The Company's Americas and Corporate headquanters are in Philadalphia, Pennsylvania, its European
headquarters is in Paris, France and its Asia-Pacific headquarters is in Singapore. Tho Company
maintains research facilities in Alsip, lllinois and in Wantage, England. The Company’s North American
and European facilities, with certain exceptions, are subject to liens in favor of the fenders under its senior
secured credit facility and under the Company’s first pricrity senior secured notes.

ITEM 3. LEGAL PROCEEDINGS

Crown Cork & Seal Company, Inc., a wholly-owned subsidiary of the Company (*Crown Cork”), is one of
many defendants in a substantial number of lawsuits filed throughout the United States by persons
altaging bodily injury as a result of exposure to asbestos. These claims arase from the insulation
operations of a U.S. company, the majority of whose stock Crown Cork purchased in 1963, Approximately
ninety days after the stock purchase, this U.S. company sold its insulation assets and was later merged
into Crown Cork. At December 31, 2007, the accrual for pending and fulure asbestos claims that are
probable and eslimable was $201 million.

In 2003, Crown Cork amended the retiree medical benefits that it had been providing to approximately
10,000 retirees pursuant to a series of collective bargaining agreements between Crown Cork and certain
unions. Crown Cork has been a party to litigation in which the USWA and 1AM unions and retirees
claimed that the retirce medical benefits were vested and that the amendments breached the applicable
collective bargaining agreements in violation of ERISA and the Labor Management Relations Act. In
binding arbitration regarding the USWA matter, the arbitrator ruled in favor of the USWA parties with
respect to employaaes who retired prior to the 1993 collective bargaining agreement and in favor of Crown
Cork with respect to employees who retired undar the 1993 and 1998 collective bargaining agreements.
The parties are in the remedy stage of the arbitration with respect to employees who retired prior to the
1993 agreement. The Company believes the remedy is not expected to have a material adverse affect
on its financial position. With respect to litigation involving Crown Cork and the IAM parties, a federal
district court in Nebraska ruled that, pursuant to the collective bargaining agreement, the matter should be
resclved through arbitration. Crown Cork appealed that decision to the Eighih Circuit Count of Appeals.
The Eighth Circuit determined that the retiree medical benefits were not vested and that the Company
has the unilateral right to modify or discontinue these benefits. The period for requesting review of the
decision to the U.5. Supreme Court expired in December 2007 and the litigation with the 1AM parties
formally concluded in January 2008.

The Company has been identified by the Environmental Protaction Agency as a polentially responsible
party (along with others, in most cases) at a number of sites.

Further information on these matters and other legal proceedings is presented within “Management's
Discussion and Analysis of Financial Condilion and Results of Operations™ under the captions “Provision
for Asbestos” and “Envirocnmental Matters” and under Note M and Note N to the consolidated financial
statements,

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None,

EXECUTIVE QFFICERS QF T

Information concerning the principal executive officers of the Company, including their ages and
positions, is set forth in Part 11, item 10, “Directors, Executive Officers and Corporate Governance™ of this
Report.
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PARTH

ITEM 5. MARKET FOR REGISTRANT'S COMMON STOCK AND RELATED STOCKHOLDER MATTERS

The Registrant’s common stock is listed on the New York Stock Exchange. On February 22, 2008, there
were 5,713 registered shareholders of the Registrant's common stock, including 1,636 participants in the
Company’'s Employee Stock Purchase Plan. The market price of the Registrant’'s common stock at
December 31, 2007 is set forth in Part It of this Repont under Quarterly Data {unaudited). The foregoing
information regarding the number of registered sharehoiders of common stock does not include persons
holding stock through clearinghouse systems. Datails regarding the Company’s policy as to payment of
cash dividends and repurchase of shares are set forth within Part |1, tem 7, “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” under the caption “Common Stock and
Other Shareholders' Equity/(Deficit)” and under Note Q to the consolidated financial statements.
Information with respect to shares of common stock that may be issued under the Company's equity
compensation plans is set forth in Part N, ltem 12, “Security Ownership of Certain Beneficial Owners and
Management and Related Stockholder Matters," of this Report.

Issuer Purchases of Equity Securities

The following table provides information about the Company's purchase of equity securities during the
year ended December 31, 2007.

Approximate Dollar Va_fue of
Total Number ol Shares Shares thal May Yet Be
Purchased as Part of |Purchased under the Programs
Total Number Avarage Price | Publicly Announced As ol the end of the Period
. ol Shares Purchased Per Share Programs {milions)
2007
July 740,815 $24.42 740,815 $209
August 4,234,077 $23.62 4,234,077 $109
Total 4,974,892 $23.74 4,974,892 $109

In August 2007, the Company entered into an accelarated share repurchase program with BNP Paribas
for approximately $100 million. Pursuant to the agreement, the Company purchased 4,088,068 shares in
the third quarter with the potential for receipt of additional shares upon completion of the transaction. The
transaction was completed in November and resulted in the receipt of an additional 148,009 shares. The
price for the shares was based on the Company’s volume-waighted average stock price during the term
of the transaction.

On February 28, 2008, the Company's Board of Directors authorized the repurchase of up to $500 million
of the Company’s outstanding stock from time to time through December 31, 2010, in the open markel or
through privately negotiated transactions, subject to the terms of the Company’s debt agreements, market
conditions, the Company's ability to generate operating cash flow, altemative uses of operating cash flow
(including the reduction of indebtedness), and other factors. This authorization replaces and supersedes
all previous ouistanding authorizations to repurchase shares. The Company is not obligated to acquire
any shares of common stock and the share repurchase plan may be suspended or terminated at any time
al the Company's discretion. The repurchased shares are expected to be used for the Company’s stock-
based benefit plans, as required, and for other general corporate purposes.
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COMPARATIVE STOCK PERFORMANCE
Comparison of Five-Year Cumulative Total Return {a)
Crown Holdings, Inc., S&P 500 Index, Dow Jones “U.S. Containers & Packaging® Index (b)

$400

2 $100

” 1 L N N
' 2003 2004 2005 2008 2007
Fiscal Year Ended December 31
==—8==Crown Holdings ---8-:- SLP 500 Indox "e==pDnw jones "U.5. Contalners & Packaging™ Indox

Assumes that the value of the investment in Crown Hoidings, Inc. common stock and each index was
$100 on December 31, 2002 and that all dividends were reinvested.

Industry index is weighted by market capitalization and is comprised of Crown Holdings, Inc.,
AptarGroup, Ball, Bemis, MeadWestvaco, Owens-llinois, Packaging Comp. of America, Pactiv, Sealed
Air, Smuifit-Stone Contalner, Sonoco, Temple-Inland and West Pharmaceuticat Services.
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[IEM 8. CTED FINANCIAL DATA
. (in millions, except per share, ratios
and other statistics) 2007 2006 2005 2004 2003

Summary of Operations (1)

Net sales |, e B 7727 $ 6982 $ 6675 §6285 $ 5787
Cost of products sold excludnng deprecuancm )

and amortization.., 6,471 5,863 5,527 5,235 4,858
Depreciation and amomzabon ................................... 229 227 237 247 265
Selling and administrative expense .........c.ccoceceerine. 385 NG 339 307 280
Provision for asbestos... 25 10 10 35 44
Provision for reslructunng . 20 15 13 6 12
Provision for asset 1mpanrmenls and Iosslgam

on sale of assets .. . 100 64) ( 18) K] 65
Loss from early extanguushmems of debt 383 39 12
Inlerest expense, net of interest income.................... 304 274 352 353 368
Translation and exchange adjustments ... ( 12) <] 94 { a8) 207)

Income(loss) from continuing operations
bafora income taxes, minority interests

and equity @armiNgs.........cccccoeccrvcverresrees e eree e 201 335 (  262) 130 72
Provision/(banefit) for income taxes...........cc.cceee. { 400) ( 62) 1 87 72
Minority interests and equity eamings ....................... _{ 73) 55) { 39) ( 27) G 56)
Income/{loss) from continuing operations ................. % S2B $§. 342 ($ 312} § 36 (%  56)

Financial Position at December 31 (2)

Working capital/(deficit).........c..cooveeieeee $ 151 $ 157 (3 47) $§ 306 $ 120
TOtal @8S015 ....coveii et et 6,979 6,409 6,596 8.1 7,807
Total cash and cash equivalents. ............................ 457 407 294 471 4Mm
Total debt...cooveecei s e 3,437 3,541 3,403 3,872 3,939

Total debt, less cash and cash equivalents,

to total capitalization {3).......ccccccecvrinriciiicieccinns 89.8% 107.4% 98.1% 86.7% 90.5%
Minority interests ........c..ooeecv oo, 323 279 246 201 197
Shareholders' equity/(deficil).............ccceeeveveennreveenan. 15 494) | 185} 320 174

Common Share Data {dollars per share)
Eamlngs/(loss) from contlnumg operatlons

Basic .. creriaa $ 327 $ 207 ($ 188) § 022 (§ 034)

e T 3.19 201 ( 1.88) 021 ( 034)
Market price on December 31......c.ocoevviveivcercne e, 25.65 20.92 19.53 13.74 9.06
Book value based on year-end outstanding shares.. 009 ( 304 ( 111) 1.93 1.05
Number of shares outstanding at year-end............... 159.8 162.7 166.7 165.6 165.0
Average shares outstanding

BaSIC ..coeeneeeeee et 161.3 165.5 165.9 165.3 164.7

Dilated. ... 165.5 169.8 165.9 168.8 164.7
Cther
Capital expenditures .......cccccrvvvvvvvicnvencvssrene. 3 156§ 191 % 182 8 138 ¢ 120
Number of employees............ccooveeeviieeeiceeeee . 21,819 21,749 24,055 27.645 27.444
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ELECT NANCIAL DATA {Continued}

Notas:

(1)

(2)

(3)

The summary of operations data has been recast to exclude those businesses that were divested in
2005 and 2006 as discussed under Note B to the consolidated financial statermnents, and to reflect the
change in mathod of accounting for U.S. inventories as discussed under Note G to the consolidated
financial statoments.

As discussed under Note C 1o the consolidated financial statements, the Company began
consolidating its Middle East beverage can operations as of September 1, 2005. The summary of
operations data, therefore, includes a full year of consolidated results for these operations in 2007
and 2006 and a parial year for 2005.

Working capital, total assels, total debt, less cash and cash equivalents, to total capitalization,
sharsholders’ equity/{deficit), and book value per share have been recast to reflect the change in
method of accounting for U.S. invenlories as discussed under Nole G to the consolidated financial
statements.

Total capitalization consists of total debt, minority interests and shareholders' equity/{(deficit), less
cash and cash equivalents,
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ITEM7 MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

{in millions, except per share, employee, shareholder and stafislical data; per share earnings
are quoted as diluied)
INTRODUCTION

This discussion summarnizes the significant factors affecting the results of operations and financial
condition of Crown Holdings, Inc. (the “Company”) as of and during the three-year peried ended
Decembar 31, 2007. This discussion should be read in conjunction with the consolidated financial
statements included in this annual report.

As discussed in Note B 1o the consolidated financial statements, the Company sold its plastic closures
business in 2005 and its European plastics and Americas health and beauty care businesses in 2006.
The resuits of aperations for prior periods used in the following discussion have been recast to report
these businesses as discontinued operations.

During the fourth quarter of 2007, the Company changed its method of accounting for the cost of
inventories in its Uniled States operations from the last-in, first-out {"LIFO") method to the first-in, first-out
(*FIFQ") method. Al results have been presented on a FIFQ basis as if the accounting change had
occumad as of January 1, 2005. See Note G 1o the consoclidated financial statements for further
information regarding the impact of the Company's change to the FIFQ method.”

IVE OVERVIEW

The Company's principal areas of focus include improving segment income and cash flow from
operations, and reducing debl. Segment income is defined by the Company as gross profil less seliing
and administrative expenses. See Note Y to the consolidated financial statements for a reconciliation of
segment income from reportable segments to income/(loss) from continuing operations before income
taxes, minority interests and equity earnings.

Improving segment income is primarily dependent on the Company's ability to increase revenues and
manage cosis. Key strategies for expanding sales include targeting geographic markets with strong
growth potential, such as the Middle East, Asia, Latin America and southern and central Europe,
improving selling prices in certain product lines and developing innovative packaging products using
proprietary technology. The Company’s cost control efforts focus on improving operating efficiencies and
managing matserial and labor costs, including pension and other benefit costs.

The reduction of debt remains a principal strategic goal of the Company and is primarily dependent upon
the Company's abllity to generate cash flow from operations. In addition, the Company may consider
divestitures from time to time, the proceeds of which may be used to reduca dabt. The Company’s total
debt decreased by $104 to $3,437 at December 31, 2007 from $3,541 at December 31, 2008. The
decrease of $104 was net of $120 of increase due 1o the currency translation effect of debt denominated
in foreign currencies. Cash balances increased by $50 to $457 at December 31, 2007 trom $407 al
December 31, 2008, including $31 of increase due to currency translation,

The Company may also #rom time to time consider transactions such as acquisitions (which may increase
the Company's indebtedness or involve the issuance of Company securities), dispositions, refinancings or
the repurchase of Company comman stack pursuant to Board approved repurchase authorizations (under
which $109 was available at Decernber 31, 2007, and $500 was available as of February 28, 2008).
Such transactions, including the repurchase of Company cornmon stock, would be subject to compliance
with the Company’s deht agreements.

The cost of aluminum and steel, the primary raw materials used to manufacture the Company’s products,
has increased significantly in recent years. The Company attempts to pass-through these increased
costs to its customers through provisions that adjust the selling prices to cerain customers based c¢n
changes in the market price of the applicable raw material, or through surcharges where no such
provision exists. However, there can be no assurance that the Company will be able to fully recover from
its customers the impact of the increased aluminum and steel costs.
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RESULTS OF OPERATION

The foreign currency translation impacts referred to below are primarily due to changes in the euro and
pound sterling in the European Division oparating segments and the Canadian dofiar in the Americas
Division operating segments.

NET SALES

Net sales during 2007 were $7,727, an increase of $745 or 10.7% versus 2006 net salas of $6,982. The
increase In net sales during 2007 reflects higher sales unit volumes, the pass-through of material cost
increases to customers and $376 from the favorable impact of foreign currency translation.

Net sales from U.S. operations accounted for 27.2% of consolidated net sales in 2007, 28.3% in 2008
and 30.1% in 2005. Sales of beverage cans and ends accounted for 46.5% of net sales in 2007
compared to 44.5% of net sales in 2006 and 43.8% of net sales in 2005. Sales of food cans and ends
accounted for 33.5% of net sales in 2007, 35.0% in 2006 and 35.3% in 2005.

Net sales in the Americas Beverage segment increased 9.4% from $1,600 in 2006 to $1,751 in 2007,
primarily due to the pass-through of higher material costs to customers and recovery of sales unit
volumes. Net sales during 2006 decreased 4.4% from $1,674 in 2005, primarily due to lower sales unit
volumes,

Nel sales in the North America Food segment increased 3.4% from $821 in 2006 to $849 in 2007, and
net sales during 2006 increased 6.3% from $772 in 2005, primarily due to the pass-through of higher
material costs to customers.

Net sales in the European Beverage segment increased 22.3% from $1,174 in 2006 to $1,436 in 2007,
primarily due to increased sales unit volumes and the pass-through of higher material costs to customers,
and also included $69 of foreign currency translation. Net sales in 2006 increased 21.8% from $963 in
2005, primarily due to $117 from the full year consclidation of certain Middle East operations as
discussed in Note C to the consolidated financial statements, and increased sales unit volumes.

Net sales in the European Food segment increased 5.6% from $1,885 in 2006 to $1,991 in 2007 primarily
due to $176 from the favorable impact of foreign currency transiation, partially offset by a decline in sales
unil velumes due to weather conditions and the resulting poor harvest. Net sales in 2006 increased 2.3%
from $1,842 in 2005, primarily due to the pass-through of higher material costs to customers, and also
included $17 from foreign currency translation.

Net sales in the European Specialty Packaging segment increased 7.7% from $427 in 2006 to $460 in
2007, primarily due to the favorable impact of foreign currency translation. Net sales in 2006 increased
5.2% from $406 in 2005, primarily due to the pass-through of higher material costs to customers.

F PRODUCT i 1 RTIZATION)

Cost of products sold, excluding depreciation and amortization, was $6,471 in 2007, an increase of 10.4%
from $5,863 in 2006. The increase in 2007 was primarily due to the impact of currency translation of
$316 and higher material costs, primarily aluminum and steel. Cost of products sold, excluding
depreciation and amortization, of $5,863 in 2006 increased 6.1% from $5,527 in 2005. The increase in
2006 was primarily due to the impact of foreign currency translation of $55 and higher material costs. As
a percentage of net sales, cost of products sold, excluding depreciation and amortization, was B3.7% in
2007 compared to 84.0% in 2006 and 82.8% in 2005.

Steel suppliers have indicated that a shortage of raw materials to produce steel and increased global
damand, primarily in China, have combined to create the need for steel price increases to their customers
and have resutted in a tighter supply of steel which could require allocation amonyg their steel purchasing
customners,
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As a result of the steel and aluminum price increases, the Company has implemented price increases to
many of its customers. However, there can be no assurance that the Company will be able to fully
recover from its customers the impact of price increases. In addilion, if the Company is unable 1o
purchase steal or aluminum for a significant period of time, its operations would be disrupted.

DEPRECIAT

Depreciation and amortization during 2007 was $229, an increase of $2 from $227 in 2008, after a
decrease of $10 from expense of $237 in 2005. The increase in 2007 was primarily due to $11 of foreign
curency translation, offset by $9 of decreases due to decreased capital spending in recent years. The
decrease in 2006 was primarily due to decreased capital spending in recent years.

SELLING AND ADMINISTRATIVE EXPENSE

Sellmg and administrative expense for 2007 was $385, an increase of 21.8% from the 2006 expense of
$316, following a decrease of 6.8% from $339 in 2005. The increase in 2007 was primarily due to higher
incentive compensation costs and $18 from the impact of foreign currency translation. The decrease in
2006 was primarily due o decreased incentive compensation costs.

EGM IN E

Segment income in the Americas Baverage segment increased $22 or 13.8% from $160 in 2006 to $182
in 2007, primarily due to higher sales unit volumes. Segment income in 2006 decreased $37 or 18.8%
from $197 in 2005, primarily due to higher costs for freight, coatings and utilities, and also included $13
due to lower sales unit volumes,

Segment income in the North America Food segment increased $6 or 8.6% from $70 in 2006 to $76 in
2007, primarily due to cost raductions, including from prior year capital spending programs. Segment
income in 2006 increased $28 or 686.7% from $42 in 2005, also primarily due to cost reductions, and
included $9 from increased sales unif volumes.

Segment income in the Europeran Baverage segment increased $63 or 51.6% from $122 in 2006 to $185
in 2007, primarity due to increased sales unit volumes. Segment income in 2006 decreased $i8 or
12.9% from $140 in 2005, primarily due to higher material costs.

Segment income in the European Faod segment decreased from $174 in 2005 to $173 in 2007, primarily
due to lower sales unit volumas oftset by the favorable impact of foreign currency transiation, Segment
income in 2006 decreased $24 or 12.1% from $198 in 2005, primarily due to higher material costs,
partially offset by a reduction of $11 in depreciation expense.

Segment income in the European Specialty Packaging segment decreased $9 or 39.1% from $23 in 2006
to $14 in 2007, primarlly due to lower sales unit volumes. Segment income in 2006 increased $3 or
15.0% from $20 in 2005, primarily due to improved selling prices.

PBOVISION FOR ASBESTOS

Crown Cork & Seal Company, Inc. is one of many defendants in a substantial number of lawsuits filed
throughout the United States by persons alleging bodily injury as a result of exposure 10 asbestos. During
2007, 2006 and 2005 the Company recorded charges of $29, $10 and $10, respectively, 1o increase its
accruval for asbestos-relaled costs. See Note M to the consolidated financial stalements for additional
information regarding the provision for asbestos-related costs.

\i RESTRUCTURING

During 2007, the Company provided a pre-tax charge of $20 for restructuring costs, including $7 for
severance and other exit costs in the European Food segment, $6 for the reclassification of cumulative
translation adjustments to eamnings from the closure of its operations in Indonesia, $3 of corporate costs
for the settliement of a iabor dispute related to prior restructurings, and $4 for other severance and exit
costs. The actions are expected 1o save $7 pre-tax on an annual basis when fully implemented.
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During 2008, the Company provided a net pre-tax charge of $15 for restructuring costs, including $6 for
severance costs in the European Food segmen to close a plant, $4 of corporate chargaes for the
estimated setlement costs of a labor dispute related to prior restructurings, $3 for severance costs in the
Europsan Specialty Packaging segment to reduce headcount, and $4 for othar severance and axit costs,
partially offset by a reversal of $2 of severance costs provided during 2005.

During 2005, the Company provided a pre-tax charge of $13 for restructuring costs, including $3 in the
Americas Baverage segment for severance costs 1o reduce haadcount at a plant, $5 for severance cosls
to reduce headcount in a European aerosol can plant, $2 for severance costs to reduce headcount in the
U.S. research and development group, and $3 for other severance and exit costs.

See Note O to the consolidated financial statemenis for additional information on these charges.
ASSET IMPAIRMENTS AN S, N SALE OF A

During 2007, the Company recorded net pre-tax charges of $100 for asset sales and asset impairments,
primarily including a non-cash goodwill impairment charge of $103 in the European metal vacuum
closures business, partially offsat by $3 of other net gains from asset sales and impairment charges. The
Company had net pre-tax gains of $64 in 2006 and $18 in 2005. See Note P 1o the consolidated financial
statements for additional information.

LOSS FROM EARLY EXTINGUISHMENTS OF DEBT

During 2005, the Company repaid ils prior revolving credit facility and the majority of its second and third
priority senior secured notes and recognized a loss of $379 in connection with the transactions, consisting
of $278 of premiums and fees and the write-off of $101 of unamortized fees and unamortized interest rale
swap termination costs related to the refinanced facilities and notes. The Company recognized an
additionai loss of $4 from early extinguishments of debt for premiums paid to purchase certain unsacured
notes prior to their maturity.

See Note T 1o the consolidated financial statements for additional information on the early
extinguishments of debt.

INTEREST EXPENSE

Interest expense of $318 in 2007 increased $32 or 11.2% from 2006 interest axpense of $286 due to
higher average short-term borrowing rates and foreign currency translation. Interest expensa of $286 in
2006 decreased $75 or 20.8% from 2005 interest expense of $361 primarily due to decreased borrowing
rates from the Company's November 2005 refinancing.

Information about the Company’s 2005 refinancing activities is summasized in the Liquidity and Capital
Resources section of this discussion and in Notes S and T to the consolfidated financial statements.

TRAN XCHANGE ADJUSTMENT

During 2007, 2006 and 2005, the Company recorded pre-tax foreign exchange gains of $12, and losses
of $6 and $94 respectively, primarily for certain subsidiaries that had unhedged cumency exposure arising
from intescompany debt obligations. The gains and losses are included in translation and exchange
adjustments in the Consolidated Statements of Operations.

TAXES ON INCOME

Taxes on income for 2007, 2006 and 2005 were banefits of $400 and $62, and a provision of $11,
respectively, against pre-tax income of $201 in 2007, $335 in 2006 and a pre-tax loss of $262 in 2005.

The primary items causing the 2007 eftective rate to differ from the 35.0% U.S. slatutory rate were

benefits of $485 for valuation allowance adjustments and $35 duse to foreign income taxed al lower rates,
and a cost of $36 for the effect of a non-deductible goodwill impairment charge.
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The primary items causing the 2006 effective rate to differ from the 35.0% U.S. slatutory rate were
banefits of $121 related to a minimum pension liability adjustment, $30 due to foreign income taxed at
lower rates and $13 for a reinvesiment tax credit.

The primary items causing the 2005 effective rate to differ from the 35.0% U.S. statutory rate were an
increase of $108 due to valuation allowance adjustments and a decrease of $20 due to foreign income
taxed at lower rates.

See Note X to the consdlidated financial statements for additional information regarding income taxes,
including information regarding the Company’s release of a portion of its U.S. deferred tax valuation
afiowances in the fourth quarter of 2007.

MINORITY INTERESTS AND EQUITY EARNINGS

Minority interests’ share of net income was $73, $55 and $51 in 2007, 2006 and 2005, respectively. The
increase in 2006 was primarily due to the consolidation of certain Middle East operations beginning in
September 2005 as discussed in Note C to the consolidated financial statements, and the increase in
2007 was primarily due 1o higher profits in those operations.

Equity in earnings was less than $1 in 2007 and 2006, and $12 in 2005, The decrease in 2007 and 2006
compared o 2005 was primarily due to the consolidation of certain Middle East operations beginning in
September 2005 as discussed in Note C to the consolidated financial statements.

Di I

During 2006, the Company sold its remaining European plastics businesses and its Americas healh and
beauty care business for total proceeds of $6, and recognized a loss of $27 on these transactions. In
2005, the Company sold its plastic closures business for total proceeds of $690, and recognized a loss of
$44 related to the transaction. The plastic closures assets that were sold included $50 of cash and the
Company paid $13 in fees related to the sale, resulting in net proceeds of $627. See Note B to the
consolidated financial statements for further information on these divestitures.

EINANCIAL POSITION
LIGUIDI

Cash and cash equivalents were $457 at December 31, 2007 compared to $407 and $294 at December
31, 2008 and 2005, respectively. Cash provided by operating activities was $509 in 2007 compared to
$355 in 2006 and cash used of $122 in 2005. The significant change in cash from operations in 2007
compared to 2006 included improved operating results and an increase of $118 from working capital
reductions, partially offset by decreases of $37 and $19 for higher interest and tax payments,
respectively.

Cash provided by operating activities increased by $477 in 2006 compared to 2005, including increases
of $278 due to lower payments for debt refinancing premiums and fees, $311 due to lower pension
conributions, and $133 due to fower net interest payments; partially offset by a decrease of $165 in cash
provided by working capital.

Payments for asbestos were $26 in 2007, $26 in 2006 and $29 in 2005, and the Company expects 10 pay
approximately $26 in 2008. The Company contributed $65 ta its pension plans in 2007 and expects to
contribute approxirnately $67 in 2008.

Cash flow used by investing activities in 2007 was $94 and included $156 of capital expendilures offset
by $66 of proceeds from sales of property, plant and equipment. Capital expenditures ware lowsr than
the two previous years due to the complefion in 2006 of an expansion of the Middle East operations. The
proceeds of $66 included $16 from the 2007 sale of a properly in Spain, and $39 from the collection of a
note due from the 2006 sale of a separate property in Spain.
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Cash flow from investing activities in 2006 was a use of $111 compared to a source of $454 in 2005 as
2005 inciuded $827 of net proceeds from the sale of the plastic closures business as discussed in Note B
to the consolidated financial slatements. Capital expenditures of $191 in 2006 and $192 in 2005 were
higher than recent years due to an expansion of the Middie East operations and, in 2005, additiona!
spending in the plastic closures business prior 10 its divestiture.

Cash flow used for financing activities in 2007 increased from $158 in 2008 to $396 in 2007 as increased
cash from operating activities in 2067 was used to repay debt.

Cash flow used for financing activities decreased from $497 in 2005 1o $158 in 2006 as cash and
business sale proceeds were used 1o repay debt in 2005, partially offset by an increase in stock
repurchases from $38 in 2005 to $135 in 2008.

Cash flow from financing activities included dividends paid to minority interests of $38, $29 and $45 in
2007, 2006 and 2005, respectively. These dividends were paid to the Company's joint venture partners
or other shareholders primarily in the Company's consolidated non-wholly owned subsidiaries in South
America, the Middle East and Asia. '

The Company is highly leveraged. The ratio of total debt, less cash and cash squivalents, to total
capitalization was 89.8%, 107.4% and 98.1% at December 31, 2007, 2006 and 2005, respectively, Total
capitalization is defined by the Company as lotal debt, minority interests and shareholders' equity/(deficit),
less cash and cash equivalents.

The Company funds its operations, debt services and other obligations primarity with cash flow from
operations (including ihe accelerated receipt of cash under its receivables securitization and factoring
facilities) and borrowings under its revolving credit facility. The Company may also consider divestityres
from time to time, the proceeds of which may be used to reduce debt. The Company had no outstanding
borrowings undar its $800 revolving credit facility at December 31, 2007 and had $272 of securitized
receivables. The Company also had $78 of outstanding letters of credit under its revolving credit facility
as of December 31, 2007, which reduced the amount of borrowings otherwise available under the credit
tacility to $722.

The Company's debt agreements contain covenants that provide limits on the ability of the Company and
its subsidiarles to, among other things, incur additional debt, pay dividends or repurchase capital stock,
create liens, and engage in sale and leaseback transactions.

DEBT BEFINANCINGS

In August 2006, the Company entered into an amendment 10 its first pricrity credit facitity providing for an
additional $200 first priority term loan facility due 2012. In December 2006, the Company paid $15 to the
holders of its first priority senior secured notes to amend the indenture 1o conform certain provisions to
comparable provisions in the senior secured facility. Among other things, the amendments allow the
Company to incur an additional $200 of indebtedness collateralized by the same liens as the notes
and to make $100 of additional restricted payments of any type, including restricted payments for
the repurchase or other acquisition or retirement for value of shares of Company cormmon stock.

in 2005, the Company sold $500 of 7.625% senior notes due 2013 and $600 of 7.75% senior notes dus
2015, and entered into an $800 first priority revolving credit facility dus 2011, and a first priority term loan
facility due 2012 comprised of $165 and €287 term loans. The proceeds from the refinancing were used
to repay the Company’s 2004 revolving credit facility and all but $36 of its second and third priority senior
secured notes, and o pay premiums, fess and expenses associated with the refinancing.

See Notes F, § and T 1o the consolidated financial statements for further mformation rélatiﬁg to the
Company’s refinancings and liquidity and capital resources.

-28-



Crown Holdings, Inc.

BACTUAL OBL
. Contractual cbligations as of December 31, 2007 are summarized in the lable below.
Paymenis Due by Pericd
2013 &
2008 2009 2010 2011 2012 after Total

Long-term debt $ 38 $ 33 $3 $ 739 $ 747 $1,804  $3,397
Interest on long-term debt 242 240 238 235 188 138 1,281
Operating leases 65 52 42 32 27 65 283
Projected pension contributions 67 67
Postretirement obligations 45 35 35 36 36 189 376
Purchase obligations 2,667 559 343 3 2 1 3,475
Total contractual cash

obligations $3,024 $919 $694 31,045 $1,000 $2197 $8,879

Interest on long-term debt is presented through 2013 only, represents the interest that will accrue by year,
and is calculated based on interest rates in effect as of Decermber 31, 2007. Interest on the credit facility
borrowings is based on the outstanding balances as of December 31, 2007.

The projected pension contributions caption includes the minimum required contributions the Company
expects to make in 2008 to fund its plans. The postretirement obligations caption includes the expected
payments through 2017 1o retirees for medicat and life insurance coverage. The pension and
postretirement projections require the use of numerous estimates and assumptions such as discount
rates, rates of return on plan assets, compensation increases, health care cost increases, mortality and
employee tumover. Accordingly, these amounts have been provided for one year only in the case of
pensions and through 2017 in the case of postretirement costs.

Purchase obligations include commitments for raw materials and utilities at December 31, 2007. These
commitments specify significant terms, Including fixed or minimum quantities 10 be purchased: fixed,
minimum or variable pricing provisions; and the approximate timing of transactions.

The obligations above exclude $41 of unrecognized tax benefits for which the Company has recorded
liabilities in accordance with FIN 48. These amounts have been excluded because the Company is
unable tn estimate when these amounts may be paid, If at all. See Note X to the consolidated financial
statements for additional information on the Company's unrecognized tax benefits.

In order to further reduce leverage and fulure cash interest payments, the Company may from time to
time repurchase outstanding notes and debentures with cash or exchange shares of its cornmon stock for
the Company’s outstanding notes and debentures. The Company will evaluate any such transactions in
light of then existing market conditions and may determine not to pursue such transactions.

MARKET RISK

In the normal course of business the Company is subject to risk from adverse fluctvations in foreign
exchange and interest rates and commodity prices. The Company manages these risks through a
program that includes the use of derivative financial instruments, primanly swaps and forwards.
Counterparties to these contracts are major financial institutions. These instruments are not used for
trading or speculative purposes. The extent to which the Company uses such instruments is dependent
upon its access to them In the financial markets and its use of other methods, such as netting exposures
for foreign exchange risk and establishing sales arrangements that permit the pass-through to customers
of changes in commodity prices and foreign exchange rates, to effectively achieve its goal of risk
reduction. The Company’s objective in managing its exposure to market risk is to limit the impact on
earnings and cash flow.
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The Company manages foreign currency exposures at the operating unit level. Exposuraes that cannot be
naturally offset within an operating unit are hedged with derivative financial instruments where possibla
and cost effective in the Company's judgment. Foreign exchange contracts which hedge defined
exposures generally mature within twelve months. The Company does not generally hedge its exposure
to transiation gains or losses on its nan-U.S. net assets. The Company, from time to time, enters into
cross-currency swaps to hedge foreign currency exchange and interest rate risk for subsidiary debt which
is denominated in currencies other than the functional currency of the subsidiary.

The table below provides information in U.S. dollars as of December 31, 2007 about the Company’s
forward cumency exchange contracts. The majority of the contracts expire in 2008 and primarity hedge
anticipated transactions, unrecognized firm commitments and intercompany debt and are recorded at fair
value. The contracts with no amounts in the fair value column have a fair valus of less than $1.

Contract
Conltract Fair Value Average Contractual
Bu It Amount gain/(loss) Exchange Rate
U.S. dollars/Eurc $252 ($ 2) 1.45
Euro/Sterling 193 14 1.47
Euro/Canadian dollars 116 { 1) 0.68
Sterling/Euro 72 { 2) 0.72
U.S. doltars/Canadian dollars 68 1.00
U.S. dollars/Thai Baht 36 { 4 34.10
Euro/Polish Zicty 23 { n 3.72
Euro/Swiss Francs 14 0.60
U.S. dollars/Sterling 6 2.08
Singapore dollars/U.S. dollars 5 1.48
$785 $ 4

At December 31, 2007, the Company had additional contracts with a notionat value ot $3 to purchase or
sell olher currencies, principally Asian. The aggregate fair value of these contracts was not material.

As of December 31, 2007, Crown European Holdings (“CEH”}, a euro functional currency subsidiary, had
U.S. dollar exposure on intercompany debt of $580 owed to a U.S. subsidiary of the Company. As
discussed in Note U to the consolidated financial statements, CEH has entered into CIOSS-CUITancy swaps
as a hedge against $460 of that exposure. The remaining exposure of $120 is hedged by a forward
currency exchange contract that is included in the table above.

The Company, from time to time, may manage its interest rate risk, primarily from fluctuations in variable
interest rates, through interest rate swaps in order to balance ils exposure between fixed and variable
rates while attempting to minimize its interest costs. Interest rate swaps and other methods of mitigating
interest rate risk may increase overall interest expense.

The table below presents principal cash flows and relaled interest rates by year of maturity for the
Company's debt obligations. Variable interest rates disclosed rapresent the weighted average rates at
Dacember 31, 2007.

Year of Maturity
Debt, 2008 . 2009 2010 -2011 2012 Thereafter.
Fixedrate .......ccccccccececeviveee. & 7 $§ 6 $ 9 $716 $ 1 $1.804
Average interestrate............. 6.0% 5.7% 6.5% 6.4% 5.4% 7. 7%
Variable rate...................... $76 $ 27 $ 27 $ 23 $746
Average interest rate............. 6.3% 6.4% 6.3% 6.4% 6.6%

The total future payments of $3,442 at December 31, 2007 include $2.220 of U.S. dollar-denorninated
debt, $1,133 of euro-denominated debt and $89 of debt denominated in other currencies.
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Aluminum, a basic raw material of the Company, is subject fo significant price fluctuations which may be
hedged by the Company through forward commodity contracts. Current contracts involve aluminum
forwards with a notional value of $265 and a fair valua loss of $18. Any gains or losses realized from the
use of these contracts are included in inventory 1o the extent that they are designated and effective as
hedges of the anticipated purchases. The maturities of the commodity contracts closely cormrelate to the
anticipated purchases of those commoditias. These contracts are used in combination with commercial
supply contracts with customers to manage exposure 1o price volatility.

CAPITAL EXPENDITURES

Consolidated capital expenditures were $156 in 2007 compared to $191 in 2008. The dacrease in 2007
was due to the completion in 2006 of an expansion of the Middle East operations,

Expenditures in the Americas Divislon were $57 in 2007 and included spending of $40 in Americas
Beverage and $9 in North America Food. Spending was primarily for cost reduction and equipment
modernization,

Expenditures in the Eurcpean Division were $64 and included spending of $13 in European Beverage,
$37 In European Food and $S in European Specialty Packaging. Spending was primarily for cost
reduction and equipment modermnization.

Al December 31, 2007, the Company had approximately $42 of capital commitments.
QFF-BAL ANCE SHEET ARRANGEMENTS

The Company has certain guaramees and indemnification agreements that could require the payment of
cash upon the occurrence of cerlain events. The guarantees and agreements are further discussed in
Note N to the consolidated financial statements.

The Company also utilizes receivables securitization facilities and derivative financial instruments as
further discussed in Note F and Note U, respectively, to the consolidated financial staternents.

ENYIRONMENTAL MATTERS

Compliance with the Company's Environmental Protection Policy is mandatory and the responsibility of
each employee of tha Company. The Company is committed to the protection of human heaith and the
environment and is operating within the increasingly complex laws and regulations of national, state, and
local environmental agencies or is taking action to achieve compliance with such laws and regulations.
Envircnmental considerations are among the criteria by which the Company evaluates projects, products,
processes and purchases.

The Company is dedicated to a long-term environmental protection program and has initiated and
implementad many pollution prevention programs with an emphasis on sourca reduction. The Company
continues to reduce the amount of matal used in the manufacture of steel and aluminum containers
through “lightweighting” programs. The Company recycles nearly 100% of scrap aluminum, steel and
copper used in its manufacturing processes. Many of the Company's programs for pollution prevention
reduce operating cosis and improve operating efficiencies.

The Company has been identified by the EPA as a potentially responsible party (along with others, in
most cases) at a number of sites. The Company also has anvironmental issuss at certain of its plants in
the Americas and Europe. Actual expenditures for remediation were $1 in each of the last three years.
The Company's balance sheet reflects estimated discounted remediation liabilities of $25 at December
31, 2007, including $3 as a current liability. The Company records an environmental liability when it is
probable that a liability has been incurred and the amount of the liability is reasonably estimable.
The reserves al Decembar 31, 2007 are primarily for asserted ctaims and are based on intarnal and
external environmental studies. The Company expects that the liabilities will be paid out over the period of
remediation for the applicable sites, which in some cases may exceed len years.
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Although the Company believes its reserves are adequate, there can be no assurance that the ultimate
payments will not exceed the amount of the Company's reserves and will not have a material effect on
the Company’s consolidated results of operations, financial position and cash flow. Any possible loss or
range of polential loss that may be incurred in excess of the recorded reserves cannot be estimatad.

COMMON STOCK AND QTHER SHAREHOLDERS' EQUITY/DEFICIT)

Shareholders’ equity/{deficit) was $15 at December 31, 2007 compared to ($494) and ($185) at
December 31, 2006 and 2005, respectively. The increase in 2007 was primarily due 10 net income of
$528, partially ofiset by $118 of common share repurchases. The decreass in 2006 was primarily due to
the adoption of FAS 138, as discussed in Note A to the consolidated financial staterments, partially offset
by net income of $309 and minimum pension liabllity adjustments.

The Company’s first priority revolving credit and term loan facilities and its first priority senior secured
notes contain provisions that limit the repurchase of common stock and the payment of dividends subject
to centain permitied payments or repuichases and exceptions. The Company acquired 4,974,892 shares,
7,046,378 shares and 2,101,809 shares of its common stock in 2007, 2006 and 2005, respectively.

Total common shares outstanding were 159,777,628 at December 31, 2007 and 162,711,471 at
December 31, 2006.

On February 28, 2008, the Company's Board of Directors authorized the repurchase of up to $500 of the
Company’s outstanding comemon stock from time to time through December 31, 2010, in the open market
or through privately negotiated transactions, subject to the terms ot the Company's debt agreements,
market conditicns, the Company’s ability to generate operating cash flow, alternative uses of operating
cash flow (including the reduction of indebtedness) and other factors. This authorization replaces and
supersedes all previous outstanding authorizations to repurchase shares. The Company is not obligated
to acquire any shares of common stock and the share repurchase plan may be suspended or terminatad
at any time at the Company's discretion.

The repurchased shares, if any, are expected to be used for the Company's stock-based benefit plans
and to offset dilution rasulting from the issuance of shares thereunder, and far other general corporate
purposes.

The Board of Directors adepted a Shareholders” Rights Plan in 1995 and declared a dividend of one right
for sach outstanding share of common stock. In connection with the formation of Crown Holdings, Inc.,
the existing Shareholders’ Rights Plan was terminated and a new Rights Agreement was antered into
with terms substantially identical to the terminated plan, as amended in 2004. Ses Note Q to the
consolidated financiat statements for a description of the Shareholders’ Rights Plan,

INFLATION

inflation has not had a significant impact on the Company over the past three years and the Company
does not expect it to have a significant impact on the results of operations or financial condition in the
foreseeable future.

CRITICAL ACCOUNTING POLICIES

The accompanying consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America which require that management make
numerous astimates and assumptions. Actual results could differ from those estimates and assumptions,
impacting the reported results of operations and financial position of the Company. The Company's
significant accounting policies are more fully described in Note A to the consalidated financial statements.
Certain accounting policies, howsver, are considered 1o be critical in that (i) they are most important 1o
the depicticn of the Company's financial condition and results of operations and (i) their application
requires management’s most subjective judgment in making estimates aboul the effec! of matters thal are
inherently uncertain.
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The Company's potential liability for asbestos cases is highly uncertain due to the difficulty of forecasting
many factors, including the level of future claims, the rate of receipt of claims, the jurisdiction in which
claims are filed, the terms of settlements of other defendants with asbestos-related liabitities, the
bankruptcy filings of other defendants (which may result in additional claims and higher settlement
demands for non-bankrupt defendants), the effect of the Georgia, South Carolina, Florida, Ohio,
Mississippi, Texas and Pennsylvania asbestos legislation {including the validity and applicability of the
Pennsylvania legislation to non-Pennsylvania jurisdictions, where the substantial majority of the
Company’s asbestos cases are filed). The Company reviews the adequacy of its accrual in the fourth
quarter of each year, unless new information ar circumstances indicate the review should be done prior to
that time. See Nole M to the consolidated financial statements for additional information on the
Company's asbestos-related liabilities and assumptions.

The Company performs a goodwill impairment review in the fourth quarter of each year or when facts and
circumstances indicate goodwill may be impaired. The impairment review involves a number of
assumptions and judgments, including the calculation of fair vaiue of the Company’s identified reporting
units. The Company uses a cornbination of market valugs for comparable businesses and discounted
cash flow projections to calculate fair value. The Company's estimates of future cash flows include
assumptions conceming future operating performance, economic conditions, and technological changes
and may differ from actual future cash flows.

The Company performs an impairment review of its long-iived assets, primarily property, plant and
equipment, when facts and circumstances indicate the carrying value may not be recoverable from its
undiscounted cash flows. Any impairment loss is measured by comparing the carrying amount of the
assel 1o its fair vatue. The Company's estimates of future cash flows involve assumptions concerning
future operating parformance, economic conditions and technological changes that may affect the future
useful lives of the assets. These estimates may differ from actual cash flows or useful lives.

The Company records a valuation allowance to reduce its deferred tax assets when it is more likely than
not that a portion of the lax assets will not be realized. The estimate of the amount that will not be
realized requires the use of assumptions conceming the Company's fulure taxable income. The Company
considers all sources of laxable income in estimaling its valuation allowances, including taxable income in
any available carry back period; the reversal of laxable temporary differences; tax-planning strategios;
and taxable income expecied to be generated in the future other than reversing temporary differences.
Should the Company change ils estimate of the amount of its deferred tax assets that it would be able to
realize, an adjustment to the valuation allowance would result in an increase or decrease in tax expense
in the period such a change in estimate was made. See Note X to the consolidated financial statemants
for additional information on the Company's assumptions and valuation allowances.

s Tompany recognizes the impact of a iax position if, in the Company’s opinion, it is more likely than
not that the pociie W0 1L 70l ne i) aude, L2270 the technical merits of thal position. Tk~ * .
position is measured at the largest amount of benefit that is greaier haui ou b ™ Ly wee sy« cwized upon
ultimate settlement. The determination of whether the impact should be recognized, and the
measurement of the impact, can require significant judgment and the Company’s estimate may differ fram
the actual settlement amounts. See Note X to the consolidated financial statements for additional
information on the Company’s tax posiions.

Accounling for pensions and postretirement benefit plans requires the use of estimates and assumptions
regarding numerous factors, including discount rates, rates of return on plan assets, compensation
increases, health care cost increases, mortality and employee turnover. Actual results may differ from the
Company’s actuarial assumptions, which may have an impact on the amount of reported expense or
liability for pensions or postretirement benefits. The rate of return assumption is reviewed at each
measurement date based on the pension plan's investment policies and an analysis of the historical
retumns of the capital markets, adjusted for current interast rates as appropriate. The U.S. plan's current
asset allocation targets are 70% U.S. and inlemalional equities, 12% debt securities, 15% altemate
investiments and 3% real estate. The U.K. plan, which is the primary non-U.S. plan, has a current asset
allocation policy of 21% UK. and non-U.K. equitiss, 52% liability-matching debt secuwsities, 19% alternate
investrents and 8% real estate. The discount rate for the U1.S. plan was selected using a method thal
matches projected payouts from the plan with a zero-coupon double A bond yield curve. This yield curve
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was constructed from the underlying bond price and yieid data collected as of the plan's measurement
date and is represented by a series of annualized, individual discount rates with durations ranging from
six months to thirty years. Each discount rate in the curve was derived from an equal welghting of the
double A or higher bond universe, apportioned into distinct maturity groups. These individual discount
rates were then converted into a single equivalent discount rate. To assure that the resulting rates can be
achieved by the plan, only bonds that satisfy certain criteria and are expected to remain available through
the period of maturity of the plan benefits were used 1o develop the discount rate. The discount rate for
the U.K. plan was determined based on the yields available on high quality sterling-denominated bonds
whose proceads are expected to match the projectsd psnsion benefit payments. The U.K. plan bensfit
payments are [argely linked to future price inflation, and to select the discount rate the Company
considers the yields avaitable on index-linked gilts together with allowance for double A credit risk
spreads and expectations for future inflation consistent with the benefit payment projections. A 0.25%
change in the expected rates of return would change 2008 pension expense by approximately $12. A
0.25% change in the discount rates from those used at December 31, 2007 would change 2008 pension
expense by approximately $9 and postretirement expense by approxnmately $1. See Note W to the
consolidated financial staternents for additional information on pension and postretirement bensfit
obligations and assumptions.

Calculation of the estimated fair value of stock option awards requires the use of assumptions regarding a
number of complex and subjective variables, including the expected term of the options, the annual risk-
free interest rate over the options’ expected term,.the expected annual dividend vield on the undertying
stock over the options’ expected term, and the expected stock price volatility over the options' expected
term. The Company generally bases its assumptions of option term and expected price volatility on
historical data, but also considers other factors, such as vesting or expiration provisions in new awards
that are incansistent with past awards, that would make the historical data unreliable as a basis for future
assumptions. Estimates of the fair value of stock options are not intended to predict actual future events
or the value ultimately realized by employees who receive stock option awards, and subsequent events
are not indicative of the reasonableness of the original estimates of fair value made by the Company
under FAS 123(R). See Note A and Note R to the consolidated financial statements for additional
disclosure of the Company's assumptions related to stuck-based compensation.

RECENT A NTING PRON MENT:

In September 2006, the FASB issued SFAS No. 157 ("FAS 157", “Fair Value Measurements.” FAS 157
defines fair value, establishes a framework for measuring fair value in generally accepted accounting
principles and expands disclosures about fair value measurements, Expanded disclosures include a
tabular presentation of the fair value of a company’s outstanding financiat instruments according to a fair
value hierarchy (i.e., levels 1, 2, 3 and 4, as defined) as well as enhanced disclosures regarding
instruments in the level 3 category, including a reconciliation of the beginning and ending balances for
each major category of assets and labiliies. FAS 157 emphasizes that fair value is a market-based
measurement, not an entity-specific measurement, and states that a fair value measurement should be
determined based on assumptions that market panticipants would use'in pricing the asset or liability. FAS
157 is effective for the Company for financiat assets and financial liabilities as of January 1, 2008 and the
Company does not expect its adoplion will have & material impact on the Company. FAS 157 is effective
for the Company tfor nonfinancial assets and nonfinancial liabilities as of January 1, 2008.

In February 2007, the FASB issued SFAS No. 159 (“FAS 1597), “The Fair Value Option for Financial
Assets and Financial Liabiliies — Including an Amendment of FASB Statement No. 115" FAS 159
permits entities to choose to measure many financial instruments and certain other items at fair value,
and establishes presentation and disclosure requirements designed to facilitate comparisons betwesn
entities that choose different measurement attributes for similar types of assets and liabilities. FAS 159 is
effective for the Company as of January 1, 2008, and the Company does not expect its adoption will have
a material impact on the Company’s financial statements,

In December 2007, the FASB issued SFAS No. 141 (revised 2007) ("FAS 141(R)’) “Business
Combinations”, which replaces FAS 141. FAS 141(R) retains the requirement of FAS 141 that business
combinations be accounted for at fair value using the acquisition method, but changes the accounting for
acquisitions in certain areas. Under FAS 141(R) acquisition costs will be expensed as incurred;
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noncontrolling {minority) interests will be valued at fair value at the acquisition dale; in-process research
and development will be recorded at fair vailue as an indefinite-lived intangible asset at the acquisition
date; restructuring costs assgciated with a business combination will generally be expensed subseguent
to the acquisition date;, and changes in deferred tax asset valuation allowances and income lax
uncerainties after the acquisition date genaerally will affect income tax expense. FAS 141(R) is effactive
for the Company for all business caombinations for which the acquisition date is on or after January 1,
2009, and the Company does not expect its adoption will have a material impact on the Company's
financial statements at the date of adoption.

In December 2007, the FASB issued SFAS No. 160 ("FAS 160"), “Noncontrolling Interests in

- Consolidated Financial Statements — an amendment of ARB No. 51." FAS 160 requires the recognition

of noncontrolling (minority) interests as equity in the consolidated financiai statements, but separate from
the parent's equity. The statament aiso requires that the amount of net income attributable to minority
interests be included in consolidated net income on the face of the income statement. Assuming FAS
160 was adopted as of December 31, 2007, and using the amounts included in the Company’s financial
statemenis as of that date, the adoption of FAS 160 would increase the Company's sharcholders’ equity
from $15 to $338 due to the inclusion of minority interests of $323 in shareholders’ equity. The effect on
the income statement for the year ended December 31, 2007 would be to increase the Company's
consdlidated net income from $528 to $801 with the inclusion of the $73 of net income attributable to
minority interests, and the Company would separately disclose $73 of consolidated net income
aftributable o minority interests.

FORWARD { ING STATEMENT

Statements in this Annual Report, including those in “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” in the discussions of the provision for asbestos in Note M and other
contingencies in Note N to the consolidated financial statements included in this Annual Report and in
discussions incorporated by reference into this Annual Report (inciuding, but not limited to, those in
*Compéensation Discussion and Analysis” in the Company’s Proxy Statement), which are not historical
facts {including any statements concermning plans and objectives of management for future operations or
economic performance, or assumptions related thereto), are “forward-looking statements,” within the
meaning of the federal securities laws. In addition, the Company and its representatives may from time to
fime make other oral or written statements which are also “forward-looking staterments.” Forward-
looking statements can be identified by words, such as ‘“believes,” “astimates,” “anticipates,”
"axpects” and other words of similar meaning in connection with a discussion of future operating or
financial performance. These may include, among others, statements ralating to (i} the Company's plans
or objectives for future operations, products or financial performance, (i) the Company's indebtedness
and othar contractual obligations, (i) the impact of an economic downturn or growth in particular
regions, {iv) anticipated uses of cash, {v) cost reduction efforts and expected savings, {vi} the Company's
policies with respect to executive compensation and (vii} the expected outcome of contingencies,
including with respect o asbestos-refated litigation and pension and postretirement liabilities.

These forward-locking statements are made based upon management's expectations and beliefs
conceming future events impacting the Company and, therefore, involve a number of risks and
uncertainties. Management cautions that forward-looking statements are not guarantees and that actual
results could differ materially from those expressed or implied in the forward-locking statements.

Important factors that could cause the actual results of operations or financial condition of the Company
to differ include, but are not necessarity limiled to, the ability of the Company to repay, refinance or
restructure its short and long-term indebtedness on adequate terms and to comply with the terms of its
agreaments relating to debt; loss of customers; including the loss of any significant customers; the
Company’s ability to obtain and maintain adequate pricing for its products, including the impact on the
Company's revenue, margins and market share and the ongoing impact of price increases; the impact of
the Company's initiative to generate additional cash, inciuding the reduction of working capital levels
and capital spending; restrctions on the Company's use of available cash under its debt
agreements; the ability of the Company to realize cost savings from its restructuring programs; changes in
the avallability and pricing of raw materials (including aluminum can sheet, steel tinplate, energy, water,
inks and coatings) and the Company's ability o pass raw material and energy price increases and
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surcharges through to its customers or to otherwise manage these commodity pricing risks; the financial
condition of the Company’s vendors and customers; the Company’s ability to generate significant cash to
meet its obligations and invest in its business and to maintain appropriate debt levels: the Company's
ability to maintain adequate sources of capital and liquidity; the Company’s ability to realize efficient
capacity utilization and inventory levels and to innovate new designs and technologies for its producis in
a cost-effective manner; changes in consumer preferences for different packaging products; competitive

pressures, including new prodtict developments, industry overcapacity, or changes in competitors’ pricing -

for products; the Company’s ability to maintain and develop compstitive technologies for the design and
manutacture of products and to withstand competitive and legal challenges to the proprietary nature of
such technology; the Company’s ability to generate sufficient production capacity; the collectibifity of
receivables; changes in governmental regulations or enforcement practices, including with respect to
environmental, health and safety matters and restrictions as to foreign investment or operation: weather
conditions, including their effect on demand for beverages and on crop yields for fruits and vegetables
stored in food containers; changes or differences in U.S. or international economic or political conditions,
such as inflation or fluctuations in interest or foreign exchange rates (and the effectiveness of any
currency or interest rate hedges) and tax rates; the Company's ability to realize deferred tax benefits; war
or acts of terrorism that may disrupt the Company’s production or the supply or pricing of raw materials,
including in the Company's Middle East operations, impact the financial condition of customers or
adversely affect the Company’s ability to refinance or restructure its remaining indebtedness; the impact
of existing and future legisiation regarding refundable mandatory deposit laws in Europe for non-refiliable
beverage containers and the implementation of an effective return system; energy and natural resource
costs, the cost and other effecls of legal and administrative cases and proceedings, setlements and
investigations; the outcome of asbestos-related litigation (including the number and size of future claims
and the terms of setilernents, and the impact of bankruptey filings by other companies with asbestos-
related fiabilities, any of which could increase Crown Cork's ashestos-related cosis over time, the
adequacy of reserves established for asbestos-related liabilities, Crown Cork's ability to obtain resolution
without payment of asbestos-related claims by persons alleging first sxposure to asbestos after 1964, and
the impact of Georgia, South Carolina, Florida, Ohio, Mississippi, Texas and Pennsylvania legislation
dealing with ashestos liabilities and any litigation challenging that legislation and any future state or
federal legislation dealing with asbestos liabilities), labor relations and workforce and social costs,
including the Company’s pension and postretirement obligations and other employee or retiree costs;
investment performance of the Company’s pension plans; costs and payments to certain of the
Company’s executive officers in connection with any termination of such exacutive officers or a change in
control of the Company; costs and difficulties related to the integration of acquired businesses; changes
in the Company’s critical or other accounting policies or the assumptions underlying those policies;
changes in the Company’s strategic areas of focus; and the impact of any potential dispositions,
acquisitions or other strategic realignments, which may impact the Company's operations, financial profile
or levels of indebtedness. ‘

Some of the factors noted above are discussed elsewhere in this Annual Report and prior Company
filings with the Securiies and Exchange Commission (*SEC”}, including within Part |, Item 1A, “Risk
Factors™ in this Annual Report. In addition, other factors have been or may be discussed from time to
time in the Company’s SEC filings.

While the Company pericdically reassesses material trends and uncertainties affecting the Company’s
results of operations and financial condition in connection with the preparation of “Management's
Discussion and Analysis of Financial Condition and Results of Operations and certain other sections
contained in the Company’s quarterly, annual or other reporis fited with the SEC, the Company does not
intend to review or revise any particular forward-looking statement in light of future events,

ITEM7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RiSK

The information set forth within Part 11, ltem 7,” Management's Discussion and Analysis of Financial
Condition and Results of Operations” under the caption “Market Risk” is incorporated herein by reference.
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Management’s Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal contral over financial
reporting (as defined in Rule 13a-15(f} under the Securities Exchange Act of 1934, as amended). The
Company’s system of internal control over financial reporting is designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepled accounting principles.

Because of the inherent limitations, a system of intemnal control over financial reporting may not prevent
or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject
to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Management assessed the effectiveness of the Company's internal control over financial reporting as of
December 31, 2007. In making this assessment, management used the criteria set forth by the
Committee of Sponsoring Organizations of the Treadway Commission (*COS0O") in Intemal Control-
Integrated Framework. Based on its assessment, management has concluded that, as of December 31,
2007, the Company's internal control over financial reporting was effective based on those criteria,

The effectivensss of the Company’s internal control over financial reporting as of December 31, 2007 has

been audited by PricewaterhouseCoopers LLP, an independent registerad public accounting firm, as
stated in their report which appears herein.
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Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of Crown Holdings, Inc:

In our opinion, the accompanying consolidated financial statements listed in the index appearing under
ftem 15(a)(1) present fairly, in all material respects, the financial position of Crown Holdings, Inc. and its
subsidiaries at December 31, 2007 and December 31, 2006, and the results of their operations and their
cash flows for each of the three years in the period ended December 31, 2007 in conformity with
accounting principles genarally accepted in the United States of America. In addition, in our opinion, the
financial statement schedule listed in the index appearing under lem 15(a)(2} presents fairly, in all
material respects, the information set forth therein whan read in conjunction with the related consclidated
financial statements. Also in our opinion, the Company maintained, in all material respects, effective
internal control over financial reporting as of December 31, 2007, based on criteria astablished in Mtemal
Control - integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSQ). The Company's management is responsible for these tinancial statements, for
maintaining effective internal controt over financial reporting and for its assessment of the effectiveness of
internal contral over financial reporting, included in the accompanying Management's Report on Internal
Control Over Financial Reporting. Qur responsibility is to express opinions on these financial statements
and on the Company's internal control over financial reporting based on our Integrated audits. We
conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement and whether effective
intermal control over financial reporting was maintained in all material respects. Qur audits of the finangial
stalements included examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statemenls, assessing the accounting principles used and significant estimates made by
managemant, and evaluating the overall financial statement presentation. Our audit of internal control
over financial reporting included cbtaining an understanding of intemal control over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the design and operating
effecliveness of internal control based on the assessed risk. Our audits also included performing such
other procedures as we considered necessary in the circumstances. We believe that our audits provide a
reasonable basis for our opinions.

As discussed in Note A to the consolidated financial statements, the Company changed the manner in
which it accounts for share-based compensation as of January 1, 2006, the manner in which it accounts
for defined benefit pension and other postretirement plans as of December 31, 2008, the rmanner in which
it accounts for uncertain lax positions as of January 1, 2007, and its method of accounting for inventory in
the fourth quarter of 2007. ’

A company's intemal control over financial reporting is a process designed to provide reasonabie
assurance regarding the reliability of financial reporting and the preparation of financial staternents for
external purposes in accordance with generally accepted accounting principles. A company's internal
control over financial reporting includes those policies and procedures that (i) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (ii} provide reasanable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (iii) provide reasonable assurance
regarding pravention or timely detection of unauthorized acquisition, use, or digposition of the company's
assets that could have a material effect on the financial statements,

Because of its inharent limitations, internal control over financial reporting may not prevent or detsct
misstatements, Also, projections of any evaluation of effectiveness to future periods are subjsct to the
fisk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

PricewaterhouseCoopers LLP
Philadelphia, Pennsylvania
February 28, 2008
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CONSOLIDATED STATEMENTS OF OPERATIONS

. {in millions, except per share amounts)

For the years ended December 31 2007 2006 2005

NBt SIS e s $7.727 $6,982 $6,675

Cost of products sold, excluding depreciation and amortization... 6,471 5,863 5,527
Depreciation and amortization...............eveverivvcene e seeeraiens 229 227 237
GroSS PrOfit......ccooiiiiieecerec ettt e ae e e st e ene et s e e 1,027 892 911
Selling and administrative @Xpanse.............ccccoovveeeooeeseeneeenern, 385 318 339
Provision for asbestos...Note M.............ccceemuvercerrcerreseecaee . 28 10 10
Provision for restructuring...Nofe O...........covveereerseeeeeereeenn 20 15 13
Provision for asset impairments and losslgain on sale
of assets...Note P... v 100 { 64) 18)
Loss from early exhngu:shments oi debt Noie T 383
INEETEST EXPEASE ....everemrerrvrrer e e imrssssrbs bt esbesesemees e sonsrsseseseenrenaen 318 286 361
Interest income . - ( 14} ( 12y { 9)
Transtation and exchange adjustments Note S .......................... { 12) 6 94

Income/(ioss) from continuing operations before income taxes,

minority interests and equity earnings...............ocoocooeev 201 335 { 262)
Provision/{benefit) for income taxes...Note X . ...c.ooeeeeereevvnnn, { 400) 62) i1
MiINGALY HBrESTS...coo et ( 73 ( 55} ( 51)
Equity earnings... 12
Income/f{loss) from conﬂnumg operations ...................................... 528 342 { 312).

Discontinued operations.. NOI& B................ocoomvviriereereeereeeneene

LOSS before INCOME taXES..........ovrrirecee oo ers e ( 34) 21)

Provision/(benefit) for inCoOmMe taxes ..........oooe oo, { 1) 21
Loss from discontinued operations................occccocveeemevececvsecnnnnn. { 33 42)
Net Income/{loss) $ 528 $ 309 ($ 354)

Per common share data; Note V
Earnings/(loss)
Basic — Continuing operations...............coeveeeeeeeeere e serasen s $ 327 $ 2.07 {$ 1.88)

Discontinued operalionS ........ccocoeeeevevveier e, {0200 { 025)
$ 327 $ 187 ($ 2.13)

Diluted — Continuing operations ...........c.ooeeevvvvmecs v $ 3.19 $ 2.0 ($ 1.88)
Discontinued Oprations .........c...coocevceeeemiveiererenni e {( 019 (_0.25)

$ 319 § 182 ($ 2.13)

The accompanying notes are an inlegral part of these consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS
(in millions, except share data)
December 31 2007 2006
Assets
Current assets
Cash and cash equivalents ......c...oceeeecuiceerccier e $ 457 % 407
Receivables, NBL...NGIE F............coooeecvereeeeeeeie s asses e eeteseessersenesens 673 689
INVENIOHES. .. NOIE G ..o e eeeee e on - 1,030 957
Prepaid expenses and other current assets.........cc...ccccccvevvvvannn. 74 60
Total current assels..........cccocceeiivcicvicecccc e eens 2,234 2,113
GOOAWIH . LNOIE Do e er v vee e v s e arssaeeessennn 2,199 2,185
Property, plant and equipment, net.. .Note H........ccooooovcoeeeeeeee e, 1,604 1,608
Other non-currernt asSets.. . NOIZ ...vvieceeieeee e e e 942 503
TOrAl e e $ 6979 $ 6,409
Liabitities and shareholders’ equity/(deficit)
Current liabilities
Short-term debl...NOIE S ... e e e ee e es e e et $ 45 % 78
Current maturities of long-termdebt..Note 5 ..o, 38 43
Accounts payable and accrued liabilities.. . NOIE J.o.eovieeee s 2,000 1,835
' Total current Babiliies .............ccoo..oeveveeeeereeeeeeeenes 2,083 1,956
Long-term debt, excluding current maturities...Note S......ooveevvvennnn, 3,354 3,420
Postretirement and pension liabilities...Note W...........ccevceeeevevevenens 625 749
GCther non-current liabilties.. . Note K ... ieeeiireeeeeeeeeee v 579 499
MINOFHY INEBIESIS vt e 323 279
Commitments and contingent liabilities.. . Notes L. and N..........ee.........
Shareholders’ equity/{deficit)
Preferrad stock, authorized: 30,000,000; none issued...Note O .........
Common stock, par value: $5.00; authorized: 500,000,000 shares;
issued 185,744,072 sharas. . .Note Q ......ooeeeveeeeeeeeeeeeereeeene 929 929
Additional paid-in Capital ... 1,516 1,589
Accumutated dBfiCH ... { 654) { 1,166)
Accumulated other comprehensive loss...Note £ .............ccccocoveeeeeee.. ( 1,648) { 1,731
Treasury stock at par value (2007 - 25,966,444 shares;
20086 — 23,032,601 Shares).....cevceeeeeeee oo e e ( 130} { 115)
Total shareholders’ equity/{deficit).................ooeceveveenveenveenns 15 { 494)
TOAD ..o e ettt e an e ene s aneenneen $ 6979 $ 6,409

The accompanying notes are an integral part of these consolidaied financial statemants.
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' CONSOLIDATED STATEMENTS OF CASH FLOWS
(in mitlions)
For the years ended December 31 2007 2006 2005
Cash flows from operating activities
Net incomef{loss)............... vt $ 0 528 $ 309 ($ 354)

Adjustments to reconcnle net mcomel(loss) to net cash
provided by/{used for) operating activities:

Depreciation and amortization... 229 230 282
(Gain)/loss from translation and forelgn exchange ........................ ( 12) 8 94
Provision for asset impairments and loss/gain on sale of assets... 100 ( 64) 10
Write-oft of deferred financing fees.. . N Toeereenmeeeeeeeeeeee, 101
Pension @XPENSO..........occeve ettt 10 37 85
Pension conributions ... { 65) { 90) ( 401)
Stock-based COMPENSALION ... eeeee e e e 14 11 3
Deferred income taxes .. v S ORDNRUUURURTOTS | 486) ( 110y ( 35)
Minority intarests and equ1ty earmngs 73 55 39
Changes in assets and liabilities, net of eﬁeci of dlvested busmesses
Receivables ... 68 39 72
inventories............. { 19) 66) { 36)
Accounts payable and accrued llabllmes 61 i9 1214
Asbestos liabilities .. 3 { 16) 19)
OBttt st eae e e eee e e ees o 5 { 5 ( 84)
Net cash provided by/{used for) operating activities......... 509 355 { 122)
Cash flows from investing activities
Capital expenditures... - T | 156} ( 191y ( 192)
Proceeds from sale of busanesses net of cash sold Note B .......... 7 7 627
Proceeds from sale of property, plant and equipment. .. 66 81 40
Other... R 11} ( 8 i1)
. Net cash prowded byl(used for) investlng actlvltles ......... { 94y (1Y) 464
Cash flows from financing activities
Proceeds from long-term debt ... 48 232 1,616
Payments of lorig-term debt .. corrvremmeene 55) 143) ( 2,268)
Net change in revolvmg credni facuhty and short term debt ............... { 217 | 81) 248
Debt issue cosis .. { YR | 26)
Common stock issued 14 18 i6
Common stock repurchased.. ... cecccorerccvvssnesesvcssccieee. (118} 138) 3s)
Dividends paid to minority mterests .................................................. { 38 29) 45)
T e cvveeemraertaesee e e e e v re e { 300 o 18}
Net cash usad for finer oy L 00 CoLLrem L ingy (L _497)
Effect of exchange rate changes on cash and cash equivalents........... 31 27 ( 22)
Net change in cash and cash equivalents .................ccococooveveee 50 113 { 177)
Cash and cash equivalents at January 1...........ocoooeeeeeeeeeoer e, 407 294 471
Cash and cash equivalents at December 33 ......ocooooovvvevevevn. $ 457 $ 407 $ 294

The accompanying notes are an integral part of these consolidated financial statements.
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{in millions, except share data)

i I CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY/(DEFICIT) AND COMPREHENSIVE INCOME/(LOSS)

! Accumulated
i Other
Comprehansive] Common  Paid-in Accumulated  Comprehensive  Treasury
; Income/{Loss} Stock Capital Deficit Loss Stock Total
: Balance January 1, 2005 .. .. cooooececennn e $929 1,699 ($1.129) {$1,087} ($100) $ 320
Netfoss... . SO - )| ( 354) ( 354
: Denvatlves quallfylng as hedges . {10 { 10) { 10
i Translation BUSIMENIS ...............crurmrummmacsisirasmssssssnssssssrssssiss { 187 ) { 187} ( 187
' Translation adjustments - disposition of foreign investments ..., { 5) { 5) ( 5)
: Minimum pension liability adjustments netof tax of $19 .......... 76 76 76
Available for sale securities ... " { 6} { 6) ( 6)
Comprehensive loss .............. . __{$ 486)
Restricted stock awarded: 604,198 cormmon shares.. Lo { 3 3
Stock-based cOmMPENSALoN ........cocre e ceeermecr s ereemseenns . - 3 3
Stock issued ~ benefit plans: 2,650,136 common shares . 3 13 16
Stock repurchased: 2,101,808 common shares...............cevenenns ( 28 {10 (38
' Balance December 31, 2005............cooovcvivceeee e 829 1,674 ( 1478} ( 1,219} (84} ( 188)
l Netincome... $ 309 309 309
f Derivatives quahfylng s hedges 2 2 2
. Translation adjustments.... . . 113 133 133
Minimum pension liabifity adjustments nel oftax of $2 710 710 710
i Minimtim pension tax adjustment - Note X { 121) { 121) ( 121)
Available for sale securities .................. - 5 5 5
COMPrehensive INCOME ... s e srsersresssrsssessmsssmesssmnssesessss $1,038
Adoption of FAS 158 - Nole A.., { 1,241) { 1,244)
Rastricted stock awarded: 422, 584 COMTIoN shares { 2} 2
Stock-based compensation ... " 1
Stock issued - benefit planS' :
2,623,184 common shares ... 5 13 18
Stock repurchased: 7,046,378 common shares {99} { 3 { 139)
Batance December 34, 2006.......... .o 920 1,589 { 1,166) { 1131) { 115} ( 494)
i NELINGOME....c.oooeco e rreeres e srns g aasseses s smsesressstmaeses s $ 528 528 528
i Derivatives qualifying as hedges .. { 7} { 7} { 7
: Translation adjustmants.... - 25 25 25
' Tranglalion adjusiments - dlspnsmon offorelgn lnvastments ] 8 6
i Amortization of net loss and prior service cost included in net
periodic pension and postretirement cost, net of tax of $19.... a7 17 a7
: Net loss and prior setvice cost adjustments, net of tax of $62 .. 18 18 18
Available for sale securilies ... { 4) { 4) { 4)
Comprehensive inCOMe ... cesmicissnses § 613
Adoption of FIN 48 = NOte A.......nicrmmsrsisnee e sstsenss { 18) [ 16)
Reslricted stock awarded: 394,221 common shares.............. { 2} 2
Stock-based compensation ... 16 16
Stock issued - benefil plans: 1 646 828 common shares - 6 8 14
Stock repurchased: 4,974,892 common shares ... { 93 (25 { 118
; Balance December31, 2007 ... iincmsmssssnesision $929  $1.516 {$ B54) ($1.646 } (31300 § 15

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in millions, except share, per share, employee and statistical data)

A. Summary of Significant Accounting Policies

Business and Principles of Consolidation. The consolidated financial statements include the accounts
of Crown Holdings, tnc. (the “Company”) and its consclidated subsidiary companies (where the context
requires, the “Company” shall include reference to the Company and its consofidated subsidiary
companies).

The Company manufactures and sells metal containers, metal closures, and canmaking equipment.
These products are manufactured in the Company’s plants both within and outside the United States and
are sold through the Company’s sales organization to the soft drink, food, citrus, brewing, household
products, personal care and various other industries. The financial statements were preparad in
conformity with accounting principles generally accepted in- the United States of America and reflect
management's estimates and assumptions. Actual results could differ from those estimates, impacting
reported results of operations and financial position. All intercompany accounts and transactions are
eliminated in consolidation. In deciding which entities should be reported on a consolidated hasis, the
Company first determines whether the entity is a variable interest entity (“VIE™ as defined in FASB
Interpretation No. 46 (*FIN 46%). If an enfity meets the criteria for VIE status, the Company consolidates
that entity if the Company has the obligation to absarb more than 50% of the entity’s expected losses or
receive more than 50% of the entity’s expected residual returns, If an antity does not meet the criteria for
VIE status, the Company consolidates those in which it has effective control, which includes certain
subsidiaries that are not majority-owned. Certain of the Company’s joint venture agreements, incfuding
these discussed in Note C, contain provisions in which the Company would surrender certain decision-
making rights upon a change in control of the Company. Accordingly, consolidation of these operations
may no longer be appropriate subsequent to a change in control of the Company, as defined in the joint
venture agreements. Investments in companies in which the Company does not have effective control,
but has the ability to exercise significant influence over operating and financial policies, are accounted for
by the equity method. Investments in securities where the Company does not have the ability to exercise
signiticant influence over operating and financial policies, and whose fair value is readily determinable
such as those listed on a securities exchangs, are referred to as “available for sale securities” and
reported at their fair value with unrealized gains and losses reported in accumulated other comprehensive
inceme in shareholders’ equity. Other investments are carried at cost.

Foreign Currency Translation. For non-U.S. subsidiaries which operate in a local currency environment,
assets and liabifities are translated into U.S. dollars at year-end exchange rates. Income, expense and
cash flow items are translated at average exchange rates prevailing during the year. Translation
adjustments for these subsidiaries are accumulated as a separate component of accumutated other
comprehensive income in shareholders' equity. For non-U.S. subsidiaries that use a U.S. dollar functional
currency, local currency inventories and property, plant and equipment are translated into U.S. dollars at
approximale rates prevaifing when acquired; all other assets and liabilities are translated at year-end
exchange rates. Inventories charged 1o cost of sales and depreciation are remeasured at historical rates:
all other income and expense itemns are translated at average exchange rates prevailing during the year.
Gains and losses which result from remeasurement are included in eamnings.

Revenue Recognition. Revenue is recognized from product sales when the goods are shipped and the
tite and risk of loss pass to the customer. Provisions for discounts and rebates to customers, returns, and
other adjustments are estimated and provided for in the pericd that the related sales are recorded. Taxes
collected from customers and remitted to governmental authorities are excluded from net sales. Shipping
and handling fees and cosls are reported as cost of products sold.

Stock-Based Compensation. The Company has stock-based employee compensation plans that are
currently comprised of fixed stock options and restricted stock awards. Effective January 1, 2006, the
Company adopted Statement of Financial Accounting Standards (“SFAS”) No. 123 (revised 2004) (*FAS
123(R)"), "Share Based Payment." The Company is using the modified prospective transition method of
FAS 123(R) whereby compensation expense for all nonvested stock awards, measured by the grant-date

fair value of the awards, will be charged to earnings prospectively over the remaining vesting period

44-



Crown Holdings, Inc.

based on the astimated number of awards that are expected to vest. Similarly, compensation expense
for all future awards will be recognized over the vesting period based on the grant-date fair value and the
estimated number of awards that are expected to vest. Compensation expanse is recognized over the
vasting period on a straight-line basis. Valuation of awards granted prior to the adoption of the standard
ware calculated using the Black-Scholes option pricing model and the Company expects to use the same
mode! for valuing future awards.

The following table illustrates the effect on net income and eamings per share as if the Company had’

applied the fair vaiug recognition provisions of FAS 123(R) to stock options in 2005.

2005

Net loss, as reported {$354)
Add: Stock-based compensation expense for restricted stock

already included in net loss as reported, net of tax 3
Deduct: Proforma stock-based compensation expense

tor stock options and restricted stock, net of tax {_13)
Proforma net loss ($364)
Loss per share:
Basic - as reported ($2.13)
Diluted — as reported ($2.13)
Basic - proforma ($2.19)
Diluted — proforma ($2.19)

Stock-based compensation expense was $14 ($12 nat of tax) and $11 ($11 net of tax) in 2007 and 2006,
raspectively.

Cash and Cash Equivalents. Cash equivalents represent investments with maturities of three months or
less from the time of purchase and are carried at cost which approximates fair value because of the short
maturity of those instruments. Outstanding checks In excess of funds on deposit are included in accounts
payable.

Accounts Receivable and Allowance for Doubtful Accounts. Trade accounts receivable are recorded
at the invoiced amount and do not bear interest. The allowance for doubtful accounts is the best estimate
of the amount of probable credit losses in the existing accounts receivable. The allowance is determined
based on a review of individual accounts for collectibility, generally focusing on those accounts that are
past due. The current year expense to adjust the allowance for doubtful accounts is recorded within cost
of products sold in the consolidated statements of operations. Account balances are charged against the
allowance when it is probable the receivable will not be recoverad.

Inventory Valuation. Inventories are stated at the lower of cost or market, with cost for U.S. inventories
principally determined under the first-in, first-out {"FIFC"} method. Non-U.S. inventories are principally
determined under the average cost method. As discussed in Note G, during the fourth quarter of 2007
the Company changed the method of accounting for its U.S. inventories from the last-in, firstout (“LIFO")
method 1o the FIFO method.

Property, Plant and Equipmeni. Properly, plant and equipment (“PP&E’) is carried at cost less
accumulated depreciation and includes expenditures for new facilities and eguipment and those cosls
which substantially increase the useful lives or capacity of existing PP&E. Cost of constructed assets
includes capitalized interest incurred during the construction and developrment pericd. Maintenance and
repairs, including labor and material costs for planned major maintenance such as annual production line
overhauls, are expensed as incurred. When PP&E is retired or otherwise disposed, the net camying
amount is eliminated with any gain or loss on disposition recognized in earnings at that time.
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Depreciation and amortization are provided on a straight-line basis over the estimated useful lives of the
assets. The range of estimated economic lives in years assigned 1o each significant fixed asset category
is as follows: Land Improvements-25; Buildings and Building Improvements-25 to 40; Machinery and
Equipment-3 to 14,

Intangibles. Goodwill, representing the excess of the cost over the net tangibie and identifiable intangible
assets of acguired businesses, and other intangible assets are stated at cost. Potential impairment of
goodwill is identified by comparing the fair value of a reporting unit, using a combination of market values
tor comparable businesses and discounted cash flow projections, to its carrying value including goodwill.
Goodwill was allocated to the reporting units at the time of the acquisition based on the relative fair value
of the reporting units. If the carrying value of the reporting unit exceeds its fair value, any impairment loss
is measured by comparing the carrying value of the reporting unit's goodwill to its implied fair value.
Goodwill is tested for impairment in the fourth quarter of each year or when facts and circumstances
indicate goodwill may be impaired.

Impairment or Disposal of Long-Lived Assets. in the event thal facts and circumstances indicate that
the carrying value of long-lived assets, primarily PP&E and certain identifiable intangible assets with finite

lives, may be impaired, the Company performs a recoverability evaluation. If the evaluation indicates that )

the carrying value of an assel is not recoverable from its undiscounted cash flows, an impairment loss is
measured by comparing the carrying value of the asset to its fair value, based on discounted cash flows.
Long-lived assets classified as held for sale are presented in the balance sheet at the lower of their
carrying value or fair value less cost to sell.

Taxes on Income. The provision for income taxes is determined using the asset and liability approach.
Deferred taxes represent the future expected tax consequences of differences between the financial
reporting and tax bases of assets and liabilities based upon enacted tax rates and laws. Valuation
allowances are recorded to reduce delerred tax assets when it is more likely than not that a tax benefit
will not be realized.

The with-and-without approach is used to account for utilization of windfall tax benefits arising from the
Company’s stock-based compensation plans and only the direct impact of awards is considered when
calculating the amount of windfalls or shortfalls. Investment tax credits earmed in connection with capital
expenditures are recorded as a reduction in income taxes in the year the credit arises. Incoms tax-related
interest is reported as interest expense and penalties are reported as income tax expenss.

Derivatives and Hedging. All outstanding derivative financial instruments are recognized in the balance
sheet at their fair values. The impact on eamings from recognizing the fair values of these instruments
depends on their intended use, their hedge designation and their effectiveness in offsetting changes in
the fair values of the exposures they are hedging. Changes in the fair values of instruments designated
to reduce ot eliminate adverse fiuctuations in the fair values of recognized assets and liabilities
and unrecognized firm commitments are reported currently in eamings along with changes in the fair
values of the hedged items. Changes in the effective portions of the fair values of instruments used to
reduce or eliminate adverse fluctuations in cash fiows of anticipated or forecasted transactions are
reported in sharsholders’ equity as a component of accumulated other comprehensive income. Amounts
in accumulated other comprehensive income are reclassified to earnings whan the retated hedged items
impact earnings or the anticipated transactions are no longer probable. Changes in the fair values of
derivative instruments that are not designated as hadges or do not qualify for hedge accounting treatment
are reported currently In eamings. Amounts reported in eamings are classified consistent with the item
being hedged.

The effectiveness of derivative instruments in reducing risks associated with the hedged exposures is
assessed at inception and on an ongoing basis. Any amounts excluded from the assessment of hedge
effectiveness, and any ineffective portion of designated hedges, are reported currently in eamings. Time
value, a component of an instrument's fair value, is excluded in assessing effecliveness for fair value
hedges, except hedges of firm commitments, and included for cash flow hedges.
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Hedge accounting is discontinued prospectively when (i) the derivative instrumant is no longer effective in
offsetting changes in fair vaiue or cash flows of the underlying hedged item, (ii) the derivative instrument
oxpires, is sold, terminated or exercised, or (i) designating the derivative instrument as a hedge is no
longer appropriata.

The Company formally documents all relationships betwsen its hedging instruments and hedged items at
inception, including its risk management objective and strategy for establishing various hedge
relationships. Cash flows from hedging instruments are classified in the Consolidated Siatements of Cash
Flows consistent with the items being hedged.

Treasury Stock. Treasury stock is reported at par value. The excess of fair value over par value is first
charged to paid-in capital, if any, and then to retained eamings.

Research and Development. Net research, development and engineering costs of $48, $42 and $47 in
2007, 2006 and 2005, respectively, were expensed as incurred and reported in selling and adminisirative
expense in the Consolidated Statements of Operations. Substantially all engineering and development
costs are related to developing new products or designing significant improvements to existing products
or processes. Costs primarily include employee salaries and benefits and facility costs.

Reclassifications. Certain reclassifications of prior years’ data have been made to conform to the current
year presentation.

Recent Accounting and Reporting Standards. Effective January 1, 2007, the Company adopted the
following accounting and reporting standards:

FASB Interpretation No. 48 {“FIN 48", “Accounting for Uncertainty in Income Taxes — an Interpretation of
FASB Statement No. 109, which. requires that the impact of a tax position be recognized if it is more
fikely than not that thé position will be sustained on audit, based on the technical merits of the position.
The tax position is measured at the largest amount of benefit that is greater than 50% likely of being
realized upon ultimate settiement. The adoption of FIN 48 resulled in a charge of $16 to accumulated
deficit as of January 1, 2007. See Note X for additional information,

FASB Staff Position No. AUG AIR-1 {*FSP AUG AIR-1"), which prohibits the use of the accrue-in-advance
method of accounting for planned major maintenance activities in annual and interim financial statements,
and permits the use of the direct expensing and deferral methods. Effective January 1, 2007, the
Company is using the direct expensing method in ils annual and interim financial statements. The
Company expensed annual planned major maintenance costs on a straight-line basis over the course of
the year under its previous policy. The adoption of FSP AUG AIR-1 had no impact on the Company's
annual financial statements.

SFAS 155 (“FAS 153", “Accounting for Certain Hybrid Financial Instruments,” which amends the
guidance in FAS 133, “Accounting for Derivative Instruments and Hedging Activities” and FAS 140,
“Accounting for Transfers and Servicing of Financia! Assets and Extinguishments of Liabilities.” The
standard allows financial instruments that have embedded derivatives to be accounted for as a whole
(eliminating the need to bifurcate the derivative from its host) if the holder elects to account for the whole
instrument on a fair value basis. The adoption of FAS 155 had no effect on the resutts of operations or
financtal position of the Company.

SFAS No. 156 (“FAS 156"), “Accounting for Servicing of Financial Assets — An Amendmant of FASB
Statement No. 140,” which among other things, requires a company 1o recognize a sefvicing asset or
servicing liabiity when it undertakes an obfigation to service a financial asset by entering into a servicing
contract under certain situations. The adoption of FAS 156 did not have a material impact on the results
of operations or financial position of the Company.
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In December 2007, the FASB issued SFAS No. 160 ("FAS 160"), “Noncontrolling Interests in
Consolidated Financial Statements — an amendment of ARB No. 51" FAS 160 requires the recognition
of noncontrolling {minority) interests as equity in the consolidated financial statements, but separate from
the parent's equity. The statement also requires that the amount of net income attributable to minority
interests be included in consolidated net income on the face of the income statement. Assuming FAS
160 was adopted as of December 31, 2007, and using the amounts included in the Company's financial
statements as of that date, the adoption of FAS 180 would increase the Company’s shareholders’ equity
from $15 to $338 due to the inclusion of minority interests of $323 in shareholders’ equity. The effect on
the income statement for tha year ended December 31, 2007, would be to increase the Company's
consolidated net income from $528 to $601 with the inclusion of the $73 of net income attributable to
minority interests, and the Company would separately disclose $73 of consolidated net -income
attributable to minority interests.

B. Discontinued Operations

During the second and third quarters of 2006, the Company soid its remaining Europsan plastics
businesses for $2, net of cash divested. These operations primarily make plastic bottles as well as other
products for cosmetics and beauty care companies. In November 2008, the Company sold its Americas
health and beauty care business for $4, net of cash divested. In October 2005, the Company sold its
plastic closures business for total proceeds of $690. The assets sold included $50 of cash and the
Company paid $13 in fees related to the sale, resufting in net proceeds of $627.

The divested businesses were previously included as non-reporiable segments in the Company's
segment reporting and had combined net sales of $158 and $931 for the years ended Dscember 3t,
2006 and 2005, respectively.

The resuits of operations for the divested businesses are reported within discontinued operations in the
accompanying statements of operations, and prior pericd statements of operations have been recast. The
segment results in Note Y and the Condensed Combining Statements of Operations in Note Z have also
been recast for the divested businesses. The Consolidated Statements of Cash Flows do not separately
report the cash flows of the discontinued operations. Interest expense was nol allocated to the divested
businesses and, therefore, all of the Company's interest expense Is included within continuing operations.

The components of the loss from discontinued operations are presantad below.

2006 2005
Income/(loss) before tax {$ 6) $6
Income tax on operations ( 4
Loss on disposal ( 28} ( 27)
Income tax on disposal ‘ 1 (17}
Loss from discontinued operations ($33) G420

C. Change in Consolidation

In connection with the Company's plans to expand its beverage can operations in the Middle East, the
Company obtained effective control of certain of these operations as of September 1, 2005 through
amendments to existing shareholders’ agreements. The Company owns from 40% to 50% of these
operations and its- ownership percentages did not change as a result of the amendments. With the
amendments, the Company now has the unilateral right to establish the operating, capital and financing
activities of these oparations and, accordlngly has changed its mathod of accounting to the consolidation
method from the equity method.

The change in accounting had no effect on the Company's net income or eamings per share. The
Company's proforma net sates for 2005 would have been $6,792 if the operations were consolidated as
of January 1, 2005.
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D. Goodwill and Intangible Assets

The changes in the carrying amount of goodwill by reportable segment for the years anded December 31,
2007 and 2006 were as follows:

Americas North America European European Non-reportable

Beverage Food Beverage Food segments Tolal
Balance at January 1, 2006 $420 $151 $673 $629 $140 $2,013
Foreign currency translation 77 74 21 172
Batance at December 31, 2006 420 151 750 703 161 - 2,185
impairment charge { 103} ( 103)
Foreign currency translation 8 13 30 49 17 117
Balance at December 31, 2007 $428 $164 §$780 $649 ‘ $178 $2,189

During the fourth quarter of 2007, the Company recognized an impairment charge of $103 to write down
the vatue of goodwill in its European metal vacuum closures reporting unit due to a decrease in projected
operating results. Estimated fair value for the reporting unit was calculated using a combination of market
values for comparable businesses and discounted cash flow projections.

Identifiable intangible assets other than goodwill are recorded within other non-current assets in the
Consolidated Balance Sheets and are not material.

E. Accumulated Other Comprehensive Loss

As-of December 31, accurmnulated olher comprehensive loss consists of the following:

2007 2006
Pension and postretirement adjustments............c..ccooco e {$1,239) {$1,304)
Cumutative translation adjustments .........cccccovnricecicicrvcneeee. ~ { 402) { 433)
Derivatives qualifying as Bedges ......ccovvevvvvv v vvevrcevrre e sren e { 5) 2
Available for sale securtios...........c.ccoe oo 4
$1,646 ($1,731)
F. Receivables
2007 2006
Accounts and notes recaivablg ... e : $525 $584
Less: allowance for doubtful aGCoUNtS .......voveeieeeee e ( 28) (_38)
Net trade receivaDIES ..o e s rsr e s 497 548
Miscellaneous reCeiVADIES . .vvi e riierer v mrr s e s s rms et e s es e 176 143
$673 ._§688

Following are the changes in the allowance for doubtful accounts for the years endsd December 31,
2007, 2006 and 2005. Charges or credits to the allowance that affect the consolidated statements of
operations ara reported within cost of products sold, exciuding depreciation and amortization.

Balance at Balance at

beginning of year Expense Write-offs Translation end of year
2005 $42 ($ 5) {$4) $33
2006 a3 $3 ( 1) 3 - 38
2007 a8 3 { 15) 2 28
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The Company utilizes receivable securitization facilities in the normal course of business as part of its
management of cash flow activities. Under its committed $225 North American facility, the Company selts
receivables, on a revolving basis, to a wholly-owned, bankruptcy-remote subsidiary. The subsidiary was
formed for the sole purpose of buying and selling receivables generated by the Company and, in tumn, sells
undivided percentage ownership interests in the pool of purchased receivables to a syndicale of financial
institutions.

The Company continues to service these receivables for a fee but does not retain any interest in the
receivables sold. The Company has relinquished control of the receivables and the sales are reflected as a
reduction in receivables within the Consolidated Balance Sheets. At both December 31, 2007 and 2008,
$130 of receivables were securitized under the North American facility.

Under the Company’s committed €120 European securitization facility, certain subsidiaries in the U.K. and
France sell receivables to an entity formed in France for the sole purpose of buying receivables from the
‘'selling subsidiaries. The buying entity finances the purchase of receivables through the issuance of senior
units 1o a company in which the Cornpany does not retain any interest. The sefling subsidiaries continue to
service the racaivables for a fee, but do not retain any interast in the receivables sold and the salss are
reflected as a reduction in receivables within the Consolidated Balance Sheets. At December 31, 2007
and 2006, €97 and €83, respectively, of receivables were securitized under this facility.

During 2007, 2006 and 2005, the Company recorded expenses related o the securitization facilities of
$17, $15 and $9, respactively, as interest expense, including commitment fees of 0.25% on the unusad
portion of the facilities.

G. Inventories

2007 2006

Finished goods. ... e $ 380 $338
WOIK 1N PrOCESS «evoveer ettt e ceen s e e e rsaesese e s 125 126
Raw matarials and SUPPlES ... e 525 493
‘ $1,030 $957

During the fourth quarter of 2007, the Company changed the methed of accounting for its U.S. inventories
from the LIFO method to the FIFO method. The Company believes the FIFQ method better maiches
revenues and expenses, yields an inventory balance that more closely approximates curment costs, and
improves the comparability of its financial statements with peer companies. Prior pericds presented in
this report have been recast to report as if the FIFO method of accounting had been used for all periods
presaentad and the effect of those changes are presented below.
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2006 2005

‘ As adjusted As adjusted

Consolidated statements of operations  As originally  for accounting  As originally  for accounting
for the years ended December 31 reported changa reported change

Cost of products sold $5,863 $5,863 $5,535 $5,527
Gross profit 892 892 903 911
Income/{loss) from continuing operations

before income taxes, minority interests

and equity eamings 335 335 { 270} { 262)
Income/(loss) from continuing operations 342 342 { 320) { 312)
Net income/{loss) 309 309 { 362) { 354)
Basic earnings/loss) per share -

continuing operations 2.07 2.07 ( 1.93) ( 1.88)
Diluted garings/{loss) per share —

continuing operations 2.01 2.01 ( 193 { 1.88)
Basic earnings/{loss) per share 1.87 1.87 ( 2.18) { 213)
Diluted eamings/(loss) per share 1.82 1.82 ( 2.18) { 213)
Consolidated balance sheets

as of December 31 :

Inventories 906 957 810 861
Accumulated daficit at December 31 { 1,217) { 1,166) { 1,526) { 1,475)
Accumulated deficit at January 1 { 1,526} ( 1,475) { 1,164) { 1,121)
Consolidated statements of cash flows

for the years ended December 31
Inventory working capital change { 66) ( 66) { 28) { 36)

it the Company had not changed its method of accounting for inventory from LIFO to FIFO, cost of
products sold, excluding depreciation and amortization for the year ended December 31, 2007 would
have been $6 higher than reported in the consolidated statement of samings, and net income would have
been $4 lower. On a per share basis, basic and diluted earnings per share would have been lower by
$0.02. The change had no effect on net income for the year ended December 31, 2006.

H. Property, Plant and Equipment

2007 2006
Buildings and improvements ..o rerrn e eeenen e $ 792 $ 732
Machinery and equIpment. ... 4,075 3,817
4,867 4,549

Less: accumulated depreciation and amortization.............oveees { 3,494) { 3179)
1,373 1,370
Land and improvemerts. ..........coeceieeveniecree e s e e seneeae 148 141
Construction In Progress ... e eree e rersrnesreresescane 83 97
: $1,604 $1,608
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I. Other Non-Current Assets

2007

DEfBITEB tAXES. ..o et e $419

PBNASION BSSOS ....ivivi e erieeece e sree st ce st e eeeeeee e e reeecaraareareas 390
DEbtIiSSUE COSIS vttt et e e eaea 5
Investments... 34
Long-term notes and recewables 3

Other ... 45

$942

$ 30
295
61
39
40
38

2006 _

$503

The increase in deferred taxes is primarily due to the reversal of the U.S. vaiuahon allowance as

discussed in Note X,

The investments caption primarily includes the Company's investments accourded for by the eguity
method and the cost method. The caption also includes balances of $9 as of December 31, 2007 and
2006 for investments accounted for as available-for-sale securities. The decrease in long-term notes and

receivables is due to the coilection in 2007 of a note from the sale of a property in 2006.

J. Accounts Payable and Accrued Liabllities

Trade accounts payable... $1.,328

Salaries, wages and other employee b-eneftts

including pension and postretirement ... e 206
Accrued taxes, other than oniNCOMEe ............c.ocoviceiiiiee e 121
AGCIUET INLBIESE ...covrr v e e s e v srreaana e 44
Income taxes payable ..o 30
Asbestos labilitios. ... 26
Deferred taxes........ccooee i e et e et rs 26
RESHUCLUNNG ..o et 15

L0147 PO U POV UU OO OO 204

K. Other Non-Current Liabitities

2007

ASDESTOS HabIlBS ..ot e v s e $175
Fair value of denVaEIVES ..ot et e eeeeeasseersvaaees 100
Deferred taXeS .o e et 81
Postemployment benefits..........c..oveomivervsren s 48
Income taxes payable ... s 41
EnVIFONMBRTA] ...t et et e e e veeessovseeanenanne 22
OHNBE oo et s e e et e b e oo e e em e e eem e eeeeae e 112

$579

2006

$173
55
106
44

23
98

$499

Income taxes payable in 2007 includes liabilities recorded in accordance with FIN 48 as discussed in

Note A and Note X.
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L. Lease Commitments

The Company leases manufacturing, warehouse and office facilities and certain equipment. Certain non-
cancelable leases are classified as capital leases, and the leased assets are included in property, plant
and equipment. Other long-term non-cancelable leases are classified as operating leases and are not
capitalized. Certain of the leases contain renewal or purchase oplions, but the leases do not contain
significant contingent rental payments, escalation clauses, rent hotidays, rent concessions or leasshold
improvement incentives. The amount of capital leases reported as capital assets, net of accumuliated
amortization, was $7 and $4 at December 31, 2007 and 2006, respectively.

Under long-term operating leases, minimum annual rentals are $65 in 2008, $52 in 2009, $42 in 2010,
$32 in 2011, $27 in 2012, and $65 thereafter. Such rental commitments have been reduced by minimum
sublease rentals of $6 due under non-cancelable subleases. The present value of future minimum
payments on capital leases was $7 as of December 31, 2007. Rental expense {net of sublease rental
incorme} was $69, $57 and $52 in 2007, 2006 and 20085, respectively,

M. Provision for Ashestos

Crown Cork & Seal Company, Inc. ("Crown Cork™ is one of many defendants in a substantial number of
lawsuits filed throughout the United States by persans alleging bodily injury as-a result of exposure 1o
asbestos. These claims arose from the insulation operations of a U.S. company, the majority of whose
stock Crown Cork purchased in 1963. Approximately ninety days after the stock purchase, this U.S.
company sold ils insulation assets and was later merged into Crown Cork.

Prior to 1998, the amounts paid to asbestos claimants were covered by a fund made available to Crown
Cork under a 1985 settlement with carriers insuring Crown Cork through 1976, when Crown Cork became
self-insured. The fund was depleted in 1998 and the Company has no remaining coverage for asbestos-
related costs.

in April 2007, May 2008, May 2005, January 2005 and April 2004, the States of Georgia, South Carolina,
Florida, Ohio and Mississippi, respectively, enacted legislation that limits the asbestos-related liabilities
under state law of companies such as Crown Cork that allegedly incurred these liabilities because they
are successors by corporate merger to companies that had been involved with asbestos. The new
legislation, which applies to future and, with the exception of Georgia and South Carolina, pending claims,
caps asbestos-related liabilities at the fair market vaiue of the predecessor’s total gross assets adjusted
for inftation. Crown Cork has paid significanlly more for asbestos-related claims than the total value of its
predecessor's assets adjusted for inflation. Crown Cork has integrated the legislation into its claims
defense strategy. The Company cautions, however, that the legislation may be challenged and there can
be no assurance regarding the ultimate effect of the legislation on Crown Cork.

In June 2003, the State of Texas enacted legistation that imits the asbestos-refated fabilities in Texas
courts of companies such as Crown Cork that allegedly incurred these liabilities bacause they are
successors by corporate merger to companies that had been involved with asbestos. The Texas
legislation, which applies to future claims and pending claims, caps asbestos-related liabilities at the total
gross value of the predecessor's assets adjusted for inflation. Crown Cork has paid significantly mors for
asbestos-related claims than the total adjusted value of its predecessor's assets. On October 31, 2003,
Crown Cork received a favorable ruling on its motion for summary judgment in two asbestos-related
cases pending against it in the district court of Harris County, Texas (in Re Asbestos Litigation No. 90-
23333, District Court, Harris County, Texas), which were appealed. On May 4, 2006, the Texas
Fourteenth Court of Appeals upheld the favorable niling on one of the two cases (Barbara Robinson v.
Crown Cork & Seal Company, Inc., No. 14-04-00658-CV, Fourteenth Court of Appeals, Texas). The
Appeals court decision has been appealed by the plaintiff to the Texas Supreme Court where oral
argument was held on February 7, 2008. The Texas Supreme Court has not ruled on the appeal. In
addition, a favorable ruling for summary judgment in an asbestos case pending against it in the district
court of Travis Counly, Texas (in Re Rosemarie Satterfield as Representative of the Estate of Jerrold
Braley Decoased v. Grown Cork & Seal Company, Inc. District Court Travis County, 98™ Judicial District
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Cause No. GN-203572) has been appealed. Although the Company believes that the rulings of the
District Court and Appeals Court are correct, there can be no assurance that the legislation will be upheld
by the Texas courts on appeal or in other cases that may challenge the legislation.

In December 2001, the Commonweaith of Pennsylvania enacted legislation that limits the asbestos-
related liabilities of Pennsylvania corporations that are successors by corporate merger to companies
involved with asbestos. The legistation limits the successor's liability for asbestos to the acquired
company's asset value adjusted for inflation. Crown Cork has already paid significantly more for
asbestos-related claims than the acquired company's adjusted asset valus. On February 20, 2004, the
Supreme Court of Pennsylvania reversed the June 11, 2002 order of the Philadelphia Court of Common
Pleas, in which the Court of Common Pleas ruled favorably ort a motion by Crown Cork for summary
judgment regarding 376 pending asbestos-related cases against Crown Cork in Philadelphia and
remanded the cases to the Philadelphia Court of Common Pleas (leropoli v. AC&S Corporation, et. al.,
No. 117 EM 2002). The Court ruled that the new statute, as applied, viclated the Pennsylvania
Constitution because it retroactively extinguished the plaintiffs’ pre-sxisting and accrued causes of action.
The Company believes that the ruling by the court was limited only to cases which were pending at the
time the legislation was enacted. In Novernber 2004, the Commonwealth of Pennsylvania enacted
legislation amending the 2001 successor liability statute providing that the 2001 statute applies only to
asbestos-related claims with respaect to which the two-year statute of limitations for asbestos-relatad
claims had not yet commenced at the time the statute was enacted on December 17, 2001. On July 28,
2005, the Fhiladelphia Court of Common Pleas granted Crown Cork's global motion for summary
judgment to dismiss all pending asbestos-related cases filed in the court after December 17, 2003 {Inre:
Asbestos-Litigation October term 1986, No. 001). Additional cases have been dismissed subsequent to
July 28, 2005 by the Philadelphia Court of Common Pleas. These decisions remain subject to potential
appeal by the plaintiffs and, in some cases, appeals to the Superior Court of Pennsylvania have been
filed by the plaintiffs in connection with these decisions and oral argument was held betore the Superior
Court. The Suparior Court has not niied on these appeals. The Company cautions that the limitation of
the statute may not be upheld.

During 2007, 2006 and 2005, respactively, Crown Cork (i) received 4,000, 5,000 and 9,000 new claims,
(ii) setiled or dismissed 4,000, 5,000 and 4,000 claims, and (iii) had 79,000 claims outstanding at the end
of each of the last three years. The outstanding claims at December 31, 2007 exclude 33,000 pending
claims involving plaintiffs who allege that they are, or were, maritime workers subject to exposure to
asbestos, but whose claims the Company believes will not have a material effect on the Company's
consolidated results of operations, tinancial position or cash flow.

During 2007, 2008 and 2005, respectively, the Company (i) recorded pre-tax charges of $29, $10 and
$10 Yo increase its accrual, (i) made asbestos-related payments of $28, $26 and $29, (i) sottled claims
totaling $15, $20 and $15, including amounts committed to be paid in future periods and (iv) had
outstanding accruals of $201, $198 and $214 at the end of the year. :

The Company estimates that its probable and estimable asbestos liability for pending and future asbestos
claims and related legal costs is $201 at the end of 2007, including $72 for unasserted claims and $5 for
committed settlements that will be paid in 2008.

Historically (1977-2007), Crown Cork estimates that approximataly one-guarter of all asbestos-related
claims made against it have baen asserted by claimants who claim first exposure to asbestos after 1964.
However, because of Crown Cork's setlement experience to date and the increased difficulty of
establishing identification of the subsidiary’s insulation products as the causs of injury by persons alleging
first exposure to asbestos after 1964, the Company has not included in its accrual any amounts for
settlements by parsons alleging first exposure to asbestos after 1964.

Underlying the accrual are assumptions that claims for exposure 10 asbestos that occurred after the sale
of the U.S. company’s insulation business in 1964 would not be entilled to ssttlement payouts and that
the Georgia, South Carolina, Florida, Obio, Mississippi, Texas and Pennsylvania asbestos legislation
described above are expected to have a highly favorable impact on Crown Cork’s ability to settle or
defend against asbestos-related claims in those states, and other states where Pennsylvania law may
apply. The Company’s accrual of $201 includes estimates for probable-costs for claims through the
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year 2017. Estimated additional claims costs of $42 bevond 2017 have not been included in the
Company's liability, as the Company believes cost projections beyond ten years are inherently unreliable
due to potential changes in the litigation environment and other factors whoss impact cannot be known or
reasonably estimated.

White it is not possible to predict the ultimate outcome of the asbestos-related claims and seftiements, the
Company believes that resolution of these matters is not expected to have a material adverse effect on
the Company’s financial position. The Company cautions, however, that estimates for asbestos cases
and settlements are difficult 1o predict and may be influenced by many factors. In addition, there can be
no assurance regarding the validity or correctness of the Company's assumptions or beliefs underlying its
accrual. Unfavorable court decisions or other adverse developments may require the Company to
substantially increase its accrual or change its estimate. Accordingly, these matters, if resolved in a
manner different from the estimate, could have a material effect on the Company's results of operations,
financial position or cash flow.

N. Commitments and Contingent Liabilities

The Company has been identified by the EPA as a potentially responsible party (along with others, in
most cases) at a number of sites. The Company also has environmental issues at certain of its plants in
the Americas and Eurcpe. Actual expenditures for remediation were $1 in each of the last three years.
The Company’s balance sheet reflects estimated discounted remediation liabilities of $25 and $24 at
December 31, 2007 and 2006, respectively, including $3 and $1 as current liabilities, respectively. The
Company records an environmental fiability when it is probable that a liability has been incurred and the
amount of the liability is reasonably estimable. The reserves at December 31, 2007 are primarily for
asserted claims and are based on intemal and external environmentai studies. The Company expects
that the liabilities will be paid out over the period of remediation for the applicable sites, which in some
cases may exceed ten years. Although the Company believes its reserves. are adequats, there can be no
assurance that the ultimate payments will not exceed the amount of the Company’s resarves and will
not have a material effect on the Company’s consolidated results of operations, financial position or cash
flow. Any possible loss or range of potential 0ss that may be incurred in excess of the recorded reserves
cannot be estimated.

In 2003, Crown Cork amended the retiree medical benefits that it had been providing to approximately
10,000 retirees pursuant to a series of collective bargaining agreements between Crown Cork and
certain unions. The amendments increased maximum coverage, required additional retiree
contributions for medical and prescription drug costs and reduced other coverage benefits, Crown
Cork has been a party to [itigation in which the USWA and 1AM upions and relirees claim that the
retiree medical benefits were vested and that the amendments breached the applicable coilective
bargaining agreements in violation of ERISA and the Labor Management Relations Act. In binding
arbitration regarding the USWA matter the arbitrator ruled in favor of the USWA parties with respect to
employaes who retired prior 10 the 1993 collective bargaining agreement and in favor of Crown Cork
with respect to employees who retired under the 1993 and 1998 collective bargaining agreements, The
parties are in the remedy stage of the arbitration with respect to employees who retired prior to the
1993 agreement. The Company recorded a charge of $4 in the fourth quarter of 2007 for the estimated
setloment costs.

With respect to liigation involving Crown Cork and the 1AM parties, a federal district court in Nebraska
ruled that, pursuant to the collective bargaining agreemant, the matter should be resolved through
arbitration. Crown Cork appesled that decision to the Eighth Circuit Court of Appeals. The Eighth
Circuit determined that the retiree medical benefits were not vested and that the Company has the
unitateral right to modify or discontinue these benefits. The period for requesting review of the decision
to the U.S. Supreme Court expired in 2007 and the litigation with the 1AM parties formally concludad in
January 2008.
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The Company and its subsidiaries are also subject to various other fawsuits and claims with respect to
labor, environmental, securities, vendor and other matters arising out of the normal course of business.
While the impact on future financial results is not subject to reasonable estimation because considerable
uncertainty exists, management believes that the ullimate habilities resulting from such lawsuits and
claims will not materially affect the Company’s consolidated results of operations, financial position or
cash flow.

The Company has various commitments to purchase materials, supplies and utilities totaling
approximately $3.5 billion as of December 31, 2007 as part of the ordinary conduct of business. The
Company’s basic raw matsrials for its products are stee! and aluminum, both of which are purchased from
multiple sources. The Company is subject to fluctuations in the cost of these raw materials and has
periodically adjusted its selling prices to reflect these movements. There can ba no assurance, however,
that the Company wil! be able to fully recover any increases or fluctuations in raw material costs from its
customers.

At December 31, 2007 the Company had certain indemnification agreements covering environmental
remediation, lease payments, and other potential costs associated with properties sold or businesses
divested. For agreements with defined liability limits the maximum potential amount of future Fabiiity was
$36. Several agreements outstanding at December 31, 2007 did not provide liability limits."At December
31,2007, the Company had recorded liabilities of $4 for these indemnification agreements. The
Company also has guarantees of $29 related to the residual value of leased assets at December 31,
2007. .

0. Restructuring

During 2007, the Company provided a pre-tax charge of $20 for restructuring costs, including $7 for
severance and other exit costs in the European Food segment, $6 for the reclassification of cumulative
translation adjustments to earnings from the closure of its operations in Indonesia, $3 of corporate costs
for the settlement of a abor dispute related to prior restructurings, and $4 for other severance and exit
costs.

During 2006, the Company provided & net pre-tax charge of $15 for restructuring costs, including $6 for
severance cosls in the European Food segment to ciose a plant, $4 of corporate charges for the
estimated settlement costs of a labor dispute related to prior restructurings, $3 for severance cosis in the
European Specialty Packaging segment to reduce headcount, and $4 for other severance and exit costs,
partially offset by a reversal of $2 of severance costs provided during 2005.

During 2005, the Company provided a pre-tax charge of $13 for restructuring costs, including $3 in the
Americas Beverage segment for severance costs to reduce headgount at a plant, $5 for severance costs
to reduce headcount in a European aerosol can plant, $2 for severance costs to reduce headcount in the
LS. research and development group, and $3 for other severance and exit costs. '

The charges above represent the total amount expected to be incurred In connection with sach activity.
Balances remaining in the reserves at December 31, 2007 included provisions of $10 for current year
actions and $5 for prior restructuring actions. The balence of the restructuring reserves was included in
the Consolidated Balance Sheets within accounts payable and accrued liabilities.
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The components of the restructuring reserve and movements within these components during 2007 and
2006 were as follows:

Other
Termination exit
benefits casts Total
Balance at January 1, 2006 $12 $1 $13
Provisions 8 7 15
Payments made { 14) { 3) (17}
Foreign currency translation and other 1 (N
Balance as of December 31, 2006 7 4 11
Provisions 8 12 20
Payments made {9 { 4) { 13)
Foreign currency translation and other 2 { 5) { 3)
Balance at December 31, 2007 $8 $7 $15

P. Asset Impairments and Loss/Gain on Sale of Assets

During 2007, the Company recorded net pre-tax charges of $100 for asset sales and asset impairments,
including & non-cash goodwill impairment charge of $103 in the European metal vacuum closures
business, partially offset by $3 of other net gains from asset sales and impairment charges.

During 2006, the Company recorded net pre-tax gains of $64 for asset sales and asset impairments,
including a gain of $62 from the sale of a building in the European Food segment. The net building sale
proceeds of $71 included a note of $37. The Company is leasing back the facility for a period of up to
eighteen months and will have no other continuing involvement with the facility. The Company aiso sold
real estate and equipment in the U.S. for $28, some of which it is ieasing back inciuding equipment under
a capital lease with a net present value of $4. Deferred gains of $5 on these sales are being recognized
over the lives of the leases.

During 2005, the Company recorded net pre-lax gains of $18 for assel sales and asset impairments,
including a gain of $7 for the reversal of a provision for an expected toss on divastiture in Asia, and other
net gains of $11 for asset sales. [n Asia, the Company received a waiver of a local requirement to divest
a portion of one of its subsidiaries and, accordingly, reversed its provision for the expected loss on
divestiture at a price below fair value.

Q. Capital Stock

As of December 31, 2007 and 2006, there were 159,777,628 and 162,711,471 common shares
outstanding, respectively.

Shares of common stock issued as compensation 1o non-employee directors were 22,268 in 2007,
34,480 in 2006, and 35,308 in 2005.

The Company's first priority revolving credit and term loan facilifies and its first priority senior secured
notes limit the payment of dividends and the repurchase of comman stock, subject to certain permitted
payments or repurchases and exceptions.

The Board of Directors has the authority 1o issue, at any time or from time to time, up to 30 million shares
of additional preferred stock in one or more classes or series of classes. Such shares of additional
preferred stock would not be entitted to more than one vote per share when voting as a class with holders
of the Company’s common stock. The voting rights and such designations, preferences, limitations and
special rights are subject to the terms of the Company's Articles of Incorporation, determined by the
Board of Directors. ‘
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In February 2008, the Board of Directors authorized the repurchase of up to $500 of common stock from
time to time through December 31, 2010. This authorization replaces and supersedes all previous
outstanding authorizations to repurchase shares. In August 2006, the Company entered into an
amendment to its first priority credit facility providing for an additional $200 first priority term loan facility
dus 2012 to be ulilized to, among other things, repurchase, redeem or otherwise acquire or retire for
value outstanding common stock of the Company, subject 1o certain limitations. In December 2008, the
Company paid $15 to the holders of the first priority senior secured notes to amend the indenture to,
among other things, allow the Company to make $100 of additional restricted payments of any type,
including restricted payments for the repurchase or other acquisition or retirement for value of shares of
Company common stock,

Each repurchase may be made in the open market, through privately negotiated transactions, through
accelerated share repurchase programs, which may be entered into at any time, or otherwise, subject to
the terms of the Company's debt agreements, market conditions and other factors. The Company is not
obligated to acquire any shares of commeon stock and the share repurchase program may be suspended
or terminated at any time at the Company’s discretion. The repurchased shares, if any, are expected to
be used for the Company's stock-based benefit plans, as required, and to offset dilution resulting from the
issuance of shares thereunder, and for other general corporate purposes. During 2007, the Company
repurchased 4,974,882 common shares at a total cost of $118. The $118 of 2007 repurchases includsd
4,234,077 common shares for $100 under an accelerated share repurchase program. During 2006, the
Company repurchased 7,046,378 comrmon shares at a total cost of $135, including 5,262,878 common
shares for $100 under an accelerated share repurchase program,

In 2003, the Board of Directors adopted a Shareholders’ Rights Plan, as amended in 2004, and declared
a dividend of one right for each oulstanding share of common stock. Such rights only becoma
exercisable, or transferable apart fromthe common stock, after a person or group acquires beneficial
ownership of, or commences a tender or exchange offer for, 15% or more of the Company’s common
stock. Each right then may be exercised to acquire one share of common stock at an exercise price of
$200, subject to adjustment. Altematively, under certain circumstances involving the acquisition by a
person or group of 15% or more of the Company's common stock, each right will entitle its holdsr to
purchase a number of shares of the Company’s common stock having a market value of two times the
exercise price of the right. in the event the Company is acquired in a merger or other business
combination transaction after a person or group has acquired 15% or more of the Company's common
stock, each right will entille its holder 10 purchase a number of the acquiring company’s common shares
having a market value of two times the exarcise price of the right. The rights may be redeemed by the
Company at $.01 per right at any time until the tenth day following public announcement that a t5%
position has been acquired. The rights expire on August 10, 2015.

R. Stock-Based Compensation

As of December 31, 2007, the Company had six active stock-based incentive compensation plans - the
1990, 1994, 1997, 2001, 2004 and 2006 plans, all of which have been approved by the Company's
shareholdsrs. The plans provide for the granting of awards in the form of stock options, deferred stock,
restricted stock or stock appreciation rights (“SARs”} and may be subject to the achievement of certain
performance goals as determined by the Plan Commitiee designated by the Board of Directors. There
have been no issuances of dsferred stock or SARs under any of the plans as of December 31, 2007. As
of December 31, 2007, there were approximately 4.1 miillion shares available for awards under the 2004
and 2006 plans, and no shares were available under the other four plans, The 2004 and 2006 plans
expire in April 2009 and 2018, respectively. Shares awarded are generally issued from the Company's
treasury shares.
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Stock Opticns
A summary of stock option activity follows:
2007
Weighted Average
Shares Exercise Price
Options ouistand:ng at January 1., 8,191,170 $13.42
Granted .. v rstreetts e et era et v nen e reas 3,722,000 23.47
Exermsed (1,651,803} 8.36
Forfeited ... { 107,500} 23.45
Expired... {294 250) 48.09
Options outstandmg at December 31 .................. 9,859,517 16.92
Options fully vested or expected to vest
atDecamber 31 ... 9,540,185 $18.70

The tollowing table summarizes outstanding and exercisable options at December 31, 2007:

Options Cutstanding Options Exercisable
Weighted
Average Weighted Waighted
Range of Remaining Average ' Average
Exercise Number Contractual Exercise Number Exercise
Prices Qutstanding Life Price Exercisable Price
$4.25 to $5.30 1,031,280 36 $ 4.83 1,031,280 $ 483
$5.49 to $8.38 562,187 3.1 7.46 562,187 7.48
$8.60 2,179,400 6.1 8.60 2,179,400 8.60
$8.75 774,750 5.7 8.75 774,750 8.75
$19.81 to $22.60 B75,650 2.3 20.49 852,800 20.58
$23.45 3,568,500 9.1 23.45 0
$23.88 to $53.44 867,750 1.2 31.88 : 827,750 35.60
9,859,517 6.0 16.63 6,228,267 13.12

et T

Qutstanding stock oplions have a contractual term of ten years, are fixed-price and non-qualified, and
vest either semi-annually or annually between six months and six years from the date of grant.

Options outstandlng at December 31, 2007 had an aggregate intrinsic value (which is the amount by
which the stock price exceeded the exercise price of the options as of December 31, 2007) of $94. The
aggregate intrinsic vaiue of options exercised during the years ended December 31, 2007, 2006 and
2005 was $26, $33 and $29, respectively. Cash received jrom exercise of stock options during 2007
was $14. A tax benefit of $2 was realized from stock options exarcised during 2007.

Al December 31, 2007, shares that were fully vested or expected to vest had an aggregate intrinsic value
of $94 and a weighted-average remaining contractual term of 5.9 years, and shares exercisable had an
aggregate intrinsic value of $86 and a weighted-average remaining contractual tarm of 4.1 years. Also at
December 31, 2007, there was $28 of unrecognized compensation expense refated 1o outstanding
nonvesied stock options with a weighted-average recognition period of 5.1 years.

Stock oplions are valued at their grant-date fair value using the Black-Scholes option pricing model.
Valuations incorporate several variables, including expected lerm, expected volatility, and a risk-free
interest rate. The expected term (which is the timeframe under which an award is exercised after grant) is
derived from historical data about pariicipant exercise and post-vesting employment termination patiems.
Volatility is the expected fluctuation of the Company’s stock price in the market and is derived from a
combination of historical data about the Company’s stock price and implied volatilities based on market
data. The risk-free interest rate is the U.S. Treasury yield curve rate in effect al the date of the grant
which has a contractual life similar to the option’s expacted term.
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During 2007, the Company granted approximately 3.7 million stock options to employess under its 2006
stock-based incentive compensation plan. The options have a ten-year contractual life and vest over six
years at 20% per year with the initial vesting scheduled on the second anniversary of the grant. The
grants ware valued using the Black-Scholes option pricing model.

The fair value of each stock option on the date of the grant was estimated using the Black-Scholes option
pricing model with the following weighted average assumptions:

2007 2005
Risk-free interest rate 4.7% 4.2% .
Expected life of option (years) 6.0 4.0
Expected stock price volatility 32.2% 29.9%
Expected dividend yield 0.0% 0.0%

The weighted average grant-date fair values for options granted during 2007 and 2005 were $9.50 and
$4.83, respectively. There were no options granted during 2008.

Compensation expense for stock options was $5 in both 2007 and 2008, using an annual forfeiture rate of
approximately two percent. The forfeiture rate is based on historical data of the forfeiture of nonvested
share-based awards through the termination of service by plan participants.

Restricted Stock

Restricted stock was issued in each of the last three years, under the 2004 and 2006 stock-based
incentive compensation plans o certain senior executive officers. A portion of the restricted stock vests
ratably over three years on the anniversary of the date of grant and a portion is subject to performance-
based vesting. The 2007 and 2006 awards included 258,218 shares and 277,440 shares, respeclively,
that are time-vested. The time-vested awards permit the accelerated vesting of nonvested shares upon
termination of a participant due to retirement, disability or death. The fair value of the time-vested awards
was based on the Company’s closing stock price at the grant date. The 2007 and 2006 awards included
136,003 shares and 145,144 shares, respectively, that contain a market performance feature. The market
performance criterion applied to these shares is the median Total Shareholder Return ("TSR"), which
includes share price appreciation and dividends paid, of the Company during the three-year term of the
grant measured against a peer group of companies. The level of shares which vest is based on the level
of performance achieved, ranges between 0% and 200% of the shares awarded and are settled in stock.
The fair value of each performance share was calculated as $25.36 and $21.17 for 2007 and 2006,
respectively, using a Monte Carlo valuation model. The variables used in this mode! included stock price
volatility of 28.4% in 2007 and 36.9% in 2006, an expected term of three years, and a risk-free interest
rate of 4.8% in 2007 and 4.7% in 2006, along with other factors associated with the relative parformance
of the Company’s stock price and shareholder returns when compared to the companies in the peer

group.
A summary of restricted stock transactions during the year ended December 31, 2007 follows:

Weighted-Average

Grant Date

Shares Falr Value
Beginning outstanding 825,383 $16.33
Awarded 394,221 22.92
Released (360,746) 15.00
Ending outstanding 858,858 $18.89

Compensation expense for restricted stock was $9, $6 and $3 in 2007, 2006 and 2005, respsctively. As
of December 31, 2007, there was $7 of unrecognized compensation cost related to outstanding
nonvested restricted stock awards. This cost is expected to be recognized over the remaining weighted-
average vesting period of 1.3 years. The total fair value of shares that vested during the years ended
December 31, 2007 and 2006 was $8 and $3, respectively, No awards vestaed during 2005,
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S. Debt
2007 2005
Short-term debt (1) — -
U.S. dollar bank toans/overdrafts..............uveeeceeoveeeeeeeeenea, $§ 10 $ 20
Other currency bank loans/overdrafts..._............ccoovvvemveeeee, 3 58
Total shom-term debl.......oocoeeeee e e ceee s _$ 45 % 78
Long-term debt
Credit facility borrowings: (2)
LS ONAN .t eene e $ 60
Other CUTENCIBS .....ccc.ecveiev e e 119
Senior secured notes:
Euro (€460) 6.25% first priority due 2011 $ 672 606
First priority term loans:
U.S. doflar at LIBOR plus 1.75% due 2042 ... ........cccooeirernn, 358 361
Euro (€281 in 2007) at EURIBOR plus 1.75% due 2012 ........ 410 374
Senior notes and debentures:
U.S. dollar 7.625% dug 2013 e res s 500 500
U.S. dollar 7.75% due 2015.......oeeceeee e enesennes 600 600
U.S. dollar 8.00% dug 2023...........oooeeeeeeeee e 200 200
U.S. dollar 7.375% due 2026.........cocooooeeeeeee e 350 350
U.S. doltar 7.50% due 2096.........c.ocoov e 150 150
Other indebtedness in various currencies:
Fixed rate with ratas in 2007 from 1.0% to 14.6%
due 2008 through 2015 ... 71 51
Variable rate with average rates in 2007 from 6.0%
to 9.8% due 2008 through 2014 ... e, 86 97
Unamortized diSCOUNES..........ovee et re e aae { 5) { 5)
Total long-termdebt..........coooioeeee 3,392 3,483
Less: current Maturilies . ... e { 38 {43
Total long-term debt, less current maturities ....... $3,354 $3,420

(1) The weighted average interest rates for bank loans and overdrafts outstanding during 2067, 2006 and
2005 ware 5,7%, 6.2% and 4.3%, respectively.

(2) The $800 revolving credit facility is due 2011 and currently bears interest at EURIBOR or LIBOR plus
1.25%. The weighted average interest rates for the credit facilities during 2007, 2006 and 2005 were
7.0%, 6.7% and 5.0%, respectively. :

Aggregate malurities of long-term debt for the five years subsequent to 2007, excluding unamortized
discounts, were $38, $33, $36, $739 and $747, respectively. Cash paymenis for interest during 2007,
2006 and 2005 were $293, $256 and $389, respectively, including amounts capitalized of $1 in both 2006
and 2005.

The estimated fair value of the Company's long-term borrowings, based on quoted market prices for the
same or similar-issues, was $3,339 at Decemnber 31, 2007.

During 2007, 2006 and 2005, the Company recorded pre-tax foreign exchange gains of $12 and losses of
$6 and $94, respectively, primarily for certain subsidiaries that had unhedged currency exposure arising
from intercompany debt obligations. The losses are included in translation and exchange adjustments in
the Consolidated Statements of Operations.
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T. Debt Refinancings and Early Extinguishments

in 2005, the Company sold $500 of 7.625% senior notes due 2013 and $600 of 7.75% senior notes due
2015, and entered into an $800 first pricrity revolving credit facility due 2011 and a first priority term loan
facility due 2012 comprised of $165 and €287 term loans. (n August 2008, tha Company entered into an
amendment to its first priority cradit facility providing for an additional $200 first priority term foan facility
due 2012. The revolving credit facility is subject to a pricing grid and has current pricing of 1.25% above
LIBOR and EURIBOR, respectively. The revolving credit facility also includes commitment fees of
0.375% on the unused portion of the facility. The proceeds from the refinancing were used to repay the
Company’s prior revolving credit facility and all but $36 of the second and third priority senior secursd
notes issued by Crown European Holdings ("CEH), an indirect wholly-owned subsidiary, and to pay
premiums, fees and expenses associated with the refinancing. The Company recognized a loss of $379
in connection with the refinancing, consisting of $278 of premiums and fees and the write-off of $101 of
unamontized fees and unamortized interest rate swap termination costs related to the refinanced facilities
and notes. During 2005, the Company also recognized an additional loss of $4 from early
axtinguishments of debt for premiums paid to purchase certain unsecured notes.

The notes due 2013 and 2015 are senior obligations of Crown Americas, LLC and Crown Americas
Capital Corporation, indirect, wholly-owned subsidiaries of the Company, and are guaranteed by
substantially all U.S. subsidiaries. The revolving credit and term loan facilities contain financial covenants
including an interest coverage ratio, a totai net leverage ratio and a senior secured net leverage ratio.

The $800 revolving credit facility includes provisions for lefters of credit up to $150 and €50. Outstanding
letters of credit accrue interest at 1.25% as of December 31, 2007 and reduce the amount of borrowing
capacity otherwise available. As of December 31, 2007, there were $78 of oulstanding letters of credit
under the facility.

In connection with the November 2005 refinancing and repurchase of the significant majority of the then
outstanding second and third priority senior secured notes, the $38 of remaining notes outstanding as of
December 31, 2007 no longer have any secured interest. CEH may redeem the $35 of 2011 notes at any
time and the $3 of 2013 notes at any time prior to March 2008, by paying a make-whole premium.
Thereafter, CEH may redeem some or all of the 2011 and 2013 notes at redemption prices initially
representing a premium 1o principal equal to one-half of the applicable interest rate on the notes,
declining annually thereafter.

In September 2004, the Company issued €460 of 6.25% first priority senior secured notes due 2011. The
€460 of 6.25% notes issued in 2004, along with the $38 of remaining principal on notes issued In 2003,
are senior obligations of CEH and are guaranteed on a senior basis by Crown Holdings, Crown Cork,
substantially all other U.S. subsidiaries, and certain subsidiaries in the U.K,, Canada, France, Germany,
Menxico, Switzedand and Belgium. The holders of the first priority senior secured notes have first pricrity
liens on assets of centain of the guarantor subsidiaries and the stock of Crown Cork. CEH may redeem all
or some of the first priority secured notes at any time by paying a make-whole premiurn. CEH is also
required to make an offer to purchase the first priority securad notes upon the occurrence of certain
change of control transactions or asset sales. The first priority note indentures contain covenants that limit
the ability of the Company and its subsidiaries to, among other things, incur additional debt, pay dividends
or repurchase capital siock, creata liens, and engage in sale and leaseback transactions. In December
2006, the Company paid $15 to the holders of the first priority senior secured notes to amend the
indenture to conform certain provisions o comparable provisions in the senior secured facility. Among
other things, the amendments allow the Company to incur an additional $200 of indebtedness
collaterafized by the same liens as the notes and to make $100 of additional restricted payments of
any type, including restricted payments for the repurchase or other acquisition or retirement for value
of shares of Company common stock.
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{). Derivative Financial Instruments

In the normal course of business the Company is subject to risk from adverse fluctuations in foreign
exchange and interest rates and commodity prices. The Company manages these risks through a
program that includes the use of derivative financial instruments, primarily swaps and forwards.
Counterparties 1o these contracts are major financial institutions. These instruments are not used for
trading or specuiative purposes. The extent to which the Company uses such instruments is dependent
upon its access to them in the financial markets and its use of other methods, such as netting exposures
for foreign exchange risk and establishing sales arrangements that permit the pass-through to customers
of changes in commodity prices and foreign exchange rates, to effectively achieve its goal of risk
reduction. The Company’s objective in managing its exposure to market risk is to limit the impact on
earnings and cash flow.

Cash Flow Hedges. The Company designates certain darivative instruments as cash flow hedges ot
anticipated purchases or sales, including certain foreign currency denominated intercompany

‘transactions. The ineffective portion of these hedges was not material and no components of the hedge

instruments were excluded from the measurement of hedge effectiveness,

Buring 2005, the Company entered into four cross-currency swaps with a notional value of $700. These
swaps effectively convert fixed rate U.S. dollar intercompany debt into fixed rate euro intercompany debt.
Since the terms of the swaps and tha related debt are the same, the Company expects the swaps to be
highly effective in reducing the related risk. In November 2008, the first of the four swaps matured and
the Company paid $11 at settiement. In November 2007, the second swap matured and the Company
paid $30 at settlement. At December 31, 2007, the two remaining swaps with an aggregate notional
value of $460 and maturing in November 2009 and 2010, had an aggregate fair value loss of $100 and
were reported in other non-current liabilities.

The Company has designated foreign exchange swaps ard forwards and commedity forwards as cash
flow hedges of anficipated foreign exchange and commadity transactions. Contracts outstanding at
December 31, 2007 mature between one and twenty-seven months. At December 31, 2007 and 2008,
the aggregate fair values of the commodity contracts were losses of $19 and gains of $1, respectively,
and were reported in current liabilities and current assets consistent with the classification of the hedged
iterns. The aggregate fair values of the foreign exchange contracts were losses of $6 in 2007, and less
than $1 in 2006 and were reported in other current liabililies.

The changes in accumulated other comprehensive income/(loss) associated with cash flow hedging
activities during 2007 and 2006 were as follows: ‘

2007 2006
Balance al JANUATY 1 ..o e e e 3 2 $0
Current period changes in fair value, net of tax...................... { 120) { 70)
Reclassifications to eamings, net of tax...........ocvei i 113 72
Balance at December 31.........co et $ 5) $ 2

The current period changes in fair value and reclassification to eamings are primarily due to the foreign
exchange component of the cross-currency swaps discussed above.

During the twelve months ending December 31, 2008, a loss of $19 is expected to be reclassified to
eamings with respect to commodity forwards. The actual amount that will be reclassified to earnings over
the next twelve months may differ from this amount due to changing market conditions. No amounts
were reclassified to earnings during 2007 in connection with forecasted transactions that were no longer
considered probable.

Fair Value Hedges. The Company designates certain derivative financial instruments as fair value
hedges of recognized assets, liabilities, and unrecognized firm commitments. Amounts excluded from the
assessment and measurement of hedge effectiveness were reported in earnings and amounted to less
than $1 before incormne taxes in each of the last three years.
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The Company designates certain foreign currency forward exchange contracts as fair value hedges of
recognized foreign-denominated assets and liabilities, generally trade accounts receivable and payable
and intercompany debt, and unrecognized foreign-denominated firm commitments. At December 31,
2007, the aggregate fair value of these contracts was a loss of $3 and was reported in cusrent liabilities.
The aggregate fair value at December 31, 2006 was less than $1. There was no impact on earnings in
any of the last three years from a hadged firm commitment that no longer qualified as a fair value hedgs.

Undesignated Contracts. At December 31, 2007, ihe Company had outstanding foreign currency
forward exchange contracts that have not been designated as hedges. Changes in their fair value are
reported currently in earnings as translation and exchange adjustments and offset the foreign currency
gains or losses reported from the re-measurement of related intercompany balances. The aggregate fair
value of these contracts at both December 31, 2007 and 2006 was a gain of $13 and was reported in
current assets.

V. Earnings Per Share ("EPS")

The following table summarizes the basic and diluted sarnings per share computations. Basic EPS
excludes ait potentially dilutive securities and is computed by dividing the net income/loss from continuing
operafions by the weighted average number of common shares outstanding during the period. Diluted
EPS inciudes the effact of stock options and restricted stock as calculated under the treasury stock
method.

2007 20086 2005

Income/(loss) from continuing operations $528 $342 ($312)
Weighted average shares outstanding:
Basic 161.3 165.5 165.9
Dilutive effect of stock options and restricted stock 4.2 4.3
Diluted ‘ 165.5 169.8 165.9
Earnings/(ioss) per share from continuing operations:

Basic $3.27 $2.07 {$1.88)

Diluted $3.19 $2.01 {$1.88)

Potentially dilutive common stock equivalents resulting from stock options and restricted stock of 6.0
million in 2005 were excluded from diluted shares outstanding because they would have been anti-dilutive
due to the net loss. In addition, common shares contingently issuable upon the exercise of outstanding
stock options of 4.1 million in 2007, 2.4 million in 2006 and 3.6 million in 2005 had exercise prices above
the average market price for the refated pericds and ware also excluded.

For purposes of calculating assumed proceeds under the treasury stock method when detarmining the
diluted weighted average shares outstanding, the Company excludes the impact of proforma deferred tax
assets arising in connection with stock-based compensation,

W. Pensions and Other Retirement Benefits

Pensions. The Company sponsors various pension plans covering certain U.S. and non-U.S. employees,
and parlicipates in certain multi-employer pension plans, The benefits under the Company plans are
based primarily on years of service and either the employees' remunaration near retirement or a fixed
doltar muitiple. Contributions to multi-employer plans in which the Company and ils subsidiaries
participate are determined in accordance with the provisions of negotiated labor contracts or applicable
local regulations. :
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A measurement date of Decembar 31 was used for ali plans presented below.

The components of pension expense were as follows:

U.S.

BOIVICE COSLuiiuiiirieiiirieirrie e et e are s res e e s s e e snbs st e e st e e s neanbaan
Inferest cost...

Expected retum on plan assets ..

Amortization of actuarial loss ...

Amortization of prior service cost

Cost attributable to setffements and curtaﬂments
Total pension BXPENSE ... rerveereie e srrc e rriessenresensrrsssanses

Non-U.5.

Service cost...

Interest cost... .

Expected relum on plan assets

Amortization of actuarial loss ...

Amortization of prior service credlt

Cost attributable to settlements and cur‘ta:lments
Total pension expense/(credlt)............................................,._._..‘...

B L T

2007 2006 2005
$ 8 $ 9 $ 9
77 77 78
( 112) { 108) { 89)
46 56 62
2 2 2
3
$ 24 $ 36 3 62
2007 2006 2005
$ 36 $ 35 $ 34
171 152 163
( 245) ( 215) { 216)
29 33 46
{ 6) ( 6) (N
1 2 3
($ 14) $ 1 $ 23

Additional pension expense of $4 was recognized in each of the last three years for multi-employer plans.

The projected benefit obligations, accumulated benefit obligations and tair value of plan assets for U.S.
pension plans with accumulated benefil obligations in excess of plan assets were $71, $70 and 30,
respectively, as of December 31, 2007 and $69, $64 and $0, respectively, as of December 31, 2008.

The projected benefit obligations, accumulated benefit obligations and fair value of plan assets for non-
U.S. pension plans with accumulated benefit obligations in excess of plan assets were $219, $197 and
$92, respectively, as of December 31, 2007 and $204, $182 and $81, respectively, as of December 31,

2006.

U.8. Plans
Projected Benefit Obligations 2007 2006
Benefit obhgatlons at January 1. $1,361 $1,434
Service cost.. 8 9
Interest Cost. ..o 77 77
Plan participants’ contriibutions ........ccccecveiveeercnnaes
Amandmeants... 2
Curtailments and settlements
Actuarial {gain)IoSS........ceoe e ( 81} { 14)
Benefits paid ... ; ( 116} { 115)
Foreign currency exchange rate changes ............
Benefit obligations at December 31.. $1,301 $1,391
Accumulated benefit obligations at December 31 $1,279 $1,365
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Non-U.S. Plans
2007 2006

$3,244 $2,926
36 35
171 152
7 7

{ 6)

60 { 75)

{ 185) { 183)
92 368
$3,425 $3,244
$3,261 $3,086
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U.S. Plans Non-U.5. Plans

Plan Assets 2007 2006 2007 2006
Fair value of plan assets at January ¥ ... $1,338 $1,291 $3,400 $2,881
Actual return on plan assets..........e 165 161 158 210
Employer contributions. ... 7 1 58 89
Plan participants’ contribuions ...........ccccenineeee. 7 7
Benefits paid ..........c oo ( 116) ( 115) ( 185} ( 163)
Foreign currency exchange rate changes.._.......... 86 376
Fair value of plan assets at December 31 ........... $1,394 $1,338 $3,524 $3,400

Pension assets/(liabilities) included in the Consolidated Balance Sheets are:

2007 2006
NON-CUITeM asset........ccovrierivrniiicrnninesvercssrossesenas $390 $295
Current Babilify ........oovoveee e { 21) { 14)
Non-current liability .............ccoocooeieciiiinenee { 177) { 178)

The Company’s current liability of $21 as of December 31, 2007, represents' the expected required
paymenits to be made for unfunded plans over the next twelve manths. Estimated required 2008 employer
contributions are $46 for the Company’s funded plans.

Changes in the net ioss and prior service credit for the Company’s pension plans were:

2007 2006 2005
Prior Prior Prior
Net service Net service Net senvice
loss credit loss credit loss credit
Balance at January 1 $1,497 {$18) $1,625 {$15) $1,527 ($30)
Reclassification 1o net
period benefit cost { 78) 5 { 89} 4 { 108) 5
Current year (gain)foss 33 { 137) 287 5
Amendments . 2
Foreign currency translation 28 1 ' o8 ( 5} ( 81) 5
Balance at December 31 $1,480 {$ 8) $1,497 ($16) $1,625 {$15)

As of December 31, 2007, accumulated other comprehensive loss included a charge of $1,480 for
unrecognized net losses and a credit of $8 for prior service credits. The estimated portions of the net
losses and prior service credits that are expected to be recognized as components of net periodic bensfit
cost/{credit) in 2008 are $74 and ($4), raspactively.

The expected future benefit payments as of December 31, 2007 are:

u.s. Non-U.8.
Plans Plans
128 181
125 190
134 197
109 203
108 209

502 1,120
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Additional information conceming the plan assets is presentad below,

U.S. Plan Assets Non-U.S. Plan Assats
Weighted Average Weighted Average
2008 December 31, 2008 December 31,
Plan assels Target Allocation 2007 . 2006 Target Allocation 2007 2006
Equity securities 70% 71% 73% 21% 21% 25%
Fixed income 12% 9% 9% 52% 54% 53%
Real estate 3% 2% 2% 8% 8% 9%
Other ] 15% 18% 16% 19% 17% 13%
' 100% 100% 100% 100% 100% 100%

Plan assets included $138 and $128 of the Company’s common stock at December 31, 2007 and 2008,
respectively.

The non-U.S. plan asset percentages are those of the U.K. plan, which is the primary non-U.S. plan with
assets. The “other” caption of plan assets primarily includes alternate investments such as private
equities and hedge funds, but in the U.S. also included $60 and $30 of cash as of December 31, 2007
and 2008, raspectively.

The Company’s investment strategy in the U.S. plan is to provide the fund with an’ ability to earn attractive
long-term rates of return on its assets at an acceptable level of risk. The equity portions of the program
are diversified within the U.S. and internationa! markets based on capitalization, valuations and other
factors. Debt securities include all sectors of the marketable bond markets.

The Company’s investment strategy in the U.K. plan is to invest 52% of its assets in investment grade
bonds that maich the liability profile. The remaining assets are invested in U.K. and glcbal equities, real
estate, high-yield bonds and alternate investments. The allocation of asseis is determined after
considering the plan’s financial position, liability profile and funding requirements.

The welghted average actuarial assumptions used 1o calculate the benefit obligations at December 31
were:

u.Ss. 2007 2006 2005
Discount rate ........ccoooieciiciiniene e et ta et n s e 6.5% 5.9% B57%
Compensation iNCIBAaSE ...« e 3.0% 3.0% 3.0%
Non-\J8. 2007 2006 2005
DISCOUNT FAME ....oceiiiei et e emrme et vme et eb e es e bnas s s 52% 5.2% 5.0%
Compensation INCIEASE .........occvvvieverrerrerrr e et s s e 5% 3.5% 35%

The weighted average actuariat assumgtions used to caiculate pension expense for each year wera:

u.s. 2007 2006 2005
DISCOUNE FAIE ..o et e e e 5.9% 5.7% 5.8%
COmMPENSELION INCIBASE ..o er e e aresrase s eeas 3.0% 3.0% 30%
Long-termrate of return ... 8.75% B.75% 9.0%
Non-U.S. 2007 2008 2005
DISCOUNT FAIE ... ce et e s e 5.2% 5.0% 6.3%
Compensation INCIEASE ........c.ccoirrireecre e e eaneer e revsn e 3.5% 3.5% 4.3%
Long-term rate of retumm ..o e 7.1% 71% B.1%
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The expected long-term rates of return are determined at each measurement date based on a review of
the actual plan assets, the target allocation, and the historical retumns of the capital markets, adjusted for
current interest rates as appropriate.

Other Postretirement Benefit Plans. The Company sponsors unfunded plans te provide health care and
life insurance benefits to pensioners and survivors. Generally, the medical plans pay a stated percentage
of medical -expenses reduced by deductibles and other coverages. Life insurance benefits are generally
provided by insurance contracts. The Company reserves the right, subject to existing agreements, o
change, modify or discontinue the plans. A measurement date of December 31 was used for the plans
prasented balow.

The components of the net postretirement benelits cost were as follows;

2007 2006 2005
SOIVICE COBE. oo e asn e s $5 $ 4 54
IMBIASt COBL...ooii it e rrce e e s e 33 33 38
Amortization of prior service credit...........ccoociv i {17 ( 16) (13
Amortization of actuarial lass ... 10 13 15
Total postretirement benefits CoOst........ccoci e, $31 $34 $44

The following provides the cormponents of the changes in the benefit obligations:

2007 2006
Benefit obligations at January 1., $614 $639
SEIVICE COSBL... ettt ettt 5 4
INEIEST COSL. ..ot e 33 33
Amendments.......cccomiiinenec USRI { 102) 3
Actuarial Qain ..o e e ( 42) ( 24)
Benefits paid ... e { 35) { 43)
Foreign currency exchange rate changes...........cocccevvciiceeceeneees 10 2
Benefit obligations at December 3t ... $483 $614

Changes in the net loss and prior service credit for the Company's postretirament benefit plans were;

2007 2006 2005
Prior Prior Prior
Net service Nat service Net service
loss credit loss credit loss credit
Balance at January 1 $183 {$119) $219 ($136) $224 {$ 99)
Reclassification to net
periodic benefit cost { 10) 17 ( 13) 16 { 15} 13
Current year (gain)loss { 42) { 24) 11
Amendments ( 102) 3 { 52)
Foreign currency translation 1 ( 2} (1 2
Balance at December 31 $1314 ($204) $183 ($119) $219 {$136)

As of December 31, 2007, accumulated comprehensive loss included a charge of $131 for unrecognized
losses and a credit of $204 for prior service credits, The estimated portions of the net losses and prior
sarvice credits that are expected to be recognized as components of net periodic benefit cost/{credif) in
2008 are $9 and ($23), respectively.

The U.S. plans were amended in 2007 and 2005 to, among other things, require additional retiree
contributions for medical and prescription drug costs.
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The expected future benefit paymenis are $45 in 2008, $35 in 2009, $35 in 2010, $36 in 2011, $38in
2012 and $189 in aggregate for 2013 through 2017. These payments are net of expacted Medicare Part
D subsidies of $3 in 2008, $4 in each of the years 2009 to 2012 and $21 in aggregate for 2013 through
2017. Benefits paid of $35 in 2007 are net of $4 of subsidies.

The health care accumulated postretirernent benefit obligations were determined at December 31, 2007
using health care trends of 9.4% decreasing to 5.1% over nine years. Increasing the assumed health
care cost trend rate by one percentage point in each year would increase the accumulated
pastretirement benefit obligations by $42 and the total of service and interest cost by $4. Decreasing the
assumed health care cost trend rate by one percentage point in each year would decrease the
accumulated postretirement benefil obligations by $35 and the total of service and interest cost by $3.

The weighted average discount rates used to calculate the benefit abligations at the end of each year and
the cost for each year are presented betow.

2007 2006 2005
Benafit obligations.............ocerverenn. OO 6.5% 5.8% 5.6%
L0041 OSSR 5.8% 5.6% 6.3%

Employee Savings Plan. The Company sponsors the Savings Investment Plan which covers
substantially all domestic salaried employees who are at least 21 years of age. The Company matches up
to 3.0% of a participant’s compensation and the total Company contributions were $2 in each of the last
three years.

Employee Stock Purchase Plan. The Company sponsors an Employee Stock Purchase Plan which
covers all domestic employees with one or more years of service who are non-officers and non-highly
compensated as defined by the Internal Revenue Code. Eligible participants contribute 85% of the
quarnter-ending market price towards the purchase of each common share. The Company’s contribution
is equivalent to 15% of the quarter-ending market price. Total shares purchased under the plan in 2007
and 2006 were 37,091 and 52,148, respectively, and the Company's confributions were less than $1 in
both years.

X. Income Taxes

As discussed in Note B, the Company adopted FIN 48 effective January 1, 2007, and recorded a charge
of $16 to its accumulated deficit. A reconciliation of unrecognized tax benefit {ollows.

Tax interest Total
Balance at January 1, 2007 prior to the adoption of FIN 48 $47 $47
Adoption of FIN 48 on January 1, 2007 17 31 18
Additions for current year tax positions 15 15
Settlemants ( B) ( 9
Foreign currency translation 3 3
Balance at December 31, 2007 $77 $1 $78

The settlements of $5 include $2 due to expirations of statutes of limitation.

The $77 of unrecognized benefits as of December 31, 2007 includes $36 related to a claim filed by the
Company in the United States Court of Federal Claims to recover U.S. federal taxes paid in prior years.
The Company’s claim relates to the fiming of the deductibiiity of certain payments made in 1993 to 1995,
In addition to the $36, the $77 also includes reserves of $41 for potentia! liabilities related to transfer
pricing, withholding. taxes and non-deductibility of expenses. The reserves of $41 are reported in other
non-current liabilities and include $3 of penalties.

Interest and penalties are recorded in the statement of operations as interest expense and provision for
income taxes, respectively. The total interest and penalties recorded in the statement of operations was
$1 for the year ended December 31, 2007, and less than $1 for both 2006 and 2005.
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The unrecognized benefits of $77 as of December 31, 2007 include $70 that, if recognized, would affect
the effective tax rate. Of the $7 of remaining unrecognized bensfits, $5 would have no effect due to
valuation allowances in certain jurisdictions, and $2 would reduce goodwil if recognized. The Company's
unrecognized tax benefits are expected to increase in the next twelve months as it continues its current
transfer pricing policies, and are expected to decrease as open tax years or claims arg settled. The
Company is unable to estimate a range of reasonably possible changes in its unrecognized tax benefits in
the next tweive months as it is unable to predict when, or if, the tax authorities will commence their audits,
the time needed for the audits, and the audit findings that will require settlement with the applicable tax
authorities, if any. In addition, the Company is unable to estimate the timing of the resolution of its U.S.
tax claim.

The tax years that remained subject to examination by major tax jurisdiction as of December 31, 2007
were 2002 and beyond for Canada; 2003 and beyond for Spain and Italy; 2004 and beyond for the United
States, France and Germany; and 2005 and beyond for the United Kingdom.

Pre-tax income/{loss) for the years ended December 31 was taxed under the following jurisdictions:

2007 2006 2005
L O SOOI U § 4 $ 39 ($ 60)
FOTRIGN .eocee ettt et s et 197 296 ( 202)
$201 _ $335 ($262)
The provision/(benefit) for income taxes censisted of the following:
Current tax;
ULS. fBBral ..ottt e es e
State and fOrgign. ... .....oevv et e $ 86 $ 48 $ 55
$ 86 $ 48 $ 55
Defarred tax;
ULS. FEUBIAE ....cooocvetii et cress oo ceree e et eeeen {$390) ($121) ($12)
State and fOrgign ..o ceeareeeeeeee e e et { 98) 11 { 32)
' ( 486) (110) (48
TOM Lot amr e ($400) ($ 62) $ 1

The provision for income taxes differs from the amount of income tax determined by applying the U.S.
statutory federal income tax rate to pre-tax income/{loss) as a resuit of the following items:

2007

2006 2005
U.S. statutory rate at 35% ....eceeev et $ 70 $117 (% 92)
Minimurm pension liability adjustment ... { 121)
Valuation alloWanee ...........coveereveieecere e s esee e e { 485) { 1) 108
IMPAIMENTIOSSES ......cceceree e rererere e ee s sss et e 36
Tax on fOrelgn INCOME. ..ot { 35) { 30) { 20)
Tax rate CRAMGES ... rrce e e esee e e e ese s seese e ( 8)
WIthholding taxes ......c.covieee e 9 11 9
Other tems, net...........o et 13 ( 28) 6
Income tax provisionAbenefit) ..o e, {$400) ($ 62) $ 1
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: The valuation allowance caption for 2007 includes, among other items, the reversal of the U.S. valuation
: aliowance discussed below. The impairment losses caplion for 2007 is the effect of the non-deductible
goodwill impairment charge discussed in Note D. The tax rate changes caption includes the effect of
European tax rate changes in 2007, primarily in the UK.
The minimum pension liabllity adjustment caption for 2008 includes a credit of $121 due to the raversal of
the Company's LS. minimum pension tiability adjustment under FAS No. 87. During 2001, the Company
recorded a charge to establish a valuation allowance against its U.S. deferred tax assets, including $121
of deferred tax assels related to its defined benefit pension plan that were originally recorded through
other comprehensive income. Upon the elimination of the minimum pension liability at December 31,
2006 under FAS No. 87, the Company reclassified the credit of $121 in accumulated other
comprehensive income to the statement of operations. The valuation allowance caption for 2008 includes
a credit of $25 in the U.S, operations, partially offset by charges of $14 in non-U.S. operations, including
Canada and France. The other items caption for 2006 includes a benefit of $13 for a reinvestment tax
credit related to the invesiment of proceeds from the sale of a building in the European Food segment as
discussed in Note P. The caption also includes, among other items, $10 for the reversat of U.S. state tax
contingencies upon completion of audits and $5 for the partial reversal of a U.K. tax contingency, as
discussed below, based on a settiement covering the remaining period under examination.

The other items caption for 2005 includes, among othar things, a benefit of $5 for the partial reversal of a
U.K. tax contingency of $16 that was provided during 2004. The reversal of 35 was based on a
settlernent covering a portion of the period under examination.

The Company paid taxes, net of refunds, of $90, $71 and $70 in 2007, 2006 and 2005, respectively.

The components of deferred taxes at December 31 are:;

2007 2006
Assets Liabilities Assets Liabilities

Tax ioss and credil carryforwards ......................  $769 $688
Postretirement and postemployment benefits. .. 200 261

Depretiation ......c..oooce v, 12 $145 6 $143
PENSIONS. ..ot 54 118 33 76
ASDESIOS....e et e e e 70 ‘ 69

IWENMIONES .o vre et e e 1 27 2 17
Accruals and other..........ccoceceeverircsir e 85 63 78 62
Valuation allowances ............cccveeeeceeeecceeeeee.{ 508) ' { 925)

B0 - | U RUSS $683 $353 $212 $298

Prepaid expenses and other current assets includes $18 and $10 of deferred tax assets at Decernber 31,
2007 and 2006, respectively.

Tax loss and credit carryforwards expire as follows: 2008 - $4; 2009 - $8; 2010 - $1: 2011 - $2; 2012 -
$24; thereafter - $456; unlimited - $274. The majority of those expiring after 2012 relate to $208 of U.S.
tederal tax loss carryforwards that expire through 2025, and $200 of state tax loss carryforwards. The
unlimited carrytorwards primarily include tax losses and credits in Europe. The tax loss carryforwards
presented above exclude $22 of windfall tax benefits that will be recorded in additional paid-in capitai
when realized.

Realization of any portion of the Company’s deferred tax assets is depandent upen the availability of
taxable income in the relevant jursdictions. The Company considers all sources of taxable income,
including (i) taxable income in any available carry back period, (i) the reversal of taxable temporary
difterences, (fii) tax-planning strategies, and (iv) taxable income expected to be generated in the future
other than from reversing temporary differences. The Company also considers whether there have been
cumulative losses in recent years. The Company records a valuation aflowance when it is more likely
than not that some portion or all of the deferred tax assets will not be realized.
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The Company's valuation allowances of $508 as of December 31, 2007 include $244 in the U.S., $185 in
France, $31 in Canada and $48 in other non-U.S. operations.

in the fourth quarter of 2007, the Company released a portion of its U.S. deferred tax valuation
allowances based on management's determination thatl it was more likely than not that the related
deferred tax benefits would be realized. Management's determination was based on cumulative eamings
in recent years and its projections of future income. The vailuation allowance release included a tax
benefit of $462 recorded in continuing operations. The Company stilf maintains a valuation allowance of
$244 against U.S. deferred tax assets that management befieves will not be realized, primarily U.S.
federal tax credits and state loss camyforwards that are expected to expire. Prior to the release in 2007,
the Company had a full valuation allfowance against its U.S. deferred tax assels since December 31,
2001, In France, the Company has a full valuation allowance against its net deferred tax asssts of $185,
consisting of $220 of deferred tax assets and $35 of deferred tax liabilities. The deferred tax assets of
$220 include, among other items, $188 of tax loss carryforwards. The Company’s operations in France
have had losses in recent years due to significant interest expense, foreign exchange losses and, in
2005, the payment of premiums to repay a portion of the Company’s second and third priority senior
secured notes as discussed in Note T. The Company determined that a full valuation allowance was
appropriale for its French net deferred tax assets as of December 31, 2007 due to the recent losses and
uncertainty regarding the amount and timing of future taxable income. Although the French deferred tax
assets include $188 of benefits for tax loss carryforwards that do not expire, the Company's underlying
assumption is that there is not sufficient positive evidence of future taxable income, after considering all
sources, to overcome the negative evidence of losses in recent years. Accordingly, the Company
concluded that it was more likely than not that no portion of the net deferred tax assets will be realized. in
Canada, the Company has a full valuation allowance against its net deferred tax assets of $31, consisting
of $48 of deferred tax assets and $17 of deferred tax liabiiities. The deferred tax assets include, among
other things, $29 of tax loss carryforwards. The Company's operations in Canada have had losses in
recent years due to decreased operating profits and increased interest expense from a corporate
restructuring. The Company determined that a full valuation allowance was appropriate for its Canadian
net deferred tax assets as of December 31, 2007 due to the recent losses and uncertainty regarding the
amount and timing of future taxable income. The Company’s underlying assumption is that there Is not
sufficient positive evidence of future taxable income, after considering all sources, o overcome the
negative evidence of losses in recent years. Accordingly, the Company concluded that it was more likely
than not that no portion of the net deferred tax assets will be realized. The valuation allowances of $48 in
other non-U.S. operations includes $14 for tax loss camyforwards in an inactive entity in Europe where
there are no current tax-planning strategies to utilize the losses, $29 in other European entities, and $5 in
Asia.

Management's estimales of the appropriale valuation allowance in any jurisdiction involves a number of
assumptions and judgments, including the amount and timing of future taxable incoms. Should future
results differ from management’s estimates at December 31, 2007, it is possible there could be fulure
adjustments 1o the valuation allowances that would result in an increase or decrease In tax expense in the
period such changes in estimates were made.

The cumulative amount of the Company's share of undistributed earnings of non-U.S. subsidiaries for
which no deferred taxes have been provided was $207 at December 31, 2007. Management has no plans
to distribute such earnings in the foresesable future,

Y. Segment Information

The Company’s business is organized geographically within three divisions, Americas, European and
Asia-Pacific. Within the Americas and European divisions, the Company has dstarmined that it has the
following reportable segmenis organized along a combination of product lines and geographic areas:
Americas Beverage and North America Food within the Americas, and European Beverage, European
Food and European Specialty Packaging within Eurcpe. = Prior periods shown below have been
conformed to the current presentation.
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The Company evaluates performance and allocates resources based on segment income. Segment
! income is defined by the Company as gross profit less selling and administrative expenses. Transactions
between operating segments are not material,
The tables below present information about operating segments for the years ended December 31, 2007,
2006 and 2005:
2007 External Sagmant Depraciation Capital Segment
sales assets  and amorlization expenditures income
Americas Beverage..............ccoeceeien $1,751 §$1,082 $ 47 $ 40 $182
North America Food..... 849 538 21 g 76
Europaan Beverage 1,436 1,542 46 13 185
Europeen Food .. 1,991 1,838 53 37 173
European Specnally Packagmg 460 231 16 8 14
Total reportable segments .., 6,487 5,231 177 108 $630
Non-reportable sagments. ... 1,240 805 37 42
Corporate and unallocated itams ........... 875 15 6
Tt e e $7,727 $7.007 $229 $156
20086 External Segment Depreciation Capital Segment
gales asgsels and amorization expenditures income
Americas Beverage.............ow oo $1,600 $1,028 $ 48 $ 32 $160
North America Food 821 529 22 13 70
European Baverage ... 1,174 1,511 a5 58 122
European Food.. 1,885 1.831 51 24 174
European Spec;ally Packagtng .............. 427 230 9 ] 23
Total reportable segments ..............c...... 5,907 5,129 175 136 $549
Non-reponable segments..................... 1,075 872 36 46
Corporate and unallocated itams ... 408 _16 9
TOWE e e e $6,982 $6,409 $227 1N
2005 External Segment Depreciation Capital Sagment
sales assels and amorization expenditures income
Americas Beverage..........coeeevrvnrirsenns $1,674 $ 983 $ 48 $ 25 $197
North Arerica Food...... 772 523 21 13 42
European Beverage ... 963 1,363 38 81 140
European Food ........... trererr e 1,842 1,626 62 20 198
European Specmlty Packagmg ..... 406 188 9 5 20
Total reportable segments ... 5,657 4,683 179 144 $597
Non-reportable segmems....................... 1,018 782 39 48
Comorate and unallocated items 1,123 19 2
Total....cr et $6,6875 $6,588 $237 $192

“Corporate and unallocated items” includes corporate and division administrative costs, tachnology
costs, and unallocated items such as the U.S. and U.K. pension plan costs.
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: A reconciliation of segment income to consolidated income/{loss} from continuing operations before

income taxes, minority interests and equity earnings for the years ended Dacember 31, 2007, 2006 and

' 2005 follows:

: 2007 2006 2005

* Segment income of reportable SegMments ........cc...cvcveeeccenvceec. $630 $549 $597

: Segment income of non-reportable segments...............cooc.eeenn.. 133 118 121
Carporate and other unallocated i8mMS........coecoccoivniieveece e, { 121) { 92) ( 148)
Provision for 8sbestos ... ... e { 29) ( 10) ( 10)
Provision for restructuring ... . - 20) {( 15) ( 13)
Provision for asset lmpanrmants and Ioss/gam on sale of assets { 100) 64 18

Loss from early extinguishments of debt ...t { 383)

HTEIESE BXPONSE...ccviiee e se st e et s ee e e { 318) { 286) { 361)

Interest income.. s 14 12 9
Translation and exchange adjustments ........................................... 12 { 8) { 94)
tncome/(loss) from continuing operations before income taxes,

minority interest and equity @amings ...........ccovve i $201 $335 ($262)

For the years ended December 31, 2007, 2006 and 2005, no one customer accounted for more than 10%
of the Company's consolidated net sales,

Sales by major product were:

2007 2006 2005
Metal beveragecansandends. ..., 33,508 $3,104 $2,925
Metal foodcans and ends ..o e 2,591 2,447 2,355
Other metal packaging ........ccocov e 1,389 1,312 1,280
Plastic packaging ........ccovreimmie e 61 54 53
Other ProdUSS ... v rere e ee e ees sre e 90 65 62
Consolidated net sales.............cccoovvcnncvinnnvinevsnsiccrveiienene. $7,727 $6,982 $6,675

Sales and long-lived assets for the major courtries in which the Company operates were:

Net Sales Long-lived Assets
2007 2006 2005 2007 2006 2005
United States.....................  $2,098 $1,974 $2,008 $ 333 $ 362 $ 422
United Kingdom.................. 855 778 799 196 217 222
France........coeeervevicinnnn. 679 629 612 112 114 126
L6 (11T U 4,095 3,601 3,256 963 915 837
Consclidatedtotal ... ... P17 $6.982 $6,675 $1,604 $1.608 $1,607
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Z. Condensed Combining Financial Information

Crown European Holdings (issuer), a 100% owned subsidiary of the Company, has outstanding senior
secured notes that are fully and unconditionally guaranteed by Crown and certain subsidiaries. The
guarantor information that follows includes substantially all subsidiaries in the United States, the Unitad
Kingdom, France, Germany, Belgium, Canada, Mexico and Switzerland. The guarantors are 100% owned
by ‘the Company and the guarantees are made on a joint and several basis. The following condensed
combining financial statements:

+ statements of operations and cash fiows for the years ended December 31, 2007, 2006
and 2005, and
» balance sheets as of December 31, 2007 and 2006

are presented on the following pages to comply with the Company’s requirements under Rule 3-10 of
Regulation S-X.

CONDENSED COMBINING STATEMENT OF OPERATIONS

For the year ended December 31, 2007

{in mlillons)
Non Total
Parent Issuer  Guarantors Guaraniors  Eliminations. _Company
Net Sales..............cocvvvemvecerine it $4,602 $3,125 $7,727
Cost of products sold, excluding
depreciation and amortization ............... (% 23) 3,864 2,630 6,471
Depreciation and amonrtization_................... 138 91 229
Gross profit............occier . 23 600 404 1,027
Selling and administrative expense ... ....... { 1) 287 99 385
Provision for asbestos .. 29 29
Provision for reslruc’turmg 5 15 20
Provision for asset 1mpa|rments and
logs/gain on sale of assels .. 37 63 100
Net interest expense... 100 196 8 304
Technology royalty.... - ( 37) 37
Translation and exchange adjustmenls ...... { 1y | 8 | 3) { 12)
Income/(loss) before income taxes,
minority interests and equity eamings .. ( 75} 91 185 201
Provision/(benefit) for income taxes ........... { 458) 58 ( 400)
Equity earnings/(loss} ....ccccvvveevcvvvvrcvionee. 3528 95 (21} {$602)
Income before minority interests and
equity earnings........ceeveeireience e 528 20 528 127 ( 602) 601
Minority interests and equity eamings........ { 73} 73
Netincome...........covrveomnvicneieciecieee. 9028 $ 20 $ 528 $§ 54 ($602) $ 528
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CONDENSED COMBINING STATEMENT OF OPERATIONS

For the year ended December 31, 2006

{in millions)

Non Total
Parent Issuer  Guarantors Guaranfors Eliminations  Company
Net sates... $4,277 $2,705 $6,982
Cost of products sold excludlng
depreciation and amortization ............... % 21) 3,608 - 2,276 5,863
Depreciation and amorlizaﬁon.................... 143 84 227
Grossprofit..........coooiiii 21 528 345 892
Selling and administrative expense............ 2 239 75 318
Provision for ashestos .. 10 10
Provision for restructurmg 5 9 15
Provision for asset |mpa|rments and
loss/gain on sale of assets .. " ( 3) | 61) { 64)
Net interest expense 71 200 . 3 274
Technolegy royalty...........coeceeccmicemecene ( 29) 29
Translation and exchange adjustments...... 14 { 10) 2 6
Income/({loss) from continuing operations
before income taxes, minority interests
and equity earnings............... { 68) 113 288 335
Provision/{benefit) for income taxes ........... [ 113) 51 62)
Equity eamings........cceevievieciececee e $309 177 115 ($601)
Income from continuing operations before
minority interests and equity earnings... 309 111 341 237 { 601) 397
Minority interests and equity eamings........ { 5% ( 55)
Income from continuing operations.............. 309 111 KL 182 ( 601) 342
Discontinued operations
Loss before income taxes...........coeevee. {34 { 34)
Provision/(benefit) for income taxes........... 2) 1 { 1}
Netincome............ccooviinviericccien 9309 $111 $ 309 $ 181 {($601) $ 309
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CONDENSED COMBINING STATEMENT OF QPERATIONS

For the year ended December 31, 2005

Net sales...

Cost of products soid excludlng

depreciation and amortization ..
Depreciation and amortization....................

Gross profit.........coocovieicinnce v

Selling and administrative expense.........,..
Provision for asbestos .. "
Provision for restructunng
Provision for asset |mpairments and
loss/gain on sale of assets .. .
Loss from early exttngtnshments of debt .
Net interest expense.........c.cccoeveeereceecrennn,
Technotogy royatty....
Transiation and exchange adjustments ......

Income/({loss) from continuing operations
before income taxes, rninorily interests
and equity earnings....
Provision/(benefit} for income taxes ...........
Equity eamings/{1088) v v

Income/(loss) from continuing operations
before minority interests and equity
earnings ..

Minority mleresls and equﬂy earnmgs

Income/(loss) from continuing operations ...

Discontinued operations
Income/(lass) before income taxes.............
Provision/(benefit) for income taxes ...........
Net MeomeNloSS) ..o e

{in millions)

A aa e S B ki T

Non Total
Parent issuer Guarantors Guarantors _Eliminations  Company
$4,295 $2,380 $6,675
% 19) 3,607 1,939. 5,627
154 83 237
19 534 358 911
255 84 339
i0 10
11 2 13
{ 11} { 7) { 18)
3 78 . 4 383
108 235 8 352
{ 30} 30
11 51 32 94
{ 402) 65) 205 { 2862)
{ 45) 56 11
{$354) 155 { 339) $538
( 354y (247) ( 359) 149 538 ( 273)
ik ( 50) ( 39}
( 354) ( 247) ( 348) 99 538 ( 312)
{ 34) 16 3) ( 21)
22 ( 1) 21
($354) {$281) (§ 354) $ 97 $538 ($ 354)

-77-



Crown Holdings, Inc.

CONDENSED COMBINING BALANCE SHEET

Assels
Current assets

As of December 31, 2007
{in millions)

Cash and cash equivalents ..........c..cocvee v cnreen.
Receivables, Net.......cvirnrecrnnv e,
Intercompany receivables........ocenniininiain

Inventories ..

Prepaid expensas and olher current assets .......

Total current assets ..

Intercompany debt receivables ...

vestments. ... s
GOOAWIIL ... cnver e e aeer e eemieaas
Property, piant and equipment, net................
Other non-current assets ... ...c.cocevcenicnenne

TOtAl ... v s

Liabilities and shareholders’ equity
Current liabilities

Short-term debt...

Current matum:es of Iong—term debt

Accounts payable and accrued llabllmes...,.. e

Intercompany payables ...
Total current Iiabllnles

Long-term deht, excluding current maturities

Long-term intercompany debt.......................
Postretirement and pension liabilities ............

Other non-current liabikities ...

Minority iInterasts ...
Commitments and contingent liabilities .........

Shareholders’ 8aUItY ........c.cuveervrreerneeorem e
Total. ...

Non Total
Parent Isswer  Guarantors Guarantors Elimlnations Company
$ 13 $ 81 $ 363 $ 457
78 78 520 673
2 70 47 {$ 119)
580 440 1,030
§ 2 15 52 5 74
2 105 871 1,375 { 119} 2,234
1,624 1,924 381 { 3,929}
225 2724 ( 554) ( 2,395}
1,582 617 2,199
842 762 1,604
9 886 47 942
$227 $4,462 $5,551 $3,182 ($6.443) $6,979
$ 14 $ 2 $§ 29 $ 45
4 5 29 38
§ 23 22 1,161 794 2,000
1 46 72 (5 119)
23 41 1,214 924 { 119) 2,083
1,116 2,157 81 3,354
18¢ 2,480 1,026 234 ( 3,929)
606 19 625
100 323 156 579
323 323
15 725 225 1,445 ( 2,395} 15
$227 $4,462 $5,551 $3,182 {$6,443) $6,979
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. CONDENSED COMBINING BALANCE SHEET

As of Dacember 31, 2006
(in miltions)

Non Total
Paremt _Issuer ~ Guarantors Guarenlors Eliminations Company
Assets
Current assets :
Cash and cash equivalents ...........cccoovceervrreneen. $ 97 $ 310 $ 407
Receaivables, Not...........c.oooieciviieeiee e § 98 109 482 689
Intercompany receivables............coocevieciennnnnnn 1 55 3 & 87)
INVENTONBS ...t 540 417 957
Prepaid expenses and other current assets....... $ 1 23 34 2 60
Total currentassels ..o 1 122 835 1,242 { 87) 2113
Intercompany dabt receivables ... 1,308 1,468 257 ( 3,033}
INVESHMENS ...t et (374) 2696 ({ 425) { 1,897)
Goodwill .. 1,547 -638 2,185
Property, plant and equnpmem net ........................... 888 720 1,608
Other non-current assets ..o e, 25 398 BO 503
Total ... e ($373) $4,151 $4,711 $2,937 ($5,017) $6.408

Liabilities and sharehclders’ equity/{deficit)
Current liabilities

Short-term debt... $ 12 $ 5 $ 61 $ 78
Current maturmes uf Iong-term debt ................... 4 5 34 43
Accounts payable and accrued fiabilities........... $ 4 42 1,085 694 1,835
Intercompany payables ..., 2 29 56 ($ 87)
Total current liabilities ....................... 4 60 1,134 845 {  87)_ 1956
Long-term debt, excluding current maturities ........... 1,096 2,256 68 3,420
Long-term intercompany debt..........c.ccoooeceeiineeene. 117 2107 631 178 { 3,033)
Postretirement and pension liabilities ....................... 735 14 749
Other non-current iabilities ..., 55 329 115 499
Minority interests... 279 279
Commitments and contmgent |tablllt1BS
Sharehoiders’ eqmty/(deilmt) ceerrvsssnerrnmnennns {494 833 ( 374) 1,438 { 1,897) ( 494)
Total .. pemrreirrnsessns e ABG73)  $4,151 $4,711 $2,937 ($5,017) $6,409
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Crown Holdings, inc.

. CONDENSED COMBINING STATEMENT OF CASH FLOWS

For the year ended December 31, 2007

(in mitlions)

PR P

E Non Total
’ Parent Igswer  Guarantors Guarantors Eliminations Company
Net cash provided by/(used for) operating activities.... _§ 32 ($53) $204 $328 $509
Cash flows from investing activities
i Capital exXpendiUIES ..o st { 66) ( 90) { 156)
Proceeds from 52le of bUSINESS .........ov.coovveerececiene e, 7 7
: Proceeds from sale of property, plant and equipment ... 5 61 66
! Intercompany investing activitios ... 92 83 1 ($216)
i OHNBT ..o eeeercrrn et s s sarase e bassie st s b { 1) 11)
Net cash provided by/{used for)
investing activities ..., 92 29 1 {216y ( 94
Cash flows from financing activities
Proceeds from long-term debt. ... 48 48
Payments of long-term debt .. ( 4} ( 5) { 48) { 55)
Net change in revolving credlt fac:hty and
short-term debt .. . { 88) ( 122) ( 7} { 217)
Net change in long- term mtercompany ba'lances ............ 72 96 ( 126) ( 42)
Dividends paid... { 216) 216
Common stock |ssued 14 14
Commoen stock repurchased ........................................... { 118) { 118}
; Dividends pald to mlnorlty interests .. { 38) { 38}
Other... e eeeee et s e er e { 30) {__30)
Net cash used for financing activities ............... { 32) ( 26) ( 253} { 301) 216 ( 396}
Effect of exchange rate changes on cash and cash
SQUIVAIENS L. e 4 27 31
Net change in cash and cash equivalents..............ccccceene 13 { 16) 53 50
Cash and cash equivalents at January 1 ... 97 310 407
Cash and cash equivalents at December 31............... _$ 0 $13 $ o1 $363 $ 0 $457




Crown Holdings, Inc.

. CONDENSED COMBINING STATEMENT OF CASH FLOWS

For the year ended December 31, 2006
{in millions)

Non Total
. Parent _Issuer  Guarantors Guarantors Eliminations Company
Net cash provided by/(used for) operating activities .. {$ 3) (§ 50) $100 $308 $355
Cash flows from investing activities
Capital expenditures ... { 78) { 115) ( 191}
Proceeds from sale of busmess 6 1 7
Proceads from sale of property, plant and eqmpmeni.... 39 42 81
lntercompany lnvestlng activities ..., { 51) 470 { 251) {$168)
Other .. { 11} 3 (_8)
Net cash provided by/(used for)
investing activities............................. { 62) 439 { 320} {188)  (111)
Cash flows from financing activities
Proceeds from long-termdebt ...l 200 32 232
Payments of long-tarm debt.........ccooveennniniiin { 4 { 111) ( 28) ( 143)
Net change in revolving credit facility and
short-tarm dabt ... 66 ( 160) 13 { 81)
Net change in long term mtercompany balances ........... 120 €5 { 335) 150
Debt issue costs... { 4 ( 4)
Dividends pald ( 99) ( 69) 168
Common stocK ISSUB........oovoee e 18 18
Common stock repurchased ... { 135) { 135)
Dividends paid to minority interests ......ccceecvevvvienrevninen. ( 29) { 29)
11 OO ( 15 (1) ( 16)
Net cash provided by/{used for)
financing activities ... 3 112 { 510) 69 188 { 158)
Effect of exchange rate changes on cash and cash
BQUIVATANES ... e 1 26 - 27
Net change in cash and cash equivalents........................ 30 83 113
Cash and cash equivalents at January 1 ...t 67 227 254
Cash and cash equivalents at December31 ........... % 0 $ 0 $ 97 $310 $ 0 $407
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Crown Holdings, Inc.

CONDENSED COMBINING STATEMENT OF CASH FLOWS

For the year ended December 31, 2005

Net cash provided by/(used for) operating activitles ...

Cash flows from investing activities
Capital expenditures ............
Proceads from sale of busmess .
Proceeds from sale of property, plam and equapment....
Intercompany investing activities ...,
L0 (4T OSSPSR

Net cash provided by/{used for)
investing activities...............................

Cash flows from financing activities
Proceeds fromong-termdebt ... ... ...
Payments of long-term debt ..
Net change in short-term debt
Net change in Iong—Ierm tntercompany balances
Debt issue costs... etertesare et en et ee e e rasabeenns e reseann
DivVIHONdS DA e,
Common stock ISSUed.......cooveerriicc e
Common stock repurchased.........ccooveveecievevevecererennees
Dividends paid to minority interasts ...........coeveceeeenneas

Net cash provided by/{used for)
financing activities ...

Effect of exchange rate changes on cash and cash
equivalents... et raateeane e vane e reaas

Net change in cash and cash equivalents......................
Cash and cash eguivalents at January 1..........cccooeeenea,

Cash and cash equivalents at December 31 ................

(in millions}

N ota

Parent Jssuer  Guarantors Guar::tors Eflminations Cc:rmgtalnx
3 {3 406) ($ 1) %282 ($ 122)

( 100) { 82) { 192)

72 483 72 627

a1 9 40
189 34 ($223) :

( 2)_ (9 (1)

261 446 { 20) { 223) 464

335 1,265 16 1,616

( 2108) ( 129) { 30) { 2,268)

13 257 { 22) 248

19 1,905 ( 1,888) {( 38)
{ 28) ( 26)
( 23) { 200) 223

16 16

{ 38) ( 38)
{ 45) ( 45)

{ 3) 144 { 542) { 319) 223 ( 497)
( 4) __( 18) (22

( 1 ( 101) { 75) { 177)

1 168 302 471

$0 % 0 $ 67 $227 $ 0 § 294
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Crown Holdings, Inc.

debt that is fully and unconditionally guaranteed by Crown Holdings, Inc. {Parent). No other

Crown Cork & Seal Company, Inc. (Issuer), a 100% owned subsidiary has outstanding registered
. subsidiary guarantees the debt. The following condensed combining financial statements:

« statements of operations and cash flows for the years ended December 31, 2007, 2006 and
2005, and

¢ balance sheets as of December 31, 2007 and 2008
are presented on the following pages to comply with the Company's requirements under Rule 3-
10 of Regulation S-X.

CONDENSED COMBINING STATEMENT OF OPERATIONS

For the year ended December 31, 2007
(in millions)

Non Totat
Parent Isguer Guarantors  Eliminations Company
NEL SAIBS....c.viveerereci e e e rne et aia e §7,727 $7.727
Cost of products sold, excluding depreciation
and amortization .. ..., 6,471 6,471
Depreciation and amortization ................................ 229 2298
Gross Profit.........c.ccooiiveeninnces et e e 1,027 1,027
Selling and administrative expanse ........ccccceceierviennn. $ 13 372 385
Provision for asbestos.............ocvveciveviiciincecces e 29 29
Provision for restructuring .........c.cocoveiiievcee e 20 20
Provision for asset impairments and loss/gain
an sale of 8SSelS. ... e e 100 100
Net interest exXpense .......cccocoveevee e 68 236 304
Translation and exchange adjustments..............v..c...... {  12) ( 12)
Income/{lass) before income taxes, minority interesis
and equity earnings............ccccvcvvevenvienee e ( 110} 311 201
Provision/{benefit) for income taxes ... ( 503) 105 { 400)
Equity @amings ..o oo $528 133 ($661)
Income before minority interests and equity earnings .. 528 528 2086 ( 661) 601
Minority interests and equity eamings ........cc..coccvvvvenes { 7 { 73)
NELINCOME o..coe et cee e vt et n s et eee e $528 §528 $ 133 {($661) $ 528




Crown Holdings, Inc.

CONDENSED COMBINING STATEMENT OF QPERATIONS

For the year ended December 31, 2006
{in miflions)

Non Yotal
Parent Issuer Guarantors  Eliminations Company
Net sales.. $6,982 $6,982
Cost of products sold exctudlng deprecnatlon
and amortization .. 5,863 5,863
Depreciation and arnort;zatlon ....................................... 227 227
Gross profit ... 892 892
Selling and administrative expense ............cocoeeereeeeans $ 9 307 316
Provision for asbestos... 10 10
Provision for restruclunng .- 15 16
Provision for asset |mpa|rments and Ioss/gam
onsale of assets...........coi ( 64) { 64)
Net interest expense... s 64 210 274
Transtation and exchange ad]ustments 6 6
Income/(loss) from continuing operations before
income taxes, minority interests
and equily earnings ... { 83) 418 335
Income tax benefit............cco e ( 43} { 19) { 62)
Equity eamings ..........cocccomrrreniccermones e rressensimesesneres $309 348 {$655)
Income from continuing operations before
minority interests and equity earnings...................... 309 306 437 { 855} 397
Minority interests and equity earnings ...........cccceceeee., 3 { 58} { 55)
Income from continuing operations .............cc.coveee e, 309 309 379 { 655} 342
Discontinued operations
Loss before iNCOME aXeS ... iec e { 34) ( 34)
Income taxx benefit.........ccv s { 1} { 1}
NELINCOM ... e e $309 $309 $ 346 ($655) $ 309
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Crown Holdings, Inc.

: . CONDENSED COMBINING STATEMENT OF OPERATIONS

For the year ended December 31, 2005
{in millions)

Non Totat
Parent Issuar Guaraniors  Eliminations Company
CNEESAIES ... et $6,675 $6,675
Cost of products sold, excludmg depremanon
and amortization... R 5,527 5,527
Depreciation and amorhzauon 237 237
Gross profit ...t 911 911
Selling and administrative expense............................... $ 6 333 339
Provision for ashestos ... 10 10
Provision for restructurlng 13 13
Provision for asset tmpalrments and loss/gam
on 5ale 0f AS5etS..ccv e e e { 18) { 18)
Lossf{gain) from early extinguishments of daebt ........... { 505) 888 383
Net interest expsnse .. 269 83 352
Translation and exchange adjuslments 94 94
Income/(loss)} from continuing operations before
income taxes, minority Interests
and equity @amings ..o 220 ( 482) { 262)
Provision farincome taxes .. ... 11 11
EQUILY FOSS ...oceeee e et e e {$354) ( 585) $939
Loss from continuing operations before
minority interests and equity earnings.................... ( 354) (365) ( 493) 939 { 273)
Minority interests and squity 2amings.........cc..ce e 11 { 50} { 38)
Loss from continuing operations._............................. (354) [ 354) ( 543} 939 { 312)
Riscontinued operations
Loss before incoms taxes ..., { 21) { 21)
Provision for income taxes........ccomrmenennmsineens 21 21
NOLIOSS oo ($354) ($354) (% 585) $939 ($ 354)




Crown Holdings, Inc.

| . CONDENSED COMBINING BALANCE SHEET

As of December 31, 2007
{in millions)

MNon Total
Parent Issuer  Guarantors Eliminations Company
Assets
Current assels
Cash and cash equivalens ..........c..ooceeveesevne, $ 457 $ 457
Receivables, net.........cooeoiiiiiiie e 673 673
HIVEINTOMIES ... cveeicroa sttt i 1,030 1,030
Prepaid expenses and other current assets....... $ 2 72 74
Total current assets ... 2 2,232 2,234
Intercompany debt receivables...........cccceveieennnn, 375 {$ 375)
INvestments. ... 225 § 968 { 1,193)
Goodwill ., 2,199 2,199
Froperty, plant and equnpment net 1,604 1,604
Other non-current assets ...........c.oocoenviiveene e, 416 526 . 942
Total...oooeniveceeee e $227 $1,384 $6,936 ($1,568) $6,979
Liabilities and shareholders’ equity
Current liabilities
Short-term debt... $§ 45 $ 45
Current rnaturmes of Iong-term debt as 38
Accounts payable and accrued Ilablhtres ............ $23 8 69 1,908 2,000
Total current liabilities ....................... 23 69 1,991 2,083
Long-term debt, excluding current maturities ........... 698 2,656 3,354
Long-ferm intercompany debt........c.coovereiivierininn, 189 186 {($ 375)
Postretirement and pension liabilities ................... 625 625
Other non-current fiabilities ........coeeeieiee e 206 373 579
Minority interasts... [ 323 323
Commitments and conhngent !tabilttres
Shareholders’ equity .........oocoovivi e, 15 225 968 { 1,193} 15
Total s $227 %1384 $6,936 ($1,568) $6,979
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Assets
Current assets

Cash and cash equivalents
Receivables, net...

Invantories ..

Crown Holdings, Inc.

CONDENSED COMBINING BALANCE SHEET

As of December 31, 2006

Prepaid expenses and other current assets .......

Total current asseis

Imercornpany debt receivables

investments. ..
Goodwill ..

Propsrty, plant and eqmpment nel

Other non-current assets ..

B o) £ )

Liabilities and shareholders’ equity/{deficit)

Current liabilities

Short-term debt...

" Current maturmes of Iong-term debl TR
Accounts payable and accrued hablhtles ............
Total current liabilities ........................

Long-term debt, excluding current maturities ...........
tLong-term intercompany debt ...
Postretirement and pension liabilities .......................

Other non-current liabilities

Minority interests ..

Commitments and conhngent |Iabl|ltles

Shareholders’ equity/{deficit}

Total. e

{in millions)

Non Total

Parent Issuer Guarantors Eliminations Company
$ 407 $ 407
689 689
957 957
$ 1 59 60
2112 2,113

262 ($262)

( 374) $669 { 295)
2,185 2,185
1,608 . 1,608
34 469 503
($373) §703 $6,636 {§557)  $6,409
$ 78 $ 78
$ 1 42 43
$ 4 36 1,795 1,835
4 37 1,915 1,956
698 2,722 3,420

17 145 ($262)
749 749
197 302 499
279 279
{ 494) { 374) 669 (295} ( 494)
($373) $703  $6,636 ($557) _ $6,400
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Crown Holdings, Inc.

CONDENSED COMBINING STATEMENT OF CASH FLOWS

For the year ended December 31, 2007

{in millions)

Non Total
Parent  Issuer  Guarantors  Eliminations Company
Net cash provided by/{used for) operating activities.......... $ 32  ($65) $542 $509
Cash flows from investing activities ‘
Capital expenditures........c.cccevveeeviiinrcsereisiecenenne e encreeanns { 156) ( 156}
Proceeds, from sale of business .. e 7 7
Proceeds from sale of property, plam and eqmprnent .......... 66 66
Iniercompany mvestmg activities... rrerereree it snarae s s 24 ($24)
Other... ceemeeremen e en s { 11 . 11)
Net cash provided byl(used for) :
investing activities .. 24 { 94) {(24) { 94)
Cash flows from financing activitles
Proceeds from long-termdebt.. ...l 48 48
Payments of long-term debt .. { 55) ( 55)
Net change in revolving credit laculrty and short-term debt .. { 217) ( 217)
Net change in long-term intercompany balances ................. 72 41 ( 113)
Dividends Paid ........ccvereeieieieei s, ( 24) 24
Common s1ock iSSUET ..o 14 14
Common stock repurchased........covveeeivecrmervrenesirececsieninee. (. 118) { 118)
Dividends paid to minority interests.........cceeeeeninvcninnn e, { 38) ( 38)
OHNOT. ...t e e e e et e {_30) { _30)
Net cash provided by/(used for})
financing activities ... { 32) 41 { 429) 24 { 396)
Effect of exchange rate changes on cash
and cash equivalents. ... ... s 31 31
Net change in cash and cash equivalents........c..oevvivimnnin 50 50
Cash and cash equivalents at January 1 ... 407 407
Cash and cash equivalents at December 31................... $ 0 $0 $457 $ 0 $457
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Crown Holdings, inc.
CONDENSED COMBINING STATEMENT OF CASH FLOWS
For the year ended December 31, 2006

(fn millions)

Non Total
Parent  Issuer Guarantors  Eliminations Company
i Net cash provided by/(used for) operating activities.......... {$ 3) ($44) $402 $355
] .
Cash flows from investing actiivities
; Capital expenditures........ SO OO SURURU R ( 191) { 191)
Proceeds from sale of business .. 7 7
d Proceeds from sale of propenty, plant and equ:pment ........... 81 81
: Intercompany investing activities... S 19 ($19}
: Other... (__8) (. 8)
' Net cash provided byl{used lor)
‘ Investing activities .. 19 { 111} { 19) ( 111)
Cash flows from financing activities ‘
Proceeds from long-term debt... 232 232
Payments of long-term debt .. ( 143) { 143}
Net changa in revalving credit facmty and short terrn debt.... ( 81} { 81)
Net change in Iong-term intercornpany balances................. 120 25 ( 145}
Debt issue costs .. ( 4} ( 4)
DIvIdends paid ... ( 19) 19
Common StOCK ISSUR ........ooo e e 18 18
Common stock repurchased.........oocoveiceiceinniicen e { 135) ( 1358}
Dividends paid to minority interests ... { 29) { 29)
(0] (2T O P { 18) (18)
Net cash provided byf(used for)
financing activities .. 3 25 { 205) 19 ( 158)
Effect of exchange rate changes on cash
and cash equIvaleMtS...........co.co vt 27 27
Net change in cash and cash equivalents ... 13 113
Cash and cash equivalents at January 1 .....ooviiinnccnnirencs 294 294
Cash and cash equivalents at December 31.............cc.c..... § 0 $0 $407 $0 $407
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Crown Holdings, Inc.

CONDENSED COMBINING STATEMENT OF CASH FLOWS

For the year ended December 31, 2005

{in millions)

Net cash provided by/(used for) operating actlvities...... $§3 ($ 303)

Cash flows from investing activities
Capital expenditures.... .
Proceeds from sale of busmess

Proceeds from sale of property, plant éHd equment...:::

lntercompany mvestlng activities...
Cther...

Net cash provided by investing activities

Cash flows from financing activities
Proceeds from long-term debt..............

Payments ot long-term debt

Net change in short-termdebt..........ccoeivviiienens

Debt issue costs ..

Net change in iong terrn mtercompany balances...

Dividends paid ...

Common stock issued
Common stock repurchassd.........coovveeiieeirerienne..
Dividends paid to minority interests..........ccccovveeccrcrivnenn.

Net cash used for financing activities ....._...........

Effect of exchange rate changes on cash

and cash equIValents. ...

Net change in cash and cash equivalents.............ccccoeeeee..

Cash and cash equivalents at January 1 ...

Cash and cash equivalents at December 31....................

Non Total
Parent Issuer Guarantors  Eliminations Company
$ 178 ($ 122)
( 192) ( 192)
627 627
40 40
2,903 {$2,903)
{ 11) 11}
........... 2,903 464 { 2,903} 464
1,616 1,616
{ 2,268) ( 2,268}
........... 248 248
{ 26) ( 26)
........... 19 ( 2,600) 2,581
( 2,903) 2,903
16 16
........... { 38) ( 38}
{ 45) { 45)
{3) (26000 ( 797) 2903 ( 497)
(__22) ( 22)
( ¥77) ( 177)
471 471
$0 $ 0 $ 264 $ 0 $ 294
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Crown Holdings, inc.

have outstanding senior unsecured notes that are fully and unconditionally guaranteed by substantially att

_‘ . Crown Americas, LLC and Crown Americas Capital Corp., 100% owned subsidiaries of the Company,

subsidiaries in the United States. The guarantors are 100% owned by the Company and the guarantees
are made on a joint and several basis. The following condensed combining financlal statements:

=  statements of operations and cash flows for the years ended Decembear 31, 2007, 2006

and 2005, and

. balance sheets as of December 31, 2007 and 2006

are presented on the following pages to comply with the Company's requirements under Rule 3-10 of

Regulation S-X.

(in mitlions)

For the year ended December 31, 2007

CONDENSED COMBINING STATEMENT OF OPERATIONS

Non Total
Parent Issuer Guarantors Guarantors  Eliminations Company
Net sales ... y $2.098 $5,629 $7.727
Cost of products sold excludmg
depreciation and amortization................ 1,767 4,704 6471
Depreciation and amortization ................... 60 169 229
] Gross profit .......coccoviee v 271 756 1,027
| Selling and administrative expense.............. $ 7 131 247 385
Provision for asbesios...........cocoooerreernee, 29 29
3 . Provision for restructuring ............ccccevennens 3 17 20
i Provision for asset rmpalrments and
I Yoss/gain on sale of assets....................... 5 5 90 100
| Net interest eXpense .........ccooceeeereeeceeenen. 80 77 167 304
Technology royalty ... { 39) 39
Translation and exchange ad;ustments ....... { 12) { 12)
Incomef{loss) betore income taxes,
minority Interests and equity earnings
and equity eamings ............... { 72) €5 208 201
Prowsmn/(benef t) for income taxes . ( 27y ( 4370 64 400}
EqUity QaIAINGS....c.eeveerencereece e et emens 3628 116 26 ($670)
Income hefore minority interests and
equity earnings.., 528 7 528 144 [ 670) &M
Mlnonty interests and equﬂy earnlngs ( 73) ( 73)
Net income.. TR 1< = - . 4 $ 528 $ 71 ($670)- $ 528
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Crown Holdings, Inc.

CONDENSED COMBINING STATEMENT OF OPERATIONS

For the vear ended December 31, 2006

Net sales ..
Costof products sold excludlng

depreciation and amortization .................

Depreciation and amortization .....................

Gross proflt ...

Selling and administrative expense..............

Provision for asbestos.............ccceiienens

Provision for restructuring ........ccccvevcvvvennn

Provision for asset impairments and
loss/gain on sale of assets.........c.cceeeee.

Net interest expense ..

Technology royalty ...

Translation and exchange ad|ustments

Income/(loss) from continuing operations
before income taxes, minority interests
and aquity earnings ...
Prows:onl(benem) fori mcome taxes
Equity earnings...

Income from continuing operations before
minority interests and equity earnings ...
Minority interests and equity eamings..........

Income from continuing operations ...............
Discontinued operations

Loss before income taxes ............cooevvevveernens
Benefit for income taxes...........ccoovveeerveee.

Netincome...........o.ooocecivec s

{in millions)

L AW L AT U AT

Non Total

Parent Issuer Guaranlors Guarantors Eliminati Company
$1,907 $5,075 $6,982

1,613 4,250 5,863

64 163 227

230 662 892

$ 8 101 207 316

10 10

4 11 15

( 8) ( 56) ( 64)

57 73 144 274

{ 36) 36

{ 1) 7 6

{ B5) 87 313 335
{ 23) ( 109) 70 62)

$309 238 116 ($663 )

309 196 312 243 { 663) 397
{ 3) ( 52) { 55)

309 193 312 191 ( 663) 342
{ 15) { 3) ( 18) { 34)
1) 1)

$309 _$178 $ 309 $ 178

($663) _$ 309
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Crown Holdings, Inc.

. CONDENSED COMBINING STATEMENT OF OPERATIONS

For the year ended December 31, 2005
{in millions)

Non Total
Parent I[ssuer  Guarantors Guarantors Eliminatlons Company
Net SaleS. oo eree e s e e e $1,933 $4,742 $6,675
Cost of products sold, excluding
depreciation and amortization ............... 1,653 3,874 5,527
Depreciation and amontization.................... 73 164 237
Gross profit..........ooooviieiiee 207 704 911
Selling and administrative expense............ $ 8 109 222 339
Frovision for asbestos.........cceeevcevireeenn... 10 10
Provision for restructuring............occceueuenee.. 3 10 13
Provision for asset impairments and .
ioss/gain on sale of assets ................... { B) 5 18) { 18)
Loss/(gain) from early extinguishments
of debt ..o 558 { 505) 330 383
Net interest expense............c...oove e, 21 116 215 352
Technotogy royalty..............ocirvminas ( 44) 44
Translation and exchange adjustments...... 54 o4
Income/{loss) from continuing operations
betore income taxes, minority interests
and equity earnings................coeoeeenn ( 582) 513 ( 193) { 262)
Provision/{benefit) for income taxes ........... { 9) 20 11
Equity earnings/{loss)..........cccvevevee e, ($354) 288  (_ 860) _ $926
Loss from continuing operations before
minority interests and equity earnings.. { 354) ( 294) ( 338} ( 213) 926 ( 273)
Minority interests and equity eamings........ 1 1 { 41) { 39)
Loss from continuing operations.................. ( 354) (293) ( 337} ( 254) 926 ( 312)
Discontinued operations
income/{loss} before income taxes............. 8 ( 10) ( 105 { 21)
Provision for income taxes ........ccc.ovvrveenen 7 14 21
NEetI0SS ..., ($354) ($109)  ($ 354) (3 373) $926 ($ 354)
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- Assets

Current assets

Cash and cash equivalents .....................

Recaivables, NBt ...,
Intercompany receivables.........ooeeeceeeceanen,

Inventories.............

Prapald expenses and other current assets.......
Total current assets ...

intercompany debt receivables...........c.coeeer e
IVESIMENTS ...

GoodWill ..o,
Property, plant and equipment, net................
Other non-current assets ..........cooocveveennes,

Liabilities and shareholders’ equity
Current Habilities

Shorttermdebt.........co.ooooneei,

Current maturities of long-term debt...................
Accounts payable and accrued liabilities............

Intercompany payables ..............ccoveevnes
Total current liabilities .............

Long-term debt, excluding currant maturities

Long-term intercompany debt.......................
Postretirement and pension liabilities .. .........
Other non-current liahiiities ...........................
Minority Interests,.........ocoov e,
Commitments and contingent liabitities .........
Shareholders’ @QUtY ...........ccoocv e

PRRI I T T

Crown HoldIngs, Inc.
CONDENSED COMBINING BALANCE SHEET
As of December 31, 2007
(in millions)
Non Total
Parent  Issuer Guarantors Guarantors Eliminations Company
$ 42 5 5 $ 410 $ 457
10 663 673
70 12 (3 82) .
239 791 1,030
$ 2 1 4 87 74
2 43 328 1,943 { 82) 2,234
1,073 623 53 ( 1,749)
225 780 48 { 1,053)
453 1,746 2,199
2 331 1,271 1,604
43 580 314 942
3227 $1,941 $2,363 $5,332 (32,884) $6,979
$ 45 $ 45
$ 4 3 1 33 38
$ 23 21 337 1,619 2,000
12 70 {$ 82)
23 25 350 1,767 { 82) 2,083
1,454 701 1,199 3,354
189 416 396 748 { 1,749)
429 196 625
262 317 579
323 323
i5 46 225 782 { 1,053) 15
$227 %1941 $2,363 $5,332 ($2.884) $6,979

Total ...t
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CONDENSED COMBINING BALANCE SHEET

As of December 31, 2006

(in millions)

Non Total
Parent Issuer  Guarantors Guarantors Ellminations Company
Assets
Current assets
Cash and cash equivalents $ 60 5 4 $ 343 $ 407
Recelvables, net .. voren 8 681 689
Intercompany recervab|es 72 8 $ 80)
INVENEORES ..oee e 223 734 957
Prepaid expenses and other current assets....... $ 1 2 3 54 60
Total current assets ..o e 1 62 310 1,820 {(  80) 2,113
Intercompany debt receivables..........ccccconrie e 1,090 528 34 ( 1,652)
Investments... . . ( 374) 324 169 { 119)
Goodwilt .. 445 1,740 2,185
Property, plant and eqmpment net 3 360 1,245 1,608
Other non-current assets .. 38 63 402 503
Tot'al................. . {$373) $1,517 $1,875 $5,241 ($1,851) $6,409
Liabilities and shareholders’ equity/{deficit)
Current liahilities
Short-term debt... . $ 78 $ 78
Current matuntles of fong term debt ................... $ 5 38 43
Accounts payable and accrued liabllities............ $ 4 365 1,466 1,835
Intercompany payables .............ccoovevecunrcrreeneens $ 16 64 ($ 80)
Total current liabllities ...................... 4 16 370 1,648 (  80) 1,956
Long-term debt, excluding current maturities ........... 1,522 897 1,201 3,420
Long-term intercompany debl ..o 117 352 396 787 ( 1,652)
Postretirement and pension liabilities ...............cc...... 553 196 749
Other non-current labilities ... ceoevviirieeeee 233 266 499
Minority interests.. 279 279
Commitments and conlmgent liabilities .
Shareholders' equnyl(deflcrl) (494) (373 { 374) 866 { 119) (  494)
Total.. {$373) §1.517 $1,875 $5,241 {$1,851) $6,409
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Crown Hofdings, Inc.

|
:. CONDENSED COMBINING STATEMENT OF CASH FLOWS
For the year ended December 31, 2007
(in millions)
Non Total
Parem _lssuer Guarantors Guarantors Eliminations Company
Net cash provided by/(used for) operating activities.... § 32 (347) $109 $415 $509
Cash flows from investing activities
Capital expenditures.... ( 31) ( 125) { 156)
Proceeds from sale of busmess " . 7 7
Proceeds from sale of property, plam and equnprnent 1 65 65
Intercompany investing activities .....................c.cooevona. 14 18 {332)
ONBY ..ottt {_11) (__11)
Net cash provided by/{used for)
investing activities ... 21 ( 12) - ( 71) {320 ( 94)
Cash flows from financing activities
Proceeds from long-term debl.........cccocveiiiviceiens 48 48
Paymaenis of long-termdebt ... { 4) ( 1) ( 50) { 55)
Net change in revolving credit facility
and short-termdebt ... { 60) { 157) { 217)
Net change in ong-term intercompany batances............ 72 72 { 95) ( 49)
Dividends paid..........coccoiiieeee e { 32) 3z
Common stock ISSUed ... oo 14 14
; Comrnon stock repurchased ... S RUTRTOR (R B I} { 118)
: Dividends pald to mmonty lnterests ................................ { 38) { 38)
Other .. ( 30) { 30)
J Net cash provided hy/{used for)
| financing activities ...............c..ccocovivveeeeeeee . { 32) 8 { 95) ( 308) 32 ( 396)
] .
Effect of exchange rate changes on cash and cash
equivalents ... 31 21
Net change in cash and cash equivalents.......................... { 18) 1 67 50
Cash and cash equivalents at January 1 .........ccceorvvennnn.nn. 60 4 343 407
Cash and cash equivalents at December 31................. $ 0 $42 $ 5 $410 $§0 $457
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Crown Holdings, Inc.

. CONDENSED COMBINING STATEMENT OF CASH FLOWS

For the year ended December 31, 2006
{in millions)

Non Total
: Parent _Issuer Guarantors Guarantors Ellminations Company
Net cash provided by/(used for) operating activities ... ($ 3) (§ 40) $ 96 $302 $355
Cash flows from investing activities
Capital expenditures........cccovei e, { 1) { 36) ( 154) { 191)
Proceeds from sale of busmess ...................................... 4 3 7
Proceeds from sale of property, p!ant and equapment 31 50 81
Intercompany investing activities .. 11 22 ($33)
Otner... 8) (_ 8)
Net cash provided by/(used for)
Investing actlvities .............ccoeveevveeieiceen 14 17 { 109) { 33) ( 111)
Cash flows from financing activities
Proceeds from long-term debt........oorervvcrecccnenecen e 200 32 232
Payments of long-term debt...........coooveevcnnnvniinricie, { 3) { 140) ( 143)
Net change in revolving credit tacility
and short-term debt .. { 151} 70 ( 81)
Net change in long -term mtercompany balances ............ 120 26 { 110) { 36)
Debt issue cosls ... { 4) ( 4)
5 Dividends pald ( 33) 33
Common Stock ISSUBH...........ccorv e 18 18
Common stock repurchased .........cocooeeeeveeeieecececccren e, { 135) ( 135)
i Dividends paid to minority interests ................ S ( 29) ( 29)
' OMEN o e {_18) ( _16)
Net cash provided by/{used for)
financing activities ....._..........cccoevrevcnniininienns 3 68 { 110) { 152} 33 { 158}
Effect of exchange rate changes on cash and cash
SOUIVAIBINES ..ot v rr e s re et e s 27 27
: Netch yeincash and cash equivalents....................... 42 3 68 113
i
! Cash and cash equivalants at January 1 ........c.cc.ccocevvnen.. 18 1 275 254
Cash and cash equivalents at December31.................. $ 0 § 80 $ 4 $343 $ 0 $407
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CONDENSED COMBINING STATEMENT OF CASH FLOWS

For the year ended December 31, 2005

(in millions)

Non Total
. : Parent _lssuer Guarantors Guarantors Eliminations Company
{ Net cash provided by/{used for) operating activities ... $3 (8 31) ($ 188) $ 94 $ 122)
Cash flows from investing activities
Capital expenditures..........ccooooceiieerec i, { 26) { 166) { 192)
Proceeds from sale of business... 156 96 375 627
Proceeds from sale of property, plant and equlpment 4 17 19 40
Intercompany mvestmg activities .. 18 2,899 ($2,917)
Other... erreeenerene e ( 5) { 6} { 11)
Net cash provided by investing activitles........ 178 2,981 222 { 2,917) 464
Cash flows from financing actlvities :
Proceeds from long-term debt.........ccocccivvrevr e, 1,265 351 1,616
Payments of long-term debt ... { 1) ( 2,267) ( 2,268}
Net change in short-term debt 210 38 248
Net change In !ong -term lntercompany baiances 189 1,310 { 2,828) 1,499
Debt issue costs .. ( 26) 26)
Dividends pald ( 2,897) { 20} 2,917
Common Stock ISSUB ..........corvieeeee e 16 16
- Common stock repurchased .........cccccoceciveeiiin e ( 38) { 38)
Dividends paid to minority interesis ................. et {45 { 45)
. Net cash used for financing activities ........... { 3){ 138) (2829) ( 444) 2817 (  497)
Effect ol exchange rate changes on cash and cash
BAUIVAIBILS ... e {22} { 22)
Net change in cash and cash equivalents...............ccoou...... g ( 38) ( 150) ( 177)
Cash and cash equivalents at January 1 ..., g 37 425 471
Cash and cash equivalents at December 31................. $0 % 18 _$ 1 $ 275 $ 0 _§ 294
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Quarterly Data {unaudited)

Crown Holdings, Inc.

{in milliong) 2007 2006
Fiest Second™  Third ¥ Fourth™ | First ™ Second ® Third ™ Fourth O

Net sales.........cvcvvvcveevrinnienns $1,713 $1,990 $2,153 $1,871 $1,524 $1,781 $2,001 $1,676
Gross Profit™.....vieerinerennns 215 286 312 214 188 245 260 199
Income — continuing

operalions........c.ceeovneeae 18 g1 93 326 14 74 86 168
Loss — discontinued

OpErations ........coveeviirenenn { 2y | 24y 1)y 6)
Net income ..........cccveeniincns 18 91 93 325 12 50 85 162
Earnings/(loss) per average

common share:

Basic

- continuing operations ...... $0.11 $0.56 $0.58 $2.05 $ 0.08 $ 0.44 $ 082 § 1.04

- discontinued operations... { 001) ( 014 ( 001} ( 0.04)

Netincome ..........ccccveueeee. $0.11 $0.56 $0.58 $2.05 $ 0.07 $ 030 $ 0.51 $ 1.00

Diluted .

- continuing operations ...... $0.11 $0.54 $0.56 $2.00 $ 0.08 $ 0.43 $ 0,51 $ 1.0t

- discontinued operations... { 001 ( 014 { 001) ( 0.04)

Net income .........c.ce e, $0.11 $0.54 $0.56 $2.00 $ 007 $ 029 $ 0.50 $ 0.97
Average common shares

outstanding:

Basit....oooooiee 162.3 152.9 161.2 158.9 167.1 167.1 165.7 162.3

Diluted ..eve e 166.7 167.2 165.2 162.7 1716 170.9 169.8 166.7
Common stock price range: **

High e $25.42 $25.98 $27.43 $27.13 $20.11 $18.17 $18.89 $21.78

Low........ 20.83 23.76 21.31 22.06 17.14 14.72 14.71 18.22

ClOSE e 24 48 24.97 22,76 25.65 17.74 15.57 18.60 20.92

*

-

Notes:

The Company defines gross profil as net sales less cost of praducts sold and depraciation and amortization,
Source: New York Stock Exchange — Composite Transactions

Amounis for 2007 and 2006 have been retrospectively adjusted for the Company’s change in accounting for U.S. inventories
from LIFO to FIFO, as discussed in Note G to the consolidated financial staternents. Gross profit and net income, as adjusted,
increased by $2, $3 and $1 in the first, second and third quanters of 2007, respectively. Gross profit and net income, as
adjusted, increased by $2 in the first quarier of 2006 and decreased by $2 in the fourth quarter of 2006,

Amounts for 2006 have been retrospectively adjusted for the adoption on January 1, 2007 of FSP AUG AIR-1, as discussed in
Note A to the consolidated financial statements. Gross profit and net income, as adjusted, increased by $3 in the first guarter
of 2006 and decreased by $3 in the fourth quarter of 2006.

Includes pre-tax charges of $5 for restructuring actions and net pre-tax gains of $10 for asset sales.

Includes pre-tax chargas of $9 tor rastructuring actions and net pre-tax gains of $4 for asset sales.

Includes a tax benefit of $462 from the reversal of LS. valuation allowances, net pre-tax charges of $114 for asset salas and
impairments, and a pre-tax charge of $29 for asbestos.

Includes pre-tax charges of $9 for restructuring actions and net pre-tax gains of $1 for asset sales.
Includes pra-tax charges of $5 for restrucluring aclions.
Includes net pre-tax gains of $1 for asset sales.

Includes a pre-tax charge of $10 for asbestos, net pro-tax gains of $62 for asset sales and impairmants, a tax credit of $121
related to the reversal of a minimum pension liability adjustment, and pre-tax charges of $1 for restructuring actions.

-99-



Crown Hceldings, Inc.

SCHEDULE 1t — VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

{In miliions)
COLUMN A COLUMN B COLUMN G COLUMND | COLUMNE
Additions
Description Balance at
beginning of 1 Charged to costs | Charged to Deductions Balance at
period and expense other accounts — Write-offs end of period

For the Year Ended December 31, 2007

Allowances deducted from
assets to which they apply:

Trade accoumnts receivable  $ 38 $ 3 $ 2 $15 $ 28

Defarred tax assets 925 ( 485) 68 508
For the Year Ended December 31, 2006

Allowances deducted from

assets to which they apply:

Trade accounts receivable 33 3 3 1 38

Deferred tax assets 951 3 29 az2s
For the Year Ended December 31, 2005

Allowances deducted from

assets to which they apply:

Trade accounts receivable 42 9 33

Deferred tax assets 881 62 8 951

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

As of the end of the period covered by this Annual Report on Form 10-K, management, including the
Company's Chief Executive Officer and Chief Financial Officer, has evaluated the efiectiveness of the design
and operation of its disclosure controls and procedures. Based upon that evaluation and as of the end of the
quarter for which this report is made, the Company’'s Chiet Executive Officer and Chief Financial Officer
conciuded that the disclosure controls and procedures were effoctive to ensurae that information to be disclosed
in reports that the Company files and submits under the Exchange Act is recorded, processed, summarized
and reported within the time periods specified in the rules and terms of the Securities and Exchange
Commission, and to ensure that information required to be disclosed in the reports that the Company files or
submits under the Exchange Act is accumutated and communicated to the Company's management, including
its Chief Executiva Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure.

The Company’s report on internal control over financial reporting is included in Hem 8 of this Report on Form
10-K.
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There has been no change in internal controls over financial reporting that occurred during the guarter ended
December 31, 2007 that has materially affected, or is reasonably likely to materially affect, the Company's
internat control over financial reporting.

ITEM 8B. OTHER INFORMATION

None.
PART IIY

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GQVERNANCE

The information required by this item is set forth in the Company’s Proxy Statement within the sections entitled
“Election of Directors,” “Section 16{(a) Beneficiai Ownership Reporting Compliance” and “Corporate
Governance” and is incorporated herein by reference.

The following table sets forth certain information concerning the principal executive officers of the Company,
including their ages and positions.
Year Assumed

Name Age Title Present Title

John W, Conway 62 Chairman of the Board, President ' 2001
and Chief Executive Officer

Alan W. Rutherford 64 Vice Chairman of the Board, Executive 2001
Vice Prasident and Chief Financial Officer

Frank J. Mechura 65 President — Americas Division 2001

Raymond L. McGowan, Jr.* 56 Prasidem - Americas Division 2008

Christopher C. Homfray 50 Prasident - European Division 2006

Jozel Salaerts ** 53 Presiden — Asia-Pacific Division 2007

Timothy J. Donahue 45 Senior Vice President — Finance 2000

Thomas A. Kelly 48 Vice Presidenl and Corporate Controlier 2000

As previously disclosed, Mr. Mechura will retire from the Company on February 29, 2008. Effective
January 1, 2008, Mr. McGowan replaced Mr. Mechura as President of the Americas Division.

L 2]

As previously disclosed, Mr. Salaeris was appointed President of the Asia-Pagific Division, effective
May 1, 2007. Mr. Salaerts replaced William Voss who resigned from his position as President of the
Asia-Pacific Division in December 2006 and who retired as of July 31, 2007.

All of the principal executive officers have been employed by the Company for the past five years.

IHEM 11, EXECUTIVE COMPENSATION
The information required by this item is set forth in the Company’s Proxy Statement within the sactions entitled

“Executive Compensation,” “Compensation Discussion and Analysis” and “Corporate Governance” and is
incorporated herein by refarence.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

AND BRELATED STOCKHOLDER MATTERS

The information required by this ltem is set forth in the Company’s Proxy Statement within the sections entitled
“Proxy Statement — Meeting, Aprit 24, 2008" and “Cornmon Stock Ownership of Cenrtain Beneficial Owners,
Directors and Executive Officers” and is incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this tem is set forth in the Company’'s Proxy Statement within the sections entitled
“Election of Directors,” “Corporate Governance” and “Executive Compensation” and is incorporated hersin by
reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item is set forth in the Company’s Proxy Staterment within the section entitled
“Principal Accountant Fges and Services™ and is incorporated herein by reference.

PART IV

ITEM 15,  EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

a)  The following documents are filed as part of this report:

(1)  All Financial Statements:

Crown Holdings, Inc. and Subsidiaries (see Part I, item 8, pages 37 through 99 of this Report).
Management's Report on Internal Control Over Financial Reporting
Report of Independent Registered Public Accounting Firm
Consolidated Statements of Operations for the years ended December 31, 2007, 2006 and 2005
Consolidated Balance Sheets as of December 31, 2007 and 2006
Consolidated Statements of Cash Flows for the years ended December 31, 2007, 2006 and 2005

Consolidated Statements of Sharehoiders’ Equity/(Deficit) and Comprehensive Income/(Loss)
for the years ended December 31, 2007, 2006 and 2005

Notes to Consolidated Financial Statements
Supptementary Information
(2) Financial Statement Schedules:
Schedule Il - Valuatien and Qualifying Accounts and Reserves (see page 100 of this Report).

Al other schedules have baen omitted bacause they are not applicable or the required information is
included in the Consolidated Financial Statements.

{3) Exhibits
3.a Articles of Incorporation of Crown Holdings, Inc., as amended (incorporated by reference to

Exhibit 3.a of the Registrant's Annual Report on Form 10-K for the year ended December 31, 2004
(File No. 0-50188)).

3.b By-Laws of Crown Hoidings, Inc., as amended {incorporated by reference to Exhibit 3.b of the
Registrant's Annual Report on Form 10-K for the year ended December 31, 2004 (File No. 0-
50189)).
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4.a

4b

4.c

4d

4.0

4f

4.9

4.h

4]

4.k

4.l

4.m

4.0

4.p

Crown Holdings, Inc.

Specimen certificate of Registrant's Cornmon Stock (incorporated by reference to Exhibit 4.a of
the Registrant’s Annual Report on Form 10-K for the year ended December 31, 1995 (File No. 1-
2227).

Form of the Registrant’s 8% Debentures Due 2023 (incorporated by reference to Exhibit 24 of the
Registrant's Current Report on Form 8-K dated April 12, 1993 (File No. 1-2227)).

Officers’ Certificate (incorporated by reference to Exhibit 4.3 of the Registrant's Quarterly Report
on Form 10-Q for the quarter ended March 31, 1993 (File No. 1-2227)).

Indenture dated as of April 1, 1993 batween Crown Cork & Seal Company, inc. and Chemical
Bank, as Trustee (incorporated by reference to Exhibit 26 of the Registrant’s Current Report on
Form 8-K dated Aprit 12, 1993 (Fite No. 1-2227)).

Terms Agreement dated March 31, 1993 (incorporated by reference to Exhibit 27 of the
Registrant’s Current Report on Form B-K dated April 12, 1993 (File No. 1-2227)).

Indenture, dated December 17, 1996, among Crown Cork & Seal Company, Inc., Crown Cork &
Seal Finance PLC, Crown Cork & Seal Finance S.A. and the Bank of New York, as trustee
{incorporated by reference to Exhibit 4.1 of the Registrant's Current Repart on Form 8-K dated
December 17, 1996 (File No. 1-2227)).

Form of the Registrant's 7-3/8% Debentures Due 2026 (incorporated by reference to Exhibit 99.1
of the Registrant’s Current Report on Form 8-K dated December 17, 1996 (File No. 1-2227)).

Officers’ Certificate for 7-3/8% Debentures Due 2026 (incorparated by reference to Exhibit 99.6 of
the Registrant's Current Report on Form 8-K dated December 17, 1996 (File No. 1-2227)).

Form of the Registrant's 7-1/2% Debentures Due 2096 (incorporated by reference to Exhibit 99.2
of the Registrant's Current Report on Form B-K dated December 17, 1996 (File No. 1-2227)).

Officars’ Certificate for 7-1/2% Debentures Due 2096 (incorporated by reference to Exhibit 99.7 of
the Registrant's Current Report on Form 8-K dated December 17, 1996 (File No. 1-2227)).

Terms Agreement dated December 12, 1996 (incorporaled by reference to Exhibit 1.1 of the
Registrant’s Current Report on Form 8-K dated December 17, 1996 (File No. 1-2227)).

Form of Bearer Security Depositary Agreement (incorporated by reference to Exhibit 4.2 of the
Registrant's Registration Statement on Form S-3, dated November 26, 1986, amended December
5 and 10, 1996 (File No. 333-16869)).

Form of Undemwriting Agreement (incorporated by reference to Exhibit 1.1 of the Ragistrant's
Registration Statement on Form S-3, dated November 26, 1996, amended December 5 and 10,
1996 (File No. 333-16869)).

Amended and Restated Rights Agreement, dated as of December 9, 2004, between Crown
Holdings, Inc. and Wells Fargo Bank, N.A_, as Rights Agent (incorporated by reterence to Exhibit
4.1 of the Registrant’s Current Report on Form 8-K dated December 9, 2004 (File No. 0-50189)).

Supplemental indenture to Indenture dated April 1, 1993, dated as of February 25, 2003, between
Crown Cork & Seal Company, Inc., as Issuer, Crown Holdings, Inc., as Guarantor and Bank One
Trust Company, N.A., as Trustee (incorporated by reference to Exh:b:t 4.3 of the Heglstrant’s
Current Report on Form 8-K dated February 26, 2003 (File No. 0-50189)).

Supplemental Indenture to Indenture dated December 17, 1998, dated as of February 25, 2003,
between Crown Cork & Seal Company, Inc., as Issuer and Guarantor, Crown Cork & Seal Finance
PLC, as Issuer, Crown Cork & Seal anance S.A., as Issuer, Crown Holdings, !nc., as Additional
Guarantor and Bank One Trust Company, N.A., as Trustee {incorporated by reference to Exhibit
4.5 of the Registrant’s Current Report on Form 8-K dated February 26, 2003 (File No. 0-50189)).
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4.q

4.1

4.8

4.t

4w

4.x

4y

4.z

4.aa

Crown Holdings, Inc.

U.S. Guarantee Agreement, daled as of September 1, 2004, among the Domestic Subsidiaries
referred to therein and Citicorp North America Inc., as Administrative Agent (incorporated by
reterence to Exhibit 4.g of the Registrant's Current Report on Form 8-K dated September 1, 2004
(Fite No. 0-50189)).

Non-U.S. Guarantee Agreement, dated as of February 26, 2003 among the Guarantors refemed to
therein and Citicorp International plc, as U.K. Administrativa Agent (incorporated by referance to
Exhibit 4.kk of the Registrant's Annual Report on Form 10-K for the year ended December 31,
2002 (File No. 0-50189)).

Registration Rights Agreement relating to the 9.5% Second Priority Senior Secured Notes due
2011 and the 10.25% Second Priority Senior Secured Notes due 2011, dated as of February 26,
2003 among Crown European Holdings, Crown Holdings, Inc. and the other Guarantors namad
therein and the several purchasers named in Schedule | thereto (incorporated by reference to
Exhibit 4.mm of the Registrant's Annual Hepon on Form 10-K for the year ended December 31,
2002 (File No. 0-50189)}.

Registration Rights Agreement, dated as of September 1, 2004, by and among the Company,
Crown Europsan Holdings S5.A., Citigroup Global Markets Inc. and Lehman Brothers inc., as
Representatives, the Initial Purchasers (as defined therein) and the Guarantors (as defined
therein) (incorporated by reference to Exhibit 4.i of the Registrant's Current Report on Form 8-K
dated September 1, 2004 (Fiie No. 0-50189)},

Indenture dated as of Septembaer 1, 2004, by and among Crown European Holdings, as Issuer,
the Guarantors named therein and Wells Fargo Bank, as Trusiee, relating 1o the 6.25% First
Priority Senior Secured Notes due 2011 (incorporated by reference to Exhibit 4.j of the
Registrant's Current Report on Form 8-K dated Septernber 1, 2004 {(File No. 0-50189)).

Form of Crown European Holdings' 9.5% Second Priority Senior Secured Notes due 2011
(incorporated by reference to Exhibit 4. of the Registrant's Annual Report on Form 10-K for the
year ended December 31, 2003 (File No. 0-50189)).

Indenture dated as of February 26, 2003, by and among Crown European Holdings, the
guarantors named therein and Wells Fargo Bank Minnesota, N.A_, as Trustee, governing Crown
European Holdings' 9.5% Second Priority Senior Secured Notes due 2011 and 10.25% Second
Priority Senior Secured Notes due 2011 (incorporated by reference to Exhibit 4.00 of the
Registrant's Annual Report on Form 10-K for the year ended December 31, 2002 (File No. D-
50189)}.

Form of Crown European Heldings' 10.25% Second Priority Senior Securad Notes due 2011
(incorporated by reference to Exhibit 4.kk of the Registrant's Annual Reporl on Form 10-K for the
year ended December 31, 2003 (File No. 0-50189)).

tndenture dated as of Febuary 26, 2003, by and among Crown European Holdings, the
guarantors named therein and Wells Farge Bank, N.A., as trustee, governing Crown European
Holdings’ 10.875% Third Priority Senior Secured Notes due 2013 (incorporated by reference to
Exhibit 4.rr of the Registrant's Annua! Repent on Form 10-K for the year ended December 31,
2002 {File No. 0-50189)).

Form of Crown European Holdings' 10.875% Third Priority Senior Secured Notes due 2013
{(incorporated by reference to Exhibit 4.mm of the Registrant’'s Annual Report on Form 10-K for the
year ended Decamber 31, 2003 (File No. 0-50189)).

Form of Crown European Holdings’ 6.25% First Priority Senior Secured Notes due 2011

(incorporated by reference to Exhibit 4 a of the Registrant's Quarterly Report on Form 10-Q for tha
quarter ended September 30, 2004 {File No. 0-50189)).
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4.dd

4.00

4.1

4.99

4.hh

4.ii

4.jj

Crown Holdings, Inc.

Registration Rights Agreement relating to the 10.875% Third Priority Senior Secured Notes due
2013, dated as of February 26, 2003 among Crown European Holdings, Crown Holdings, Inc. and

the other Guarantors named therein and the several purchasers named in Schedule | thereto
(incorporated by reference to Exhibit 4.nn of the Registrant's Annual Report on Form 10-K for the
year ended December 31, 2002 (File No. 0-50189)).

Registration Rights Agreement relating to the 6.25% First Priority Senior Secured Notes due 201 1,
dated as of October 6, 2004, by and among the Company, Crown European Holdings, S.A.,
Citigroup Global Markets Inc. and Lehman Brothers Inc., as Representatives, the Initial
Purchasers (as defined therein) and the Guarantors (as defined therein) f{incorporated by
reference to Exhibit 4.a of the Registrant's Current Report on Form 8-K dated October 8, 2004
(File No. 0-50189}).

Credit Agreement, dated as of November 18, 2008, among Crown Americas LLC, as U.S.
Borrower, Crown European Holdings, S.A., as European Borrower, CROWN Metal Packaging
Canada LP, as Canadian Borrower, the Subsidiary Borrowers named therein, the Company,
Crown Intemational Holdings, Inc. and Crown Cork & Seal Company, Inc., as Parent Guarantors,
Deutsche Bank AG New York Branch, as Administrative Agent and U.K. Administrative Agent, The
Bank of Nova Scotfia, as Canadian Administrative Agent, and various Lending Institutions
(incorporated by reference to Exhibit 4.a of the Registrant's Current Report on Form 8-K dated
November 18, 2005 (Fiie No. 0-50189)). :

Euro Bank Pledge Agreement, dated as of November 18, 2005, by Crown Cork & Seal Company,
Inc., Crown Americas LLC, Crown Internationat Holdings, Inc., the U.S. Subsidiaries party thereto,
as Pledgors and Deutsche Bank AG New York Branch, as Euro Collateral Agent {incorporated by
reference to Exhibit 4.b of the Registrant's Currert Report on Form 8-K dated November 18, 2005
(File No. 0-50188)).

Second Amended and Restated CEH Pledge Agreement, dated as of November 18, 2005, by
Crown European Holdings S.A., as Pledgor and Deutsche Bank AG New York Branch, as Euro
Collateral Agent (incorporated by reference o Exhibit 4.c of the Registrant's Current Report on
Form B-K dated November 18, 2005 (File No. 0-50189)}.

Second Amended and Restated Shared Pledge Agreement, dated as of November 18, 2005, by
the Company, Crown Cork & Seal Company, Inc., Crown Americas LLC, Crown Intemational
Holdings, Inc., the U.S. Subsidiaries party thereto, as Pledgors and Deutsche Bank AG New York
Branch, as Collateral Ageni (incorporated by reference to Exhibit 4.d of the Registrant's Current
Report on Form 8-K dated Novernber 18, 2005 {File No. 0-50189)).

Bank Pledge Agreement, dated as of November 18, 2005, by the Company, Crown Cork & Seal
Company, Inc., Crown Americas LLC, Crown international Hoidings, Inc., the U.S. Subsidiaries
party thereto, as Pledgors and Deutsche Bank AG New York Branch, as Collateral Agent
(incorporated by reference to Exhibit 4. of the Registrants Current Report on Form 8-K dated
November 18, 2005 {File No. 0-50189)),

Second Amended and Restated U.S. Security Agreement, dated as of Novermber 18, 2005, by the
Company, Crown Cork & Seal Company, Inc., Crown Americas LLC, Crown International
Holdings, Inc., the U.S. Subsidiaries parly thereto, as Grantors and Deutsche Bank AG New York
Branch (incorporated by reference to Exhibit 4.f of the Registrant's Current Report on Form 8-K
dated November 18, 2005 (File No. 0-50189)).

U.S. Guarantes Agreement, dated as of November 18, 2005, among each of the subsidiarfes
listed therain of Crown Americas LLC and Deautsche Barnk AG New York Branch, as Administrative
Agent (incorporated by reference to Exhibit 4.g of the Registrant's Current Report on Form 8-K
dated November 18, 2005 (File No, 0-50189)).

5
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Second Amended and Restated Global Participation and Proceeds Sharing Agreement, dated as
of Novernber 18, 2005, among Deutsche Bank AG New York Branch, as Administrative Agent,
Deutsche Bank AG New York Branch, as U.K. Agent, The Bank of Nova Scotia, as Canadian
Administrative Agent, Wells Fargo Bank, N.A., as Second Priority Notes Trustee, Wells Fargo
Bank, N.A., as Third Priority Notes Trustee, Wells Fargo Bank, N.A., as First Priority Notes
Trustee, Deutsche Bank AG New York Branch, as U.S. Collateral Agent, Deutsche Bank AG New
York Branch, as Euro Collateral Agent, Deutsche Bank AG New York Branch, as Sharing Agent
{as defined therein) and the other parsons who may become panty to the Agreement from time to
time pursuant to and in accordance with Section 9 of the Agreement (incorporated by reference to
Exhibit 4.h of the Registrant's Current Report on Form 8-K dated November 18, 2005 {Fiie No. 0-
50189)).

Registration Rights Agreement, dated as of November 18, 2005, by and among the Company,
Crown Americas LLC and Crown Americas Capital Corp., Citigroup Giobal Markets Inc., Lehman
Brothers Inc., Dsuische Bank Securities Inc., Banc of Americas Securities LLC, as
Representatives of the several Initial Purchasers named therein and the Guarantors (as defined
therein), relating to the $500 million 7 5/8% Senior Notes due 2013 (incorporated by reference to
Exhibit 4.i of the Registrant's Current Report on Form 8-K dated November 18, 2005 (File No. 0-
50189)).

4.mm Registration Rights Agreement, dated as of November 18, 2005, by and among the Company,

4.nn

4.60

4pp

4.9

4.1

Crown Americas LLC and Crown Americas Capital Corp., Citigroup Global Markets Inc., Lehman
Brothers Inc., Dewtsche Bank Securities Inc., Banc of Americas Securities LLC, as
Representatives of the several Inifial Purchasers named therein and the Guarantors (as defined
therein), relating to the $600 miilion 7 3/4% Senior Notes due 2015 (incorporated by reference to
Exhibit 4.j of the Registrant's Current Report on Form 8-K dated November 18, 2005 (File No. 0-
50189})). .

indenture, dated as of November 18, 2005, by and among Crown Americas LLC and Crown
Americas Capilal Corp., as issuers, the Guarantors named therein and Citibank, N.A., as Trustes,
relating to the 7 5/8% Senior Notes due 2013 (incorporated by reference to Exhibit 4.k of the
Registrant's Current Report on Form 8-K dated November 18, 2005 (File No. 0-50189)).

Indenture, dated as of November 18, 2005, by and among Crown Americas LLC and Crown
Amaricas Capital Corp., as Issuers, the Guarantors namad therein and Citibank, N.A., as Trustee,
relafing to the 7 3/4% Senior Notes due 2015 (incorporated by reference to Exhibit 4.1 of the
Registrant's Current Report on Form 8-K dated November 18, 2005 (File No. 0-50189)).

Form of 7 5/8% Senior Notes due 2013 (incorporated by reference to Exhibit 4.m of the
Registrant's Current Report on Form 8-K dated November 18, 2005 (File No. 0-50189)}.

Form of 7 3/4% Senior Notes due 2015 (incorporated by reference to Exhibit 4.n of the
Registrant's Current Report on Form 8-K dated November 18, 2005 (File No. 0-50189)).

Second Amended and Restated UJ.S. Intercreditor and Collateral Agency Agreement, dated as of
November 18, 2005, among Deutsche Bank AG New York Branch, as Administrative Agent,
Deutsche Bank AG New York Branch, as UK. Agent, The Bank of Nova Scolia, as Canadian
Administrative Agent, Wells Fargo Bank, N.A., as First Priority Notes Trustes, Deutsche Bank AG
New York Branch, as U.S. Collateral Agent (as defined within), the Company, Crown Americas
LLC, Crown Cork & Seal Company, Inc., Crown International Holdings, Inc., each of the US.
subsidiaries of the Company listed therein, and the other persons who may become parties to the
Agreement from time to time pursuant to and in accordance with Section 8 of the Agresment
{incorporated by reference to Exhibit 4.0 of the Registrant's Current Report on Form 8-K dated
November 18, 2005 (File No. 0-50189)).
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Second Amended and Restated Euro Intercreditor and Collateral Agency Agreasment, dated as of
November 18, 2005, among Deutsche Bank AG New York Branch, as U.K. Administrative Agent,
The Bank of Nova Scotia, as Canadian Administrative Agent, Wells Fargo Bank, N.A., as First
Priority Notes Trustee, Deutsche Bank AG New York Branch, as Euro Collateral Ageni, Crown
European Holdings SA, the subsidiaries of Crown Eurcpean Holdings identified thereto and the
other persons whc may become parties to the Agreement from time to time pursuant to and in
accordance with Section 6 of the Agreement, and any other obligor under any Financing
Documents (as definred therein) ({incorporated by reference to Exhibit 4.p of the Registrant's
Current Report on Form 8-K dated November 18, 2005 (File No. 0-50189)).

Supplemental Indenture, dated as of November 18, 2005, to Indenture, dated as of February 26,
2003, among Crown European Holdings SA, as Issuer, the Guarantors named therain and Walls
Fargo Bank, National Association, as Trustes, relating to ihe dollar denominated 9 1/2% Second
Priority Senior Secured Netes due 2011 and euro denominated 10 1/4% Second Priority Senior
Secured Notes due 2011 (incorporated by reference to Exhibit 4.q of the Registrant's Current
Report on Form 8-K dated November 18, 2005 (File No. 0-50189)).

Supplemental Indenture, dated as of November 18, 2005, to Indenture, dated as of February 286,
2003, among Crown European Holdings SA, as Issuer, the Guarantors named therein and Wells
Fargo Bank, National Association, as Trustes, relating to the 10 7/8% Third Priority Senior
Secured Notes due 2013 (incomporated by reference to Exhibit 4.r of the Registrant's Current
Report on Form 8-K dated November 18, 2005 (File No. 0-50189))

First Amaendment to Credit Agreement, dated as of August 4, 2006, by and among Crown
Americas LLC, as U.S. Borrower, the other undersigned Credit Parties, the undersigned financial
institutions, including Deutsche Bank AG New York Branch, as Lenders, and Deutsche Bank AG
New York Branch, as Administrative Agent and as Collateral Agent for Lenders, and with
Deutsche Bank Securities, Inc. and Lehman Commercial Paper, Inc., as Joint Lead Arrangers for
the Additional Term B Loans and as Joint Book Managers, and Lehman Commercial Paper, Inc.,
as Syndication Agent {incorporated by reference to Exhibit 4 of the Registrant’s Quarterly Report
on Form 10-Q for the quarter ended June 30, 2006 {File No. 0-560188)).

Supplemental Indenture, dated as of December 6, 2006, to Indenture, dated as of September 1,
2004, among Crown European Holdings, as Issuer, the Guarantors named therein and Wells
Fargo Bank, N.A_, as Trustee, relating to the 6.25% First Priority Senior Secured Notes due 2011
(incorporated by reference to Exhibit 4,1 of the Registrant's Current Report on Form 8-K dated -
December 6, 2006 (Fils No. 0-50189)).

Other long-term agreements of the Registrant are not filed pursuant to Hem &01{b}{4){ii}{A) of

10.a

10.b

Regulation S-K, and the Registrant agrees to furnish copies of such agreements to the Securities
and Exchange Commission upon its request.

Second Amended and Restated Receivables Purchase Agreement, dated as of Dacember 5,
2003, among Crown Cork & Seal Receivables (DE) Corporation, as Seller, CROWN Cork & Seal
USA, Inc. (formerly known as Crown Cork & Seaft Company (USA), Inc.), as Servicer, the banks
and other financial institufions party thereto as Purchasers, and Citibank, N.A, as Agent
{incorporated by reference to Exhibit 10.a of the Registrant's Annual Report on Form 10-K for the
year ended December 31, 2003 (File No. 0-50189)).

First Amendment, dated as of September 1, 2004, to Second Amended and Rastated Raceivables
Purchase Agreement among Crown Cork & Seal Receivables (DE) Corporation, as Seller,
CROWN Cork & Seal USA, Inc. (formerly known as Crown Cork & Seal Company (USA), Inc.), as
Servicer, the banks and other financial institutions party thereto, as Purchasers, and Citibank,
N.A., as Agent {incorporated by reference to Exhibit 10.2 of the Registrant’s Current Report on
Form 8-K dated September 1, 2004 (File No. 0-50189)).
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First Amendment, dated as of September 1, 2004, to Second Amended and Restated Receivables
Contribution and Sale Agreement among CROWN Cork & Seal USA, Inc. {formerly known as
Crown Cork & Seal Company (USA), Inc.), CROWN Risdon USA, Inc. (formerly known as Risdon-
AMS (USA), Inc.), CROWN Zeller USA, Inc. (formerly known as Zeller Plastik, Inc.), CROWN
Metal Packaging Canada LP, and Crown Cork & Seal Recsivablos {DE) Corporation
{incorporated by reference to Exhibit 10.b of the Registrant's Current Report on Form 8-K dated
September 1, 2004 (File No. 0-50189)).

Second Amended and Restated Receivables Contribution and Sale Agreement, dated as of
December 5, 2003, among CROWN Cork & Seal USA, inc. (formerly known as Crown Cork &
Seal Company (USA), Inc.}, CROWN Risdon USA, Inc. (formerly known as Risdon-AMS {USA),
Inc.), CROWN Zeller USA, Inc. (formerty known as Zeller Plastik, inc.), Crown Canadian Holdings
ULC, and CROWN Meta! Packaging Canada LP, as Sellers, Crown Cork & Seal Receivables
(DE) Corporation, as Buyer, and CROWN Cortk & Seal USA, Inc., as the Buyer's Servicer
{incorporated by reference to Exhibit 10.b of the Registrant's Annual Report on Form 10-K for the
year ended December 31, 2003 (File No. 0-50189)). :

Third Amended and Restated Farent Undertaking Agreement, dated as of Septambar 1, 2004,
made by Crown Holdings, Inc., Crown Cork & Seal Company, inc. and Crown International
Holdings, Inc, in favor of Citibank, N.A., as Agent and the Purchasers (incorporated by reference
to Exhibit 10.c of the Registrant's Current Report on Form 8-K dated September 1, 2004 {File No.
0-50189)).

Second Amended and Restated Intercreditor Agresment dated as of Septerber 1, 2004, among
Citibank, N.A., as Agent, Crown Holdings, Inc., Crown Intemational Holdings, Inc., Crown Cork &
Seat Company, Inc., Crown Cork & Seal Receivables (DE) Corporation, CROWN Cork & Seal
USA, Ine. (formerly known as Crown Cork & Seal Company (USA), Inc.), CROWN Risdon USA,
Inc. (formerly known as Risdon-AMS (USA), Inc.), CROWN Zeller USA, Inc. {formerly known as
Zeller Plastik, Inc.), and Citicorp North America, Inc., as Administrative Agent and U.S. Collateral
Agent (incorporated by reference to Exhibit 10.d of the Registrant’s Currant Report on Form 8-K
dated September 1, 2004 (File No. 0-50189)). '

Intercreditor Agreement dated as of November 18, 2005, among Citibank, N.A_, as Program
Agent, the Company, Crown International Holdings, Inc., Crown Cork& Seal Company, Inc.,
Crown Cork & Seal Receivables (DE) Corporation, Crown Cork 8 Seal USA, Inc., Crown Risdon
USA, tnc., CROWN Metal Packaging Canada LP and Deutsche Bank AG New York Branch and
The Bank of Nova Scotia, as Bank Agent (incotporated by reference to Exhibit 10.a of the
Registrant’s Current Beport on Form B-K dated November 18, 2005 (File No. 0-50189)).

Employment Contracts:

(1} Employment contract between Crown Holdings, Inc. and John W. Conway, dated May 3,
2007 (incorporated by reference to Exhibit 10.1{a) of the Registrant's Quarterly Report on
Form 10-Q for the quanier ended March 31, 2007 {File No. 0-501 89)).

{2) Employment contract between Crown Holdings, Inc. and Atan W. Rutherford, dated May 3,
2007 (incorporated by reference to Exhibit 10.1(b) of the Registrant's Quarterty Report on
Form 10-Q for the quarter ended March 31, 2007 (File No. 0-50189)).

(3} Employment contract between Crown Holdings, Inc. and William H. Voss, dated May 3, 2007
{incorporated by reference to Exhibit 10.1(c) of the Registrant’s Quarterty Report on Form 10-
Q for the quarter ended March 31, 2007 (File No. 0-50189)).

{4) Employment contract between Crown Heldings, Inc. and Frank J. Mechura, dated May 3,
2007 (incorporated by reference to Exhibit 10.1(d) of the Registrant's Quarterly Report on
Farm 10-Q for the quarter ended March 31, 2007 (File No. 0-50189)).

(5) Employment contract between Crown Holdings, Inc. and Timothy J. Donahue, dated May 3,
2007 (incorporated by reference to Exhibit 10.1(e) of the Registrant's Quarterly Repeort on
Form 10-Q for the quarter ended March 31, 2007 (File No. 0-50189)).
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(6) Employment coniract between Crown Packaging UK PLC and Christopher C. Homiray, dated
July 12, 2006.

{7) Employment contract between Crown Holdings, Inc. and Raymond L. McGowan, Jr., dated
May 3, 2007.

100 Crown Cork & Seal Company, inc. Executive Deferred Compensation Plan (incorporated by
reference to Exhibit 10 of the Registrant's Annual Report on Form 10-K for the year ended
December 31, 1991 (File No. 1-2227)).

10 Crown Holdings, inc. Economic Profit Incentive Plan, dated as of January 1, 2004 (incorporated by
reference to Exhibit 10.1 of the Registrant's Annual Report on Form 10-K for the year ended
December 31, 2004 (File No. 0-50189)).

10.k  Crown Holdings, Inc. Economic Profit Incentive Plan, dated as of January 1, 2005 (incorporated by
reference to Exhibil 10.j of the Registrant's Annual Report on Form 10-K for the year ended
December 31, 2004 (File No. 0-50189)).

10.1. Crown Hoeldings, Inc. Senior Executive Retirement Plan, as amended and restated as of January 1,
2008.

10.m. Senior Executive Retirement Agraements:
(1) Senmior Executive Retirement Agreement between Crown Holdings, Inc. and John W.
Conway, dated May 3, 2007 (incorporated by reference to Exhibit 10.4{a} of the Registranf's
Quarterly Report on Form 10-Q for the quarter ended March 31, 2007 {File Mo. 0-50189)).

(2) Senior Executive Refirement Agreemeni between Crown Holdings, Inc. and Alan W.
Rutherford, dated May 3, 2007 (incorporated by reference to Exhibit 10.4(b) of the
Registrant’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2007 (File No.
0-50189)).

{3} Senior Executive Retirement Agreement between Crown Holdings, Inc. and William H. Voss,
dated May 3, 2007 (incorporated by reference to Exhibit 10.4(c) of the Registrant’s Quarterty
Report on Form 10-Q for the quarter ended March 31, 2007 (File No. 0-50188)).

(4) Senior Executive Retirement Agreement bstween Crown Holdings, Inc. and Frank J.
Mechura, dated May 3, 2007 (incorporated by reference to Exhibit 10.4(d) of the Registrant's
Quarterly Report on Form 10-Q for the quarter ended March 31, 2007 (File No. 0-50189)).

(5) Senior Execulive Retirement Agreement beiween Crown Holdings, Inc. and Timothy J.
Donahue, dated May 3, 2007 (incorporated by reference to Exhibit 10.4(e) of the Registrant's
Quarterly Report on Form 10-Q for the quarter ended March 31, 2007 (File No. 0-50188)).

{6) Senior Executive Retirement Agreement between Crown Hoildings, Inc. and Christopher C.
Hornfray, effective January 1, 2008.

{7} Senior Executive Refirement Agreement hetween Crown Holdings, Inc. and Raymond L.
McGowan, Jr., dated May 3, 2007.

{8) Senior Executive Retirement Agreement between Crown Holdings, Inc. and Jozef
Salaerts, effective January 1, 2008.

10.n Crown Holdings, Inc. 1990 Stock-Based Incentive Compensation Plan (incorporated by reference
to Exhibit 10.2 of the Registrant's Annual Report on Form 10-K for the year ended December 31,
1992 (File No. 1-2227)).

10.0 Amendmeni No. 1 1o the Crown Holdings, Inc. 1990 Stock-Based incentive Compensation Plan,
dated as of September 21, 1998 {incorporated by reference to Exhibit 10.a of the Registrant's
Quarnterly Report on Form 10-Q for the quarter ended June 30, 1999 (File No, 1-2227)).
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Amendment No. 2 to the Crown Holdings, Inc. 1990 Stock-Based Incentive Compensation Plan,
dated as of January 1, 2003 (incorporated by reference to Exhibit 10.k of the Registran's Annuai
Report on Form 10-K for the year ended December 31, 2002 (File No. 0-501893)).

Amendment No. 3, effective December 14, 2006, to the Crown Holdings, inc. 1990 Stock-Based
Incentive Compensation Plan {incorporated by reference to Exhibit 10.q of the Registrant's Annual
Report an Farm 10-K for the year ended December 31, 2006 (File No. 0-50189)).

Crown Holdings, Inc. Stock Purchase Plan (incorporated by reference to Exhibit 4.3 of the
Registrant's Registration Statement on Form S-8, filed with the Securities and Exchange
Commission on March 16, 1994 (Registratior No. 33-52699)).

Crown Holdings, Inc. 1994 Stock-Based Incentive Compensation Plan (incorporated by reference
to Exhibit 10.g of the Registrant’s Annual Report on Form 10-K for the year ended December 31,
1894 (File No. 1-2227)). .

Amendment No. 1 to the Crown Holdings, Inc. 1994 Stock-Based Incentive Compensation Plan,
dated as of September 21, 1998 (incorporated by reference to Exhibit 10.b of the Registrant's
Quarterly Report on Form 10-Q for the quarter ended June 30, 1999 (File No. 1-2227)).

Amendment No. 2 to the Crown Hoidings, Inc. 1994 Stock-Based Incentive Compensation Plan,
dated as of January 1, 2003 (incorporated by reference to Exhibit 10.0 of the Registrant's Annual
Report on Form 10-K tor the year ended December 31, 2002 {File No. 0-50189)).

Arnendment No, 3, effective December 14, 2008, to the Crown Heidings, Inc. 1994 Stock-Based Incentive
Compensation Plan (incorporated by reference to Exhibit 10.v of the Registrant's Annual Report on
Fom 10-K for the year ended December 31, 2006 (File No. 0-50189)).

Crown Holdings, Inc, 1997 Stock-Based Incentive Compensation Plan, amended and restated
(incorparated by referance to the Registrant's Definitive Additionat Materials on Schedule 14A,
filed with the Securities and Exchange Commission on Aprit 13, 2000 (File No. 1-2227)).

Amendment No. 3 to the Crown Holdings, Inc. 1957 Stock-Based Incentive Compensation Plan,
dated as of January 1, 2003 (incorporated by reference to Exhibit 10.q of the Registrant's Annual
Report on Form 10-K for the year ended December 31, 2002 (File No. 0-50188)).

Amendment No. 4, effective December 14, 2006, to the Crown Haldings, inc. 1997 Stock-Based Incentive
Compensation Plan (incorporated by reference to Exhibit 10.y of the Registrant's Annual Report on Formn 10-
K for the year ended December 31, 2006 (File No. 0-50189)).

Crown Holdings, Inc. 2001 Stock-Based Incentive Compensation Plan, dated as of February 22,
2001 (incorporated by reference to the Registrant's Definitive Proxy Statement on Schedule 14A,
filed with the Securities and Exchange Commission on March 27, 2001 {File No. 1-2227)).

10.aa Amendment No. 1 to the Crown Holdings, Inc. 2001 Stock-Based incentive Compensation Plan,

dated as of January 1, 2003 (incorporated by reference to Exhibit 10.s of the Registrant's Annual
Report on Form 10-K for the year ended December 31, 2002 (File No. 0-50189)).

10.br Amendment No. 2, effective Decamber 14, 2008, to the Crown Holdings, Inc. 2001 Stock-Based Incentive

Compensation Plan {incorporated by reference to Exhibit 10.bb of the Registrant’s Annual Report on
Form 10-X for the year ended December 31, 2006 (File No. 0-50188)).

10.cc Form of Agreement for Restricted Stock Awards under Crown Holdings, Inc. 2004 Stock-Based

Incentive Compensation Pian (incorporated by reference to Exhibit 10.x of the Registrant's Annual
Report on Form 10-K for the year ended Dacember 31, 2004 (File No. 0-50189)).

10.dd Form of Agreement for Restricted Stock Awards under Crown Holdings, Inc. 2006 Stock-Based Incentive

Compensation Plan {incorporated by reference to Exhibit 10.dd of the Registrant's Annual Report on
Form 10-K for the year ended December 31, 2006 (File No. 0-50188)).
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10.ee Crown Holdings, Inc. 2004 Stock-Based Incentive Compensation Plan, dated as of Aprit 22, 2004
(incorporated by reference to the Registrant's Definitive Proxy Statement an Schedule 14A, filed
with the Securities and Exchange Commission on March 19, 2004 (File No. 0-50189)).

10.ff Amendment No. 1, effective Dacember 14, 2006, to the Crown Holdings, inc. 2004 Stock-Based Incentive
Compensation Plan (incorporated by reference to Exhibit 10.f of the Ragistrant's Annval Report on
Form 10-K for the year ended December 31, 2006 {(File No. 0-50189)).

10.gg Form of Agreement for Non-Qualified Stock Option Awards under Crown Holdings, Inc. 2004
Stock-Based Incentive Compensation Plan (incorporated by reference to Exhibit 10.6 of the
Registrant's Quarterly Report on Form 10-Q) for the quarter ended September 30, 2004 (File No. 0-
51089)).

10.hh Crown Cork & Seal Company, Inc. Deferred Compensation Plan for Directors, dated as of October
27, 1994 {incorporatad by reference to Exhibit 10.b of the Registrant's Quarterly Report on Form
10-Q for the quarter ended June 30, 1995 (File No. 1-2227)).

10.i  Crown Holdings, Inc. Stock Compensation Ptan for Non-Employee Directors, dated as of April 22,
2004 {incerporated by reference to the Registrant’s Definitive Proxy Statement on Schedule 144,
filad with the Securities and Exchange Commission on March 19, 2004 (File No. 0-50189)).

10.ji Crown Cork & Seal Company, Inc. Pension Pian for Quiside Directors, dated as of October 27,
1994 (incorporated by reference to Exhibit 10.c of the Registrant’s Quarterly Report on Form 10-Q
for the quarter ended June 30, 1995 (File No. 1-2227)).

10.kk Amendment No. 1, effective April 1, 2005, to the Crown Holdings, inc. Stock Compensation Plan
for Non-Employee Directors, dated as of Aprii 22, 2004 (incorporated by reference to Exhibit 10 to
the Regisirant's Quartarly Report on Form 10-Q for the quarter ended March 31, 2005 (File No. 0-
50189)).

10.11 Master Definitions Agreement, dated June 21, 2005, between France Titrisation, as Management
Company, BNP Paribas, as Gustodian Calcutation Agent, FCC Account Bank, Liquidity Facility
Provider and Swap Counterparty, Eliopée Limited, as Eliopée, GE Factofrance, as Back-up
Servicer, Crown European Holdings, as Parent Company, the Entities listed in Schedule, as
Sellers or Servicers, CROWN Emballage France SAS, as French Administrative Agent and
CROWN Packaging UK PLC, as English Administrative Agent (incorporated by reference to
Exhibit 10.a to the Registrant's Quarterly Report on Form 10-Q for the quanter ended June 30,
2005 (File No. 0-50189)).

10.mmMaster Receivables Transfer and Servicing Agreement, dated June 21, 2005, between France
Titrisation, as Management Company, BNP Paribas, as Custodian, the Entities listed in Schedule
1 of Appendix 1, as Sellers or Servicers, CROWN Emballage France SAS, as French
Administrative Agent and CROWN Packaging UK PLC, as English Administrative Agent
{incorporated by reference to Exhibit 10.b to the Registrant’s Quanerly Report on Form 10-QQ for
the quarter ended June 30, 2005 (File No. 0-50188)).

10.nn Crown Holdings, Inc. 2006 Stock-Based Incentive Compensation Plan (incorporated by reference
to the Registrant’s Definitive Proxy Statement on Schedulte 14A, filed with the Securities and
Exchange Commission on March 24, 2006 (File No. 0-50189)).

10.00 Amendment No. 1, elfective Decemnber 14, 2006, to the Crown Holdings, inc. 2006 Stock-Based Incentive
Compensation Plan (incorporated by reference to Exhibit 10.pp of the Registrant’s Annual Report on
Form 10-K for the year ended December 31, 2006 (File No. 0-50189)).

10.pp Form of Agreement for Non-Qualified Stock Option Awards under Crown Holdings, Inc. 2006
Stock-Based Incentive Compensation Plan (incorporated by reference to Exhibit 10.2 of the
Registrant's Quarterly Report cn Form 10-Q for the quarter ended March 31, 2007 {File No. 0-
50189)). .
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Exhibits 10.h through 10.pp inclusive, are management contracts or compensatory plans or
arrangements required to be filed as exhibits pursuant to Rem 14(c} of this Report. )

12.
18.1
21.
23.

311

3.2

32,

99.

Computation of ratio of earnings to fixed charges.

Letter, dated February 28, 2008, from PricewaterhouseCoopers LLP.

Subsidiaries of Registrant.

Consent of Independent Registered Public Accounting Firm.

Certification of Chief Executive Officer pursuant to Rule 13a-14(a) or 15d-1 4{a) of the Securitiss
and Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanas-Oxley Act of
2002.

Certification of Chief Financial Officer pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities
and Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, executed by John W. Conway, Chairman of the Board, President
and Chief Executive Officer of Crown Holdings, inc. and Alan W. Rutherford, Vice Chairman of the
Board, Executive Vice President and Chief Financial Officer of Crown Holdings, Inc.

Separate financial statements of affiliates whose securities are pledged as collateral,

The consolidated statements and notes thereto and financial statement schedule for Crown Cork & Seal
Company, Inc., included in Exhibit 99 above, are incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behall by the undersigned, thereunto duly authorized.

Crown Holdings, Inc.
Registrant
Bate: February 28, 2008
By: /s/ Thomas A. Kelly
Thomas A. Kelly
Vice President and Corporate Controlier

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each person whose signalure appears below constitutes and appoints Jonn
W. Conway, Alan W. Rutherford and Wiliiam 7. Gallagher, and each of them, his true and lawful attorneys-in-fact and agents, with full
power of substitulion and resubstitution, for him and in his name, place and stead, In any and a't cepacitles 10 sign any and all
amendments to the Annual Repont on Form 10-K for the Company’s 2007 fiscal year, and o file the same, wilh all exhibits thereto, and
other decuments in conneclion therewith, with the Commission, granting unte sald attorneys-in-fact and agents, and each of them, full
power and authority to do and perform each and every act and thing requislie and necessary to be done, as fully to all iments and
purposes as he might or could do In persen, hereby ratlfying and confirming all that sald attorneys-in-fact and agents or ether of them, or
their or his substitutes, may lawfully do or cause to be done by virtue thereof. -

Pursuant 10 the requirerments of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behaif of the registrant and in the capacities and on the date indicated above.

SIGNATURE TITLE

/s/ John W. Conway

John W, Conway Chairman of the Board, President
and Chief Executive Officer
fs/ Alan W. Rutherford

Alan W. Rutherford Vice Chairman of the Board, Executive Vice Prasident
and Chief Financial Officer
/s/{ Thomas A. Kelly

Thomas A, Kelly Vice President and Corporate Controlier
IGNATURE
DIRECTORS
/s/ Jenne K. Britell /s/ Thomas R. Ralph

Jenne K. Britell

/s/ Amold W, Donald

Thomas R. Ralph

/s/ Hugues du Rouret

Amold W. Donald

fs/ William G. Litile

Hugues du Rouret

/s/ Jim L. Turner

William G. Little

/s/ Hans J. Léliger

Jim L, Tumer

Is/ William S. Urkiel

Hans J. Loliger

William S. Urkiel
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Robert J. Truitt
President — CROWN
Beverage Packaging
Narth America

Joseph R. Plerce
President — CROWN

Americas Division
Raymond L. McGowan, Jr.

David R. Underwood
President ~ CROWN Food
Packaging North America

William Filotas
President — Latin America

President

Alfred ). Warsaing
President . CROWN Metal
Packaging Canada

Patrick D. Szmyt
Senior Vice President and

James D. Wilton
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Vice President -- Manufacturing

‘Closures and Specialty and Caribbean Chief Financial Officer Information Systems, Planning
Packaging USA and World-Class Performance
Gary L. Burgess Edward C. Vesey
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Human Resources Sourcing
Aslta-Paclfic Division
Jozef Salaerts
; President
! Hock Huat Goh Siu Kee Tse Ng Seng Yap
i Senior Vice President — Finance and Vice President — China and Vice President — Beverage Cans —
H.R and Chief Financial Officer Hong Kong South East Asia
‘ Patrick Lee Gary Fishlock Patrick Ng

Director — Purchasing

Poeter Calder
Senior Vice President - Human
Resources and Communications

Terry Cartwright
Senier Vice President — CROWN
Bevean Europe and Middie Enast

i John Clinton
! Senior Vice President — Sourcing

Howard Lomax
Senior Vice President and
Chief Financial Officer

Petar Nuttal
Senior Vice Pregident —
CROWN Food Europe

Nicolas Anthon
Vice President — CROWN

European Division
Christopher Homfray

President
Clivier Aubry Ashok Kapoor
Vice President - Commercial, Chairman and Managing Director
CROWN Food Europe — CROWN Hellas Can and Vice

Pregident — Business Development,

Paul Browett CROWN Bevean Europe and
Vice President and Treasurer Middle East
Poter Coller Ratph Lambert

Vice President — CROWN
Closures Europe

Vice President —~ CROWN
Bevean Eastern Europe

Terry Dobb Peter Lockley

Vice President and Vice President - Commerical,

Chief Information Officer CROWN Bevcan Europe and
Middle East

Laurent Dondin Inigo d*Ornellas

Vice President — Fish and Vice President and Controller

Africa, CROWN Food Europe

Lakon Holloway Ziya Ozay

Vice Premident and

Vice President — CROWN

Gugllelmo Prati
Vice President - CROWIN
Faod Italy

Martin Reynolds
Vice President — External
and Regulatory Affairs

Brian Rogers

Vice President - Operations,
CROWN Bevcan Europe and
Middle East

Pierre Sirbat
Vice President - EHS and Quality

Didler Sourisscau
Vice President ~ CROWN
Speciality Packaging Europe

Olivier Tanneau
Vice President - Operations,

Aernsols Europe General Counsel Bevcan Middle East CROWN Food Europe
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Daniel A. Abramowicz
President,
Michaal ). A. Curtis Leonard Jenkins lan Bucklow Nigel Wakaly

Vice President —
Engingering Development

Vice President -
Technalogy Development

Director —
Materials Develepment
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investor Information

Company Profile

Crown Heldings, Inc. is a leading manufacturer of packaging products for consumer marketing companies
around the world. We make a wide range of metal packaging for food, beverage, household and personal care
and industrial products and metal caps and closures. As of December 31, 2007, the Company operated 141

piants located in 41 countries, employing 21,819 people.

SToCcK TRADING INFORMATION

Stock Symbol: CCK (Common}
Stock Exchange Listing: New York Stock Exchange

Corporate Headquarters
One Crown Way

Philadelphia, PA 19154-4599
Main phone: (215) 698-5100

‘Shareholder Services

Registered shareholders needing information about stock
holdings, transfer requirements, registration changes, account
consolidations, lost certificates or address changes should
contact the Company’s stock transfer agent and registrar:

i1
Wells Fargo Bank Minnesota, N.A.
Shareholder Services

161 North Concord Exchange
South St. Paul, MN 55075

Gengra] Telephone Number;
1-800-468-9716

Internet webgite:
http:/fwww wellsfargo.com/shareownerservices

Cwners of shares held in street name (shares held by any bank
or broker in the name of the bank or brokerage house) should
direct commumcations or administrative matters to their bank

-or stockbroker,

E J
Form 10-K and Other Reports

The Cempany will provide without charge a copy of its 2007
Annual Report on Form 10-K, excluding exhibits, as filed with
the U.S. Securities and Exchange Commission (*SEC"). To
request a copy of the Company’s annual report, call toll free
888-400-7789. Canadian callers should dial B88-757-5989.
Copies in electronic format of the Company’s annual report
and filings with the SEC are available at the Company’s
website at http:/ferarw crowncork.com in the Investor section
under Annual Report and SEC filings.

Internet

Visit our website on the Internet at http://www . crowncerk.com
for more information about the Company, including news
releases and investor information.

Certifications

The Company included as Exhibit 31 to its 2007 Annual Report
on Form 10-K, as filed with the U.S. Securities and Exchange
Commigsion, certifications of the Chief Executive Officer and
Chief Financial Officer of the Company. The CEO and CFO
certify to, among other things, the information contained in the
Company’s Form 10-KE. The Company has also submitted to
the New York Stock Exchange & certification from the CEO
certifying that he is not aware of any violation by the Company
of New York Stock Exchange corporate governance listing
standards.

INCORPORATED — COMMONWEALTH OF
PENNSYLVANIA

® This report is printed ca recycled paper.
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VIRGINIA:

IN THE CIRCUIT COURT OF THE CITY OF NEWPCRT NEWS

SANDRA KAY ONEY, Executor Of 1

the Esvate of SHARON VAUGHN ) AT LAW NO.
ONEY, Deceased, ) 00301TF
Plaintiff, )
V. }
JOHN CRANE, INC., }
Defendants. )

TRANSCRIPT OF PROCEEDINGS
Newport News, Virginia
DAY 3
March 28, 2007
BEFORE :
THE HONORABLE TIMOTHY S. FISHER, Judge, and a

Jury.

TRYLOE ASSOCTIATES, INC.
Registered Professional Reporters
Telephone: (757) 461-1984

Norfolk, Virginia
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On behalf of the Plaintiff:
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PATTEN, WORNOM, HATTEN & DIAMONSTEIN, LC

ROBERT R. HATTEN, ESQUIRE

J. CONARD METCALF, ESQUIRE

HUGH B. McCORMICK, III, ESQUIRE
WILLIAM W.C. HARTY, ESQUIRE

12350 Jefferson Avenue, Suite 300
Newport News, Virginia 23602
(757) 223-4544

On behalf of the Defendant:
WALLACE PLEDGER, LLC
ARCHIBALD WALLACE, III, ESQUIRE
PATRICIA J. BUGG, ESQUIRE
STEPHEN A. BRYANT, ESQUIRE
7100 Forest Avenue
Richmond, Virginia 23226
(804) 282-8300
and
O'CONNELL, TIVIN, MILLER & BURNS,
DANIEL J. O'CONNELL, ESQUIRE
645 Tollgate Road, Suite 220
Elgin, Illinois 60123
(847) 741-4603
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. 1 and symptoms often include shortness of breath and
2 pain in the chest, sometimes cough. Those symptoms

3 are very often the result of a pleural effusion. The |
4 pleural effusion causes collapse of the lung; hence, %
> the shortness of breath and als¢o resulting in a cough |
¢ in some individuals.
7 bepending upon how advanced the tumcr 1is,
8 whether it's invaded the chest wall yet'or not, there
9 will be discomfort or pain in the chest. So, at the
10 time of diagnosis those are the most common presenting é
1 symptoms and signs. After diagnosis, depending upon ‘
1z what's done to the patient, there may be partial
13 resolution of some of those symptoms, but eventually

. 14 there will be progression of symptoms of that same
13 sort.
16 Q. All right. How%%&pg: swellyrinvtchen s ,
17 chartedhat wyour had~of, the developfichit#ofutheydiffease - i
18 whgp~doe§@gpe“cancenﬁstarﬁiuaswco 5””e8§£6%Wﬁ§ﬁ@iﬁy@§@ f

19

20

21 2
<2 dlagnosgd -atraboutl gHTs? THE IR feg

» Now, . this-would, be:the jpointiliere. s |
24 therelsini tiavion?t of ;the tumors=but all~alongsryou
z5 know; ; beforeas we Ll ds" aft8F IR idtion s there swoild .
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Q. All right. Now, has the medical and
scientific community developed literature as to what
types of asbestos fibers cause mesothelioma?

A. Yes, sir, there are many medical
articles, many physicians have spcken about that, and
also a number of different governmental groups have
considered that question, and the conclusion of all of
them is that all types of asbestos can cause
mesothelioma.

Q. And what are the various types again that
can cause mesothelioma?

A. Well, there's the commercial forms of
asbestos and the non-commercial forms.

The commercial forms include chrysotile
asbestos, which was used for 90 to 95 percent of the
applications in the United States, amosite asbestos,
which was used for somewhere around 4 or 5 percent of
the applications in the United States, crocidolite
asbestos, that was used for perhaps one percent of the
applications in the United States -- it was used more
extensively in other countries but less in the United
States -- and then there's a variefy 6f”amphiboles
that are not commercial forms of asbestos but are

generally found as impurities in chrysotile asbestos.

oA
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Q. Can you explain what this chart shows and
what significance, if any, it has to the opinion you
just expressed?

A. Well, yes, sir. This is a chart that
takes into account a clearance half-life of 20 years
for amphibole asbestos and a clearance half-life of
one year for chrysotile asbestos. And this would show
the relative proportions that would be left after
30 years, 20 years, 10 years, and so forth.

Looking at ten years, 20 years and 30
years specifically, at ten years you'd have 70 percent
of your amphibole left, but you'd only have one
one-~thousandth of the chrysotile still left. At
20 years it would be about half of your amphibole that
you started with but one one-millionth of the
chrysotile. At 30 years it would be approximately
one-third df the amphibole you started with but about
one one-billionth of the chrysotile that you started
with.

And, as I said, this 1s using a clearance
half-life of one year for chrysotile. If you use
something shorter, like six weeks, it would go up by
an extra set of powers of ten for chrysotile.

Q. 80 AT o Ur TavE A tenyear I HEE PRI -+

I S g e

“between *the time-qf~-=¢that’ a™Mésothelioma-begins and”
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' the-fimesthat.it!s,actually .diagnosed.whatveffect:
2 would‘thé’[t“’teﬁyea rsrhave .onfthé, présente. of i
3 chrysotileqthat . couldybesfound  if. someonestried to. ,
1 LoBK EOry it &t the time st "d1agnosts? é
5 A. ‘Welly USENg thes8&iestimatidns of ;
$  ohal f2liferr éathfiter-year périvd is goung. tolgiveryou. |
? oneg~onerthousandth*jofxth@ehtys oile - thatdysuthad.at
8 the:péginning~of that period-of time.:
? Q. Is there a difference of the amount of
10 time that chrysotile stays in the lung versus
11 amphiboles? %
12 A. Yes, there is. }
13 Q. And does this illustrate that point? |
14 A. I believe it does, ves.
15 0. What influence, if any, does the lack of é
16 persistence of chrysotile in the lung have upon the i
B causation of mesothelioma by chrysotile, if any?
18 A. Well, I think that to understand
19 clearance first of all you have to understand where is |
<0 it being cleared to. Some of it is being coughed up, %
<1 ‘but, at the same time, a significant amount of it is 5
22 being translocated from the lung tissue into the
23 pleural space.
24 Yes, amphiboles are generally regarded to
235 be more potent in the causation of mesothelioma, but

TAYLOE ASSOCIATES, INC.
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Now’s a Good Time to Buy Corporate Bonds, Pros Say

August 26, 1999 in print edition C-4

Investors who wish they had locked in high rates on U.S. Treasury securities two weeks ago still have a shot to grab
decent yields—if they're willing to take more risk.

Yields on corporate bonds, including high-quality bonds and lower-rated “junk” issues, haven't fallen nearly as far
as Treasury yields. What's more, many companies are planning to issua new bonds in the next two months, which
could keep supply, and yields, high.

In the junk-bond market, the yield on the KDP Investment Advisors index of 100 junk issues has eased to about
10.3% now from a peak of 10.5% on Aug. 11.

. By contrast, the yield on 10-year Treasury notes slid from 6.15% to 6.72% in that period.

With corporate yields still at significant premiums to Treasury issues, many money managers say corporates are
good buys.

Yield spreads between corporates and Treasuries are “exiremely aftractive” on a historical basis, said Michael
Hansen, bond manager at First Investment Group in Omaha.

Moreover, “September is being set up to have a lot of [new issues), which will probably put pressure on spreads,”
said Wayne Schmidt, a bond manager at Advantus Capital Management in St. Paul, Minn.

Among major companies, Wells Fargo on Wednesday sold $750 million of three-year notes at a yield of 6.61%,
about 0.90-paint above the yleld an three-year Treasuries.

Ty e o Ve QLTI A T ey,

Crown: Cork;&:Seal"the Iargest food and heverage. can maker:sold $350 mlllion ofxthree-yearﬁ;‘ .Rotes‘at a )-yield:of ¥
*7 21% Thehotes.are ratéd *BEB" by Stardar & Poor’s ‘one’letter grade “abtive junk:status.

Of course, buyers of corporate bonds also must be willing to accept the risk of default, however small that might be
with most issuers. And should the economy fall into recession, the value of many corporate issues could sink even if
the companies have na trouble making interest payments.

Among popular bond mutual funds, share prices have rallied in recent weeks as interest rates have come down. But
yields on many of the funds still are above what was available in spring.

The net asset value of the Class A shares of the Pimco Total Return bond fund was $10.12 on Wednesday, up 2.2%
from the recent low of $3.90 on Aug. 10. But the net asset value was $10.40 in mid-Aprit.

. As bond fund share prices fall, the interest yield for a new buyer rises, barring major portfolio changes.

http://articles.latimes.com/1999/aug/26/business/fi-3779 1/14/2009
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Bloomberg News and Reulers were used in compiling this report.
. (BEGIN TEXT OF INFOBOX / INFOGRAPHIC)
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The net asset value of the Class A shares of the Pimeo Total Return bond fund have rebounded from their recent
low as bond yields have eased, But the shares remain far below spring levels,

Weekly closes and latest
Wednesday: $10.12

Source: Bridge Information Systems

Related Articles

« Look out below if long rates go higher Feb 16, 2008

» Safe mode nets gains for bonds Jan 08, 2008

* YOUR MONEY: MUTUAL FUND QUARTERLY - Bonds struggle for footing - Most fund categories’ total returns
finish the quanter in negative or barely positive territory. Jul 08, 2007

¢ TOM PETRUNQ / MARKET BEAT - Wall Street can't cage its morigage monster Jul 22, 2007

¢ MUTUAL FUND QUARTERLY - Time to exit bond bunker? - If market turmail keeps abating, 'safe’ U.5. securities
may end thelr strong performance. Oct 07, 2007

More articles from the Businass section

. California and the world, Get the Times from $1.35 a week

Copyright 2008 Los Angeles Times

http.//articles.latimes.com/1999/aug/26/business/fi-3779 1/14/2009
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- About Crown
- Brand-Building Packaging™

Abaut Crown ' Helping companies build brands worldwide
£

Crown History
Crown and the Environment
Commitment to Quality

g Letter from John Conway

Let me be the first to welcome you te Crown Holdings, Inc.
Whether you're getting to know Crown for the first time, or are a
long time friend, this site will provide the resources you need to

Careers increase turnaver at the retail shelf, add differentiation and build
Global Locations consumer loyalty -in short, to use packaging as & powerful means
Contact Us to build stronger brands.

Contact Form Crown is proud fo be the leader in metai packaging technology.

With operations in 42 countries employing over 24,000 people and
net sates of $6.9 billien, we provide global breadth as well as
regional expertise. We're also proud of our World-Class
Performance standards and the innovations provided to the
industry from our technology centers.

I Al of these things add up to what we do best: helping companies build brands worldwide. Qur
+ commitment to helping launch successful new brands. invigorate existing brands, and drive
. business regionally and globally is our key to success.

! So | hope you'lt explore our site and return often to iearr how Crown's Brand-Building
~ Packaging™ can help you build business today.

John W. Conway
Chairman of the Board, President and Chief Executive Officer
" Crown Holdings, Inc.

|
'
:
:
f
4

. World-Class Performarnce Crown and the Enviroment
* The Journey to World-Class Environmentally sound

' begins with Quality First. business practices.

~ learn more [# learn mere [#]

Home | Products & Services | Innovatien & Design | Eavironment | About Crown
Press Room | For investors | Careers | Contact Us | Legal Notice | Siternap

. Copyright ® 2006-2008 Crown Holdings. Inc.

http://www.crowncork.com/about/about_crown.php 1/20/2009
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€ CROWN
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. SEARCH , PRODUCTS & SERVICES » INNGVATION & DESIGN » ENVIRONMENT » ABOUT CROWN

' Crown Press Room
| Corporate Fact File

Pr_es‘s‘ Rqom . Crown Holdings, Inc. (NYSE: CCK), through its subsidiaries, is a leading supplier of packaging
" products to consumer marketing companies around the world.

Press Releases {

Upcoming Events : Company Snapshot

Corporate Fact Fije !

Date Founded: 1892

Chairman of the Board. President & CEQ: John W. Conway {since 2001)
World Headqguarters: Philadelphia, PA

Americas Division Headguarters: Philadelphia, PA

Customer Successes -

Asia-Pacific Division Headquarters: Singapore

European Division Headquarters: Paris, France

" Facilities. 155 manufacturing plants in 42 countries.

" Key Research and Devetopment Centers: Alsip, IL and Wantage, United Kingdom

Employees 24,055
: *® 2005 Net Sales: $8.9 billion

‘ ' Business Segments
! Crown's operations are divided into the following product lines within each of the divisions:
i

Aeroscl Packaging

Beverage Packaging
* Food Packaging
* Metal Closures

* Speciality Packaging

Markets Served

* Drinks

! ® Food

| * Health & Beauty

i * Household/Industrial
' " Luxury Goods

* Prometicnal

Market Positions

E " One of the largest packaging companies in the worid
* Cnly full-iine giohé£ packaging company

* #1 producer of food cans and metal vacuum closures in the world
* #3 producer of beverage cans in the world

" #1 or #2 producer of aerosol cans in markets where we compete

[l
. . Contact Corporate Headquarters

http://www.crowncork.com/ press_room/press_rooﬁl_facts.php 1/20/2609
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* Crown Holdings, Inc.
1 One Crown Way

' Phifadelphia, PA 19154-4599
. | Tel: (215) 698-5100

Heme | Products & Services | innovation & Design | Environment | About Crown
Press Room | For Invesiors | Careers | Contact Us | Legal Notice | Sitemap

Copyright @ 2006-2008 Crown Hoeldings. Inc.
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2009 SESSION

INTRODUCED

090095588

HOUSE BILL NO. 1762
Offered January 14, 2009
Prefiled January 8, 2009
A BILL 10 amend the Code of Virginia by adding a section numbered 13.1-721.2, relating to
asbestos-related liabilities of successor corporations.

Patron—Kilgore
Referred to Committee on Commerce and Labor

Be it enacted by the General Assembly of Virginia:

1. That the Code of Virginia is amended by adding a section numbered 13.1-721.2, as follows:

§ 13.1-721.2. Applicability of limitations on successor asbestos-related liabilities.

A. As used in this section:

"Asbestos claim” means any claim, wherever or whenever made, for damages, losses,
indemnification, contribution, or other relief arising out of, based on, or in any way related to asbestos,
to the extent such claims are recognized under the laws of the Commonwealih, including (i) any claim
related to the health effects of exposure to asbestos, including any claim for personal injury or death,
mental or emotional injury, risk of disease or other injury, or the costs of medical monitoring or
surveillance; (ii) any claim made by or on behalf of any person exposed to asbestos, or a representative,
spouse, parent, child, or other relative of the person; and (iii) any claim for damage or loss caused by
the installation, presence, or removal of asbestos.

"Corporation” means a corporation for profit, including a domestic corporation organized under the
laws of the Commonwealth, or a foreign corporation.

“Successor" means a corporation that assumes or incurs, or has assumed or incurred. successor
asbestos-related liabilities.

"Successor asbestos-related liabilities” means any liabilities, whether known or unknown, asserted or
unasserted, absolute or contingent, accrued or unaccrued, liquidated or unliquidated, or due or to
become due, that are related in any way to asbestos claims, and that were assumed or incurred by a
corporation as a result of or in connection with a merger or consolidation, or the plan of merger or

consolidation related to the merger or consolidation, with or into another corporation or that are.

related in any way lo asbestos claims bated on the exercise of control or the ownership of stock of the
corporation before the merger or consolidation. The term includes liabilities that, after the time of the
merger or consolidation for which the fair market value of total gross assets is determined under
subsection F, are or were paid or otherwise discharged, or committed to be paid or otherwise
discharged, by or on behalf of the corporation, or by a successor of the corparation, or by or on behalf
of a transferor, in connection with settlements, judgments, or other discharges in the Commonwealth or
another jurisdiction.
"Total gross assets” includes intangible assets.

"Transferor” means a corporation from which successor asbestos-related liabilities are or were
assumed or incurred. :

B. The limitations in subsection D shall apply to a corporation that is a successor and became a
successor prior to January I, 1972, and to any successors of that corporation.

C. The limizations in subsection D shall not apply to:

1. Workers' compensation benefits paid by or on behalf of an employer to an employee under Title
65.2 or a comparable workers' compensation law of another jurisdiction; -

2. Any claim against a corporation that does not constitute a successor asbestos-related liability; or

3. Any obligation under the National Labor Relations Act (29 US.C. § 151 et seq.), as amended, or
under any collective bargaining agreement.

D. Except as provided in subsection E, the cumulative successor asbestos-related liabilities of a
corporation are limited to the falr market value of the total gross assets of the transferor determined as
of the time of the merger or consolidation. The corporation is not respomsible for successor
asbestos-related liabilities in excess of this limitation.

E. If the transferor assumed or incurred successor asbestos-related liabilities in connection with a
prior merger or consolidation with a prior-transferor, then the fair market value of the total assets of
the prior transferor, determined as of the time of the earlier merger or consolidation, shall be
substituted for the limitation set forth in subsection D for purposes of determining the limitation of
liability of a corporation.

F. A corporation may establish the fair market value of total gross assets for the purpose of the

AaIDONAOIALNT
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limitations under subsection D through any method reasonable under the circumstances, including:

1. By reference to the going-concern value of the assets or to the purchase price attributable to or
paid for the assets in an arm's-length transaction; or

2. In the absence of other readily available information from which fair market value can be
determined, by reference to the value of the assels recorded on a balance sheet,

G. To the extent total gross assets include any liability insurance issued to the transferor whose
assets are being valued for purposes of this section, the applicability, assignability, terms, conditions,
and limits of such insurance shall not be affected by this chapter, nor shall this chapter otherwise affect
the rights and obligations of a transferor, successor, or insurer under any insurance contract or related
agreement, inchuding, but not limited to, rights and obligations under pre-enactment settlemenis between
a transferor or successor and its insurers resolving liability insurance coverage, and the rights of an
insurer to seek payment for applicable deductibles, retrospective premiums, or self-insured retentions or
to seek contribution from a successor for uninsured or self-insured periods or periods where insurance
is uncollectible or otherwise unavailable. To the extemt total gross assets include any such liability
insurance, a settlement of a dispute concerning such liability insurance coverage entered into by a
transferor or successor with the insurers of the transferor before the effective date of this chapter shall
be determinative of the total coverage of such liability insurance to be included in the calculatzan of the
transferor’s lotal gross assets.

H. Except as provided in subdivisions 1, 2, and 3, the fair market value of total gross assets at the
time of a merger or consolidation increases annua”y at a rate that is equal to the sum of (i) the prime
rate as listed in the first edition of the Wall Street Journal published for each calendar year since the
merger or consolidation, unless the prime rate is not published in that edifion, in which case a
reasonable determination of the prime rate on the first day of the year may be used and (ii) one
percent. Notwithstanding the foregoing provisions of this subsection:

1. The rate to be determined in accordance with in the first semtence of this subsection is not
compounded;

2. The adjustment of fair markei value of folal gross assets continues as provided in the first -
sentence of this subsection until the date the adjusted value is first exceeded by the cumulative amounts
of successor asbestos-related liabilities paid or committed to be paid by or on behalf of the corporation
or a predecessor, or by or on behalf of a rran.sj‘.'eror after the time of the merger or cansohdanan for
which the fair market value of total gross assets is determined: and

3. No adjfustment of the fair market value of total gross assets shall be applied to any liability
insurance that may be included pursuant to subsection G in the determination of total gross assets.

1L To the fullest extent permissible, courts shall liberaily apply the limitations under this section lo
the issue of successor asbestos-related liabilities.

J. If any provision of this section or the application thereof to any person or circumstance is held
invalid, such invalidity shall not affect the provisions or applications of this section that can be given
effect without the invalid provision or application, and to that end the provisions of this section are
severable.

K. This section shall apply to all asbestos claims filed on or after July 1, 2009, and to_all pending
asbestos claims for which trial had not commericed as of such date, except that any provisions of this
section that would be unconstitutional if applied retroactively shall only be applied prospectively.
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additions will appear in hls stylc type, ond deletlons will appear in thes style types
Addilions: Whenever & aew statutory provision is being enacted (or a new constiwtional
provision ndopted), the text of the now pmvmﬂn will appear in this style type. Also, the

word NEW will appear in that style type ju the introductory clauge of each SECT'!ON thatzdds

a new provision 1o the Indiana Code or the Indiana Congtitution.
Conflict reconciliation: Text in a statute in this siyle [ype of iz zfyfe gpercconciles conflicts

. between smlulu enm:icd hy the 2008 Regulas Session of the Gcne.ml Aaacm‘bly

SENATE BILL

ABILL FOR AN ACT te amend the Indiana Code concerning civil
procedurc .

Be it enacted by the General Assembly of the State of Indiana:

SECTION 1.1C 34-6-2-11.5 IS ADDED TO THE INDIANA CODE

" ASANEW SECTIONTO READ ASFOLLOWS [EFFECTIVETULY

1, 2009]: Sec. 11.5, "Asbestos claim”, for purpas-eslof IC 34-31-8,
has the meaning set forih o IC 34-31-8-1.
. SECTION 2.1C 34-6-2-29.5 IS ADDED TO THE INDIANA CODE

ASANEW SECTION TO READ ASTOLLOWS [EFFECTIVE JULY

1, 2009} Sec. 29.5 "Corporation"”, for purposes of IC 34-31-8, has

" the meaning set forddi in IC 34-31-8-2,

SECTION 3.1C 34-6-2-69.5 1S ADDED TO THE INDIANA CODE

ASANEW SECTIONTO READ ASFOLLOWS {EFFECTIVEJULY .

1,2009]: Sec. 69.5. "Innocent successor carperation", for purposes

of IC 34-31-8, has the meaning set forth in XC 34-31-8-3.
SECTION 4. IC 34-6-2-142.% IS ADDED TO THE INDIANA

CODE AS A NEW SECTION TO READ AS FOLLOWS

_[EFFECTIVEJULY 1,2009]: Sec. 142.5. " Successor ashestos related

Mability", for purposes of IC 34-31-8, has the meaning set forth in
IC 34-3] -8- 4
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2

*SBCTION 5. IC 34-6-2-143.8 13 ADDED TO THE INDIANA
CODE AS A NLW SECTION 'TO READ AS FOLLOWS
[EFFECTIVEJULY 1,2009). Sec.143.8. " Transferor corporation™,
for purpoeses of IC 34-.31-8, has the mesning set forth in

IC 34-31-8-5.

SECTIONG6.1C34-31-8[5 ADDED TO THE INDIANA CODE AS
A NEW CHAPTER TO READ AS FOLLOWS [EFFECTIVE IULY
1, 2005):

Chapter 8. Limited ‘Liability Concerning Asbestos Related
Claims -

.Sec. 1. As used in this chapter, "nsbestos claim” means any
claim for damages, losses, indemnification, cnntr:buﬂon or other
relief concerning ashestos, including: :

(1) a claim relating to the health e[feets of exposure to

"ashestos, including:

: (A) personal injury;
(B) death;
(C) mental injory;
(D) emotional injury;
(E) risk of disease ot other injury; or
(F) the costs of medical monitering ar surveillance;

(2) a claim made by or on bebalf of any person exposed to

_asbestos, including a claim of a:

' {A) representative; :
(B) spouse;
© (C} parent;
“ (D) child; or

(E) other relatlive;

of u person exposcd te ashestos; and

"{3) 8 claim for damage or Joss caused by the
.(A) installation; .
(B) presence; or
© {C) removal of asbestos,
“Sec. 2. As used in this chapler, "corporation” means a’

corporation for proﬁt, incleding a domestic corporation orﬁnnlzed

under Indiana law ot a foreipn corporation organized under Ihe
law of a Jurisdiction other than Indiana. I :
See. 3. (a) As used in this chapter, “innnccnt successor
corporahon“ inéans a corpornhon that:- SR
. (1) nssumes: - P
" {2) Incors; . S
* {3) has assumed; or

2000 0 _ - LS7S55DI107+

P.005/014




01/14£2008  13:27 (FAX)317 634 4898 P.007/014

3
1 (4) has incurred;
2 successor asbhestos related liability and Dbecame a successor
3 corperation due to a merger or consatidation with another
4 corporation befere Junuary 1, 1972, ' :
5 {b) The term §ncludes a corporation into which an innocent
6 successor corporation is at any. timae subseguently merged or
7 conmlidnted
8 Sec. 4. As used in this chapter, “successor, nsbcslos related
-9 lability" mcans aay Jiability that is related to an asbestos claim
10 that wos assumed or incurred by a corporatia as a result of:
th (1) 2 merger or consolldation with ansother corporation;
12 . @ the plan of merger or consolidation related to the merger
13 or consolidation; or
14 {3) the exercise of control or the ow:nershlp of stock of the
15 corporation before the merger or conscolidation.
16 Sec. 5. As used in this chapter, "transferer corporation” means
17 acorparation from which 2 successor ashestos related Mability was
18 assumed or incurred.
15 Sec. 6. This chapter shall be canstrued hberally regardmg

- 20 innocent successor eorporntions.

21 Sec,7.Thischapter applies to a civil acuon asscrtmg an ashestos
22 chim that is filed against an innocent successor corpuration.

P23 {1} after June 30, 2009; or
24 (2) before July 1, 2009, if trial has not.comunenced as of July
25 1,2009.

26 Sec. B. () Subject to subsections (c) and (d).und sections 10 and
27 12 of this chapter, the cumulative successor msbestos.related
-28 liabilities of nx Jnnocent successor corporation are limited tp the
29 fair market value of the total pross assets of the transferor
J30. corperation, determined as of the time of the merger or
31 . consolidation through which the inmocent successor corporation’
3z . assumed or incurred successor asbestos related Nability.

- 33 {b) Ap innocent gucéessor corpuration is not respensible for
34 successor ashestos related liebility in excess of the limltnﬁon set
35 - forth in subsection (a). .

36 ' -{€) For purpases af this ﬁechon, 11' a lransferor eorporahon
37 _assumed or incurred sunccessor nsbestos related lability in

38 ‘connection with a merger or consahdanun witha prior transferor
35 R corporation, the faix market value of the total grpss assets of the
40 prior transferor corporation determined a3 of the time of the
41 " earlier merger or consolidatlon. shall be substituted for the
42

. limxtnuon set forth in subséction (a) to determine the limitation of

"‘2_099 e LS 7SSS/DIIOT+
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4
1 liability of the inpocent successor corporation. _
i (d) Cumulative successor asbestos related linbilities include
3 liabilities that exist after the merger or consolidation of the
-4 innocent successor corperation and the transferor corporation and
5 that are paid or discharged by or an behalf of ther
6 (1) innocent successor corpor_a(‘illm; or
. 7 (2) transferor corporation; :
" 8 as ‘port of a settlement or judgment in Indiana or anuther
9 jurisdiction.
g 10 Sec.9.Thelimitations set forth in seclion 8 of this chapter apply
11 io the suceessor ayhestos related lisbility of on innocent successor
12 corporatmn and do not apply to:
13 (1) wurker's compensation benelits paid by or on behalfofan
14 employer 10 ap employee undér 3C 22-3 or a comparzble
15 worker's compensation law in another jurisdiction;
16 (2) a claim against a corporation that is not a suceessor
17 - asbestos related liability; :
18 (3) nuy obligation under the federal National Labor Relations
19 Act (29 U.8.C. 151, el. seq.); or
20 " (4) a collective bargaining agreement. -
21 " See.10.(a) Aninnocent successor corporation may establish the
22 fair market volue of the total gross nssets of a transferor
23 " corperation to determine limitations under section 8 oflhls chapter
24 by any reasonable method, including: - ‘
25 (1) by reference to the going concern value of the assets; .
26 (2) by reference to the purchnse price attributalsie to or paid
27 Tor ussets in an arms length transaction; or
28 (3)inthe absence of other readi.ly available information from
29 which the fair market value can be determined, by reference
30 ta the value of the assets recorded on a balance sheet!
31 Sec, 11. (2) If the.toial gross assets of a transferor corporation
32, include linbility insuranceissued to the transferor corporation, this
" : 33 chapter does not affect the applicabllity, terms, conditioﬁs,‘ or,
: - 34 limits of the habmty insurance.
35 {b) This chapier does not affect the r:ghts and-obligations.of an
W - 36 insurer, transferor, or successor under an msurance contract or
37 any related agreements, including: ' ‘
38 . (1) precoactment settlements resolving Loverage rela!ed
39 disputes; or -
40 - (2} contracls regarding the nghts of an insurer to seek
41 paywment for applicable deductibles, retrospective premiums,
42 self insured periods, or perieds.as to which insurance is

2000 . ¢ © 0 LS 75S5/DL107+
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uncollectible or unavpilable,
- {¢} A settlement of a dispute concerm_ng liability insurance
coverage entered into by a: .
(1) transferor corporation; or
(2) successor corparation;

- with the insurers of a tronsferor corporation before July 1, 2009,

is determinative of the total caverage of Liability insurance to be
included in the calculation of a transferor corporation’s total gross
asgets under this chapter.

Sec. 11. (2) Except as provided in yubiseitions (b) thra ugh (d),
the sum determined as thé fair market value of the total gross
assets of a transferor corporatwn as of the time of a merger or
consalidation for purposes of determining thé limit on the
cumulative successor ashestos related- Iiabillties of an innocent
successor corperation wnder this _chnt}ter shall be adjusted
annually at a rate equal to the sum of the following:

(1) The prime rate listed in the first edition of the Wall Street
.Journalpublished for each ¢alendar year since the merger or
consolidation. If the prime rate is not published in the fivst
edition of the Wall Street Journal, then a reasonable
determination of the prime rate ¢n the first day of the year
may be used. '
(2) One percent (1%). .

(b) The rate described in subsectwn (2} may nof be

. compounded.

(c) The adjustment of the fafr market value of the total gross
assets of the transferor corperation as of the time of the merger or
consolidation shall continue as described in subsection {a) until the
date as of which the adjnsted value is first exceeded by the
cumulative amounts afsuccessor ashestos related liabilities paid or
committed to be paid by or on behalf of:
(1) the innocent successor corporation;
(2) any predecessor corporation; und
(3) the transferor corporation;

afier the time of the merger or consolidation.

A{d) No adjustment of the fair market value of fotal gross assets
of a transferor corporation under this section shall be applied to

any lmtuhty insurance.

2009, - - : - . LB 7555/D1 107+
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| CROWN CORK & SEAL S B4 G\
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Crown Cork & Seal was founded in 1892 by the inventor of the bottle cap and is the world’s leading
manufacturer of consumer packaging products. Crown and its affiliated companies employ over 20,000
people and make one out af every five beverage cans in the world and one out of every three food cans
used i North America and Eurape. Crown 2lso has over 15,000 retiress in the USA who rely on Crown
for their pension checks and health care coverage.

Ashestos Linbility Backeround — Indiansa

Crown Cork & Seal -- although it never manufactured, sold, or installed a single asbestos-containing
product -- hag been named to i increasing number of asbestos related lawsuits in Indiana and other
states, due to its very brief association with Mundet Cork Company,

These claims against Crown Cork & Seal arise from a stock interest the company obtained in 1963 in the
Mundet Cork Company, a small family-owned manufacturer nf cork-lined bottle caps. Before the
acquisiion, Mundet also had a small side business as a manufacturer of asbestos and otber insulation
‘products. By tte time of Crown’s stock purchase, however, Mundet had completely shut dewn its
insulation manufacturing operations.

Within 93 days of Crown’s obtaining its interest in Mundet, what was left of the Mundet insulation
division -- idle machinery, lefiover inventory, end customer lists -- was sold to a New Jersey insulation
company. Two ycars later, in 1966, Mimdet, now having only the bottle-cap aperation that Crown sought
to acquire, was merged into Crown,

Although Crown never maunfactured, sold or installed 2 single asbestos product, claimants have enjoyed
an enormous windfall, with more than 300,000 claitns against Crown, costing the company hundreds of
millions of doflars. In fact, Crown’s initial investment of $7 milfion in Mundet nearly 40 years apo has ;
. resnlted in more than $600 million in asbestos-related payments by Crown through the end of last year. g

‘While some claim Crown should have exerised greater due diligence before it became involved with
Mundet, it was not until 1972 that OSHA established its first regulations covering asbestes, a material that
up to that time was widely used es the world's best insulation material. In addition, it was not vt} the
mid-1970s that personal injury lawsuits began to be filed in connection with asbestos.

Beceause many companies that actually were involved with asbestos have been forced into bankouptcy
upder the weight of asbestos litigation, Crown has found itself a target and sued in an increasing number
of joint-and several-liability claims. .

With Crown at great risk of bankruptey under the weight of these lawsuits, the Iegislémras of
Peansylvania, Texas, Mississippi, Ohio, Florida, Georgia and South Carolina have responded to enact
bipartisan legislation limiting successor’s asbestos liabilitizs under circumstances Like these. -In so doing,

a cap on such liability equat 1o the inflation adjusted gross asset value of the predecessor asbestos-tainted
company hss been established. .

On a state level, Crown operates 4 Jarge manufacturing facility in Crawfordsvitle, Indiana. It employs
approximately 100 people. There are almost 650 retiress in the State who rely on Crown pension checks

and its health and dental benefits. Crown and its employees pey several million dollare in various taxes in
the state. )

Enactment of the proposed legislation in Indiana will help Crown (o obtaining refinancing, avoid
bankruptey and, thus, assure the preservation of jobs in the USA and in the state of Indjana,
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Table 3. Armstrong Cork Company Workers’ Compensation Claims in Insulation Workers (cont.)

Other Asbestos
Date of Manufacturer
Claimant Notice Where Filed Defendants Qutcome Comment
Cuthbertson, 11-15-54 California Industrial Plant Rubber and
Jack Accident Commission Asbestos Works
(5.E) (Fibreboard) and
Mundet Cord
dismissed as
defendants
Campbell, 12-16-54 Workmen's Johns-Manville, compromise _
Edward Compensation Mundet Cork settlement
Commission of $6,000/ asbestosis
Connecticut (Hartford) {12-20-55)
Swartout, John 12-28-55 California LA.C. Johns-Manville, 1958 award of 4-11-60 note from
(5.F) Mundet Cork, compensation lawyer for J-M and

McCarrell,
Ervey

¥

12-10-56

California 1.A.C
(L.A)

*

Philip Carey

Johns-Manville,
Owens-Corning
and Fibreboard

joined as
defendants
(4-23-59)

for asbestosis,
terminating in
fatal cor
pulmonale

compromise
settlement
$13,500 (1-14-60)
asbestosis

Armstrong claimed
he had not been
employed doing
asbestos insulation
in the state of
California by either
firm.
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Table 3. Armstrong Cork Company Workers’” Compensation Claims in Insulation Workers (cont.)

Other Asbestos
Date of Manufacturer
Claimant Notice Where Filed Defendants Qutcome Comment
Dean, William 9-19-60 New York Workmen's Mundet Cork settled 2-10-61 letter Schiedt
(widow, Mary) *’ Compensation Board *' (asbestosis) to Hoff: “Qur file
indicates William
Dean’s death,
December 6, 1959,
was caused by
asbestosis.”
Harding, 1-12-61 California L.A.C. Owens-Corning settled for $3,300 _
Clifford (S.E) in addition to
sums paid
previously
{asbestosis)
Gronenthal, 8-16-61 State of Washington Owens-Corning “status appellate order
John Board of Industrial unknown” attributed asbestosis,
Insurance Appeals ashestosis/lung lung cancer, and
cancer death for cor
pulmonale to
insulation dust
exposure (11-30-62)
Gilivich, Steve 11-29-61 California L.A.C. Philip Carey, settled $7,968 .
(Mundet (Oakiand) Owens-Corning (asbestosis)
Cork, {and Armstrong) 12-22-64
Fibreboard) joined as defendants

8-29-62

081
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Table 3. Armstrong Cork Company Workers’ Compensation Claims in Insulation Workers (cont.)

Other Asbestos
Date of Manufacturer
Claimant Notice Where Filed Defendants QOutcome Comment
Wyss, John 1-10-62 California ILA.C. Owens-Corning, $6,500 settlement *. _
(Oakland) Mundet Cork, (asbestosis) 1966
Fibreboard
Miller, Arthur 2-21-62 California 1.A.C. Fibreboard, “dismissed” __
) (L.A) Mundet Cork (asbestosis)
Greischar, 4-24-62 California I.A.C. Fibreboard, settled $8,735 in _
Paul (Oakland) Owens-Corning addition to sums
joined as paid previously
defendants (asbestosis})
(8-23-63) 4-5-66
Staples, John 5-17-62 California LA.C. Owens-Corning, settlement $9,250 ;f' partial disability at
* *' {Long Beach) * Mundet Cork )ﬁ (asbestosis) age 37
2-1-63

Onofrio,
Anthony

Brodale,
Frederick
(widow, Irene)

6-25-52

7-13-62

1

Connecticut Workers
Compensation
Commission (New
Haven)

California LA.C.
{Oakland)

Philip Carey,
Johns-Manville

settlement or
comp. awarded

settled $1,500
(lung cancer) pathological

verification

dn-yoay) [eurg 2y ruonesuadwo)) .

Cremation prevented
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Table 3. Armstrong Cork Company Workers’ Compensation Claims in Insulation Workers (cont.)

Other Asbestos

Date of Manufacturer
Claimant Notice Where Filed Pefendants Outcome
Kingston, 10-16-62 Minnesota Industrial _ settled $13,500
George Commission (asbestosis) 3-27-63
Brokenshire, *' 3-15-63 California LA.C. Owens-Corning, award for $13,000
Leonard (Los Angeles) * Mundet Cork (asbestosis) 11-6-63
Novak, 3-27-63 California I.A.C. Fibreboard settled $5,500
Edward (L.A)) (11-15-65) {asbestosis) 8-18-66
Faulkner, John 4-9-63 California 1.A.C. Fibreboard settled
(Long Beach)
Goans, Robert 8-8-63 California LA.C, Fibreboard, settled $6,750
{Oakland) *‘ Mundet Cork, {asbestosis} #
Johns-Manville, 8-3-64
Owens-Corning
Wines, 1963 Michigan Workmen's _ o
Bernard Compensation
Department

281
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Barry Castleman’s Insulators’ Workers Comp Files
CD-ROM Document # IWC ,{ CLAIM DATE // §T”

CLAIMANT: S oarFeuF

Contains all documents found in the claimant’s file,
with 1 blank page between each separate document.

Note ALL of these originals were 8.5x14”
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i commssion oprrcen STATE OF CALIFORNIA -
ronll:g:;h::gas::‘]:g:m:“ DEPARTMENT OF INDUSTRIAL RELATIONS
968 MIssION STREET INDUSTRIAL ACCIDENT COMMISSION

BaN FRANCIECO &

FOR SACRAMENTO COUNTY ONLY
RooM 200, 63% J STaskT
SACRAMENTD

FOR SQUTHERN CALIFORNIA APPLICATION FOR HEARING

(EXCEFT BAN DIEGO COUNTY)
BO% STATE BUILOING
Los ANOELES 12

DO NOT WRITE IN
THIS SPACE

"o ARl SN Gase NoSSSF 160-171 ENTERED IN DoCKeT
BAN DILGO § Plled: 'é':g"o":s BY

Emgloye's  John E. Swartout Employes 3000 Marrywood Drive

Social Security No h712-10-9896 _ S:;icramnto 17, Californis

Nemeel  Various Employers Californie Compaines

Name of See attached 1ist Tasurance "%
Insurance Carrier _ Carrier’s Address

SYRELY AND NUNSER

ey

IOoMR TATE

Employee’s name John E, Swartout Employee’s date of bire

;,_September 5, 1889

Exposire over & long pario@t“'}l’}:ﬁ?i;f:;?"i“ASBES'ros Insulation

f .« _a
Date of your tijuarr time

Placc where When did you leave work - :

injury occurred— california asa resulr.};f this injury? January 6, 1955 a
CITY AND STATE , [

How did injury occur?— WOTKINg with asbestos

What part or parts

of your body were injured?. Mbggtos ins

Full or part time work

When did you return to work?—__ S¥33d OFL ~~ 5dac what wage?

—

Your wages or salary (before deductions) § erhouror 3219 per week or $ per month
If paid on hourly rate, how many hours did you work per wukmmxmmm—
Did you receive any of the following: Board? Y] No [J; Lodging? Yes [J No [J; Tips? Yes [ No4]; Other advantages? Yes [] No [

State their weekly value § (m on soms J ObB)_

Have you been paid any compensationi Yesgg] No [[]. How much $ 5 Weekly rate of payments S———-—SBTG

Date when last payment was mad;_wm.-_u__., l;

Has the employer or the insurance carrier furnished you with any medical treatment? Yes [ No (0.

Date when last treatment was given — 19

List names of all doctors who have treated you and who were furnished by the employer ot insurance catrier

Have you obtzined any medical treatment at your own expense? Yes E Ne OO.
List names of all doctors who have treated you at your own expense

'1

Are you claiming any of the following bencfits? (Answer Yes or No):

(3} Temporary dissbility payment___yag (b) Permanent disability payment Yos
(¢) Further medical treatmene— Yes (d) Cost of your medical expense Yes

(c) List other benefics claimed and not mentioned above

——

Have you ever before filed a claim with this Commission? Yes [J No [J. If so, when was it filed?

DATIE

— e _




ad OFFICEM STATE OF CALIFORNIA
.;::‘.5::1'5223.'#7, DEPARTMENT OF |HOUSTRIAL NILATIONS DOTI:'?;' ;\{,RA’;E. IN
.-::é?'u cgr::n INDUSTRIAL ACCIDENT COMMISSION
4ACRAMENTO COUNTY ONLY
AOCM 200, 631 J BTREET
. Bachammnre APPLICATION FOR HEARING
 FonSouTIE SALTOMIA )
BO1 Sratr ;u;uamuo . ' DEATH CLAIM
rm: :ﬁ:'::?’? ﬁt:gs:v ONLY 6 ENTERED IN DOCKET
San Dizgo BY.
. 2 . 169-171
N385 E
Names of Applicants: _ " Addresses of Applicants;
Mrs, John E., Swartout 3000 Merrywood Drive
- —Sacramento 21, California
; .
Name of Employer: Listed on separate sheet Addresof Employer:

as filed December 28, 1955

See_attached 115t 88  4ddress of Insurance Carrier:

Name of Insurance Carrier:
per December 28, 1955

Name of Deceased Employua_lgtm_z;_mmlt_.__ Daze of Employee’s Birth__Septemhe;n..g.,_J.BBg___
Date of employee's injury. 7 Date of employee's death__.M'a,HO.,_l9.55___.___
Employee's occupntion?_&@ﬂ_tﬁﬂ_\lﬂnkm_____ Place where injury occurred:_Varlious Jobs
What work was employee doing at time of injury?. ABbegt0S Insudatdi on wark

Was any medical or hospital expense involved? Yes No [] Amount paid §

Who paid it?
'Was any compensation paid to the employee after his injury? Yes 3 No (X 1f so, how much §
List names of all doctors who treated the employee after his injury_Dr, W, B, Parkinson, Porterville, Calif

Has busial expense been paid?  Yes [ No [ If so, how much s Dr._Robert Nawpisy: Dr. Allan WMoa =

- —

-
b
L

List all those who claim to have been dependents of the employee ot time of injury

NAME © rnoman TG THE EMPLOVEE ADDRESS
Mrs. John E. Swartout Wife 3000 Merrywood Drive
Sacramento 21, Caild

IMPORTANT--If any spplicant is under 21 years of age, it will be necessary to file Petition for Appointment of Guardian ad Lite
Farms for this ourpose may be obtained at the offices of the Industrial Accident Commission,
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“BEFORE THE INDUSTRIAL ACCIDENT COMMISSION OF THE STATE OF

CALIFORNIA
CLAIM NO, 55 SF 189-171

JOHN E. SWARTOUT,
Applicant,

V8
ORDER JOINING
MUNDET CORK CORP.; HARRY A. DUTTON, INC.; PARTIES
IUTTON ASBESTOS GO., DUTTON ASBESTOS & . DEFENDANT
SUPPLY CO,; WESTERN ASBESTOS CO0.; BaY CITY
ASBESTOS €Q0., Ltds; CORK INSULATION CO.,
Inoc.; WESTERN FIBROUS GLASS PRODUCTS CO.;
GENERAL INSULATION & RUBBER CORPORATION;
ARMSTRONG CORK Cb,; JOHNS MANVILLE SALES

12
13
14
15
16
17
18

20
21
22
23

24

25
26
27

§

i
|

'i

| PANY; PACIFIC INDEMNITY COMPANY; LIBERTY

f MUTUAL INSURANCE COMPANY; EMPLOYERS MUTUAL
| INSURANCE CCMPANY; TRAVELERS INSURANCE COM-
i PANY; STANDARD ACCIDENT INSURANCE COMPANY,
! and PACIFIC EMPLOYERS INSURANCE COMPANY,

Mailed from San Franclsco Offica
JUN 2 2 1956

Industrial Accident Commission
State of California

RPORATION; C. C. MOORE & CO.; J. T,
THORPE & SON, INC.; M. R. CARPENTER,
AETNA INSURANCE COMPANY; STATE COMPENSA-
TION INSURANCE FUND; INDUSTRIAL INDEMNI-
TY EXCHANGE; INDUSTRIAL INDEMNITY COM-

Defendants,

gt gt St St Vgl NnaelP e il St Pt i Vet W st Sl b Nt st vl "t

GOOD CAUSE APPEARING THEREFOR:

IT IS ORDERED that the Mundet Cork Corp., Harry
A. Dutten, Inc.; Dutton Asbestos Co,, Dutton Asbestos & Supply

d Ca,, Western Asbestos Co.,, Bay City Asbestos Co,, Ltd.; Cork
f Insulation Co., Inc.; Western Fibrous Glass Products Co.,

7 General Insulation & Rubber Corporation, Armstrong Cork Co.,
g Johns Manville Sales Corporation, C. C, Moore and Co, J.' T.

t Thorpe & Sen, Inc.; M. R, Carpentor, Aetna Insurance Company,
§ State Compensation Insurance Fund, Industrial Indemnity Ex-

i change, Industrial Indemnity COmpang, Pacific Indeunity Company,
¢ Liberty Mutusl Insurance Company, Employers Mutual Insurance
i Company, Travelers Insuranse Company, Standard Acclident In-

f surance Company and Pacific Employers Insurance COmpany, be

i and they are hereby Joined as parties defendant, -

-
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MUNDET CORK CORP:é HARRY A. DUTTON,

PHRONE Expacss 4-3728 ]éfzf
4.372¢

TOENSMEIER ADJUSTMENT SERVICE, INC.

INSURANCE ADJUSTERS

17 St A

CHanLes J. Copx LANCASTIR, PENNA. OFFICE
ADJVSTER 38 N. DUKE STREET

DT URD IO —anwuw iinansa awvwatENT COLMISSION

OF THi STATE OF CALIFORNIA
CASE NO. 169=171

s £/ LsiE
BERGIT A. SWARTOUT,

. e
e

Applicant
Ve DECISION
AFTER RZCONSIDERATION

INC., DUTTON ASB:=STOS CO., DUTTON
AsBiSTOS & SUPPLY CO,, WESTERN
ASBZSTOS CO., BAY CITY ASB:STOS CO.,
LTD., CORK INSULATION CO,, INC.,
WESTERN FIBER GLASS COMPARY, GENERAL
INSULATION & RUBBER CORPORATION
ARMSTRONG CORK CO., JOHNS MANVILLE
SALES CORPORATION, C. G, MOORE & CO.,
J. T. THORPE & SON, INC., M. R.
CARPENTER, AETNA INSURANGE COMPANY,
STATE COMPENSATION INSURANCE FUND,
INDUSTRIAL INDEMNITY EXCHANGE,
INDUSTRIAL INDEMNITY COMPANY, LIBERTY
MUTUAL INSURANCE COMPANY, TRAVELZRS
INSURANCE COMPANY, STANDARD ACGIDENT
INSURANCE COMPANY and PACIFIC EMPLOY SRS
INSURANCE COMPANY,

......

' Defendants

Reconsideration having been granted herein anqithe
matter having been carefully considered, including transcripts
of the testimony, as well as the record as a whole, this Commis~
sion now concludes that fgrther proceedings are not essential
for the disposition of the claim and makes its Decision after

Reconsideration as follows:



herein.

N
~3

1 : FINDINGS OF FACT

2 .; 1. John E. Swartout, while employed as an asbestos worker
3 i in the County of San Francisco, State of California, on January

I : 10, 1955, by Western Asbestos Company, sustained an injury arising
5 : out of and occurring in the course of his employment, consisting

6 : of substantial and material‘exposure to asbestosis. At said time,
7 : the employeet!s wages were maximum, .

8 ; 2. There may have been like exposure in other employments
9 : both within and without the State of California.

10 ; 3. Applicant has slected to proceed againsﬁ the Western

11 : Asbestos Company and its insurance carrier, the State Compensation
12 : Insurance Fund, pursuant to Labor Code Section 5500.5.

13 : L. Said injury resulted in temporary t;tal disability

14 : beginning on January 11, 1955, continuing to and including June 5,
15 §= 1956, ontitling the employee to temporary total disability indem-
16 : nity at the rate of $35 a week in the total sum of $2,555,

17 : 5. The evidence establishes that said employee failed to
18 : give defendants novice of his nced for medical treatment to cure
19 : or relleve him from the effects of said injury.

20 : 6. The employee dicd on June 6, 1956, and the evidence

21 ; establishes that said death was proximately caused by the injury
22 ; herein.

23 : 7. The application for adjustment of claim was fifﬁd'

28 : herein within one year from the date of said injury.

25 i 8. The cvidence fails to establish that defendants or any
26 ; of them have been prejudiccd by lack of notice of the cla;m asserted
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examination and report by Dr. Allan E. Moe required to success-
fully prove his case,

12. Applicant's counsel, Smith & Parrish, have performed
services of the reasonable value of $500.

AWARD .

AWARD IS MADE in favor of Bergit A. Swartout and against
the State Compensation Insurancg Fund of acerued temporary disa-
bility indemnity commencing January 11, 1955, to and including
June 5, 1956, at the rate of 335 a week in the total sum of
$2,555, payable forthwith.

AWARD IS FURTHER MADE in favor of Bergit A. Swartout and
against the State Compensation Insurance Fund of a death benefit
in the amount of $7,000, payable at the rate of $35 a week begin-
ning June 6, 1956, less $600 payable to Smith & Parrish as
attorneys' fee.

] AVWARD IS FURTHER MADE in favor of Bergit A. Swartout and
against the State Compensation Insurance Fund for burial expense
in the amount of 3400,

AWARD IS FURTHER MADE.in favor of Bergit A. Swartout and
against tﬁe State Compensation Insurance Fund of the sum of 335
for medical litigafion costs, payable to Dr, Allan E. Mog!

IT IS ORDERED that all payments herein shall bear interest
as provided by Labor Code Section 5800.

INDUSTRIAL ACCIDENT COMMISSION
OF THE STATE OF CALIFORNIA

F.AJLawrence



BERCIT A. SWARTOUT v. MUNDET CORK CORP., HARRY A. DUTTON,
INC., DUTTON ASBESTOS CO., DUTTON
ASBESTOS & SUPPLY CO., WESTERN
ASBESTOS CO., BAY CITY ASBESTOS CO.,
LTD., CORK INSULATION CO., INC.,
WESTERN FIBER GLASS COMPANY, GENERAL
INSULATION & RUBBER CORPORATION,
ARMSTRONG CORK CO., JOHNS MANVILLE
SALES CORPORATION, C. C. MOORE & CO.,
J. T. THORPE & SON, INC., M. R,
CARPENTER, AETNA INSURANCE COMPANY,
STATE COMPENSATION INSURANCE FUND,
INDUSTRIAL INDEMNITY EXCHANGE,
INDUSTRIAL INDEMNITY COMPANY, LIBERTY
MUTUAL INSURANCE COMPANY, TRAVELERS
INSURANCE COMPANY, STANDARD ACCIDENT
INSURANCE COMPANY and PACIFIC EMPLOYER
INSURANCE COMPANY ~

June 6, 1958 Case No. 169-171

REPORT OF PANEL ONE ON
DECISION AFTER RECONSIDERATION

The record reflects that decedent, while employed as an asbestos
worker on January 10, 1955 by Western Asbestes Company sustained an
injury arising out of and occurring in the course of his employment,
consisting of substantial and material exposure to asbestosis. The
record further reflects that there may have been like exposures in
other employments both within and without the State of California.

The injury caused total temporary disability from January 11, 1955
through June 5, 1956, Employee's death on June 6, 1956 was proxi-
nately caused by the injury herein, entitling applicant to death
benefits. .

It appears from the evidence that decedent failed to give notice to
defendants of his need for medical treatment.

Applicant is entitled to the statutory burial éxpense and to medico-
legal expense of $35, payable to Dr. Moe. .

Applicant®s attorneys have rendered services herein of the reason-
able value of $600.

It is the opinion of the Panel that the claim is not barred by the
statute of limitations and that the evidence fails to establish that
defendants have been prejudiced by lack of notice of the claim
asserted herein. ' : . .

Decision after Reconsideration should issue accordingly.
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DEFORZ THE IMOUSTRIAL ACCIDINT COMMISSICH CP IHI BIATE OF CALIFGRN|
CLAIN RO, 165-1T3

BERAYT A, SHARTOUT,
Applieant
VB,
HOUOET CORE OO!\P.. mm Ao mn.
ml Am ﬁ
mém & SUPPLY CO,, WARTEXM

ASBITGS CO., BAY CITH ASDESTOS 0., BELACIY Y
1¥D,, CORX INSULATION m\u IMC.s )

INSUIATION & RUEB3R mmh
ARHSTROND CORE C0,, JOBMG MANVILLE

SALES CORPORATION, Ca Co MOORE & CO., ;
3. g. ma . Wﬂ. m.‘ l!. Rq
CANPINMTER, AKTRA XASURANCE mm.
ETATE CONPINSATON XISURANCE PUND

DCUSTRIAL

COXNPENSATION INSURARCE FUND, defendonts heredn, with thedr Petitlcs
for Wlmt of Qocupttionsl Award and Contributicn fAmong
Partios Defendont and in this connection roﬁmm allezo that:

1, On June 10th, 1958 dectaion after rocooaliderstien
wei isgued by this honorgbis Comaission asanrding cexthin tesporary
disebility indemity bonefits and doath bunefits sgainat the State
Cocpensaticn Insurence Aund in favor of Berglt A, Swartout,
gpplicant hereln,
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cestiin payuants, .

3. Ir adiftion this Coouission found thet there “may
bave besn like mposure 1n other wplayments both within and
uithout the State of Galifornia® (decisicm aftoer rececmsldsration
filed Jume 10th, 1958), ' |

5. Tnis Comsizeior further found that the spplicant
has "electod to proceed BERinat the %eatern Lsbestos Company
snd its insurence carrier, tho State Compunsaticn lngurance Pund
purauant to Labor Cade Sectlon 5500,5% {decision after
vucongideration filed Juns 10th, 1953),

6., The varicus cployers of Joha E, Swartout during hls
aexpooire to asbestonis have heretafore been Jolned ap parties
defendent herein and ghould now Le reguired to contribute their
Jost portion of the 1isbility essessed sgainst your petiticncs on
mcoourt of the industrislly caused {nfury &nd subsequent dsath
suffered by John ke Swertout. | |

WHEAZICRE, it 18 rerpectfully roQuested that pursumrt to
the proviziens of Leder Code 5500.5 urther proceedings bo now
ardered sgainat the abowe nased cefendants for the purpose of
detemaining &n apporticoment of 2iability sscng the partics defon
psreviously Jolned or right of contribution st which procesdtus al
of the sbow ramsd Jefendants be crdered 40 spperr 2nd defend,

Coplos of this petiticn have been mallsd e the date
heveofl to the partisa listed oo naxt page. -

Reapedtiully sutmittod,
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Pirgnoial Contes Bldg.
Calcland 12, Califormia
¢ = Hurdet Cork Coarp.
7101 Yonnells IAIW‘J
- Horth Bergen, Bow Jersey
e-mttmhmmhﬂmly Co.
532 ftone St,
5 'm&m ;t Goe
R San Prancisco ¢

8 - g 23 Asbostea Coa

caurnmm o
€ - M Imuntm €o., Irac.
730 = S5th Avenue
How York, B.Y.
C - u&?tm F%hg Glazs Co.
Zan Francisco, Califormia
o-mmllmzaum&mmcﬂ:\p
3247 Hain Street t
B Centre, Califania
¢t = Arwatrong Cork Co.,
- gmm’t;; Pumsgylvnnm
e - Johne ville plon Cb!!’.
22, fast 40th Btrest
How York, N.Y.
c - 0. c. MN & cb-
850 Miasion Streot
a0 Frendisco, Califermia
e=-J. T & Son, Inc.
1351 Coatant Avenue
sryville, Califomiia
¢ - %, R, Carpomter
GOT Prost Borest
.'hcmto, Califoimia
Aot Insuranc

San Franclsco, Califvrnia
ft = Vihavty nuhm{ Thmivanesa M.




Barry Castleman's Insulators’ Workers Comp Files
CD-ROM Document #IWC /7 CLAIM DATE (454

CLAIMANT: DPEAN

Contains all documents found in the claimant’s file,
with 1 blank page between each separate document.
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? EMPLOYER ' Q mnon:wvou:: "ga C L)
: . * WORKMEN'S COMPENSATION BO '

3
. 055”2;8 plg.Cra, O PARK PLACE NEW YORK7,N.Y.
06008 Dth, William Dean

05961605 DisGtd,  2/7/55 DEC 1960 auf
R Y Y
CARRIER CODE CARRIER CASE NO, NOT'CE OF
clawany._ MTY Desd - PRELIMINARY HEARING
Anouss_az%:’m"‘::g‘r Averme PLACE: 50 PARK PLACE, NEW YORK, N. Y.
— wtovee_ Vemtmore Ashastos Co. | oare. Dee.1%,1960
aoDREss_27=16 BOLH Aves LoZCo M Yo || Twe 11030 AMe _pur, 30
Iambernens Mut.Xns.Co. Date of This Nofics
- :::EZ Spes Jumds Cens Com. 1)/30/60 Avim
200 vast ¥2nd 8¢.N.YL,
A, Markhoff,Raq, Arastrong Cork Co.
. | Woand & Cork Corp. ﬁfuritchnm K.X.Co
Corrior?:(&loz m: ‘#;u!g: report filed with the Boord and copy sent to t:: cxl;::n:,’o;h!a: that it is not required to

make payments in this case, or that its obligation is less than the amount being claimed. In order to set o date for Triol Hear-
ing on any issues that remain unsettied, o Praliminary Hearing will be held of the fime and place above sicted.

Both ciaimant and carrier are to be present, prepared to furnish in full detail all of the following information:
1. Nature of the disputed issues and of the evidence that will be produced ot Trial Hearing.

2. Names and oddresses or other identification of all witnesses oa whose testimony the parties will rely for proofs, includ-
ing both physicians and lay witnesses, and brief sictement of evidence sach is expected to give.

3. A day and hour when all witnesses and the parties con ottend for Trial Hearing.
4. The time each party will require to present testimony ond to cross-examine wilnesses of the opposing party.

At the Preliminary Hearing the Referee will make findings on all issues not in dispute, or os to which dispute is withdrawn,
and will then fix o day and hour for Trial Hearing and estimate the time to be allowed for taking all testimony.

ON THE DATE SET FOR TRIAL HEARING, THE CASE WILL BE DECIDED ON THE
EVIDENCE PRESENTED, THERE WILL BE NO FURTHER ADJOURNMENT EXCEPT
FOR GOOD AND SUFFICIENT CAUSE STATED UNDER OATH BY THE PARTY
WHO HAS FURTHER EVIDENCE TO PRODUCE.

_. '%é-mzm@fe%
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September 27, 1960

Armstrong Contracting and Supply Corporation
Vorkmen's Compensation Claim

¥illiem Deen

The attached Notice of Hearing was received in this office late in the afternocon
of September 26. The hearing was ascheduled for 11:00 AM on September 28 at

the Workmen's Compensation Board, 50 Park Place, New York City. From the in-
formation available on the notice, it was almest impossible to determine whether
the hearing concerned determination of disability under the Workmenm's Compensatio
Law or under the State Disability Benefits Law. The date of the accident shown w
Yebruary 7, 1955, but our records failed to show any accident to & William Dean.
Payroll reported the employmwent of a Willdam D. Dean working out of the Atlanta
Office in 1947. It seemed improbable that this employee was the one in question.
Payroll also reported s W. Dean employed in New York State between June 15 and
October 2, 1959. In view of the date of accident, 1t seemed improbable that this
ipdividual could be the one in question. Being umable to identify this accident
in any respect, I called the Workmen's Compensation Board and requested infor-
mation on it. After identifying myself at least six times, I finally talked to
the individual responsible for this particular case. I was advised that Willlam
Dean died on December 6, 1953 and the date of February 7, 1955 was the datg
otﬁ.em designa bty the Board as the date for commencement of disability.
The deceased died of Lm‘ﬂu. It was at the hearing held In September, 1959
that the referee directed t Ammstrong Cork Company and two others be brought
into any further proceedings on the case. Why we)& did not receive a copy of thi
direotive I do pot know. The individual I conferred with at the Board was able
to furnish me with the social security number of the deceased, and we were thus
able o identify him as being employed by ACS from Juns 15 to October 2, 1959.
The social security number of the deceased is 097-03-2801., Since the hearing

to be held on September 28 involved apportionment to prior employers, it was
essential that ACKS be represented. .

Payroll furnished us with the dates of employment, gross earnings, and total how
worked by contract number for William Dean. These contracts were then identified
as to customer, job, and type of work performed. In each instance, the doceased
vorked as en asbestos worker. One of the contracts, 231955 was excluded from The
Travelers' Workmen's Compensation Policy since this insurance was provided by the
custcmer. The customer, however, placed the insurance with The Travelers so The
Travelers is concerned with all four contracts. The employment record of Willlan
Dean is attached.

Since The Travelers was not listed as receiving a copy of the Notice of Hearing,
I called the New York Office of The Travelers to inquire bf they had received ang
official notification. The gentleman I talked to wes & Nr. R, Eckberg of the
Vorkmen's Compensation Claims Section, and although he personally did not have
access to their file on this claim, he lmew that the individual responeible intel
1o appear at the heering in our behalf. Thia being the case, he said 1t was
unnocessary to send a copy of the Notica of Hesring or the individual's employme:
record at this time.

YalloatS

Wallece B. Hofferth
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Barry Castleman's Insulators’ Workers Comp Files
@ co-ROM Document # WC {f  CLAMDATE 162

CLAIMANT: tlyss

Contains all documents found in the claimant’s file,
with 1 blank page between each separate document.
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- 1 ICEIVED STATE OF CALIFORNIA Depsrimeat of lndustrial Redetions
i ot . .
. "j‘- JAN 101989 INDUSTRIAL ACCIDENT COMMISSION Dirisive of Industriel Acciderty
i

FILED

| Oakland Offico JAN 17 1962
|_Oaklqnd Officy APPLICATION :

FILE SIGNED ORIGINAL AND SIX COPIES , QOakland ijic_o
{PLEASE PRINT OR TYPE MAMES AND ADDRESSES) CASE NO. .. ~, ¢ e X
—JOHN W¥33 207 _Capp 3Jtreet SO

3an Prancisco, Califormia

vs. Social Security No. 558-0;-35‘92-_.._.-

_Mundet Cork Co. __4k0 Brannan Street
INrLOTER turLoved’'S i0DREYS

and many others San_grancigco,ﬂ_gg_lifomia _______

Aetna Casualty & Surety Co, 220 Montgomery Street

San Prancisco, Celiformia
1. JOHH WY33 . 10/14/9_.9_., alleges that while employed on. _Nov, 10, €

mANEI OF THFLOYER BAYE OF RiRTR DATE OF IRJVEY
s A1 ARbestos. worker . at .-xarious places_ . ... . .., California
SCCUPATION AT TIBE OF IRJURY CITY, TOWN OA FLACEK WHLIRL 'MJVERY QCCURRLD
Mundet Cork Co, .. ... — ., ...he sustained injury arising out of and in the course of the employment, 2+ follc

NARE OF UEPLOTIE

Exposure to. dust gnd_forsiegn aubatances OvVOr MARY JRATS.. .oeommmmsrmmimmees - resultin

LLPLAIR NOW JHI¥RY wAR RICEIVED

chest disability .. e e e e

ATATE WHAT PANTS OF 300Y WERE (NJUDLD AND BUDSIQUENT RINULTS

2. _.Aetna Casualty & Surety Co, . .. .. . .wr.'was the employer’s insurance carrier on date of inj

MANE OF JEQURANCE CONPANY O, if TOPLOYEN WAL ROY INSWEER, ATAYE WHNEITNER FELP-4RAURLID OR UMINBURCD

3. .November 10, 1961 to present e

PERIOOS OFF WORE DUE TO THE IRJURY . DATE INJVERLO0 RETURNED TO WORE DATE LAST SIDICAL 'U;.l;;-ﬂ
4. Was compensation paid?. no ' - 4§ ——
YES 9B RO TOTAL PAID WILELY PATYY DATE OF LAST PATRINT
5. Earnings at time of injury $.ee JOBX . @ oo . The basis of pay was.
WINTH ol wWilk ITATE PAY PIRIDO OX uOUlL‘I IAY' NOURS & DAY AND DaATE &
6. Was medical treatment needed?.._.... YEB. . Who furnished treatment?. ... .. BOLL e e e
T O% )

SivL NAGES OF BOCTORS WHO TREATED THL [NMJUST AMD STATL WHO PAID TREIK BILLS

Y
»

7. This application is filed to determine liability for:

2. Temporary disability... Y&3 b. Permapnent disabilicy. . _yB8c. Medical treatment .. ye8 d. Medical costs..

I Of WO Y18 04 WO TR & WO YIS 08 Mt

e Litigation expense .. ......... f.

T8 O8 RO STATE ANY QTHIR RTASON

59 OAK 1345

LIST CANE NUNBELS OF ARY OTHLD APPLICATIONS FILED

WHEREFORE, it 13 reqguested that & time and place be fixed for hesring and thet an everd be made granting sich relief a5 ms
proper under the Workmen's Com pensation Laws of California. -.
Died s Qak1and . . culifomia. . JAnuarv 10. 1962



N :_.:-:-'_ ’\

C e e s e et e e e Y b e v e ta ae

ga;ding the various listed exployers.

Cocn Company - No Record.

. Mundet Cork Corp. - No record prior to 12-31-39

fetna Casvelty & Surety Co., Policy 1C-110500, 12-31-39/4i4
" Policy 1C-10000, 12-31-%0/4%
" Policy €-20200, 12-31-L5/LG
. Policy 1-C32100, 12-31-L6/47
" Policy 1-Ch4800, 12-31-47/48
. Policy 1-Ckk800, 12-31-43/L9
" Policy 1-CTO600, 12-31-43/50
" Policy 1-C6720, 12-31-52/5%
" Policy 1-C23413, 12-31-60/01

Plant Rubber & Asbestos Works - No Record.
R. W. Giddings Supply Co. - No Record.
Bay Cities Asbestos Co., Ltd. - No Record.

Western Asbtestos Co. :
State Coupensetion Ins. Fund, Folicy $3224, 1927 chrough 1952

Standard Arbestos Co. - No Record.

Warren & Balley Cu. - No Record.

+
H



L. Thorpe & Son, Inc.
Pacific Zxployers Ins. Co., Policy C-59885, 9-30-38/39
" Policy C-T0781, 10-1-39/40
Industrisl Indemmity Co., Poliey CC-100021, 1-1-55/57

Plent Asbesios Company - Ko record prior to 10-1-39.
Pacific Buployers Ins. Co., Policy C-70782, 10-1- 39/1:.0
Polley C-T1790, 10-1-kO/L
" Policy C-T6G4S, 1-1-48 1&9
" Policy WCC-51378, 1-1-49/50
Industrial Indemity Co., Folicy CP-10065k, 1-1-56/57
Policy CP-608056, 1-1-59/60

Fisgh-Dee-Lish Corp. - No Record.

E. B. Badger & Sons Co. - Ko Record.

Harry A. Dutton, Jr., Dutton Asbestos Co. - Fo Record.

Van Arsdele Herris Iamber Co., Inc. - No Record.

Richmond Shipbuilding Corp. - Ko Record.

Weslern Precipitatiom - Ko Rocord.

Permenent Metels Corp. - Ho Record.

G. R. Dutton & C. A. Leighton, et al, Vestern Fiberglase Supply Ltd. - No Reccrd.

Frecac-lorentzen Co., - Wo Bacord.

Asbegtos Supply Co. of 8sattle - Fo Record.

Racoma Asbestos Co., Charles R. Brower & E. B. Sebarhagen - No Record.
Metel Cled Imguletion Co., Inc. - No Racord.

Jarmar & Olrea Co. - Fo Pecord.

Chas. R. Brower & Co., K. E. Seberhagen px?&;’iwpres’c--‘ Ko Reoard.
\

The E. J. Bertells Co. S v
Fardwvore Mutusl Cesuslty Co., ro:ucy é‘2 ;340-3- 52/53
Chsrlens Ayers Co. - Eo Rccord. Qe "n. Cam e

-y wa -

1 ..

Piberglase Engineering & Supply Co. of the Eortlorest, Inc..- Not California.
Lortinvest Corkx & Asbestos, Inc. - Ko Record.

Arnstrong Cerk Co.
Trevelers Insurance Co., Policy RU‘B-EEE6210
Policy RUBn %‘39
" b 381y
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Joast Insulating Products (A Corp.)
Argonaut InSurance Co., Policy 86736, 5-1-55/56

Poliey 95792, 5-1-56/57
Pacific Employers Ins. Co., Policy WC-15163, $-1-57/58

Insulation & Asbestos Industry Works or North California Vacation Trust
Fund Locsl No. 16 - No Record.

Muldoon Company
Industrial Indemnity Co., Policy CG-50300%, T-1-56/57

Owens Corning Fibergless Corp.
Aetns Cesualty & Surety Co., Policy 31-C-822, 9-1-56/57
Policy 31-C-879, 9-1-57/58
" Policy 31-C-926, 9-1-58/59

Wm. Thomas Tuck - No Record.

Dan Caw
Industrial Indemnity Co., Pollcy CH-208831, L-21-57/58
Policy CN-216623, 4-21-58/59

Thos. €. Douglasas, Jr., Douglassg Insulation Co.
U.S.Fidelity & Guaranty Co., Policy CPJ- 1065, 6-19-57/58

Armetrong Contrecting & Supply Co.
Travelers Insurance Co., Policy RUB- 7226992, 1-1-58/59
Policy RUB-TT68159, 1-1-59/60
Harold G. Lorentzen, lorentzen Co.
Ixustrial Indemity Co., Policy CC- 60005&, -1-59/60
ArgonaLt In:urance Co., Policy 53569; 1-1-60/61
Policy 66875J 1-1-61/62
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////,~4WORKMEN‘S COMPENSATION APPEALS BOARD
v : ) STATE OF CALIFORNIA

JOHN W¥SS, - / { CASE NO. 62 OAK Tho?

Applicant OPINION

Vs
/

MUNDET’ CORK COMPANY, and AETNA
CASUALTY & SURETY COMPANY, et al

Defendants

Reconsideration was granted herein and the case refjurned to
the calendar for further hearing on the issue of proper parties
defendant. A -hearing was held and thereafter the parties filed a
proposed séttlement agreement providing for a lump sum paymentvto
applicant in the sum of $6,500.00, less attorneys' fees andlcosts,
and further providing that ;pplicant shall assume unpaid and future
medical and hospital expense. We find, from the record and the
settlement agreement, that no ﬁért of the proposed settleﬁent sum
is attributable to temporary disability indemnity.

It is the opinion of the Workmen's Cbmpensation Appeals Board
that the Compromise and Release Agreement 1s adequate and 1n‘phe
best interests of the parties and therefore should be approved.

Applicant's attorneys have rendered services herein of the

reasonable value of $650.00 and have advanced litigation costs in

LI

el e —— hﬂho-“f‘ nf annlic-a'rlt.




10
1l
12
13
14
15
18
17
18
19
© 20
21
22
23
24
25
26

27

®w 1 e g o~ w L

L \
' 0
N7
a) To applicant, John Wyss, by Aetna Casualty &
éurety Company, the sum of_$2,i9§755, less the
sum of $697.00 payable to Smith, Parrish, Paduck
& Clancy for attorneys' fees and costs...............$2,499.55

(b) To applicant, John Wyss, by the following:
State Compensation Insurance Pund................1,429.34

Plant Rubber & Asbestos Works, a corporation.......790.09

Pacific Employers Insurance COmMPany......s.es.0....158.01
Industrial Indemnity COMpPany....eevecesososonsences 215.48
Argonaut Insurance COmMPaNyY.veeeeeesssn .............581;80

Fireman's Fund Insurance Companyl.........L.L;)/{i.129.29
dﬁ;ﬁii@j Travelers Insurance COmMPany...eeeeeeeeceesssflocs...603.34

Ocean Accident & Guarantee Corp., Ltd...............843.1C

<>~

/ﬁ JLpJ United States Fidelity & Guaranty Company...... ceese25.0C
M}p Employers Mutual Liability Insurance Company

Ofv}isconsin-’.l.0.'!.'.0"0-.'!.'0.'..0.0....0"'25-0(

TOFAL $6,500.00

WORKMEF'S COMPENSATION APPEALS BOARD

2 0O

Service by mail to all partles/ps shown on Official Address Record




Barry Castleman's Insulators’ Workers Comp Files
CD-ROM Document # IWC | CLAIM DATE tae>

CLAIMANT: Geoans

Contains all documents found in the claimant's file,
with 1 blank page between each separate document.
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oA Tan INDUATRIAL ACCIDENS COMMISSION OF THE STATIL CF CALIROR
CASE NO. 63 CAK 11052
RCBSERT 0. COANS, ) ORDER APPRCVING

. COMPROMISE AND RELEASE
Applicant,

V.

LORENTZEN & CO., et al,
and ARGONAUT INZURANCE
COMPANY, et al,

Ld

‘Defendants.

The parties to the above entitled actlion having fil
a Compremise and Release herein, on July 2G, 1964, settling t!
above case Tor $6750.00, in addiiion to all sums which may ha
been pald previcusly, and requesting that it be approved; an
this Commission having considered the enti;e record, includin
said Compromise and Release, now finds that 1t should be ap-
proved; and,

GOOD CAUSE APPEARING THEREFOR,

IT IS ORDERED that sald Compromise and Release be,
1t 1s hereby approved, payable as follows: To applicant, in
lump sum, as follows:

$810,00 payable by Aetna Casualty & Surety 85.;-on

behalf of Mundet Cork Co., Filberglass Eng-
ineering and Supply Co., and Owens-Illinols
Fiberglass Co.;

25.00 payable by Zenith National Insurance Co.,
on behalf of Jackson-Hopkins Co.;

75.00 payable byv Employers Liability Assurance Co
Ltd., on behalf of Natlcnal Insulation, Inc
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$75.00 payable by United States Fidelity &
Guaranty Co.,

50.00 payable by Royal Indemnity Company;

125.00 payable by California Casualty Indemnity
Exchange;

125.00 payable by Argonaut Insurance Company;
( 350,00 payable by Travelers Insurance Company;

e —

575.00 payable by Industrial Indemnity Company;

1700.00 payable by Pacific Employers Insurance
Company;

2850.00 payable by State Compensation Insurance
Fund, less the sum of $750.00 payable to
Smith, -Parrish, Paduck & Clancy as at-
torney fee, less the sum of $300.00 pay-
able to Smith, Parrish, Paduck & Clancy
for living expenses advanced applicant,
and less the sum of $309.40 payable to
State of California, Department of Employ-
ment, in satisfaction of llien clalm.

INDUSTRIAL ACCIDENT COMMISSION

s f )
,;ﬁfigéif*’”jiglgg/éz

-/ 'MELVIN S. WITT,
- _ j Referee

7’

AUG 12 1864 o
Service upon (by A. Martin):

AI1 parties shown on Official Address Record.

P
[ 9

Q - )-—)—*1 C t"l:(..—-—
Signature of person serving orde

( SEAL)
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BEFCORE TUT INDRITRIAL ACCTDELT COREISSIOnN o0 THE STal O S.LVOTiA
-« .

RODERT 0, COANS, NG. OAX 11022

Applicant KHINUTES QF HEARING
. eP ’ ( CONTIRUED)
vs. | ARD
: ORDER DISMISSING
IORENTZEN & COMPANY, AND PARTIES LEFENDANTS
ARGONAUT DISURAKCE CORFARY, et el
Dafendants,

Place and Time: Oaklsnd - April 22, 196%, 9:00 a.m.

Referee: WITT
Reporter: Jordan
Appearansen: Apclicant rresent; reprasgnitec by Smith, Parrlsh, Foducl

& Clenoy, Attoraeys (Jfosegh E. Smith sppearing).

Azrpiean Fotorists Ins. Co., renresented by 7, E,
Cexrdignun, Atioraey,

Erployers 1iavility Assurance Corp., Ltd., and Zenith
Natl. Ini. Ce., represeated by J. Patrlck Goodsin, Atto

Assoc. Imdzrmity Corp., and ?aclfic.mployem Ins. Co.,
. represented by jallen & Filippl, Attormeys (Frank J.
PLIipnt apresring).

S.C.I.F,, reprzaentad by Willian Lowndzg, Attorney.

Arponaat s, Co., Calil, Casvalty Yné2rmity Ex¢h., Roy
Incoendity Uo., Jndted States Pldelity & Guaranty Ce.,
Stendard Aceldzat Ims, Co., Travelers Ina. Co., and
Filrexan's Jhand Ins, Co., rspresented by Hanne & Rrephy,
Attorneys HWiliisnm Broadbesl: appearing).

Aetna Casualty & Surety Co., reprecented by Sedgrlclk,
Detert, ¥osmn & Amold, Abtormeys (Theodore Helderz=mlle
arpesrinz).

Indebrin: Indemtty Cozmony represented by Re. €. layneh
Attorasy.

iparieen Foterista Insureags Corpeny's covzrags of C. 8. Brans, having
veen in 1945, while the eloimed oaupisynosd w3 in 1930, and o

COOD (11382 APFIARIED THEREISR: It 45 ordsred that Axtrican Mstorls
Issurance CGoorpiny be and it horoby 1c &lismissed o5 & poarty é@ctendan

. COOD CLISE APFLARTN: THEREIOR: 1Tt is orcered that Asscociated
Indemmiity Corporation amd Firgicents TPund Inaurance Conpany be

end they hereby are dlsmisced &8 perties defendanta.

GCOD CAUSE APEEARIWG THEREFOR; It 1s ordercd that Stendard Acclden
Insurance Compeny be 2nd if hereby 1ls disziisced as a party defendan



MEIVIN S, WITT, Referee GOANS OAK 11052
Ookland - 4/22/64

REPORT OF REFEREE

The parties arrived at a Coupromise and Release agreesmsat
in the sunm of $6750.00.

DISPOSITICNH: Talrivy days to ffile Comproxise and Release

d

1 8., WIPT, Ref'eree

MSYivnnd



January 14, 1964

FIFTY YEARS OF SERVICE

STATE

COMPENSATION
INSURANCE

FUND

Tndustrial Accident Commisslon
Room 3000, State Building

1111 Jackson Street

QCakland 7, California

IN REPLY REFER TO

AO4183
Robert 0. Goans

Re: Robert O. Goans vs. Western Asbestos Company (and others)
and State Compensation Insurance, et al
I.A.C, 63 OAK 11052

Gentlemen:

We are enclosing report of H, Corwin Hinshaw, M.D,, dated -
Octover 14, 1963.

A copy of thls report has been malled to the parties listed
below,

Very truly yours,

Charles M. McMillan
Attorney

Jr
Enc

ce.

Rovert O, Goans, 4232 - 25th Street, San Francisco, Californla
Smith, Parrish, Paduck and Clancy, 315 Financial Center
Sullding, Oakland 12, California . 3

Lorentzen and Company, 1155 Fifth Street, Oakland, California

Warren Manley, c¢/o National Insulation Company, 503 Polk Street,
San Franeclsco, California

Argonaut Insurance Company, 550 California Street, San Francilsco,
California



SR . Re: Robert A, Goans Page 2
T - AO4183

Hanna and Brophy, 1540 San Pablo Avenue, Oakland 12, California

J. Patrick Goodwin, 41 Sutter, San Francisco 4, California

F. E. Carignan, c/o American Motorists Insurance Company,
417 Montgomery Street, San Francisco 4, California

Western Asbestos, P. 0. Box 3784, Rincon Annex, San Franclsco,
California

Mundet Cork Company, 410 Talbert Street, San Francisco, Californla

Plant Rubber and Asbestos Works, 1300 - 6ith Street, Oakland, °

) California

Plant Asbestos Company, 1300 - 64th Street, Emeryville 8,
California _

Army Port Contractors, 1501 Maritime Street, Oakland, California

Van Arsdale Harris Lumber Company, Fifth and Brannan Streets,
San Francisco, California '

Bay Cities Asbestos Company, Ltd,, Sixth and East 12th Streets,
Qakland, California

Harry A, Dutton, Jr., Dutton Asbhestos Company, 532 Natoma Street,
San Francisco, California

C. F. Braun and Company, 1000 South Fremont Avenue, Alhambra,

California

: Asbestos Company of California, 941 - 16th Street, San Francisco 7
California

‘//Johns Mansville Sales Corporation, P. 0. Box 3784, Rincon Annex,

San Francisco, California

Marine Engineering and Supply Company, 941 East 12th Street,

. Los Angeles, California

mstrong Cork, 304 Shaw Road, South San Francisco, California

M. R. Carpenter, 907 Front Street, Sacramento, California

Caw Insulations, 3600 - 20th Avenue, Sacramento 17, California

Fiverglass Engineering and Supply, 1200 -~ 17th Street, San Francis
California _

Owens Corning Fiberglass Corporation, 1200 - 17th Street,
San Franclsco, California

Charles Ayres Company, 698 Minnesota Street, San Francisco,
California

Department of Employment, P. O. Box 3534, San Francisco, Californi

Coast Insulation Products, 2316 San Fernando Road, Los Angeles,
Califcrnia

Thomas C. Douglas, Jr., Douglas Insulating Company, 2233 Ingalls,
San Franclsco, California

J. T. Thorpe and Sons, 1351 Ocean Avenue, Emeryville, California

Armstrong Contracting and Supply, ¢/o Armstrong Cork, 304 Shaw
Road, South San Franclsco, Callfornla

National Insulation, Inc., 503 Polk Street, San Franclsco,
California ) .

Jackson Hopkins Company, Inc., P. 0. Box 490, *Bakersfield,
California

Kelly Asbestos, Inc., 2030 Grand Avenue, Kansas City 8, Missouri

Asbestos Products, Inc.,, 710 Raymond Avenue, St, Paul ﬁ,

]
i

Minnesota
Asbestos Products and Fabricators Corporation, 2316 San Fernando
Road, Los Angeles, Californla



Re: Robert A. Goans Page 3
AQ4183 :

Aetna Casualty and Surety Company, 926 J Building, Room 1308,

Sacramento 14, California
Employers Mutual Liability Insurance Company of Wisconsin,

114 Sansome Street, San Francisco 4, California
Standard Accident Insurance Company, ﬁ33 California Street,

San Francisco, California
Industrizl Indemnity Company, 350 Sznsome, San Francisco,

California
United States Fidelity and Guarantee Company, 444 California

Street, San Francisco, California
Employers Llability Assurance Corporation, Ltd., 1050 Russ

Bullding, San Francisco 4, California -
Fireman's Fund Insurance Company, 330 - 19th Street, Oakland 12,

California .“

Travelers Insurance Company, 1556 Webster Street, Oakland 12,

California
American Motorists Insurance Company, 417 Montgomery Street,

San Francisco 4, California :
American Employers' Insurance Company, Russ Bldg., San Francisco,
Zurich General Accident, 417 Montgomery Street, San Francisco,

California’

Industrial Indemnity Exchange, 350 Sansome, San Francisco,

California
Assoclated Indemnity Corporation, 332 Pine, San Francilsco,

California '

California Casualty Indemnlity Exchange, 550 Kearny Street,

San Francisco 8, California
Pacific Employers Insurance Company, 244 Pine Street,

San Francisco 4, California
Zenith National Insurance Company, 582 Market Street,

San Francisco, California

Argonaut Insurance Exchange, 550 California Street, San Francisco,
California

hpr
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H. CORWIN HINSHAW, M. D. A— a HL/ %’ /3\,\

HORTON C. HINSHAW, JR. M. D,
480 BUTTER BTREET
BAN FAANCIBEO B, CALIFORNIA

R\

TELEPHONE

Yuxon B-7I00 'Octoher 14, 1963
From: H. Corwin Hinshaw, M.D.
To: - State Compensation Insurance Fund
525 Golden Gate Avenue
‘San Francisco 1, California
Subject: Robert O. Goans

" REPORT OF SPECIAL MEDICAL EXAMINATION

A04183 - i

Mpose of the Examinations

To determine Mr, Goans' present physical condition with special reference to his

. reported pneumoconiosis attributed to exposure while doing insulation work over &y

of 43 or 44 years.

The patient states that he has worked a8 an ingulator since a young man, less than ]
of age, during the period of World war 1. He says that over these years he has use
many different kinds of ingulating materials particular asbestos and corrugated pap«

‘during early years and during the last four years or so has been concerned mainly v

fiberglass insulation. He says that he has worked in all kinds of construction incluc

‘ships and public buildings, Usually the work has involved the insulation of pipes an

boilers rather than walls. Frequently the work involved insulation of both hot and ¢
air duct lines, He says that frequently there was dust and aometimes he was requir

.work in relatively closed poorly ventilated spaces,

He considered himself to be'well and had no complaints until recently, He says thaf
three or four yeara ago his union made arrangements to have members take x-rays
a year at the Kaiser Hoapital in Oakland, California, He believes that his first x-r!
made about three years ago and that he had never had an x-ray of the chest made be:
He was told at that time that there was evidence of gome dust in his lungs, at first ¢
"on the bottom of the lungs" but in more recent years that this was worsening and tt
invoived not only "the bottom" but algo '*'the top of the lungs®. When informed that t
was progressive disease he went to see a physician {n San Francisco, 2

Doctor Walter Kolman (3490 - 20th Street), Doctor: Kolman confirmed the diagnosis
advised Mr, Goans to discontinue his work and to apply for disability benefits. The
patient states that he has been eager to continue working if possible until the usual
retirement age of 65 years but, of course, he is not willing to run any risk of serion
pulmonary difficulty, He saya that it is not posaible to escape all exposure to dust 3
occupation and that he would not be able to find a job in this industry that does not in
dust exposure. bt e

- - ) ey 61983

NAKL | CPRAL



+ Qctober 14, 1963

H. Corwin Hinshaw, M,D.
State Compensation Insurance Fund
Robert O, Goans

He says that he had had no significant symptoms during previous years and he recite

-an instance of excessive physical activity about 1936 in connection with a deer huntir

expedition he was forced to run for a distance of about one and one-half miles and th
was done without serious difficulty. He says that he worked at an altitude of about &
feet in the vioinity of Reno about two or three years ago and he does not recall any
difficulty breathing at that altitude. Since learning of his x-ray changes he has note
cough and expectoration, especially during the last year or two, shoriness of breath
mostly during the past year or two, He says that if he walks slowly for a moderate
distance he would not have any shortness of breath but if he attempted to walk rapidl
did some other unusual effort that he would become short of breath and stop. He ha
chest pain on such occasions. He says that he algo has developed a cough in the las
years or so, He ooughs up some sputium which is never bloody and apparently is ne
-green or yellow pus. He has not done any work at all the ]ast nine months or 80,

. Present Symptoms:

Porsonal Habits: .

He says that his general health and strength would be satisfactory except for his lun
difficulty. He does not believe he has lost any weight in the last year although his p
weight is about 10 or 15 pounds below his usual weight,

Respiratory Symptoms ~ He says that he has a mild cough in the morning with expec
of clear sputum, He has never expectorated blood. He has never had asthmatic sy
such as wheezing, no chest pain, He has moderately severe shortness of breath on
unusual activity as described previously. He is not particularly prone to develop
respiratory infections.

Cardiac Symptoms - He has never had a heart attack, He has no anginal pain, no
palpitation, no swelling of the ankles,

Gastro-intestinal Symptoms - His appetite is satisfactory, no abdominal pain, no
constipation or diarrhea, no difficulty swallowing.

Genito-urinary Symptoms —~ No frequency, no nocturia, no pain, no obstruction to tt
of urine or any other symptom to suggest kidney or bladder disoxrder.

Eyes - He says that he has a cataract in his right eye. The left eye gives satisfactc
vision. His hearing is satisfactory.

No symptoms related to the nose, sinuses, etc.

Neuromuscular, Skeletal, Ceniral Nervous System - No paralysis, no weakness, nt
bone or joint symptoms, no ceantral nexrvous system disorders.

»
a»
L3

He smokes 20 to 30 cigarettes a day and has all of his adult life, He drinks regular

‘says_that he always has a '"shot' before breakfast and sometimes drinks as much as

a pint a day. He says that he has never become Intoxicated and does not go on drink
sprees but drinks these amounts on a regular basis. He has been maxried twice, )
first wife bore him one child but he does not know whether that child is still living.

has been married to his preseat wife for 38 years, They haye had-no.children. He

_that his wife has suffered from colitis. He does not know about. the health of his mo
and father, having had no communication with them since 1926!* “Theyowhis3living 1

IR 0 e
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Page 8: . October 14, 1963
rom: H. Corwin Hinshaw, M, D,
03 State Compensation Insurance Fund
Subject: Robert O, Goansa
Btate of Missouri. He is not sure how many brothers or sisters he hag but thinks the
' were soven or eight in the family. He has not had any contact with them for many ys
Past Medical History:

In 1950 he had an injury which included a fracture of hig left heel and waa in Sutter

Hospital in Sacramento. He does not know whether he had an x-ray of his chest at th
time or not. His physician was Doctor Horn,  He also sprained his right wrist but &
did not require hospitalization, He has never been in a hospital in any other ciroumt
He has never been in military service, He has not had any serious childhood disease
He has never been hospitalized for any other condition. He doesn't believe he has ev

‘pleurisy, pneumonia, jaundice, rheumatic fever, malaria, syphilis, other accidents
‘injuries asgide from thoge mentioned, no hay fever, asthma, heart attacks, ete.

THE FOREGOING PORTION OF THIS REPORT WAS DICTATED IN THE PATIENT'S
PRESENCE ON OCTOBER 11, 1963.

" . Physical Examination:

General Appearance ~ The patient's gensral appearance is satisfactory. He looks lik

well man and he seems to be frank and cooperative. . His appearance is consistent wi

his statement that he is of partial Cherokee Indian extraction and part Anglo Saxorn.
Blood Pressure --Abnormal, consistently elevated to a level of 180 to 200 ﬂystolic ar
90 diastolic.

Pulse - Normal, €4 and regular,
Temperature ~ Normal, 98,4°,
Eyes --Pupils are round, regular and equal, reflexes to light and aceommodation nor

. external ocular movements are normal,

Oral Cavity - No significant findings,

. Lymph Nodes ~ None are enlarged or diseased.
. Thyroid - Normal, Breasts Normal., Skin Normal, no cyanosis,
- Chest Wall - Shape is within normal limits. Respiratory excursion satisfactory. No

tenderness.,

Lungs - -Percussion note normal, breath sounds within normal limits. No wheezes
heard, There were a few basal rales rather coarse and aymm'etricall,y distributed or
both sides, suggesting pulmonary congestion.

Heart - Size indeterminate, rhythm regular, no murmurs or othex abnormahties
detected. No distention of nack veins in the upright position.

Abdomen - No enlargement of liver, spleen or kidneys, 'No abnormal masses palpate
No unusual tenderness.

*

- Electrocardiogram;

Auricular Rate 70, Ventricular Rate 70, Rhythm Sinus, T Waves Normal, P-R Intery
0.16, Q-R-S Interval 0,06, S-T Segment Isoelectric, Position semi-vertical

. Electrical Axis Normal, e
- REMARKS: - Normal record.

.. _ noy 6 1963
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From:
To;

Subject:

. October 14, 1963

B. Corwin Hipshaw, M.D.

- State Compensation Insurance Fund
. Robert O, Goang

Urinalysis: . {(Gerson R. Biskind, M.D. - Medical Laboratory)
Color Yellow, Turbidity Clear, Reaction pH 6.0, Spec. Grav. 1,021,

. Albumin Negative,. Sugar Negative, Urobilinogen (normal pos. 1:10) pos. dir.
‘peg. 1:10, Epithelial Cells rare sq., RBC/hdf 0, C/hdf Oco., Casts 0, Bacter!
. Crystala 0, Mucus Threads 0.

. Complete Blood Count.

Hemoglobin 97%, 15.0 Gm., Erythrocyte Count 4.98 Million, Color Index 0.97,

. Leukocyte Count 9,400, Polymorph. Neutr, 59%, Filamented 58%, Nonfilamented
Eosinophbiles 1%, Basophiles 0%, Lymphocytes 34%, Monocytes 6%.

Rare atypical lymphocytes noted; the red blood cells and platelets appear norr

Blood Serology:
VDRL - Nonreactive,

. Kolmer - Nonreactive.

. X-ray Examination of the Chest:

Stereoscopic and left lateral projections show a bony thorax within normat limits
heart shadow is questiopably enlarged and the aortic shadow is prominent. Both
hemidiaphragms are irregular in contour and hazy in outline. Most impressive

fine linear densgities extending out from both hilar regions into the base of each ]
some less distinct and coarser strands extending into the right apex. There is :

.of the right cardiophrenic angie but it is unclear whether this is cardiac or puln

origin and most likely it is a distortion of the cardiac outline produced by pleur:
IMPRESSION: The appearance is that of diffuse rather extensive and moderatel

“pulmonary fibrosis such as is seen in cases of ashesiosis. . The pleural changes

compatible with this diagnosis.

Testg of Pulmonary Function: -
One sacond forced expiratory volume - 2.2 liters, two seconds 2,6 liters, tkre
2.9 liters and total 2,9 liters.

Maximal Breathing Capacity - 68 liters per minute,

IMPRESSION: The picture 1s one of moderate restrictive lung disease with ne:
air flow rate (175 liters per minute on the spirogram). . Such restrictive disea:
in pulmonary {ibrosis, congestive heart fajlure, etc. The ventilation as meas
should be adequate to permit moderate physical activity in so far as’such an e
can be made by these methods.

Discussion and Summary:

This patient has definits elevation of his blood pressure, moderately severe p
fibrosis (presumably asbestosis) and symptoms of reduction in exertion toler:

“only recently,

i

On the basis of our x-ray findings and his history of exposure, it seem? prbol
s



Page 5: . October 14, 1963
From: H. Corwin Hinsbaw, M.D,
To: State Compensation Insurance Fund

Subject: Robert O. Goans

‘Discussion and Summary CONTINUED:
his pulmonary fibrosis has been present for many years, that it is of occupational
origin and due principally if not entirely to exposure to asbestos fibers.. His sympt
are described as having been of rather recent origin and I suspect that the cardiac
stress of his hypertension may have been the recently added factor which has comb!
with the pre-existing and probably longstandlng pulmonary fibrosis to produce the
symptoms.

Since Mr. Goans is so near to his normal retirement age, he is eager to remain
employed until the age of 65. It is my opinion that it would not be deleterious to hi
phygical welfare.to continue working provided he can be assigned to tasks that don
involve inhalation of pathogenic dusts or fibers in the air.

- He should be under continuous medical supervision and if the hypertensive trend c:
_he should probably receive antihypertensive drugs. In the event that these are ma

effective in relieving his symptoms, it would tend to confirm the belief that the ca
‘aspect of his disability was an importiant one,

Previous x-ray films have not yet been obtzined for comparison with current film

. The most reliable method of analyzing his cardiac and hypertensive status would?!
admit him to a hospifal for a week or two of appropriate treatment designed to ¢o
his hypertension and to relieve any pulmonary congestion produced by this cnndit
However, the existence of pulmonary fibrosis of occupational origin has been
satisfactorily established by present studies, in'my opinion.

. Very truly yours,

.H. Corwin Hinshaw, M.D.

HCHDF

e

. : . . RECEIVED

------- CENGY T
jigy GA9S3F Lege

e Erny



Barry Castleman's Insulators’ Workers Comp Files
@ C0-ROMDocument#WC 22 CLAIM DATE

CLAIMANT: STAPLES

Contains all documents found in the claimant’s file,
with 1 blank page between each separate document.



Armstrong list == John Staples, California ; WW

The only defendant of interest besides Armstrong is Mundet Cork, Mr. Staples

had about 10 years of pipe covering work, including less than a year total with
"Armstrong Construction”, The claim wag filed May 17, 1962, Tho parties applied
to the Commission for approval of a Compromise and Helease Agreemsnt January 11,
1963, and this was approved February 1 1963. Total amount paid was $9,250, of
which $821.80 came from Armstrong's carrier, Travelers., It appears from the reports
of doctors from both sides that Staples had partlal disability from asbestosis,

at the age of 37.

July 25, 1978

it Quleitor oo e



BEFORE THE INDUSTRIAL ACCIDENT COMMISSION OF THE STATE OF CALIFORNIA
CASE NO, 62 LB 19396
-

JOHN D, STAPLES,

Applicant

BAKER PERKIN3; J. T, THORPE;
C., F, BRAUN; COAST INSULATING;
OIL FIELD CONSTRUCTION;

CONTRACTOR;
G: REECE

;3 R. T. DINWIDDIE;
KIRCHER ASBESTOS; EEEDET CORK CORP, ;
LOS ANGELES CORK; 3
PLANT ASBESTOS;
AMERICAN MOTORISTS INSURANCE CO,;
CASUALTY INS, CC, OF CALIFORNIA;
STATE COMPENSATION INS, FUND;
ZURICH INSURANCE COMPANY;
PACIFIC EMPLOYERS INSURANCE CO,;
ARGONAUT INSURANCE COMPANY;
TRAVELERS INSURANCE COMPANY;
NATIONAL AUTO & CASUALTY COMPANY;
AETNA CASUALTY & SURETY COMPANY;
MICHIGAN MUTUAL LIABILITY CUMPANY;
INDUSTRIAL INDEMNITY COMPANY;
AMERICAN EMPLOYERS INSURANCE CO,,

ORDER APPROVING
COMPROMISE AND RELEASE

~

Defendants

UVVUVHUVUVVHVUV

19

20 The parties to the above entitled acticn having filed a Com-

21
22

promise and Release herein, on January 11, 1963, settling the above

case for $9,250,00 in addition to all sums which may have been pald

23 previously, and requesting that it be approved; and this Commisasion

24 {(having conaidered the entire record, including said Compromise and

25 [Release, now finds that it should be approved; and,



1 (b) By Aetna Casualty & Surety Co. $1918.70
To:Sllver, McWilliams & Sherman as attorneys' fee $750,00
2 John D, Staples, applicant 1168.70
3 The following sums are to be paid to applicant by carriers as
‘designated:
4 ¢) Pacific Employers Ins,., Co, $1,4815.05
d) American Motorists Ins. Co. 1,005, g
5 ¢) Travelers Insurance Co, ‘821.80
E f) State Compensation Insurance Pund 800.00
i 8 g) National Automobile & Casualty Ina. Co. 703.85
: h) American Employers Ina. Co. 120.75
; 7 1} Zurich Insurance Company 120.40
J) Casualty Ins. Co. of Califormnia 57.40
8 k} Michigan Mutual Liability 39.20
1l) Argonaut Insurance Company 25,00
9 Total R .
10
11
12 INDUSTRIAL ACCIDENT COMMISSION
13 OWieca
1031.63 -
14 62 LB 19396 eferee
DATE FEB 1- 1963 oy
15
Names and Address of Persons Served:
16 -4 John D. Staples, 10634 Ceres, Whittier
—4 Silver, McWilliams & Sherman, 30& . Avalon, Wilmington
17 — Dept. of Employment, P, O. Box 1477, Santa Ana
—Jqu.hmx.@%r%s;m k400 E, Bandini, Los Angeles
18 -+ C. F. Braun, remont St., Alhambra
—~4 cal State Company, 8823 Mettler St., Los Angeles
19 —4 Coast Insulating, 2684 Lacy St., Los Angeles
-4 R. T, Dinwiddie, 8627 So. Atlantie, South Gate
20 ~4 Fiberglass Engineering, 5933 Telegraph Rd., los Angeles

Loa Angeles Cork, 4180 E, Washington, Los Angeles
| Kircher Asbestos, Box 6652, I'hoenix, Arizona
det 6116 Walker, Maywood
Construction, Box 947, Bakersfield

Plant Asbestos Co., 1550 W. 9th, Long Beach
Baker Perkins, 1000 Hess, Saginaw, Hichig
Reece Insulation Co., by Clari Reece, 4563 Valley Blvd., 108 Angeles
24 —4 3. T, Thorpe, 948 E, 2nd St., Los Angeles

Aetna Casualty & Surety Co,, Browdp-Spring, Los Angeles -ayoyw S, §
25 American Motorists Ins, Co., 3545 Wilshire, Los Angeles

Amorican Employers Ins., Co., 639 S. New Hampshire, Los Angeles
28 Argonaut Insurance Co., 1001 Wilshire Blvd., Los Angeles

faanalte Tre -—dt maw s m M= -~ -

21

22
23
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Names and address of Persons Served {co

Herlihy & Herlihy, 110 W, Ocean Blvd.,
Murray H. Roberts, 750 Broad Ave,, Wilm
Clopton & Penny, 639 South Spring St,,
Wallace & Brown, 300 West Coast Highway

ntinued):

Long Beach 2
ington

108 Angeles

s Newport Beach
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CASE NO, 62 LB 19396

JORN D, STAPLES -VB- BAKER PERKINS; J. T. THORPE;

. ¢. P, BRAUN; COAST INSULATING;
OIL PIFELD CONSTRUCTION;
ARMSTRONG CONTRACTOR;

FIBEROGLASS ENGINEERING;

REECE INSULATION; R. T. DINWIDDIE
PLANT ASBESTOS; MUNDET CORK CORP.
10S ANGELES CORK; KIRCHER ASBESTO
CAL STATE COMPANY;

AMERICAN MOTORISTS INS. CO.;
CASUALTY INS. CO. OF CALIFORNIA;
STATE COMPENSATION INS. FUND;
ZURICH INSURANCE COMPANY;

PACIFIC EMPLOYERS INSURANCE CO.;
ARGONAUT INSURANCE COMPANY;
TRAVELERS INSURANCE COMPANY;
NATIONAL AUTO & CASUALTY CO.;
AETNA CASUALTY & SURETY CO.;
MICHIGAN MUTUAL LIABILITY CO.;
INDUSTRIAL INDEMNITY COMPANY
AMERICAN EMPLOYERS INS. CO.

Referees GEORGE WESTWICK Injury: Between 1953 and
Dictated: January 31, 1963 Jury March 7, 1962

Silver, McWilllams & Sherman, by Richard McWilllams
attorneys for applicant
F, W, Carignan, representative for American Motoriats
Herlihy & Herlihy, by Kennis Jones, attorneys for Argonaut
Ins. Co. and American Employers
John Montgomery, representative for Travelers Insurance Co.
Nurray H. Roberts, by James Thomason, attorneys for Zurich Ins,
Clopton & Penny, by Robert Wills, attorneys for Pacific Exployer
Eugene Barmes, attorney for Industrial Indemnity
Paul Klein, attorney for State Comp. Insurance Fund
Wallace & Brown, by Gerald Brown, attorneys for Aetna Casualty
and Surety Company
Maury & Schuyler, by Rob R. Schuyler, attorneys for Michigan
‘Mutual Liability Company
Licker & McClure, by Robert Licker, attornmeys for National

Auto & Casualty Company
REPORT OF REFEREE ON ORDER APPROVING COMPROMISE AND

L O
Based upon the record the proposed settlement will be approved
as adequate,

Lien claim of Department of Employment will be allowed to the
extent of $996.22, This 1s pursuant to allocation proposed by the
parties. Notice of Intention to allow said lien in sald amount was
issued, and no objectlon was received during the time provided.

Silver, McWilliams & Sherman are entitled to & lien in the sum
of $50.,00 for living expenses advanced.

Both of the above liens are payable by Industrial Indemnity Company



i

JOHN D. STAPLES CASE NO. 62 1B 19396

from the amount designated to be paid by them,

Applicant's attorneys are entitled to a fee of $750,00., Said
fee 1s payable from the amount designated to be pald by Aetna

Casualty & Surety Company.

‘Reloree

GQW:ca : S ..

I
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| :‘Iohn 'R HronL L
ttorney at Law : .
3745 Long Beach Blvd,, ,JANI 11983
t Long Beach, California ol Fin :t
i Telephone: GArfleld L<O41) R Sl (TP
\m

BEFORE THE INDUSTRIAL ACCIDENT COMMISSION OF THE
STATE OF CALIFORNIA

| JOINT COMPROMISE AND RELEASE CASE NO, 62 LB 13396

| Joum D, sYAPLES 10634 Ceres, Whittler, Calif,

{ Applicant

: oyie

| ARNSTRONG CONSTUCTION 1400 £, Bandinl, Los Angeles
i €. F. BRAUN 1000 Rreemont St., Alhambra
CAL STATE CoMPANY - 8823 Mettler St., Los Angeles
{ COAST INSULATING | 2684 Lacy St., Los Angeles,Calif.
[ R. T, ol1nwi00IE 8627 So, Atlantic, South Gate
FIBERGLAS ENGINEERING 5933 Telegraph Rd.,Los Angeles

L A CORK L18p E, Washington, Los Angeles
| KIRCHII_! ASBESTOS, Box 6652, Phoenix, Arizons
W——M 6116 Walker, Maywood, Callfornla
| OIL FILLD CONSTRUCTION ~ Box 947, Bakersfield, California
PLANT ASBESTOS Co.,a corporation 1540 West 9th, Long Beach,Calif,
i BAKER PERKINS 1000 Hess, Saginaw, Michigan

Reece, dba

| REECE INSULATION COMPANY, Clark 4563 Valley Bivd, , Los Angeles
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ARGONAUT INSURANCE (€O, ' 1001 Wilshire Blvd,, Los Angeles

CASUALTY INSURANCE CO, OF CALIF, 810 South Spring, Los Angeles
a corporation

INDUSTRIAL INDEMNITY COMPANY 3745 Long Beach 8lvd,Long Beach
a corporation

| MICHIGAN NUTUAL LIABILITY c/o Brown Bros., Adjustors,

3517 vWest Sixth St., Los Angeles

NATIONAL AUTOMOBILE AND CASUALTY 6337 South Spring St.,Los Angelss
INSURANCE CO. ‘ a

1 PACIFIC EMPLOYERS NS, CO. 2484 Pacific Avenue, Long Beach
STATE COMPENSATION INS, FUND 3629 Atlantic Ave, Long Beach
TRAVELERS INSURANGCE COMPANY Ocean Center Bldg.,Long Beach

Terminal Annex

ZURICH INSURANCE COMPANY Box 3203
o Los Angefes

Insurance Carrlers Addresses

The parties hereto, for the purpose of Compromise only, here~

| by submit the following sgreed statement of fact.

| 1. That John D, Staples, the applicant herein, was born on June

| 24, 1925,

i 2. That John Staples, while employed as a heating and alr con-

3 ditioning Installer, for Ammstrong Construction, €. F. Braun, Cal

| State Company, Coast Insulating, R, ¥, Dinwiddie, Fiberglas Engin-
| baring, L. A. Cork, Kircher Asbestos, Mundet Cork Corp, & corpora~
; tion, 0it Fleld Construction Company, Plant Asbestos Company, &

| corporation, Baker Perkins, Reece Insulation Company, Clark Reece,

dba, 4. T. Thorpe and Weber Baking Company, at various wages, at
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1957 to July 31, 1957
’ 70“!9,

1 1| 3. Thet John D, Staples, alleges that as a result of thy sald

2 § Injuries, he has suffered a permanent disabl iy,

3 1 & That during the perlods alleged, the insurance companies were
s || as follows:

8 {(a) Armstrong Construction: Travelers Insurance Co,

6 :;??:rxsr, 1955 to July 29, 1955; R

7|

s |

9 |

March 2, 1962 to Marc 1962
(b) C. F, Braun: American Motorists Ins. Co,
RIS Y ATl vy S ALTL - N
(c) Cal State céégan;. No Record of Coverage
10 (d) Coast Insulating: Pacific Employers Ins. Co.
" May |, 1961 to ﬂay 1, 1962 _
(e¢) R, T, Dirwiddie: State Compensation Ins. Fund.
12 July 1, 1958 to July 1, 1959
13 .. {f) Fiberglas Enﬂlneerlng: Aetna Casualty and Surety Co,
, March 1, 1954 to September 1, 1959
14 | September 1, 1961 to September 1, 1962
15 | (g) L. A, Corks Zurich Insurance Company
o | October 27, 1959 to October 27, 1960
17 (k) Kircher Asbestos;s No Record of Coverage
" (1) Mundet Cork Co, a corp; Aetna Casualty and Surety Co.
18 December 31, 1960 to December 3}, 1961
19 ¢ (J) Otl Fleld Construction Co: Casualty Ins, Co. of Calif.
20 ; : January 1, 1954 to Jenuary 1, 1955
| (k) Plant Ashestos Co,,a corp; Industrial Indemnity Co,
21 a corporation
: danuary 1, 1960 to January 1, 1961
2§ (2! American tmployers ins, Co,
2 ; January 1, 1962 to January 1, 1963
| (1) Baker Perkins and Weber Baking Coir Michigan Mutual Liab,
. 24 January 1, 1953 to Janusry 1, 1954
2 (m) Resce iInsulation Co, Clark Reece dbas_
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understood, and intended by each and al) of the parties hereto,
that the amount set forth below will be pald and recelved in con-
sideration of the release of the above named Insurance carrlers
and each of them, together with & release of each and all of the
above named employers,
it is further agreed that the release herein and hereby

granted by the applicant shall extend and Inure to the benefit of
any and all employers, whether named In this proceeding or not,
5. That the actual weskly wages of tha employes at the time of

the claimed injuries sre in dispute; that the average weekly

’ wages are in dispute,

6. That applicant contends that he was tampq{arlly disabled as a
result of his Injuries; that defendants and each of them deny that
spplicant was temporarily disabled fron “is employment dus to any
Injury or Injurles,

7. That medical treatment was necessary and that such treatment
was obtalned by applicant on a selfe«procurred basis.

8. That the parties hereby agree to settle any and all clalms on

sccount of sald injuries by payment ¢f the sum of $9,250.00,
spportioned as follows,

a) Industrial Indemnlity Company: $2,221.95
b) Aetna Casuality & Surety Co, 1,918.70
c) Paclific Employers Ins, Co, 1,415,058
d) American Motorist tns, Co. 1,005.90
¢} Travelers Ins, Co, 821.80
f) State Compensation Ins, Fund 800.00
g National Automobiie & Casualty Ins, Co. 703.85

Amerlican Employers Ins. Co. 120.75
1} urich Insurance Co, 120.40
{ Casualty ins. Co. of Californls 57.40

Mlchlaan Mutuasl Liabllity 39.20
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which may have otherwjse been properly claimed under Labar Code

Section 4600 to have been the responsibllity of the defendants

i hersin,

8. (s) That the sum of $9,250,00 shall have deducted the follow=
Ing disbursements which shall be made directly to those persons,
.companies, corporations or flrms as set forth below and such dis-
bursements shall be made from the amount designated to bs paid by
Industrial Indemnity Comppny as set forth in |tem #8 abov;; that
the lereln disbursements represent reduced lien claims of record
and are payablo in amounts as follows:

) Ao F505 4 Lt J/?yw,.w«%, 14"..7;,«“ wrinncnd .

1#7% ,‘-'} T DEpr: oF EppployMenT.

Thet any sums due by sald Company 1ot exhaustedd by disburse-
went or attorneys' fees set forth Iin [tem #10 below shall be pald
directly to the applicant or as the Honorable Commission may
direct,

9., That all self procurred medical, If any, shall be the sole
responsibitity of the applicant and that the defendants, or any
of them, shall not be liable for any of sald expense, That the
defendants or thelr carriers, are responsible for medical treate
went and/or exsminations here-to-fore authorized by them, but

that all future medical shall be the sole responsibility of the
app| fcant herein. |

10. That the name end address of applicant's attorneys is Silver|
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settiomant the most practical solution to the problem posed by
protracted litigation as follows: whather applicant's Injuries
arose out of and were sustained In the course and scope of employ-
ment; date of Injury; Issue of occupational disease; applicability
of the Statute of Limitations; extent of apportionment allowable
as between defendants; applicant's actual earnings; spplicant's
sverage sarnings; extent and duration of temporary disability, If
any; nature, extent and duration of permanent disability, If any;
nead for further medical treatment; llability for self procurred
medical; 1iabllity for medical legal costs; (allowance of reductloq
of lien cfglm;? coverage for the petiods of employment alleged.
The applicant desires a tump sum settiement and to take con-
trol of hl; own medice]l treatment, The applicant, and the de-
fendants, separately and a3 a group, desire to buy thelr peace and
to svold the expense, delay, hazard and uncertainty of extended
litigation and to settle thalr differences for s sum cortnlnfﬂs§hd
spplicant feels that the llens of and

should be allowed In the sum oi
$ 4\ Jhe of the amount claimed. '

12, The undersigned request that this Compromise and Release
Agreement be approved by the Honorable Commisslion.

13. Upon spproval of this Compromise and Release Agreemant by thg

Industrial Accident Commission or a panel thereof and payment in
accordance with the provisions hereof, said employee releases and

foresver discharges 1ald employers and insurence carriers from all




1 § document s the filing of an application for adjuitment »f all
2 | clalms on behalf of the employee, and that the Commjssion may in
3 its discretion set the matter for hearing as a regular application
4 resarving to the parties the right to put in Issue any of the
% || facts submitted herein, and that {f hearing Is held with this
8 | document used as an application, tha defendants shall have avall-
7 | able to them #l] defenses that were avallable as of the date of
8 filing of this docurment, and that the Commission may thereafter
% || elther approve such a Compromise snd Release Agreement or dis~
10 § approve the same and Issue Findings and Award after hearing has
11 || been held and tho matter regularly submitied for decision,
12 | 15, 1In further considerstion of the payment in accordance hers~
13 | with, applicant agrees that this release applies to all unknown
14 | end unanticipated 'njuries and damages tesulting from such actions,
18 I casualties, avants end/or employments, as well as those now dise
16 § e¢losed, and all rights under section 1542 of the Clvil Cods of
17 & the State of California are hereby waived. California Civil Code
18 § Section 1542 reads as follows:
19 "A general releese does not extend to claims which the
creditor does not know or suspect to exist in his favor
20 i st the time of executln? the release, which [f known, by
; him, must have materially effected his setciement with
21 | the debtor.* o
22 | ITNESS the SIgnatur heroof this /% day Q?TWW/“’L/Hg’*’at
23 .x ( A (féfj’\'t/ {
gogg é étap es, Applicant
. 24 "’5{}1‘3"’ MCWILL 1AMS™ § .SHERMAN
25 \-Jv._...—»wf /
Witnesses ttorney tor
20 | 'Ih. 'ﬂ'urﬂd Annllransles &0 - :
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19 |

ttorney at Law
MIgHIGAK MUTUAL L!ABII. TY

By =

unrutzjméaurouoan AND CASUALTY
W

PACIFIC EMPLOYERS INS, CO. %
By (lefZer v 72”,3. . frteit 74

STAIE COMPENSATION INS, FUND
oy Lol XLl

TRAVELERS INSURANCE COMPANY
By A 4 /'71" 7

URICH lNSURANCE COMPANY

: day of - 2 st
AD,, 1| » before me_—7 w'/e "H"“i —
» 8 hotary € in andg

¥or the sald Ccunty and State, residing theres

in, duly commissioned and sworn, personally
ﬂpeared John D, Staples, known to me to be
the person whose name is subscribed to the

wlthln Instrument, and sckncwledged to me tha

he executed the same,

In Witness Whercof, | heve hereunto set my

hand ,and offixed m;lofflclal seal the day and
yh

year/ in this Certificate first above written.

L<<-‘-4);C7’{{| . f{a-(,(:




(. Successor Asbestos-Related Liability Fairness

Legisiation: Separating Fact From Fiction

HB 1430 is a Mainstream Proposal That Finds Strong Support

The

Voted out of North Dakota House of Representatives on February 11, 2009.

Similar laws exist in 7 states going back 7 years — Pennsylvania (2001), Texas (2003),
Mississippi and Ohio (2004), Florida (2005), South Carolina (2006), and Georgia (2007).

CSG adopted as Suggested State Legislation in December 2006.

ALEC model Successor Asbestos-Related Liability Fairness Act approved August 2004.

Voted out of Indiana House of Representatives on January 29, 2009.

Voted out of Indiana Senate on February 19, 2009, with unanimous support.

Voted out of South Dakota House Commerce Committee by unanimous vote on February 9,
2009, and out of the House of Representatives on February 12, 2009.

Bill is Limited; It Would Not Affect Hundreds of Companies

In the many years and states where similar legislation has been law, no company other than
Crown Cork & Seal has ever taken advantage of it, although if there are other innocent successors
like Crown they should be treated the same.

In an article dated February 11, 2009, plaintiffs’ attorney Steven Cooperstein of the Brookman,
Rosenberg, Brown & Sandler firm in Philadelphia candidly admitted that “Crown Cork is the
only company he knows of that has stepped forward and said it falls under [Pennsylvania’s
successor liability reform law].” Gina Passarella, Pa. Court Rejects Challenge to Statutory Limit
on Ashestos Liability, Law.com, Feb. 11, 2009, available at
http://www.law.com/jsp/article jsp?id=1202428178 1 79&rss=newswire.

Bill Will Help Workers, Retirees, Customers, and Shareholders

The bill is essential as a matter of fundamental fairness. Crown has already paid out more than
$600 million in asbestos-related payments even though it never made or sold an asbestos product
at any time in its history.

The bill is limited to strike a careful balance between providing fairness to innocent successors
while minimizing the impact on potential asbestos plaintiffs.

The bill would help preserve the jobs of thousands of American workers, many of them union
members, at innocent successor companies such as Crown Cork & Seal. Local unions have
supported this type of legislation because they know it can help preserve needed American jobs
and health care benefits.

The bill would help preserve the pensions and health care benefits of retirees of companies such
as Crown.

Crown retirees in North Dakota include one person in Senator Nething's district:
Roy Delapp; one person in Senator Hogue's district: Phillip Jones; and three people in Senator
Heckaman’s districe: Darrell Miller, Linda Smith, and Raiph Imler.

Passage of the bill would help prevent business disruption at companies that buy bottle caps, lids,
and cans from companies such as Crown. If competition is reduced in the marketplace as a result
of a Crown bankruptcy, these customers may be forced to pay more for their supplies. These
added costs would be likely to be passed on to ordinary consumers in the form of higher prices.
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The bill would help preserve the saving of ordinary Americans who are shareholders in
companies like Crown such as through mutual and pension funds. These individuals would likely
see their investments wiped out by a bankruptcy filing.

The Bill Has Only a Minimal Impact on Claimants

The bill applies only to innocent successors — i.e., companies that (1) made a decision to merge
before the 1972 adoption of federal Occupational Safety & Health Act (OSHA) regulations
governing workplace asbestos exposure, and (2) after the merger, did not engage in the business
of mining asbestos, in the business of selling or distributing asbestos fibers, or in the business of
manufacturing, distributing, removing, or installing asbestos-containing products that were the
same or substantially the same as those products previously manufactured, distributed, removed,
or installed by the transferor.

These restrictions were put in the bill at the request of powerful asbestos plaintiffs’ attorneys in
other states to minimize the impact on potential plaintiffs by limiting the scope of the bill to
innocent successors.

Plaintiffs are still able to coliect recoveries from premises owners and all other companies,
including asbestos product manufacturers and sellers, which cannot be deemed to be “innocent
successors.” There are now over 8500 defendants that have been named in asbestos personal
injury lawsuits.

Plaintiffs also can collect from trusts created by companies that have been forced into bankruptcy
as a result of asbestos-related liabilities. Trusts have been set up to pay claimants harmed by
those companies’ products. In fact, a mind-boggling amount of money is available to pay
claimants outside the tort system. According to one recent estimate, “the trusts will hold at least
$35 billion in assets and potentially as much as $60 billion.” Some commentators have even said
that “for the first time ever, trust recoveries may fully compensate asbestos victims.”

Furthermore, successor corporations are not granted complete immunity for lawsuits. Plaintiffs
allegedly harmed by a predecessor can collect from the successor no less than the same amount
they could have collected if no merger had occurred: the total gross asset value of that
predecessor at the time of the merger. The successor would receive credit for settlements or
judgments it has paid or committed to pay since the merger. The successor’s liability would
cease when it has paid or committed to pay as much as the predecessor’s gross assets would now
be worth (adjusted upward for the passage of time). Any successor that independently commits a
tort, whether before or after a merger, could still be held liable to the full extent of its own assets
for any harm it causes.

The Workers’' Compensation System Will Not Be Affected

Plaintiffs can continue to collect workers’ compensation benefits for workplace asbestos-related
harms since the bill does not apply to workers’ compensation claims.

Out-of-State Judgments Would be Respected

Some have asked what would happen if a person obtains a judgment against an innocent
successor in a state that has not adopted a law like the subject bill. Could that judgment still be
enforced here? The answer is yes. The Full Faith and Credit Clause of the United States
Constitution provides that the out-of-state judgment would be respected if the judgment were
sought to be enforced in this state.

The Bill is Constitutional

Every court that has ruled on the broad constitutionality of the law has upheld it.
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A broad attack on the constitutionality of the Pennsylvania law was rejected both by a
Philadelphia trial court and by the Pennsylvania Superior Court on Febmary 11, 2009. See
Vanaman v. DAP, Inc., 2007 WL 1385335 (Pa. Com. PL. Apr. 17, 2007) (Tereshko, J.} (granting
summary judgment to Crown Cork and dismissing all claims against it), aff’d, 2009 WL 325542
(Pa. Super. Feb. 11, 2009) (en banc) (holding that plaintiffs lacked standing to challenge the
amended law).

A Texas appellate court in Robinson v. Crown Cork & Seal Co., Inc., 251 S.W.3d 520 (Tex.
App.-Hous. May 4, 2006), review granted (Tex. Jan. 11, 2008), held that the Texas law did not
violate the Texas Constitution’s prohibition against special legislation.

The only decisions going the other way addressed the retroactive application of the laws to cases
that were pending on the date of enactment.

In feropoli v. AC&S Corp., 842 A.2d 919 (Pa. 2004), a sharply divided (4-3) Pennsylvania
Supreme Court held a prior version of Pennsylvania’s successor asbestos-related liability reform
law violated the Remedies Provision of the Pennsylvania Constitution, as applied, because the
law extinguished accrued causes of action. Importantly, the law was NOT declared
unconstitutional on its face, but only as it applied retroactively. The Pennsylvania law was
amended to address the retroactivity issue and the amended version has been upheld.

The Texas appellate courts have reached mixed decisions as to the retroactive application of the
Texas statute. The Houston appellate court in Robinson held that the retroactive application of a
Texas successor asbestos-related liability reform law did not violate the Texas Constitution's
prohibition against retroactive laws. On the other hand, in Satterfield v. Crown Cork & Seal Co.,
Inc., 268 S W.3d 190 (Tex. App.-Austin 2008), reh'g overruled (Oct. 7, 2008), an Austin
appellate court held that the Texas law could not apply retroactively to claims pending at the time
of enactment. The Texas Supreme Court has granted review of Robinson to clarify whether the
Texas Constitution permits retroactive application of the statute to cases that were pending at the
time of enactment.

The bill addresses the retroactivity issue by the inclusion of new language that was not in the
Pennsylvania or Texas laws. The bill states that “any provisions of these sections which would
be unconstitutional if applied retroactively shall be applied prospectively.” This language
addresses the issue litigated in Pennsylvania in feropoli and in Texas in Satterfield by allowing
the courts to decide, consistent with the North Dakota Constitution, whether the bill can be
applied retroactively.

The Bill Is Not a Vehicle for Broader Reforms

L]

In the seven states and seven years where similar laws have been on the books, there has never
been an attempt anywhere to amend them.

Legislators appreciate the bill for what it is - a surgical way to address fundamental fairness, help
retirees, help preserve American jobs (union jobs) at innocent successor companies, and help
prevent business disruptions for those companies’ customers while minimizing the impact on
asbestos plaintiffs. The bill is not a “foot in the door” for broader reforms.

The Bill Is Not a Corporate “Bailout”

The bill is not a bailout. Tt does not hand back to Crown Cork & Seal a single dollar of the
hundreds of millions it has already spent on asbestos claimns.

The bill is completely different than the current federal bailout of the financial institutions to the
tune of hundreds of billions of dollars for problems that the institutions themselves created.



¢ Some opponents have contended that a corporation should never be relieved from the
- consequences of its acts, no matter how innocent and no matter how long ago they occurred.
They have said let the “buyer beware.”

. “Buyer Beware” Does Not Apply Here

¢ Crown Cork & Seal has been dragged into asbestos cases because of its brief association as a
successor to a dormant division of a former competitor almost half a century ago. In 1963,
Crown spent $7 million to purchase a majority of the stock of Mundet Cork, a small family-
owned manufacturer which made bottle caps, just as Crown did. Before the acquisition, Mundet
had a side business making, selling, and installing asbestos and other insulation. By the time of
Crown’s stock purchase, however, Mundet had shut down its insulation manufacturing operation,
and Crown never operated this business. Within three months of Crown’s first purchase of
Mundet stock, Mundet sold off the assets of the insulation business to an insulation company.
Two years later Crown acquired the rest of Mundet’s stock and Mundet, now left with only
bottle-cap operations, was merged into Crown,

o All of this happened before the first federal asbestos regulations were adopted in 1972 and the
filing of large numbers of asbestos personal injury lawsuits that followed soon thereafter.

¢ There is simply no way that a company such as Crown could have ever foreseen that a $7 million
stock purchase almost fifty years ago would spawn over 300,000 asbestos cases decades later and
cost the company more than $600 million in asbestos-related expenses — even though the
company never made or sold an asbestos product in its 100 year history!

o If there was any way for a company such as Crown to have known that a merger almost fifty
years ago would threaten the company’s solvency today the transaction never would have taken
<. place. This is common sense.

Crown’s Current Payments Are Not Covered By Insurance

e Some have asked whether the asbestos-related payments that Crown is now making are covered
by insurance. The answer is no. Crown settled insurance coverage litigation related to its
asbestos liabilities many years ago and that money has been spent. The cost of the litigation
today comes right off of Crown’s bottom line.

Despite Reporting Profits, Crown’s Solvency Is Threatened

¢ Opponents have suggested that Crown reported profits in the last quarter, demonstrating that this
legislation is not needed. The argument misses the point.

¢ First, Crown is deserving of relief because the company has already paid out more than $600
million in asbestos-related payments despite the fact that it never made or sold an asbestos
product in its 100 year history. The legislation is needed as a matter of fundamental fairness.

* Also, Crown’s credit rating has been reduced to junk-bond status, and the company has been
forced to pay higher than prevailing interest rates on its borrowing, imposing on the company an
interest penalty of $100 million each year. This interest penalty plus claims payments have
turned an innocent $7 million bottle-cap acquisition into a nightmare for Crown and its thousands
of largely unionized employees.

The Federal Government Is Not an Adequate or Sound Backstop

* Some have boldly suggested that it is ok if Crown is forced into bankruptcy because the pensions
. of the company’s retirees will be protected by the federal government.



The federal Pension Benefit Guaranty Corporation does not fully guarantee workers’ pensions.
For 2009, the maximum guaranteed amount is $4,500.00 per month ($54,000.00 per year) for
workers who begin receiving payments at age 65. The maximum guarantee is lower for workers
that begin receiving payments before age 65 or if the pension includes benefits for a survivor or
other beneficiary.

Any pension that a worker would otherwise be entitled to above the federal ceiling would be lost
if Crown is forced into bankruptey.

Furthermore, the burden of funding the federal backstop would fall on ordinary taxpayers. At the
time of a soaring federal deficit and great economic challenges facing so many Americans the
prospect of paying higher taxes for a potentially preventable burden would not be well received
by voters.

Hospitals and Schools Will Not Be Affected

Opponents have falsely claimed that if the legislation is enacted, hospitals and schools would be
forced to incur losses stemming from asbestos removal (abatement), asbestos-related workers’
compensation payments, and premises owner liability actions. This scare tactic is unfounded.

Crown is not aware of any Mundet products in any school or hospital in North Dakota. Most of
Mundet's contracts were mulitary related. Crown has never faced a claim from a school or
hospital for the costs of asbestos abatement and the lack of claims leads the company to believe
that no Mundet products were ever in schools or hospitals.

Further, Crown is not aware of a single personal injury claim brought by an employee of a school
or hospital that would give rise to a claim for subrogation by the school or hospital for workers’
compensation payments made to employees.

Crown is also not aware of any premises liability claims against North Dakota schools or
hospitals for Mundet products on their premises.

Additionally, to help school districts with the expense of removing asbestos products, Congress
enacted the Asbestos School Hazard Detection and Control Act of 1980. That law authorized the
use of federal funds for local programs to locate and remove asbestos containing products from
schools.
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INTERNATIONAL ASSOCIATION of MACHINISTS

and AEROSPACE WORKERS
DISTRICT LODGE No. 160

AFFIIATED LCDGES: 79~ 130 —239-282 —289 - 297

£95% — 1350 — 1890 — 1735 3%16S 477TH 5T, STE 109

TACOMA, WASHINGTON 98409
(2531 472-9692

FAX {253} 472-9684
DON E. HURSEY, DIRECTING BUSINESS REPRESENTATIVE

ROBERT JAMES, PresiDeEnT
JOHN W. DECKER. SEcRETARY-TREASURER

February 19, 2009

Senator Jeanne Kohl-Welles

RE: SB 5964

| am unable to be present for your hearing on SB 5964 but | want to offer
the support of International Association of Machinists and Aerospace

(. Workers District Lodge 160 for your consideration. This legislation would
limit the future financial burden on companies like Crown Cork and Seal
who have found they are paying significant settlements in asbestos
litigation having never produced or sold a single product containing
asbestos.

Like everyone, the IAM is saddened for those stricken with asbestos
related ilinesses. This ongeing burden on our employer limits their ability to
be competitive within the industry. Also it has affected the company’s
ability to maintain industry standard wages and benefits. As the 1AM'’s
Business Representative servicing our members working at Crown Cork &
Seal in Olympia, Washington | have personal experience with this company
having worked in the Olympia facility for 17 years. We have great
employees working in a capital intensive, commodity market. Having paid
over one half billion dollars in settlements, the ongoing liabilities for the
company limit their ability to reinvest and forced their debt to junk bond
status, an additional financial penalty paid yearly.

) This bill requires that any corporation whose liability arises through a
. merger or acquisition must have paid out the full current value of the



acquisition in settlement before any relief is available. To our membership
it answers the question of when is enough, enough?

History has shown that there are multiple defendants in this type of
litigation. Providing relief to a local employer with significant investments in
plants and equipment, hundreds of family wage jobs and hundreds more
pensioners with heath care benefits is an appropriate action for the
legislature to consider.

The members of |IAM District Lodge 160 ask that you support this
legislation.

Thank you,

Daniel /%/;a'a/(

Daniel R. Morgan
Assistant Directing
Business Representative
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Clearing the Fog: Crown Cork & Seal and
Statements Made by Former Mundet
Employee E.J. Stansbury in 1983

Deposition Transcript of E.J. Stansbury

Some opponents of the bill have indicated that December 16, 1983 deposition testimony of
former Mundet employee E.J. Stansbury showed that Crown continued in the business of making
or installing asbestos products during the 90 days it owned Mundet’s defunct asbestos division
almost fifty years ago.

A review of the entire deposition transcript shows that Mr. Stansbury’s recollection of events
almost twenty-five years earlier was foggy, at best, and actually contradictory. The Committee
should not be misled as to clarity of the statements made by Mr. Stansbury.

Often, trial lawyers mention only a small section of the transcript on pages 23 and 24, which said:

Page 23
Line 10 A, I worked with Mundet from 1945 until they sold
11 their company.
12 Q. Who did they sell the company to?
13 A. Crown Cork and Seal.
14 Q. Now, when Mundet sold to Crown Cork and Seal,
15 did Mundet employees, that you know of, go to
16 work for Crown Cork and Seal?
17 A. Yes.
17. Q. And did Crown Cork and Seal continue to sell
18, Mundet Cork inventory?
19. A, [nventory?
20 Q. Yes.
21. A. Yes, for a period of time of about three months. They
22. only owned it for about three months.
23. Q. And would this inventory include 85 percent
24, magnesia products?
Page 24
Line 1. A Yes.
2 Q. And did Crown Cork and Seal continue in contracting
3 insulation after the purchase of Mundet Cork
4. company?
5. A. Yes.
6 Q. And did Crown Cork and Seal continue with the
7 same warehouses and same offices that were
8. previously occupied by Mundet Cork Company?
9. A. Yes.
10. Q. Did Crown Cork and Seal continue using products
1. and filling orders of products with the Mundet
12. name on them?
13. A. Yes.
* * *
18. Q. Did the 85 percent magnesia products that you
19. have described for us today that were manufactured

20, and distributed by Mundet Cork Company contain



.'\ 21 asbestos during the entire period, that you know
(N 22, of, that you worked for Mundet Cork?

23. A Yes.
e  What the Committee is often not told was that Mr. Stansbury’s essentially recanted this testimony
later on in the same deposition. He said:

Page 44
Line 8. Q. Had the Mundet Cork Corporation ceased the
9. manufacture of asbestos insulation products before
10. Crown Cork and Seal purchased control of
11. Mundet Cork Company? I'm not talking about the
12. distribution, but the manufacture and the
13. factory in New Jersey that you told us about?
14, A, Idon’t know. (Emphasis added).
15. Q. During the period of time when Crown Cork and
16. Seal owned control of Mundet for those three
17. months you have told us about at the end of
18. 63 and early 64, did Crown Cork and Seal run
19, any assembly line in that factory in New Jersey
20. making asbestos products?
21. A, Ido not know. (Emphasis added).
Page 48
Line 11. Q. Do you know of one single employee of the
12. contracting insulation division of the Mundet
13. Cork Company insulation division who went over
. 14, and continued some kind of work at Crown Cork
[ 15. ' and Seal?
- 16. A. No to my knowledge. Idon't know one. (Emphasis added).
s  Mr. Stansbury also testified as follows:
Page 43
Line 7. Q. .... When they sold to Crown Cork and Seal,
8. was the name Crown Cork and Seal ever put on
9, the building?
10. A No.
11. Q. Was the name Crown Cork and Seal ever on the
12. paychecks the employees were issued, or was it
13. still Mundet?
14, A. I think it was still Mundet. I really just—
15. I’ll say I don’t know.
* * *
24. Q. In your office there for your business during
25. the three months Crown had control of Mundet,
Page 44
Line |I. did you ever get any stationary that said
2. Crown Cork and Seal?
3. A. Not to my knowledge.
4, Q. As far as you known, did they go out and have
5. any paychecks printed out that said Crown Cork
6. and Seal on it?
7. A. No, not to my knowledge.

[



.'; Knowledge of Asbestos Hazards

N * Questions have also come up regarding Crown’s knowledge of asbestos hazards in the early
1960’s. Here, Mr. Stansbury’s deposition transcript is also illuminating.
Page 35
Line 16. A. First we or [ knew about asbestos being hazardous

17. to health was Silikoff started his experiments.
Page 36
Line 2. Q. Can you tell us approximately the year
3. Dr. Silikoff published his findings of his
4. stuffy into asbestos or your best recollection?
5. A. I would say it was published around the early
6. 70’s, late 60’s, might have been the early 70’s,
7. "71, somewhere in there.
8. Q. Before that distinction or finding that asbestos
9. was hazardous, did you yourself know about the
10. hazards of asbestos until you heard about the
11. work Dr. Silikoff had done?
i2. A. No.
Page 37
Line 23, Q. During the entire period of time you were working
24, for Mundet, from 1945 until the end of 63, look-
25. ing at ali the worker’s compensation claims, did
Page 38
Line . one single employee ever have a shortness of
. 2. breath or anything like that, saw any
e 3 kind of claim through your worker’s compensation
4 program?
5 Not to my knowledge.
Page 39
Line 7, Q. One of these lawyers was earlier asking you
8. who you were working for when you first heard
9. that asbestos exposure might be harmful to your
10. health, and you said you might have been working
11. for Mundet. Can we pin that down to when Dr.,
12. Silikoff published his experiments, is that
13. when you first heard of it?
14. A. Yes.
15. Mr. Budd: He already said he
16. heard about it in 1970.
17. A, 1970, end of the 70’s.
Page 40
Line 2. Q. In any event, if these years are right, you
3. certainly did not hear of any of Dr. Silikoff"s
4 work between 1945 and 1963 which was some years

5 before it had been published?

6. Al That’s correct,

7. Q. And during this period of time between 1945
3 and 1963, did you know anything at all about
9. the health hazards of asbestos?

10. Mr. Weber: As they pertain to



e l

11 workers using insulation

12 products containing asbestos.
13. (blank)

4. By Mr. Harmon:

15. Q. Did you know about any such dangers?
16. A No.

What Else Haven't You Been Told By Opponents?

Minutes of a Mundet Board of Directors meeting held on September 25, 1963, filed with the
Federal Trade Commission, indicate that “d report was made that the Magnesia Plant was
shutdown because of a lack of sales volume. It was noted that this would result in a reduction of
inventory as orders were filled from stock.” (Emphasis added). The FTC filing supports
Crown’s statements that the Mundet asbestos making operations were shut down before the
merger of the two companies.
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Just dust.

What percentage of insulators working on these
jobs would take advantage and wear these masks
that they made available on the jobs?

I couldn’t tell you.

Was it a large number or a small number?

A smzll number.

You have told Mr. Budd that the first time

you ever knew that exposure to asbestos could be
hazardous was some kind of.work the'union wasg
sponsoring that had come out; is that correct,
sir?

Corract,

Can you tell us what kind of work you're talking

about?

FPirst we-or I knew about ashestos being hazardous

to health was Silikoff started his experiments,

Yea, sir. Dpid you know abont Silikoff'g:
experiments when he was actually conducting
the experiments or --

I gnew of him, but 1t was quite a while before
they came out with the facts on it.

Did you know about the facts oxr the dangers of
exposure to asbestos before Dr, Silikoff sapme

out with those facts?

COASTAL REPORTING SERVYICE
224.1659 Page 35
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Ho.

Can you tell us approximately the year

Dr. Silikoff published the findings of his
s€udy into asbestos or your best recallection?

I would say it was publiahed around the e;rly
70's8, late 60°'s, might have been eariy 70's,
71, scmewhere in there.

Before thgt distinction or finding that asbestos
was hazardous, difd you yourself know about the
hazards of asbestos until you heard about the
work Dr. “Silikoff had done?

Ho. .

While you basically were very active in Mundet
Cork Company from 19245 until it shut doun,'I
believe, In Pebruary of '64, that was the

date that you have? Do you have any guarrel with
that, sir?

No.

Does that date sound about right to you?

That scounds about right.

Dufing that period of time, did the Mundet

Cork Company have worker's compensation insurance
that covered its empioyees who were working as
insulators and in other capécities in the State

of Texas?

COASTAL REPORTING SERVICE

2241659 Page 36
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Yes L)

pid it have that worker's compensation ingsurance
for the entire period of time from 1945, the
whole tiﬁe you worked for them?

Yas.

And wera you active in hendling the paperwork
when a worker got injured .ax.ad wonld turn .1:1 a
worker's compensation claim?

Actually, I saw it but I didn't actually fix 4it.
We had a office managexr that did. fhey came
acroas my desk.

But you would sée them?

I saw them.

During the period of-time you were work;ng

for Mundet from 1945 to the end of '63 or beginninﬂ
of '64 or whataver date it was, did you see one
single claim by -any employee claiming he had
de?eloped some kind of a disease or had a lung
problem or shortness of breath because he had
been working around the dust that was involved in
in.the insulatien industry?

Come back wlth your Qates.

During the entire period of time you were working
for Mundet, from 1945 until.tha and of '6l, look-

ing at all the worker's compensatlon claims, did

COASTAL REPORTING SERVICE
224-1659 Page 37
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ona single employes ever have a shortness of
breath problem or anything like that, saw any
kind of claim through your worker's compansation
pfbgfam?.

¥ot to my knowledge.

Now, sir, 1f I were to tell you that Dr. siiikoff"
d4id not publisgh his work gptil -~ maybe soma

of the lawyers here will correct me, if I under-
stand it, it was in December of '64.

MR. WEBER: -'65.

BY MR. HARMON:

o

'65. Did you ever hear about Dr. Silikoff's =
work before it was published in December of
1965, if that's the correct date?

I had heard of his experiments but not of his

publication.

Well, I think, you heard that he had done work;
is that correct?

Yas.

You never read pérsonally any publication; is
thgt correct?

¥No, sir..

pid youn hear about hla experiments when all this
stuff hit the newspaper and hit the industry,

hoth the union and your organizations, the

COASTAL REPORTING SERVICE

224.1659
Page 33
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contractors; or was that the first time you
heard about it?

Yes.

And can you tell me who you were working for in

19657 ]
"fw’ La T
garon%ﬂgtr i1y,

Ona of these lawyers was 9arlier asking you
who you were working for when yon_fiist heard
that aebestos exposure might be harpful to your
health, and you said you might have been working
for Mundet, Can we pin that down to when Dr.
Silike£f publi;hed his experiments, is tﬁat
when you firzst heard about it?
Yes.
MR. BUDD: He already sald he
heard about it in 1970.

1970, end of the 70's.

BY MR. HARMON:

a

Yon =zald you were gueasing as to the year, but
the first time you ever heard it was when 1t
hié the newspaper and hit your industry and
hit the unlon; {s that correct, sir?

That's what I sald.

You're just guessing as to the yéars: is that

correct, sir?

COASTAL REPORTING SERVICE Page 3%
224-1559
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Yes, sir.
In any event, if these years are right, you
certainly did not hear of any of Dé. Silikoff's :
w;rk between 1945 and 1963 which was some years
bafore it had been publighed?
That's correct.
And during thiq perlod of time between 1545
and 1963, did you know anything at all about
the health hazards of asbesgtosa?

MR. WEBER: As they pertain to-

workers using insulation

products containing asbestos.

BY MR. HARMON: e e T e

Q.

A.

DLd you know about any such dangers?

No.

bid you work around these products yourpelf?
Actual. application, no. I was on the joba
where: the-pecople that wﬁrk;d-for me wag applying
tham. I was in the warehousé where we had

them stored.

Yes, sir.

And where we had them graded_uﬁd a0 forth

and so on, but. actually applying, no.

But you were around the products when the workers

COASTAL REPORTING SERVICE
224-
24-1659 Pagc40
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Yegs. I don't know the exact number of years.
Well, when &id Mundet shut down?

Now, what do you mean shut down?

Wéli, when they shut down the business, did
they stop using the Mundet name?

When they scld to Crown Cork and Seal?

Yes, sir. When they sold to Crown Cork and Seal,
was the name Crown Cork and Seal ever put on
the building?
No.
Was the name Crown Cork and Seal ever oan the
paychecks the eﬁployees were lsgued, or was it
still Mundet?
I think {t was still Mundet., I really just --
I'll say I don't know.
Do you know really when you say Crown Cork and
Seal bought Mundet, do you really know what
the nature of that transaction was?

Did'they buy stock in the coxporation,
the Mundet Corporation's independent exigtence,
or.do you know, were you prlvy,to all of that?
I was not privileged to a;l of that. That was
all handled in the North.
It your offlce there for your buéineas during

the three months Crown had control of Mundet,

COASTAL REPORTING SERVICE
224-16589 page 43
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&id You ever get any stationery that said
Crown Cork ahd_Seal?

Not tco my knowledge.

As far as you know, did they go out and have
any paychecks printed out that said Cxown Cork
and Seal on it? '

No, not to my knowledge.

Had the Mundet Cork Corperation ceased the

manufacture of asbestos insulation products before| -

Crown Cork and Seal purchased control of

Mundet Cork Company? I'm not talking about the
distribution, but the manufacture and the
factory in New Jersey that you told us about?

I don't know,

- months you have-told'us about at the end of

During the pericd.of time when Crown Cork and

Seal owﬁed control of Mundet for thosa three

'63 and early '64, did Crown Cork and Seal run
any'assembly line in that factory in New Jersey
makin§ ashastos products?

I do not know.

From whom would you buy your products during

this period of time, sir?

MR. TAYLOR: [ object. You

haven't defined, "you."

COASTAL REPORTING SERVICE E
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anything to do with th; actual sale, how they
sold {it, that would be up to the ownexs of
both si&es, the purchaser and the seller and
their attorneys to decide what would be
disbursed, the paperwork and who got 1t and
what happehed or took liability for it maybe,
you don't know about that; is that right?

I do not know.

What X'm asking about i3 1f you’know azbout:: -
it, if you.don't know, I know you can't tall ué.
Do you know of one single employee of the -
contracting insulation division of the Mundet
Corkx Company insgulation division who went over
and continued sone kind of work at Crown Cork
and Seal?

Not to my knowledge. I don't know one.

Where did they all go to, to your knowledge?
Who 414 they go to work for, tb-your knowledge?

Baron Erxhert Hill.

Now, you stayed with Bﬁron Erhert Hill for

a number of years, did ybu ;ot; air?

Yen, sir.

How long did you stay witﬁ Baron Erhert Hill?
Until they seld to Kean,

What year would that have been, more or less?

COASTAL REPORTING SERYICE

2241659
Page 48
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FEDERAL TRADE COMMISSION

o MEETING - Directors', Regular
Docket No.SGR7  SMSSION o pinit o4 e ra!, Regu

; _—
In the Matter ui:_ﬁnﬂ.?_o_,_m_&:_s.@e_g.. FLACE Northf' Bergen Office.
DatskLmlij Witness - Reporter &Y. TDE - Wednesday, September 25, 1963,

= 10:30 A.M,

- T !

+

The meeting was called to order at 11:45/A.M.
Mrs. Joseph Hundet presided. ‘

All Directors vere preseit.

“ .
Copies of the minutes of the August 28, 1963 Directors' meeting
were previously distributed, and on motion duly made and seconded
the minutes were unanimously a/gpé‘oved. ' .

towl S

The Finsncisl Statement for Algust 1963 was revieved and a general

discussion followed., A report was made that the bank balance was
currently in excess of $1 million.

-0-

Samplo:s of a removable clear. 'piastic liner ;-Je.re presented which

were still in the development stage. MNon-rcmovable samples were
also shown. o

A report was made that the New Orleans Branch would.be closed out
by the end of the month with stock traunsferred to the public ware-

" house and a reduction’ of the inventory from 75@M gross to LOOH gross.

-0-

A general discussion followed on the Danville Plant. Mr.. Stler
agreed to inspect the facilities and offer recommendations. e,
Windle stated that he felt the plant was poorly conceived and if
such were the casc it may be necessary to consider the acquisition
of another conpany In a2 eimilar line, or consider the sale of the
operation. He stated that this did not alter the recommendation
to purchase the plant. :

,.

A roport was submibted to the Board that the option to purchase
the Danville Plant was cxercised on Septewber &4, 1983 providing
for a $95,000 earncst money deposit, 335,000 additional paymznt
on closing title, and the balance of 3250,000 under a twenty-five
(25) wonth purchase money mortgage at’53% interest per annum.

"
A general report was made regarding personnel changes. John W.
Viley was engaged 28 Director of Manufacturing., Thomaz H. MeElratl
was appointed Controller to raplace Carl G. Schiesz. Resignations
of William Berghorn, Casket Iiznufzeturing llanager and Janes Scukly,
Credit Manager ware anticipated. Additional employees were being
sought principally in Seles and Industrial Engineering. It was the

STLxID Y . T
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sense of tha meeting that a profile be. furniahed to the Board on

new employees In key positions,

-0-

A report was made that the Magnesia Plant was shutdown becausa’ of
lack of sales volume. It was noted this would result in a reduction
of i{nventoxry as orderg vere fillad from stock.

'-0-

A report was subm.itted to the Board on Project Authorizations .
ANB-536A through #NB-438 which were approved by the President pur-
suant to anthority granted. Reports recommending en expenditure
of $16,340 for the purchase of. a Sacmi Spotting Machine and -
$61, 000 for the installation of a Secrap-Cork Grinding M{ll were -
submitted to the Board, On motion duly mnade and seconded the
expenditures were suthorized, It was the sense of the meeting that
the President determine added costa to provide the new grinding
equipment in liau of tranaferring old equipment from Billsidn and .
that if in his discretion such additional cost was nominal and .
agvisable that he proceed on tgat basis.

‘A general report was made on the at:att..s of labor negotiations with

respect to the contract expiring October 1, 1963, Hr. Mitchell,
Director of Persomnel, wag invited to attend the meeting and
pro*vided a more detailed report.

. N _O-

Louden advised that he might be of assietance in moving Polystyren
inventory at Hillsida, It was the sense of the meeting that a detaille

- inventory be provided to Mr. Louden for this purpose.

-0~

A report was made to the Board regarding travel accident insurance,
increaaed £idelity insurance, and reduced fire msurance.
-0-

Mr. Windle advicad that in about thirty to sixty days a proposal
would be submitted to the Board which would re-design the system
of handling funds and disbwsements including the use of facsinmile
signatures and that this was one of the reasons for the 'Lnoreased
f:.de.].lty insurance, 0

After a lengthy discussion, the Board agreed in principle, sub ject
to advice of counsel, to approve the repurchase of stock for an
amount and price to ba cetermined at & later date, and authority was
%na'ued to the proper officers to contact the approprizte financial
stii:utmnn with respect to the Loan Agre(_ment
-0~

A report was made that the Volff Injeci.lon Molding machine had been
sold through Fhindet .anada and that this Comany had bcﬁq reinburead
for the major part of itg investment with the Mundet Cork & Insulation
Company guaranteeing reimbursement of the balance.

_2_ R "o



~0-
The weeting was adjourned at 2:30 2.M.

-— . : . . - i B L] m‘hﬁsm

' to _ Apsistant Secretary
.1 .
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ND AFL-CIO
LEGISLATIVE NEWS

David Kemnitz, President

ND AFL-CIO  Phone 701-223-0784 = FAX 701-223-9387 « Email ndaflcio@ndaficio.org

ND AFL-CIO DAVID L. KEMNITZ; PRESIDENT
. SENATE LB&L COMMITTEE MARCH 4, 2009
SUBJECT: HB 1430 ASBESTOS-RELATED LIABILITIES

The ND AFL-CIO on behalf of its members and all workers in North Dakota who
may or have had exposure to asbestos respectfully request a NO vote on HB 1430.




North Dakota Building and Construction Trades Councif
Testimony in opposition to HB 1430

Successor Corporation Asbestos-related Liabilities
Wednesday, March 4™ 2009

Chairman Klein and members of the Senate Industry Business and Labor, and
Judiciary Committees for the record, my name is Renee Pfenning. 1 am appearing
here today on behalf of the North Dakota Building and Construction Trades

Council, and the North Dakota Electrical Workers Council in opposition to HB
1439,

We have members with asbestos-related diseases; we have members that have

passed away from asbestos related diseases and mesothelioma. 1 respectfully ask
for a DO NOT PASS recommendation on HB 1430.

North Dakota Building and Construction Trades Council
North Dakota Electrical Workers Council

Renee Pfennmm
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Practically overnight the Stewarts
found themselves robbed of their job
security—a story that is becoming all
too familiar across America. Of the
nearly 1.9 million jobs that have van-
ished since the recession began in late
2007, more than 600,000 belonged
to people in manufacturing, many
of whom were in their final, peak-
earning years. That caps a decade
in which 4 million factory werkers
watched their jobs evaporate, many
because of imports and the relocation
of US. factories overseas. “We've nev-
er seen such a protracted downturn
in manufacturing in modern history,”
says Bob Baugh, executive director
of the AFL-CIO Industrial Union
Council. And it's not over yet: the Eco-
nomic Forecasting Center at Georgia
State University predicts Americans
could lose 1.1 million industrial jobs
in the next 12 to 15 months. “Nobody
knows where the bottom is,” says Rob-
ert Scott, an economistat the Economic
Policy Institute in Washington, D.C.

Thesituation is particularly distress-
ing for older workers, who are bearing
the brunt of these job losses. According
to U.S. Department of Labor statistics,
more than half of recent plant-closing
victims are 45 or older. By contrast, the
majority of factory workers who are
still employed are under 43.

“These are peaple with 20, 30, 40
years working in manufacturing jobs,”
says Lynn Minick, a workforce-devel-
opment specialist at the National Em-
ployment Law Project in Indianapolis.
“They believed these were going to be
the jobs they would retire from.”

JOBRESOURCES AND iVIORE

HOW SAFE IS YOUR PENSION? .

EVEN IF YOUR COMPANY FILES FOR BANKRUPTCY, you'll recelve your company
pension. But it may not be every penny you expected.

In the United States every defined-benefit retirement plan is insured. When
a company files for bankruptcy, it chooses between two paths. It can pursue
liquidation if there really Is no hope of salvaging the business, or it can file for
reorganization and try to stay alive by slashing costs and attracting new inves-
tors. The pension plan Is always terminated in llquidation and usually In reor-
ganization. That's when the Pension Benefit Guaranty Corporation (pbgc.gov),
a federal insurance agency, takes over the pension payments. Only employees
with the largest penslons take a hit: the PBGC's maximum annual payment,
which rises with Inflatlon, Is $54,000 this year for workers who retire at age
65. Like any insurer, the PBGC has restrictlons. For instance, It prorates recent
pension increases. But in all, 84 percent of retirees get their full pension,

In rare cases an employer maintains its pension plan during reorganization.
That generally happens for one of three reasans: the beneﬂt is low; employee
turnover is high; or the pension plan Is new.

Of course, it's better for a company to avoid bankruptcy altogether. Congress

. gavesome helpin this direction in Decermnber by relaxing the 2006 Pension Protec-

tlon Act’s strict rules governing pension funding. Counterintuitive as It seems, this
move is one that endangered workers should embrace. “Given the economic
downturn, employees are better off than If the company was forced to make
alarge pension contribution.” says Dallas Salisbury, president of the nonpartisan
Employee Benefit Research Institute. “it's better to stay in business than make

acontribution.” —an Hawthome, author of Pension Dumping (Bloomberg Press, 2008).

As factories close and jobs dis-
appear, older workers and retirees
are being stripped of hard-earned
benefits; working families are being
thrown into turmeil. And yet amid the
tales of loss and anxiety are occasional
stories of hope. While many older
workers are struggling to survive,
others, such as Sally Stewart, who is
now studying to become a medical

Amerlcans have lost nearly
$3 triltion from thelr retirement
accounts over the past 14 months,

causing many ofder workers to postpone retirement—or return to the
workforce. Others have been laid off or are worrled about the future. If
you're looking for full- or part-time work, you can find timely resources and
advice at aarpmagazine.org/money, including:

B WHERE THE JOBS ARE Discover which industrles are still hiring and
where employment prospects are holding up best.

B HOW TO GET A JOB Check out AARP's free job site, with thousands of
positions from all over the country. You'll alse find-a listing of the best

employers for 50-plus workers.

H WHICH TACTICS WORK BEST Get tips on résumé writing and interviewing,
plus practical articles such as“Working From Home—Beware the Hoaxes”

52 £ 53P MARCH&APRIL 2009

assistant, have learned new skills—
and are doggedly forging new lives,

Older manufacturing workers who
lose their jobs are less likely than their
younger colleagues to find new ones.
Their skills, developed aver decades,
don’t always transfer away from the
assembly line. “By the time you're an
older worker, you'ré a fully formed
commodity,” says Alicia Munnell,
director of the Center for Retirement
Research at Boston College. “You
have specific skills and history, and it’s
harder to find a match.”

Indeed, a 2004 study by John
Schmitt, an economist at the Center
for Economic and Policy Research in
Washington, D.C., found that 24 per-
cent of men and 34 percent of women
between 55 and 64 drop out of the
labor force entirely after layoffs. And
because they have more emotional and
financial ties to their communities, it
canbeharderfor  (CONTINUED ON PaGE 74)



International Association of Machinists and Aerospace Workers
Loca! Lodge 2525

3002 First Avenue North, Fargo ND 58102

Phone/Fax: 701-237-0171

www.iamdistrict5.org/LL2525

February 28, 2009

Senate Judiciary Committee:

Senate Industry, Business and Labor:

I am here representing the International Association of Machinists and Aerospace

Workers, Local Lodge 2525 Fargo, ND. We have members in Minot, Rugby, Grand
Forks and Bismarck. I am here to ask you to oppose House Bill 1430.

. Thank you,

/ﬁyw—w@

Steve Allard
Recording Secretary



NORTH DAKOTA ASSQOCIATION FOR

JUSTICLE

. Phone: (701) 663-3916 P.O. BOX 365, MANDAN, ND 58554 l-mail: mlo@ndaj.org

HB 1480
Testimony on behalf of the NDAJ
March 4™, 2009

There are several points that are important when considering this legislation that for all
practical purposes relieves one company from their responsibilities and places that
responsibility and costs on the citizens of North Dakota.

1. Statements have been made that without this bill Crown Cork & Seal is
threatened with bankruptcy and bankruptcy would negatively impact 12 unknown
people in North Dakota. However their financial statements a show company that
is a thriving multinational conglomerate and is growing; even in 2008, their sales
have increased. There net profits over the past 3 years were:

$309 Million in 2006
$528 Million in 2007
$226 Million in 2008

A net income of over $1 Billion Dollars over the past 3 years is an indicator of
. their success, not of a company on the verge of bankruptcy.

2. The company in their annual report Crown lists 24 risk factors that may have an
impact on their future, asbestos liability is one of those risk factors but it barely
makes the top10 as listed in their 2008 annual report or in their 2008 10-k report
to the SEC.

Substantial indebtedness, interest rates, foreign exchange rates, energy and raw
material prices and their ability to incur more debt are ranked higher than
asbestos claims.

3. On pages 59-60 in the Notes to the Consolidated Statements of Operations in
the 10-K report filed February 2, 2009 they state:

“While it is not possible to predict the ultimate outcome of asbestos-related
claims and settlements, the Company believes that resolution of these
matters is not expected to have a material adverse effect on the Company’s

financial position.” Form 10-K filed Feb, 2-2008. Pages 59-60 Notes to the Consolidated
Statement of Operations.

This statement filed with the SEC is different from the testimony given during the
House hearing in January.

THE TRIAL LAWYERS OF NORTH DAKOTA
{formerly the North Dakota Trial Lawyers Association)



4. The testimony given today indicates that this bill will affect North Dakota citizens;
in that they are completely right. We know that it will impact the school districts
in Grand Forks, Grafton, Hatton, Mandaree, Pembina, Wilton, Fargo and perhaps
many more that have Mundet asbestos in their buildings. It is in government
buildings and hospitals.

HB 1430 will shift the responsibility from a multi-million dollar company to local
school districts, other governmental and private business that have their product
in their buildings. It shifts the responsibility and the costs to North Dakota
citizens who are truly innocent as it relates to asbestos claims.



Written Testimony and Legal Brief of
David C. Thempson, P.C.,!
North Dakota House Bill No. 1430
The so-called “Innocent Successor Liability Act”
Hearing March 6, 2009 at 1:00 p.m. before a joint session of
Senate Industry, Business and Labor and Judiciary Committees

Thank you for allowing me to testify today on behalf of North Dakota Asbestos Disease
Victims — those who will have no remedy against a company which is legally responsible for
asbestos products in many North Dakota public and private buildings if HB 1430 is enacted.

The proponents of this bill — including the Pennsylvania corporation Crown Cork & Seal
itself —and the American Legislative Exchange Council (ALEC) — have today characterized Crown
Cork & Seal as a so-called “Innocent Asbestos Defendant.”

However, for those reasons which I will address in a moment - Crown Cork & Seal is
anything but “innocent.” To the contrary — House Bill 1430 is nothing more than a request by
Crown Cork & Seal to have the North Dakota Legislative Assembly give it a “bail out” — from what
Crown now considers to have been a bad deal that Crown itself knowingly made back in the 1960's
with a company known as Mundet Cork — which manufactured asbestos-containing insulation
products.

At the time that Crown Cork & Seal entered into its series of transactions with Mundet Cork
during the years 1963, 1964 and 1966 — Mundet Cork had had active and pending asbestos personal

injury claims against it dating back at least to the year 1954. See, the legal documents evidencing

these asbestos personal injury claims pending against Mundet Cork dating back to the early-mid

' David C. Thompson, P.C., a North Dakota Professional Corporation, is a one-lawyer law firm, based in Grand
Forks, North Dakota. The principal in this firm — attorney David C. Thompson — has represented victims of
asbestos-caused diseases in personal injury and wrongful death actions venued in North Dakota state and federal
courts since June of 1984.
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1950's, attached hereto together as Exhibit 12.

Furthermore — and contrary to the representations which have been made to this committee
today by proponents on House Bill 1430 today — Crown Cork & Seal itself operated the asbestos
insulation distribution and contracting business of its predecessor Mundet Cork until Crown sold
off that insulation business. See, the deposition testimony of former Mundet Cork [and Crown Cork
& Seal] employee E. J. Stansbury on December 16, 1983, included within Exhibit 12 hereto.

In addition, Mundet Cork had at least one full-time distributor and installer of its asbestos-
containing insulation products — Building Sprinkler Company of Fargo - and we know from
Building Sprinkler’s records that Mundet Cork-manufactured asbestos insulation products have been
installed — and remain today — in numerous specific hospital and school buildings, industrial plants,
Air Force bases, and other facilities — throughout North Dakota. We are willing to provide this

specific information to the committee if it should desire it.

By way of legislative procedural history, House Bill 1430 was heard and considered by the
House Judiciary Committee, and was given a “do pass’ by that committee on February 5, 2009, by
a vote of 7 “yeas” to 6 “nays.” The bill subsequently passed the House of Representatives on
February 11, 2009, by a vote of 53 to 41, although it should be noted that one member of the House
Judiciary Committee who has been part of the majority in that committee’s 7-6 “do pass” vote ended
up voting against the bill on the House floor. Therefore, if one would count the number of House
Judiciary Committee members who ultimately voted ggainst House Bill 1430 — the margin would
have been 7 to 6 “do not pass.”

Firstly, it should be made clear that North Dakota House Bill 1430 does not benefit any

North Dakota business — and House Bill 1430 does not benefit any North Dakota employer.

2



In addition, it should be noted that North Dakota House Bill 1430 is substantively identical
to Virginia House Bill 1762, which was defeated on January 22, 2009, by the Virginia House
Commerce and Labor Committee — which has a Republican majority — obviously in that which was
a bi-partisan vote.

Conversely, House Bill 1430 is significantly different from — and is more extreme — than
the somewhat similar bills which are currently making their way through the South Dakota, Indiana
and Washington legislatures, because the corresponding bills in these latter three jurisdictions —
unlike House Bill 1430 -- do not propose to immunize so-called “successor’corporations from
liability to asbestos disease victims for pre-January 1, 1972 acquisition transactions — where the
“successor” company was not “innocent” -- because the acquiring company had continued to itself
manufacture, install or sell asbestos-containing products after that date. North Dakota House Bill
1430 does propose to provide this sweeping immunity to successor companies which are not
“innocent.””

Even the handful (about seven) jurisdictions which had large Crown Cork and Seal
manufacturing operations within their borders — and have passed generally similar legislation over
the past several years or so — have never even attempted to grant immunity from liability to

companies which had continued to manufacture or sell asbestos products after they had acquired

the predecessor company.

? The other bills which are currently pending in other legislatures are the following: South Dakota House Bill 1203
(now before the South Dakota Senate), Washington Senate Bill 5964 (now before the Washington House); and
Indiana Senate Bill 469(now pending before the Indiana House).

Significantly, however, unlike North Dakota House Bill 1430, all three of these other contemporary bills
except_from the definition of “innocent successor corporation” “a corporation that, after a merger, a
consolidation, or the exercise of control or the ownership of stock of the corporation before the merger or
consolidation, continues in the business of (1) mining asbestos; (2) selling or distributing asbestos fibers; or (3)
manufacturing, distributing, removing, or installing asbestos containing products that are the same, or
substantially the same, as those products previously maenufactured, distributed, removed, or installed by the
fransferor corporation.” (emphasis added). See, e.g., Indiana Senate Bill 469, at Section 3(c)(1-3).

3



The proponents of House Bill 1430 claim that it is designed to help Crown Cork & Seal
Company only — because Crown Cork & Seal, according to the American Legislative Exchange
Council (ALEC), which drafted House Bill 1430 — was supposedly an “innocent” successor.

But these proponents of the bill are now asking the North Dakota Legislative Assembly for
something which they have not received from any other jurisdiction — namely for House Bill 1430
to grant to a successor corporation immunity from liability to asbestos disease victims_even if that

successor corporation itself continued to itself manufacture or sell asbestos products after a pre

January 1, 1972 acquisition transaction.

Why would Crown Cork & Seal change its strategy here in North Dakota? I believe that the
answer to this question can be found in an incident which occurred less than two months ago.

Shortly after the Virginia House Commerce and Labor Committee had defeated Virginia
House Bill 1762 on January 22, 2009 by a bi-partisan 14-8 vote — Crown Cork and Seal and its allies
with the American Legislative Exchange Council (ALEC) began maneuvering to have that

committee “reconsider” this vote — but that effort collapsed, when documentation was presented

to the House committee which demonstrated that Crown and ALEC had been misrepresenting

facts about Crown’s post-transaction involvement with asbhestos products. See, attached hereto,

and incorporated wholly herein by reference, the correspondence dated January 23, 2009, to the
Virginia House Delegate Benjamin L. Cline, and an excerpt of the December 16, 1983, deposition
of E. J. Stansbury, said documents being included together as Exhibit 11,

In fact, this communication to the Virginia House Committee on Commerce and Labor was

accompanied by a transcript of a deposition which had been taken back on December 16, 1983, of

a man named E, J. Stansbury — who had been employed by Crown predecessor Mundet Cork

beginning in1945 — and continued to be employed in the asbestos insulation business by Crown

4



. Cork & Seal after Crown had acquired Mundet in 1963. Id
As this Virginia House committee was informed on January 23, 2009:
January 23, 2009

The Honorable Benjamin L. Cline
Virginia House of Delegates

P. O. Box 406 _

Richmond, VA 23218

Dear Delegate Cline:

Re:  House Bill 1762 Relating to Asbestos-Related Liabilities
of Successor Corporations

I have received information today regarding Crown Cork & Seal which
I believe to be important, of which I wanted to make you aware. As you know, Crown
Cork has always made the argument that they were never involved in the manufacture
or sale of asbestos products and, therefore, they are different than any other company
(such as Owens-Illinois) that did manufacture and sell such products.

I have enclosed an excerpt from the deposition from E. J. Stansbury
which was taken in Texas on December 16, 1983. Mr. Stansbury was employed by
Mundet Cork in 1945 and was still employed by Mundet Cork at the time of its
purchase by Crown Cork & Seal in 1963. He worked for Crown Cork & Seal for 3
months until its insulation division was sold to another corporation. Mr. Stansbury
testified on pages 23-24 as follows:

Page 23

Line 10 A. 1 worked with Mundet from 1945 until they sold
11 their company.
12 Q. Who did they sell the company to?
13 A. Crown Cork and Seal.
14 Q. Now, when Mundet sold to Crown Cork and Seal,
15 Did Mundet employees, that you know of go to
16 work for Crown Cork and Seal?
17 A, Yes.
18 Q. And did Crown Cork and Seal continue to sell
19 Mundet Cork inventory?
20 A. Inventory?
21 Q. Yes.
22 A, Yes, for a period of about three months, They

. 23 only owned it for about three months.

5



. 24 Q. And would this inventory include 85 percent

25 magnesia products?
Page 24
1 A Yes.
2. Q. And did Crown Cork and Seal continue contracting
3 insulation after the purchase of Mundet Cork
4 Company?
5 A. Yes.
6 Q. And did Crown Cork and Seal continue with the
7 same warehouses and same offices that were
8 previously occupied by Mundet Cork Company?
9 A. Yes.
10 Q. Did Crown Cork and Seal continue using products
11 and filling orders of products with the Mundet
12 name on them?

13 A. Yes.

* ok ok

18 Q. Did the 85 percent magnesia products that you

19 have described for us today that were manufactured

20 and distributed by Mundet Cork Company contain
. 21 asbestos during the entire period, that you know

22 of, that you worked for Mundet Cork?

23 A, Yes.

As you can see, Mundet did sell asbestos insulation during the 3
months that it owned the insulation division of Mundet Cork. This is contrary to the
representations that they have always made to members of the committee.

Very truly yours,

PATTEN, WORNOM, HATTEN &
DIAMONSTEIN, P.C.

Donald N. Patten

DNP/k

(bold emphasis added)

. Therefore, it is beyond clear that Crown Cork & Seal clearly has been aware of these facts
6



for almost a quarter century — given the fact that the above-referenced deposition of former Mundet
Cork [and former Crown Cork & Seal] employee E. J. Stansbury was reported back on December
16, 1983 - in an asbestos-related personal injury case in which Crown was a defendant — and where

Crown lawyer Frank Harmon was in attendance at this deposition on that day some 24 vears ago.

See, attached hereto, and incorporated wholly herein by reference, the correspondence dated
January 23, 2009, to the Virginia House Delegate Benjamin L. Cline, and an excerpt of the
December 16, 1983, deposition of E. J. Stansbury, said documents being included together as
Exhibit 11.

Notwithstanding this evidence — Washington, D.C. lawyer Mark Behrens - who is registered

as a lobbyist for both Crown Cork & Seal, and for the American Legislative Exchange Council

(ALEC), during the current legislative session — made the following seriously false statement in his

written and oral testimony before the House Judiciary Committee on January 27, 2009, in support

of House Bill 1430

* “Crown never manufactured, sold, or installed a single asbestos-containing product in

the company’s 100-year history.” See, e.g., numbered page 2 of the written “Testimony of Mark
Behrens, Esq., Shook, Hardy & Bacon, L.L.P., On Behalf of the American Legislative Exchange
Council In Support of House Bill 1430, An Act Concerning Successor Asbestos-Related iiability
Before the North Dakota House Judiciary Committee, January 27, 2009", as filed with the House
Judiciary Committee, a relevant excerpt of which document being attached hereto, and incorporated
herein, as Exhibit 11-A.

The efforts in Virginia were begun last year -- when lobbyists associated primarily with
company known as Crown Holdings, Inc. -- the parent of a corporation known as Crown Cork &

Seal -- sought to introduce a bill virtually identical in language to North Dakota House Bill 1430,

7



That earlier Virginia bill met with substantial opposition -- and was never offered. Crown Holdings
continued working in the shadows, and on January 14, 2009, offered in Virginia a substantially
identical bill — the above-mentioned, now-defeated House Bill No. 1762 -- which is being touted as

a“‘reform for innocent asbestos defendants.” [It should be noted that neither Crown Holdings, Inc.,

nor Crown Cork & Seal Company, Inc. -- both Pennsylvania corporations - are registered or
licensed by the North Dakota Secretary of State to do business here in North Dakota].

In fact -~ Crown Cork & Seal Company, Inc. —a Pennsylvania Corporation — has had nothing
to do with the State of North Dakota, ever since October 24, 1997, when Crown filed its application
with the North Dakota Secretary of State “for a Certificate of Withdrawal from the State of North
Dakota” - in which document Crown certified in a verified statement:: (1) that Crown was “not
transacting business in the State of North Dakota”; and (2) that Crown “hereby surrenders its
authority to transact business in the State of North Dakota.” See, the document “Application for
Certificate of Withdrawal”, filed by Crown Cork & Seal Company, Inc. with the North Dakota
Secretary of State on October 24, 1997, a copy of which document being attached hereto, and
incorporated herein, as Exhibit 11-B.

Like its identical Virginia twin — North Dakota House Bill 1430 is unconstitutional special
legislation, which benefits a single corporation, and retroactively deprives victims of asbestos
disease of substantive property rights, and it will ultimately have ripple effects which will throw
settled contract and corporate law expectations into a condition of unpredictable flux.

Crown Cork and Seal and its lobbyists have claimed that this bill will help the Company’s
corporate bond rating. But the truth is — passing this bill in North Dakota -- or in South Dakota —~
or in any other American jurisdiction -- will do nothing for Crown’s bond rating -- so as long as
the other forty or so other jurisdictions in this country do not have such legislation.
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Crown’s lobbyists in Virginia also threatened that continuing to allow litigation against
Crown in that state will supposedly throw Crown into dire economic straights -- and will result in
lost Virginia jobs. Even that is apparently a false claim. The truth is that Crown certified to the
federal Securities Exchange Commission (SEC) in 2007 that it made $7.7 billion tn net sales for that
year, 75% of which came from overseas markets. It also certified that its total forecast for pending
and future asbestos costs for the entire company was $100 million less than the interest for a single
year on its corporate debt instruments.

FEither way, it is bevond dispute that Crown Cork & Seal — and its parent company Crown

Holdings, Inc. — are Pennsylvania corporations which are not licensed to do business in North

Dakota — and which do not have any manufacturing, distribution or sales business operations in
this state,

In testimony before the House Judiciary Committee on January 27, 2009, in support of
House Bill 1430 — Crown and ALEC lobbyist Mark Behrens claimed that Crown had some 14 or
so pensioners living in North Dakota — and that this fact was an important consideration warranting
the extinguishment of asbestos victims’ civil justice rights against Crown Cork & Seal. Mr. Behrens
was then asked by members of the House Judiciary Committee to provide documentation of the
pension amounts involved — without disclosure of the individual alleged pensioners’ names - but Mr.
Behrens’® clients Crown Cork and ALEC never provided this information to that committee.

Additionally - Mr. Behrens was asked by one member of the House Judiciary Committee if
it were not true that the federal government backs all pensions to the annual dollar amount level of
$40,000 — and Mr. Behrens admitted that the House Judiciary Committee was indeed correct.

Mr. Behrens was also unable to inform the House Judiciary Committee — in response to
another question from a committee member at the House Bill 1430 hearing — as to whether any of
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the 14 or so Crown pensioners living in North Dakota had pensions which paid these pensioners in
excess of $40,000 per year.

In addition, as the Virginia legislature was informed back in January, as it considered — and
then defeated — Virginia House Bill 1762 -- the bottom line is that this “Crown Bill” is
unconstitutionally retroactive, is unconstitutional special legislation, has enormous potential for
adverse unintended consequences, will not improve Crown’s bond rating, and it will not even save
Virginia jobs — a state where — unlike North Dakota — Crown does have manufacturing operations.

BACKGROUND

Crown Holdings, the leading proponent of this bill, is the parent of Crown Cork &
Seal. Crown Cork & Seal was founded in 1892.° See Crown s Website, http://www.crowncork.com
fabout/about_history.php (last accessed January 13,2009). By 1927, Crown operated manufacturing
plants in Germany, France, the United Kingdom, South America and in the Orient, and its net sales
reached $11 million. /d. Crown’s website boasts that it prospered during the 1930s, the decade of
the depression, “selling half of the world’s supply of bottle caps.” Id By 1949 — the year that the
Journal of the American Medical Association recognized asbestos as a cause of cancer, and seven
years after the Virginia Workers Compensation Act recognized asbestosis as a compensable
occupational disease — Crown was already a sophisticated multinational corporation capable of
availing itself of the finest medical, scientific, market and legal research and advise.

Twenty years later, in November 1963, Crown’s board of directors determined that
it would be beneficial to the company to purchase 16,689 shares of the stock of Mundet Cork
Corporation, which amounted to 70% of the total outstanding shares. See Exhibit 1, attached

hereto, Purchase Agreement at 1. Mundet had two divisions. One of Mundet’s divisions competed

3

In connection with a major restructuring of corporate debt in 2003, Crown Cork & Seal reorganized itself
and made itself a wholly owned subsidiary of Crown Holdings, Inc.
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with Crown in the cork and seal market. Mundet’s other division had been involved in the asbestos
insulation business for decades, contracting to install other companies’ asbestos insulation products
in commercial and industrial properties, including schools and other government-owned premises.
By the time Crown purchased its controlling share in Mundet, Mundet was manufacturing its own
line of asbestos insulation products including 85% magnesia asbestos board, block and pipe
insulation and an asbestos-containing calcium silicate insulation line. See Exhibit 2, attached
hereto, Excerpt of Deposition of E.J. Stansbury, Dec. 16, 1983, at 8-14. Crown knew about
Mundet’s asbestos insulation business, but it purchased both divisions of Mundet without any
attempt to limit the transfer of Mundet’s preexisting asbestos insulation liabilities.

Three months later, Mundet — now a division of Crown — sold its thermal
insulation division to another corporation, Baldwin Ehret Hill (BEH). See Exhibit 3, attached
hereto, Sale Agreement dated Feb. 8, 1964. But while BEH purchased the insulation branch of
Crown’s Mundet division, it expressly agreed to absorb only Mundet’s post-1964 habilities. See
id. at sixth page, Titled “Assumption;” see also Satterfield v. Crown Cork & Seal Co.,268 S.W.2d
190, 2008 Tex. App. LEXIS 7473, at *6 (Tex. App. Austin 2008). Thus Crown’s Mundet division
still owned all of Mundet’s asbestos pre-1964 asbestos liabilities after the BEH sale.

In 1966 — two years after the BEH sale and two years after Selikoff’s 1964 New York
conference establishing asbestos as the sole known cause of mesothelioma - Crown purchased the
remainder of Mundet’s stock and formally merged Mundet, along with its preexisting asbestos
liabilities, into itself. See Exhibit 4, attached hereto, Merger Agreement.

Even though Crown knew or should have know of the dangers of asbestos, knew that BEH
refused to acquire the Mundet’s pre-1964 liabilities, and knew that Mundet therefore retained those
liabilities, Crown again chose not to take any steps to limit its assumption of liability. Jd.
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In 1976, Crown began to be named as Mundet’s successor-in-interest in an increasing
number of asbestos lawsuits. Crown filed a petition for declaratory judgment in its home state of
Pennsylvania against four of its own insurance providers and Aetna Casualty & Surety Company
“the primary liability insurance carrier for Mundet for the years 1950 through July 1, 1960” secking
to require them to defend it in the litigation and to pay any settlements or verdicts. Crown Cork
Seal, Inc. v. Aetna Casualty & Surety Co., 16 Pa. D. & C.3d 525, 527, 1980 Pa. Dist. & Cnty. Dec.
LEXIS 248, 2 (Comm. Pleas Ct., Philadelphia Cty 1980) (attached hereto as Exhibit 5). In the
petition, Crown “claim[ed] that all of these cases arise because of its ownership of Mundet
Corporation and its Thermal Insulation Division.” Id. It further averred that each of the insurance
companies had insured either Crown or Mundet during various periods until Crown became self-
insured in 1976. Id

In 1985, Crown and its insurers reached a settlement under which the insurers agreed to
compensate Crown “for settlement or judgment costs (“indemnity costs”) and defense and other
administrative costs.” Crown Cork & Seal, Inc. v. Emp. Ins. Of Wausau, Civ. Action No. 99-4904,
Memorandum Order (E.D. Pa. 1999) (atfached hereto as Exhibit 6). This arrangement lasted
through 1998 when Crown’s insurance was depleted. See Exhibit 7, attached herefo, 2007 Annual
Reportat53,availableattheweblink: htp://investors.crowncork.com/phoenix.zhtml?c=85121&p=irol-
reports (last visited January 13, 2009) (“Prior to 1998, the amounts paid to asbestos claimants were
covered by a fund made available to Crown Cork under a 1985 settlement with carriers insuring
Crown Cork through 1976, when Crown Cork became self-insured. The fund was depleted in 1998
and the Company has no remaining coverage for asbestos-related costs.”). Apparently, for twenty
years Crown and its insurers (including Mundet’s insurer from 1950 to 1960) felt that the claims

against Crown were sufficiently valid to warrant a significant outlay of capital. During that entire
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twenty-year period, moreover, Crown did not seek the kind of legislation it seeks today.

Though Crown’s insurance fund is now depleted, Crown is still liable for Mundet’s asbestos
liabilities. Even so, Crown admits in its latest annual report that “resolution of” Crown’s asbestos
liabilities “is not expected to have a material adverse effect on the Company’s financial position.”
Exhibit 7, attached hereto, 2007 Annual Report, at 55.

Indeed, Crown still is a prosperous muitinational corporation. Currently headquartered in
Pennsylvania, as of December 31, 2007 Crown “operated 141 plants along with sales and service
facilities throughout 41 countries and had approximately 21,800 employees.” Id. at 1. Crown’s
most recent annual report boasts net sales of $7.7 billion in 2007. Id (emphasis added). And 73%
of these sales were “derived from operations outside the United States, of which 74% of these non-
U.S. revenues were derived from operations in the Company’s European Division.” Id. (emphasis
added). To be sure, Crown’s domestic sales are a fraction of its overall business; its Virginia
operations are even smaller.

Crown’s “products are sold in highly competitive markets” and Crown is a master in
marketing and sales. /d at 4. Applying that experience to legislation, Crown now attempts to
peddle bills to State legislatures in an attempt to obtain special legislation to immunize itself against
its own misjudgments.

Falsely characterizing itself as a naive and innocent successor to Mundet, Crown has

succeeded in having similar versions of North Dakota House Bill 1430 passed in Texas, Florida,

Georgia, South Carolina, Ohio, Mississippi and Pennsylvania. But the Supreme Court of Crown’s
own home state, Pennsylvania, has already declared this legislation to be an unconstitutional
deprivation of the vested or inchoate rights of the innocent asbestos victims against whom the act
operates. See leropoliv. AC&S Corp., 842 A.2d 919 (Pa. 2004). Similarly, Georgia invalidated a
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larger act that contained a similar successor provision as being unconstitutionally retroactive.
Daimler Chrysier Corp. v. Ferrante, 637 S.E.2d 659 (Ga. 2006). And the Texas Supreme Court is
currently considering a similar challenge. See Robinson v. Crown Cork & Seal, Inc., 2008 Tex.
Lexis 5 (Jan. 11, 2008); and see also Braley-Satterfieldv. Crown Cork & Seal, Inc.,268 S.W.3d 190
(Tex. App. 3™ Dist 2008) (holding the Texas statute unconstitutional).

In addition, bills such as North Dakota House Bill 1430 have been voted down in other states
— including Delaware — the statutory home of a majority of the largest of America’s corporations.

Virginia legislators have been recently informed that Virginia House Bill No. 1762 — North
Dakota House Bill 1430's identical twin — likewise, is unconstitutional special legislation which
would deprive residents of the Commonwealth of Virginia of substantive vested or inchoate rights
without due process of law in violation of Article I, § 11 of the Virginia Constitution and that may
have far reaching consequences to Virginians. Virginia legislators have been told that Crown is the
only entity that will benefit from this bill — and that accordingly, that accordingly, Virginia should

reject it.

I NORTHDAKOTA HOUSE BILL 1430 - LIKE ITS TWIN, VIRGINIA HOUSE
BILL NO. 1762 - IS UNCONSTITUTIONAL AND WILL DEPRIVE NORTH
DAKOTANS OF SUBSTANTIVE PROPERTY RIGHTS WITHOUT DUE
PROCESS OF LAW,

Article 1, section 11 of the Virginia Constitution states “no person shall be deprived of his
life, liberty, or property without due process of law . . ..” Va. Const. Art. [, § 11.* The Virginia

Supreme Court “has consistently held” that this clause “protects not only rights that have vested, but

* As the North Dakota Supreme Court noted in City of Belfield v. Kilkenny, 2007 ND 44, P 7, 729 N.W.2d 120,
123 (N.D. 2007), the almost identically-worded Due Process Clause of the North Dakota Constitution is Article
1, Section 12, which provides that, “No person shall . . . be deprived of life, liberty or property without due
process of law,”
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also substantive property interests which may ripen into vested rights.” Norfolk Sch. Bd. v. U.S.
Gypsum Co., 234 Va. 32, 38, 360 S.E.2d 325, 328 (1987). “Although a typical common-law
plaintiff's right to sue does not accrue until he has sustained injury, and the statute of limitations only
then begins to run as to him, certain rights and obligations may have become fixed at an earlier time
when the wrongful act was done — when the cause of action arose. Those rights may be vested
rights, entitled to constitutional protection. Even where not vested, they may be substantive rights
which the legislature may not constitutionally abridge.” Roller v. Basic Constr. Co., 238 Va. 321,
328, 384 S.E.2d 323, 326 (1989) (emphasis added); see also Norfolk Sch. Bd., 234 Va. at 38, 360
S.E.2d at 328 (“It is immaterial to our decision whether this right is characterized as ‘vested’ or as

Y

‘substantive.””). In short, even though “[s]ubstantive rights™ are “not necessarily synonymous with
vested rights,” both are accorded constitutional protection. Shiflet v. Eller, 228 Va. 115, 120, 319
S.E.2d 750, 754 (1984).°

In reviewing this bill, it is important to keep in mind the longstanding distinction between
rights of action and causes of action and the interplay between these two concepts and asbestos-
related diseases. See, e.g., Caudill v. Wise Rambler, Inc., 210 Va. 11, 13, 168 S.E.2d 257, 260
(1969); Locke v. Johns-Manville Corporation, 221 Va. 951,957,275 S.E.2d 900, 904 (1981); First
Va. Bank-Colonial v. Baker, 225 Va. 72, 301 S.E.2d 8 (1983) (noting that the distinction between
a right of action and a cause of action is “a distinction with a difference” (emphasis in original)).
Correctly defined, a “right of action is the right to presently enforce a cause of action — a remedial

right affording redress for the infringement of a legal right to some definite person; a cause of action

is the operative facts which give rise to such right of action.” First Va. Bank, 225 Va. at 81, 301

5

Additionally, the Supreme Court has further noted that a “statute premised upon the police power ‘is
subject to the constitutional guarantee that no property shall be taken without due process of law and where the
police power conflicts with the Constitution the latter is supreme.”™ Norfolk Sch. Bd., 234 Va. at 39, 360 S.E.2d at
329. If this were not so, the Court continued, “no property right, indeed no personal right, could co-exist with it.”
id.
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S.E.2d at 13.

In Caudill, the Court noted that “[t]here may be several rights of action and one cause of
action and rights may accrue at different times from the same cause.” Caudill, 210 Va. at 13, 168
S.E.2d at 260. A potential or inchoate cause of action arises at the time of the negligent act. See
Caudiil, 210 Va. at 14, 168 S.E.2d at 259-60 (noting the plaintiff had “a potential cause of action
for personal injuries” at the time of the breach of the implied warranty although she had not yet been
harmed by the breach); Shiflet, 228 Va, at 121, 319 8.E.2d at 754 (noting that the plaintiff’s inchoate
cause of action for contribution arose “at the time of the jointly negligent acts” but that his right of
action did not accrue until he pays a claim for which others tortfeasors are liable); Norfolk Sch. Bd.,
234 Va. at 38, 360 S.E.2d at 328 (“We concluded that the right,, although inchoate, is substantive,
and we held that ‘substantive’ rights, as well as ‘vested’ rights, are included within those interests
protected from retroactive application of statutes.”). The cause of action vests at the time the
plaintiff is harmed or injured by the negligent act. See Locke, 221 Va. at 957, 275 S.E.2d at 904
(noting that a “cause of action does not evolve,” or vest unless there is a duty, breach of the duty,
and a harm or damage to the plaintiff). Once a cause of action vests, a right of action may accrue.
But “[t]here is no right of action until there is a cause of action.” Id.

Normally a right of action and a cause of action accrue at the same time. But in occupational
disease cases, this is not necessarily so. Asbestos-related diseases, in particular, have latency
periods of 10 to 50 years from exposure to diagnosis. And an asbestos-induced tumor may begin
to develop in a victim as long as 10 years before it is diagnosed. See Exhibit 8, attached hereto,
Fxcerpt of Trial Testimony of Dr. John Maddox, March 28, 2007, at 764-65, 769-70. According to
Locke, once “the tumor - the hurt - the harm - the injury” occurs, the victim has a vested cause of

action. Locke, 221 Va. at 958, 275 S.E.2d at 905.
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Yet, by operation of North Dakota Century Code Section 28-01.3-08(4) — a statute directly
analogous to its similar Virginia Code counterpart, § 8.01-249 (4) — a right of action for an
asbestos-related disease does not accrue until “the injured person has been informed of discovery

of the injury by competent medical authority and that the injury was caused by exposure to asbestos

as described in this section .. . “ (emphasis added). So, asbestos disease cases are particularly
emblematic of the distinction between rights of action and causes of action.

Therefore — under either North Dakota law — or Virginia law — if a person was exposed to
insulation manufactured or installed by Mundet, that person may own a substantive inchoate cause
of action against Crown — Mundet’s legal successor-in-interest — from the time he was exposed
in the 1950s or early 1960s. See, e.g., this principle as implicit in the holding of the North
Dakota Supreme Court in Biesterfield v. Asbestos Corporation of America, 467 N.W.2d 730,
736-739 (N.D. 1991).

For example, if the asbestos-caused tumor began to grow in the year 2000 (after a typical 40
to 50 year latency period from the time of exposure) — then the plaintiff’s cause of action
technically would have vested in 2000 — the time when the plaintiff was harmed. But if the cancer
is not diagnosed for another nine years, until July 30, 2009, then the plaintiff’s right of action would

not accrue until that time.

Given this hypothetical, and assuming North Dakota House Bill 1430 or Virginia House bill
1762 is enacted and becomes effective on August 1, 2009 (July 1, 2009 for the Virginia statute),
Crown’s statute would retroactively extinguish the following substantive rights: (1) the plaintiff’s
inchoate cause of action, a “substantive property interests which may ripen into [a] vested right,”
Norfolk Sch. Bd., 234 Va. at 38, 360 S.E.2d at 328, which had existed for 40 to 60 years from the

time of exposure, and (2) the plaintiff’s vested cause of action which matured in 2000 and has
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existed for 9 years, and (3) assuming the Plaintiff had filed, but not tried, his case prior to July 1,
2009, the plaintiff’s accrued right of action on that cause of action. See the final section of North
Dakota House Bill 1430, which provides that, “(t)his chapter applies to all asbestos claims filed
against an innocent successor on or after the effective date of this Act [August 1, 2009]. This
chapter also applies to any pending asbestos claims against an innocent successor in which trial

1

has not commenced as of the effective date . . . .

The fact is that because of this interplay between inchoate substantive rights, vested causes
of action, rights of action, and asbestos disease latency, Crown’s bill is fatally and unworkably
unconstitutional. Any claim filed even prospectively would necessarily involve a longstanding
inchoate substantive rights dating back 40 to 50 years and likely a vested cause of action baséd on
a tumor or fibrotic condition that has been developing in the victim, but was undiagnosed, for as
many as ten years before the claim is filed. Crown’s statute will unavoidably retroactively destroy
“substantive property interests which may ripen into vested rights,” Norfolk Sch. Bd., 234 Va. at
38, 360 S.E.2d at 328, and ongoing vested rights, and “the retroactive application of a statute
impairing a ‘substantive’ right violates due process and is therefore unconstitutional.” Potomac

Hospital Corp. v. Dillon, 229 Va. 355, 360, 329 S.E.2d 41, 45 (1985).

II. CROWN’S BILL IS VIOLATIVE ARTICLE I, SECTION 21 --THE EQUAL
PROTECTION CLAUSE OF THE NORTH DAKOTA CONSTITUTION.

Article I, Section 21 of the North Dakota Constitution, described by the North Dakota
Supreme Court in Dickie v. Farmer Union Oil Company, 2000 ND 111, 611 N.W.2d 168 (N.D.

2000), as the “Equal Protection Clause of the North Dakota Constitution” provides as follows:

N.D. Const. Art. 1, §§ 21 (2008)

Section 21. [Privileges or immunities|
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No special privileges or immunities shall ever be granted which may not be altered, revoked
or repealed by the legislative assembly: nor shall any citizen or class of citizens be granted
privileges or immunities which upen the same terms shall not be granted to all citizens.

HISTORY: Const. 1889, Art. 1, §§ 20.

In Dickie -- decisional precedent which would likely provide the foundation for invalidating
any law established by an enactment of House Bill 1430 — the North Dakota Supreme Court
declared unconstitutional —on Equal Protection grounds — the Product Liability Statute of Repose
of N.D.C.C. Section 28-01.3-08, explaining as follows, in language particularly applicable to the

current circumstances of House Bill 1430:

Section28-01.3-08,N.D.C.C., as enacted by the legislature in 1995, provides in relevant part:
28-01.3-08. Statute of limitation and repose.

1. Except as provided in subsections 4 and 5, there may be no recovery of damages in a products
liability action unless the injury, death, or property damage occurs within ten years of the date of
initial purchase for use or consumption, or within eleven years of the date of manufacture of a
product.

This Court, in Hanson v. Williams County, 389 N.W.2d 319, 328 (N.D. 1986), declared

unconstitutional a substantively identical statute of repose, enacted by the 1979 legislature and
codified at N.D.C.C. §8§ 28-01.1-02.(1)

In Hanson we applied an equal protection analysis to the 1979 statute of repose and determined it
involved important substantive rights requiring an intermediate standard of review:

A statute of repose period begins to run from the occurrence of some event other than the event
of an injury that gives rise to a cause of action and, therefore, bars a cause of action before the injury
occurs. A person injured atter the statutory period of repose is left without a remedy for the injury.

Id at 321].

While there are economic consequences for manufucturers and their insurers underiying the

legislation in question, we believe our focus must be on the individuals affected, We are anwilling
to view human life and safety as simply a matter of economics. . . . The right to recover for
personal injuries is an impaortant substantive right. We conclude that the appropriate standard
of review to be applied in the present case is the intermediate standard or the close
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correspondence tesi,

Id. at 325 (citation omitted).

The question, therefore, is whether or not there is such a close correspondence between this
statutory classification and the legislative eoals as would justify this classification.

id._at 327. In performing the equal protection analysis in Hanson. this Court expressed its concern
about statutes "which arbitrarily deny one class of persons important substantive rights to life and
safety which are available to other persons.” fd._at 328. This Court stated the lcgislature had failed
to advance a basis for selecting the period of years for bar or repose other than the economic
interests of the manufacturers and suppliers and concluded there was no close correspondence
between the legislative goals and the classification created by the statute to withstand the equal
protection challenge. /d. .. ... .. '

We have carelully reviewed the legislative history of the 1995 enactment of N.D.C.C.
8§ 28-01.3-08 and we find no more supportive evidence demonstrating a close correspondence
between the stated legislative objectives and the classification created by the 1995 statute of repose
than existed in the 1979 enactment of its predecessor. There is simply no showing within the
testimony or data submitted in consideration of the 1995 legislation that litigation brought by
victims injured more than 10 years from the initial date of purchase of a product or 11 vears from
its manufacture, as compared {0 persons injured within those time periods. has caused inequity,
unfairness, or unreasonable exposure and unpredictability for manufacturers or suppliers in civil
litigation. There is simply no demonstration_by the testimony or evidence submitted to the
legislature which shows harm or prejudice to sellers and manufacturers resulting from damage
awards against them for injuries incurred more than 10 vears from initial purchase or 11 vears from

manufacture of defective products, We, therefore, hold there is not a close correspondence between
the legislative objectives under N.D.C.C. 88 28-01.3-08 and the classification created thereunder
to withstand an equal protection challenge under N.D. Const. art. I, §§ 21.

Therefore, under this compelling authority of Dickie v. Farmers Union Oil Company, supra,
where the “ten-year/eleven-year™ Product Liability Statute of Repose of N.D.C.C. 28-01.3-08 could
not survive the heightened level of scrutiny which the North Dakota Supreme Court applicd in its
“close correspondence™ test under the North Dakota Constitution’s Article I, Section 21, the “special
legislation”proposed by House Bill 1430 would not even have a chance of being sustained in the

face of an Equal Protection challenge.

A. Crown’s Bill Has The Potential To Release Or Diminish Crown’s Liability To
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The State of North Dakota Or Its Political Subdivisions.

Throughout the 1950s and early 1960s, Crown Cork & Seal’s predecessor Mundet provided
and/or instaltled asbestos insulation products to commercial buildings throughout the United States.
See, ¢.g.. Exhibit 2 attached hereto, Excerpt of Deposition of E.J. Stansbury, Dec. 16, 1983, at 17
(testifying that Mundet provided asbestos thermal insulation “[o]n all the pipe and/or equipment like
schools, hospitals, just commercial buildings.™).

As an insulation contractor that may have provided or installed asbestos insulation to
commercial buildings owned by the State of North Dakota or its subdivisions, Crown, as Mundet's
successor-in-interest may be liable to the State of North Dakota in tort or for remediation or
abatement costs,

B. Crown’'s Bill Is Drawn To Grant Crown a Special immunity Intended To
Benefit A Single Private Corporation,

House Bill 1762 has been crafled and tailored to grant a special immunity to one particular
corporation — Crown. As was stated earlier, similar statutes have been passed with varving success
in Pennsylvania, South Carolina, Florida, Georgia, Ohio and Texas. And as was discussed in
Section I, this bill and other statutes like it provide a complete affirmative defense to successor
lability for virtually all pending and all future claims.

But though such as defense is arguably available, we have been unable to discover any
corporation other than Crown that has actually taken advantage of one ot the already enacted statutes
as a defense in any of these seven states. In Texas litigation, Crown itself did not dispute that the
Texas statute creates a class of one, and it was unable to identify even one other possible member
of the putative “class’™ defined by the statute. And Kevin Collins, Crown’s expert who prepared a
report on the fair market value of Crown'’s predecessor during the Texas litigation, testified that
despite performing over 750 valuations a year, he did not know of a single company other than
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Crown to which this statute would apply.

This likely is because the Crown’s bill was plainly tailored to fit Crown’s specific corporate
history, and was not to be a general law designed to effectuate public policy. First, the details
defining the class fit Crown perfectly. House Bill 1430 applies only to corporations (not any other
form of business entity) that incurred successor asbestos liability in connection with a merger or
consolidation, or based on the exercise of control or the ownership of stock of the predecessor before
the merger or consolidation.  Crown first acquired its successor liability by exercising control of
Mundet atter purchasing a majority of its stock, before later merging with it. See Exhibits 1 & 4,
attached hereto. The bill applies only to corporations that did not continue in the asbestos business,
which Crown claims it has not. House Bill 1430. And the bill contains a curious paragraph
excluding from the effect of the bill “rights and obligations of an insurer, transferor, or successor
under an insurance contract or any related agreements. including preenactment settlements resolving
coverage-related disputes, and the rights of an insurer to seek payment for applicable deductibles,
respective premiums, or sel-insured retentions or to seek contributton for uninsured or self-insured
periods or periods . . . . House Bill 1430, Subsection 3 of the fourth Section of the fill. This
provision describes Crown’s liability insurance history, as set forth above under the Background
section, to a tee. Sec infra, Background; see also Exhibits 5, 6; Exhibit 7, at 53, said exhibits
being attached hereto.

Similarly telling are two details tied specifically to Crown’s corporate history. First,
Crown’s formal merger with Mundet did not occur until 1966. See, Exhibit 4, attached hereto.
The bill protects only those corporations whose first relevant successorship transaction occurred
before January 1, 1972. Subsection 3 of Section 1 of House Bill 1430. Crown likely argues that this

is the timed to correspond to the promulgation of OSHA and that “innocent™ successor corporations
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would have been less likely to know of the dangers of asbestos betfore this time.

In a fact which blatantly exposes the proponents’ arguments with respect to the January

1, 1972 “backwards immunity "date in House Rill 1430 to be particularly without merit— Crown's

specific predecessor — Mundet Cork — had been named as a defendant — and had been found

legally liable — and/or had voluntarily entered into monetary settlements — in ashestos disease

workers compensation cases dating as far back as the year 1954! See, the treatise. Asbestos:

Medical and Legal Aspects, Dr. Barry 1. Castleman, Fifth Edition. Aspen Publishers, New York,
(2005), ISBN 0-7355-5260-6. at pages 175 & 180-182, a copy of which excerpt being attached
hereto as Exhibif 12.°

Asanadditional example — the Virginia Workers Compensation Act recognized the deadly

disease of asbestosis as a compensable occupational disease in 1942, and Crown, as the owner of

two plants in Virginia. is presumed to have actual knowledge of the Commonwealth’s statutes.
Moreover, the Journal of the American Medical Association reported the link between asbestos and
cancer in 1949, But, of course. if either Virginia House Bill 1762 — or North Dakota House bill
1430 — had used these dates, 1t would not benefit Crown,

Second. Crown changed its state of incorporation from New York to Pennsylvania via a
merger and consolidation in 1989. To accommodate this further transfer of successor liability, the
bill provides that as long as the original transaction yielding successor liability took place before
January 1, 1972, the bill’s original limitation of liability survives intact through an infinite number
of subsequent transactions, no matter when they took place. House Bill 1430, at Section 1.

Subsection 4 thereof..

¢ It should be noted that earlier editions of Dr. Castleman’s treatise, *“Ashestos: Medical and Legal Aspects”,
have been accorded “learned treatise” status — under court evidence ruiles, by the United States District Court
for the District of North Daketa in fn re: North Dakota Asbestos Personal Injury Litigation No. 1, 737 F.Supp.
1087, 1691 (D. N. D, 1990), and by the Delaware Supreme Court in Nutt v. Nicolet, 525 A.2d 146, 148 (Del.
1987), and both of these cases, and Dr. Castleman specifically, were discussed by the North Dakota Supreme
Court in Anderson v. A.P.I. Company, 1997 ND 6, PP 6-19, 559 N.W.2d 204, 206-209 (N.D. 1999).
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Because the current Crown corporation inherited its asbestos liability by virtue of the 1989
merger, the bill includes this successor to a successor extension of the January 1, 1972 cutofT date,
another provision tailored to fit Crown’s corporate history.

The bill itself does not contain any justitication or explanation for the narrowly defined class
that it protects. for the bill is to remove the junk or near junk status of Crown’s corporate bonds.

But, once again, this goal benetits only Crown, nobody else. Moreover, it is more likely that the

Junk status of Crown’s bonds is due to the “highly leveraged™ state of the company, apart from any

asbestos liabilities. See Exhibit 7, 2007 Annual Report, at 8. Additionally, Crown’s bonds have
traded at or near junk level for years; long before it began peddling bills of this sort. See, e.g.,
Exhibit 9, Los Angeles Times, Now's u Good Time to Buy Corporate Bonds, Pros Say, C-4 (Aug.
26, 1999) (reporting in 1999 that “Crown Cork & Seal. the largest food and beverage can maker,
sold $350 million of three-year notes at a yield of 7.21%. The notes are rated “BBB™ by Standard
& Poor’s, one letter grade above junk status.”). Finally. there has been virtually no litigation against
Crown in Virginia. This firm has filed claims against Crown on only seven occasions in the pasi
nine years. Even assuming the rating is due to asbestos litigation, passing this bill in Virginia when
forty other states with more active Crown dockets have no such legislation will do nothing for
Crown’s bond rating.

Another basis for the bill, albeit one still benefitting Crown alone, is impending bankruptcy.
But though Crown’s annual reports bemoan its corporate debt, the fact remains that Crown
Holdings” 2007 Annual Report announces net sales of $7.7 billion (up from $6.9 Billion in 2006),
with more than 70% of those sales derived from operations outside of the United States. Exhibit
7, 2007 Annual Report, at 1. Crown’s annual interest expense on its corporate debt, net of interest

income, was $274 million in 2006 and $304 million in 2007. /4 at 21. Crown itself estimates that
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“its probable and estimable lability for pending and future asbestos claims and related legal costs
is $201 [million] at the end of 2007.” 2007 Annual Report at 54, Thus, Crown’s estimate of its
current and future asbestos liability is $100 million less than just one year of interest on its corporate
debt instruments. Further, these estimates have been incorporated into the company’s business
. through a pre-tax accounting charge, which is not an amount actually paid out in cash in a particular
year, but a charge taken to incorporate all payments for current and future cases. See id. That is
why Crown can declare to the SEC and its shareholders that “resolution [of asbestos-related claims
and settlements] is not expected to have a material adverse effect on the Company’s financial
position.” Id at 55. As Crown’s public filings demonstrate, a class that by definition includes only
Crown is not rationally related to the objective of saving “hard-pressed successors” from
bankruptcy. Crown is not on the verge of bankruptcy, and its protests that it is in dire need of rescue
by the Virginia General Assembly are belied by its own public filings.

Ultimately, both the bond rating issue and the bankruptcy issue are just proxies for Crown’s
veiled threat that if the bill is not passed, its two Virginia plants will shut down and the workers at
those plants will lose their jobs. But, again, this bill will have no impact on Crown’s bond rating
when litigation is still ongoing in at least forty other jurisdictions, and Crown is not going to go
bankrupt due its Virginia asbestos liability, if any Crown’s threat is nothing more than an attempt

to coerce special legislation.

III. THE BILL RETROACTIVELY IMPAIRS CONTRACTS AND HAS
ENORMOUS POTENTIAL FOR UNINTENDED CONSEQUENCES.

Finally, the bill impairs the original arms length contractual arrangement negotiated between
Mundet and Crown and erases the corporate liabilities Crown took on by purchasing the stock of and
later merging with Mundet, even while Crown continues to reap the benefits of that purchase. The

undisclosed and unforeseen consequences of passing this bill may be far reaching and would likely
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involve Crown and its insurers, Mundet and its insurers, and Crown’s and Mundet’s successors,
including the successors to Mundet’s Thermal Insulation Division.

Corporate liabilities do not simply disappear with a change in corporate form; that is why
the purported “innocence” of a particular corporation does not matter. Specific kinds of transactions
have certain consequences. The general rule is that when a company buys the shares of another
company, or merges or consolidates with another company, the predecessor ceases to exist and is
merged into the successor or both cease to exist and are consolidated into a new corporation. Under
these circumstances, the successor corporation retains the liabilities of the predecessor. See, e.g.,
Va. Code Ann. § 13.1-897(4) (“All habilities of each domestic or foreign corporation or eligible
entity that is merged into the survivor are vested in the survivor”); 15 FLETCHER CYCLOPEDIA
CORPORATIONS §§ 7121-22 (1999).

All corporations and their attorneys know this. Crown knew this in 1963 and again in 1966
when it deliberately entered into these contractual arrangements. This is well settled, predictable
corporate law. And because it is so well-settled and predictable, corporations are able to rely on this
law when they decide which course of action to take in an acquisition.

A corporation may choose to buy only the assets of another corporation, and not the
liabilities, but that is not what happened here. Crown — a multi-million dollar, multi-national
corporation -~ structured the transaction in which it acquired Mundet — a family owned business
sold by the executors of the estate of Joseph Mundet. Crown decided to opt for a stock purchase and
merger (instead of another form such as a limited asset purchase) in which it acquired Mundet’s
assets and liabilities. When Crown sold Mundet’s thermal-insulation assets, by contrast, the buyer
expressly assumed only the liabilities arising on or after the date of sale, see Exhibit 3, and therefore

upon merger, Crown retained those Mundet liabilities that arose before the sale. This is consistent
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with law of Virginia, New York, and Pennsylvania that liabilities stay with the surviving company
following a merger. See Va. Code Ann. § 13.2-897 (4); N.Y. Bus. CorP.LAW § 906; 15 PA. CONS.
STAT. § 1929. This is why Crown historically has not challenged its successor liability for
compensatory damages.

Moreover, Crown avoids the fact that it has benefitted for over 40 years from its stock
purchase and subsequent merger with Mundet. It purchased the majority of stock of Mundet, a
strong competitor in a desired market, and obtained sought-after operations that reduced its costs.
There can be no doubt that Crown benefitted all these years from that transaction. Yet Crown secks
to use changing corporate forms and special legislation to keep the benefits while jettisoning the
liabilities at the expense of claimants. The law does not permit that kind of manipulation of the

corporate form through special legislation.

The especially troubling thing about this bill is that it is likely to cause confusion and to
radically change settled expectations regarding mergers, acquisitions, and assumptions of liability
in corporate dealings. The assumption of liability rules noted above are longstanding, well known
rules. This bill will inject a huge exception into those rules that courts and commentators will have
to parse. Not only will the constitutionality of this bill be questioned but — assuming it is passed
and survives constitutional scrutiny -— the Virginia business community will have to determine what
implications this bill will have on their future operations and acquisitions. If a company decides to
acquire another company, could it possibly have successor purchased company status under the act?
What does this mean in terms of the type of acquisition that the purchasing company should be
undertake? What effect will that choice have on the purchasing company’s liabilities, form,

structure, assets, taxes, etc.? Will this act open the doors for other similar acts of special legislation

that other companies may lobby for to obtain special privileges or immunities? And, if so, will the
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exceptions ultimately swallow the general rules and completely destroy the current well settled and

predictable nature of Virginia corporate law?

CONCLUSION

House Bill 1762 is unconstitutional through and through for all of the foregoing reasons. It
has been drafted to benefit only one entity, Crown. It impairs the substantive rights of Virginia’s
citizens and will upset the settled expectations of Virginia’s businesses. It is not good for Virginia

business or Virginia’s citizens and should be rejected.
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2009 House Bill No. 1101
Testimony before the Senate Industry, Business, and Labor Committee
Presented by Rob Forward, Staff Attorney
Workforce Safety & Insurance
March 3, 2009

Mr. Chairman, Members of the Committee:

My name is Rob Forward and | am a staff attorney with WSI. | am here on behalf of
WS to testify in support of House Bill 1101. WSI's Board of Directors supports this bill.

All substantive sections of this bill increase benefits to injured workers.

First, Section 1 raises the amount of money paid to injured workers who have children
from ten dollars per child per week to fifteen dollars per child per week. |t is fair to
characterize this type of benefit as a bit of an oddity in the workers compensation
industry because most systems recognize that the amounts paid to injured workers for
wage loss are already designed to account for people who have children, and an
additional benefit for children is not considered logical. We point this out because WSI
does not maintain that this benefit is one upon which a person can raise child, and that
it should not be considered in that way. The increase that is now being proposed was
also proposed during the last legislative session. The research conducted then showed
that this type of benefit is paid in only six jurisdictions. For the sake of comparison, four
of those six jurisdictions pay the benefit in a weekly manner like North Dakota. Of those
four, the highest rate is fifteen dollars per child per week in Rhode Island. The others

pay five, six, and ten dollars per week.



Next, Section 2 elevates the benefit paid to injured workers under the “preacceptance
statute.” Under this statute, WSI may pay disability benefits to an injured worker prior to
determining whether their claim is compensable. Currently, the amount paid by WSi in
these situations is 60 percent of the average weekly wage in the state, which is the
minimum disability benefit allowed. As such, the amount payable to injured workers
does not take into consideration what their actual wage loss happens to be. This bili
directs WS to pay the same disability benefit it would pay as if the claim was accepted.
In other words, WSI would be able to pay injured workers preacceptance benefits using
the statutory formula that is based on injured workers’ actual wages. In practice, this
change will raise the amounts payable to injured workers receiving preacceptance

benefits who are earning more than the state’s average weekly wage at the time of their
injury.

Section 3 and Section 4 increase the maximum disability benefit from 110 percent to
125 percent of the state’s average weekly wage. In other words, this change raises the
cap on the wage loss benefits for injured workers. The current average weekly wage in
North Dakota is $626, so the increase would mean that the maximum rate would
change from $689 (110%) to $783 (125%). Another way of explaining this is to say that
an injured worker can now make up to $61,000 per year ($1,175 per week) in pre-injury
wages before the cap applies.

Section 5 of the bill increases reimbursements to injured workers who are being paid
an apportioned benefit. For some injured workers, their injuries are not entirely caused
by the workplace and so the law requires that their benefits be reduced according to the
percentage of their injury that is attributable to some non-work related cause. Currently,
WSI pays all benefits on these claims at a reduced percentage except for the costs of
vocational rehabilitation, burial expenses, and dependency allowances. Those
exceptions are paid on a 100 percent basis. WSI proposes to also pay travel and other
personal reimbursement related to seeking and obtaining medical care on a 100 percent

basis.



Next, Section 6 of this bill increases the maximum amount of death benefits payable to
a worker's spouse and eligible children from $250,000 to $300,000; it increases the
current one-time death benefit for the spouse from $1,200 to $2,500; and the current
one-time death benefit for children from $400 each to $800 each. And, although it does
not appear in the language of the bill, the non-dependency death benefit would also be
increased because it is calculated as a percentage of the dependency death benefit
(five percent); this increase would be from $12,500 to $15,000. The death benefit cap
was last changed in 2003 when the Legislative Assembly increased it from $197,000 to
$250,000.

Finally, Section 7 increases the maximum burial benefit from $6,500 to $10,000 for
expenses for the handling of funeral arrangements. The last time this benefit was
increased was in 1999 when the Leqgislative Assembly increased the benefit maximum
from $5,000 to the current level. For the sake of comparison, 46 of the 51 of workers
compensation jurisdictions in the United States have a cap of less than $10,000; three

pay up to $10,000; and the two highest jurisdictions pay up to $15,000.

This concludes my testimony. | would like to answer any of your questions.
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Summary as introduced:

Successor corporations; asbestos-related liability. Limits the cumulative successor asbestos-related liabilities of a
corporation to the fair market value of the total gross assets of the transferor determined as of the time of the merger
or consolidation, and states that the corporation is not responsible for successor asbestos-related liabilities in excess
of this limit, as the limit may be adjusted. The limitation does not apply to workers' compensation benefits, claims
not constituting successor asbestos-related liability, or obligations under the National Labor Relations Act or
collective bargaining agreements. Further, the limitation applies only to a corporation that assumed or incurred
certain ashestos-related liabilities prior to January 1, 1972, and to any successors of that corporation. A corporation
may establish the fair market value of total gross assets by reference to the going-concern value of the assets or to
the purchase price attributable to or paid for the assets in an arm's-length transaction, by reference to the value of the
assets recorded on a balance sheet if there is no other readily available information from which fair market value can
be determined, or any other method reasonable under the circumstances. The limitation applies to all asbestos claims
filed on or after July 1, 2009, and to all pending asbestos claims for which trial had not commenced as of such date,
except that any provision that would be unconstitutiona) if applied retroactively will be applied prospectively.

Full text:
01/08/09 House: Prefiled and ordered printed; offered 01/14/09 090099588 (impact statement)

Stestus:

01/08/09 House: Prefiled and ordered printed; offered 01/14/09 090099588
01/08/09 House: Referred to Committee on Commerce and Labor

01/22/09 House: Failed to report (defeated) in Commerce and Labor (8-Y 14-N)
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INTRODUCED

090099588 ,
HOUSE BILL NO. 1762
Offered January 14, 2009
Prefiled January 8, 2009
A BILL to amend the Code of Virginia by adding a section numbered 13.1-721.2, relating 1o
asbestos-related liabilities of successor corporations.

Patron—Kilgore
Referred to Committee on Comrnerce and Labor

Be it enacted by the General Assembly of Virginia:

1. That the Ceode of Virginia is amended by adding a section numbered 13.1-721.2, as follows:

§ 13.1-721.2. Applicability of limitations on successor ashestos-related liabilities.

A. As used in this section:

"Asbestos claim” means any claim, wherever or whenever made, for damages, losses,
indemnification, contribution, or other relief arising our of, based on, or in any way related to asbestos,
to the extent such claims are recognized under the laws of the Commonwealth, including (i) any claim
related to the health effects of exposure to asbestos, including any claim for personal injury or death,
mental or emotional injury, risk of disease or other injury, or the costs of medical monitoring or
surveillance; (i) any claim made by or on behalf of any person exposed to asbestos, or a representative,
spouse, parent, child, or other relative of the person; and (iii) any claim for damage or loss caused by
the installation, presence, or removal of asbestos.

"Corporation" means a corporation for profit, including a domestic corporation organized under the
laws of the Commonwealth, or a foreign corporation.

“Successor” means a corporation that assumes or incurs, or has assumed or incurred, successor
asbesios-related liabilities.

“Successor asbestos-related liabilities” means any liabilities, whether known or unknown, asserted or
unasserted, absolute or contingent, accrued. or unaccrued, liquidated or unliquidated, or due or to
become due, that are related in any way to asbestos claims, and that were assumed or incurred by a
corporation as a result of or in connection with a merger or consolidation, or the plan of merger or

consolidation related to the merger or consolidation, with or into another corporation or that are.

related in any way to asbestos claims bated on the exercise of control or the ownership of stock of the
corporation before the merger or consolidation. The term includes liabilities that, after the time of the
merger or consolidation for which the fair market value of total gross assets is determined under
subsection F, dre or were paid or otherwise discharged, or committed to be paid or otherwise
discharged, by or on behalf of the corporation, or by a successor of the corporation, or by or on behalf

of a transferor, in connection with setilements, judgments, or other discharges in the Commonwealth or
another jurisdiction,

"Total gross assets” includes intangible assets.

“Transferor” means a corporation from which successor asbestos-related liabilities are or were
assumed or incurred. : . .

B. The limitations in subsection D shall apply to a corporation that is a successor and became a
successor prior to Janvary 1, 1972, and to any successors of that corporation.

C. The limitations in subsection D shall not apply io:

1. Workers' compensation benefits paid by or on behalf of an employer to an employee under Title
65.2 or a comparable workers' compensation law of another jurisdiction; -

2. Any claim against a corporation that does not constitute a successor asbestos-related liability; or

3. Any obligation under the National Labor Relations Act (29 U.S.C. § 151 et seq.), as amended, or
under any collective bargaining agreement. '

D. Except as provided in subsection E, the cumulative successor asbestos-related liabilities of a
corporation are limited to the fair market value of the total gross assets of the transferor determined as
of the time of the merger or consolidation. The corporation is not respomsible for successor
asbestos-related liabilities in excess of this limitation.

E. If the transferor assumed or incurred successor asbestos-related liabilities in connection with a
prior merger or consolidation with a prior transferor, then the fair market value of the total assets of
the prior transferor, determined as of the time of the earlier merger or consolidation, shall be
substituted for the limitation sei forth in subsection D for purposes of determining the limitation of
liability of a corporation.

F. A corporation may establish the fair market value of total gross assets for the purpose of the
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limitations under subsection D through any method reasonable under the circumstances, including:

1. By reference to the going-concern value of the assets or to the purchase price attributable to or
paid for the assets in an arm's-length transaction; or

2. In the absence of other readily available information from which fair market value can be
determined, by reference to the value of the assets recorded on a balance sheet.

G. To the extent total gross assets include any liability insurance issued to the transferor whose
assets are being valued for purposes of this section, the applicability, assignability, terms, conditions,
and limits of such insurance shall not be affected by this chapter, nor shall this chapter otherwise affect
the rights and obligations of a transferor, successor, or insurer under any insurance contract or related

* agreement, including, but not limited to, rights and obligations under pre-enactment settlements between

a transferor or successor and its insurers resolving liability insurance coverage, and the rights of an
insurer lo seek payment for applicable deductibles, retrospective premiums, or self-insured retentions or
to seek contribution from a successor for uninsured or self-insured periods or periods where insurance
is uncollectible or otherwise unavailable. To the extent total gross assets include any such liability
insurance, a settlement of a dispute concerning such liability insurance coverage entered into by a
transferor or successor with the insurers of the transferor before the effective date of this chapter shall
be determinative of the total coverage of such liability insurance 1o be included in the calculation of the
transferor’s total gross assels. :

H. Except as provided in subdivisions 1, 2, and 3, the fair market value of total gross assets at the
time of a merger or consolidation increases annually at a rate that is equal to the sum of (i) the prime
rate as listed in the first edition of the Wall Street Journal published for each calendar year since the
merger or consolidation, unless the prime rate is not published in that edition, in which case a
reasonable determination of the prime rate on the first day of the year may be used, and (ii) one
percent. Notwithstanding the foregoing provisions of this subsection:

1. The rate to be determined in accordance with in the first sentence of this subsection is not
compounded;

2. The adjustment of fair market value of total gross assets continues as provided in the first
sentence of this subsection until the date the adjusted value is first exceeded by the cumuiative amounts
of successor asbestos-related liabilities paid or committed to be paid by or on behalf of the corporation
or a predecessor, or by or on behalf of a transferor, afier the time of the merger or consolidation for
which the fair market value of total gross assets is determined; and '

3. No adjustment of the fair market value of total gross assets shall be applied to any liability
insurance that may be included pursuant to subsection G in the determination of fotal gross assets.

L. To the fullest extent permissible, courts shall liberally apply the limitations under this section to
the issue of successor asbestos-related liabilities.

J. If any provision of this section or the application thereaf to any person or circumstance is held
invalid, such invalidity shall not affect the provisions or applications of this section that can be given
effect without the invalid provision or application, and 10 that end the provisions of this section are
severable.

K. This section shall apply to all asbestos claims filed on or after July 1, 2009, and to_all pending
asbestos claims for which trial had not commenced as of such date, except that any provisions of this
section that would be unconstitutional if applied retroactively shall only be applied prospectively.



PATTEN, WORNOM, HATTEN & DIAMONSTEIN, L.C.

DONALD N. PATTEN ATTORNEYS AND COUNSELORS AT LAW KEvIN M. DIAMONSTEN
. ROBERT R. HATTEN SUTTE 300 VERONICA E. MEADE SHEPPARD'

ALAN A. DIAMONSTEIN LINDSEY A, CARNEY

HeNRY DUNCAN GARNETT, JR. 12350 JEFFERSON AVENUE Erin E, HIBRONIMUS

AVERY T. WATERMAN, JR.! NEWPORT NEWS, VIRGINIA 23602 JASON E. MESSERSMITH

ELEANOR WESTON BROWN?

SoUTH T. PATTERSON Or COUNSEL

JaMES H. SHOEMAKER, JR. (757) 223-4500 STANLEY W. DRUCKER

HucH B. McCorMicK, TTT WILLIAM M. MARTIN, [T

STEVEN A. MEADE Fax (757) 249-3242 3, CONARD METCALF™®

DoucLas E. MILLER ALLAN R, STALEY

PATRICK R, PETTITT WRITER'S DIRECT DIAL: (757) 223-4530 GaRY M. DiMuzio®’

Topb M. LYNN WRITER'S E-MAIL: dpatten(@pwhd.com

WILLIAM W, C. HARTY WEBSITE: http:/fwww.pwhd.com

JENNTRER WEST VINCENT NEAL J. PATTEN (RETIRED)
THOMAS R. WATKINS (1925-1995)
I. LEAKE WORNOM, JR. (1926-2008)

| Admitted in VA, DC and LA -

* Admitted in VA and NC * Admitted in CO and WA

? Admitted in VA, DC, PA and NY “VA Peading

* Admitted in VA, DC and MD ? Admitted ip TX

January 23, 2009

The Honorable Benjamin L. Cline
Virginia House of Delegates

P. O. Box 406
Richmond, Virginia 23218

Dear Delegate Cline:

Re:  House Bill 1762 Relating to Asbestos-Related Liabilities
of Successor Corporations

I have received information today regarding Crown Cork & Seal which I believe to be
important, of which I wanted to make you aware. As you know, Crown Cork has always made
the argument that they were never involved in the manufacture or sale of asbestos products and,
therefore, they are different than any other company (such as Owens-Illinois) that did
manufacture and sell such products,

I have enclosed an excerpt from the deposition from E. J. Stansbury which was taken in .
Texas on December 16, 1983. Mr. Stansbury was employed by Mundet Cork in 1945 and was
still employed by Mundet Cork at the time of its purchase by Crown Cork & Seal in 1963. He
worked for Crown Cork & Seal for 3 months until its insulation division was sold to another
corporation. Mr. Stansbury testified on pages 23-24 as follows:

Page 23
Line 10 A, I worked with Mundet from 1945 until they sold

11 their company.
12 . Who did they sell the company to?
13 Crown Cork and Seal.
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Now, when Mundet sold to Crown Cork and Seal,
did Mundet employees, that you know of], go to
work for Crown Cork and Seal?

Yes.

And did Crown Cork and Seal continue to sell
Mundet Cork inventory?

Inventory?

Yes.

Yes, for a period of about three months. They
only owned it for about three months.

And would this inventory include 85 percent
magnesia products?

Yes.

And did Crown Cork and Seal continue contracting
insulation after the purchase of Mundet Cork
Company?

Yes.

And did Crown Cork an Seal continue with the
same warehouses and same offices that were
previously occupied by Mundet Cork Companty?
Yes. :

Did Crown Cork and Seal continue using products
and filling orders of products with the Mundet .
name on them?

Yes.

* ok ¥

Did the 85 percent magnesia products that you
have described for us today that were manufactured
and distributed by Mundet Cork Company contain
asbestos during the entire period, that you know

of, that you worked for Mundet Cork?

Yes. ‘
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PATTEN, WORNOM, HATTEN & DIAMONSTEIN, L.C.

The Honorable Benjamin L. Cline
January 23, 2009
Page 3

*As you can see, Mundet did sell asbestos insulation during the 3 months that it owned the
ingulation division of Mundet Cork. This is contrary to the representations that they have always
made to members of the committee.

Very truly yours,

PATTEN, WORNOM, HATTEN &
DIAMONSTEIN, P.C.

Donald N, Patten
DNP/k
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IN THE UNITED STATES DISTRICT COURT  yv 4, o84
FOR THE WESTERN DISTRICT OF TEXAS

SAN ANTONIO AND AUSTIN DIVISIONS

ARTY A. HAWKINS, BT. UX. I
vs.

FIBREBOARD CORPORATION,
ET. AL. )

Pt ek et 2 P

DEPOSITION OF @WPY .

\E.J.. STANSBURY /
S ‘
5 -

taken on the 1§th ai 7 4n the offices

of Mr. Richard Mithoff, 3450 One Allen Center,
Houston, Harris County, Texas, between the hours of_
1:40 p.m. and 3:40 p.m., pursuant to the Federal

Rules of Civil Procedure.

COASTAL REPORTING SERVICE
224.1659 .
Page 1
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MR. ROSS CROSSLAND

900 Milam Building

8an Antonio, Texas 78205
Appearing for A.C.E S,, Inc.

MR. TERRY PRY

8 Greenway Plaza

1200 Cashco Tower

Housgton, Texas 77046
Appearing for Ryder Industrias

MR. J. MICHAEL MYERS

2000 Frost Bank Tower

San Antonio, Texas 78205
Appearing for Nicolet, Inc.

MR, ROBERT SCOTT

-B00 Capital Bank Plaza

Houston, Texas 77002

Appearing for Combustion Engineering,

MR, THOMAS W. TAYLOR

600 Conoco Tower
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Houston, Texas 77046
Appearing for Nicolet, Inc.

MR. 0.J. WEBER

Mehaffy, Weber, XKelth & Gonsowulin

Interfirat Tower

Beaunont, Texas 77702

Appearing for the witneams, Mr. E.J.
Stansbury

" Inc,
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MS. JANE E. BOCKUS

1805 N.B.C, Building

San Antonio, Texas 78205
Appearing for Kean Corporation

MR, MICHAEL S. NARSETE

Mayor, Day & Caldwall

North Tower Pennzoll Place
Houston, Texas 77002

Appearing for Pittsburgh Corning

MR. STEPHEN C. PERRY

1300 American Bank Tower
Austin, Texas 78701

Appearing for Pitisburgh Corning

MS. M. PATRICIA ASBLEY
Thornton, Summers, Blechlin,
Dunham & Brown
1900 Tower Life Builéding
San Antonio, Texas 78205
Appearing for Pibreboard Corporation

MR. R. LYN STEVENS

Weller, Wheelus & Green-

Fifth Floor Patroleum Building

550 Fannin Street

Beaumont, Texas 77701

Appearing for Pibreboaxrd Corporation

MR. FRANK HARMON

3300 Two Houston Center
Houston, Texas 77010

Appearing for Crown Cork & Seal

COASTAL REPQRTING SERVICE
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THEREUPON,

‘E.J. STANSBURY,

baing by me fjirst duly sworn to tell the whole truth

as hereinafter certified, testified as follows:

DIRECT EXAMINATION

BY MR. BUDD:

L- I A -

Would yon give your name, pleane?

E.J. Stansbury.

And your addreas, Mr, Stansbury?

519 Heatherglen, Houston 77096,

Mr. Stanabury, can you tell us a little bit about
your background, firgt beginning with your ‘
school, 1f any, as far as college education
goesg?

Y have a.B.s. deg;ee from Sam Houston State un@
the University of Houston.

And what was your primary interest of atudy
therea?

Mechanical engineering..

And when did you receive these degrees?

42,

Could you tell us a little bit about your.
employment background, beginning with vour

work after graduating from college?

e Eom e 4 e e e e bt A e Tt S s
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MR, EARMON: X will sustain that.
MR, WEBER: You don't want to
ask him the real cruclal issue,

then we have objections.

BY MR. BUDD:

Mr. S5tanshury, how long --
Ara you-~all through?
How long did you continue working foi Mundet

Cork Company?

I worked with Mundet from 1945 until they sold .
their company. '

Who did they se€ll the company to?

Crown Cork and Sexl.

Now, when Mundet sold to Crown Cork and Seal,
did Mundet employees, that you know 0of, go to
work for Crown Cork and Seal?

Yas. '

And did Crown Cork and Seal conflnue to s3ell
Mundet Coxk inventory?

Inveﬁto:y?

Xes.

Yes, for a period of about three months. They

.only owned 1t for about three months.

And would this inventory include 85 percent

magnesia products?

COASTAL REPORTING SERVICE
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Yas.

And did Crown Cork and Seal continue contracting
insulation after the purchase of Mundet Cork
dbmpany?

Yesn.

And &id Crown Cork and Seal continue.wiyh the
pame warehonges and pame offices that were
previously occupied by Mundet Coxk Company?

Yes.

Did Crown Cork and 5e§1 continue using productas:
and filling orders of'products with the Mundet |
name on them?

Yesn.

And did you, as an employee, Continue with the
same amployee benefits that you had with the
Mundet Cork Cohpany?

Xes.

.and distributed by Mundet Cork Company contain

pid the B5 percent magnesia products that you

have described for us today that were manufactur&d

aabestos during the entire péerliod, that you know
ol, thzat you worked for Mundet Cork?

Yeasn.

MR. BUDD: I think that's all

I have.

COASTAL REPORTING SERVIGE .
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For example, consider a corporation that has engaged in some kind of business activity that
may give rise to liability. If the total gross asset value of that corporation were $10 million, the

maximum amount plaintiffs could collect from that company (even if the plaintiffs could take

R

priority over all the creditors of the company) would be the total asset value of the company. But

R

assume the same corporation merges into a successor corporation worth $1 billion. Even though that

successor itself did nothing wrong, it could be liable for up to its entire $1 billion solely because the

[

predecessor was merged into it. In mass torts situations like asbestos, when there are many claimants

and scores of defendants are already bankrupt, an innocent successor corporation that is solvent can

be unjustly singled out and threatened with bankruptcy for wrongs it did not do.

In some circumstances, the rule of successor liability can cause a tremendous injustice, as in

the case of Crown Cork & Seal, the inventor of the bottle cap and one of the companies that has been

swept into asbestos litigation by plaintiffs’ lawyers searching for solvent defendants. Crown never
—re—————
manufactured, sold, or installed a single asbestos-containing product in the company’s 100-year

——

history. Yet, the company has been named in over 300,000 asbestos-related lawsuits because of its

SR P PR

brief association with a dormant division of a competing bottle cap manufacturer over forty years

ago.

P P —

In November 1963, Crown purchased a majority of the stock of Mundet Cork Co., a small

family-owned manufacturer which made bottie caps, just as Crown did. Before the acquisition,
Mundet had a small side business making, selling, and installing asbestos and other insulation. By
the time of Crown’s stock purchase, however, Mundet had shut down its insulation operations.
Crown never operated the insulation manufacturing operation. Within ninety-three days after Crown
obtained its stock ownership interest in Mundet, what was left of the Mundet insulation division —
. idle machinery, leftover inventory, and customer lists — was sold off by Mundet. Mundet also

agreed not to enter that business again. Thereafter, Crown acquired all of Mundet’s stock and

@ 2
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, North Dakota Business Corporation Fike No. A0S a
SUBMIT DUPLICATE ORIGINALS ° %

=D

| Ur gy
APPLICATION FOR CERTIFICATE OF WITHDRAWAL. /5 052 )

To the Secretary of State,
State of North Dakota
Bismarck, North Dakota

Pursuant to the provisions of Section 10-22-14 of the North Dakota Century Code, the undersigned cor-

poration hereby applies for a Certificate of Withdrawal from the State of North Dakota, and for that purpose
submits the following statement:

(N
(2)
(3)

(4)
(5)

(6)

The name of the corporation is. crown Cork & Seal Company, Inc,

It is incorporated under the laws of M

That the corporation is.not transacting business. in.the State of North Dakota.

It hereby surrenders its authority to transact business.in the State of North Dakota.

It_revokes, the authority. of jts: registered:agent in-the State. of North, Dakota o accept service of

‘processand-cotisents‘that service of process in any action; suit or procéeding baséd upon any cause of
~actioniarising in the State of North Dakota duriniethe time the corporation was authorized to transact

business in the State of North Dakota thereafter be made on the corporation by service thereof on the
Secretary of State of the State of North Dakota.
The post office address to which the Secretary of State may mail a copy of any process against the

corporation that may be served on himis One Crown Way, Philadelphia, PA 19154~4599
(Completa streat address required. A post office box number may be added.)

(7) The aggregate number of shares which it has authority to issue, itemized by classes, par value of
shares, shares without par value, and series, if any, within a class, as of this date is:
Number of Shares Class Series Par Value Without Par Value
500,000,000 Common - 5.00
50,000,000 Preferred - 41.8875
30,000,000 Preferred - ~0- 30,000,000

{8) The aggregate number of its issued shares, itemized by classes, par value of shares, shares without par

value, and series, if any, within a class, as of this date is:

Number of Shares Class Series Par Value Without Par Value
128,410,797 Common - 5.00
12,432,622 Preferred - 41.8875

(over)

(N. D. - 558 - 7/31/85)
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(9)

(10)

)

(12)

On the date of execution of this application, the total value of issued or allotted shares of all classes
was$  PRIVATIZED

(This figure needed for computation of additional licene fees.)

On the date of execution of this application, the amount of stated capital of this corporation expressed
in dollars was $ PRIVATIZED

{Stated capital is the sum of (1) bsued par value, (2) consideration for no par value except amounts allocated to capital arplus and (3) other
maoney transferred to stated capital.)

The figures in items |1 and 12 should be figures beginning with the date used as the :hsedbuimnond\olutamnnlreponﬁled. and
ending with the dats of execution of this application.

During the period beginningon _ January 1 . 19_94 , and ending on December 31 . 19 96
the value of all the property owned by the corporation wherever located was $ PRIVATIZED
and the value of all its property located within the State of North Dakota was $§ PRIVATIZED

During the period beginning on  January 1 , 1996 , and ending on December 31 . 19 96
the gross receipts of this corporation derived from its Business operations wherever ransacted was
$_PRIVATIZED . and the gross receipts of this corporation derived from its business operations
transacted in whole or in part within the State of North Dakota for that period was $§ PRIVATIZED

We the undersigned have read the foregoing application and know the contents thereof and verily believe
the satements made therein to be true.

/—7 .,.-‘;
. N \/ Q i |
Dated:__ {afaken. /iy 1977 B))% <, /bar’ /["‘""\J

esidpnt)
i ’ }
And S\ RO T _&ggqg\_;
(Secremery-or Assistant s«:rtﬁu-y)
Office Use Only
Certificate No. License Fee This Report $

Filing

Receipt No.

\D0S 1]/ Previous Fee Paid $

By Balance Due $

06-85
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Annual report which provides a comprehensive overview of the company for the past year
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)
[ X ] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2008

| | TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-50189

Crown Holdings, Inc.
(Exact name of registrant as specified in its charter)

. Pennsylvania 75-3099507
(State or other jurisdiction of incorporation or
organization) (Employer [dentification No.)
One Crown Way, Philadelphia, PA 19154
(Address of principal executive offices) (Zip
Code) 3
Registrant’s telephone number, including area ¢
SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT:
Title of each class Name of each exchange on
which registered
Common Stock $5.00 Par Value New York Stock Exchange
Common Stock Purchase Rights New York Stock Exchange
7 3/8% Debentures Due 2026 New York Stock Exchange
7 2% Debentures Due 2096 New York Stock Exchange
SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT:
NONE
(Title of Class)

.ndicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the
Securities Act. Yes[ X ] No[ ]

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of
the Exchange Act. Yes| ] No[X] 3



