UNITED STATES BANKRUPTCY COURT

DISTRICT OF DELAWARE
X
Inre : Chapter 11 Case No,
ARMSTRONG WORLD INDUSTRIES, : 00-4471 (JKF)
INC., et al., :
Debtors. : (Jointly Administered)
X

FINDINGS OF FACT AND CONCLUSIONS
OF LAW REGARDING CONFIRMATION OF THE
FOURTH AMENDED PLAN OF REORGANIZATION
OF ARMSTRONG WORLD INDUSTRIES, INC., AS MODIFIED

Armstrong World Industries, Inc. (“4AWTI"), as debtor and debtor in possession (the
“Debtor™), having proposed and filed the Fourth Amended Plan of Reorganization of
Ammstrong World Industries, Inc., dated May 23, 2003 (as modified by the modifications
filed on October 17, 2003, November 10, 2003 and December 3, 2004 (collectively, the
“Modifications") the “Plan”),' and the Disclosure Statement in respect of the Fourth
Amended Plan, dated June 2, 2003 (the “Disclosure Statement”™); and the procedures for
solicitation and tabulation of votes to accept or reject the Plan having been approved by the
United Stales Bankruptey Court for the District of Delaware (the “Bankruptcy Cowurt’™)
pursuant to an order dated April 21, 2003 (the “Voting Procedures Order™); and the
Disclosure Statement having been approved by the Bankruptey Court pursuant to an order
dated June 4, 2003, as containing “adequate information” pursuant to section 1125 of the
Bankruptey Code (the “Disclosure Statement Order™); and the Affidavit of Trumbuil

Associates LLC (fk.a. Tmmbull Services, LLC) (“Trumbull’y Regarding Service by First

! Capitalized terms used but nol defined herein have the meanings ascribed to them in the Plan.



Class Mail of the Solicitation Materials Related to the Plan Pursuant to the Disclosure
Statement Order, dated Tuly 1, 2003 (the “Trumbutl Affidavit of Mailing™), having been
filed with the Bankruptcy Court, and the Affidavit of Service of Voting Documents by
Innisfree M&A Incorporated (“Innisfree™), dated June 25, 2003 (the “Innisfree Affidavit
of Mailing” and, together with the Trumbull Affidavit of Mailing, the “Affidavits of
Mailing”), having becn filed with the Bankruptcy Court; and the certificate of publications
of Kathy Kinsella of Kinsella Communications, Ltd. (the “Certificate of Publications™)
attesting to the publication of the Contirmation Hearing Publication Notice and the
Asbestos Publication Notice (as hereinafter defined) in accordance with the Voting
Procedures Order having been filed with the Bankruptey Court; and the Certification of
Votes Tabulated by Trumbull (the “Trumbuall Certification™) and the Certification of
Votes Tabulated by [nnisfree (the “Innisfree Certification” and, together with the
Trumbull Certification, the “Certifications of Votes™) having been filed with the
Bankruptcy Court on November 7, 2003; and AWI having filed with the Bankruptey Court
the affidavits in support of confirmation of the Plan of (1) William C. Rodruan, Vice
President and Controller of AWI (the “Rodruan Affidavif’), (i1) Daniel L. Aronson, a
Director of Lazard Fréres & Co. LLC, (“Lazard”), financial advisors to AWI (the
“dronson Affidavit™), and (iii) Dcan M. Trafelet, the Future Claimants’ Representalive
(the “Trafelet Affidavit” and, together with the Rodruan Affidavit and the Aronson
Affidavit, the “Affidavits in Support of Plan Confirmation™) (collectively, with the
Affidavits of Mailing, the Certificate of Publications, and the Certifications ol Votes,
“4dWI's Confirmation Documents”), and each of the Objections (as hereinafier defined)

other than the objection of the Unsecured Creditors’ Committee (as hereinafter defined),
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dated November 12, 2003, having been resolved, overruled or withdrawn prior to the
hearing to consider confirmation of the Plan conducted by the Bankruptcy Court on
November 17 and 18, 2003 (the “Initial Confirmation Hearing”); and, on December 19,
2003, the Bankruptoy Court having entered the Proposed Findings of Fact and
Conclusions of Law Regarding Confirmation of the Fourth Amended Plan of
Reorganization of Armstrong World Industries, Inc., as Modified (ihe “Proposed Findings
and Conclusions™) and the Proposed Order Confirming the Fourth Amended Plan of
Reorganization of Armstrong World Industries, Inc., as Modified (the “Proposed
Confirmation Order’), and on December 29, 2003, the Unsecured Creditors’ Committes
having filed an objection to the Proposed Findings and Conclusions (the “Unsecured
Creditors’ Committee’s Objection”) with the United States District Court for the District
of Delaware (the “District Court’);, and the District Court having condueted a hearing to
consider the Unsecured Creditors’ Committee’s Objection on December 15, 2004, and on
February 23, 2005, the District Court having issued a memorandum decision and order (the
“District Court Order’”) denying confirmation of the Plan; and on March 4, 2005, AWI
having filed a notice of appeal from the District Court Order with the United States Court
of Appeals for the Third Circuit (the “Third Circunit Appeal’’); and on December 29, 2005,
the Third Clircuit having issued an opinion affirming the District Court Order; and on
February 8, 2006, the District Court having entered the Order (the “Case Management
Order”) Establishing Schedule with Respect 1o Hearing on Confirmation of the Fourth
Amended Plan of Reorganization of Armstrong World Industries, Inc., as Modified; and
putsuant to the Case Management Order, on February 21, 2006, AWI having filed the

Fourth Amended Plan of Reorganization of Armstrong World Industries, Inc., as Modified
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(the “Modified Plar’™); and the District Court having conducted a hearing to consider
confirmation of the Modified Plan on May 23, 24, 25, and July 11, 2006 (the
“Confirmation Hearing”Yy, and the District Court having reviewed and considered the
Modified I’lan, the Exhibit Volume filed with the Bankruptcy Courl on September 5, 2003
(as modified and as may be moditicd from time to time, the “Exhibit Volume™), AWI’s
Confirmation Documents, the Disclosure Statement, the Disclosure Statement Order, and
the entire record of the Initial Contirmation Hearing and the Confirmation Hearing, and the
District Court being familiar with the Modified Plan and other relevant factors affeeting
AWT's chapter 11 case (the “Chapter 11 Case™); and the District Court having taken
judicial notice of the entire record of the Chapter 11 Case since the Commencement Date;
and the appearance of all interested parties having been duly noted in the record of the
Confirmation Hearing; and the District Court having entered its decision and order, dated
August 14, 2006 (the “Unfair Discrimination Decision and Order™), overruling the Unfair
Discrimination Objection (as hereinafter defined); and after due deliberation and sufficient
cause appearing therefor;

IT IS HEREBY FOUND, CONCLUDED, AND ADJUDGED, AS
FOLLOWS:

FINDINGS OF FACT

Prepetition Asbestos-Related
Personal Injury Litigation Against AWI

l. Prior to the Commencement Date, AWT was named as a defendant
in personal injury and wrongful death actions seeking recovery for damages allegedly

caused by the presence of, or exposure to, asbestos or asbestos-containing products.
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2, During the three-year period immediately prior to its December 6,

2000 chapter 11 tiling, AWI paid over $500 million in settlement payments (including
delense costs) on account of asbestos-related personal injury and wrongful death clatms.
As of September 30, 2000, approximately 173,000 asbestos-telated personal injury and
wrongful death claims were pending against AWI within the tort system in a multitude of
jurisdictions. (Disclosure Statement, p. 17, Docket No. 4801).

Prepetition Ashestos-Related
Property Damage Litigation Against AWI

3 Prior 10 the Commencement Date, AWI was named as a defendant
in 273 property damages cases seeking recovery for damages allegedly caused by the
presence of ashestos-containing materials in plaintiffs’ premises. Such claims gencrally
were not the result of AWID's insulation installation contracting activities. Instcad, those
that were actively pursued against AWI concerned primarily resilient floor covering
products manufactured and sold by AWI prior to 1983, (Disclosure Statement, p. 25,
Docket No. 4801).

Events Leading to the
Commencement of AWTI's Chapter 11 Case

4. On October 5, 2000, Owens Coming (“OC™) filed for chapter 11
protection to address its asbestos liabilities. fr re Owens Corning, et al., Chapter 11 Case
No. 00-03837 (JKF) (Bankr. D. Del)). Following the QC filing, AW was unable to obtain
a replacement credil facility with acceptable terms for its then-existing $450 million credit
[acility due to expire on Qctober 19, 2000. OC’s chapter 11 filing raised additional
concerns about the possibility of increased settlement demands of asbestos plaintifts given
that, prior to its filing, OC had been a major defendant in ashestos litigation. (Rodruan

Affidavit, al 1 5).
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5. On October 25, 2000, both Standard & Poors and Moody’s Investors
Scrvices downgraded AWI's long-term debt rating, citing the reduction in committed
credit facilitics, prospects for weaker operating performance, and continued uncertainty
surrounding AWI's asbestos personal injury liability as result of, among other things, OC’s
chapter 11 filing. (Rodruan Affidavit, at Y 6).

6. After October 25, 2000, AWI was unablc to issuc commercial paper
and, instcad, borrowed fromt its remaining $450 million credil facility. As of December 6,
2000, approximately $50 million of commercial paper was outstanding, and the entire
5430 million credit [acility had been drawn and was outstanding. (Rodruan Affidavit, at
17
Commencement of AWI's Chapter 11 Case

7. On December 6, 2000 (the “Commencement Date’), AWI and two
of its wholly-owned dircct and indirect subsidiaries, Nitram Liquidators, Inc. and Desseaux
Corporation of North America (collectively, the “Debtors™), each commenced a case under
chapter 11 of the Bankruptcy Code. (Debtors’ Chapter 11 Petitions, Docket No. 1).

5 By ptevious order of the Bankruptcy Courl, daled December 7,
2000, the chapter 11 cascs of the Debtors are bemg jointly administered pursuant to Rule
1015 of the Federal Rules of Bankruptey Procedure. (Debtors’ Joint Administration Order,
Docket No. 10).

9. AWDs chapter 11 case (the “Chapter 11 Case”) originally was
assigned to the Honorable Joseph J. Faman, Jr., a United States District Court Judge for the
District of Delaware. During the fourth quarter of 2001, the Third Circuit assigned District

Court Judge Alfred M. Wolin of New Jersey to preside over the Chapter |1 Case in the
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District of Delaware. The Third Circuit also assigned Judge Wolin Lo preside over four
other asbestos-related chapter 11 cases pending in the District of Delaware (together with
the Chapter 11 Case, the “Five Asbestos Cases™). Judge Wolin retained issues relating to
ashestos personal injury claims and referred other asbestos related issues and bankruptey
related matters in the Chapter 11 Case to U.S. Bankruptcy Court Judge Randall L
Newsome,

10. Since the Commencement Date, the Debtors have continued to
operale their business and manage theiwr properties as deblors in posscssion pursuant to
sections 1107(a) and 1108 of the Bankruptey Code.

11. No trustee or examiner has been appointed in the Debtors’
chapter 11 cases. On or about December 15, 2000, the United States Trustee for the
Districl of Delaware (the “U.S. Trustee™) appointed the Official Committee of Unsccured
Creditors (the “Unsecured Creditors® Committee”™), and the Official Committce of
Asbestos Claimants (the “Asbestos PI Claimants® Committee™). (Notice of Appointment
of Unsecured Creditors® Committee, Docket No. 90; Notice of Appointment of the
Asbestos PI Claimants” Committee, Docket No. 91).

12. On or about July 19, 2001, the U.5. Trustee appointed the Official
Comiutice of Asbestos Property Dumage Claimants (the “Asbestos PD Committee’™).
(Notice of Appointment of Asbestos PD Committee, Docket No. 1075). The Asbestos PD
Committec was disbanded as of Seplember 18, 2003, pursuant (o the terms of the Global
Asbestos PD Seitlement, which was approved by the Bankruptcy Court on August 25,

2003, (Order Approving Global Asbestos PD Settlernent, Docket No. 5464).
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13.  On or about March 1, 2002, the Bankruptcy Court entered an order

approving the appointment of Dean M. Trafelet as the legal representative for AWI's
future asbestos personal injury claimants (the “Future Claimants’ Representative,” and
together with the Unsecured Creditors” Committee and the Asbestos PIL Claimants’
Committee, the “Committees”). (Order Appointing Future Claimants’ Representative,
Docket No. 2096).

Negotiation of the Plan

14, Since the commencement of its Chapter 11 Case and promptly after
achieving stabilization of its business operations, AWI engaged in extensive and
continuing negotiations with the various constituents in the Chapter 11 Case in order to
formulatc a long-tcrm business plan and, ultimately, to formulate, negotiate and propose a
plan of reorganization. (Rodruan Affidavil, at q 8).

15, On Augnst 29, 2002, AWl and the representatives of the
Committees appeared at a status conference before the Distnet Court. At such status
conference, the District Court requested that AW file a plan of reorganization within 45
days. (Rodruan Affidavit, at 19).

16. Following such status conference, AWI focused its efforts, together
with the Committees, on negotiating and working out the details of a comprchensive plan
of reorganization that had the support of all the major constituencics in the Chapter 11
Case. These efforts involved substantial time and effort on the part of AWI, the
Committees, and their respective professionals. (Rodruan Affidavit, at  10).

17 On QOctober 17, 2002, AWI and the representatives of the

Committees appeared at a subsequent status conference before the District Court. At such
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status conlerence and after substantial negotiations, the parties reached agreement on the
terms of a plan that had the support of the Committees. (Rodruan Affidavit, at 4 11). Asa
result of such agreement, on November 4, 2002, AWI filed the Plan of Reorganization of
Armstrong World Industries, Inc. with the Bankruptcy Court (the “Original Plan”).
(Docket No. 3313).

18, On December 20, 2002, AWI filed the proposed disclosure
statement with respect to the Original Plan. (Docket No. 3313).

19.  Subsequent to the filing of the Original Plan and proposed
disclosure statement, AW, the Committces and other parties in interest engaged in further
negotiations in an effort to resolve a number of objections that arose in connection with
approval of the disclosure statement, which resulted in AWI filing amended plans of
reorganization on March 14, 2003 (thc “First Amended Plan”), April 3, 2003 (the
“Second Amended Plan™), and May 1, 2003 (the “Third Amended Plan™). (Docket
No. 4241, No. 4414, and No. 4636, respectively).

20.  Hearings 10 consider the adequacy of the Disclosure Statement were
conducted by the Bankruptcy Court on February 28, 2003, April 4, 2003, May 5, 2003, and
May 30, 2003 (collectively, the “Disclosure Statement Hearing™).

21, On May 23, 2003, AWI filed the Plan (Docket No. 4802) and the
Disclosure Staterment (Docket No. 4801) to, infer alia, address the comments made by the

Bankruptcy Court at the Disclosure Statement Hearing and 1o make other agreed changes.

The Voting Procedures Order
22, On April 21, 2003, by the Voting Procedures Order, the Bankruptey

Court approved (i) solicitation and tabulation procedures and (ii) the forms of ballots and

master ballots (collectively, the “Ballots™) to be used in connection with the solicitation of
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votes to accept or reject the Plan (the “Voting Procedures™). (Voting Procedurcs Order,
Docket No. 4564).

The Disclosure Statement Order
and Solicitation of Votes on the Plan

23, On June 2, 2003, by the Disclosure Statement Order, the Bankrupicy
Court, among other things, (i) found that sufficient and timely notice of the Disclosure
Statement Hearing was given in accordance with the Bankrupicy Rules and orders of the
Bankruptcy Court and (ii) approved the Disclosure Statement as containing “adequate
information” within the meaning of section 1125 of the Bankruptcy Code. (Disclosure
Statement Order, Docket No. 4885).

24,  The Disclosure Statement Order and the Voting Procedures
established the record date for detenmining creditors entitled to vote on the Plan (the
“Voting Record Date”) as June 4, 2003,

25.  The Disclosurc Statement Order authorized and directed Trumbull
and Innisfree (collectively, the “Voting Agents™), on behalf of AWI, to solicit acceptances
and rejections of the Plan in a manner consistent with the Bankruptcy Code, the
Bankruptcy Rules and in accordance with the procedures set forth in the Disclosurc
Statement Order and the Voting Procedures. (Disclosure Statement Order, Docket
No. 4885).

26. In compliance with the Disclosure Statcment Order and the Voting
Procedures, AWI caused 1o be (ransmitted by first class mail, postage prepaid, to (i) each
holder of a Claim against AWI listed in the schedules as of the Voting Record Date,
(ii) each helder of a Claim represented by a proof of claim filed against AWI, (11) each

Entity listed on the schedules as a party to an executory contract or an unexpircd lease with
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AWTI and any Entity listed as a party to any contract listed on Exhibit “8.1,” “8.2” or “8.4”
1o the Plan, (iv) each holder of a Claim held by a Lender (as such term is defined in the
Voling Procedures) as of the Voting Record Date, (v) each holder of record of the Equity
Interests in AWI, (vi)all holders of Debt Security Claims and the holders of equity
sccurities issued by Armstrong Holdings, Inc. (“Heldings Equity Securities”),
accordance with the procedures set forth in section 3. of the Voting Procedures, and
(vii) all known holders of Asbestos Personal Injury Claims and Indirect PI Trust Claims, in
accordance with the procedures set forth in section 4 of the Voting Proccdures, the
following: (a)a copy of the Disclosure Statement and all exhibits thereto, including,
without limitation, the Plan annexed thereto as Exhibit “A™ and the Disclosure Statement
Order annexed thereto as Exhibit “B;” (b)the Notice of (i) Approval of Disclosure
Statement, (i1) Establishment of Record Date for Voting Purposes, (iii)} Hearing to
Consider Confirmation of the Plan, (iv) Procedures for Objecting to Confirmation of the
Plan, and (vi) Procedures and Deadline for Voting on the Plan (the “Initial Confirmation
Hearing Notice™), and (¢) 1f such holder was entitled, pursuant to the Disclosure Statement
Order, to vote, an appropriate Ballot for each class in which such holder was entitled lo
vote and a pre-addressed return envelope for each such Ballot (collectively, a “Solicitation
Package”™). (Trumbull Affidavit of Mailing, at 9 3).

27. Pursuant to the Disclosure Statement Order, AWI was required to
complete such transmittal on or before June 20, 2003 (except with respect to holders of
Ioldings Equity Securities as described below), and such transmittal was timely completed
in accordance with the requirements of the Disclosure Statement Order. (lTrumbull

Affidavit of Mailing, at  2; Innisfree Affidavit of Mailing, at 9] 3).
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23, Pursuant to the terms of the Disclosure Statement Order, AW] was

authorized and directed to cause a Solicitation Package to be served on the holders of
Holdings Equity Securities by August 22, 2003, The rccord date for determining the
holders of Holdings Equity Securities entitled to receive Solicitation Packages was set as
August 13, 2003 (the “Holdings Record Date™) (Rodruan Affidavit, a1 9 11).

29, In accordance with the Disclosure Statement Order, AWI caused to
be transmilied by first class mail, postage prepaid, a Solicitation Package (without a Ballot)
to all holders of Holdings Equity Securities as of the Holdings Record Date, by August 22,
2003.

30. The Disclosure Statement Order authorized and dirceted AWI to
provide or cause o be provided notice by publication (the “Initial Confirmation Hearing
Publication Notice™) of the approval of the Disclosure Statement, the Voling Deadline, the
time and place of the Initial Confinnation Hearing, the time and date by which objections
to confirmation of the Plan were required to be filed, and other pertinent information.
{DHsclosure Statement Order, Docket No. 4885).

31.  The Initial Confirmation Hearing Publication Notice was published
(i) twice in The New York Times, The Wall Streer Journal and US4 Today (weekday
editions of the national edition), and (ii) once in each of the newspapers and trade
publications set forth on Exhibits “E™ and “F” to the Disclosure Statement Order, on the
dates set forth next to the name of each such publication as set forth in paragraph 6 to the
Certificate of Publications, in accordance with the Disclosure Statement Order.

(Certificate of Publications, Docket No. 5309).
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32, The Disclosure Statement Order authorized and direcled AWI to

provide or causc to be provided notice by publication to all unknown holders of Asbestos
Personal Injury Claims (the “4sbestas Publication Notice”) of the Voung Deadline, the
Objection Deadline and other pertinent information relating to the Initial Confirmation
Hearing and the solicitation of votes on the Plan. (Disclosure Statemeni Order, Docket
No. 4885).

33.  The Asbestos Publication Notice was published once in each of the
publications listed in paragraph 5 to the Certificate of Publications on the dates set forth
next to the name of each such publication. (Certificate of Publication, Docket No. 5304).

34, AWI's publication of the Initial Confirmation Hearing Tublication
Notice and the Asbestos Publication Notice complied in all material respects with (he
requirements of the Disclosure Statement Order and the Voting Procedures.

35. Writlen requests for Solicitation Packages were received from each
of the persons or entities listed on Exhibit “A™ to the Trumbull Certification, and Trumbull
mailed by first-class mail, postage-prepaid, a Solicitation Package to each of the persons or
entities listed on Exhibit “A™ on or about the date specified next to the name of each such
person or enlity., (Trumbull Cerification, at ] 73.

36.  AWT's distribution of the Solicitation Packages complied with the
requiraments of the Disclosure Statement Order.

37. The Disclosure Slatement Order (1) established the dale and time by
which all Ballots were required to be completed, executed, marked and actually received
by the Voting Agents in order to be counted as timely acceptances or rejections of the Plan

(the “Original Voting Deadlineg'”) as September 22, 2003, at 5:00 p.m., Wilmington,
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Delaware time; {ii) cstablished Scptember 22, 2003, at 4:00 p.m., Wilmington, Delaware
time, as the date and time for filing objections lo conhrmmalion of the Plan (the “Objection
Deadline™); (iii) established QOctober 24, 2003, at 4:00 p.m., Wilmington, Delaware time,
as the last date and time for AWI, the DIP Lenders, the Prepetition Lenders, and the
Committees to file responses to objections to confirmation (the “Reply Deadline™); and
(iv) scheduled the Initial Confirmation Hearing to commence on November 17, 2003,

38. By order of the Bankruptcy Court dated September 24, 2003, the
Original Voting Deadline was extended to 5:00 p.m., Wilmington, Delaware time, on
October 17, 2003, (Order Exiending Voung Deadline, Docket No. 5688). Thereafter, by
order of the Bankruptcy Court dated October 11, 2003, the Qriginal Voting Deadine was
further extended to 5:00 p.m., Wilmington, Delaware time, on October 31, 2003 (the
“Voting Deadline”). (Sccond Order Extending Voling Deadline, Docket No. 5797).
Filing of the Exhibit Volume

39, In accordance with Article LB of the Plan, on September 5, 2003,
AWI filed with the Bankruptcy Court the Exhibit Volume, which included draft forms of
(i) the Amended and Restated Articles of Incorporation, (ii) the Amended and Restated By-
Laws, (iii) the Asbestos Pl Trust Agreement, (iv)the Asbestos PI Trust Distribution
Procedures, (v) the Claims Sctilement Guidelines, (vi) the New Long-Term Incentive Plan,
(vii)the New Warrants, (viii)the Plan Note Indentures, (ix)the Stockholder and
Registration Rights Agreement, (x) a list identifying the individuals appointed as Asbestos
PI Trustees, (x1) a list identifying the proposed Board of Directors of Reorganized AWL,
and (xii) lists of (a) any exccutory conlracts and unexpired leases to be assumed pursuant

to the Plan, (b) any execulory contracts and unexpired leases to be rejected pursnant to the
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Plan, and (c) previously hsted executory contracls no longer considered executory, and
(xiii) Management Agreements that AWI intends to enter into in connection with
consummation of the Plan (of which there are none). (Exhibit Volume, Docket No. 5508).
44, In connection with filing the Modified Plan, on Febmary 21, 2006,
AWTI filed revised exhibits to the Modified Plan. These exhibits included the following:
(i) the Amended and Restated By-Laws, (ii) the Amended and Restaled Articles of
Incorporation, (ili) the Asbestos Pl Trust Agreement, (iv)the Asbestos Pl Trust
Distribution Procedures, (v) the Claims Settlement Guidelines, (vi) the New Long-Term
Incentive Plan, (vii) the Plan Note Indentures, (viii) the Stockholder and Registration
Rights Agreement, (ix) a list identifying the individuals appointed as Asbestos PI Trustees,
(xii) a list identifying the proposed Board of Directors of Reorganized AWI, and (xii) lists
of (a) any cxccutory contracls and unexpired leases 1o be assumed pursuant to the Plan,
(b) any executory contracts and unexpired lcases to be rejected pursuant to the Plan, and
(c) previously listed executory contracts no longer considered executory. (Modified I’lan,

Docket No. 2116). See, infra, | 64.

Classification of Claims and Equity Interests Under the Plan

41. The Plan designates the following classes of Claims and Equity
Interests:

Class 1 - Priority Claims

Class 2 - Secured Claims

Class 3 - Convenience Claims

Class 4 - Asbestos Property Damage Claims

Class 5 - COLI Claims

Class 6 - Unsecured Claims other than Convenience Claims

Class 7 - Asbestos Personal Injury Claims

Class 8 - Environmental Claims

Class 9 - Affiliate Claims

Class 10 - Subsidiary Debt Guarantee Claims
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Class 11 - Employee Benetfit Claims
Class 12 - Equity Interesis

(Plan, Article I1).

42.  The Plan defines a "Convenience Claim™ as an Unsecured Claim
{other than a Debt Security Claim) in the amount of $10,000 or less or that is reduced to
$10,000 at the election of the Claimant. A holder of an Allowed Convenience Claim will
be paid 75% of the Allowed Amount of its Allowed Convenience Claim in cash on the
later of the Effective Date and as soon as practicable after such Convemence Claim
becomes Allowed. (Plan, Section 1.48). As of the date of the Imtial Confirmation
Hearing, AWI estimated that approximately 2,050 holders of Unsecured Claims cither
have Convenience Claims or have elected to have their Unsecured Claims treated as
Convenicnce Claims. (Rodruan Affidavit, at 913). The treatment of such claims as
Convenience Claims enables AWI to avoid having to keep track of such Claims for
purposes of making Distributions on each Distribution Date and to avoid having to issue
small amounts of New Common Stock and Plan Notes (f issued) to such holders.
(Rodruan Affidavit, at § 13). Accordingly, the designation of a class of Convenience
Claims (Class 3) is rcasonable and ncccssary for administrative convenicnce.  (Plan,
Article II; Rodruan Affidavit, at 13).

43, All Claims within cach class are substantially similar 1o the other
Claims in that class, and the class of Equity Interests (Class 12) consists of a single holder
of Equity Interests. (Plan, Article IT; Rodruan Aftidavit, at ¥ 14).

44, The classification scheme was not proposed to create a consenling

impaired class or to manipulate class voting. (Plan, Article I1; Rodruan Affidavit, at 4 14).
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The Voting

45, Section 3.1 of the Plan identifics cach of the following Classes as
unimpaired under the Plan: Class 1 (Priority Claims), Class 2 (Sccured Claims), Class 4
(Asbestos ’roperty Damage Claims), Class 5 (COLI Claims), Class 9 (Affiliate Claimns),
Class 10 (Subsidiary Debt Guarantee Claims), and Class 11 (Employee Benefit Claims).
Pursuant to section 1126(f) of the Bankruplcy Code, the holders of Claims in these
Classes, and, therefore, these (Classes, are conclusively presumed to have accepted the
Plan.

46.  Because of the Global Asbestos PD Settlement and the disallowance
of other Asbestos Property Damage Claims, Class 4 no longer has any Claims in it.
(Rodruan Affidavit, at 12). Class 8 currently is comprised solely of the claims of the
United States Environmental Protection Agency (the “EP4™) arising under that certain
Settlement Agreement, dated January 25, 2005 (the “EPA Settlement Agreement™), which
was approved by the Bankruptey Court on August 23, 2005, Because the EPA is receiving
the (reatment provided for it in the EPA Scttlement Agreement, Class 8 is unimpaired.

47,  The Voling Agents have made a final determination of the validity
of, and tabulation respecting, all acceptances and rejections of the Plan by the impaired
Classes of Claims and Equity Interests entitled to vote on the Plan, and the Certifications
of Votes sct forth such results, including the amount and number of Claims of each Class
voting to accept or reject the Plan, The following summarizes, by each impaired Class, the

voting on the Plan:
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Class 3/ % voting 10 Accept | § /% voting to #/% voting to | # / % voting to
Reject Accept Reject

Class 3 2,291,751/98.24% 41,029/1.76% 747/98.68% 10/1.32%

Class 6 266,151,238/23.21% §80,433,654/76.79% | 1,646/88.03% 224/11.98%

Class 7 3,614,58%,300/98.315% | 62,114,300/1.69% 297 338/98.23% | 5,351/1.77%

Class 12 | 40,255,499/100% 1/100% .

Accordingly, each of impaired Classes 3 and 7 has accepted the Plan by at lcast two-thirds
in amount and a majority in number of the Claims in each such Class aclually voling,
Class 6 has failed to accept the Plan because less than two-thirds in amount of Claims in
Class & actually voting on the Plan voted Lo accept the Plan. These voting results apply to
the Modified Plan as well. Although Class 12 originally voted to accept the Plan, because
the holder of Equity Interests in Class 12 is not receiving or retaining any property under
the Modified Plan, Class 12 is decmed to have rejected the Modified Plan.

48. Class 7 (Asbestos Personal Injury Claims) has voted by at least 75
percent (75%) of those voting in favor of the Plan. This vote also applies to the Modified
Plan,

49.  The determination of the Voting Agentls with respect to the voting
on the Plan validly and correctly sels forth the tabulation of votes, as required by the
Bankruptcy Code, the Bankruptcy Rules, and the Disclosure Statement Order.
Modifications to the Plan

50.  On October 17, 2003, November 10, 2003, and December 3, 2004,
AWI filed the Modifications.

Among other things, the Modifications (1) rellect the

incorporation of the Term B Loan concept as part of AWI's exit financing facility,
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(ii) clarify that, with respect to the 144A Offering, (a) if the 144A Offering Proceeds are
less than the amounts rcquircd under the terms of the Plan, AWI will issuc securities
substantially similar to the 144A Debt Sceuriuies, and (b) the 144A Cffering Procecds are
carved out of the definition of Available Cash under the Plan, (111) rellecl an agresment that
AW will not issue any floating rate notes unless such notes are issued on terms and
conditions that are mutually satisfactory to AWI and the Comimittees, (iv)reflect an
amendment to the definition of the Effective Date, (v) clarify the definition of Available
(Cash and the timing of the Distribution of Available Cash to the Asbestos PI Trust,
(vi) provide for modifications to the Asbestos Pl Trust Agreement and the Asbestos Pl
Trust Distribution Procedures, which, among other things, preserve the ability of holders of
Indirect Pl Trust Claims to prove their Claims against the Asbestos PI Trust, and
(vii) correct technical errors with respect to the agreements listed on Exhibits “8.1," “8.2,”
and “8.4" to the Plan.

51. Notice of the proposed Modifications was provided (o the United
States Trustee, the attorneys for the Committees, the attorneys for the Debtors’ Prepetition
Lenders, and all parties on the Debtors’ Core Group Service List and All Notices List in
these cases pursuant to the Bankruptcy Court’s Order Establishing Case Management
Procedures and Hearing Schedule, dated February 11, 2002 and the Bankruptlcy Court’s
Revised Order Establishing Case Management Procedures and Hearing Schedule, dated
May 26, 2004. The Modilications do not adversely affect the treatment of the Claim of
any creditor or the Equity Interests of any equity security holder who has not accepted in

writing the Modifications.
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52. For a discussion of modifications reflected in the Modificd Plan,

see, infra, 1 64-65.

Objections ta Confirmation of the Plan

53 By the Objection Deadline, objections to confirmation of the Plan

(colleetively, the “@bfections™) were filed by the following parties:
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ACE USA Insurers (Docket No. 5633)

Amchem Products, Inc., Certainteed Corp., Dana Corp., LU. North America,
Inc., Maremont Corp., National Service Industries, Inc., Nosroc Corp., Pfizer
Ine., Quigley Co., Inc., and Union Carbide Corp. (the “CCR Members™)
California Franchise Tax Board

Center for Claims Resolution (*CCR™)

Directly Affiliated Local Union 461, AFL-CIO (“DALU 461")

E.F.P. Floor Products Fussboeden Gbmll, St. Johann in Tirol (Austria)
(“EFP™)

Georgia Department of Natural Resources

John Crane, Inc.

Liberty Property Iloldings, 1..P.

Unsecured Creditors’ Committee (Conditional Objeclion)
Safeco Insurance Company of America (“Safeco™)
Solutia Inc.

Travelers Indemnity Company and Travelers Casualty and Surely Company
(“Travelers™)

United States
United States Department of Labor

United States Gypsum Co. (“USG™)




« U8 Trustee

After the Objection Deadline, objections were filed by Liberty Mutial Insurance Company
(“Liberty Mutual™) and Bank Onc Trust Company, N.A., as indenture trustee (“Bank
One™). In addition, afler the Objection Deadline, on November 12, 2003, the Unsecured
Creditors’ Committee filed a Memorandum of Law of the Official Committee of
Unsecured Creditors in Opposition to Confirmation of the Debtors” Fourth Amended Plan
of Reorganization (the “November 12 Objection™). In responsce to a motion by AWI, dated
November 14, 2003, sccking cntry of an order pursuant to Bankrupicy Rules 2006 and
3020 striking certain objections contained in the November 12 Objection, the Bankruptcy
Court entered a separate order striking certain objections contained in the November 12
Objection. The objections by Liberty Mutual and Bank One, and the remaining objections
in the November 12 Objection arc included within the scope of the term “Objections™ as
used herein.

54, In accordance with the Disclosure Statement Order, AWI filed a
reply to the Objections (the “Reply™) by the Reply Deadline and served the Reply on all
entities required to be served so that such entities actually received the Reply by the Reply
Deadline.

55, The Objections of the ACE USA Insurers, Liberty Properly
Holdings, L.P., the U.5, Trustee, the California Franchise Tax Board, the CCR Members,
CCR, DALU 461, EFP, Georgia Departmeni of Natural Resources, John Crane, Inc.,
Safeco, Solutia Inc., Travelers, the Uniled States, the United States Department of Labor,

Liberty Mutual, and USG have been withdrawn. The Objection of Bank One and the
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remaining objections in the November 12 Objection were overruled by the Bankruptey

Court at the Initial Confirmation Hearing,

The Initial Confirmation Hearing
56.  Pursuant to section 524(g)(3) of the Bankruptecy Code, one of the

requirements for a valid Asbestos PI Permanent Channeling Injunction 1s that “thc order
confirming the plan of reorganization was issued or affirmed by the district courl that has
jurisdiction over the reorganization case ...." 11 U.S.C § 524(¢)(3). The Bankruptey Code
and the Bankruptey Rules do not specify the precise procedure [or having the District
Court “issuc or aftirm™ the confirmation order. Conscquently, courts have adopted
different approaches for addressing district courl review and approval of plans that contain
asbestos “524(g) injunctions.” In AWI’s case, AWI requested that the District Court and
Bankruptey Court preside jointly over the hearing on confirmation of (he Plan becausc that
would provide the most expeditious means for AWI to emerge from chapter 11.
Accordingly, the Initial Confirmation Hearing was scheduled to commence on November
17, 2003 in the District Court, with both Judge Wolin and Judge Newsome presiding
Jjointly.

57, On October 10, 2003, however, credilors in In re Owens Corning, et
al., Chapler 11 Case No. 00-03837 (JKF) (Bankr. D. Del)), filed a motion seeking to recuse
District Judge Wolin from further participation in the OC case on the grounds that certain
court appointed consultants advising Judge Wolin in the Five Asbestos Cascs did not
qualify as “disinterested™ because these consultants also actively represent future asbestos
personal injury claimants in another asbestos chapter 11 case pending in the Third Circuit.
The recusal motion was followed by the filing of an Emergency Petition for a Writ of

Mandamus with the Third Circuit on October 24, 2003, Motions were subsequently filed
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in certain other of the Five Asbestos Cases seeking similar relicf. On November 5, 2003,
the District Court issued an order staying all matlers pending before it in the Five Asbestos
Cases, as well as its participation in any matters pending before the Bankruptey Court.

58.  The Bankruptcy Court agreed to go forward with the previously
scheduled Initial Confirmation Hearing absent the participation of the District Court, and,
on November 17 and 18, 2003, the Bankruptcy Court conducted the Initial Confirmation
Hearing, On December 19, 2003, the Bankruptey Court issued the Proposed Findings and
Conclusions and a Proposed Confirmation Order. (Docket No.'s 6255 and 6256,
respectively).

59.  Because of the statutory conditions for issuance of the Asbestos Pl
Permanent Channcling Injunction thai forms the core of the Plan, however, conlinmation of
the Plan remained subject to entry of a final Confirmation Order by the District Court,

The Unsecured Creditors’ Committee’s
Objection and the Third Circuit Appeal

60. On December 29, 2003 the Unsceured Creditors’ Comimittee filed
with the District Court the Unsecured Creditors’ Committee’s Objection — its objections to
the Proposed Findings and Conclusions issued by the Bankruptecy Court. No other
objections to the Proposed Findings and Conclusions or to the Proposed Confimmation
Order were filed. Pursuant to a stipulation that was approved by the Bankrupicy Court on
January 15, 2004, responses to the Unsecured Creditors’ Committee’s Objection were
required to be filed and served by February 13, 2004, On February 13, 2004, AW,
together with the Asbestos Pl Claimants® Committee and the Future Claimants’

Representative, filed a joint response to the Unsecured Creditors® Committee’s (Ybjection.
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61. On February 23, 2005, the District Court 1ssued the District Court
Order denying confirmation of the Plan on the ground that the Plan failed to satisfy section
1129(b) of the Bankruptey Code because (1) Class 6, the class of gencral unsceured
creditors, voted to reject the Plan, and (it} the Plan provided for the distnbution of warrants
to the class of Equity Interest Holders (who are junior to the unsecured creditors who voted
to reject the Plan). On March 4, 2005, AW initiated the Third Circuit Appeal. On
December 29, 2005, the Third Circuit 1ssucd an opindon affirming the District Court Order,
Filing of the Modified Plan

62.  On February 3, 2006, AWI and the representatives of the
Committees appearcd at a status conference before the District Court. At such status
conference, AWI and the representatives of the Committees made a joinl molion [or entry
of an order cstablishing a schedule for a hearing belore the District Court on confirmation
of the Modified Plan.

63.  On February 8, 2006, the Court entered the (ase Management
Order. Among other things, the Case Managemenl Order (i) established May 23, 2006 as
the date for the hearing to consider confirmation of the Plan, (ii) cstablished a discovery
schedule in connection therewith, and (iii) provided that the District Court would preside
over the Confirmation Hearing,.

64. In accordance with the Case Management Order, on February 21,
2006, AWI filed the Modified Plan with the Bankruptcy Court, together with updated
versions of the Plan Exhibits. (Docket No. 9116). The Maodified Plan (i) deletes
provisions in the Plan relating to the issuance of warrants to the holder of AWI's Equity

Interests, (ii) updates the Amended and Restated Articles of Incorporation and the
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Amended and Restated By-Laws to reflect the passage of time and cerlain modifications to
Pennsylvania law, (iii) updates the list identifving the proposed Board of Directors of
Reorganized AW1,” and (iv) updates the schedules of executory contracts annexed to the
Plan (the “Updated Contract Schedules’™) to refleet the passage of time and the effect of
the Bankruptey Court’s Order Pursuant to Bankrupley Rules 2002(a)(7) and 3003{c)(3)
(I) Fixing a Final Date for Filing Prools of Claim Relating to Certain Contracts and Leascs
and (II) Approving the Proposed Forms of Proof of Claim and Notice (Docket No. 8594).
The modifications reflected in the Modified Plan do not adversely affect the treatment of
the Claim of any creditor who has not accepted in writing such modifications. Such
madifications are included in the scope of the term “Meodifications™ as used hereinafter.

65. Aside [rom the modifications described above, the Modified Plan
does not otherwise substantively revise the Plan, Because, pursuant to the Modified Plan,
no distribution shall be made in respect of the Equity Interests in AWI, Class 12 is
impaired and deemed to reject the Modified Plan. AWI has not (and is not required to
have) solicited votes to accept or reject the Modificd Plan. As used hereinafter, the terin
“Plan’ shall refer to the Modified Plan.

66.  Tursuant to the Case Management Order, and in accordance with the
agreement reached among AWI, the Asbestos PI Claimants® Committee, the Future

Claimants’ Representative and the Unsccured Creditors’ Committee, which is the only

? Exhibit 7.21 identifies three (3) of the individuals proposed to serve on the Board of Directors of
Reorganized AWI. The exhibit further provides that (i) four (4) additional directors would be
nominated jointly by the Official Asbestos Claimants’ Committee and the Future Claimants’
Representative and disclosed at or before the Confirmation Hearing, and (ii) two (2) additional
directors would be nominated by the Unsecured Creditors” Committee and disclosed at or before
the Confirmation Hearing. Such disclosure was made at the Confirmation Hearing.
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party that had an outstanding objection to the Plan, the sole objection that would be
considered at the Confirmation [learing is the Unsecured Creditors’ Committee’s
contention that the Plan discriminates unfairly with respect to Class 6 under 11 U.S.C.
§ 1129(b) (the “Unfair Discrimination Objection”). The Unsecured Creditors’
Comumittee, however, reserved the right to seek an order of the District Court suspending
the Confimmation Hearing or denying confirmation of the Plan based upon the prospect of
the likely passage of the Fairness in Asbestos Injury Resolution Act, although any party in
- interest shall have the right to object to any such request. The Unsecured Creditors’
Committee did not seek such an order. Other than as expressly sct forth above in this
paragraph 66, all other objections of the Unsecured Creditors’ Commillee to conlirmation
of the Plan were waived or withdrawn, with prejudice. Pursuant to the Unfair
Discrimination Decigion and Order, the District Court overruled the Unfair Discrimination
Objection,

67. In compliance with the Disclosure Statement Order, the Voting
Procedures, and the Case Management Order, AWI caused to be transmitted by first class
mail, postage prepaid, notice of entry of the Case Management Order, the filing ol the
Modified Plan, the time and place of the Confirmation Heanng, and other pertinent
information (the “Confirmartion Hearing Notice™) to (i) each holder of a Claim against
AWI listed in the schedules as of the Voting Record Date, (i) cach holder of a Claim
represenled by a proof of claim filed against AWI, (ili) cach Entity listed on the Updated
Contract Schedules sct forth in Exhibits “8.1,” “8.2" or “8.4" to the Plan, (iv) each holder
of & Claim held by a Lender (as such term is defined in the Voting Procedures) as of the

Voling Record Date, (v) each holder of record of the Equity Imterests in AWI, (vi)all
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holders of Holdings Equity Sccuritics, in accordance with the procedures set forth in

section 3.g of the Voting Procedures, (vii) counsel to all known holders of Asbestos
Personal Injury Claims and Indirect PI Trust Claims, and (viii) individual holders of
Asbcstos Personal Injury Claims that completed and submitted a ballot with respect to the
Plan. [Trumbull Affidavit, Docket No. 9157].

65. AWI provided or caused to be provided notice by publication (the
“Confirmation Hearing Publication Notice”™) of entry of the Case Management Order, the
filing of the Modified Plan, the time and place of the Confirmation Hearing, and other
pertinent information. The Conlirmation Hearing Publication Nolice was published
(1) twice in The New York Times, The Wall Street Journal and USA Today (weekday
editions of the national edition), and (ii) once in each of the newspapers and trade
publications as set forth in items 6 and 7 of the Affidavit of Katherine Kinsella, dated May
19, 2006 [Docket No. 9445].

The Asbestos Pl
Permanent Channeling Injunction

64, The Plan establishes the Asbestos PI Trust, to which all Asbestos
Personal Injury Claims arc being channeled.

70. The identilies of the proposed trustees of the Asbestos Pl Trust were
disclosed (i) in Exhibit 7.2 of the Exhibit Volume and (ii) at the Initial Confimmation
Hearing and, to the extent modified, at the Confirmation Hearing, and are as follows: Paul
Knutti, Anne Ferazzi, Thomas Tully, Lewis Sifford, and Harry Huge. (Trafelet Affidavit,
at M 23). The identities of the proposed members of the Trustees’ Advisory Committee

{the “TAC") were disclosed at the Initial Confirmation Hearing and, to the extent modified,
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at the Confirmation Heanng, and are as follows: John D. Cooncy, Russell W. Budd,
Steven Kazan, Joseph F. Rice, and Perry Weitz. (Trafelet Affidavit, at 4 25).

71. With respect to any Asbestos Personal Injury Claim that is allowed
by the Asbestos PI Trust in accordance with the Asbestos PI Trust Agreement and the
Asbestos Pl Trust Distribution Procedures, such allowance shall establish the amount of
lcgal liability against the Asbestos PI Trust in the amount of the liquidated value of such
Claim, as determined in accordance with the Asbestos PI Trust Distnbution Procedures,

72. The Asbestos Pl Permanent Channpeling Imjunction is to be
implemented in connection with the Plan and the Asbestos PI Trust.

73, Section 1.91 of the Plan sets forth the identities of the P1 Protected
Parties. Pursuant to Scction 1.91(i)(iv) of the Plan, Travelers Casualty & Surcty Co.,
Century Indemnity Co., Central National Insurance Company of Omaha, and International
Insurance Company, shall be entitled to protection as PI Protected Parties. The identity of
each Pl Protected Party is readily identifiable (by name or as parl of an identiliable group)
from the lerms of the Plan and the Asbestos PI Permanent Channeling Injunction (which is
contained and sct forth in the Conflirmation Order). Specifically, the Asbestos PI
Permanent Channeling Injunction provides that it covers the following parlics and such
parlies are within the definition of the term Pl Protected Parties:

a. AWI

b. Rcorganized AW,
¢. Holdings;

d. AWWD;

¢. any Alfiliate;
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f. Interface Solutions, Inc., a corporation organized under the laws
of Delaware, but only to the extent that Interface Solutlions, Inc.
is alleged to be directly or indirectly liable for the conduct of,
Claims against, or Demands on AWI, Reorganized AWI, or the
Asbestos Pl Trust on account of Ashestos Personal Injury
Claims;

g. any Entity that, pursuant to the P’lan or after the Elfective Date,
hecomes a direct or indirect transferee of, or successor to, any
assets of AWIL, Reorganized AW, or the Asbestos PI Trust (but
only to the extent that liability is asserted to exist by reason of it
becoming such a transleree or successor);

h. any Entity that, pursuant to the Plan or after the Effective Date,
makes a loan to Reorganized AWI or the Asbestos Pl Trust or to
a successor to, or transteree of, any assets of AW, Reorganized
AWl or the Asbestos PI Trust (but only to the extent that
liability is asscrted to exist by reason of such Enlity becoming
such a lender or to the extent of any pledge of assets made in
connection with such a loan is sought to be upset or impaired);
and

i. any Entity to the extent he, she, or it is alleged to be directly or
indirectly liable for the conduct of, Claims against, or Demands

on AWI, Reorganized AWI or the Asbestos PI Trust on account
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of Asbestos Personal Injury Claims by reason of one or more of

the following:
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(1)

(ii)

such Entity’s ownership of a financial interest in
AWI, Reorganized AWI, a past or present affiliate of
AWT or Reorganized AWTI (other than ACand$, Inc.
/k/a Armstrong Contracting and Supply Corp.), or a
predecessor in interest of AWT or Reorganized AWI,
such Entity’s involvement in the management of
AWI, AWWD, Holdings, an Affiliatc, Reorganized
AWI, or any predecessor in interest of AWI or
Reorganized AWI;

such Entity’'s scrvice as an officcr, dircctor, or
cmployee of AWI, Reorgamized AWIL, AWWD,
Holdings, an Affiliatc, any past or prescnt affiliate of
AWI or Reorganized AWI (other than ACandS, Inc.
f/k/a Armmstrong Contracting and Supply Corp.), any
predecessor in intercst of AWI or Reorgamized AW
or any Entity that owns or at any time has owned a
financial interest in AWI or Reorgamzcd AWI, any
past or present affiliate of AWI or Reorganized AWI
(other than ACandS, Inc. fk/a Armstrong
Contracting and Supply Corp.), or any predecessor in

mterest of AWI or Reorganized AWL

30



NYZAIR2TI010NYWIIONL, DIOC Y 1685000

(1v)

v)

such Entily’s provision of insurance to (a) AWI,
{b) Reorganized AWI, (c) any past or present affiliate
of AWI or Reorganized AWI (other than ACandS,
Inc. f/k/a Ammstrong Contracting and Supply Corp.),
(dyany predecessor in interest of AWl or
Reorganized AW, or (e) any Entity that owns or at
any timc has owned a [nancial mterest in AWI or
Reorganized AW, any past or present affiliatc of
AWL or Reorganized AWI (other than ACandS, Inc.
f’k/a Armstrong Contracting and Supply Corp.), or
any predecessor in interest of AWI or Reorganized
AWI, bul only lo the extent that AWI, Reorganized
AWI, or the Asbestos PI Trust enters into a
settlement with such Entity that is approved by the
Bankruptcy Court and cxapressly provides that such
Entity shall be entitled to the protection of the
Asbestos PI Permanent Channeling Injunction as a PI
Protected arty; or

such Entity’s involvement in a transaction changing
the corporate structure, or in a loan or other financial
transaction affecting the financial condition, of AWI,
AWWD, Ioldings, an Affiliate, Reorganized AWI,

any past or present affiliate of AWI or Reorganized
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AWI (other than ACand5, Inc. tk/a Armstrong
Contracting and Supply Corp.), any predecessor in
interest of AWI or Reorganized AWI, or any Entity
that owns or al any time has owned a financial
interest in AWI or Reorganized AWI, any past or
present affiliate of AWI or Reorganized AWI (other
than ACandS, Inc. f/k/a Armstrong Contracting and
Supply Corp.), or any predecessor in interest of AWI
or Reorgamized AWL

74. In light of the benefits provided, or to be provided, to the Asbestos
PI Trust on behalf of each Pl Protected Party, the Asbestos PI Permanent Channeling
Injunction is fair and equitable with respect to the persons that might subsequently assert
Asbesios Personal Injury Claims against any PI Protected Party. (Trafelet Affidavit, at
1 8).

75. At the time of the order for relict with respect 1o AWIL, AWI had
been named as a defendant in personal injury, wrongful death, and property damage
actions secking recovery for damages allegedly cansed by the presence of, or exposure to,
ashestos or ashestos-contaiming products. (Rodruan Affidavit, at v 4).

76. The Asbeslos PI Trust, as of the Effective Date, will assume the
liabilities of AWI with respect to Asbestos Personal Injury Claims. (Scction 1.4 of the
Asbestos Pl Trust Agreement, Exhibit Volume, Docket No. 9116, Tab 3). Upon such
assumption, Reorganized AWI shall have no liability for any Asbestos Personal Injury

Claim.
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77. Pursuant to Section 10.1 of the Plan, on the later of the Effective

Date and the date by which all the Asbestos Pl Trustees have executed the Asbesitos PI
Trust Agreement, AW1 will transfer to the Asbestos PI Trust the Asbestos PI Insurance
Asset and additional consideration, pursuant to the formula set forth in Section 10.1 of the
Plan, consisting of New Common Stock, Available Cash, and Plan Notes and/or 144A
Offering Proceeds.” Accordingly, the Asbestos PI Trust will be funded in whole or in part
by securities of Reorganized AWI and by the obligation of Reorganized AWI 1o make
future payments, including dividends.

78.  Pursuant to Section 10.1 of the Plan, the Asbestos PI Trust will own,
as of the Effective Date {or a date thereafter in accordance with section 10.1 of the Plan),
65.57% of the New Common Stock of Reorganized AWI. Accordingly, the Asbestos Pi
Trust is to own, or by the exercise of rights granted under the Plan would be entitled to

own il specified contingencies occur, a majority of the voting shares of Reorganized AWIL

? With respeet to the timing of the transfer of assets to the Asbestos PI Trust, section 10.1 of the
Plan further provides as follows:

Notwithstanding the foregoing, if (x) AWI intends to
complete a 144A Offering and the 144A Offering has not been
completed as of the time for the Distribution to the Asbestos PI
Tmst specified herein, then the Distribution of the Plan Notes
and/or 144A Offering Proceeds to the Asbestos PI Trust shall be
made as soon as practicable after the 144A Offering is completed
or Reorganized AWT determines not to complete a 144A Offering,
bul in no event shall such Distribution occur after the Initial
Distribution Date, and {y) if the Elfective Date occurs on the first
Business Day of a month, Distribution to the Asbestos PI Trust of
its share of the Available Cash shall be made on a date selected by
AWI that is within ten (10) Business Days after the Eifcetive Dale,
but in mo event shall such Distribution occur after the Initial
Distribution Date.
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79. AWI is likely to be subject to substantial future Demands for
payment arising out of the same or similar conduct or events that gave rise to the Claims
that are addressed by the Asbestos PI Permancent Channeling Injunction.  (Testimony of
Dr. Mark A. Peterson; Testimony of B. Thomas Florence, Ph.D; Testimony of Dr. Letitia
Chambers).

a0, The actual amounts, numbers, and timing of the future Demands
cannot be determined. (Testimony of Dr. Mark A. Peterson; Testimony of B. Thomas
Florence, Ph.D; Testimony of Dr, Letitia Chambers).

81, Pursuit of the Dermands referenced in Section 7.15(a)(x) of the Plan
outside the procedures prescribed by the Plan is likely to threaten the Plan’s purpose to
deal equitably with Claims and future Demands.

82.  The terms of the Asbestos Pl Permanent Channeling Injunction,
mcluding any provisions barring actions against third partics pursuant (o section
524(e)(4)A) of the Bankruptcy Code, are set out in the Plan and in the Disclosure
Statement.  (Plan, Docket No. 9116, Sections 1.21, 7.1; Disclosure Statement, Docket
No. 4801, pp. 86-89) .

83.  The Plan establishes, in Class 7 (Asbestos Personal [njury Claims), a
separate class of the claimants whosc Claims are to be addressed by the Asbestos Pl Trust,

84.  The Future Claimants’ Representative was appointed as part of the
proceedings leading to issmance of the Asbestos Pl Permanent Channeling Injunction for
the purpose of protecling the rights of persons that might subsequently asscrt unknown
Asbestos Personal Injury Claims and Demands that are addressed in the Asbestos PI

Permanent Channeling Injunction and transferred to the Asbestos Pl Trust. The Future
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Claimants™ Representative has fulfilled his dutics, responsibilitics, and obligations as the

future representative in accordance with section 524(g) of the Bankruptey Code. (Trafelet
Alfidavit, § 8).

85.  Identifying each PI Protected Party in the Asbestos Pl Permanent
Channeling Injunction is fair and equitable with respect to persons that might subsequentty
assert Demands against each such PI Protected Party, in light of the benefits provided, or to
be provided, to the Asbestos PI Trust by or on behalf of any such PI Protecled Party.
(Trafelet Affidavit, at 9 14).

86.  As set forth in the voting summary provided above, and in the
Trumbull Certification, Class 7 (Asbestos Personal Injury Claims) has voted, by at least 75
percent (75%) of those voting, in favor of the Plan.

87. Pursuant to coutl orders or otherwise, the Ashestos Pl Trust will
operate through mechanisms such as structured, periodic, or supplemental payments, pro
rata distributions, malrices, or periodic review of estimates of the numbers and valies of
Asbestos Personal Injury Claims and Demands, or other comparable mechanisms, that
provide reasonable assurance that the Asbestos PI Trust will value, and be in a financial
position to pay, Asbestos Personal Injury Claims and Demands that involve similar claims
in substantially the same manner, (Trafelet Affidavit, at 9 11).

88.  The District Court has jurisdiction to enter the Asbestos PI
Permanent Channcling Injunction under section 524(g) of the Bankruptcy Code and
sections 1334(a), (b), and (d) of title 28 of the United States Code,

89, Section 524(g) of the Bankruptey Code permits approval and entry

of the Asbestos PI Permanent Channeling Injunction, especially where, as here, such
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injunction is essential to the formulation and implementation of the Plan as provided in
section 1123(a)(5) of the Bankruptcy Code, confers material benefits on AWI's gstate, 15 in
the best interests of holders of Claims against AWI, and complies in all respects wilh the
requirements of section 524(g) of the Bankruptcy Code.

The Claims Trading Injunction

90, Section 1.40 of the Plan provides for the Claims Trading Injunction,
which will permanently and forever stay, restrain, and enjoin any Entity from, directly or
indirectly, purchasing, sclling, transferring, assigning, conveying, pledging, or otherwise
acquiring or disposing of any Asbestos Personal Injury Claim. The Claims Trading
Injunction, however, will not apply to (i) the transfer of an Asbestos Personal Injury Claim
to the holder of an Indirect PI Trust Claim solely as a result of such holder’s satisfaction of
such Asbestos Personal Injury Claim or (ii) the transfer of an Asbestos Personal Injury
Claim by will or under the laws of descent and distribution. The Claims Trading
Injunction will also provide that any action laken in violation thereof will be void ab initio.

Discharge, Exculpation and Indemnification Provisions

91.  Section 11.2 of the Plan provides that the rights afforded in the Plan
and the treatment of all Claims and Equity Interests therein shall be in exchange for and in
complete satisfaction, discharge, and releasc of all Claims and Equity Interests of any
nature whatsoever, including any interest accrued thereon from and after the
Commencement Date, against AWI, or its cstale, assels, properties, or interests in property.
Except as otherwise provided therein, on the Effective Date, all Claims against and Equity
Interesls in AWI shall be satisfied, discharged, and released in full. Reorganized AWI

shall not be responsible for any obligations of AW except those expressly assumed by
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Reorganized AWI in the Plan.  All Entities shall be precluded and forever barred from
asscrling against AWI, Reorganized AWI, their successors or assigns, or their asscts,
properties, or interests in property any other or further Claims based upon any act or
omission, transaction, or other activity of any kind or nature that occurred prior to the
Effective Date, whether or not the facts of or legal bases therefor were known or existed
prior to the Effective Date.

92 Section 11.6 of the Plan provides that none of Reorganized AWT,
any of the members of the Asbestos PI Claimants’ Committee, the Future Claimants’
Representative, any of the members of the Unsecured Creditors’ Committee, any members
of the Asbestos PD Committee, AWWD, Holdings, or any of their officers, directors,
employecs, or agents shall have or incur any liability to any Entity for any acl or omission
in connection with or anising out of the Chapter 11 Case, including, without limitation, the
commencement of the Chapter 11 Case, the negotiation of the Plan, pursuit of confimmation
of the Plan, the consummation of the Plan, or the administration of the Plan or the property
to be distributed under the Plan, except for gross negligence or willful misconduct, and in
all respects shall be entitled to rely upon the advice of counsel with respect to their duties
and responsibilities under, or in connection with, the Plan, (Plan, Docket No. 9116, Section
11.6).

93,  Section 8.6 of lhe Plan provides that the obligations of AWI to
indemmify and reimburse persons who are or were directors, officers, or employees of
Holdings, AWWD, or AWI on the Commencement Date or at any time thereafter against
and for any obligations (including, without limitation, fees and expenses incurred by the

board of directors of Holdings, or the members thereof, in connection with the Chapter 11
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Case) pursuant to articles of incorporation, codes of regulations, bylaws, applicable state
law, or specific agreement, or any combination of the foregoing, shall survive confirmation
of the Plan, remain unaffected thereby, and not be discharged in accordance with section
1141 of the Bankrupley Code, irrespective of whether indemnification or reimbursement is
owed in connection with an event occurring before, on, or after the Commencement Date.
In furtherance of the foregoing, Reorganized AW will maintain insurance for the benelit
of such directors, officers, or employees at levels no less favorable than those existing as of
the date of entry of the Confirmation Order for a period of no less than four years
following the Effective Date. (Plan, Docket No. 9116, Section $.6).

94,  The discharge, exculpation and indemnification provisions of the
Plan were negotiated at arm’s-length and are integral to the Plan. Without such provisions,
the Plan would not have been agrecd to by the parties in interest, (Rodruan Affidavit, at
1 6).

Feasibility of the Plan

95, Cash (low projections for Reorganized AWI arc sel (orth in Exhibit
“C” to the Disclosure Statement accompanying the Plan (the “Original Projections”). At
the Imitial Confirmation Iearing, AWI presented projections, which set forth lower
estimates of fulure cash flow than are contained in the Original 'rojections (the “Revised
Projections”). (Rodruan Affidavit, Exhibit “A™). The Revised Projections are supported
by reasonable assumptions and, therefore, are a reasonable estimate of Reorganized AWI's
[uture performance. (Rodruan Affidavit, at ¥ 25; Aronson Affidavit, at 9 9).

96. Hased upon the foregoing and the fact that, since the Imitial

Confirmation Hearing, there has been no change in the assets or operations of AWI that
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would have a material impact on AWI's ability to meet its ongoing obligations and
commitments, including all obligations under the Plan, the Plan meets the feasibility test of
section 1129(a)(11) of the Bankruptey Code.

The Provisions Governing

Distributions Under the Plan
Are Fair and Reasonahle

o7. Sections 7.7, 7.8, and 7.11 of the Plan contain provisions goveming
distributions under the Plan, and such provisions are fair and reasonable.
Miscellangous

98. To the cxtent any of the foregoing findings of fact constitute
conclusions of law, they are adopted as such.

CONCLUSIONS OF LAW

Jurisdiction and Venue

1. The Bankrptcy Court has jurisdiction over the Chapter 11 Case
pursuant to 28 U.5.C. §§ 1334 and 157.

2. As a result of the withdrawal of the reference to the District Court
with respect to confirmation of the Plan and issuance of the Asbestos PI Permanent
Channeling Injunction, the District Court has jurisdiction to consider confirmation of the
Plan pursuant to 28 U.8.C. §§ 1334 and 157 .

3. Venue of the Chapter 11 Case in this disiricl was proper as of the
Commencement Date and continues to be proper pursuant to 28 U.S.C. §§ 1408 and 1409.

4, AWI 15 an entity qualified to be a debtor under section 109 of the
Bankruptcy Code, and AWI is a proper proponent of the Plan under section 1121¢x) of the

Bankruptey Code.
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Burden of Proof

5. AWI has satisficd its burden of producing evidence that the Plan
complies with sections 1129(a), 1129(b) (to the extent applicable), 1129(d), and 524(g) of
the Bankruptey Code.

Solicitation

6. All persons required to receive nottee of the Initial Confirmation
Hearing and the Confirmation Hearing have received proper, timely and adequate notice in
accordance with the Disclosure Statement Order and the Case Management Order and have
had an opportunily (o appear and be heard with respect thereto.

7. AWI has solicited and tabulated votes with respect to the Plan in
good faith and in a manner consistent with the Bankruptey Code, the Bankruptcy Rules,
and the Disclosure Statement Order.

8. Following the dissemination of the Solicilation Packages as
provided for in the Disclosure Statement Order, the Voting Agents properly assisted AWI
in soliciting votes for the Plan from the impaired classes of Claims and Equity Interests
and appropriately solicited the votes of the impaired classcs of Claims and Equity Intercsts
in good faith and in a manner congistent with the Bankruptey Code.

9, The Plan was voted on by all Classes of impaired Claims that were
entitled to vote pursuant to the Bankruptey Code, the Bankruptey Rules, and the Disclosure
Statement Order.

The Plan Satisfies Section 112%(a)(1) of the Bankruptcy Code
10.  Section 1129(a)(1) of the Bankruptcy Code requires that a plan

comply with the applicable provisions of the Bankruptey Code. The Plan satisfies all the
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applicable provisions of the Bankruptcy Code, and, as required by Bankruptcy Rule
3016(a), the Plan is dated and identifies AWI as the proponent of the Plan. Moreover, the
P'lan and Disclosure Statement describe the Asbestos PI Permanent Channeling Injunction,
including the identities of the Pl Protected Parties, and the Claims Trading Injunction,
specifically and in conspicuous bold language, in compliance with the requirements of
Barnkruptey Rule 3016(c).

A Due and Proper Notice of the Disclosure

Statement Hearing and the Confirmation
Hearing Was ziven to All Parties in Interest

11. The District Court has taken judicial notice of the Affidavits of
Mailing, the Certifications of Voting, the Certificate of Publications, the Confirmation
Hearing Notice and the Confirmation Hearing Publication Notice and finds and concludes
that (a) AWI complied in all material respects with Bankruptcy Rules 2002 and 3017(a) in
providing notice of the Disclosure Statement Hearing in the method and manner as
prescribed therein, (b) AWI complicd in all material respects with the Disclosure
Statement Order in providing notice of the Initial Confirmation Hearing in the method and
manner as prescribed in the Disclosure Statement Order, and (c) AWI complied in all
material respects with the Case Management Order in providing notice of the Confirmation
Hearing. All Entities entitled and required to receive notice of the Disclosure Statement
Hearing, the Initial Confirmation Hearing and the Confirmation Hearing pursuant to the
Bankruptcy Code, applicable non-bankruptcy law, and the orders of the Bankraptey Court
and the District Court have received due, proper, timely and adequate notice of such
hearings and have had an opportunily o appear at and be heard at such hearings. Mullane

v. Central Hanover Bank & Trust Co., 339 U.8. 306, 314 (1957).
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B. The Plan Satisfies the Requirements of
Section 1123(a)(1) of the Bankruptey Code

12. Section 1123(a)(1) of the Bankruptecy Code provides that a plan
must designate classcs of claims and intcrests. Section 3.1 ol the Plan adequatcly and
properly classifies all Claims and Equity Interests required to be so classified and,
accordingly, satisfies section 1123(a)(1) of the Bankruptcy Code.  Classes of
Administrative Expenses and Priority Tax Claims are not required to be designated
pursuant 1o seclion 1123¢a)(1) of the Bankruptcy Code.

C. The Plan Satisfies the Requirements
of Section 1122 of the Bankruptcy Code

13, Scction 1122(a) of the Bankruptey Code provides that a plan may
place a claim or interest in a particular class 1f such claim or interest is substantially similar
to the other claims or interests of such class. A classification structure satisfics scction
1122 of the Bankruptcy Codc when a reasonable basis exists for the structure, and the
claims or interests within cach particular class are substantially similar. See In re Jersey
City Med. Ctr., 817 F.2d 1055, 1060-61 (3d Cir. 1987); Inre U.S. Truck Co., 800 F.2d 581,
586 (6™ Cir. 1986); In re LeBlanc, 622 F.2d 872, 879 (5™ Cir. 1986).

14, The Bankruptey Code does not require that all claims with equal
priority be classitied in the same class. Consequently, it is appropriate to classify Asbestos
Personal Injury Claims (including Indirect PI Trust Claims) in a separate class from
Unsecured Claims. Because all Asbestos Personal Injury Claims in Class 7 (including
Indirect PI Trust Claims) rclate, directly or indirectly, to AW1’s liability for asbestos-
related personal injury and wrongful death claims, whether arsing under tort law (as is the
case with direct Asbestos Personal Injury Claims and may be (he case with Indirect PI

Trust Claims) or under contract (as may be the case with certain dircet Asbestos Personal
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Injury Claims and certain Indirect PI Trust Claims), a rcasonable basis cxists for the
classification of the Asbestos Personal Injury Claims wogether in a single ¢lass. Moreover,
section 524(g)(2)(B){ii)([V)(bb) of the Bankruptcy Code requires that the Plan establish a
scparate class or classes of the Claimants whose Claims are to be addressed by the
Asbestos Pl Trust.

15. In accordance with section 1122(a) of the Bankruptey Code, Section
3.1 of the Plan separately classifics Claims against and Equity Intercsts in AWI logether
with Claims against or Equity Interests that are substantially similar to the other Claims or
Equity Interests of such class. The Plan, therefore, satisfies section 1122(a) of the
Bankruptcy Code,

16. Section 1122{h) of the Bankruptcy Code provides thal a plan may
designate a separatc class of claims consisting of unsecured claims that are less than or
reduced to an amount the court approves as reasonable and necessary for administrative
convenience.  Section 3.2(c) of the Plan provides treatment for holders of Convenience
Claims. The convenience class established in Section 3.2(c) of the Plan is reasonable and
necessary for administrative convenience and, therefore, the classification of Convenience
Claims in Scction 3.2(c) satisfies section 1122(b) of the Bankruptcy Code.

D. The Plan Satisfies the Requirements
of Section 1123(a)}(2) of the Bankruptcy Code

17. Section 1123(a)2) of the Bankrupicy Code provides that a plan
must specify any class of claims or intgrests that is not impaircd under the Plan. Pursuant
to Section 3.1 of the Plan, cach of Classes 3, 6, 8, and 12 is identified as impaired, and

sach of Classes 1, 2, 4, 5, 9, 10, and 11 is identified as unimpaired. As a result of the EPA
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Settlement, Class 8 is unimpaired. Accordingly, the Plan satisfies section 1123(a)(2) of the
Bankruptcy Code.

E. The Plan Satisfies the Requirements
of Section 1123(a)(3) of the Bankruptcy Code

18 Section 1123(a)(3) of the Bankruptcy Code provides that a plan
must specity the treatment of each impaired class of claims and equity interests, Arlicle II1
of the Plan specifies the treatment of each impaired class of Claims and Cquity Interests.
Accordingly, the Plan satisfies section 1123(a)(3) of the Bankruptcy Code.

F. The Plan Satisfies the Requirements
of Section 1123(a)(4) of the Bankruptcy Code

19, Section 1123(a}(4) of the Bankruptcy Code requircs a plan to
provide the same treatment for each claim or interest of a particular class, unless the holder
of the claim or interest agrees to less favorable treatment of such particular claim or
interest. The Plan provides the same treatment for each Claim or Equity Interest in each
class. Accordingly, the Plan satisfies section 1123(a)(4) of the Bankruptcy Code.

G. The Plan Satisfies the Regquirements of
Section 1123(a)(5) of the Bankruptcy Code

20, Section 1123(a)(5) of the Bankruptcy Code provides that a plan
must provide adequate means of implementation of the plan. The various provisions ol the
Plan provide adequate means for implementation of the Plan. Without limiting the
forcgoing, Article VII of the Plan provides for, among other (hings, (i) the creation of the
Asbestos PI Trust, (ii) the adoplion of the Amended and Restated Articles of Incorporation
and Amended and Restated By-Laws by Reorganized AWI, (iiii) the effectuation of the
corporate reorganization transactions set forth in Section 7.23 of the Plan and the entry into

the exit financing facility, (iv) the listing of the New Common $tock, (v) the adoption of
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the Stockholder and Registration Rights Agreement and the New Long-Term Incentive
Plan, (vi) the distribution of property of AWI's estate to the creditors entitled to receive
Distributions under the lan and the Distribution to the Asbestos Pl Trust, and (vii) the
funding of the paymients due on the Effective Date. In addition, Article VII of the Plan
provides for, inter alia, the assumption and rejection of various contracts and unexpired
leases of AWI, and Article X of the Plan provides for the creation and funding of the
Asbestos PI Trust. Accordingly, the Plan satisfies section 1123(a)}(5) of the Bankruptcy
Code.

H. The Plan Satisfies the Requirements of
Section 1123(a)(6) of the Bankruptey Code

21, Section 1123{a)}6) of the Bankruptcy Code requires a plan (o
provide for the inclusion in the charter of the debtor, if the debtor 1s a corporation, or of
any corporatton to which the debtor transfers all or any part of the debtor’s estate or with
which the debtor has merged or consolidaled, of a provision prohibiting the issnance of
non-voting equity sccurilies. In furtherance of Section 7.4 of the Plan, the Amended and
Reslated Articles of Incorporation of Reorganized AWI contam provisions prohibiting the
issuance of non-voting cquity sccurilies. (Exhibit 1.13 to the Plan). Accordingly, the Plan
satisfies section 1123(a)(6) of the Bankruptcy Code.

22 Section 1123(a}6) is not applicable to the Asbestos PI Trust
because (i) the Asbestos PI Trust does nol have a corporate charter, and (ii) the Asbestos P1
Trust is not a corporation to which AWI1 or Reorganized AWI is transferring, or has
transferred, all or any part of its estate (within the meaning of section 1123(a)6) of the
Bankruptcy Code) or with which AWI or Reorganized AW1 has merged or consolidated or

will merge or consolidate.
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L The Plan Satisfics the Requirements of
Scction 1123(a)(7) of the Bankruptcy Code

23. Scction 1123(a)(7) of the Bankruptey Code requires that the manner
of selection of any director, officer or trustee of the reorganized debtor, or any successor to
such officer, director or trustee, be consistent with the interests of creditors and equity
securily holders and with public policy. In furtherance of Section 7.21 of the Plan, AWI
has disclosed the identities of those persons who will serve, on the Lffective Date, as
officers of Reorganized AWL (Rodruan Affidavit, at 4 21) (“AWT’s officers immediately
prior to the Effective Date will serve as otficers of Reorganized AWL”).

24, On the Effective Date, the board of directors of Reorganized AWI
will consist of thosc persons identified in Exhibit “7.21” to the Plan and disclosed by AWI
at the Confirmation Hearing. Following the Effective Date, and subject to the provisions
of any existing employment agreements and the requirements of applicable non-
bankruptey law, the officers of Reorganized AW! immediately priot to the Effective Date
will serve as the officers of Reorganized AWL 'The continuation in office of such
individuals is consistent with the interests of creditors and with public policy. (Rodruan
Affidavil, at 9 22). Accordingly, the Plan satistics section 1123(a)(7) ol the Bankruptey
Code.

25, Although section 1123(a}(7) of the Bankruptcy Code does not apply
to either the Asbesios PI Trustees or the members of the TAC established under the
Asbestos PI Trust Agreement, AW] has disclosed the identities ol the Asbestos PT Trustees
and the members of the TAC, as well as the role of the Future Clatmants’ Representative

under the Asbestos PI Trust Agreement.
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L Section 1123(b)(2) of the Bankruptcy Code:
The Rejection and Assumption of Executory
Contracts and Unexpired Leases
Are in the Best Interests of AWI’s Estate

26. Pursuant to section 1123(b)}?2) of the Bankruptcy Code, a plan may
provide for the rejection or assumption and assignment of any executory contract or
unexpired lease of the debtor not previously rejected under section 365 of the Bankrupicy
Code.

27, Under section 365 of the Bankruptcy Code, a debtor may assume an
cxeculory conlracl or unexpired lease if (1) outstanding defaults under the conlract or leasc
have been cured under section 365(b)(1) of the Bankruptcy Code, and (ii) the debtor’s
decision to assume such executory contract or unexpired lease is supported by valid
husiness justifications. See, e.g., Sharon Steel Corp. v. Nationa! Fuel Gas Distrib. Corp.,
872 F.2d 36, 3940 (3d Cir, 1989); In re Pinnacle Brands, Inc., 259 B.R, 46, 53 (Bankr, D.
Del. 2001).

28, Section 8.1 of the Plan provides for the assumption of the executory
contracis listed on Exhibit “8.1” to the Plan. The assumption of executory contracts and
unexpired leases pursuant to Section 8.1 of the Plan, subject to the occurrence of the
Lifective Date, (1) 15 in the best interests of AW, its estate, and creditors, (ii) is based upon
and within AW1’s sound business judgment, (iii) is necessary to the implementation of the
Plan, and (iv) satisfies the requirements of section 365(a) of the Bankruptcy Code.

29, Lxhibit “8.2" to the Plan sels [orth contracls and leases that, 1o the
extent they constitute executory contracts and unexpired leases, AW] wishes to reject,

subject to the occurrence of and effective as of the Effective Date.
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30. Courts have uniformly deferred to the business judgment of the
deblor to determine whether the rejection of an executory contract or unexpired lease by
the debtor is appropriate under section 365(a) of the Bankruptcy Code. See N.L.R.B. v.
Bildisco, 465 1).5, 513, 523 (1984); Sharon Steel, 872 F.2d at 39-40; Glenstone Lodge, Inc.
v. Buckhead Am. Corp. (In re Buckhead Am. Corp.), 180 B.R. 83, 88 (D. Del. 1995); In re
M Enterprises, Inc. ¥, 163 B.R. 453, 469 (Bankr. E.D. Pa.), aff ' d sub nom, Pueblo Chem.,
fne. v, I Enter., Inc. ¥, 169 B.R. 551 (E.D. I'a. 1994); /n re Patterson, 119 B.R, 59, 60
(E.D. Pa. 1990); Pinnacle Brands, 259 B.R. at 53. To the extent that sound business
reasons justify the debtor’s rejection of a particular lease or contract, rejection should be
approved.

3l.  The rejection of the executory contracts and unexpired leases set
forth in Scction 8.2 of the Plan, subject to the occurrence of and effective as of the
Effective Date, (i) is in the best interests of AWI, its estale and creditors, (11) 1s based upon
and within AWT’s sound business judgement, (iii) is necessary to the implementation of
the Plan, and (iv) satisfies the requirements of section 365(a) of the Bankrupicy Code.
Accordingly, the Plan satistics the requirements of section 1123(b)(2) of the Bankruptey
Code.

K. The Plan Satisfies Section
1123(l)(3) of the Bankruptcy Code

32. Section 1123(b)(3)A) of the Bankruptcy Code permiis a plan to

provide for “the settlement or adjustment of any claim or interest belonging to the debtor
or to the estate.” Section 5.2 of the Plan provides for the amendment of the Claims
Settlement Guidelines as sct forth on Exhibit “1.39” to the Plan. Such amendment is

(1) [air and reasonable, (ii) in the best inlerests of AWI, its estate, and its creditors, and
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(iil) necessary to the implementation of the Plan. To the extent applicable, Section 5.2 of
the Plan complies with scction 1123(b)3)XA) of the Bankruptcy Code.

33.  Section 1123(b)(3)B) of the Bankruptcy Code provides that a plan
may provide for “the retention and enforcement by the debtor, by the trustee, or by a
representative of the estate appointed for such purpose, of any such claim or intcrest.”
Section 11.3 of the Plan provides that any rights, claims, or causes of action accruing (o
AWI pursuant to the Bankruptcy Code or pursuanl o any statute or legal theory, including,
without cxpress or implied limitation, any avoidance or recovery actions under
sections 544, 545, 547, 548, 549, 550, 551, and 553 of the Bankruptcy Code, and (except
as provided in Articles X and X1 of the Plan) any rights to, claims or causes of action for
recovery under any policies of insurance issued to or on behalf of AWI shall remain assets
of AWI's cstate and, on the Effective Date, shall be transferred to Reorganized AWI
Reorganized AWI shall be deemed the appointed representative to, and may, pursuc,
litigate, and compromise and settle any such rights, claims, or causes of action, as
appropriate, in accordance with what is in the best intcrests of and for the benefit of
Reorganized AW, Such section is (i) fair and reasonable, (ii) in the best interests of AWI,
its estate, and its creditors, (iii) necessary to the implementation of the Plan, and
(iv) complies with scetion 1123(b)(3)(B) of the Bankruptcy Code.

34, Accordingly, the I’lan satisfies section [123(b)(3) of the Bankruptey
Code.

L. The Transfers of Properties Under the Plan

Are Governed by the Exemptions Provided
in Section 1146(c) of the Bankruptey Code

35.  Pursuant to section 1146(c) of the Bankruptcy Code, the issuance,

transfer, or exchange of notes or equity securities under the Plan, the creation of any
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mortgage, deed of trust, or other security interest, the making or assignment of any lease or
sublease, or the making or delivery of any deed or other instrument of transfer under, in
furtherance of, or in connection with the Plan, including, without express or implied
limitation, any liens granted in connection with the exit finance facility referred to in
Section 7.16(g) of the Plan, shall not be subject 1o any sales and use, stamp, real estate
{ransfer, mortgage recording, or other similar tax. See Baltimore County, Md. v. Hechinger
Liguidation Trust (fn ve Hechinger Inv. Co. of Delaware Inc.), 335 F.3d 243, 252-53 (3d
Cir. 2003); I ve GST lelecom, Inc., 2002 WL 442233 (D. Del. 2002).

AWI Has Satisfied Section
1129(a)(2) of the Bankruptcy Code

36, Section 1129%a)2) of the Bankruptcy Code requires the proponent
of a plan to comply with all of the applicable provisions of the Bankruptcy Code. AWI has
complied with the applicable provisions of the Bankruptcy Code, thereby satisfying
section 1129(a)(2) ol the Bankruptcy Code. Specifically, (i) AW is a proper debtor under
scetion 109 of the Bankruptey Code, (i} AWI has complied with applicable provisions of
the Bankruptey Code, except as otherwisc provided or permilted by orders of the
Bankruptcy Court, (jii) AWI has complied with the applicable provisions of the
Bankruptcy Code, the Bankruptey Rules, the Voting Procedures, and the Disclosure
Statement Order in transmiiling the Plan, the Disclosure Statement, the Ballots, and rclated
documents and notices and in soliciting and tabulating votes on the Plan, and (iv) AWI has
complied with applicable provisions of the Bankruptcy Code, the Bankruptcy Rules,
applicable non-bankruptey law, the local Bankruptey Rules and the specific rules of the

Bankruptey Court throughout the Chapter 11 Case.
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37.  AWI has complied with the operating guidelines and financial
reporting requirements enacted by the United States Trustee by (i) timely filing all
operating reports and financial statements and (ii) maintaining and providing proof of
insurance.

38. AWI has paid all statutory fees required o be paid during the
Chapter 11 Case and has filed all fee statements required to be filed.

39, AWI has timely filed with the Court all schedules, lists of exccutory
contracts, and statements of financial affairs,

40.  Sufficient and timely notice of the Confirmation Hearing and all
other hearings in the Chapter 11 Case has been given to holders of Claims and Equity
Interests and all other parties in interest to whom notice was required to have been given.

41. The solicitation of votes was made [ollowing approval and
dissemination of the Disclosure Statement to holders of Claims and Equity Intcresls in
classcs thal are impaired and entitled to vote and was made in good faith and in compliance
with the provisions of the Bankruptcy Code and the Bankruplcy Rules. The Ballots of
holders of Claims were properly solicited and tabulated.

432 AWTI has complicd wilh all applicable provisions of the Bankruptcy
Code, the Bankruptey Rules and all orders of the Bankruptey Court and has fulfilled all of
the obligations and duties owed to its estate and creditors as required by and set forth in
sections 1107 and 1108 of the Bankruptcy Code. Accordingly, AWI has satisfied section

1129(a)(2) of the Bankruptcy Code.
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The Plan Satisfies the Requirements of
Section 112%(a)(3) of the Bankrupicy Code

43, Section 1129(a)3) of the Bankruptcy Code states that a plan must
be proposed in good faith and not by any means forbidden by law. See Solow v. PP
Enters.(U.S.) (In ve PPI Enters.({/.5.)), 324 F.3d 197, 211-12 (3d Cir. 2002); In re PWS
Holding Corp., 228 F.3d 224, 242 (3d Cir. 2000), citing In re Abbotts Dairies of Pa., Inc.,
788 F.2d 143, 150 n.5 (3d Cir. 1986) (quoting In ve Madison Hotel Assocs., 749 F.2d 410,
425 (7th Cir. 1984)); fn re SGL Carbor Corp., 200 F.3d 154, 162 n.10 (3d Cir. 1999); in re
Uenesis Health Ventures, Inc., 266 B.R. 591, 609 (Bankr. D. Del. 2001).

44, The Court has examined the totality of the circumstances
surrounding the formulation of the Plan. The Plan has been proposed with the legitimate
and honest purpose of reorganizing AW1's business and affairs, restructuring its asbestos-
related liability, and maximizing the value available for distribution to creditors. Further,
the discharge, exculpation and indemnification provided in Sections 11.2, 11.6 and 8.6 of
the Plan have been agreed to in good [aith and are consistent with secltions 105 and 1129 of
the Bankruptey Code. Thus, AWT has complied with the “good faith and not by any mcans
forbidden by law™ requirement of section 1129(a)(3) of the Bankmptcy Code.

The Plan Satistics the Requirements of
Section 1129(a)(4) of the Bankruptcy Code

45, Section 1129(a}(4) of the Bankruptcy Code requires that all
payments made or to be madce by the plan proponent, by the debtor or by a person 1ssuing
sccuritics or acquiring property under the plan, for services or for costs and expenses in or
in connection with the case, or in connection with the plan and incident to the case, have

been approved by, or are subjcct to the approval of, the court as reasonable.
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46.  All payments made by AWI out of the ordinary course of business
have been approved by the Bankmptcy Court, and all payments made or to be made 10
professionals retained by order of the Bankruptey Courl will be, as sel [orlth 1n Scetion 2.2
of the Plan, subject to review and approval by the Bankruptcy Court or the District Court
upon final application wnder section 330, 331 or 503(b) of the Bankruptcy Code.
Accordingly, the Plan satisfics scetion 1129(a){4) of the Bankruptey Code.

The Plan Satisfies the Requirements of
Section 1129(a)(5) of the Bankruptey Code

47, Section [129(a)(5) of the Bankruptcy Code requires the proponent
of a plan ol rcorgamization to disclose the identity and affiliations of any individual
proposed Lo serve, after confirmation of the plan, as a director, officer, or voting trustee of
the debtor, an affiliate of the debtor participating in a joint plan with the debtor or a
successor to the debtor under the plan, and to show that the appointment to, or continnance
in, such office of such individual is consistent with the interests of creditors and equity
security holders and with public policy. Section 1129(a)(5) of the Bankruptcy Code also
requires the proponent of a plan of reorganization to disclose the identity of any insider
that will be cmployed or retained by the reorganized debtor and the nature of any
compensation for such insider,

48, AWI has disclosed in the Disclosure Statement, the exhibis o the
Plan, and through evidence presented at the Confirmation Hearing the identities and nature
of compensation of those persons who will serve, on the Effcctive Date of the Plan, as
directors and officers of Reorganized AWL Moreover, although the identities of the
Asbestos PI Trustees are not required to be disclosed, AWI has also disclosed the identities

of the Asbestos PI Trustecs in Exhibit 7.2 to the Plan and the members of the TAC through
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gvidence presented at the Initial Confirmation Hearing and/or the Confirmation Hearing.
See In re Eagle-FPicher Indus., Inc., 1996 U.5. Dist. LEXIS 17160, *29-30 (8.D. Ohio
1996) (“The trustees of the § 524(g) trust in this case are not subject to the statutory
provision . . . They are not directors, officers or voting trustees of the deblor.™). Based on,
among other things, the experience, education and/or particular skills of cach and the
manner of selection of each and any successors thereto, the appointment or continuation in
office of such individuals is consistent with the interests of creditors and with public
policy. (Rodruan Affidavit, at 9 15-22; Trafelet Affidavit, at Y 24). Accordingly, the Plan
satisfies scetion 112%(a)(5) ol the Bankrupicy Code.

Section 1129(a)(6) of the Bankruptcy
Code Is Not Applicable to the Plan

49.  Section 1129(a)(6) of the Bankruptcy Code requires a debtor to
obtain the approval of any governmental repulatory commission, with jurisdiction over the
debtor, with respect to any rate changes provided for in the debtor’s plan of reorganization.
The Plan does not provide for any changes in rates that require regulatory approval of any
govermmental agency. Section 1129(a){6) of the Bankruptcy Code is accordingly not
applicable.

The Plan Satisfies the Requirements of
Section 112%(a}(7) of the Bankruptcy Code

50. section 1129(a)(7) of the Bankruptey Code requires each creditor or
equity interest holder in an impaired class to accept the plan of reorganization or receive or
retain under such plan on account of such claim or interest property of a value, as of the
effective datc of such plan, that is not less than the amount that such holder would receive

or retain if the debtor were liquidated under chapter 7 of the Bankruptcy Code.
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51.  Based upon the evidence adduced at the Initial Confirmation
Hearing, the Plan satisfics the “best intercst™ test under section 1129(a)(7) of the
Bankruplcy Code.

'The Plan Does Not Satisty the Requirements
of Scction 1129(a)(8) of the Bankruptcy Code

52. Section 1129(a)(8) of the Bankruptcy Code requires that, with
respect to each class of claims or interests under a plan, such class either has accepted the
plan or is not impaired under the plan. According to the Trumbull Certification, all classes
of impaired Claims that were entitled (o vote on the Plan, other than Class 6 (General
Unsecured Claims other than Convenience Claims), have voted to accept the Plan* The
Claims in cach of Classes 1, 2, 4, 5, 8, 9, 10 and 11 are unimpaired under the Plan and,
pursuant to section 1126(f) of the Bankruptcy Code, holders of unimpaired Claims in such
classes are deemed to have accepted the Plan. Although the Plan does not comply with
section 1129(a)(8) of the Bankruptey Code because of the rejection of the Plan by Class 6
and the deemed rejection of the Plan by Class 12, AWI seeks confirmation of the Plan
pursuant to 1129(b) of the Bankruplcy Code.

The Plan Satisfies the Requirements of
Scction 1129(a)(9) of the Bankruptcy Code

53. Section 1129(a)(9) of the Bankruptcy Code provides for certain
mandatory treatment of claims entitled to priority under the Bankruptey Code.
54.  As required by section 1129(a)(9)(A) of the Bankruptcy Code,

Section 2.1 of the Plan provides that each holder of an Allowed Administrative Expense

4 . ‘
Although Class 12 (Equity Tnterests) voted to accept the Plan, Class 12 is not receiving any property under
the terms of the Plan und is decmed to have rejected the Plan.
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shall be paid on account of such Allowed Claim, in full, in cash, on the Effective Date of
the Plan; provided, however, that Administrative Expenses of the type specified in Section
1.1{c)(i) of the Plan shall b¢ assumed and paid by Rcorganizcd AWI in accordance with
the terms and conditions of the particular transactions and any agreements relating thereto,
In addition, pursuant to Section 2.2 of the Plan, all payments made or to be made {as
Administrative Expenses) 1o professionals retained by orders of (he Court will be subject to
review and approval by the Bankruptcy Court or the District Court upon final application
under section 330, 331 or 503(b) of the Bankruptcy Code.

55, Consistent with scction 1129(a)(9)B) of the Bankruptcy Code,
Section 3.2 of the Plan provides that cach holder of an Allowed Priority Claim shall be
paid the Allowed Amounl of 11s Allowed Prionty Claim, in full, in cash, in an amount
equal to such Claim, on the later of the Lffective Date and as soon as rcasonably
practicable after the date such Claim becomes Allowed.

56, Consistent with section 1129(a)(%)(C) of the Bankruptcy Code,
Section 2.4 of the Plan provides that cach holder of an Allowed Prority Tax Claim shall be
paid the Allowed Amount of its Allowed Priority Tax Claim either (a) in full, in cash, on
the latest of (1) the Effective Date, (ii) the date such Allowed Priority Tax Claim becomes
Allowed, and (iii) the date such Allowed Priority Tax Claim is payable under applicable
non-bankruptey law or (b) upon such other terms as may be mulually agreed upon between
each holder of a Priority Tax Claim and Reorganized AWL

57.  AWI has sufficient cash to fund payments of Allowed
Administrative Expenses, Allowed Priority Claims, and Allowed Priority Tax Claims.

Accordingly, the Plan satisfies section 1129(a)(9) of the Bankruptcy Code.
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The Plan Satisfies the Reguirements of
Section 1129a)10) of the Bankruptey Code

58. Section 1129(a)(10) of the Bankruptcy Code provides that at least
one impaired class of claims must accept a plan of reorganization, determined without
including any acceptance of such plan by any insider.

59. The Plan satisfies section 1129(a)(10) of the Bankrupicy Codc
because Classes 3 and 7, which are impaired classes, have voted to acoept the Plan by the
requisite majoritics. Because Classcs 3 and 7 contain no insiders (Rodruan Affidavit, at
11 12), at leasl one impaired class entitled to vote on the Plan has voted to accept the Plan
by the requisitc majorities, determined withoul meluding any acceptance of the Plan by
insiders.

The Plan Satisfies the Requirements of
Section 1129(a)(11) of the Bankruptcy Code

60.  Section 1129(a)(11) of the Bankruptcy Code requires that a plan be
[easible and that the debtor or its successor under such plan would not likely roquire
liquidation or further financial reorganization, except as provided under such plan. See In
re NIT Holdings, 288 B.R. 356, 364 (D. Del. 2002); In re Am. Family Enters., 256 B.R.
377, 404-05 (D.N.]. 2000); Corestates Bank, N.A. v. United Chem. Tech., Inc., 202 B.R.
33, 41-42 (L.D. Pa. 1996); Moody v. Sec. Pacific Bus. Credit, Inc., 85 B.R. 319, 346 (W.D.
Pa. 1988), citing Chase Manhattan Mortgage & Realty Trust v. Bergman (In re Bergman),
585 F.2d 1171, 1179 (2d Cir. 1978)).

61.  As set forth above in the Findings of Fact, Reorganized AWI will be
able to satisfy its obligations under the Plan after confirmation. AWI has carefully

structured the Plan and the Asbestos PI Trust to provide appropriate mechanisms and
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funding to consummate the Plan with a high degree of certainly that Reorganized AWI will
be able to mect its obligations under the Plan.

62.  Thus, based upon the Findings of Fact and the Conclusions of Law
contained herecin, the Plan salisfies section 1129(a){(11) of the Bankruptcy Code, and
Reorganized AWI will not likely require liquidation or further financial reorganization
after confirmation.

The Plan Satisfies the Requirements of
Scction 1129(a)(12) of the Bankruptcy Code

63.  Section 1129(a)(12) of the Bankruptcy Code requires that all fees
payable under section 1930 of title 28 of the United States Code, as detenmined by the
court at the hearing on confirmation of the plan, either have been paid or the plan provides
for the payment of all such fees on the effective date of the plan.

64.  Scction 11.1 of the Plan provides for the payment on the Effective
Date (or as soon as practicable thercafter) of all fees payable under section 1930 of title 28
of the United States Code. All post-consummation fees that are due and payable will be
paid by Reorganized AWI until the Chaptler 11 Case is closed pursuant to section 350(a) of
the Bankruptcy Code. Accordingly, the Plan satisfics scction 1129a)}12) of the
Bankruptey Code.

The Plan Satisties the Requirements of
Section 1129(a)(13) of the Bankruptey Code

635, Section 1129(a)(13) of the Dankmuptey Code requires the
conlinuation of payment of all retirce benefits, at the level established pursuant to section
1114 of the Bankruptcy Code at any time prior to confirmation of the plan, for the duration

of the period the debtor has obligated itsclf to provide such benefits.
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66.  Section 8.7 of the Plan provides that, on and after the Effective Date,
Reorganized AW1 shall continue to pay all retiree benefits (within the meaning of section
1114 of the Bankruptcy Code) for the duration of the period AWI has obligated itself to
provide such benefits, Accordingly, the Plan satisfies section 1129{a)(13) of the
Bankruptcy Code.

The Plan Satisfies the Requirements of

Section 1129(b) of the Bankruptcy Code

67. As set forth in the Unfair Discrimination Decision and Order, the
Plan satisfies section 1129(b) of the Bankruptey Code with respect to Class 6. With
respect to Class 12, the Plan satisfies section 1129(b) of the Bankruptcy Code because no
holder of any interest that is junior to the Equity Intcrests in Class 12 will reccive or retain
undet the Plan on account of such junior interest any property.

The Plan Satisfies the Requirements of
Section 1129(d) of the Bankruptey Code

68. Section 1129(d) of the Bankruptcy Code provides that, on request
of a governmental unil, the court may not confirm a plan if its principal purpose is the
avoidance of taxes or the avoidance of the application of section 5 ol the Securities Act of
1933, as amended. The principal purpose of the Plan 1s not avoidance of taxes or
avoidance of the requirements of section 5 of the Securities Act of 1933, as amended, and
there has been no objection to the Plan by any povernmental unit alleging any such
avoidance. (Rodruan Affidavit, at § 8). Accordingly, the Plan satisfies section 1129(d) of

the Bankruptey Code.
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The Modifications Satisfy the Requirements
of Scction 1127 of the Bankruptcy Code

and Rule 3019 of the Bankruptecy Rules
69, The Modifications do not adversely change the treatment of the

Claim of any creditor. To the contrary, the Modifications clarify certain provisions of the

Plan and preserve the Plan, as negotiated, and the rights of all parties as sel forth therein.
70. The Modificalions comply in all respects with section 1127 ol the

Bankruptey Code, Bankruptcy Rule 3019, and all other provisions of the Bankruptcy Code.

Sufficient and adequate notice of the Modifications was provided, and no additional

disclosure or notice is required with respect to the Modifications.

The Asbestos PI Channeling

Injunction and the Establishment of

the Asbestos PI Trust Comply with
Section 524(g) of the Bankruptcy Code

71, The Plan and its Exhibits are a fair, equitable and reasonable
resolution of the liabilitics of AWI for Asbestos Personal Injury Claims.

72. The Asbestog PI Trust satisties the requirements for a trust under
section 524(g) of the Bankruptcy Code.

3. The Asbestos PI Permanent Channcling Injunction is consistent with
sections 524(g) and 1129 of the Bankruptcy Code and other applicable provisions of the
Bankruptcy Code, and the Asbestos PI Permanent Channeling Injunction is in the best
interests of AWI's cstale. See In re Johns-Manville Corp., 801 F.2d 60, 63-64 (2d Cir.
1986). See also, In re Eagle-Picher Indus., Inc., 1996 U.8. Dist. LEXIS 17160, #26-28
(5.D. Ohio 1996). Because Indirect Pl Trust Claims, including those arising under
contract, relate to direct Asbestos Personal Injury Claims, they are appropriately channeled

to the Asbestos PI Trust and have historically been channeled to trusts cstablished in
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connection with asbestos related chapter 11 cascs. See, e.g., In re Forty-Eight Insulations,

115 F.3d 1294 (7% Cir. 1997); In re The Babcock & Wilcox Co., et al,, 2001 U.S. Dist.
LEXIS 9660, *22 (E.D. La. 2001); In re Eagle-Picher Indus., Inc., 1996 U.S, Dist, LEXIS
17160, *26-28 (S.D. Ohio 1996).

74, Moreover, in addition to the protection afforded the debtor or
transferees or successors of the debtor under the plan, section 524(g)(4) sets torth the broad
categories of third parties who, if alleged to be directly or indirectly liable for Asbestos
Personal Injury Claims, may be beneficiaries of the Asbestos Pl Permanent Channeling
Injunction. Generally, these categories include the following:

(1) a party owning a financial interest in the debtor, a past or present affiliate

of the debtor, or a predecessor in interest of the debtor (11 US.C,
§ 524(g)(@XA))D);

(ii) a party who has been involved in the management of the debtor or a
predecessor i interest of the debtor, or served as an officer, director or employee of
the debtor or a related party (11 U.S5.C. § 524(g)(4)(A)(ii)(11));

(iif) an insurer of the debtor or a related party (1! USC.
§ S24(g)(4)NA)Gi)(III)); and

(iv) third parties who have had invelvement in a transaction changing the
carporate structure, or in a loan or other financial transaction affecting the [inancial
condition, of the deblor or a related party, including but not limited to involvement
in providing financing (debl or cquily) or advice to an entity involved in such a
transaction or acquiring or setling a financial intcrest in an entity as part of such a

transaction (11 U.S.C. § 524(g)(4)(A)GINIV)).
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75.  Each of the PI Protected Parties falls within onc or tore of these
calegories, or is a representative, Affiliate or subsidiary of an Entity covered by these
calepories, and is therefore entitled to the protection of the Asbestos Pl Permanent
Channeling Injunction under section 524(g) of the Bankruptcy Code.

The Claims Trading Injunction Is Permissible
Under Section 105(a) of the Bankruptey Code

76. The Claims Trading Injunction is needed so that the beneficial
intercsts m the Asbestos PI Trust are not considered “securities” under the federal
securities laws. Without the Claims Trading Injunction, AW1 might not be permitted to
create a trust for the benefit of the holders of Asbestos Personal Injury Claims. The Claims
Trading Injunction, therefore, forms an integral part of AWI’s rcorganization and the Plan.

77. The District Court has junisdiction to enter the Claims Trading
Injunction under sections 1334(a), (b), and (d) of title 28 of the United States Code.

78.  Section 105(a) of the Bankruptcy Code permits approval and entry
of the Claims Trading Injunction, especially where, as here, such injunction is essential to
the formulation and implementation of the Plan as provided in section 1123{a)(5) of the
Bankruptcy Code, confers material benefits on AWI’s estate, and is in the best interests of
holders of Claims against AWL

79. The Claims Trading Injunction is ¢onsisient with sections 105 and
1129 of the Bankruptey Code and other applicable provisions of the Bankruptcy Code, and
the Claims Trading Injunction is in the best intercsts of AWT's estate. See Celotex Corp. v.
Edwards, 514 U.5. 300, 310-311 (1995); In re Dow Corning Corp., 280 F.3d 648, 656-58
(Gm Cir, 2002); In re Wedgewood Realty Group, Lid, 878 T.2d 693, 701-02 (3d Cir. 1989);

A.H. Robins Co., Inc. v. Piccinin, 788 F.2d 994, 1002-03 (4™ Cir.), cert. denied, 479 U.S,
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876 (1986), In re Johns-Manville Corp., 801 F.2d 60, 63-64 (2d Cir. 1986); /n re
Combustion Eng’g Inc., 295 B.R. 459 (D. Del. 2003); In re Ashestos Claims Mgmt. Corp.,
294 B.R. 663 (N.D. Tex. 2003); In re Eagle-Picher Indus., Inc., 1996 U.5. Dist. LEXIS
17160, *68 (S.D. Ohio 1996).

The Dvischarge, Exculpation and Indemnity

Provisions Are Consistent with Sections 105
and Other Provisions of the Bankruptey Code

80.  The District Court has jurisdiction to and hereby does approve the
provisions in Sections 11.2 (Discharge of AWI), 11.6 (Exculpation), and .6
(Indemnification and Reimbursement Obligations) of the Plan pursuant to sections
1334(a), (b) and (d) of titlc 28 of the United States Code.

&81.  Given the circumstances, the Plan’s discharge provisions, including
the Asbestos Pl Permanent Channeling Injunction, are proper. Section 105(a) of the
Bankruptcy Code empowers the court and permits court approval of the discharge,
exculpation and indemnification provigions where, as here, such provisions arc cssential to
the formulation and implementation of the Plan and confer material benefits on AWTI, its
cstatc and creditors. On the basis of the Affidavits in Support of Confirmation and the
record presented at the Initial Confirmation Hearing and the Confirmation Hearing, the
Court finds and concludes that it has jurisdiction to and hereby does approve the discharge,
exculpation and indemmnilication provisions set forth in the Plan and that such provisions of
the Plan are consistent with sections 105 and 1129 of the Bankrupicy Code and other
applicable provisions of the Bankruptcy Code and are in the best interests of AWI's estate
and creditors.  See /n re PWS Holding Corp., 228 F.3d 224 (3d Cir. 2000); In re
Continerntal Airlines, 203 F.3d 203 (3d Cir. 2000); A.H. Robins Ce., Inc. v. Piccinin, 788

F.2d 994, 1002-03 (4™ Cir.), cert. denied, 479 U.8. 876 (1986); In re Am. Family Enters.,
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256 B.R. 377, 406-07 (D.N.J. 2000); In re Allegheny, Health, Educ., & Research Found.,
252 B.R. 309, 331 (W.D. Pa. 1999); Iu re Genesis Health Ventures, Inc., 260 B.R. 391
(Bankr. D. Del. 2001).

The New Common Stock and the Plan

Notes Are Exempt from Registration
Pursuant to Section 1145 of the Bankruptcy Code

22, Under section 1145 of the Bankruptey Code, the New Common Stock
and the Plan Notes will be frecly tradcable by the recipients thercof, subject to (i) the
provisions of section 1145(b)(1) of the Bankruptcy Code relating to the definition of an
underwriter in Section 2(a)(11) of the Securities Act and compliance with any rules and
regulations of the Securities Exchange Commission, if any, applicable at the time of any
future transfer of such securities or instruments; (ii) the restrictions, if any, on the
transferability of such securities and instruments; and (iii) applicable regulatory approval.
The issuance of New Common Stock and the Plan Notes are or were in exchange for Claims
against AWI, or principally in such exchange and partly for cash or property, within the
meaning of section 1145(a)(1) of the Bankruptcy Code.

83, The exemption from the requirements of Section 5 of the Securitics
Act of 1933, as amended, and any slate or local law requiring registration of the offer,
issuance, exchange or transfer of a securily provided for in the Plan or registration or
licensing of an issuer of, underwriter of, or broker dealer i, such securntty 1s authorized by
scction 1145 of the Bankruptey Code and is applicable to the extent set forth in the Plan.
The New Common Stock and the Plan Notes are exempt from registration pursuant to
section 1145 of the Bankrupley Code and are freely tradeable by the holders thereof except

to the extent a holder is an “underwriter” as defined in section 1145(b) of the Bankruptey
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Code. For the purposes of scction 1145(d) of the Bankruptcy Code, Class 7 is not an
“underwriter” as defined in Section 2(11) of the Securities Act of 1933,

The Plan Provides for
Proper Retention of Jurisdiction

84.  The Bankruptcy Court or the District Court, as provided in Article
IX of the Plan, may retain jurisdiction over the matters set forth in Section 9.2 of the Plan
and the Confirmation Order as entered by the District Court.

Effect of Confirmation

85.  The Plan and its provisions shall be binding upon AWI, Reorganized
AWI, the Disbursing Agent, any entily acquiring or receiving property or a distribution
under the Plan, and any holder of a2 Claim against or Equity Interest in AWI, whether or
not the Claim or Equity Interest of such holder is impaired under the Plan and whether or
nol such holder or entity has accepted the Plan.

86.  Pursuant to Seetion 11.7 of the Plan, except as otherwise provided in
the Plan, upon the Effective Dale, tille lo all property of AWI's estate shall vest in
Reorganized AWI free and clear of all Claims, Equity Interests, Encumbrances, and other
interests, and all such Claims, Equity Intercsts, Encumbrances, and other interests shall be
extinguished, From and after the Effective Date, Reorganized AWI may operate its
business and may use, acquire, and disposc of property, and compromise or settle any
Claims and Equity Inlerests without the supcrvision of or approval by the Bankruptcy
Court and free of any restrictions of the Bankruptcy Code or Bankruptcy Rules, other than

thosc restrictions expressly imposed by the Plan or the Confirmation Order.
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Miscellangous

87.  To the extent any of the foregoing conclusions of law constitute

findings of fact, they are adopted as such.
Conclusion
These Findings of Fact and Conclusions of Law and the Unfair Discrimination
Decigion and Order shall serve to support the entry of the Confirmation Qrder and issuance
of the Asbestos PI Permanent Channeling Injunction and the Claims Trading Injunction in

the Confirmation Order.

Dated: Philadelphia, Peqgkylvania

At \F 2006
AJ; /- Qu{..u.ﬁ_a

THE HONORABLE EDUARDO C. ROBRENO
United States District Judge

66



