








Operating expenses

Operating expenses of the Trust are paid from net claimants’ equity when invoices are received.

NOTE 3 - CASH EQUIVALENTS AND INVESTMENT SECURITIES

Investment securities consist of the following at December 31, 2007:

Fair
Market Unrealized
Cost Value Gains
Cash and cash equivalents $ 49648877 $ 49,648,877 $ 0
Treasury bonds 22,506,318 22,625,676 119,358
Equities 63,858,983 70,223,969 6,364,986
Mutual funds 97,982,463 109,920,264 11,937,801
Municipal bonds 684,824,040 690,793,942 5,969,902
Total cash equivalents and
investments $_918,820.681 $_9043.212,728 $_ 24,392,047
Investment securities consist of the following at December 31, 2006:
Fair Unrealized
Market Gains
Cost Value (Loss)
Cash and cash equivalents $ 73,987 $ 73,987 § 0
Treasury bonds 3,418,606 3,380,212 (38,394)
Equities 45,237,194 50,617,143 5,379,949
Mutual funds 69,917,679 78,535,657 8,617,978
Municipal bonds 507,641,277 513,909,126 6,267,849
Total cash equivalents and

investments $_626,288.743 $_646516,125 $_ 20,227,382

NOTE 4 - INVESTMENT IN ABB, LTD. COMMON STOCK

During May 2006, the Trust sold 35,297,913 shares of ABB, Ltd. common stock for net proceeds of
$407,072,779. The Trust held 1,000 shares of ABB Ltd. common stock at both December 31, 2007 and
2006, with a fair market value of $28.81 and $17.90 per share at December 31, 2007 and 2006,
respectively. As of December 31, 2007 and 2006, the unrealized gain on the stock held was $15,527,
and $4,614, respectively.

NOTE 5 - ABB PROMISSORY NOTE AND RECEIVABLE UNDER CE CONTRIBUTION AGREEMENT

The Trust holds a promissory note due from ABB in the original amount of $350,000,000. The promissory
note does not bear any interest. The promissory note contains the following payment terms:
$50,000,000 payable in equal installments on the last business day of fiscal year 2006; $100,000,000 in
the aggregate, payable in equal installments on the last business day of each fiscal quarter of fiscal year
2007 and $100,000,000 in the aggregate, payable in equal installments on the last business day of each
fiscal quarter of fiscal year 2008. The remaining $100,000,000 will be paid as follows: $25,000,000
between 2007 through 2011 based on certain triggers being met, and $25,000,000 between 2008 through
2011 based on certain triggers being met. ABB may make two additional $25,000,000 payments in 2009
and 2010, respectively, contingent upon ABB meeting certain EBIT margin targets. During the year
ended December 31, 2007 and the period from April 20, 2006 through December 31, 2006, $150,000,000
and $50,000,000, respectively, of principal was collected on the promissory notes. The amount collected



in 2007 included $50,000,000 in contingency payments resulting from specified triggers being met related
to ABB’s financial performance.

ABB Ltd. and certain affiliates agreed to pay $204,000,000 to the Trust on the second anniversary of the
CE Plan Effective Date, April 20, 2006. During the year ended December 31, 2007, the Trust collected
payment of the $204,000,000.

NOTE 6 - INSURANCE RECEIVABLE

The insurance receivable as of December 31, 2007 is scheduled to be received as follows:

2008 $ 12,104,000
2009 8,666,000
$ 20,770,000

During the period from April 20, 2006 through December 31, 2007, the Trust recorded $266,644,237 in
insurance settlement rights directly as a contribution to net claimants equity. The amount recorded
included amounts that were paid during the period from April 20, 2006 through December 31, 2006, as
well as amounts that were settled and scheduled to be paid in future years. During the year ended
December 31, 2007, the Trust reduced the insurance receivable on the statement of net claimants’ equity
by $52,832,000 to account for certain receivables recorded during the period from April 20, 2006 through
December 31, 2006 that were determined to include certain contingencies awaiting resolution. The
reduction of the receivable resulted in a reduction directly to net claimants’ equity on the accompanying
special-purpose statements of changes in net claimants’ equity.

In addition to the amounts included in the insurance receivable, there are unsettled insurance policies
under which the Trust may be entitled to additional proceeds. These products’ aggregate limits at
December 31, 2007 and 2006 totaled $29,750,000 and $59,750,000, respectively. At December 31,
2007 and 2006, the estimated value of unsettled polices was not determinable.

Disputed insurance proceeds from settled policies totaled $10,250,000 at December 31, 2007. Disputed
insurance proceeds are not recorded as receivables until the outcome is known.
NOTE 7 - INCOME TAXES

For federal income tax purposes, CE has elected for the qualified assets of the Trust to be taxed as a
Designated Settlement Fund (DSF). The statutory income tax rate for the DSF is 35%.

2007 2006
Increase in net claimants’ equity $ 26,775951 $ 36,459,763
Less: municipal bond interest (26,006,317) (11,200,093)
Less: unrealized gain on securities (4,175,577) (20,232,060)
Add: expenses allocable to municipal bond interest 835,941 251,382
Net taxable (loss) income (2,570,002) 5,278,992
Statutory tax rate 0% 35%
Provision for income taxes $ 0 $__ 1847647



NOTE 8 - NET CLAIMANTS’ EQUITY

The contributions to claimants’ equity are comprised of the following at December 31:

2007 2006
Contribution of ABB, Ltd. stock $ 0 $ 402,569,537
ABB promissory note 0 350,000,000
Insurance settlement rights 5,050,000 266,644,237
CE contribution agreement 0 204,000,000
CE convertible secured note 0 20,000,000

$___ 5050000 $_1243213.774

Pursuant to the Plan, the Trust was assigned certain settled and unsettled insurance rights. Any future
rights or proceeds for which there is no receivable recorded will be recorded directly as an increase to net
claimants’ equity.

NOTE 9 - DISTRIBUTIONS FROM NET CLAIMANTS’ EQUITY

For the year ended December 31, 2007, the Trust settled 25,985 claims totaling $127,022,397. For the
period from April 20, 2006 (inception) through December 31, 2007, the Trust settled 1,444 claims totaling
$16,052,836. At December 31, 2007 and 2006, the Trust had 60,701 and 6,771, respectively, claims
presented for approval.

NOTE 10 - CONTINGENT LIABILITIES

The Plan Documents (as defined in the Confirmed Plan) subject the Trust to certain reimbursement and
indemnification obligations that may resuit in future claims against the Trust.

The probability of such claims cannot be reasonably determined. Accordingly, no associated liability has
been recorded in the accompanying special-purpose financial statements. Such claims, if any, are not
expected to be material.

NOTE 11 - LIABILITY FOR ASBESTOS CLAIMS

Personal injury claims that were settled, but unpaid as of December 31, 2007 have been accrued and
included in accrued claims, accrued expenses and accounts payable. There were no claims that were
settled, but unpaid as of December 31, 2006. These amounts have been included in distributions from
net claimants’ equity in the accompanying statements of changes in net claimants’ equity for the payment
of claims for the years ended December 31, 2007 and 2006.

The uitimate number of Asbestos Pl Trust Claims to be filed and the liability for all such claims are not
determinable at this time. The net claimants’ equity at December 31, 2007 represent funding available for
all Asbestos Pl Trust Claims for which no fixed liability has yet been established.

NOTE 12 - RELATED PARTY TRANSACTIONS

During the year ended December 31, 2007 and the period from April 20, 2006 (inception) through
December 31, 2006, operating expenses included $51,503 and $207,442, respectively, paid to L. Tersigni
Consulting P.C. in connection with special projects authorized by the Trustees. Loreto T. Tersigni was
the Managing Trustee of the Trust through August 27, 2007.
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SUPPLEMENTAL INFORMATION



ARGY, WILTSE & ROBINSON, P.C.

REPORT OF INDEPENDENT ACCOUNTANTS
ON SUPPLEMENTAL INFORMATION

December 11, 2008

To the Trustees of the
Combustion Engineering 524(g) Asbestos Pl Trust:

Our audit was made for the purpose of forming an opinion on the basic special-purpose financial
statements for the year ended December 31, 2007 taken as a whole in accordance with the basis of
accounting described in Note 2 of such statements. The supplemental information on pages 13 and 14 is
presented for purposes of additional analysis and is not a required part of the basic special-purpose
financial statements. The supplemental information for the year ended December 31, 2007 has been
subjected to the auditing procedures applied in the audit of the basic special-purpose financial statements
and, in our opinion, is fairly stated in all material respects in relation to the basic special-purpose financial
statements taken as a whole. The special-purpose financial statements and supplemental information of
the Combustion Engineering 524(g) Asbestos Pl Trust for the period from April 20, 2006 (inception)
through December 31, 2006 were audited by other auditors whose report dated July 11, 2007 expressed
an unqualified opinion on those statements.
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COMBUSTION ENGINEERING 524(G) ASBESTOS Pl TRUST

SCHEDULES OF INVESTMENT INCOME

DECEMBER 31, 2007 AND 2006

Investment income

Interest on municipal bonds

Dividends from mutual funds

Other dividends

Interest on U.S. Treasury bonds
Interest on short term investments
ABB dividends

Interest on $20MM CE note

Interest on insurance escrow accounts
Other income from mutual funds
Interest from mutual funds

Total investment income

2007 2006
$ 26,006,316 $ 11,200,093
2,354,596 719,308
972,197 404,077
851,536 164,253
12,324 2,309,923
0 2,614,193
0 520,895
0 197,160
0 91,526
0 87.171
$_30.196969 §$__18,298,599

See report of independent accountants on supplemental information.
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COMBUSTION.ENGINEERING 524(g) ASBESTOS Pl TRUST
SCHEDULES OF OPERATING EXPENSES AND INCOME TAXES
DECEMBER 31, 2007 AND 2006

2007 2006

Operating expenses
Legal fees $ 5441453 $ 3,495,165
Investment advisory fees 1,630,407 874,022
Claims processing services 848,103 149,731
Consulting 506,828 154,002
Trustee disbursements 454,040 533,845
Accounting and audit 262,843 80,743
Insurance 186,667 272,603
Custodial fees 110,623 92,256
Administrative costs 58,488 207,521
Foreign taxes paid 9,549 443,706
Total operating expenses $__9509001 $ 6,303,594
Provision for income taxes $ 0 $__ 1847647

See report of independent accountants on supplemental information.
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