
 
UNITED STATES BANKRUPTCY COURT 

FOR THE WESTERN DISTRICT OF NORTH CAROLINA 
Charlotte Division 

 
IN RE: 

 
GARLOCK SEALING TECHNOLOGIES 
LLC, et al., 
 
 
           Debtors.1

Case No. 10-31607 
 
Chapter 11 
 
Jointly Administered 

 
GLOBAL NOTES REGARDING DEBTORS’ SCHEDULES OF ASSETS  

AND LIABILITIES AND STATEMENT OF FINANCIAL AFFAIRS 
 

1. Garlock Sealing Technologies LLC (“Garlock”), Garrison Litigation 
Management Group, Ltd. (“Garrison”) and The Anchor Packing Company (“Anchor”), debtors 
and debtors-in-possession in the above-captioned cases (collectively, the “Debtors”), filed their 
respective Schedules of Assets and Liabilities (as may be amended, the “Schedules”) and 
Statements of Financial Affairs (as may be amended, the “Statements” and, collectively with the 
Schedules, the “Schedules and Statements”), which are filed contemporaneously herewith. The 
Schedules and Statements and these Global Notes (the “Global Notes”) were prepared pursuant 
to section 521 of title 11 of the United States Code, 11 U.S.C. §§ 101, et seq. (the “Bankruptcy 
Code”), and Rule 1007 of the Federal Rules of Bankruptcy Procedure by Debtors’ 
management.  Unless otherwise indicated on the Schedules and Statements or the Global 
Notes, the information provided is as of the close of business on June 4, 2010 and all 
values are based on net book value as of that date.   These Global Notes are incorporated 
by reference in, and comprise an integral part of, the Schedules and Statements and 
should be referred to and reviewed in connection with any review of the Schedules and 
Statements. 
 

2. On June 5, 2010 (the “Petition Date”), the Debtors filed voluntary 
petitions for relief under chapter 11 of the Bankruptcy Code in the United States Bankruptcy 
Court for the Western District of North Carolina (the “Bankruptcy Court”) and are being 
jointly administered under the case number assigned to Garlock Sealing Technologies 
LLC, Case No. 10-31607 (GRH).  The Debtors are operating their businesses as debtors-
in-possession under the Bankruptcy Code.   
 

3. The financial affairs and businesses of the Debtors are large and 
sophisticated.  While the Debtors’ management has made every reasonable effort to 
ensure that the Schedules and Statements are accurate and complete, based upon 
information that was available to them at the time of preparation, inadvertent errors and/or 
                                                           
1     The Debtors include Garlock Sealing Technologies LLC, Garrison Litigation Management Group, Ltd. and The 
Anchor Packing Company.    
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omissions may exist and/or the subsequent receipt of information and/or further review and 
analysis of the Debtors’ books and records may result in material changes to the financial 
data and other information contained therein.  Accordingly, the Debtors reserve the right 
to amend the Schedules and Statements from time to time as may be necessary or 
appropriate.  Moreover, because the Schedules and Statements contain unaudited information 
that is subject to further review and potential adjustment, there can be no assurance that the 
Schedules and Statements are complete or accurate.   
 

4. The Debtors reserve all rights to amend the Schedules and/or the 
Statements in all respects, as may be necessary or appropriate, including, but not limited to, the 
right to dispute or to assert offsets or defenses to any claim reflected on the Schedules as to 
amount, liability, or classification or otherwise subsequently to designate any claim as 
“disputed,” “contingent,” or “unliquidated.”  A failure to designate any claim as disputed, 
contingent, and/or unliquidated does not constitute an admission that such claim is not subject to 
objection. Nothing contained in the Schedules and Statements shall constitute a waiver of the 
Debtors’ rights with respect to the chapter 11 cases and, specifically, with respect to any issues 
involving equitable subordination and/or causes of action arising under the provisions of chapter 
5 of the Bankruptcy Code and other relevant nonbankruptcy laws to recover assets or avoid 
transfers. 
 

5. Disclosures of information in one Schedule, Statement, or attachment, 
even if incorrectly placed, shall be deemed to be disclosed in the correct Schedule, Statement, or 
attachment.   
 

6. These Schedules and Statements do not purport to represent financial 
statements prepared in accordance with Generally Accepted Accounting Principles (“GAAP”), 
nor are they intended to reconcile to financial statements that have been filed with the SEC by 
any entity. 
 

7. Debtors Garlock and Garrison are parties to that certain Exchange 
Agreement dated September 13, 1996 (the “Exchange Agreement”), under which 
Garrison assumed certain asbestos-related liabilities of Garlock and under which Garlock 
assigned its rights in certain insurance assets to Garrison.  Assets related to insurance 
policies in which Garlock has an interest are therefore set forth as assets on Garrison’s 
Schedules.  Prior to these chapter 11 cases, Garrison (a) supervised a nationwide network of 
local defense law firms that represented the Debtors in asbestos suits and claims in various 
states; (b) assisted in defending asbestos suits and claims before and during trial; (c) settled 
asbestos suits and claims; (d) paid judgments, settlements and defense costs; and (e) made claims 
against, collected payments from and facilitated audits as required by insurers in connection with 
Garlock’s asbestos liabilities.  As such, nearly all of Garrison’s receipts and payments derived 
from or were related to Garlock’s defense and payment of asbestos liabilities and collection of 
insurance assets as a result of such payments.  On September 13, 1996, Garlock and Garrison 
entered into a reciprocal arrangement (the “Letter Agreement”) under which Garlock agreed to 
provide Garrison with a line of credit up to $200 million for working capital purposes and 
Garrison agreed to loan Garlock any available cash held by Garrison in excess of its working 
capital requirements.  Advances by Garlock to Garrison for working capital requirements are 
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evidenced by a $200 million Revolving Note (the “Garrison Note”).  Garrison advances of 
available cash to Garlock are evidenced by a separate $200 million Demand Grid Note (the 
“Demand Grid Note”).  Under the terms of the Letter Agreement, any transfers of available cash 
by Garrison to Garlock will first be applied to repay open balances in the Garrison Note, if any, 
before any transfer is considered a borrowing by Garlock under the Demand Grid Note and, 
conversely, any advances by Garlock to Garrison will first be applied to the Demand Grid Note 
before constituting an advance to Garrison under the Garrison Note.  In accordance with the 
Letter Agreement, whenever a disbursement is presented for payment in a Garrison account, 
Garlock funds the disbursement from a Garlock disbursement account on behalf of Garrison and 
charges Garrison for the amount of such disbursement through the Garrison Note and whenever 
Garrison receives cash in its lockbox account, the cash is transferred to the Garlock 
funding/concentration account as a repayment of the Garrison Note.  As of June 4, 
2010, Garrison owed $168,998,373.35 to Garlock under the Garrison Note and, as such, there 
were no balances outstanding under the Demand Grid Note.  In the year prior to the Petition 
Date, substantial transfers were made from Garlock to Garrison, primarily to fund asbestos-
related costs including payment of judgments, settlements and defense costs.  Likewise, in the 
year prior to the Petition Date, substantial funds, primarily insurance receipts arising under 
policies that have been assigned to Garrison under the Exchange Agreement, were paid by 
Garrison to Garlock, reducing the Garrison Note.  Because the vast majority of the payments 
between these two Debtors relate to Garlock’s asbestos liabilities and payments by insurance 
providers on account of asbestos claims, the Debtors have not included transactions between 
Garlock and Garrison in response to Question 3(c) of the Debtors’ Statements. 

 
8. Except as otherwise set forth in these Global Notes, the Schedules, 

or Statement of any Debtor, intercompany payable and receivable balances (the 
“Intercompany Claims”) have been set forth in the Schedules and Statements to the best 
of the Debtors’ knowledge, information and belief and in accordance with the Debtors’ 
unaudited accounting records.   
 

9. Prior to March 3, 2010, Garlock participated in an integrated cash 
management system (the “CMS”) with Coltec Industries Inc (“Coltec”) and  other Coltec 
subsidiaries.  Under the CMS, Garlock transferred funds on hand at the end of each day into a 
Coltec concentration account, and Coltec advanced funds daily to Garlock’s disbursement 
accounts to meet Garlock’s cash needs.  Coltec and Garlock accounted for each such transaction 
through interest-bearing revolving promissory notes between Coltec and Garlock (the “Coltec 
Grid Notes”).  Garlock’s daily deposit of cash into the Coltec concentration account increased 
the amount owed from Coltec to Garlock under the Coltec Grid Notes; and Coltec’s daily 
advances to Garlock decreased the balance of such notes. 
 
In addition to cash transfers under the CMS, in the ordinary course of their businesses, Garlock 
and Coltec from time to time made indirect cash transfers for the benefit of each through 
payment of third-party invoices on each other’s behalf.  Finally, Coltec charged Garlock for 
certain services it provided to Garlock.  Like cash transfers under the CMS, each such 
transaction was carefully accounted for as separate activity under the Coltec Grid Notes. 
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The transfers set forth in response to Question 3(c) of Garlock’s Statement reflect only cash 
transferred by Garlock to or for the benefit of Coltec. As of June 30, 2010, the balance of the 
Coltec Grid Notes was zero and the Coltec Grid Notes had expired pursuant to their terms. 
 

10.   The claims under insurance policies and settlement agreements set forth 
under numbers 21 and 35 of Garrison’s Schedule B are subject to, and may be diluted by, claims 
of other insureds under the policies set forth therein or included within the ambit of settlement 
agreements with insurers.  The Bankruptcy Court has entered an Order Granting Preliminary 
Injunction (entered June 21, 2010 in Adv. Proc. 10-03145) which enjoins asbestos claimants 
from pursuing claims against the Debtors’ affiliates which might result in those affiliates making 
claims against the insurance assets set forth on Garrison’s Schedule B numbers 21 and 35. 
 

11.  Claims of parties asserting asbestos-related claims against Garlock and/or 
Anchor are set forth in separately docketed continuation sheets to Schedule F of Garlock and 
Anchor due to the voluminous nature of those claims listings.  Each such claim is disputed, 
contingent and unliquidated and is deemed to be valued at $0.00 unless otherwise stated, as the 
Debtors deny liability for these claims and, in most cases, the claimants have not alleged a 
specific dollar amount of damages against the Debtors.   
 

12. The preparation of the Schedules and Statements required the Debtors to 
make estimates and assumptions that affect the reported amounts of assets and liabilities, the 
disclosure of contingent assets and liabilities, and the reported amounts of revenues and expenses 
during the reporting period.  Actual results could differ from those estimates. 
 

13. Some of the Debtors’ scheduled assets and liabilities are unknown and/or 
unliquidated at this time. In such cases, the amounts are listed as “Unknown,” “Undetermined,” 
or as zero balances.   Accordingly, the Schedules may not reflect accurately the aggregate 
amount of the Debtors’ assets and liabilities. 
 

14. With the exception of Garlock Valqua Japan, Inc., which is reported at net 
book value, the values of Garlock’s interests in the businesses set forth on Schedule B # 13 are 
primarily based upon discounted cash flow valuations.  
 

15. It would be prohibitively expensive, unduly burdensome, and time-
consuming to obtain current market valuations of the Debtors’ property interests.  Accordingly, 
to the extent any asset value is listed herein, unless otherwise indicated, net book values, rather 
than current market values, of the Debtors’ interests in property are reflected on the applicable 
Schedules or Statements. As applicable, certain assets that have been fully depreciated or were 
expensed for accounting purposes have no net book value and may not be reflected on the 
Schedules.  In addition, the stated book value of certain assets does not necessarily reflect any 
impairment analysis that may be required by GAAP.   
 

16. The Debtors have not set forth all causes of action against all third parties 
as assets in their Schedules and Statements.  The Debtors reserve all of their rights with respect 
to any causes of action they may have, and neither these Global Notes nor the Schedules and 
Statements shall be deemed a waiver of any such causes of action.   

{00180506 v 1} 

Case 10-31606    Doc 24    Filed 07/20/10    Entered 07/20/10 13:43:32    Desc Main
 Document      Page 4 of 8



 
17. The Debtors have sought to allocate liabilities between pre-petition and 

post-petition periods based on information from research that was conducted in connection with 
the preparation of the Schedules. As additional information becomes available and further 
research is conducted, the allocation of liabilities between pre-petition and post-petition periods 
may change. 
 

18. The Debtors have excluded from their Schedules a number of pre-petition 
claims that were paid or will be paid post-petition pursuant to various Orders of the Bankruptcy 
Court, including, without limitation: 
 

a. Order Authorizing the Debtors to Continue Payroll and Payroll 
Related Practices Including Payment or Reimbursement of Certain Pre-petition (A) 
Wages, Salaries, Vacation Pay and Other Compensation and Amounts Withheld  from 
Such Compensation; (B) Employee Medical Claims, Health Benefits and Similar 
Benefits; (C) Reimbursement of Employee Expenses; and (D) Payment of All Costs 
Incident Thereto and (II) Authorizing Applicable Banks and Other Financial Institutions 
to Receive, Process, Honor and Pay Certain Checks and Transfers (Docket No. 42); 

  
b. Orders after Interim and Final Hearings Authorizing Debtors-In-

Possession to Obtain Interim Financing, Grant Security Interests and According Priority 
Status; Modifying Automatic Stay; and Authorizing Use of Cash Collateral (Docket Nos. 
45 and 226); 

  
c. Order Authorizing (A) Continued Use of Existing Cash 

Management System, (B) Maintenance of Existing Bank Accounts, (C) Continued Use of 
Existing Business Forms and (D) Waiver of Deposit Guidelines and Continued Use of 
Existing Investment Policies; and (II) (A) Granting Administrative Priority Status to 
Post-Petition Intercompany Claims and (B) Authorizing Continued Performance Under 
Intercompany Arrangements (Docket No. 46); 

  
d. Order Authorizing Debtors to Honor Certain Pre-Petition 

Obligations and Otherwise Continue in the Ordinary Course Pre-Petition Programs and 
Practices with Customers (Docket No. 50); 

  
e. Order Granting Debtors' Motion for Entry of an Order for 

Authority to Honor Certain Pre-Petition Obligations and Continue in the Ordinary Course 
Pre-Petition Shipping Programs and Practices With Common Carriers (Docket No. 51); 

  
f. Order Authorizing Payment of Pre-Petition Sales and Use Taxes, 

and Authorizing the Debtors' Banks to Honor Pre-Petition Checks for Payment of Such 
Amounts (Docket No. 52); 

  
g. Order Granting Motion Prohibiting Utilities from Altering, 

Refusing or Discontinuing Services on Account of Pre-Petition Invoices; Deeming 
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Utilities Adequately Assured of Future Performance; and Establishing Procedures for 
Requests for Adequate Assurance of Payment (Docket No. 54);  

  
h. Order Authorizing the Debtors to Continue Payment for Certain 

Pre-Petition and Post-Petition Services Rendered by Temporary and Contract Employees 
(Docket No. 178); and 

 
i.  Order Under Section 365(a) of the Bankruptcy Code Authorizing 

the Debtors to Assume Contract with New Vista Corporation (Docket No. 195).   
  
The Debtors intend to file a Motion with the Bankruptcy Court seeking authority to exclude all 
such claims from Schedules E and F of the Debtors. 
 

19. The liens associated with the secured claims listed in Schedule D for both 
Garlock and Garrison owed to Bank of America, SunTrust Bank, and Wells Fargo Capital 
Finance, LLC were released by these lenders pursuant to the Order After Final Hearing (1) 
Authorizing Debtors-in-Possession to Obtain Financing, Grant Security Interests and Accord 
Priority Status Pursuant to 11 U.S.C. §§ 361, 364(c), and 364(d); (2) Modifying Automatic Stay; 
and (3) Authorizing the Use of Cash Collateral Pursuant to 11 U.S.C. §§361 and 363(c)(2) 
(Docket No. 226).   
 

20. The lists of Intellectual Property assets set forth in Attachment B-22 to 
Garlock’s Schedules (the “IP Attachment”) have been compiled based upon reasonable review of 
the Debtors’ books and records.  Certain intellectual property owned by the Debtors may not be 
set forth on the IP Attachment.  The owner name set forth on the IP Attachment reflects the 
Debtors’ belief as to the actual owner of the intellectual property, and does not necessarily reflect 
the record owner name on file with the United States Patent and Trademark Office.  The IP 
Attachment reflects domestic registrations only, the Debtors may also have foreign registrations 
not set forth on the IP Attachment.  Certain intellectual property set forth on the IP Attachment 
may be jointly owned with affiliates.   
 

21. Accounts Receivable are presented without offsetting for any mutual 
counterparty accounts payable, open or terminated contract liabilities, liquidated damages, setoff 
rights or collateral held by the Debtors.  Likewise, Accounts Payable are shown without 
consideration of offsetting accounts receivable, open or terminated contracts, liquidated 
damages, setoff rights, or collateral that has been posted on behalf of the counterparty.  If these 
receivables and payables were shown net of potential setoffs, the open amounts could change.  
 

22. The Debtors may not have included on Schedule D certain parties that 
believe their claims are secured through setoff rights, deposits posted by or on behalf of the 
Debtors, or inchoate statutory lien rights, including possible setoff rights held by affiliates for 
intercompany debts.  However, all parties with identified claims, secured or unsecured, have 
been listed on Schedule F.  
 

23. While every reasonable effort has been made to ensure the accuracy of 
Schedule G regarding executory contracts and unexpired leases, inadvertent errors or 

{00180506 v 1} 

Case 10-31606    Doc 24    Filed 07/20/10    Entered 07/20/10 13:43:32    Desc Main
 Document      Page 6 of 8



omissions may have occurred. The Debtors hereby reserve all of their rights to dispute the 
validity, status or enforceability of any contract, agreement, or lease set forth on Schedule G.  
Moreover, some of the executory contracts or unexpired leases may have expired or been 
modified, amended, and supplemented from time to time by various amendments, restatements, 
waivers, estoppel certificates, letters and other documents, instruments, and agreements which 
may not be listed on Schedule G.  Certain of the leases and contracts listed on Schedule G may 
contain certain renewal options, guarantees of payment, options to purchase, rights of first 
refusal, and other miscellaneous rights. Such rights, powers, duties, and obligations are not set 
forth on Schedule G.  Certain of the executory agreements may not have been memorialized in 
writing and could be subject to dispute.  In addition, the Debtors may have entered into various 
other types of agreements in the ordinary course of their businesses, such as barter agreements, 
easements, rights of way, subordination, non-disturbance and attornment agreements, 
supplemental agreements, amendments/letter agreements, title agreements, and confidentiality 
agreements. Such documents may not be set forth on Schedule G.  Certain of the agreements 
listed on Schedule G may be in the nature of conditional sales agreements or secured 
financings.  The Debtors reserve all of their rights to dispute or challenge the characterization 
of the structure or substance of any transaction, or any document or instrument (including 
without limitation, any intercompany agreement). In the ordinary course of business, the 
Debtors may have entered into agreements, written or oral, for the provision of certain services 
on a month-to-month or at-will basis. Such contracts may not be included on Schedule G.  
However, the Debtors reserve the right to assert that such agreements constitute executory 
contracts.   
 

24.      Listing a contract or agreement on Schedule G does not constitute an 
admission that such contract or agreement is an executory contract or unexpired lease.  The 
Debtors reserve all rights to challenge whether any of the listed contracts, leases, agreements 
or other documents constitute an executory contract or unexpired lease, including if any are 
unexpired non-residential real property leases. Any and all of the Debtors’ rights, claims, and 
causes of action with respect to the contracts and agreements listed on Schedule G are hereby 
reserved and preserved.  Further, failure to list a contract or agreement on Schedule G does not 
constitute an admission that an unlisted contract is not an executory contract or unexpired 
lease. 
 

25. Co-defendants listed on Schedules F and H of Garlock and Anchor are 
based upon a database of all co-defendants in all asbestos-related litigation pending against 
Garlock, Anchor or any other affiliated entity.  This database was created and maintained by 
Garrison and determining which co-defendants relate only to Garlock and which relate only to 
Anchor would be prohibitively expensive and difficult.  Therefore, all co-defendants are listed as 
potential co-debtors for both Garlock and Anchor out of an abundance of caution.  
 

26. Listing a possible co-obligor on Schedule H does not constitute an 
admission nor is it intended to be an admission that such party is liable on the debt and all 
parties listed preserve their respective rights.  The Debtors and any party listed in Schedule H 
reserve all rights to challenge whether any party listed has any liability as a co-obligor.  Any 
and all of the Debtors’ and any co-obligor’s rights, claims, and causes of action and all listed 
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parties rights, claims and causes of action with respect to the matters listed on Schedule H are 
hereby reserved and preserved.    
 

27. Garlock is a party to Lease, Leaseback and Payment in Lieu of Taxes 
Agreements (collectively, the “PILOT Arrangement”) with the Wayne County (New York) 
Industrial Development Agency (the “Agency”).  Under the PILOT Arrangement, Garlock leases 
its Palmyra facility to the  Agency, and the Agency leases the facility back to Garlock.  The 
Debtors believe the PILOT Arrangement results in beneficial property tax treatment for Garlock. 
 
  28. In the ordinary course of its business and in its capacity as claims manager 
for Coltec, Garrison makes certain payments to asbestos-related professionals on behalf of 
Coltec.  Certain of these payments are shown on the answer to Question 3(b) of Garrison’s 
Statements; however, such payments are not shown as payments to or for the benefit of insiders 
on Question 3(c), due to the difficulty in determining precisely which services paid for by 
Garrison were on behalf of Coltec, and which were on behalf of the Debtors. 
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