IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11

W.R. GRACE & CO., etal.,’ Case No. 01-01139 (JFK)

(Jointly Administered)

Debtors.

N N N N N e’ N’

SETTLEMENT AGREEMENT
RESOLVING THE UNITED STATES’ PROOFS OF CLAIM
REGARDING CERTAIN ENVIRONMENTAL MATTERS

! The Debtors consist of the following 62 entities: W. R. Grace & Co. (f/k/a Grace Specialty Chemicals, Inc.),
W. R. Grace & Co.-Conn., A-1 Bit & Tool Co., Inc., Alewife Boston Ltd., Alewife Land Corporation, Amicon, Inc.,
CB Biomedical, Inc. (f/k/a Circe Biomedical, Inc.), CCHP, Inc., Coalgrace, Inc., Coalgrace II, Inc., Creative Food
"N Fun Company, Darex Puerto Rico, Inc., Del Taco Restaurants, Inc., Dewey and Almy, LLC (f/k/a Dewey and
Almy Company), Ecarg, Inc., Five Alewife Boston Ltd., G C Limited Partners I, Inc. (f’k/a Grace Cocoa Limited
Partners I, Inc.), G C Management, Inc. (f/k/a Grace Cocoa Management, Inc.), GEC Management Corporation, GN
Holdings, Inc., GPC Thomasville Corp., Gloucester New Communities Company, Inc., Grace A-B Inc., Grace A-B
I Inc., Grace Chemical Company of Cuba, Grace Culinary Systems, Inc., Grace Drilling Company, Grace Energy
Corporation, Grace Environmental, Inc., Grace Europe, Inc., Grace H-G Inc., Grace H-G 11 Inc., Grace Hotel
Services Corporation, Grace International Holdings, Inc. (f/k/a Dearborn International Holdings, Inc.), Grace
Offshore Company, Grace PAR Corporation, Grace Petroleum Libya Incorporated, Grace Tarpon Investors, Inc.,
Grace Ventures Corp., Grace Washington, Inc., W. R. Grace Capital Corporation, W. R. Grace Land Corporation,
Gracoal, Inc., Gracoal II, Inc., Guanica-Caribe Land Development Corporation, Hanover Square Corporation,
Homco International, Inc., Kootenai Development Company, L B Realty, Inc., Litigation Management, Inc. (f/k/a
GHSC Holding, Inc., Grace JVH, Inc., Asbestos Management, Inc.), Monolith Enterprises, Incorporated, Monroe
Street, Inc., MRA Holdings Corp. (f/k/a Nestor-BNA Holdings Corporation), MRA Intermedco, Inc. (f/k/a Nestor-
BNA, Inc.), MRA Staffing Systems, Inc. (f/k/a British Nursing Association, Inc.), Remedium Group, Inc. (f’k/a
Environmental Liability Management, Inc., E&C Liquidating Corp., Emerson & Cuming, Inc.), Southern Oil, Resin
& Fiberglass, Inc., Water Street Corporation, Axial Basin Ranch Company, CC Partners (f/k/a Cross Country
Staffing), Hayden-Gulch West Coal Company, H-G Coal Company.
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SETTLEMENT AGREEMENT RESOLVING THE UNITED STATES’ PROOFS OF
CLAIM REGARDING CERTAIN ENVIRONMENTAL MATTERS

WHEREAS W.R. Grace & Co. and certain of its subsidiaries (collectively the “Debtors™)
filed with the United States Bankruptcy Court for the District of Delaware voluntary petitions for
relief under Title 11 of the United States Code on April 2, 2001 which are jointly administered as
Case No. 01-01139 (JFK);

WHEREAS the United States, on behalf of the United States Environmental Protection
Agency (“EPA”), the United States Department of Agriculture (“USDA”), the United States
Department of the Interior (“DOI”), the National Oceanic and Atmospheric Administration
(“NOAA”), and the United States Army Corps of Engineers (“ACE”) (collectively, the “Settling
Federal Agencies™), contends that certain of the Debtors are liable under the Comprehensive
Environmental Response, Compensation and Liability Act (“CERCLA”), 42 U.S.C. 9601 et seq.,
for response costs and natural resource damages incurred and to be incurred by the Settling
Federal Agencies in the course of responding to releases and threats of releases of hazardous
substances into the environment for the Liquidated Sites as set forth herein;

WHEREAS the United States, on behalf of EPA, USDA, and ACE has filed a proof of
claim, Claim No. 9634, against the Debtor W.R. Grace & Co.-Conn. and on behalf of EPA has
filed a proof of claim, Claim No. 9635, against the Debtor Kootenai Development Company.

WHEREAS the Debtors dispute the United States’ contentions and, but for this
Settlement Agreement, would object, in whole or in part, to its proofs of claim;

WHEREAS the Los Angeles County Metropolitan Transportation Authority, the Central
Chemical Site Participation Group, the Green River Site PRP Group Claimants, the OII Steering

Committee, the National Railroad Passenger Corporation, American Premier Underwriters, Inc.,
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