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Projected Pro Forma Balance Sheets Giving Effect to the Plans of
Reorganization

The following Projected Pro Forma Balance Sheets as of December 31, 2005
reflect the effects of certain transactions that are projected to occur at the
consummation of the Plans of Reorganization (“the Plans”). For purposes of the
following Projected Pro Forma Balance Sheets, the assumed Effective Date of the -
Plans is December 31, 2005. Other significant assumptions on which the pro forma

adjustments are based are set forth in the notes to the Projected Pro Forma Balance
Sheets.

THE PROJECTED PRO FORMA BALANCE SHEETS SET FORTH IN
THIS SECTION ILLUSTRATE THE EFFECT ON THE DEBTORS’ PROJECTED
BALANCE SHEETS OF THE CONSUMMATION OF THE PLANS. THESE
PROJECTED BALANCE SHEETS, BOTH PRE-PETITION AND POST-
PETITION, HAVE NOT BEEN PREPARED IN CONFORMITY WITH
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN ORDER TO MORE
CLEARLY ILLUSTRATE THE REDUCTION IN THE DEBTORS’ ASSETS AND
LIABILITIES PURSUANT TO THE PLANS AND RESTRUCTURING OF THE
CAPITAL OF THE DEBTORS.

Pursuant to the guidance provided by SOP 90-7, “Financial Reporting by
Entities in Reorganization Under the Bankruptcy Code”, the Debtors will adopt
“fresh start” accounting upon emerging from bankruptcy. Under fresh start
accounting, the reorganization value of the individual entity’s (generally representing
its fair value) is allocated to the individual entity’s assets in conformity with SFAS
141, “Business Combinations”.

For the purpose of preparing the following Projected Pro Forma Balance
Sheets, a reorganization value of [$50] million for Post-Effective ANH has been
assigned-and allocated to the post-bankruptcy assets and liabilities. These estimated
reorganization values, as well as their allocation to the specific assets and liabilities, .
may be significantly different from the final amounts that will be determined upon
the Debtors’ emergence from bankruptcy.
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a)

b)

d)

Notes to Projected Pro Forma Balance Sheets (Unaudited)

The remainder of the NARCO DIP Facility totaling $17.3 million is drawn and .
the outstanding balance of $20.0 million is waived. The $35.0 million GIT DIP
Facility has been waived.

Pre-petition intercompany balances among NARCO and NARCO-Affiliated
Debtors are waived and pre-petition intercompany balances among GIT and GIT-
Affiliated Debtors are waived. The net amount of pre-petition intercompany
balances that NARCO and NARCO-Affiliated Debtors owe GIT and GIT-
Affiliated Debtors of $28.5 million and pre-petition intercompany balances GIT
and GIT-Affiliated Debtors owe non debtors of $17.2 million will be reinstated
upon emergence from bankruptcy. Pre-petition balances among Debtors and
Affiliates are waived, pursuant to the RHI AG Settlement Agreement.

Settlement of estimated Administrative Expense Claims (i.e., professionals,
assumed executory contracts, etc.) of $3.5 million of cash ($0.8 million for
NARCO and $2.7 million for GIT) and estimated Priority Claims of $2.6 million
of cash ($0.8 million for NARCO and $1.8 million for GIT).

Pre-petition unsecured claims of Reorganized NARCO of $21.1 million ($20.3
million liquidated and $0.8 million contingent) are settled for $19.0 million cash.
Pre-petition unsecured claims of GIT of $57.1 million ($35.3 million liquidated
and $21.8 million contingent) are settled for $51.4 million cash.

Obligations to Honeywell of $10.0 million for reimbursement of asbestos claims
and - defense costs of Reorganized NARCO are waived. Estimated asbestos
insurance receivables of $887.4 million and $1,200.8 million of estimated
asbestos claim obligations are transferred to the H-W PI Trust and to the APG PI
Trust. Insurance proceeds of $14.5 million, held by the Debtors, will be
transferred to the APG PI Trust.

The net book value of long-term assets are adjusted in the application of Fresh a

Start Accounting to reflect the [$50] million of equity value. Pension asset
accounts and other comprehensive income accounts previously recorded are
eliminated, and the remaining accrual for pension and OPEB obligations is
restated to the projected under-funded amount. The recording of intangible
assets and the adjustment to carrying value of PP&E are subject to potential
reclassification upon completion of valuation of long-lived assets.



Projected Financial Information

Introduction

As a condition to confirmation of the plans of reorganization, the Bankruptcy Code .

requires, among other things, that the bankruptcy court determines that confirmation
is not likely to be followed by the liquidation or the need for further financial
reorganization of the debtor. In connection with the development of the Plans, and
for purposes of determining whether the Plans satisfy this feasibility standard, the
Debtors' management analyzed the ability of Post-Effective ANH to meet its
obligations under the Plan with sufficient liquidity and capital resources to. conduct
its business. In that connection, management of the Debtors’ developed and
prepared certain projections (the "Projections") of the balance sheets, operating
profits and cash flows for the period from January 1, 2006 through December 31,
2008 (the "Projection Period") of Post-Effective ANH.

THE DEBTORS DO NOT, AS A MATTER OF COURSE, PUBLISH THEIR
BUSINESS PLANS, BUDGETS OR STRATEGIES OR MAKE EXTERNAL

PROJECTIONS OR FORECASTS OF THEIR ANTICIPATED FINANCIAL
. POSITION OR RESULTS OF OPERATIONS. ACCORDINGLY, THE DEBTORS
DO NOT ANTICIPATE THAT THEY WILL, AND DISCLAIM ANY
OBLIGATION TO, FURNISH UPDATED BUSINESS PLANS, BUDGETS OR
PROJECTIONS TO HOLDERS OF CLAIMS OR INTERESTS PRIOR TO THE
EFFECTIVE DATE OR TO STOCKHOLDERS OR CLAIMHOLDERS AFTER
THE EFFECTIVE DATE.

The Projections should be read in conjunction with the assumptions, qualifications
and explanations set forth herein.

General Assumptions ,

The Projections are based upon numerous assumptions with respect to the anticipated
future performance of the consolidated operations of Post-Effective ANH, industry
performance, general business and economic conditions and other matters, most of

which are beyond the control of Post-Effective ANH. In addition, unanticipated

events and circumstances may affect the actual financial results of Post-Effective
ANH. THEREFORE, WHILE THE PROJECTIONS ARE NECESSARILY
PRESENTED WITH NUMERICAL SPECIFICITY, THE ACTUAL RESULTS
ACHIEVED THROUGHOUT THE PROJECTION PERIOD WILL VARY FROM
THE PROJECTED RESULTS. THESE VARIATIONS MAY BE MATERIAL.
ACCORDINGLY, NO REPRESENTATIONS CAN BE MADE OR IS MADE
WITH RESPECT TO THE ACCURACY OF THE PROJECTIONS OR THE
ABILITY OF POST-EFFECTIVE ANH TO ACHIEVE THE PROJECTED
RESULTS AS PRESENTED. See Section X Risk Factors for a discussion of certain
factors that may affect the future financial performance of Post-Effective ANH.
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The Projections have been prepared by management of the Debtors, and while they
believe that the assumptions underlying the Projections for the Projection Period,
when considered on an overall basis, are reasonable in light of current circumstances,
no assurance can be given or is given that the Projections will be realized. The .
Projections were not prepared in accordance with standards for projections
promulgated by the American Institute of Certified Public Accountants or with a
view to compliance with published guidelines of the SEC regarding projections or

forecasts. The Projections have not been audited or compiled by independent

auditors.

Holders of Claims and Interests must make their own determinations as to the
reasonableness of such assumptions and the reliability of the Projections in reaching
their determinations of whether to accept or reject the Plans.

Principal Assumptions
The Projections are based upon forecasts of operating results during the Projection
Period. The following is a listing of the principal assumptions that were used to
develop the Projections.

1) The Projections assume the Effective Date occurs at the end of 2005.

2) It is assumed that as of the Effective Date that PI Trusts are
established, and that all of the NARCO Asbestos Trust Claims will be
channeled to the NARCO Asbestos Trust, all of the APG Asbestos
Trust Claims will be channeled to the APG Asbestos Trust, all of the
H-W Asbestos Claims will be channeled to the DII Asbestos Trust, all
of the APG Silica Claims will be channeled to the APG Silica Trust
and all of the H-W Silica Claims will be channeled to the DII Silica
Trust. It is assumed that the indemnity provisions contained in the
1986 Purchase Agreement are amended in the NARCO/Honeywell
Settlement Agreement by placing a cap on NARCO’s future
obligations to Honeywell under such indemmity for claims for
personal injury based upon the claimant’s alleged exposure to
NARCO’s Discontinued Products. The cap on the indemnity is set at
the greater of $3 million per year or 40% of the Free Cash Flow of
Post Effective ANH upon emergence. Additionally, the projections
assume a cost of $1 million per annum beginning January 1, 2006, as
defense costs and insurance litigation costs related to all potential
NARCO Silica Claims and all potential post-emergence H-W Silica
Claims and APG Silica Claims. Accordingly, restructuring costs
beginning in 2006 include $4 million per annum of Silica Claim
defense costs and indemnification payments.
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The Projections assume the NARCO DIP Facility is fully drawn and
that the repayment obligations of the NARCO and GIT DIP Facilities
are forgiven and security interests are released pursuant to existing
agreements with the Debtors.

The projections assume that RHI AG and its controlled -:aiﬁlﬁliates
waive their Claims against the Debtors, pursuant to the RHI AG
Settlement Agreement.

It is assumed that all pre-petition Intracompany Claims amongst

NARCO and NARCO-Affiliated Debtors. are waived and amongst

GIT and GIT-Affiliated Debtors are waived. All pre-petition
Intercompany Claims that NARCO and NARCO-Affiliated Debtors
owe GIT and GIT-Affiliated Debtors are reinstated.

It is assumed that obligations of Pension Plans, retirement and post
employment benefit plans and collective bargaining agreements will
be assumed and paid in the ordinary course of business. The Debtors
will retain the right to amend, modify or terminate the retiree health
and life insurance plans, in accordance with law and governing
documents, following the Effective Date.

It is assumed that no changes in the U.S. tax laws will occur that will
adversely impact the projected tax positions of Post-Effective ANH.
Additionally, it is assumed that the consolidated tax return of Post-
Effective ANH filed for the first period following emergence from
bankruptey will include all deductions attributable to the contribution
of the common stock of Post-Effective ANH to the PI Trusts.

The Projections of Post-Effective ANH assume that existing product
purchase and sale relationships with RHI AG and its subsidiaries
continue into the future.

The Debtors can establish an adequate line of credit with a lending )

institution that will provide working capital necessary for future
operations.

In addition to the aforementioned assumptions, the Projections are based on
numerous detailed operating and financial assumptions. The Projections assume the
successful implementation of the Debtors' Business Plans. The descriptions below
summarize the operating and financial information that Management believes are
significant and upon which the financial results of Post-Effective ANH will depend
during the Projection Period.
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