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Pursuant to section 1129(a)(7)(A)(i) of the Bankruptcy Codé (the “Best Tnterest Test™),
notwithstanding acceptance of the Plan by each impaired Class, to confirm the Plan the
Bankruptcy Court noust determine that the Plan is in the best interests of each holder of a
Claim of Interest who is 2 member of any impaired Class and who has not voted tb accept the
Plan. Accordingly, if an impaired Class does not wote unanimously to accept the Plan, the
Best Interest Test tequires that the- Bankruptcy Court find that the Plan provides o each
dissenting member of such impaired Class a recovery on account of the Class member’s
Claim or Intcrest that has a value, as of the Effective date, at least eyual to the value of the
distribution that such class member would receive if the Debtors were liquidated nnder
Chapter 7 of the Bankruptcy Code on such date,

The following is an analysis of the results of a hypothetical liguidation of the businesses of

the Debtors nnder Chapter 7 of the Bankruptey Code with the computation of projected net

assets available to the General Unsecured Claims assuming that Asbestos Claims are seftled
from the proceeds.of Asbestos Assets.

A Tiquidation Analysis for comparison of projected recoveries to Creditors of each Plan
follows. A Liquidation Analysis for comparison of recoveries to Creditors of the NARCO

Plan inclndes the assets and obligations of the NARCO entities and the NARCO-Affiliated -

Debters. A Liguidation Analysis for comparison of recoveries #o Creditors GIT Plan iricludes
the assets and obligations of the GIT entities and the GIT— Affiliated Debtors.

The proceeds of the liquidation would consist of (1) proceeds from available insurance
coverage, (2) the proceeds from a sale of the assets of the Debtors and (3) cash-and cash
equivalents, The amonnt of the proceeds from a sale of the Debors' assets would be
significantly reduced as a resuit of the uncertainty that exists as to whether a trustee ina
Chapter 7 conld sell the assets free and clear of claims, particubarly future claims that could
be asserted against the Debtors. In addition, a requirerhent of the establishment of a trust
smder Section 524(g) of the Bankruptcy Code for sefflement of asbestos claims is that 2
majority interest of the securities of a reprganized debtor be contributed fo the trust. If the
Debtors were liquidated, the PI Trusts could not be esteblished. The amount of funds
available to the PI Trust Claims would be significantly reduced if the PI Trusts cannot be
established and planned contributions to the NARCO Asbestos Tmst from Honeywell is not
made, Proceeds from available insurance coverage on asbestos and silica claims would be



devoted to asbestos and silica damages. Asbestos and silica damages in excess of available
insurance coverage would be difficult to estimate and wonld only further dilute other holders
of unsecured claims of the Debtors.

To estimate the Tikely returns to holders of General Unsecured Claims in a Chapter 7
liguidation, the Debtors determined the amount of liquidation proceeds that would be
available for distribution and the allogation of such proceeds among the Classes of business
claims based on their relative priotity. In condncting this analysis, the Debtors were assisted
by Kroll Zolfo Cooper LLC, their restructuring advisor in this matter. THE LIQUIDATION
VALUES HAVE BEEN PREPARED SOLELY FOR USE IN THIS DISCLOSURE
STATEMENT AND DO NOT REPRESENT VALUES THAT ARE APPROPRIATE FOR .
ANALYSIS I8 INTENDED TO BE OR CONSTITUTES A CONCESSION BY OR
ADMISSION-OF ANY DEBTOR FOR ANY PURPOSE. As further described below, to.
estimate the liquidation proceeds, the Debtors assumed a fifteen month wind-down period in .
which the business assets are sold in a straight liquidation. ‘TheDibtors also assamed, for
purposes of this liquidation analysis; that any Asbestos and'Silica Claitns would be settled -

from their applicable asbestos and silica insutance assets. Liguidation proceeds withrespect - -

to any Business Claim depend on (i) its status as secured, prionty unsécured, or non-prionﬁy -
unsecuredand(il) its relative subordination, oo S

Tn general, hqu‘:daton proceeds would be allocated in the following prierity (i) first, to the

- Claims of secured creditors to the extent of the value of their collateral; (if) second, to the
costs, fees and expenses of the liquidation, as well as other administrative expenses of the
Debtors’ Chapter 7 case, including tax Gabilities; (jif) third, to the nunpaid Administrative
Claims of the Chapter 11 case; (iv) fourth, to Priority Claims such as Tax Claims and other
Claims entitled to priority in payment under the Bankeupicy Code (v) fifth, to General
Unsecured Claims; (vi) sixth, if any remaining, to Equity Interests. The Debtors’ liquidation
costs in Chapter 7 would include the compensation of a bankruptcy trustee, as well as
compensation of counsel and of other professionals retained by such trustes, asset disposition
expenses, applicable taxes, litigation costs, Claims arising from the operation of the Debtors
during the pendancy of the Chapter 7 case and all unpaid Administrative Claims incurred by
the Debtors during the-Chapter 11 case that are Allowed in the Chapter 7 case. The

quidation itself would trigger certain Priority Claims, snch as Claims for severance pay.



As set forth in the schedule below, the Debtors’ Management estimates that the gross
business liquidation proceeds of each Debtor, based on the priorities outlined above, would
be significantly less than those under the Plan.

The following Chapter 7 business liquidation analysis is provided solely to disouss the effects

of a hypothetical Chapter 7 liguidation of the Businesses of the Debtors. This liquidation
analysis is based on numerons estimates and assumptions that, although developed and
considered reasonable by the Debtors’ Management and its financial advisors, are inherently
subjest to significant economic and competitive uncertainties and confingencies beyond the
control of the Debtors, This liquidation analysis is also based upon assumptions with regard
to liquidation decisions that ave subject fo change. ACCORDINGLY, THERE CAN BENO
ASSURANCE THAT THE VALUES REFLECTED IN THIS LIQUIDATION ANALYSIS .
WOULD BE REALIZED IF THE DEBTORS WERE IN FACT, TO UNDERGO SUCH
LIQUIDATION, AND ACTUAL RESULTS COULD VARY MATERIALLY FROM

. ‘The seenario presented assumes.certain functions of the operations will cease immediately,: .-
. the plants will continue o operate for at least three months to process work-in-process and.
raw material inventories on hand or continue to operate until they can be sold, and necessaty.
resources are retained to accomplish an orderly liquidation of assets over fificen menths.. -
Additionally, certain management and administrative services will be contracted as necessary
to complete claims reconciliation and payment. This may include a third party liquidator,

. appraisers, real estate agents, counsel and other professional services.

In addition to the General and Principal Assumptions that are set forth on the following
pages, there are significant areas of uncertainty that exist with respect to this liquidation

a. The liquidation analysis assumes that the liquidation of the Debtors® Estates
would commence on Janpary 1, 2006, and would be substantially complete
within a fifteen month period. The Debtors® assets would not be shut down
jmmediately, but instead would be shut down in a safe and reasonable manner.
The wind-down costs during the fifteen month Kquidation period have been
estimated by the Debtors® Management and any deviation from this fime



frame could have a material impact on the wind-down costs, Administrative
Claims, progeeds from asset sales, and the niltimate recovery to the creditors of
the Debtors® Estates.

b. If the implementation of the lignidation plans were {o be delayed, there is a
possibility that the Debtors wonld sustain significant operating losses during
the delayperiod, thus adversely impacting the net liquidation value of the

c. In'any liqnidation there is a general risk of unanficipated events, which could
‘have a significant impact on the projected cash receipts and disbursements.
“These events include changes in the general economic condition, changes in
raw materials costs, changes in customer preferences, obsolescence, changes
in the market valug'of the Debtors’ assets, availability of skilled labor to
execnte the wind down and problems with current and former employees.

d. Dueto general uncertainties with respect to the outcome of contingent claim
matters, the actual value of such Contingent Claims remains uncertain.
Accordingly, the estimated recovery percentages could be impacted by the
outcome of such contingent claim matters. - :

Tn addition to the specific assumptions described in the footnotes to the table below, the
following general assumptions were used in formulating the liquidation analysis.

I.  GENERAL ASSUMPTIONS

a. Substantive Consolidation— For purppses of both the Plan and the
hypothetical Chapter 7 liquidation analysis, it is assumed that the NARCO
entities are combined into.a single entity and treated a3 4 substantively
consclidated entity and that the GIT entities are combined into a single entity
as treated as a substantively consolidated entity.

b. Nature and Timing of the Liquidation Process — Under section 704 of the
Bankruptcy Code, a Chapter 7 trustes must, among other duties, collect.and
convert the property of the debtor’s estate to cash and closg the estate as
expeditionsly as is compatible with the best interests of the parties in interest.
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Solely for purposes of preparing this liquidation andlysis, it is assumed that
the Debtors would voluntarily convert the pending Chapter 11 caseto a
Chapter 7 liquidation on January 1, 2006. The Debtors® assets are assumed 0
be sold during the following fifteen month period. There can be no assurance
that the actual sale period would not be longer than assumed. It is likely that
iF the sale period was extended, sales proceeds would be significantly

. Estimated Liquidation Proceeds W have assumed that several of the more
profitable plants could be sold as a business, but other, less productive -
facilities and equipment wonld be sold through anctions of individual items, to
the highest bidder. All machinery and equipment are assumed to besold in
auctions to the highest bidder. The following fist identifies factors considered
in estimating the proceeds that might be received from the liquidation sales.

o The projected profitability of individual plants, identifying those plants
that could generate more liguidation proceeds through the auction of a
complete operating plant, rather than the auction of mdlvidnal assets at the
plant. . c e : .

» The historical cost of assets.

» Asset location.

o Projected environmental reclamation costs of the plants to be liquidated.

o Recently transacted sales of industrial real estate, mamufacturing facility
and equipment.

o Managements’ experience and expertise with manufacturing facility and
equipment purchase and sales transactions.

» Anglysis.of liabilities and obligations relating to particular assets.

o Current industry trends and available liquidity of the markets served by
the Debtors.



o A “distress sale value.” A distress sale value differs from the price at
which assets wonld be sold to a-willing buyer by a willing seller, assnming
neither is under any compulsion to buy or sell, and assuming both are
informed of the relevant facts,

Certain Tax Matters - Management believes that it is unlikely that any taxable
gains wonld be triggered through a liqnidation of the Débtors’ assets,

~ However, if for some reason there were o be a taxable gain from the
liquidation of the Debtors’ assets, and realized gains would be reduced 1o zero
by the Debtors® net operating loss carry forward.

Additipnal Liabilities and Reserves — The Debtors believe that in addition to
the expenses that wenld be incurred in a Chapter 11 reorganization, there
‘wonld be cértain actual and contingent liabilities and expenses for which
provision wonld be required in a Chapter 7 liquidation before distributions
could be made to creditors, including: {a) Administrative Claims including
damages from rejected post petition contracts, the fees of a trustee and of
counsel and other professionals (including financial advisors and
accountants), retention bonuses paid to employees required to effecthate the
‘wind-down process and other liabilities (including refirement, vacation pay
and other employee related administrative costs and liabilities) that would be
funded from continning operation if the Debtors were reorganized as a going
concern; (b) damage claims as a result of contract rejections in a liquidations;
(c) environmental clean-up obligations that result from plant closures; (d)
claims arising from the termination of pension plans, other employee benefit
programs and collective bargaining agreements; and (€) certain administrative
costs. The Assumptions used in developing this Liquidation Analysis are
inherently subject to significant uncertainties and contingencies, many of
which wonld be beyond the conirol of the Debters or a Chapter 7 trustee.
Accordingly, there can be no assurances that the values assumed and the time
elapsed in the Liguidation Analysis wonld be realized if the Debtors-were
actually liquidated. In addition, any hquidation would take place in the future,
at which time circumstances may exist which cannot presently be predicted,

. Distributions: Absolute Priority — Under a Chapter 7 liquidation, all secured
claims are required to be satisfied from the proceeds of the collateral securing
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