EXHIBIT 4

. This Seftlement Agreement is smong North American Refractories Company, an
Ohio corporation and debtor in possession (“NARCO”), and Honeywell Intemational Inc., a
Delaware corporation and its Affiliates (“Honeywell”):

WHEREAS, NARCO and certain of its subsidiaries are reorganizing under the
proyisions of Chapter 11 of Tifle 11 of the United States Code (“Bankruptey Code”), in cases
pending in the United States Bankruptcy Court for the Western District of Pennsylvania known
as In re North Ame; Refraciories Com, et al., Jointly Administered at Case No. 02-
20198 {the “Chapter 11 Cases”); ’

WHEREAS, NARCO and Honeywell (f/k/a Allied Chemical Corp.) entered into 2
certain transaction by which NARCO acquired all of the assets of the NARCO division of
Honeywell, as more fully set forth in the Purchase Agreement consummated on January 17, 1986
(“1986 Purchase Agreement”);

WHEREAS, pursuant 1o the 1986 Purchase Agreement, NARCO assumed
substantially all of the liabilities associated with the 'NARCO business, including personal injury
claims arising out of the alleged exposure to NARCO products, except those liabilities
specifically excepted by the 1986 Purchase Agreement;

WHEREAS, with regard to personal injury and product lability claims, the only
category of such claims excepted from NARCO’s assumption were claims arising from
“Discontinued Products;” -which are defined in the 1986 Purchase Agreement as products no
longer manmfactured, distributed or sold by the NARCO business as of the closing date,
including, without limitation, products listed on Exhibit KKX to the 1986 Purchase Agreement,
except to the extent NARCO subsequently manufactured, distributed or sold a product
“substantially similar” to an otherwise “Discontinued Product,” and those cases set forth on
Schedule § to the 1986 Purchase Agreement;

.. WHEREAS, from approximately 1957 to 1980, the NARCO Product Line (as
defined in the Plar) consisted of a limited number of products containing 2 Timited arount of
asbestos;

WHEREAS, the NARCO Product Line, from approximately the mid-1970’s
through approximately 1988, included a limited mumber of products contajning vermiculite
which certain third-parties have alleged may have been contaminated with a small amount of
asbestos;

WHEREAS, by virue of the foregoing, Honeywell and NARCO had been named
prior to the Petition Date as defendans in a mumber of lawsuits tronght by individuals claiming
injury arising out of alleged exposure to NARCO Product Line ashestos containing products;

WHEREAS, Honeywell and NARCO believe that there is an even greater number
of claims, which will make the same allegations;



WHEREAS, it has been snd will be impossible to determine, as between
Honeywell and NARCO, who is responsible for the defense and resolution of each such claim
under the 1986 Purchase Agreement, both betause claimants cannot or do not specifically
identify the NARCO Produet Line product to which they claim exposure and because Honeywell
and NARCO have an en-going dispute -regarding which individual NARCO Product Line
products are “Discontinued Products™ within the meaning of the 1986 Purchase Agreement;

. WHEREAS, the foregoing impossibility effectively means that every asbestos
exposure claim made against Honeywell or NARCO based upon an alleged exposute to A
NARCO Praduct Line produgt is a claim against both Honeywell and NARCO;

'WHEREAS, suiis against Honeywell for asbestos claims based upon an alleged
exposgrg to a NARCO Product Line prodact are inextricably intertwined with suits against

“WHEREAS, the 1986 Purchase Agreement expressly provides that NARCO was
not acquiring any insurance policies of Honeywell relating 1o the NARCO business, nor any
fight of Honeywell to insurance claims or proceeds arising from or related to the operation of the
NARCO business ptior to January 17, 1986;

WHEREAS, NARCO has, nonetheless, asserted its own right or interest in said
insurance;

WHEREAS, on Januaty 3, 2002, Honeywell and NARCO entered into a letter
agreement, herein defined as the “NARCO Letter Agreement;” :

WHEREAS, the Plan of Beorgarization, a3 amended from fime to time (“Plan”),
filed by NARCO on July 31, 2003 provides, inter alia, for the creation of the North American
Refactories Asbestos Trust (“NARCO Asbestos Trust”) in accopdance with the North
‘American Refractories Asbestos Trust Agreement (“NARCO Asbestos Trust Agreement”);

“: WHEREAS, the NARCO Asbestos Trust, as of the Effective Date of the Plan,
will assume the Liabilities of NARCO and its subsidiaries who are also debtors in possession in
the Chapter 11 Cases (collectively, the “Debtors”) and of the NARCO Protected Parfies,
including Honeywell with respect to all asbestos personal injury and indirect asbestos claims
based upon an alleged exposure f0 a NARCO Product Line product;

WHEREAS, putsuant to the Plan, the NARCO Asbestos Trust is to be fimdsd in
part by fhe obligation of Honeywell to make present and future payments to the NARCO
Asbestos Trust pursuzang to the NARCO Asbestos Trust Agreement;

'WHEREAS, pursnant to the Plan, seventy-nine percent (79%) of the capital stock
of Reorganized AMH will be issued and contributed upon the Effective Date of the Plan to the
NARCO Asbestos Trust;

'WHERRAS, pursuant o the Plan, the NARCO Asbestos Trust is to use its assets
and income tp pay valid NARCO. Asbestos Trust Claims;
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~ 'WHEREAS, the Plan provides, inter alia, for the NARCO Channeling Injunction,
pursuant to Section 524(g) of the Bankruptey Code;

WHEREAS, the Plan provides, among other things, for the complete settlement
and satisfaction of all ligbilities and obligations of the Debtors and Honsywell (but solely in .
comection with, arising under, due to or relajed o the NARCO Product Line) with respect to
NARCO Asbestos Trust Claims; . '

‘ 'WHEREAS, the sole and exclusive remedy on account of NARCO Asbestos
Trust Claims against the NARCO Protected Partiss shall be against the NARCO Asbestos Trust,
and no NARCO Asbestos Tiust Claims may be asserted against the Debtors or any NARCO
Protected Party, including Honeywell;

WHEREAS, the Honeywell Trust Contribytion is a substantial contribution to the
NARCO Asbestos Trust and is essential for NARCO’s reorganjzation; and '

"WHEREAS, the NARCO Channeling Injunction, as applied to NARCO Asbestos
Trust CClaims against Honeywell, is essential and necessaryto the Debtors’ rebrganization
‘because, among other reasons, Honeywell wonld not be willing to maks contributions to the
NARCO Asbestos Trust without the protection provided by the NARCO Channeling Injunction
and NARCO and Honeywell would be asserting claims to the same insurance proceeds;

WHEREAS, NARCO is prepared fo forego, as of the Effective Date, any claim it
has asserted to Honeywell's insurance; and, claim

NOW, THEREFORE, intending to be legally bound hereby, for good and
valuable considleration, and in consideration of the mutual promises and covenants contained
herein, NARCO and Honeywell agree to the terms and conditions set forth below:

ARTICLE 1 DEFINITIONS

Al capitalized terms used herein, and not defined in another provision of this Settlement
Agreement, shall have the meanings assigned fo them in the Plan. To the extent not defined
therein, capitalized terms shall have the meanings assigned to them by the Bankruptcy Code. All
such definitions are incorporated by reference hgrein.

This Settlement Agreement shall become effective and each party’s obligations under the
Settlement Agreement shall become binding only upon the Effective Date of a Plan which
contains an injunction under Section 524(g) of the Bankruptey Code in favor of Honeywell that
is safisfactory to Honeywell, in Honeywell’s sole discretion, On the effective date, if any, of this
entire Agreement, the NARCO Letter Agreement shall be-deemed terminated.



ARTICLE 3 HONEYW] ST CONT ON; RELEASE, OF CLA

On the effective date of this entire Agreement and in ponsideration of the NARCO
Channeling Injunction provided by the Plan for the benefit of Honeywell and for the

31. Tmst Contribution. Honeywell shall make contributions to the NARCO Asbestos
Trust in accordance with the NARCO Asbestos Trust Agreement.

32, Release of Claims. Honeywell and its Affiliates waive and release any and all
Claims against the Debtors asserted in any proof. of claim and waive any right to receive-a
distribution upon any of their Claims under the Plan.

ARTICLE 4 OTHER PERSONAL INJURY ACTIONS

41. NARCO and Honeywell and its Affiliates agree that from and after the Effective
Date of the Plan, except as provided in Section 4.2 hereof, with regard fo any and all claims or
demands alleging injury by virtne of allegel expasure o 2 NARCO Produst Line product other
than a NARCO Asbestos Tiust Claim, the terms of the 1986 Purchase Agreement shall continue,
with each party retaining all the rights and obligations regarling such ¢laims as are provided for
by the 1986 Purchase Agreement.

42. NARCO and Honeywell and its Affiliates further agree that, from and after the
Effective Date of the Plan, the indemnity obligation of NARCO and any other Debtor fo
Honeywell and its Affiliates under Section 4.1 for claims for personal injury based upon the
claimant’s alleged exposure to silica from NARCO Product Line produets shall not, on an annual
‘basis in total, exceed the greater of:

(ﬁ) $3 mmiim, or,

(b) forty percent (40%) of Reorganized ANH's Free Cash Flow for the
pregeding fiscal year. For purposes of this subsection, “Free Cash Flow” means, for any
fiscal year, the excess (if any), of EBITDA for such fiscal year minus the sum of,
withont duplication, (4) interest expense and financing fees-paid during such fiscal year;
(b) taxes paid in cash during such fiscal year or by March 31 of the immediately
sucoeeding fiscal year; (c) capital expenditures; (d) scheduled tepayments of the principal
amomnt of indébtedness, to the extent actuslly paid during such fiscal yea; (€)
contributions fo pension plans actually made in cash during such fiscal year in excess of
amounts deducted in determining net income; (f) payments made related fo post
employment benefit plans actually made in cash during such fiscal year in excess of
amounts deducted in determining net income; and (g) payments in respect of capitalized
lease liabilities.

43, For the purposes of determining which of the foregoing Section 4.2 caps apply,
NARCO will supply Honeywell, as soon as reasonably possible after each of its fiscal years,
with: a) Reorganized ANH’s own ealculation of its Free Cash Flow in the immediately preceding
fiscal year; and b) yearly andited financial statements from which Honeywell may evaluate this
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