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Item 5. Other Matters.

On September 23, 2002, W. R. Grace & Co. ("Grace") filed a motion in its
Chapter 11 bankruptcy proceeding requesting that the Delaware bankruptcy court
authorize Grace to enter into a settlement agreement with the Internal Revenue
Service ("IRS") in connection with deductions of interest on loans secured by
corporate owned life insurance ("COLI") policies. As disclosed in Grace's
periodic reports, the IRS has challenged deductions of interest on loans secured
by COLI policies. The tax years at issue are 1989-1998. Under the terms of the
proposed settlement, the government would allow 20% of the aggregate amount of
the COLI interest deductions and Grace would owe federal income tax and interest
on the remaining 80%. Grace has accrued for the potential tax and interest
liability related to the disallowance of all COLI interest deductions and
continues to accrue interest as part of its quarterly tax provision. The
bankruptcy court motion is filed as an exhibit hereto and is incorporated by
reference herein.
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