
Babcock & Wilcox Company
Asbestos Personal Injury Settlement Trust

July 7, 2006

Dear Prospective Claimant or Claimant Counsel,

The Babcock & Wilcox Asbestos Personal Injury Settlement Trust (“the Trust”) has been
established under Chapter 11 of the Bankruptcy Code to resolve all asbestos claims for which the
Babcock & Wilcox Company (“B&W”) has legal responsibility. The Trust is organized to provide
fair, equitable and substantially similar treatment for all personal injury claims that may presently
exist or arise in the future.

The Trust is commencing its operations and will begin receiving and processing claims on
Monday, July 17, 2006. Claim Forms, the Trust Distribution Procedures (TDP) and
associated materials necessary to file a claim with the Trust are included in this package.
Copies of the Claim Form as well as these instructions and other relevant documents also are
available on the Trust’s website (www.bwasbestostrust.com), and may be downloaded at any
time.

This instruction letter is intended to summarize certain of the more salient issues related to filing a
personal injury claim with the Trust. Nothing in this letter is intended to replace or modify the
requirements of the Babcock & Wilcox Asbestos Personal Injury Settlement Trust Distribution
Procedures (“the TDP”). All claimants are encouraged to thoroughly read and understand the
TDP (enclosed) before filing a claim with the Trust.

Types Of Claims That May Be Filed:
Per the instructions in Sections 5.3(a) and 5.3(b) of the TDP, a claimant may elect to submit a
claim for Expedited Review (ER) or Individual Review (IR). The ER process is designed primarily
to provide an expeditious, efficient and inexpensive method for liquidating all categories of PI
Trust claims (except those involving Lung Cancer 2 and all Foreign Claims). It is the intention
that ER claims can be easily verified by the Trust as meeting the presumptive Medical/Exposure
criteria for the relevant disease level and will provide qualifying claimants a fixed and certain
claims payment (see Scheduled Values below). ER thus provides claimants with a substantially
less burdensome process for pursuing PI Trust claims than the IR process described below and in
Section 5.3(b) of the TDP.

Alternatively, a claimant may elect to have a claim undergo the Individual Review process for
purposes of determining (a) whether the liquidated claims value exceeds the Scheduled Value for
Disease Levels IV, V, VII or VIII only or (b) if the claim does not meet presumptive
Medical/Exposure criteria for any of the Disease Levels in TDP Section 5.3, whether such claim is
nonetheless compensable. The IR Process provides the claimant with an opportunity for individual
consideration and evaluation of the medical/exposure information submitted as well as the
liquidated value of the claim. The IR Process is intended to result in payments equal to the full
liquidated value for each claim multiplied by the Payment Percentage; however, the liquidated
value of any PI Trust Claim that undergoes IR may be determined to be less than the claimant
would have received under ER. Because the detailed examination and valuation process related to
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IR requires substantial time and effort, claimants electing to undergo the IR Process may be paid
the liquidated value of their PI Trust claims later than would have been the case had the claimant
elected the ER process.

Order In Which Claims Will Be Considered:
Prior to January 17, 2007 (the Initial Claim Filing Date), Claims deemed to be complete by the
Trust will be ordered for processing based on the earlier of:

i. The date prior to February 22, 2000 (the “Petition Date”) that the claim was either filed
against B&W in the tort system or submitted to B&W pursuant to an administrative
settlement agreement;

ii. The date prior to February 22, 2000 that a claim was filed against another defendant in the
tort system if at the time the claim was subject to a tolling agreement with B&W;

iii. The date after February 22, 2000 but before January 17, 2007 that the claim was filed
against another defendant in the tort system;

iv. The date the claim was filed in the Bankruptcy Court pursuant to the Court’s bar date
order; or

v. The date a ballot was submitted on behalf of the claimant for purposes of voting to accept
or reject the Plan.

Claims will be ordered for payment in the order in which they are evaluated and liquidated.

Claim Values:
Valid ER claims will be paid the following Scheduled Values, multiplied by the Payment
Percentage that is effective at the time of liquidation. Disease Level I claims are not subject to the
Payment Percentage.

Disease Level Scheduled Disease Scheduled Value
VIII Mesothelioma $90,000
VII Lung Cancer 1 $35,000
VI Lung Cancer 2 None
V Other Cancer $18,500
IV Severe Asbestosis $35,000
III Asbestosis/Pleural Disease $10,000

Level III
II Asbestosis/Pleural Disease $5,000

Level II
I Other Asbestos Disease $250

(Cash Discount Payment)

Level VI Claims are claims that do not meet the more stringent medical and/or exposure
requirements of Lung Cancer 1 (Level VII) Claims. There is no Scheduled Value for these Level
VI Claims; rather they must be filed as IR claims and individually evaluated. The estimated
anticipated average of the individual awards for a valid claim in this category is $15,000 (which is
subject to the applicable payment percentage).
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The current payment percentage is 34.0%. At this payment percentage, a Mesothelioma claim
paid at scheduled value will receive $30,600, a Lung Cancer Level I claim or Severe Asbestosis
Disease claim will receive $11,900, an Other Cancer claim will receive $6,290, etc. The payment
percentage is subject to adjustment by the Trustees under the terms of the TDP. Payment will be
made as soon as practicable after receipt and review of the completed Claim Forms and receipt of a
fully executed release.

Criteria For Qualification:
The criteria that a Claim must meet to receive an offer for the Scheduled Value are as follows:

Level VIII: Mesothelioma

1. Diagnosis of mesothelioma; and

2. B&W Exposure prior to December 31, 1982 as defined in Section 5.7(b)(3) of the TDP.

Level VII: Lung Cancer 1

1. Diagnosis of a primary lung cancer plus evidence of an underlying Bilateral Asbestos-
Related Nonmalignant Disease as defined in Footnote 3 of the TDP;

2. Six months of B&W Exposure prior to December 31, 1982;

3. Significant Occupational Exposure to asbestos as defined in Section 5.7(b)(2) of the TDP;
and

4. Supporting medical documentation establishing asbestos exposure as a contributing factor
in causing the lung cancer in question.

Level VI: Lung Cancer 2

1. Diagnosis of a primary lung cancer;

2. B&W Exposure prior to December 31, 1982; and

3. Supporting medical documentation establishing asbestos exposure as a contributing factor
in causing the lung cancer in question.

Lung Cancer 2 (Level VI) claims are claims that do not meet the more stringent medical
and/or exposure requirements of Lung Cancer 1 (Level VII) claims. All claims in this
Disease Level shall be individually evaluated. The estimated likely average of the
individual evaluation awards for this category is $15,000, with such awards capped at
$50,000 unless the claim qualifies for Extraordinary Claim treatment.

Level VI claims that show no evidence of either an underlying Bilateral Asbestos-Related
Non-malignant Disease or Significant Occupational Exposure may be individually
evaluated, although it is not expected that such claims shall be treated as having any
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significant value, especially if the claimant is also a smoker. In any event, no presumption
of validity shall be available for any claims in this category.

Level V: Other Cancer

1. Diagnosis of a primary colorectal, laryngeal, esophageal, pharyngeal, or stomach cancer,
plus evidence of an underlying Bilateral Asbestos-Related Nonmalignant Disease;

2. Six months B&W Exposure prior to December 31, 1982;

3. Significant Occupational Exposure to asbestos; and

4. Supporting medical documentation establishing asbestos exposure as a contributing factor
in causing the other cancer in question.

Level IV: Severe Asbestosis

1. Diagnosis of asbestosis with ILO of 2/1 or greater, or asbestosis determined by
pathological evidence of asbestos, plus (a) TLC less than 65% or (b) FVC less than 65%
and FEV1/FVC ratio greater than 65%;

2. Six months B&W Exposure prior to December 31, 1982;

3. Significant Occupational Exposure to asbestos; and

4. Supporting medical documentation establishing asbestos exposure as a contributing factor
in causing the pulmonary disease in question.

Level III: Asbestosis/Pleural Disease

1. Diagnosis of Bilateral Asbestos-Related Nonmalignant Disease, plus (a) TLC less than
80%, or (b) FVC less than 80% and FEV1/FVC ratio greater than or equal to 65%;

2. Six months B&W Exposure prior to December 31, 1982;

3. Significant Occupational Exposure to asbestos; and

4. Supporting medical documentation establishing asbestos exposure as a contributing factor
in causing the pulmonary disease in question.

Level II: Asbestosis/Pleural Disease

1. Diagnosis of Bilateral Asbestos-Related Nonmalignant Disease;

2. Six months B&W Exposure prior to December 31, 1982; and

3. Five years cumulative occupational exposure to asbestos.
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Level I: Other Asbestos Disease (Cash Discount Payment)

1. Diagnosis of Bilateral Asbestos-Related Nonmalignant Disease or an asbestos -related
malignancy other than mesothelioma; and

2. B&W Exposure prior to December 31, 1982.

Proof Required To Qualify For Payment:
To qualify for payment, a claimant must provide credible medical and exposure evidence and a
submission deemed to be complete by the Trust.

Evidence Required to Establish B&W Exposure:
To qualify for any Disease Category, the claimant must demonstrate meaningful and
credible exposure, which occurred prior to December 31, 1982, to asbestos or asbestos-
containing products (including boilers) supplied, specified, manufactured, installed,
maintained or repaired by B&W and/or any entity for which B&W has legal responsibility.
Working at a site prior to December 31, 1982, in the proximity of a B&W boiler during a
time period in which the Trust has established the presence of a B&W boiler, or in the
proximity of the performance of services by a B&W entity shall constitute presumptive
evidence of exposure. A current list of the approved exposure sites is available on the
Trust’s website (www.bwasbestostrust.com). As additional sites are identified they will be
added to this list. For other sites, the Trust shall consider meaningful and credible
evidence, including an affidavit or sworn statement of the claimant, an affidavit or sworn
statement of a co-worker or the affidavit or sworn statement of a family member in the
case of a deceased claimant, invoices, employment, construction or similar records,
interrogatory answers, a sworn work history, a deposition, or other credible evidence.

Evidence Required to Establish Significant Occupational Exposure (SOE)
Disease levels VII, V, IV, and III require a showing of Significant Occupational Exposure
to asbestos. Significant Occupational Exposure means employment for a cumulative
period of at least five years with a minimum of two years prior to December 31, 1982, in
an industry and an occupation in which the claimant (a) handled raw asbestos fibers on a
regular basis; (b) fabricated asbestos-containing products so that the claimant in the
fabrication process was exposed on a regular basis to raw asbestos fibers; (c) altered,
repaired or otherwise worked with an asbestos-containing product such that the claimant
was exposed on a regular basis to asbestos fibers; or (d) was employed in an industry and
occupation such that the claimant worked on a regular basis in close proximity to workers
engaged in the activities described in (a), (b) and/or (c). A listing of those occupations
where Significant Occupational Exposure to asbestos -related products is presumed is
available on the Trust’s website (www.bwasbestostrust.com).

Medical Evidence Required to Establish an Asbestos-Related Disease:
All diagnoses of a Disease Level shall be accompanied byeither:

i. a statement by the physician providing the diagnosis that at least ten years have
elapsed between the date of first exposure to asbestos or asbestos-containing
products and the diagnosis, or


