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Item 1.01. Entry into a Material Definitive Agreement

AC Products, Inc. ("ACP"), a subsidiary of Quaker Chemical Corporation (the "Company"), entered into a Settlement Agreement and Mutual Release of
All Claims with the Orange County Water District, effective as of October 17, 2007 ("Settlement Agreement"), with respect to the litigation entitled Orange
County Water District v. Northrop Corporation, et al., Orange County Superior Court Action No. 04CC00715. Pursuant to the Settlement Agreement, ACP agreed
to pay $2.0 million in two equal payments of $1.0 million (the first payment being due October 31, 2007 and the second payment being due February 15, 2008).
In addition to the $2.0 million payment, ACP agreed to operate the two existing groundwater treatment systems associated with its extraction wells P-2 and P-3 so
as to hydraulically contain groundwater contamination emanating from ACP's site until such time as the concentrations of perchloroethylene in the groundwater
from the ACP site is at or below the Federal maximum contaminant level of five microgra ms per liter for four consecutive quarterly sampling events. The
Company believes that the range of potential-known liabilities associated with the water remediation program, which includes the operation of extraction wells P-
2 and P-3, is approximately $2.5 million to $4.6 million, for which the Company has sufficient reserves.
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