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SETTLEMENT AGREEMENT

Thi s Set t l ement Agr eement i s made and ent er ed i nt o t hi s 12t h

day of Januar y, 1995, by and bet ween Pl ai nt i f f s and Def endant s,

as i dent i f i ed i n At t achment A, i n I n r e I nsur ance Ant i t r ust

Li t i gat i on , MDL ' No . 767 .

	

The par t i es have agr eed t o * t hi s

compr omi se and set t l ement bef or e t r i al or adj udi cat i on of any

i ssues of f act and l aw t o avoi d t he cont i nui ng expense,

uncer t ai nt y and i nconveni ence r epr esent ed by t hi s l i t i gat i on .

Nei t her t hi s Set t l ement Agr eement nor any act s t aken, i n

f ur t her ance of i t . const i t ut e an admi ssi on . of any al l eged f act ,

f aul t , l i abi l i t y or wr ongdoi ng .

1 .

	

Unl ess a cont r ar y def i ni t i on i s pr ovi ded el sewher e i n

t hi s Set t l ement Agr eement , any wor ds and phr ases used i n t hi s

Agr eement t hat ar e def i ned i n t he Compl ai nt f i l ed her ei n by t he

St at e of Cal i f or ni a shal l have t he meani ngs set f or t h i n such

Compl ai nt .

2 .

	

The Par t i es agr ee t o use t hei r best ef f or t s t o secur e

t he or der s, appr oval s and ot her act i ons cont empl at ed i n t hi s

Set t l ement Agr eement i ncl udi ng pr el i mi nar y and f i nal appr oval and

set t l ement cl ass cer t i f i cat i on .

3 .

	

I n accor dance wi t h t he t er ms of t he l et t er agr eement of

Oct ober 5, 1994, among Raoul Kennedy, . Esqui r e, Thomas Gr eene,

Seni or Assi st ant At t or ney Gener al , ' - and Gui do Saver i , Esqui r e, as

amended by t he l et t er agr eement of Oct ober 6, 1994, bet ween

Luanne Sacks, Esqui r e, and Laur el Pr i ce, Deput y At t or ney Gener al ,

and t he l et t er agr eement of May 27, 1994, bet ween Lawr ence W.
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Pol l ack, Esqui r e and Thomas Gr eene, Seni or Assi st ant At t or ney

Gener al ; sums t ot al l i ng t hi r t y si x mi l l i on dol l ar s

( $36, 000, 000 . 00) ar e t o be pai d t o an escr ow agent agr eeabl e t o

def endant s and counsel f or t he St at e of Cal i f or ni a on behal f of

al l Pl ai nt i f f s t o be hel d i n escr ow pendi ng t he f i nal appr oval by

t he Cour t of t hi s Set t l ement Agr eement . I nt er est act ual l y ear ned

af t er Oct ober 17, 1994, ( af t er November 1, 1994 f or amount s pai d

by RAA) on sums maki ng up t he pr i nci pal amount of t he set t l ement

deposi t ed i n a Ci t i bank escr ow account est abl i shed by Def endant s,

l ess any char ges by Ci t i bank f or mai nt ai ni ng t he pr i nci pal amount

of t he . set t l ement and acct i mul at ed i nt er est af t er Oct ober 17,

1994, shal l al so be pai d t o such escr ow agent agr eeabl e t o

Def endant s and counsel f or t he St at e of Cal i f or ni a on behal f of

al l Pl ai nt i f f s . The escr ow agr eement est abl i shi ng t he escr ow

account i s at t ached as At t achment B and i s made a par t of t hi s

Agr eement . Subj ect t o Cour t appr oval , . t he escr owed f unds shal l

be al l ocat ed i n t he f ol l owi ng manner :

a .

	

Twent y one mi l l i on dol l ar s ( $21, 000, 000 . 00) shal l

be di st r i but ed t o and used by Pl ai nt i f f s' Counsel f or t he

devel opment and i mpl ement at i on of a Publ i c Ent i t y Ri sk

I nst i t ut e t hat i s mor e f ul l y descr i bed i n At t achment C;

b .

	

Fi ve mi l l i on t wo hundr ed t housand dol l ar s

( $5, 200, 000 . 00) shal l . be di st r i but ed t o and used by t he .

Pl ai nt i f f St at es' Counsel f or t he devel opment and

i mpl ement at i on of a r i sk dat a base pl an t hat i s mor e f ul l y

descr i bed i n At t achment D;

c .

	

Si x mi l l i on f i ve hundr ed t housand dol l ar s

Set t l ement Agr eement
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( $6, 500, 000 . 00) pl us sevent y per cent ' ( 70%) of al l i nt er est

ear ned on t hi r t y mi l l i on dol l ar s ( $30, 000 . 000 . 00) of t he

escr ow f und shal l be di st r i but ed t o counsel f or Pl ai nt i f f

St at es, as i dent i f i ed i n At t achment A, on account of cost s

and at t or neys f ees ;

d .

	

Two mi l l i on f i ve hundr ed t housand dol l ar s

( $2, 500, 000 . 00) pl us t hi r t y per cent ( 30%) of al l i nt er est

ear ned on t hi r t y mi l l i on dol l ar s ( $30, 000 . 000 . 00) of t he

escr ow f und shal l be di st r i but ed t o counsel f or t he Pr i vat e

Pl ai nt i f f s, as i dent i f i ed i n At t achment A, on account of

cost s and at t or neys f ees ;

e .

	

Ei ght hundr ed t housand dol l ar s ( $800, 000 . 00) pl us

al l of t he i nt er est ear ned on si x mi l l i on dol l ar s

( $6, 000 . 000 . 00) of t he escr ow f und shal l be pai d t o counsel

f or Pl ai nt i f f St at es, as i dent i f i ed i n At t achment A, on

account of cost s and at t or neys f ees . Subj ect t o Cour t

appr oval , t he di st r i but i on among Pl ai nt i f f St at es of cost s

and f ees r ef er r ed t o i n subpar agr aphs c . and e . of t hi s

par agr aph shal l be gover ned by t he t er ms and condi t i ons of

At t achment H.

f .

	

Def endant s her eby gi ve Pl ai nt i f f s a pr opr i et ar y

i nt er est i n any wor k concer ni ng t he Publ i c Ent i t y Ri sk

I nst i t ut e or t he r i sk dat a base pl an, r ef er r ed t o i n

subpar agr aphs a . and b . . of t hi s par agr aph, devel oped i n par t

by Def endant s and/ or Def endant s' consul t ant s .

4 .

	

The Par t i es st i pul at e and agr ee f or set t l ement pur poses

t o cer t i f i cat i on of t he f ol l owi ng cl asses pur suant t o Fed .

Set t l ement Agr eement
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R . Ci v . P . 23 ( b) ( 2) and ( b) ( 3)

composed of al l per sons or ent i t i es t hat pur chased or

at t empt ed t o pur chase commer ci al gener al l i abi l i t y

i nsur ance, commer ci al gener al l i abi l i t y excess and umbr el l a

i nsur ance, envi r onment al i mpai r ment l i abi l i t y i nsur ance or

package pol i ci es i ncl udi ng any of t hese cover ages f r om any

def endant or ot her i nsur er or r ei nsur er f or Uni t ed St at es-

si t ed r i sks f r om Januar y 1, 1984, t hr ough December 31, 1991 .

Thi s cl ass shal l i ncl ude al l gover nment al ent i t i es i n and of

non- pl ai nt i f f St at es and shal l excl ude al l gover nment al

ent i t i es i ncl uded i n t he Pl ai nt i f f St at es Set t l ement Cl ass .

b .

	

The Pl ai nt i f f St at es Set t l ement Cl ass shal l be

composed of al l gover nment al ent i t i es i n and of each of t he

Pl ai nt i f f St at es t hat pur chased or at t empt ed t o pur chase

commer ci al gener al l i abi l i t y i nsur ance, commer ci al gener al

l i abi l i t y excess and umbr el l a i nsur ance, envi r onment al

i mpai r ment l i abi l i t y i nsur ance or package pol i ci es i ncl udi ng

any of t hese cover ages f r om any def endant or ot her i nsur er

or r ei nsur er f or Uni t ed St at es- si t ed r i sks f r om Januar y 1,

1984, t hr ough December 31, 1991 .

5 .

	

Subj ect t o Cour t appr oval , t he Par t i es shal l pr ovi de

not i ce,

t o each member of t he Pr i vat e Pl ai nt i f f s Set t l ement Cl ass

i dent i f i ed as a pur chaser f r om named Def endant s by t he Def endant s

f r om t hei r r ecor ds and t o each member of t he Pl ai nt i f f St at es

Set t l ement Cl ass i dent i f i ed by Pl ai nt i f f St at es f r om t hei r

a .

	

The Pr i vat e Pl ai nt i f f s Set t l ement Cl ass shal l be

t he f or m at t ached as At t achment E, by f i r st cl ass mai l

Set t l ement Agr eement
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r ecor ds . I n addi t i on, subj ect t o Cour t appr oval , not i ce by

publ i cat i on i n t he f or m of At t achment E shal l be gi ven t o al l

member s of t he Pr i vat e Pl ai nt i f f s Set t l ement Cl ass and t he

Pl ai nt i f f St at es Set t l ement Cl ass by publ i cat i on at Def endant s'

expense, i n t he medi a and i n accor d wi t h t he schedul e st at ed i n

At t achment F .

a .

	

I t shal l be t he obl i gat i on of Def endant s, at t hei r

own expense, t o i dent i f y each pr ospect i ve member of t he

Pr i vat e Pl ai nt i f f s Set t l ement Cl ass t hat can be- i dent i f i ed -

wi t h r easonabl e ef f or t and t he Par t i es shal l pr epar e and

submi t f or t he Cour t ' s appr oval t he pl an and met hod by whi ch

Par t i es pr opose t hat - mai l ed and publ i cat i on not i ce shal l be

pr ovi ded t o such Cl ass .

b .

	

The cost of pr ovi di ng not i ce t o t he Pr i vat e

Pl ai nt i f f s Set t l ement Cl ass shal l , wi t hout r ecour se, be

separ at el y pai d f or by t he Def endant s .

c .

	

I t shal l be t he obl i gat i on of Pl ai nt i f f St at es, at

t hei r own expense, t o i dent i f y each pr ospect i ve member of

t he Pl ai nt i f f St at es Set t l ement Cl ass t hat can be i dent i f i ed

wi t h r easonabl e ef f or t and t he Par t i es shal l pr epar e and

submi t f or t he Cour t ' s appr oval t he pl an and met hod by whi ch

Par t i es pr opose t hat mai l ed not i ce . shal l be pr ovi ded t o t he

Pl ai nt i f f St at es Set t l ement Cl ass .

d .

	

The cost of pr ovi di ng not i ce t o t he` Pl ai nt i f f

St at es Set t l ement Cl ass shal l be pai d f or out of t he por t i on

of t he escr ow f unds t hat ar e al l ocat ed f or t he payment of

cost s and at t or neys f ees of Pl ai nt i f f St at es

Set t l ement Agr eement set - agr . f n3
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6 .

	

Wi t hi n t hi r t y ( 30- ) days af t er t he deadl i ne set by t he

Cour t f or cl ass member s t o excl ude t hemsel ves f r om t he set t l ement

cl asses, t he Def endant s shal l have t he r i ght , act i ng i n good

f ai t h, t o t er mi nat e t hi s Set t l ement Agr eement , i f af t er

r easonabl e i nqui r y a maj or i t y of t he Def endant s have concl uded

t hat t he number or cl ai ms of cl ass member s t hat have excl uded

t hemsel ves f r om t hi s set t l ement ar e a subst ant i al and excessi ve

por t i on of t he r el eased cl ai ms .

Set t l ement Agr eement

a .

	

~f Def endant s exer ci se t hei r opt i on t o t er mi nat e

t hi s Set t l ement Agr eement , t hey shal l not i f y counsel f or

each Pl ai nt i f f vi a over ni ght mai l and f i l e a copy of t hei r

el ect i on t o t er mi nat e wi t h t he Cour t al ong wi t h pr oof of

ser vi ce i n accor dance wi t h t he Rul es of Cour t and t hi s

Set t l ement Agr eement .

b .

	

I f Def endant s exer ci se t hei r opt i on t o t er mi nat e

t hi s Set t l ement Agr eement or i f t he Cour t di sappr oves t hi s

Set t l ement Agr eement or any mat er i al pr ovi si on of i t ,

i ncl udi ng t he pr ovi si ons deal i ng wi t h t he amount of

Def endant s , payment s, t he obl i gat i on t o pr ovi de not i ce t o

t he set t l ement cl ass member s, or t he scope of t he r el ease,

t hi s Set t l ement Agr eement shal l become nul l and voi d and al l

moni es pai d i nt o t he escr ow account pl us any i nt er est

accr ued t her eon, l ess t he cost s of not i ce t o t he Pl ai nt i f f

St at es Set t l ement Cl ass, shal l be r et ur ned t o Def endant s

si xt y ( 60) days af t er t he dat e of Def endant s' t er mi nat i on or

Cour t di sappr oval .

7 .

	

I f t he Cour t di sappr oves t hi s Set t l ement Agr eement , or
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any mat er i al pr ovi si on of i t , t he Par t i es wi l l negot i at e i n good

f ai t h t o amend t hi s Set t l ement ' Agr eement t o obt ai n t he Cour t ' s

appr oval .

8 .

	

The t er ms of t hi s Set t l ement Agr eement shal l be bi ndi ng

on, and shal l i nur e t o t he benef i t of , t he Par t i es, t hei r

successor s, and al l cl ass member s who have not t i mel y excl uded

t hei r cl ai ms f r om t hi s set t l ement .

9 .

	

I n consi der at i on of t hi s Set t l ement Agr eement , and

ef f ect i ve upon t he Fi nal Judgment becomi ng f i nal pur suant t o

Par agr aph 13 of t hi s Set t l ement Agr eement , Pl ai nt i f f s and each

cl ass member t hat has not t i mel y excl uded i t s cl ai ms f r om t hi s

set t l ement shal l have r el eased, compr omi sed and di schar ged each

cl ai m or cause of act i on such Pl ai nt i f f or cl ass member possessed

at any t i me pr i or t o and i ncl udi ng t he dat e of t hi s Set t l ement

Agr eement agai nst any of Def endant s, and t hei r pr esent and f or mer

par ent s, subsi di ar i es, af f i l i at es, of f i cer s, di r ect or s, empl oyees

and agent s, t hat was or coul d have been al l eged i n t he Compl ai nt s

of t he Pl ai nt i f f s t hat ( i ) ar i ses out of , or ( i i ) i s i n

f ur t her ance of , or ( i i i ) i s r el at ed t o any of t he f act s, mat t er s

or conspi r aci es al l eged i n such compl ai nt s r el at i ng t o t he

pur chase or at t empt ed pur chase of commer ci al gener al l i abi l i t y

i nsur ance, commer ci al gener al l i abi l i t y excess and umbr el l a

i nsur ance, envi r onment al i mpai r ment l i abi l i t y i nsur ance,

commer ci al pr oper t y i nsur ance ; or package pol i ci es i ncl udi ng any

of t hese cover ages . Thi s Set t l ement Agr eement i s not i nt ended t o

and does not af f ect any r i ght s t hat may be hel d by Pl ai nt i f f s or

cl ass member s under pol i ci es of i nsur ance act ual l y pur chased by

Set t l ement Agr eement
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t hem.

	

I n addi t i on :

a . .

	

t o t he ext ent of t hei r par t i ci pat i on i n any of t he

conduct of t he RAA cover ed by t hi s Par agr aph 9, cl ai ms

t he compl ai nt s i n t hese l i t i gat i ons shal l be si mi l ar l y

agai nst each member of RAA t hat i s not a Def endant i n any of

r el eased, but such r el ease shal l not ext end t o t he par ent s,

subsi di ar i es and af f i l i at es of t hose non- Def endant , RAA

member s t hat wer e not RAA member s on t he dat e of t hi s

Set t l ement Agr eement .

b .

	

t o t he ext ent of t hei r par t i ci pat i on i n any of t he

conduct of t he Ll oyd' s of London Def endant s cover ed by t hi s

Par agr aph 9, cl ai ms agai nst each member of Ll oyd' s of London

t hat i s not a def endant i n any of t he compl ai nt s i n t hese

l i t i gat i ons shal l be si mi l ar l y r el eased .

10 . Def endant s agr ee t o wai ve any and al l cl ai ms whi ch t hey

mi ght br i ng agai nst Pl ai nt i f f s or t hei r agent s, ar i si ng f r om t he

pr osecut i on or set t l ement of t hei r f eder al and st at e ant i t r ust

cl ai ms al l eged i n t hei r Compl ai nt s as amended .

i i . Pl ai nt i f f s and cl ass member s expr essl y r eser ve t he

r i ght t o pr oceed agai nst or sue any per son or ent i t y not r el eased

i n t hi s Set t l ement Agr eement f or any cl ai m or cause of act i on

what soever , i ncl udi ng, wi t hout l i mi t at i on, cl ai ms or causes of

act i on ar i si ng f r om t he act i ons of any per son r el eased by . t hi s

Set t l ement Agr eement . Fur t her , Pl ai nt i f f s and cl ass member s .

expr essl y r eser ve t he r i ght t o pr oceed agai nst or sue any per son

r el eased by t hi s Set t l ement Agr eement f or al l cl ai ms or causes of

act i on not r el eased by t hi s Set t l ement Agr eement .

Set t l ement Agr eement

	

- 8 -

	

set - agr . f n3



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

12 . Pl ai nt i f f s and each member of t he r espect i ve Set t l ement

Cl asses t hat has not t i mel y excl uded i t s cl ai m f r om t hi s

set t l ement f ul l y under st and t hat i f any f act r el at i ng t o any

mat t er cover ed by t hi s Set t l ement Agr eement i s f ound her eaf t er t o

be ot her t han or di f f er ent f r om t he f act now bel i eved by such

Pl ai nt i f f s or cl ass member s t o be t r ue, such Pl ai nt i f f s and cl ass

member s expr essl y accept and assume t he r i sk of such possi bl e

di f f er ences, i n f act and agr ee t hat , t hi s Agr eement shal l

never t hel ess r emai n i n ef f ect and her eby expr essl y wai ve al l t he

r i ght s and benef i t s of Sect i on 1542 of t he Cal i f or ni a Ci vi l Code,

whi ch r eads as f ol l ows :

" A gener al r el ease does not ext end t o cl ai ms whi ch

t he cr edi t or does not know or suspect t o exi st i n hi s

f avor at t he t i me of execut i ng t he r el ease, whi ch i f

known by hi m must have mat er i al l y af f ect ed hi s

set t l ement wi t h t he debt or . "

13 . The Par t i es consent t o t he ent r y of a Fi nal Judgment on

Consent i n t he f or m at t ached as At t achment G. The Fi nal Judgment

shal l become f i nal af t er expi r at i on of t he t i me f or appeal or , i f

appeal ed, af t er af f i r mance by t he cour t of l ast r esor t t o whi ch

such an appeal has been t aken and expi r at i on of t he t i me f or

appeal . I n det er mi ni ng t he t i me f or appeal , or r evi ew, t he

pr ovi si ons of Fed . R. Ci v . P . 60, and t he Al l Wr i t s Act , 28 U. S . C

§ 165. 1, shal l not appl y .

	

Such Fi nal Judgment . on Consent shal l ,

i n accor dance wi t h t he pr ovi si ons of Fed . R. Ci v . P . 65( d) , be

bi ndi ng upon Def endant s and t hei r of f i cer s, agent s, ser vant s,

empl oyees, and at t or neys, and upon t hose, per sons i n act i ve

Set t l ement Agr eement
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concer t or par t i ci pat i on wi t h t hem who r ecei ve act ual not i ce of

t he Fi nal Judgment on Consent by per sonal ser vi ce or ot her wi se .

Such Fi nal Judgment on Consent shal l , i nt er al i a , i ncl ude t he

f ol l owi ng pr ovi si ons :

a .

	

For a per i od of 5 year s, no empl oyee of Def endant

Rei nsur ance Associ at i on of Amer i ca ( " RAA" ) or ot her per son

act i ng i n a r epr esent at i ve capaci t y f or RAA shal l at t end or

ot her wi se par t i ci pat e i n any meet i ng of t he I SO Boar d of

Di r ect or s, or any I SO commi t t ee wi t h i nsur er member s, I SO

i ndust r y l i ai son panel , or I SO i nsur er advi sor y panel i n

whi ch mat t er s r el at i ng t o t he devel opment of i nsur ance f or ms

f or commer ci al gener al l i abi l i t y i nsur ance ar e consi der ed .

Thi s pr ovi si on shal l not pr ohi bi t t he RAA f r om ot her wi se

comment i ng upon pr oposed commer ci al gener al l i abi l i t y pol i cy

f or ms . Not hi ng her ei n shal l pr ohi bi t any i ndi vi dual member

of RAA f r om pr ovi di ng I SO wi t h i t s uni l at er al vi ews

r egar di ng commer ci al gener al l i abi l i t y pol i cy f or ms .

b .

	

For a per i od of 5 year s, Def endant s Aet na,

Har t f or d, CI GNA, I . N. A . , Al l st at e and Gener al Re shal l not

exer ci se deci si on- maki ng aut hor i t y i n I SO wi t h r espect t o

gener al l i abi l i t y i nsur ance f or ms t hat ar e f i l ed or t o be

f i l ed i n t he Uni t ed St at es . Thi s pr ovi si on shal l not

pr ohi bi t a r epr esent at i ve of . Aet na . , Har t f or d, CI GNA, I . N . A . ,

'

	

Al l st at e and Gener al Re f r om expr essi ng t he i ndi vi dual vi ews

of t hat Def endant , pr oposi ng or comment i ng upon pr oposed

pol i cy f or m mat t er s, or par t i ci pat i ng i n any I SO commi t t ee

havi ng i nsur er member s or t he I SO Boar d of Di r ect or s .
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c .

	

For a - per i od of 5 year s, t he ot her r ei nsur er

	

.

Domest i c Def endant s shal l not at t end or ot her wi se

par t i ci pat e i n any .meet i ng of t he I SO Boar d of Di r ect or s or

any I SO commi t t ee havi ng i nsur er member s i n whi ch t he

cont ent of i nsur ance f or ms f or , gener al l i abi l i t y i nsur ance,

act ual or pr ospect i ve, t o be devel oped or suppor t ed by I SO

i s consi der ed . Not hi ng her ei n shal l , however , pr ohi bi t a

r epr esent at i ve of one of t hese r ei nsur er Domest i c Def endant s

f r om expr essi ng t he i ndi vi dual vi ew of t hat Def endant `

r egar di ng such f or ms or f r om at t endi ng or ot her wi se

par t i ci pat i ng i n any such meet i ng as a r epr esent at i ve of

anot her ent i t y .

d .

	

Each of t he Domest i c Def endant s shal l pr ovi de

not i ce of t he t er ms of t he Fi nal Judgment on Consent

appl i cabl e t o i t t o i t s r el evant empl oyees .

e .

	

For a per i od of 5 year s, no For ei gn Rei nsur er

Def endant shal l agr ee ( i ) wi t h any ot her r ei nsur er t o r ef use

t o pr ovi de r ei nsur ance f or commer ci al gener al l i abi l i t y

i nsur ance of Uni t ed St at es- si t ed pol l ut i on r i sks ; or ( i i )

wi t h any ot her r et r ocessi onal r ei nsur er t o r ef use t o pr ovi de

r et r ocessi onal r ei nsur ance t o any r ei nsur er pr ovi di ng

r ei nsur ance of pr i mar y commer ci al gener al l i abi l i t y or

pr oper t y i nsur ance of uni t ed St at es- si t ed pol l ut i on r i sks

wher e, i n ei t her event ; t he pur pose of such agr eement i s t o

coer ce pr i mar y i nsur er s t o r est r i ct or l i mi t t he scope of

commer ci al gener al l i abi l i t y or pr oper t y i nsur ance cover age

of Uni t ed St at es- si t ed pol l ut i on r i sks on a basi s ot her t han
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r

wi t h r espect t o a speci f i c t r ansact i on or r i sk .

Not wi t hst andi ng t he i mmedi at el y pr ecedi ng sent ence, i t shal l

not be a vi ol at i on of t hi s subpar agr aph f or any For ei gn

Rei nsur er Def endant , i n t he cour se of cust omar y London

mar ket pr ocedur es f or t he under wr i t i ng of r ei nsur ance or

r et r ocessi onal r ei nsur ance, t o i ni t i at e or accept t er ms of

cover age t hat cont ai n or i ncor por at e a pr ovi si on excl udi ng,

or def i ni ng t he scope of , cover age f or any commer ci al

gener al l i 4bi l i t y or pr oper t y i nsur ance of Uni t ed St at es-

si t ed pol l ut i on r i sks .

f .

	

The For ei gn Rei nsur er Def endant s shal l not be

bound by t he so- cal l ed " Non Mar i ne London Mar ket Agr eement

1987" ( t he " 1987 LMX Agr eement " ) i n t he conduct of t hei r

busi ness i n t he LMX mar ket and, t o t he ext ent f easi bl e, t he

For ei gn Rei nsur er Def endant s shal l wi t hdr aw f r om t he t er ms

of t he 1987 LMX Agr eement ; pr ovi ded, however , t hat not hi ng

cont ai ned her ei n shal l pr ohi bi t any of t he For ei gn Rei nsur er

Def endant s f r om empl oyi ng or i ncor por at i ng any of t he t er ms

of t he 1987 LMX Agr eement or t he Let t er of I nt ent r ef er r ed

t o t her ei n as t er ms of cover age on i ndi vi dual r i sks i f any

For ei gn Rei nsur er Def endant , i n t he exer ci se of i t s

i ndi vi dual under wr i t i ng j udgment , deems i t appr opr i at e t o do

so ; and pr ovi ded f ur t her , t hat not hi ng her ei n shal l r equi r e

any For ei gn Rei nsur er Def endant t o al t er . t er ms of cover ages

al r eady bound .

g .

	

For a per i od of 5 year s, no of f i cer s or empl oyees

of any For ei gn Rei nsur er Def endant shal l at t end or ot her wi se
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par t i ci pat e i n any meet i ng of t he I SO Boar d of Di r ect or s or

any I SO commi t t ees havi ng i nsur er member s, i n whi ch t he

cont ent of i nsur ance f or ms f or commer ci al gener al l i abi l i t y

i nsur ance, act ual or pr ospect i ve, t o be devel oped or

suppor t ed by I SO ar e consi der ed ; pr ovi ded, however , t hat

not hi ng cont ai ned her ei n shal l pr ohi bi t an of f i cer or

empl oyee of , a For ei gn Rei nsur er Def endant f r om expr essi ng

t he uni l at er al vi ews of t he For ei gn Rei nsur er Def endant t o

member s or empl oyees of I SO r egar di ng t he cont ent of any

act ual or pr ospect i ve commer ci al gener al l i abi l i t y i nsur ance

f or m.

h .

	

Wi t hi n 6 mont hs of t he dat e of ent r y of t he Fi nal

Judgment on Consent , t he For ei gn Rei nsur er Def endant s,

ei t her separ at el y or i r i any, combi nat i on, shal l est abl i sh and

mai nt ai n f or a per i od of 5 year s a pr ogr am or pr ogr ams f or

t he pur pose of assur i ng compl i ance wi t h appl i cabl e ant i t r ust

and compet i t i on l aws by i t s of f i cer s and empl oyees . The

compl i ance pr ogr am shal l , at a mi ni mum, ent ai l t he

pr epar at i on of a document enumer at i ng and def i ni ng conduct

r el evant t o t he r ei nsur ance busi ness t hat coul d, under

cer t ai n ci r cumst ances, const i t ut e a vi ol at i on of any or al l

appl i cabl e ant i t r ust and compet i t i on l aws, and set t i ng f or t h

t he penal t i es t hat coul d f l ow f r om any . such . vi ol at i on .

Addi t i onal l y, dur i ng sai d 5 year per i od each For ei gn

Rei nsur er Def endant shal l par t i ci pat e annual l y i n one or

mor e semi nar s i n whi ch t he ant i t r ust and compet i t i on l aw

aspect s of t he f ol l owi ng pr act i ces or cat egor i es of conduct
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wi l l be descr i bed : ( i ) subscr i pt i on under wr i t i ng,

i .

	

Wi t hi n 30 days af t er t he ent r y of t he Fi nal

Judgment on Consent , each of t he For ei gn Rei nsur er

consor t i ums and pool i ng ar r angement s ; ( i i ) mar ket

agr eement s ; ( i i i ) pr i ce- f i xi ng and al l ocat i on of mar ket s ;

and ( i v) st andar di zat i on of f or ms . For t he pur poses of t hi s

subpar agr aph, t he t er m " For ei gn Rei nsur er Def endant " shal l

i ncl ude Under wr i t er s r esponsi bl e f or r ei nsur ance of

commer ci al gener al l i abi l i t y r i sks emanat i ng f r om Nor t h

Def endant s shal l del i ver a copy of t hi s Set t l ement Agr eement

and t he r el evant por t i ons of t he Fi nal Judgment on Consent

t o each of i t s of f i cer s, di r ect or s or empl oyees who have or

exer ci se any under wr i t i ng aut hor i t y f or ( i ) r ei nsur ance of

Uni t ed St at es- si t ed r i sks i nsur ed under commer ci al gener al

l i abi l i t y pol i ci es or ( i i ) LMX r et r ocessi onal r ei nsur ance .

wi t hi n 60 days af t er t he dat e of ent r y of t he Fi nal Judgment

on Consent , each For ei gn Rei nsur er Def endant shal l f i l e wi t h

t he Cour t an af f i davi t conf i r mi ng i t s compl i ance wi t h t he

pr ovi si ons of t hi s subpar agr aph .

j .

	

wi t hi n 30 days af t er t he dat e of ent r y of t he

Fi nal Judgment on Consent , t he For ei gn Rei nsur er Def endant s

shal l pr ovi de not i ce of t he t er ms of subpar agr aph f . of - t hi s

par agr aph t o t he London br oker s t hr ough whi ch LMX busi ness

i s pl aced .

k .

	

For a per i od of 5 year s f r om t he dat e of ent r y of

t he Fi nal Judgment on Consent , t he successor s of any of t he

Set t l ement Agr eement

	

- 14 -

	

set - agr . f n3



1

2

3

4

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24`

25

26

27

per sons descr i bed i n subpar agr aph i . - of t hi s par agr aph shal l

be pr ovi ded wi t h a copy of t hi s Set t l ement Agr eement and t he

r el evant por t i ons of t he Fi nal Judgment on Consent wi t hi n 60

days of havi ng at t ai ned such posi t i on or st at us .

1 .

	

For a per i od of 5 year s f r om t he dat e of ent r y of

t he Fi nal Judgment on Consent , t he For ei gn Rei nsur er

Def endant s shal l f i l e wi t h t he Cour t annual l y an af f i davi t

ver i f yi ng t he cont i nued i mpl ement at i on of a compl i ance

pr ogr am t hat i ncl udes t he t er ms set f or t h i n subpar agr aph h .

of t hi s par agr aph .

14 . Each of t he Domest i c Def endant s r epr esent s t hat i t has

had and cont i nues t o have i n ef f ect an ant i t r ust compl i ance

pr ogr am. Each Domest i c Def endant her eby r epr esent s and pr omi ses

t hat i t wi l l cont i nue or enhance i t s ant i t r ust compl i ance pr ogr am

t o pr ovi de r el evant compl i ance educat i on t o appr opr i at e empl oyees

r egar di ng t he l egal st andar ds i mposed by st at e and f eder al

ant i t r ust l aws, t he r emedi es t hat mi ght be appl i ed i n t he event

of a vi ol at i on of such l aws, and t hei r obl i gat i ons i n t he event

t hey obser ve any vi ol at i ons of such l aws . Each of t he Domest i c

Def endant s pr omi ses t hat t hi s compl i ance pr ogr am obl i gat i on shal l

at a mi ni mum cont i nue f or a per i od of f i ve ( 5) year s f r om t he

dat e t hat t he Fi nal Judgment shal l have become f i nal pur suant t o

par agr aph 13 above . The obl i gat i ons under t hi s par agr aph shal l

onl y be enf or ceabl e as a cont r act r i ght of . t he par t i es and shal l

not ar i se under t he Fi nal Judgment on Consent and shal l not be

enf or ceabl e under i t .

15 . Def endant I nsur ance Ser vi ces Of f i ce, I nc . ( " I SO" ) shal l
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be r est r uct ur ed i n accor dance wi t h t he . t er ms st at ed mor e f ul l y i n

At t achment I .

16 . Wi t hi n si xt y ( 60) days af t er t he Fi nal Judgment on

Consent becomes f i nal pur suant t o par agr aph 13 of t hi s Set t l ement

Agr eement , Pl ai nt i f f s shal l , t o t he f ul l est ext ent per mi t t ed by

l aw, wi t h r egar d t o al l document s pr oduced i n t hi s l i t i gat i on or

i n any pr ef i l i ng i nvest i gat i on r el at i ng t o t hi , l i t i gat i on, at

each Pl ai nt i f f ' s opt i on, ei t her ( i ) make al l such document s

avai l abl e f or r et ur n t o Def endant s, or ( i i ) dest r oy al l such

document s, and wi l l pr ovi de Def endant s wi t h an af f i davi t

cer t i f yi ng t o such r et ur n or dest r uct i on .

17 .

	

I n t he event . t hat t hi s Set t l ement Agr eement shal l be

consummat ed as t o t he For ei gn Rei nsur er Def endant s, but not as t o

al l ot her Def endant s, t he For ei gn Rei nsur er Def endant s wi l l

cooper at e wi t h t he di scover y ef f or t s of t he Pl ai nt i f f St at es i n

t he Li t i gat i on . The For ei gn Rei nsur er Def endant s wi l l make

avai l abl e t he document s t hey have been r equi r ed t o mai nt ai n under

t he Document Ret ent i on Or der ent er ed i n t he Li t i gat i on . I n

addi t i on, at a mi ni mum, each For ei gn Rei nsur er Def endant wi l l

make avai l abl e f or i nf or mal or f or mal f act - gat her i ng : ( a) a

Cust odi an of Recor ds knowl edgeabl e about t he r ecor ds mai nt ai ned

by t he For ei gn Rei nsur er Def endant s and document s per t ai ni ng t o

mat t er s al l eged i n t he Compl ai nt s ; and ( b) any management or

under wr i t er empl oyee whom Pl ai nt i f f St at es have good cause t o

bel i eve possesses knowl edge or i nf or mat i on r el evant t o t he

Li t i gat i on, i ncl udi ng but not l i mi t ed t o each of t he f ol l owi ng

per sons :
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Robi n A. G. Jackson

Gr aham J . McKean

Ri char d D. Hazel l

Char l es Skey
Davi d P . Mann

James Tef f

wher e f easi bl e, t he For ei gn Rei nsur er Def endant s wi l l ar r ange t o

make t hese wi t nesses avai l abl e i n t he Uni t ed St at es . At t he

r equest of Pl ai nt i f f St at es, t he For ei gn Rei nsur er Def endant s

wi l l use t hei r best ef f or t s t o make ot her pot ent i al London

wi t nesses i dent i f i ed by Pl ai nt i f f St at es avai l abl e t o Pl ai nt i f f

St at es i n London f or f or mal or i nf or mal f act - gat her i ng .

18 . As qui ckl y as pr act i cabl e af t er t he execut i on of t hi s

Set t l ement Agr eement , t he Par t i es shal l make appl i cat i on t o t he

Cour t f or pr el i mi nar y appr oval of t hi s Set t l ement Agr eement , t he

condi t i onal cer t i f i cat i on of t he Set t l ement Cl asses and t he

est abl i shment of t he schedul e f or gi vi ng not i ce t o t he Set t l ement

Cl asses and t he hol di ng of t he hear i ng on f i nal appr oval of t hi s

Set t l ement Agr eement .

19 . Thi s Set t l ement Agr eement and At t achment s A t hr ough I

cont ai n t he ent i r e agr eement and under st andi ng of t he Par t i es .

Thi s Set t l ement Agr eement shal l not be modi f i ed except i n wr i t i ng

si gned by each of t he Par t i es or by t hei r aut hor i zed

r epr esent at i ves ; pr ovi ded, however , t hat t he Admi ni st r at i ve

Li ai son Counsel f or t he r espect i ve Par t i es may j oi nt l y modi f y t he

t er ms of t hi s Set t l ement Agr eement sol el y f or t he pur pose of

f aci l i t at i ng t he det ai l s of set t l ement admi ni st r at i on upon not i ce

t o al l ot her Par t i es .

20 . Thi s Set t l ement Agr eement may be execut ed by counsel

f or t he Par t i es and shal l become ef f ect i ve on t he dat e of
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execut i on of t hi s Set t l ement Agr eement . Each counsel who

execut es t hi s Set t l ement Agr eement , by hi s or her si gnat ur e,

expr essl y r epr esent s t hat she

Par t y he or she r epr esent s t o

Thi s Set t l ement Agr eement may

pages or i n count er par t s wi t h t he same

had si gned t he same i nst r ument .

21 . Thi s Set t l ement Agr eement i s ent er ed i nt o and shal l be

const r ued i n accor dance wi t h t he l aws of t he St at e of Cal i f or ni a .

FOR PLAI NTI FF STATES :

	

FOR DEFENDANTS :

Thomas Gr eene, Sr . Asst
1515 K St r eet , Sui t e 511
Sacr ament o, CA 94244

FOR PRI VATE PLAI NTI FFS :

Gui do Saver - i , _ U' squi r e
Saver i & Saver i
One Mar ket Pl aza, 4t h Fl oor
San Fr anci sco, CA 94105

Set t l ement Agr eement

or he i s f ul l y aut hor i z- ed by t he

execut e t hi s Set t l ement Agr eement .

be execut ed on separ at e si gnat ur e

ef f ect as i f al l Par t i es

Raoul D . Kenned , Esqui r e
Cr osby, Heaf ey, Roach & May
19999 Har r i son
P . O . Box 2084
Oakl and, CA 94604
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ATTACHMENT A.

As used i n t he Set t l ement Agr eement dat ed Januar y 12, 1995,
t he f ol l owi ng t er ms shal l have t he f ol l owi ng def i ni t i ons : -

" Def endant s" shal l col l ect i vel y r ef er t o t he Domest i c
Def endant s and t he For ei gn Rei nsur er Def endant s .

" Domest i c Def endant s" shal l col l ect i vel y r ef er t o t he
f ol l owi ng :

Har t f or d Fi r e I nsur ance Company ( " Har t f or d" )
Aet na Casual t y and Sur et y Company ( " Aet na" )
Al l st at e I nsur ance Company ( " Al l st at e" )
Gener al Rei nsur ance Cor por at i on ( " Gener al Re" )
I nsur ance Ser vi ces Of f i ce, I nc . ( " I SO" )
CI GNA Cor por at i on ( " CI GNA" )
I nsur ance Company of Nor t h Amer i ca ( " I . N. A . " )
Const i t ut i on Rei nsur ance Cor por at i on

Mer cant i l e & Gener al Rei nsur ance Company of Amer i ca
Nor t h Amer i can Rei nsur ance Cor por at i on

Pr udent i al Rei nsur ance Company
Rei nsur ance Associ at i on of Amer i ca ( " RAA" )
Wi nt er t hur Swi ss I nsur ance Company ( except wi t h r espect

t o Par agr aph 14, wher e t hi s t er m r ef er s t o i t s
subsi di ar y Wi nt er t hur Rei nsur ance Cor por at i on of
Amer i ca)

Al exander Rei nsur ance I nt er medi ar i es, I nc .

" For ei gn Rei nsur er Def endant s" shal l col l ect i vel y r ef er t o t he

f ol l owi ng :

CNA Re ( U . K . ) Lt d .

Excess I nsur ance Company Li mi t ed

London and Edi nbur gh I nsur ance Gr oup, Lt d .

Kemper Rei nsur ance London Lt d .

Uni onamer i ca I nsur ance Company, Lt d .

Cont i nent al Rei nsur ance Cor por at i on ( U. K. ) Li mi t ed

Mer r et t Under wr i t i ng Agency Management Li mi t ed

Thr ee Quays Under wr i t i ng Management Li mi t ed

Janson Gr een Management Li mi t ed

C. J . W. ( Under wr i t i ng Agenci es) Li mi t ed

Lamber t Br ot her s ( Under wr i t i ng Agenci es) Li mi t ed

Mur r ay Lawr ence & Par t ner s

D . P . Mann Under wr i t i ng Agency Li mi t ed

Robi n A. G . Jackson

Pet er N. Mi l l er

Oxf or d Syndi cat e Management Li mi t ed

Edwar ds & Payne ( Under wr i t i ng Agenci es) Li mi t ed

Bal l ant yne, McKean & Sul l i van Li mi t ed

R. K. Car vi l l & Co . , Lt d .

Ter r a Nova I nsur ance Co . , Lt d. .
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" Pl ai nt i f f s" shal l col l ect i vel y r ef er t o t he Pl ai nt i f f St at es
and t he Pr i vat e Pl ai nt i f f s .

" Pr i vat e Pl ai nt i f f s" shal l col l ect i vel y r ef er t o t he
f ol l owi ng :

" Pl ai nt i f f St at es" shal l col l ect i vel y r ef er t o, t he f ol l owi ng :

Bay Har bor Par k Homeowner ' s Associ at i on
Jer r y Gr ant Chemi cal Associ at es, I nc .
Bi g D Bui l di ng Suppl y Cor or at i on
Anast asi os Mar kos, t / a Muni cpal Exxon
Envi r onment al Avi at i on Sci ences, I nc .
Acme Cor r ugat ed Box Company
P & J Cast i ng Cor por at i on
Car l i sl e Day Car e Cent er , I nc .
Bensal em Townshi p Aut hor i t y
Car mel l a M. " Boot s" Li ber t o, t / a R. R . Li ber t o, I nc .
Ace Check Cashi ng, I nc .
Henr y L . Ros . enf el d t / a Mobi l e Check Cashi ng

St at e of Cal i f or ni a
Commonweal t h of Massachuset t s
St at e of Mi nnesot a
St at e of New Yor k
St at e of Al abama
. St at e of Ar i zona
St at e of West Vi r gi ni a
St at e of Wi sconsi n
St at e of Mar yl and
St at e of Mont ana
St at e of Al aska
St at e of Mi chi gan
St at e of New Jer sey
St at e of Col or ado
St at e of Washi ngt on
St at e of Ohi o
St at e of Connect i cut
St at e of Fl or i da
St at e of Loui si ana
Commonweal t h of Pennsyl vani a

Set t l ement Agr eement

	

- 2 - At t achment A



ESCROW AGREEMENT





I N RE I NSURANCE ANTI TRUST LI TI GATI ON C- 88- 1688
( Al l Cases)

Thi s agr eement i s made and ent er ed i nt o on Januar y

	

, 1995

by Raoul D. Kennedy, act i ng on behal f of t he Def endant s l i st ed i ni

At t achment A t o t he Set t l ement Agr eement ( t he " Def endant s" ) ; Thomas

Gr eene, Assi st ant At t or ney Gener al f or t he St at e of Cal i f or ni a,

act i ng on behal f of t he Pl ai nt i f f s l i st ed i n At t achment B t o t he

Set t l ement Agr eement ( t he " Pl ai nt i f f s" ) ; Uni on Bank, San Fr anci sco,

Cal i f or ni a ( t he " Escr ow Agent " ) ; Al ex, Br own & Sons, I ncor por at ed

( t he

	

" I nvest ment

	

Counsel " ) ;

	

and

	

Davi d

	

M.

	

Si mpson,

	

CPA

	

( t he

" Admi ni st r at i ve Agent " ) .

WHEREAS

I N THE UNI TED STATES DI STRI CT COURT
FOR THE NORTHERN DI STRI CT OF CALI FORNI A

ESCROW AGREEMENT

A.

	

Pl ai nt i f f s and Def endant s have ent er ed i nt o an

agr eement i n pr i nci pl e of set t l ement i n t he above- capt i oned

l i t i gat i on ; and

B .

	

Pur suant t o t he Set t l ement Agr eement and subj ect t o

f i nal Cour t appr oval , t he Def endant s have deposi t ed i nt o an escr ow

account at Ci t i bank, New Yor k, t he amount of $36, 000, 000 . 00 ; and

C.

	

Pl ai nt i f f s have r equest ed and Def endant s have agr eed t o

t r ansf er t he $36, 000, 000 . 00 now on deposi t i n an escr ow . account at

Ci t i bank, New Yor k, t oget her wi t h i nt er est act ual l y ear ned af t er



Oct ober 17, 1994, ( af t er November 1, 1994 f or amount s pai d by RAA)

on sums maki ng up t hat pr i nci pal amount of t he set t l ement l ess any

char ges by Ci t i bank f or mai nt ai ni ng t he pr i nci pal amount and

accumul at ed i nt er est af t er Oct ober 17, 1994 ; and

D.

	

The par t i es t o t hi s agr eement seek t o set f or t h ( a) t he

t er ms and condi t i ons pur suant t o whi ch an escr ow account shal l be

cr eat ed f or t he deposi t of t he money t he Def endant s have agr eed t o

t r ansf er t o Escr ow Agent and ( b) t he r i ght s, dut i es, l i abi l i t i es,

pr i vi l eges and i mmuni t i es of t he Escr ow Agent , I nvest ment Counsel

and Admi ni st r at i ve Agent wi t h r espect t o t he admi ni st r at i on ' of t hi s

account ;

NOW, THEREFORE, al l par t i es i nt endi ng t o be l egal l y bound,

her eby agr ee as f ol l ows :

1 .

	

Est abl i shment o f - t he Fund

A.

	

Raoul D. Kennedy, act i ng on behal f of t he Def endant s,

agr ees t o del i ver t o t he Escr ow Agent , on Januar y

	

, 1995, by

wi r e t r ansf er , t he moni es descr i bed i n Wher eas par agr aph C, above,

whi ch moni es, wi t h i ncome ear ned t her eon and ot her aut hor i zed

addi t i ons and r educt i ons ( t he " Escr ow Amount " ) , shal l const i t ut e a

set t l ement f und f or t he benef i t of Pl ai nt i f f s t o be hel d i n an

escr ow account ( " Escr ow Account " ) f or i nvest ment pr i or t o f i nal

Cour t appr oval of t he set t l ement .

B .

	

Such t r ansf er i s subj ect t o t he r i ght of t he Def endant s

t o obt ai n pr ompt r et ur n of t he ent i r e Escr ow Amount i n t he event

hat t he set t l ement agr eement i s t er mi nat ed or becomes nul l and voi d



f or any r eason . I n or der t o assur e pr ompt r et ur n wi t hout i mpai r i ng

i nvest ment oppor t uni t i es, sai d r et ur n may be ef f ect ed by

t r ansf er r i ng t he i nvest ment hol di ngs i n t he Escr ow Account i n l i eu

of cash .

2 .

	

Tr eat ment of t he Fund

A.

	

The Escr ow Agent agr ees t o hol d al l sums wi r ed by

Raoul D . Kennedy f or pur poses of f undi ng t he set t l ement of t he

I nsur ance Ant i t r ust Li t i gat i on as Escr ow Agent , and wi l l make

di sbur sement s f r om t he Fund onl y as pr ovi ded i n t hi s Agr eement ,

i ncl udi ng exchange of money f or secur i t i es, or secur i t i es f or

secur i t i es, as di r ect ed by t he i nvest ment Counsel , pur suant t o t he

t er ms of t hi s Agr eement .

B.

	

Escr ow Agent act s her eunder as a deposi t or y onl y, and

i s not r esponsi bl e or l i abl e i n any manner what ever f or t he

suf f i ci ency, cor r ect ness, genui neness or val i di t y of t he subj ect

mat t er of t he escr ow, or any par t t her eof , or f or t he i dent i t y or

aut hor i t y of any per son execut i ng or deposi t i ng i t .

C .

	

Escr ow Agent shal l hol d t he Escr ow Amount separ at el y

and segr egat ed f r om al l ot her f unds or account s hel d by t he Escr ow

Agent .

3 .

	

I nvest ment of Escr ow Account Funds

A.

	

The I nvest ment Counsel shal l exer ci se due pr udence i n

di r ect i ng t he i nvest ment and r ei nvest ment of t he Escr ow Amount by

t he Escr ow Agent i n secur e i nst r ument s such as Tr easur y Bi l l s,

Tr easur y Not es, Tr easur y Bonds and f eder al agency secur i t i es .



Subj ect t o t he wr i t t en appr oval of Raoul D . ' Kennedy and Thomas

Gr eene, t he I nvest ment Counsel may di r ect ot her i nvest ment s

of f er i ng a hi gher r et ur n wi t h si mi l ar secur i t y .

B .

	

Al l such i nvest ment s ( i ncl udi ng pr i nci pal , i nt er est ,

and sal e pr oceeds) , shal l at al l t i mes const i t ut e a par t of t he

Escr ow Amount , and al l i ncome and pr of i t s on such i nvest ment shal l

be cr edi t ed t o, and l osses t her eon shal l be char ged agai nst , t he

Escr ow Account . Def endant s shal l i ncur no addi t i onal l i abi l i t y

under t he Set t l ement Agr eement on account of any such l osses or on

account of any deduct i ons f or compensat i on of t he Escr ow Agent ,

I nvest ment Counsel and Admi ni st r at i ve Agent or f or t axes .

C.

	

Subj ect t o t he wr i t t en appr oval of Raoul D . Kennedy and

Thomas Gr eene, t he I nvest ment Counsel may di r ect t he sal e of such

i nvest ment s by t he Escr ow Agent f r om t i me t o t i me as r equi r ed t o

di sbur se f unds i n accor dance wi t h t hi s Escr ow Agr eement .

4 .

	

Dut i es of Escr ow Accent

A.

	

Escr ow Agent shal l i nvest t he Escr ow Amount as di r ect ed

by t he I nvest ment Counsel , subj ect t o t he pr ovi si ons and

l i mi t at i ons of par agr aph 3 . , subpar t s A t hr ough C, of t hi s

Agr eement . Escr ow Agent shal l , upon r equest by t he I nvest ment

counsel or Admi ni st r at i ve Agent , pr ovi de t he I nvest ment Counsel or

Admi ni st r at i ve Agent wi t h such i nf or mat i on about t he Escr ow Amount

as t he I nvest ment Counsel or Admi ni st r at i ve Agent , i n t hei r

di scr et i on, deems necessar y t o sat i sf y t hei r obl i gat i ons under t hi s

Agr eement .



B.

	

Escr ow Agent shal l make payment s f r om t he Escr ow

Account as agr eed by t he par t i es, or as may be or der ed by t he

Uni t ed St at es Di st r i ct cour t f or t he Nor t her n Di st r i ct of

Cal i f or ni a . These payment s i ncl ude, but ar e not l i mi t ed t o,

payment s descr i bed i n set t l ement document s f i l ed i n t hi s .

l i t i gat i on, and payment s of cer t ai n escr ow and admi ni st r at i ve cost s

ar e det ai l ed her ei n .

C.

	

Escr ow Agent shal l keep accur at e and det ai l ed r ecor ds

of al l i nvest ment s, r ecei pt s, di sbur sement s and ot her t r ansact i ons

r el at i ng t o t he Account , and al l account s, books and r ecor ds

r el at i ng t o t he Account , shal l be open t o i nspect i on and audi t at

al l r easonabl e t i mes by any per son desi gnat ed by Raoul D . Kennedy

or Thomas Gr eene .

D .

	

Escr ow Agent shal l pr ovi de t o Raoul D. Kennedy and t o

Thomas Gr eene a mont hl y st at ement , on t he

	

day of each

mont h subsequent t o t he execut i on of t hi s Agr eement , r ef l ect i ng al l

t r ansact i ons i nvol vi ng t he account , i ncl udi ng al l pur chases, sal es

or exchanges of secur i t i es, gai ns, l osses, i nt er est or di vi dends

ear ned, deposi t s and wi t hdr awal s . Such i nf or mat i on shal l al so be

gi ven t o t he Cour t upon r equest by t he Cour t or by anot her par t y

her et o .

5 .

	

Dut i es of I nvest ment Counsel

A .

	

I nvest ment Counsel shal l di r ect t he Escr ow Agent t o

i nvest t he Escr ow Amount i n accor dance wi t h t he pr ovi si ons and



l i mi t at i ons of par agr aph 3 . , subpar t s A t hr ough C, of t hi s

Agr eement .

B .

	

I nvest ment Counsel shal l pr ovi de t o Raoul D . Kennedy

and t o Thomas Gr eene a mont hl y st at ement , on t he

	

day of

each mont h subsequent t o t he execut i on of t hi s Agr eement ,

r ef l ect i ng al l i nvest ment t r ansact i ons i t has di r ect ed on t he

account , i ncl udi ng al l pur chases, sal es or exchanges of secur i t i es,

gai ns, l osses, i nt er est or di vi dends ear ned, deposi t s and

wi t hdr awal s . Such i nf or mat i on shal l al so be gi ven t o t he Cour t

upon r equest by t he Cour t or by anot her par t y her et o .

6 .

	

Dut i es of Admi ni st r at i ve Accent

A.

	

The Admi ni st r at i ve Agent shal l t ake al l st eps necessar y

t o ensur e t hat any t ax obl i gat i ons i mposed upon t he Escr ow Account

ar e pai d .

	

To t he ext ent necessar y t o sat i sf y t hi s .obj ect i ve, t he

Admi ni st r at i ve Agent i s her eby aut hor i zed t o, among ot her t hi ngs

( i ) obt ai n a t ax i dent i f i cat i on number f or t he Escr ow Account ,

( i i ) communi cat e wi t h t he I nt er nal Revenue Ser vi ce and t he

Cal i f or ni a Fr anchi se Tax Boar d on behal f of t he Escr ow Account ,

( i i i ) make payment of t axes on behal f of t he Escr ow Account ( whi ch

t axes wi l l be pai d out of Escr ow Account asset s) , and ( i v) f i l e al l

appl i cabl e t ax r et ur ns f or t he Escr ow Account .

B .

	

The Admi ni st r at i ve Agent shal l appr i se Raoul D . Kennedy

and Thomas Gr eene, on a t i mel y basi s, of t he st at us of any wor k

bei ng done by i t i n connect i on wi t h t he Admi ni st r at i ve Agent ' s

obl i gat i ons under t hi s Agr eement and shal l pr ovi de t o t hem copi es



of any wr i t t en communi cat i ons wi t h any gover nment al ent i t y on

behal f of t he Escr ow Account .

C .

	

Raoul D. Kennedy and Thomas Gr eene shal l have t he j oi nt

r i ght at any t i me, wi t h or wi t hout cause, t o r esci nd t he aut hor i t y

of t he Admi ni st r at i ve Agent t o admi ni st er t he Escr ow Account .

	

Such

t er mi nat i on shal l be ef f ect i ve upon t he expi r at i on of f i f t een ( 15)

days af t er t he dat e wr i t t en not i f i cat i on i s pr ovi ded t o t he

Admi ni st r at i ve Agent .

7 .

	

Compensat i on of Escr ow Agent

I n f ul l consi der at i on f or t he ser vi ces t hat i t wi l l pr ovi de,

Escr ow Agent shal l r ecei ve f ees and r ei mbur sement s i h accor dance

wi t h a schedul e t o be agr eed upon i n wr i t i ng by t he par t i es her et o .

Al l such f ees shal l const i t ut e a di r ect char ge agai nst t he Escr ow

Account , but t he Escr ow Agent shal l not debi t t he Escr ow Account

f or any such char ge unt i l i t has pr esent ed i t s st at ement t o and

r ecei ved appr oval . of Raoul D. Kennedy and Thomas Gr eene, whi ch

appr oval shal l not be unr easonabl y wi t hhel d .

8 .

	

Compensat i on of I nvest ment Counsel

I n f ul l consi der at i on f or t he ser vi ces t hat i t wi l l pr ovi de,

I nvest ment Counsel shal l r ecei ve f ees and r ei mbur sement s i n

accor dance wi t h a schedul e t o be agr eed upon i n . wr i t i ng by t he

par t i es her et o . Al l such f ees shal l const i t ut e a di r ect char ge

agai nst t he Escr ow Account , but t he Escr ow Agent shal l not debi t

t he Escr ow Account f or any such char ge unt i l t he I nvest ment Counsel

has pr esent ed i t s st at ement t o and r ecei ved appr oval of Raoul D.



Kennedy and Thomas . Gr eene, whi ch appr oval shal l not be unr easonabl y

wi t hhel d .

9 .

	

Compensat i on of Admi ni st r at i ve Agent

I n f ul l consi der at i on f or t he ser vi ces t hat i t wi l l pr ovi de,

Admi ni st r at i ve Agent shal l r ecei ve f ees and r ei mbur sement s i n

accor dance wi t h a schedul e t o be agr eed upon i n wr i t i ng by t he

par t i es her et o . Al l such f ees shal l const i t ut e a di r ect char ge

agai nst t he Escr ow Account , but t he Escr ow Agent shal l not debi t

t he Escr ow Account , f or any such char ge unt i l t he Admi ni st r at i ve

Agent has pr esent ed i t s st at ement t o and r ecei ved appr oval of Raoul

D. Kennedy and Thomas Gr eene, whi ch appr oval shal l not be

unr easonabl y wi t hhel d .

10 .

	

Ter mi nat i on of t he I nvest ment Counsel

Raoul D. Kennedy and Thomas Gr eene shal l have , t he Joi nt r i ght

t o r esci nd t he aut hor i t y of t he I nvest ment Counsel t o di r ect

i nvest ment of t he Escr ow Amount . Such t er mi nat i on shal l be

ef f ect i ve upon wr i t t en not i f i cat i on t o t he I nvest ment Counsel and

t o ot her par t i es t o t hi s Agr eement .

11 .

	

Ter mi nat i on of t he Escr ow Account

A.

	

Raoul D . Kennedy and Thomas Gr eene shal l have t he j oi nt

r i ght t o r esci nd t he aut hor i t y of t he Escr ow Agent t o hol d t he

Escr ow Amount . Such t er mi nat i on shal l be ef f ect i ve upon t he

expi r at i on of f i f t een days af t er t he dat e wr i t t en not i f i cat i on t o

t he Escr ow Agent and t o ot her par t i es t o t hi s Agr eement . Upon such



t er mi nat i on t he Escr ow Agent shal l di sbur se t he f ul l bal ance of t he

Account as di r ect ed by Raoul D . Kennedy and Thomas Gr eene .

B .

	

Upon r ecei pt of wr i t t en not i ce si gned by Raoul D .

Kennedy and Thomas Gr eene st at i ng t hat t he ( a) t he Cour t has

ent er ed an or der gr ant i ng f i nal appr oval t o t he set t l ement , and

( b) t he Cour t has or der ed di st r i but i on of . t he Escr ow Amount , t he

Escr ow Agent shal l pr oceed t o di st r i but e t he Escr ow Amount as

or der ed by t he Cour t .

C .

	

Upon r ecei pt of wr i t t en not i ce si gned by Raoul D.

Kennedy t o Escr ow Agent and t o Thomas Gr eene st at i ng ei t her t hat

( a) af t er r easonabl e i nqui r y, a maj or i t y of t he Def endant s have

concl uded t hat t he number or cl ai ms of cl ass member s t hat have

excl uded t hemsel ves f r om t hi s set t l ement ar e a subst ant i al and

excessi ve por t i on of t he r el eased cl ai ms and t hat t he Def endant s

have, t her ef or e, exer ci sed t hei r opt i on t o t er mi nat e t he set t l ement ,

or ( b) t he Cour t has di sappr oved t he set t l ement , Escr ow Agent shal l

di sbur se t he ent i r e Escr ow Amount , l ess cost s act ual l y i ncur r ed t o

pr ovi de not i ce t o t he Pl ai nt i f f St at es Set t l ement Cl ass pur suant t o

par agr aph 5 . d . of t he Set t l ement Agr eement , t o Raoul D . Kennedy as

Def endant s' r epr esent at i ve 60 days af t er t he dat e of Def endant s ,

t er mi nat i on or Cour t di sappr oval speci f i ed i n such not i ce f r om

Raoul D . Kennedy .

12 .

	

Di saqr eement sAmonc; Par t i es

I n t he event of any di sagr eement bet ween or among any of t he

par t i es t o t hi s Agr eement , r esul t i ng i n adver se or conf l i ct i ng



cl ai ms or demands bei ng made i n connect i on wi t h t he subj ect mat t er

of t he escr ow, or i n t he event t hat t he Escr ow Agent , i n good

f ai t h, be i n doubt as t o what act i on i t shoul d t ake her eunder ,

Escr ow Agent may at i t s opt i on r ef use t o compl y wi t h any cl ai ms' or

demands on i t , or r ef use t o t ake any ot her act i on her eunder ; so

l ong as, such di sagr eement cont i nue or such doubt exi st . I n any

such event , Escr ow Agent shal l not be l i abl e i n any way f or i t s

f ai l ur e or r ef usal t o act , and shal l be ent i t l ed t o cont i nue so t o

r ef r ai n f r om act i ng unt i l ( a) t he r i ght s of al l par t i es have been

f ul l y and f i nal l y adj udi cat ed by a cour t of compet ent j ur i sdi ct i on

or ( b) al l di f f er ences shal l have been adj ust ed and al l doubt

r esol ved by agr eement among al l par t i es and Escr ow Agent shal l have

been not i f i ed t her eof i n wr i t i ng si gned by al l par t i es .

13 .

	

Resi gnat i on of Escr ow_ Agent

Escr ow Agent may i n i t s sol e di scr et i on r esi gn and t er mi nat e

i t s posi t i on her eunder at any t i me f ol l owi ng 60 days wr i t t en not i ce

t o t he par t i es t o t hi s Escr ow Agr eement . Any such r esi gnat i on

shal l t er mi nat e al l obl i gat i ons and dut i es of t he Escr ow Agent .

	

On

t he ef f ect i ve dat e of r esi gnat i on Escr ow Agent shal l del i ver t hi s

Escr ow Agr eement t oget her wi t h any and al l r el at ed i nst r ument s or

document s t o any successor escr ow agent agr eeabl e t o t he par t i es,

subj ect t o t hi s Escr ow Agr eement . I f a successor escr ow agent has

not been . appoi nt ed pr i or t o t he expi r at i on of 60 days f ol l owi ng t he

dat e of t he not i ce of such r esi gnat i on, t he t hen act i ng Escr ow

Agent may ' pet i t i on any cour t of compet ent j ur i sdi ct i on f or t he



appoi nt ment of a successor escr ow agent , or ot her appr opr i at e

r el i ef .

14 .

	

Resi gnat i on of I nvest ment Coun el

I nvest ment Counsel may i n i t s sol e di scr et i on r esi gn and

t er mi nat e i t s posi t i on her eunder at any t i me f ol l owi ng 30 daysf

wr i t t en not i ce t o t he par t i es t o t hi s Escr ow Agr eement . Any such

r esi gnat i on shal l t er mi nat e al l obl i gat i ons and dut i es of t he

I nvest ment Counsel . On t he ef f ect i ve dat e of r esi gnat i on

I nvest ment Counsel shal l del i ver i t s f i l es and mat er i al s r el evant

t o t hi s Escr ow Agr eement t o t he par t i es or t o any successor

I nvest ment Counsel agr eeabl e t o t he par t i es subj ect t o t hi s Escr ow

Agr eement .

15 .

	

Resi gnat i on of Admi ni st r at i ve Agent

Admi ni st r at i ve Agent may i n i t s sol e di scr et i on r esi gn and

t er mi nat e i t s posi t i on her eunder at any t i me f ol l owi ng 30 ' days ,

wr i t t en not i ce t o t he par t i es t o t hi s Escr ow Agr eement . Any such

r esi gnat i on shal l t er mi nat e al l obl i gat i ons and dut i es of t he

Admi ni st r at i ve Agent . On t he ef f ect i ve dat e of r esi gnat i on

Admi ni st r at i ve Agent shal l del i ver i t s f i l es and mat er i al s r el evant

t o t hi s Escr ow Agr eement t o t he par t i es or t o any successor

Admi ni st r at i ve Agent agr eeabl e t o t he par t i es subj ect t o t hi s

Escr ow Agr eement .

16 . Not i ce

Unl ess ot her wi se pr ovi ded f or i n t hi s Agr eement , al l

communi cat i ons r equi r ed or per mi t t ed t o be pr ovi ded by



Admi ni st r at or t o t he par t i es shal l be gi ven i n wr i t i ng t o Raoul D.

Kennedy, Cr osby, Heaf ey, Roach & May, 1999 Har r i son St r eet ,

Oakl and, Cal i f or ni a 94612 ( 510- 763- 2000) , and Thomas Gr eene,

Assi st ant At t or ney Gener al , 1515 R St r eet , Sacr ament o, Cal i f or ni a

94244- 2550, ( 916- 324- 7874) .

17 .

	

Execut i on of Escr ow AcTr eement

[ Si gnat ur es]

A .

	

The si gnat or i es her et o r epr esent and war r ant t hat t hey

ar e f ul l y aut hor i zed t o ent er i nt o and execut e t hi s Escr ow

Agr eement on behal f of t he r espect i ve par t i es her et o .

B.

	

Thi s Escr ow Agr eement may be execut ed i n count er par t s,

al l of whi ch t oget her shal l be deemed t o const i t ut e on agr eement .

Any par t y may execut e t hi s Escr ow Agr eement and become a par t y

her et o by si gni ng any such count er par t .

C .

	

Thi s Escr ow Agr eement may be amended at any t i me by a

wr i t t en i nst r ument si gned by al l par t i es her et o .
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I . Publ i c Ent i t y Ri sk I nst i t ut e

Pl ai nt i f f s' Counsel shal l est abl i sh t he Publ i c Ent i t y Ri sk

I nst i t ut e ( PERI ) wi t h $21, 000, 000 i n set t l ement f unds . Such

f unds may onl y be used f or t he devel opment . , i mpl ement at i on and

oper at i on of t he Publ i c Ent i t y Ri sk I nst i t ut e consi st ent wi t h t he

bel ow descr i bed mi ssi on st at ement and i mpl ement at i on pl an .

Mi ssi on St at ement

PERI wi l l pr ovi de hi gh qual i t y t echni cal ser vi ces, t r ai ni ng

and educat i on t o pol i cyhol der s, sel f - i nsur ed ent i t i es, and publ i c

ent i t y pool s . PERI wi l l ser ve as a per manent , but dynami c

" f or war d t hi nki ng" r esour ce f or t he pr act i cal enhancement of

publ i c and pr i vat e r i sk management . Whi l e t he f ocus shal l be on

t he needs of publ i c ent i t i es, pr ogr ams wi l l be devel oped wi t h an

awar eness t hat pr i vat e ent i t i es ( par t i cul ar l y smal l non- pr of i t

or gani zat i ons and busi nesses) shar e many of t he same needs as

publ i c ent i t i es . Such pr ogr ams wi l l be devel oped t o f aci l i t at e

adapt at i on t o t he needs of pr i vat e non- pr of i t and f or - pr of i t r i sk

management t o t he ext ent pr act i cabl e .

B . Summar y of I mpl ement at i on Pl an

PERI wi l l be or gani zed as a non- member , not - f or - pr of i t t ax-

exempt i nst i t ut i on . PERI . wi l l be gover ned by a f i ve member Boar d

of Di r ect or s compr i sed of t hr ee r epr esent at i ves f r om t he publ i c

sect or , one f r om t he pr i vat e non- pr of i t sect or and one f r om t he

pr i vat e f or - pr of i t sect or . Set t l ement f unds wi l l per mi t PERI t o

devel op an or gani zat i onal i nf r ast r uct ur e and t o est abl i sh a

st r ong f oundat i on of ser vi ce . Thi s i ni t i al endowment may

At t achment C

Set t l ement Agr eement

	

- 1 -

	

ATTACHMENT C



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

event ual l y be r epl aced t hr ough f ees f or ser vi ces and' ot her

sour ces of r evenue . PERI wi l l ' be per mi t t ed t o use t he pr i nci pal

and i ncome of i t s endowment f or al l oper at i ons consi st ent wi t h

i t s mi ssi on .

PERI wi l l empl oy an Execut i ve Di r ect or and such pr of essi onal

and suppor t st af f as ar e necessar y t o car r y out i t s mi ssi on under

a pl an of oper at i on t o be appr oved by t he Boar d of Di r ect or s . I n

some cases, PERI may use out si de cont r act or s f or t he pr ovi si on of

pr ogr ams and ser vi ces . Techni cal advi sor y commi t t ees shal l be

ut i l i zed t o pr ovi de pr ogr am and pol i cy gui dance t o t he st af f and

t he Boar d .

PERI wi l l pr ovi de a combi nat i on of ser vi ce pr ogr ams and

demonst r at i on gr ant pr ogr ams . PERI ser vi ce pr ogr ams wi l l

i ni t i al l y f ocus on f our i mpor t ant needs of publ i c and pr i vat e

ent i t i es : l i abi l i t y l oss pr event i on and cont r ol t r ai ni ng ;

pr oper t y and l i abi l i t y cat ast r ophe management ; envi r onment al

i mpai r ment l i abi l i t y r educt i on ; and i nsur ance consumer t r ai ni ng

f or smal l ent i t i es . The Boar d of Di r ect or s shal l be f r ee t o

i mpl ement PERI ' s pr ogr ammi ng i n st ages as i t deems f i scal l y and

devel opment al l y appr opr i at e, except t hat consumer t r ai ni ng f or

smal l ent i t i es shal l at al l t i mes be a par t of PERI pr ogr ammi ng

and ser vi ces .

I n addi t i on t o t he ser vi ce pr ogr ams, PERI shal l admi ni st er a

pr ogr am of demonst r at i on gr ant s . The pr ogr am shal l di st r i but e a

mi ni mum of $6, 000, 000 of gr ant s over t he f i r st t en year s of

PERI ' s exi st ence . The obj ect i ves of t he gr ant pr ogr am ar e t o

st i mul at e f r esh and cr eat i ve t hi nki ng and t o ' Mai nt ai n vi br ancy i n
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PERI pr ogr ammi ng .

PERI ' s Boar d of Di r ect or s shal l det er mi ne t he appr opr i at e

l ocat i on and conf i gur at i on of PERI ' s oper at i onal f aci l i t y .

C .

	

Coor di nat i on and i nt er act i on wi t h Exi st i ng or gani zat i ons

The par t i es i n t he f or mat i on of PERI acknowl edge t he

exi st ence of var i ous member shi p associ at i ons t hat pr ovi de r i sk

management ser vi ces . These or gani zat i ons i ncl ude t he Publ i c Ri sk

Management Associ at i on ( PRI MA) , t he Nat i onal League of Ci t i es

( NLC- RI SC) , t he Nat i onal Associ at i on of Count i es ( NACO) , t he Non-

Pr of i t Ri sk Management Cent er , t he I nt er nat i onal Ci t y and Count y

Manager s Associ at i on ( I CMA) and ot her s .

	

PERI shal l not be

desi gned t o usur p t he f unct i ons of such or gani zat i ons . Rat her ,

PERI wi l l pr ovi de syner gy among t he var i ous or gani zat i ons and

suppl ement exi st i ng pr ogr ams . Joi nt vent ur es wi l l be encour aged .

Such or gani zat i ons wi l l be i nvi t ed t o par t i ci pat e on PERI

advi sor y commi t t ees and wi l l be encour aged t o appl y f or

demonst r at i on gr ant s . Over al l , PERTs pr ogr ams wi l l be a

cat al yst i n t he r i sk management communi t y and wi l l be a vehi cl e

f or t he al l ocat i on of gr eat er r esour ces t o cer t ai n key r i sk

management needs .

I I . Pr ogr ams and Ser vi ces

A. Ser vi ce Pr ogr ams

PERI ser vi ce pr ogr ams wi l l i ni t i al l y f ocus on f i ve i mpor t ant

needs of publ i c and pr i vat e ent i t i es : l i abi l i t y l oss pr event i on

and cont r ol t r ai ni ng ; pr oper t y and l i abi l i t y cat ast r ophe

management ; envi r onment al i mpai r ment l i abi l i t y r educt i on ;

i nsur ance consumer t r ai ni ng f or smal l ent i t i es ; and t he
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est abl i shment of a cent r al i zed, per manent l y mai nt ai ned r esour ce

cent er . The Boar d of Di r ect or s of t he Publ i c Ent i t y Ri sk

I nst i t ut e shal l det er mi ne t he appr opr i at e l evel and desi gn and

i mpl ement at i on schedul e of PERI ' s pr ogr ams . Set out bel ow ar e

non- bi ndi ng gui des t o t he devel opment of such ser vi ces .

1 .

	

Li abi l i t y Loss Pr event i on and Cont r ol Tr ai ni ng

A compr ehensi ve pr ogr am of l oss pr event i on t r ai ni ng' wi l l be

devel oped and i mpl ement ed . The f ocus wi l l be on t he mi t i gat i on

of l i abi l i t y r i sks r at her t han t he mor e t r adi t i onal l oss cont r ol

f ocus on wor kpl ace and empl oyee saf et y . Some l i abi l i t y r i sks

l i kel y t o r ecei ve emphasi s i ncl ude :

- -

	

l aw enf or cement and secur i t y act i vi t i es i ncl udi ng

t r ai ni ng and super vi si on, devel opment of pol i ci es and

pr ocedur es f or hi gh r i sk ar eas such as vehi cl e pur sui t ,

use of f or ce, use of f i r ear ms, ci vi l di st ur bances, and

ar r est s and i ncar cer at i ons ;

per sonnel - r el at ed act i ons, and deal i ng wi t h t he publ i c

and pr ess i n ways t o avoi d l i abi l i t y ;

gover ni ng boar d act i ons wi t h par t i cul ar emphasi s on

l and use deci si ons, pr ocedur es f or gr ant i ng cont r act s,

empl oyment r el at ed act i ons i ncl udi ng hi r i ng, demot i ons,

f i r i ng, di sci pl i nar y act i ons, sexual har assment , and

ADA compl i ance ; and

publ i c pr oper t y, emphasi zi ng st r eet s and r oads and

pl aygr ounds, wat er and r ecr eat i on- r el at ed exposur es .

PERI r esour ces shoul d be used wher ever possi bl e t o l ever age

exi st i ng t r ai ni ng pr ogr ams . Exi st i ng del i ver y mechani sms shoul d
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1 be expl oi t ed . Enhanced t r ai ni ng mat er i al s and del i ver y syst ems

2 shoul d be devel oped whenever appr opr i at e . Joi nt vent ur i ng shoul d

3 be encour aged .

4

	

2 .

	

Pr oper t y and Li abi l i t y Cat ast r ophe Management

5

	

PERI wi l l devel op and i mpl ement a, pr ogr ai n_t o assi st publ i c

6 I l ent i t y pool s, i nsur eds and sel f - i nsur eds i n managi ng t he r i sk of

7 I l cat ast r ophes such as maj or f i r es, hur r i canes, ear t hquakes,

8 wi ndst or ms and ci vi l di sor der s . Thi s woul d i ncl ude educat i on on

9 moder n appr ai sal and i nvent or y syst ems, devel opment of

10 speci al i zed sof t war e t o suppor t pr oper t y management , comput er

11 model i ng ser vi ces f or measur i ng t he ef f ect of pot ent i al

12 cat ast r ophes, and cont i ngency pl anni ng and emer gency

13 pr epar edness . The f ocus wi l l be on ways t o mi ni mi ze t he l oss of

14 l i f e and pr oper t y and t o cont i nue pr ovi di ng vi t al publ i c

15 ser vi ces .

16

	

3 .

	

Envi r onment al I mpai r ment Li abi l i t y Reduct i on

17

	

PERT wi l l ser ve as a t echni cal r esour ce I nst i t ut e and di r ect

18 pr ovi der of ser vi ces ai med at r educi ng t he r i sks of envi r onment al

19

	

i mpai r ment .

	

Thi s . wi l l i ncl ude desi gni ng EI L r educt i on pr ogr ams,

20 pr ovi di ng di r ect t echni cal assi st ance and ser vi ng as a condui t

21 and cat al yst f or accessi ng cost - ef f ect i ve pr i vat e ser vi ces .

22 Pr obabl e EI L r i sks t o be addr essed i ncl ude :

23

	

- -

	

hazar dous mat er i al s handl i ng ;

24

	

- -

	

asbest os and l ead abat ement ;

25

	

- -

	

l andf i l l cl osur e and moni t or i ng

26

	

- -

	

new l andf i l l desi gn and, f undi ng ;

27

	

- -

	

publ i c wast e st r eam r educt i on pr ogr ams ;
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-

	

i nci ner at or ash di sposal ;

- -

	

chemi cal use, st or age and di sposal ;

- -

	

cont ami nat ed t ax- deeded pr oper t i es ; and

- -

	

publ i c wast e st r eam r educt i on pr ogr ams .

Ser vi ces t hat coul d be avai l abl e i ncl ude :

Set t l ement Agr eement

exposur e anal ysi s so publ i c ent i t i es can det er mi ne

pr obl ems t hat may ar i se f r om pr evi ous act i vi t i es ;

devel opment of st andar d pol i ci es and pr ocedur es

r egar di ng envi r onment al i ssues ;

pr e- l oss l egal assi st ance t o i dent i f y and under st and

envi r onment al l aws and r egul at i ons t hat may i mpact

publ i c ent i t y l i abi l i t y exposur es ;

- -

	

post - l oss l egal ser vi ces shoul d a l oss occur ;

- -

	

pr e- l oss engi neer i ng ( pr event i on) ; and

- -

	

post - l oss emer gency act i on pl ans, such as r emedi at i on

( cl ean up) of owned pr oper t y and mi t i gat i on of

l i abi l i t y t o t hi r d par t i es .

Thi s pr ogr am shoul d pr ovi de t echni cal r esour ces not r esi dent

i n most publ i c ent i t i es and f undi ng not easi l y i ncl uded i n annual

budget appr opr i at i ons . Emphasi s shoul d be on r educi ng t he

pot ent i al cost of t hose envi r onment al i mpai r ment l i abi l i t i es t hat

cannot be t r ansf er r ed t hr ough cont r act .

4 .

	

I nsur ance Tr ai ni ng &Educat i on For smal l

or gani zat i ons

PERI wi l l devel op a t r ai ni ng and educat i on pr ogr am f or smal l

publ i c ent i t i es t hat ar e st i l l heavi l y dependent upon commer ci al

l i abi l i t y i nsur ance cover ages . Var i ous modul es of t r ai ni ng and
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educat i on wi l l al so be made avai l abl e t o smal l busi ness and

pr i vat e non- pr of i t or gani zat i ons wi t h si mi l ar needs . The obj ect

wi l l be t o pr oduce mor e educat ed i nsur ance consumer s . Exampl es

of t opi cs woul d i ncl ude :

- -

	

Descr i pt i on of l i abi l i t y i nsur ance cover ages gener al l y

needed by :

- -

	

Publ i c ent i t i es

- ~

	

Pr i vat e non- pr of i t ent i t i es

- -

	

Smal l busi nesses ;

Met hods of secur i ng cover ages :

- -

	

f r om i nsur ance agent s and br oker s

- -

	

f r om di r ect - wr i t er s

- -

	

f r om associ at i on- sponsor ed and ot her gr oup

pr ogr ams

- -

	

Agent / br oker sel ect i on and compensat i on ;

- -

	

Met hods of sol i ci t i ng i nsur ance pr oposal s ;

- -

	

compet i t i ve bi ds ;

- - pr e- qual i f i cat i on ;

- -

	

How t o pr epar e bi d speci f i cat i ons ;

- -

	

How t o compar e al t er nat i ve quot es ;

- -

	

Under st andi ng pol i cy l anguage ; and

- -

	

Under st andi ng pol i cyhol der r i ght s .

5 .

	

Publ i c Li abi l i t y Resour ce Cent er

PERI woul d assembl e and mai nt ai n a per manent publ i c

l i abi l i t y r esour ce cent er cont ai ni ng r el evant publ i cat i ons,

r esear ch mat er i al s devel oped, and t r ai ni ng ai ds i n t he f ol l owi ng

ar eas :
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1

	

- -

	

Law enf or cement l i abi l i t y ;

2

	

- -

	

Envi r onment al l i abi l i t y ;

3

	

- -

	

Emer gency r esponse and pr epar edness ;

4

	

- -

	

Empl oyment l i abi l i t y i ssues ;

5

	

- -

	

Ci vi l r i ght s vi ol at i ons and l i abi l i t y under f eder al

6

	

l aw;

	

'

7

	

- -

	

Zoni ng and l and use ; and

8

	

- -

	

I nsur ance pur chasi ng .

9

	

These mat er i al s woul d be made r easonabl y avai l abl e t o publ i c

10 ent i t y r epr esent at i ves at no char ge . Techni cal r esear ch

12 11cl ear i nghouse f unct i ons of exi st i ng r esear ch r eposi t or i es have

13

	

been exhaust ed .

	

Ext ensi ve r esear ch assi st ance may be pr ovi ded on

14 a f ee f or ser vi ce basi s . Coor di nat i on wi t h t he PRI MA

15 cl ear i nghouse woul d be r equi r ed .

16

	

B .

	

Demonst r at i on Gr ant Pr ogr ams

17

	

I n addi t i on t o t he ser vi ce pr ogr ams descr i bed above, PERI

18 shal l admi ni st er a pr ogr am of demonst r at i on gr ant s . The

19 obj ect i ves of t he gr ant pr ogr am ar e t o st i mul at e f r esh and

20 cr eat i ve t hi nki ng, gener at e or i gi nal r esear ch and pr act i cal

21 appl i cat i ons of r esear ch, and mai nt ai n vi br ancy i n PERI

22 pr ogr ammi ng . PERI shal l awar d at l east $6, 000, 000 i n gr ant s over

23 i t s . f i r st t en year s of exi st ence . . PERI ' s Boar d of Di r ect or s

24 shal l det er mi ne t he appr opr i at eness of any such gr ant s and may

25 det er mi ne t he l evel of gr ant s t o be awar ded i n any gi ven year , or

26 t hat no gr ant s be awar ded i n any gi ven year .

27

	

1 .

	

El i gi bi l i t y f or Demonst r at i on Gr ant s
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Any per son or or gani zat i on woul d be el i gi bl e t o appl y f or

gr ant s . Exampl es of possi bl e appl i cant s i ncl ude :

I ndi vi dual publ i c ent i t i es and publ i c ent i t y pool s ;

Non- pr of i t associ at i ons r epr esent i ng publ i c ent i t i es

and pr i vat e hon- pr of i t or gani zat i ons t hat i ncl ude r i sk

management and l i abi l i t y cost r educt i on act i vi t i es i n

t hei r mi ssi on ;

- -

	

Non- pr of i t associ at I ons- t hat pr omot e r i sk management ,

l i abi l i t y cost r educt i on, or i nsur ance consumer

educat i on ;

Accr edi t ed col l eges and uni ver si t i es wi t h r i sk

management depar t ment s or maj or cur r i cul um on t he

subj ect ; and

Pr i vat e i ndi vi dual s or ent i t i es such as :

Col l ege pr of essor s

Agent s and br oker s

Consul t i ng f i r ms .

2 .

	

Cr i t er i a f or Awar di ng Gr ant s

The Boar d of Di r ect or s wi l l eval uat e gr ant appl i cat i ons

usi ng cr i t er i a such as :

- -

	

whet her t he pr oj ect i s r el at ed t o t he management of

l i abi l i t y r i sks ;

- -

	

whet her t he pr oj ect wi l l benef i t not j ust t he appl - i cant

but wi l l al so pr ovi de a l ever aged and l ong t er m benef i t

t o . ot her per sons and or gani zat i ons ;

whet her money i s not ot her wi se r eadi l y avai l abl e f or

t he pr oj ect ;
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whet her t he pr oj ect i s cl osel y l i nked t o t he mi ssi on of

PERI ; and

whet her t he pr oj ect may pr oduce ongoi ng r evenue f or

P$RI .

The pr oj ect s f or whi ch t he gr ant f undi ng i s t o be used must

be appl i cabl e t o one of PERI ' s f i ve maj or pr ogr am ar eas and wi l l

become par t of t he publ i c domai n .

3 .

	

Gr ant Appr oval Pr ocess

Demonst r at i on gr ant s woul d be awar ded by PERTs Boar d of

Di r ect or s af t er a r evi ew and eval uat i on pr ocess . Advi sor y

commi t t ees shal l be cr eat ed and ut i l i zed as par t of t he gr ant

awar d pr ocess .

C.

	

Met hods of Del i ver i ng ser vi ce Pr ogr ams

PERI may use a var i et y of met hods t o del i ver i t s ser vi ces .

PERI shal l f i r st at t empt t o f i nd exi st i ng del i ver y met hods bef or e

cr eat i ng new del i ver y syst ems . Exampl es of possi bl e met hods ar e

out l i ned bel ow:

- -

	

cl assr oom- st yl e t r ai ni ng at t he PERI t r ai ni ng f aci l i t y ;

- -

	

on- si t e t r ai ni ng at par t i ci pant s' wor k l ocat i ons ;

- -

	

pr epar at i on and di st r i but i on of pr oduct s such as

comput er sof t war e, i nt er act i ve comput er pr ogr ams,

vi deos, and a l i mi t ed use of manual s and publ i cat i ons ;

di r ect pr ovi si on of envi r onment al ser vi ces by t echni cal

pr of essi onal s at par t i ci pant s' wor k l ocat i ons ;

pr epar at i on of educat i onal cur r i cul um and mat er i al s f or

use by t r ai ner s and t r ai ni ng " l eader s" or " educat or s"

( t hose i ndi vi dual s who wi l l pr ovi de di r ect t r ai ni ng t o
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ul t i mat e r eci pi ent s of t he ser vi ces) ; and

- - devel opment of speci al i zed t r ai ni ng and educat i onal

modul es f or smal l ent i t i es t o be del i ver ed by PERI or

t hr ough ot her associ at i ons t o t hei r const i t uenci es .

I I I .

	

Gover nance and Pol i cy Maki ng .

A.

	

Boar d of Di r ect or s

PERI wi l l be gover ned by a f i ve member Boar d of Di r ect or s,

compr i sed of t hr ee r epr esent at i ves f r om t he publ i c sect or , one

f r om t he pr i vat e sect or , and one f r om t he pr i vat e non- pr of i t

sect or . Sel ect i on' of t he di r ect or s f r om each sect or shal l be

made as f ol l ows :

Publ i c Sect or ( 3) - The i ni t i al publ i c sect or

r epr esent at i ves shal l be sel ect ed by t he At t or neys Gener al

r epr esent i ng t he pl ai nt i f f st at es i n consul t at i on wi t h

PRI MA, NLC, I CMA and NACO. Ther eaf t er r epl acement s f or t he

i ni t i al publ i c sect or boar d member s wi l l be sel ect ed by t he

Boar d as set f or t h i n t he byl aws t o be devel oped . Such

byl aws shal l pr ovi de f or par t i ci pat i on i n t he nomi nat i on

pr ocess by or gani zat i ons r epr esent i ng publ i c sect or r i sk

management i nt er est s .

Pr i vat e Sect or ( 1) - The i ni t i al pr i vat e sect or

r epr esent at i ve shal l be nomi nat ed by t he Boar d of Di r ect or s

of t he Ri sk and I nsur ance Management Soci et y and sel ect ed by

t he at t or neys r epr esent i ng t he pr i vat e pl ai nt i f f s .

Ther eaf t er , r epl acement of t he i ni t i al pr i vat e sect or boar d

member wi l l be . sel ect ed by t he Boar d as set f or t h i n t he

byl aws t o be devel oped . Such byl aws shal l pr ovi de f or
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par t i ci pat i on i n t he nomi nat i on pr ocess by or gani zat i ons

r epr esent i ng pr i vat e sect or r i sk management i nt er est s .

Pr i vat e Non- Pr of i t s ( 1) - The i ni t i al pr i vat e non-

pr of i t r epr esent at i ve shal l be sel ect ed by t he At t or neys

Gener al r epr esent i ng t he Pl ai nt i f f St at es i n consul t at i on

wi t h t he Non- Pr of i t Ri sk Management Cent er . Ther eaf t er

r epl acement s f or t he i ni t i al pr i vat e non- pr of i t boar d member

wi l l be sel ect ed by t he Boar d as set f or t h i n t he byl aws t o .

be devel oped . Such byl aws shal l pr ovi de f or par t i ci pat i on

i n t he nomi nat i on pr ocess by or gani zat i ons r epr esent i ng

pr i vat e non- pr of i t r i sk management i nt er est s .

Ter ms of of f i ce shal l be t wo year s, but t he byl aws may al l ow

t he st agger i ng of t er ms .

B .

	

Advi sor y Commi t t ees

Ther e wi l l be advi sor y commi t t ees est abl i shed t o pr ovi de

pol i cy and pr ogr am advi ce t o t he Boar d of Di r ect or s . Each

commi t t ee wi l l be chai r ed by a member of t he Boar d . Ot her

commi t t ee member s wi l l be per sons not ser vi ng on t he Boar d and

who ar e exper t s i n t he r el evant subj ect ar ea .

	

Exampl es of

appr opr i at e advi sor y commi t t ees ar e out l i ned bel ow:

- - I nt er - Or gani zat i on- Coor di nat i on Commi t t ee : Member s t o

be r epr esent at i ves of exi st i ng r i sk management

or gani zat i ons who ar e i n a . posi t i on t o advi se PERT s

boar d as t o met hods t o f aci l i t at e syner gy and

ef f i ci ency i n t he devel opment and coor di nat i on of PERI

pr ogr ammi ng wi t h t hat of exi st i ng or gani zat i ons .

Li abi l i t y Lo_ss_ Pr event i on and cont r ol Commi t t ee :
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Member s t o be l oss cont r ol pr of essi onal s empl oyed by

publ i c and pr i vat e or gani zat i ons as wel l as l oss

cont r ol exper t s empl oyed by cont r act ual ser vi ce

pr ovi der s such as i nsur ance br oker s and t hi r d par t y

admi ni st r at or s .

- -

	

Cat ast r ophe Management Commi t t ee : Member s t o be

per sons exper t i n pr oper t y management , cont i ngency

pl anni ng, comput er model i ng of cat ast r ophi c event s,

pr oper t y i nsur ance .

- -

	

Envi r onment al Li abi l i t y Commi t t ee : Member s t o be

envi r onment al engi neer s, publ i c wor ks di r ect or s,

l andf i l l oper at or s, and ot her s wi t h exper t i se i n

envi r onment al l i abi l i t y r i sks and i nsur ance .

- -

	

I nsur ance Consumer Tr ai ni ng Commi t t ee : Member s t o be

r epr esent at i ves f r om smal l t o medi um si ze pr i vat e

sect or busi nesses and non- pr of i t or gani zat i ons t hat do

not have f ul l t i me r i sk management and i nsur ance

pr of essi onal s .

Thi s advi sor y commi t t ee st r uct ur e wi l l channel exper t

vol unt eer t al ent i nt o t he PERI pr ogr ammi ng and pol i cy maki ng .

PERI st af f . can wor k wi t h t he commi t t ees t o f or mul at e speci f i c

r ecommendat i ons f or Boar d act i on . The commi t t ee st r uct ur e shoul d

al so hel p t o f ost er a sense of ef f i cacy among t he PERI

const i t uency .

I V . Management and St af f i ng

PERI wi l l empl oy an Execut i ve Di r ect or and a f ul l t i me

pr of essi onal and suppor t st af f t o car r y out i t s mi ssi on . PERI

and
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' i nt ends t o hi r e per sons who ar e exper t s i n' t hei r r espect i ve

f i el ds and who have st r ong t r ai ni ng and/ or i nt er per sonal ski l l s .

PERI ' s Boar d of Di r ect or s shal l det er mi ne appr opr i at e st af f i ng

l evel s . Al so, PERI wi l l seek t o empl oy st af f who have bot h

st r ong publ i c ser vi ce and ent r epr eneur i al spi r i t .

V. Cr eat i on of t he Publ i c Ent i t y Ri sk I nst i t ut e

The Publ i c Ent i t y Ri sk I nst i t ut e shal l be cr eat ed by a

commi t t ee made up of t wo- t hi r ds st at e pl ai nt i f f s' at t or neys and

one- t hi r d pr i vat e pl ai nt i f f s' at t or neys ( t he " St eer i ng

Commi t t ee" ) , st at e pl ai nt i f f r epr esent at i ves t o be sel ect ed by

t he st at e pl ai nt i f f s' at t or neys and pr i vat e pl ai nt i f f

r epr esent at i ves t o be sel ect ed by t he pr i vat e pl ai nt i f f s'

at t or neys . St eer i ng Commi t t ee r epr esent at i ves shal l ser ve

wi t hout f ee, except t hat t hey may, as ot her wi se per mi t t ed by l aw,

be r ei mbur sed f or r easonabl e out - of - pocket expenses . The

St eer i ng Commi t t ee may spend set t l ement money dedi cat ed f or t he

est abl i shment and oper at i on of PERI f or al l r easonabl e expenses

r equi r ed f or PERI ' s cr eat i on . . The St eer i ng Commi t t ee shal l hi r e

consul t ant s, i ncl udi ng l egal , account i ng, management and

subst ant i ve consul t ant s, t o assur e t hat PERI i s cr eat ed

appr opr i at el y and consi st ent wi t h l aw, i t s mi ssi on and t he

r equi r ement s of t he set t l ement . The St eer i ng Commi t t ee and i t s

consul t ant s shal l endeavor t o consul t wi t h exi st i ng r i sk

management or gani zat i ons r egar di ng PERI ' s st r uct ur e and cr eat i on,

but al l deci si ons r egar di ng PERI ' s st r uct ur e and cr eat i on shal l

be made by t he St eer i ng Commi t t ee as set f or t h her ei n . The

St eer i ng Commi t t ee shal l t ake al l appr opr i at e act i ons t o cr eat e
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Ar t i cl es of I ncor por at i on and By- Laws, as wel l as al l appr opr i at e

t r ust document s and t ax f i l i ngs, . The St eer i ng Commi t t ee shal l

have t he power t o cont r ol and expend t he set t l ement f unds

consi st ent wi t h i t s aut hor i t y . The St eer i ng Commi t t ee shal l have

t he power t o det er mi ne t he manner and t i mi ng of t he t r ansf er of

deci si onal aut hor i t y f r om i t sel f t o t he i ni t i al Boar d of

Di r ect or s . Once t he t r ansf er of deci si onal aut hor i t y f r om t he

St eer i ng Commi t t ee t o t he i ni t i al Boar d of Di r ect or s i s

compl et ed, t he St eer i ng commi t t ee wi l l cease t o exi st and al l

deci si ons r egar di ng PERI - shal l be made by t he Boar d, consi st ent

wi t h i t s aut hor i t y and PERI ' s gover ni ng document s . Member s of

t he St eer i ng Commi t t ee shal l be hel d har ml ess by PERI and

i ndemni f i ed by t he set t l ement f unds f or any and al l l i abi l i t y

ar i si ng f r om t hei r r ol e as a member of t he St eer i ng Commi t t ee .
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ATTACHI +i ENT D

MEMORANDUM OF AGREEMENT

Wher eas, t he At t or neys Gener al of t he St at es of Al abama,

Al aska, Ar i zona, Cal i f or ni a, Connect i cut , Col or ado, Fl or i da, :

Loui si ana, Mar yl and, Massachuset t s, Mi chi gan, Mi nnesot a, Mont ana, ;

New Jer sey, New Yor k, Ohi o, Pennsyl vani a, Washi ngt on, West Vi r gi ni a

and Wi sconsi n ( " St at e Pl ai nt i f f s" ) have br ought act i ons on behal f

of t hei r r espect i ve st at e and l ocal gover nment al ent i t i es, i n t he

Uni t ed St at es Di st r i ct Cour t f or t he Nor t her n Di st r i ct of

Cal i f or ni a, col l ect i vel y ent i t l ed I n r e I nsur ance Ant i t r ust

Li t i gat i on , C- 88- 1688 ; and .

	

I

Wher eas, t he St at e Pl ai nt i f f s have ent er ed i nt o a Set t l ement

Agr eement wi t h cer t ai n def endant s ( " London def endant s" ) r equi r i ng

sai d def endant s t o pay t he St at e Pl ai nt i f f s t he sum of $5, 200, 000

f or t he devel opment and i mpl ement at i on of a r i sk dat a base pl an

speci f i cal l y desi gned t o col l ect and make accessi bl e l oss dat a of

a t ype and i n a f or m usef ul t o muni ci pal i t i es and ot her l ocal

gover nment ent i t i es ( " dat abase pr oj ect " ) ; and

Set t l ement Agr eement

r epr esent at i ves of nat i onal and r egi onal

and publ i c ent i t y r i sk pool s

par t i ci pat e i n and cont r i but e

devel opment and

Wher eas,

or gani zat i ons of l ocal gover nment s

have i ndi cat ed t hei r wi l l i ngness t o

t i me and i nf or mat i on r esour ces

i mpl ement at i on of t he dat abase pr oj ect ; and

	

.

Wher eas . , based, on exper t appr ai sal of t he ent er pr i se, St at e

Pl ai nt i f f s bel i eve t he f undi ng i s adequat e t o est abl i sh t he

dat abase pr oj ect on a sel f - suppor t i ng basi s wi t hi n sever al year s ;

Now, t her ef or e, t he St at e Pl ai nt i f f s have det er mi ned t hat t he

f ol l owi ng pr ocedur es f or di sbur sement and management of t he

t he
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Counci l .

Set t l ement Agr eement

set t l ement f unds so r ecei ved wi l l best enabl e t hem t o accompl i sh

t hei r agr eed- on pur pose .

I .

	

THE DATABASE PROJECT COUNCI L

A Dat abase Pr oj ect Counci l ( t he " Counci l " ) shal l be

est abl i shed . t o gover n t he devel opment of t he dat abase pr oj ect t o

mat ur i t y, as f ol l ows :

A. Composi t i on . The Counci l shal l be composed of seven
i .

member s, t o be appoi nt ed by St at e Pl ai nt i f f s upon f i nal Cour t

appr oval of t he set t l ement . Sai d i ndi vi dual s wi l l have subst ant i al

exper i ence wi t h publ i c ent i t y r i sk management and a demonst r at ed

al l egi ance t o al l evi at i ng t he r i sk management pr obl ems of t he

publ i c sect or . Counci l member s wi l l act on behal f of t he St at e

Pl ai nt i f f s .

A r epr esent at i ve of t he St at e Pl ai nt i f f s may ser ve as an ex

of f i ci o member of t he Counci l .

To i nsur e cont i nui t y i n t he Counci l ' s wor k, each Counci l

member shal l desi gnat e an al t er nat e r epr esent at i ve .

Any vacancy ar i si ng on t he Counci l shal l be f i l l ed by

t he r emai ni ng Counci l member s .

B .

	

Deci si onmaki nct . Each Counci l member shal l have one vot e .

The member s shal l have co- equal aut hor i t y i n al l deci si ons of t he

The Counci l member s may desi gnat e of f i cer s as needed and

del egat e appr opr i at e power s t o t hem; however , no f unds shal l be

expended or pur chases made i n amount s exceedi ng $5, 000 unl ess such

expendi t ur es and pur chases have been appr oved by a maj or i t y of

Counci l member s .

The busi ness of t he Counci l shal l be conduct ed i n accor dance
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wi t h Rober t s Rul es of Or der , as such r ul es- may be r evi sed f r om t i me

t o t i me, i nsof ar as such r ul es ar e not i nconsi st ent wi t h or i n

conf l i ct wi t h t hi s Memor andum of Agr eement or wi t h pr ovi si ons of

l aw.

C . Dut i es and Aut hor i t y . The Counci l shal l have f i nal

aut hor i t y t o di sbur se t he money - cont ai ned - i n t he Dat abase Pr oj ect

Fund r ef er r ed t o i n sect i on 3 . b . of t he Set t l ement Agr eement and

t o , make al l necessar y deci si ons f or t he management and

admi ni st r at i on of t he act i vi t i es f or whi ch money has been di sbur sed

f r om t he Dat abase Pr oj ect Fund . The Counci l may t ake what ever

act i ons i n i t s di scr et i on i t det er mi nes ar e necessar y t o ef f ect uat e

t he pur poses of t he Set t l ement Agr eement and t he Obj ect i ves

descr i bed i n sect i on 11 of t hi s Memor andum of Agr eement . I t i s

expect ed t hat t he Counci l wi l l t ake t he f ol l owi ng act i ons t o

accompl i sh t hese pur poses :

1 .

	

Super vi se t he admi ni st r at i on of t he Dat abase Pr oj ect

Fund and di sbur se money wher e necessar y f r om i t ;

2 . Cont r act wi t h, di r ect and over see t he wor k of

t echni cal consul t ant s i n f ur t her ance of t he dat abase pr oj ect and

t he obj ect i ves descr i bed bel ow . The Counci l i s ur ged, but not

r equi r ed, t o make use of t he exper t i se of t he consul t ant s empl oyed

by t he St at e Pl ai nt i f f s and t he London Def endant s i n r eachi ng t he

Set t l ement Agr eement ;

	

.

3 .

	

` Negot i at e f or and pur chase such t echnol ogy ser vi ces

and equi pment as ar e . sui t abl e f or t he dat a base pr oj ect ;

Est abl i sh of f i ces, cr eat e mai l i ng l i st s, i ssue pr ess

r el eases, and t ake ot her act i ons t o devel op a busi ness i dent i t y i n

f ur t her ance of t he dat a base pr oj ect ;

4 .
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5 . Devel op or ot her wi se acqui r e dat a sour ces, dat a

codes, dat a r et r i eval met hods and ot her i nt el l ect ual pr oper t y ;

6 . Appoi nt and convene meet i ngs of t echni cal or

advi sor y commi t t ees of qual i f i ed i ndi vi dual s, r epr esent i ng bot h

publ i c sect or and pr i vat e sect or or gani zat i ons, as needed ;

7 . Make gr ant s t o publ i c agenci es t o pr omot e t hei r

par t i ci pat i on i n t he dat a base pr oj ect ;

8 .

	

Cooper at e t o t he ext ent f easi bl e wi t h t he Publ i c

Ent i t y Ri sk I nst i t ut e i n i mpl ement i ng pr ogr ams of mut ual benef i t ;

9 .

	

Det er mi ne appr opr i at e compensat i on f or Counci l and

subcommi t t ee act i vi t i es, pr ovi ded, however , t hat no member of t he

Counci l or commi t t ees, wher e such member i s an f ul l - t i me empl oyee

of a publ i c agency, shal l r ecei ve wages or sal ar y f r om t he Dat abase

Pr oj ect Fund f or hi s/ her ser vi ces ; and

10 . Take ot her act i ons deemed necessar y or appr opr i at e

by t he Counci l .

D .

	

Recor d Keepi ng and Repor t i ng .

The Counci l shal l meet as of t en as necessar y.

	

Summar y mi nut es

of t he meet i ngs shal l be kept and made avai l abl e t o t he Cour t and

t o t he St at e Pl ai nt i f f s upon r easonabl e not i ce .

The Counci l shal l make wr i t t en or or al pr ogr ess and

expendi t ur e r epor t s at l east annual l y t o t he Cour t and t he St at e

Pl ai nt i f f s . ' .

I I . PUBLI C ENTI TY RI SK I NFORMATI ON OBJECTI VES

The Counci l shal l be gui ded, by t he pr i mar y obj ect i ve of

assi st i ng publ i c ent i t i es, especi al l y sel f - i nsur ed publ i c ent i t i es,

t o under st and, t r ack, and bet t er cont r ol t or t l i abi l i t y, wor ker s

compensat i on and ot her r el at ed r i sks of per f or mi ng publ i c ser vi ces .
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The pr i mar y means by whi ch t he Counci l wi l l seek t o accompl i sh t hi s

obj ect i ve i s t hr ough i nst i t ut i ng dat a col l ect i on, compi l at i on,

anal ysi s and di ssemi nat i on on a nat i onal , st at ewi de and r egi onal

basi s of wor ker compensat i on and l i abi l i t y l oss i nf or mat i on f or

speci f i c t ypes of publ i c ent i t i es ( e . g . ci t i es, , count i es, school

di st r i ct s, t r ansi t syst ems, wat er di st r i ct s and ot her speci f i c

speci al di st r i ct s) . The Counci l shal l at t empt t o assur e t hat t he

benef i t s of such act i vi t y i nur e per manent l y t o publ i c ent i t i es by

bui l di ng a dat a base f aci l i t y or oper at i on t hat can suppor t i t sel f ,

once est abl i shed, t hr ough r easonabl e member shi p f ees, sal es of dat a

r epor t s, or ot her mar ket means .

I I I . TERMI NATI ON OF MEMORANDUM OF AGREEMENT

A .

	

Thi s Memor andum of Agr eement t er mi nat es f our year s f r om

t he dat e of f i nal appr oval of t he Set t l ement Agr eement and

Judgment , or upon expendi t ur e of al l f unds al l ocat ed t o t he l'

dat abase pr oj ect , whi chever occur s f i r st , or at any t i me set by

or der of t he Cour t .

B . The Counci l ' s wor k shal l be deemed compl et ed upon a

f i ndi ng by t he Counci l t hat : ( 1) t he dat a base pr oj ect i s capabl e

of suppor t i ng i t sel f f or t he f or eseeabl e f ut ur e t hr ough member shi p

f ees, sal es of dat a r epor t s, or ot her mar ket means, and ( 2) t he

act ual or pot ent i al benef i t s of t he dat a base pr oj ect r each t he

l ar gest number and br oadest r ange of publ i c ent i t i es f easi bl e gi ven

t he l i mi t s of f unds avai l abl e . Upon compl et i on of i t s wor k, t he'

Counci l shal l r ecommend t o t he St at e Pl ai nt i f f s t he t r ansf er t o one

or mor e appr opr i at e publ i c agenci es or non- pr of i t cor por at i ons

cr eat ed t o ser ve publ i c agenci es, al l moni es r emai ni ng i n t he

Dat abase Pr oj ect Fund and al l ot her asset s, t angi bl e and
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i nt angi bl e,

	

cr eat ed under t he t er ms of t hi s Memor andum of

Agr eement . The ent i t i es pot ent i al l y qual i f i ed t o r ecei ve such

asset s may i ncl ude, but not be l i mi t ed t o, ent i t i es whose

r epr esent at i ves have ser ved on t he Counci l , or whi ch may be

expr essl y cr eat ed by Counci l member s f or t he pur pose of

per pet uat i ng t he obj ect i ves of t hi s Memor andum of Agr eement .

I V . G) ENERAL

A.

	

Thi s Memor andum of Agr eement may be amended by agr eement

among t he St at e Pl ai nt i f f s wher e t he St at e Pl ai nt i f f s det er mi ne an

amendment i s necessar y t o accompl i sh t he publ i c ent i t y r i sk

i nf or mat i on obj ect i ves .

B . Not hi ng i n t hi s Memor andum of Agr eement shal l be

const r ued as obl i gat i ng t he St at e Pl ai nt i f f s, t hei r of f i cer s,

agent s or empl oyees, t o expend any f unds i n excess of or apar t f r om

t he Dat abase Pr oj ect Fund .

C . No l i abi l i t y i s assumed by t he St at e Pl ai nt i f f s f or

act i ons t aken by t he Counci l .
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ATTACHMENT E

I N THE UNI TED STATES DI STRI CT COURT
FOR THE NORTHERN DI STRI CT OF CALI FORNI A

( CAL)

NOTI CE OF PENDENCY OF CLASS ACTI ON
AND PROPOSED SETTLEMENT AND HEARI NG

TO THE PURCHASERS OF COMMERCI AL GENERAL LI ABI LI TY I NSURANCE THAT
ARE MEMBERS OF THE " SETTLEMENT CLASSES" DESCRI BED HEREI N :

PLEASE READ THI S NOTI CE CAREFULLY AND I N I TS ENTI RETY . YOUR
LEGAL RI GHTS WI LL BE AFFECTED BY LEGAL PROCEEDI NGS I N THI S
LI TI GATI ON .

THI S NOTI CE AND THE SETTLEMENT DESCRI BED HEREI N DO NOT
AFFECT ANY RI GHTS YOU MAY HAVE UNDER POLI CI ES OF I NSURANCE
ACTUALLY PURCHASED BY OR FOR YOU.

Thi s Not i ce i s gi ven pur suant t o Rul e 23 of t he Feder al

Rul es of Ci vi l Pr ocedur e and pur suant t o or der of t he Uni t ed

St at es Di st r i ct Cour t f or t he Nor t her n Di st r i ct of Cal i f or ni a

( " t he Cour t " ) . The pur pose of t hi s Not i ce i s t o i nf or m you t hat :

( a) cl asses of whi ch you may be a member have been condi t i onal l y

cer t i f i ed f or consi der at i on of a pr oposed set t l ement , ( b)

Set t l ement Agr eement ( " Agr eement " ) , whi ch pr ovi des f or i nj unct i ve

r el i ef and t he f undi ng of cer t ai n i nsur ance and r i sk management

pr oj ect s i nt ended t o benef i t cl ass member s, and di smi ssal of t he

above- capt i oned act i ons ( " Act i ons" ) , was ent er ed i nt o on Januar y

Set t l ement Agr eement
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12, 1995, and submi t t ed t o t he Cour t f or i t s appr oval , and ( c) a

hear i ng on t he f ai r ness, r easonabl eness and adequacy of t he

pr oposed set t l ement wi l l be hel d on Mar ch

	

, 1995, i n Cour t r oom

i n t he Uni t ed St at es Cour t house, 450 Gol den Gat e Avenue,

San Fr anci sco, Cal i f or ni a 94102 .

Thi s Not i ce i s not t o be const r ued i n any way as an

expr essi on of opi ni on by t he Cour t as t o t he mer i t s of any of t he

cl ai ms or def enses asser t ed by any par t y t o t hi s l i t i gat i on .

SETTLEMENT CLASSES_

The

pur poses

Cour t has condi t i onal l y cer t i f i ed f or set t l ement

onl y t he f ol l owi ng Set t l ement Cl asses :

The Pr i vat e Pl ai nt i f f s Set t l ement Cl ass i s composed of al l
per sons or ent i t i es t hat pur chased or at t empt ed t o pur chase
commer ci al gener al l i abi l i t y i nsur ance ; commer ci al gener al
l i abi l i t y excess and umbr el l a i nsur ance, envi r onment al

i mpai r ment l i abi l i t y i nsur ance, or package pol i ci es
i ncl udi ng any of t hese cover ages f r om any def endant or ot her
i nsur er or r ei nsur er f or Uni t ed St at es- si t ed r i sks f r om
Januar y 1, 1984 t hr ough December 31, 1991 . Thi s cl ass shal l
i ncl ude al l gover nment al ent i t i es i n and of non- Pl ai nt i f f
St at es and shal l excl ude al l gover nment al ent i t i es i ncl uded
i n t he Pl ai nt i f f St at es Set t l ement Cl ass .

The Pl ai nt i f f St at es Set t l ement Cl ass i s composed of al l
gover nment al ent i t i es i n and of each of t he' St at es of
Al abama, Al aska, Ar i zona, Cal i f or ni a, Col or ado, Connect i cut ,
Fl or i da, Loui si ana, Mar yl and, Massachuset t s, Mi chi gan,
Mi nnesot a, Mont ana, New . Jer sey, New Yor k, Ohi o,

Pennsyl vani a, Washi ngt on, West Vi r gi ni a and Wi sconsi n t hat
pur chased or at t empt ed t o pur chase commer ci al gener al
l i abi l i t y i nsur ance, commer ci al gener al l i abi l i t y excess and

umbr el l a i nsur ance, envi r onment al i mpai r ment . l i abi l i t y

i nsur ance or package . pol i ci es i ncl udi ng any of t hese
cover ages f r om any def endant or ot her i nsur er or r ei nsur er
f or Uni t ed St at es- si t ed r i sks f r om Januar y 1, 1984 t hr ough

December 31, 1991 .
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DESCRI PTI ON__OF THE ACTI ONS

The Act i ons wer e commenced by t he f i l i ng of compl ai nt s

( , , Compl ai nt s" ) , begi nni ng i n Mar ch 1988, by t went y st at es

( " Pl ai nt i f f St at es" ) and numer ous pr i vat e pl ai nt i f f s ( " Pr i vat e

Pl ai nt i f f s" ) agai nst a gr oup of i nsur ance compani es, r ei nsur ance

compani es, under wr i t er s, br oker s, and i ndi vi dual s, a r ei nsur ance

t r ade associ at i on and an i nsur ance r at i ng and advi sor y

or gani zat i on ( col l ect i vel y, t he " Def endant s" ) , char gi ng t hem wi t h

vi ol at i ons of f eder al and st at e ant i t r ust and ot her l aws . The

Compl ai nt s seek r el i ef on behal f of var i ous al l eged cl asses f or

al l eged conspi r aci es, boycot t s, t hr eat s, i nt i mi dat i on, and ot her

coer ci ve conduct by Def endant s t o r est r i ct t he avai l abi l i t y of

cer t ai n cover ages f or Uni t ed St at es- si t ed r i sks under i nsur ance

pol i ci es f or commer ci al gener al l i abi l i t y i nsur ance, commer ci al

gener al l i abi l i t y excess and umbr el l a i nsur ance, envi r onment al

i mpai r ment l i abi l i t y i nsur ance, or package pol i ci es i ncl udi ng t he

f or egoi ng cover ages ( t he " I nsur ance Cover ages" ) dur i ng t he- per i od

Januar y 1, 1984 t hr ough December 31, 1991 ( " t he Cl ass Per i od" ) .

Pl ai nt i f f s seek i nj unct i ve r el i ef , t r ebl e damages under

f eder al and st at e ant i t r ust l aws, and ci vi l penal t i es, as wel l as

at t or neys' f ees and cost s .

Def endant s deny any wr ongdoi ng, and speci f i cal l y deny

havi ng commi t t ed any vi ol at i on of any l aw, and deny t he exi st ence

of any cl ass except f or pur poses of t hi s set t l ement , asser t

cer t ai n af f i r mat i ve def enses and deny any l i abi l i t y t o Pl ai nt i f f s

and any member of t he Set t l ement Cl asses .

The pr oposed set t l ement i s a compr omi se of di sput ed

Set t l ement Agr eement
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cl ai ms and does not mean t hat Def endant s have engaged i n t he act s

al l eged by t he Pl ai nt i f f s . I f appr oved, t he set t l ement wi l l

di schar ge t he Def endant s f r om any f ur t her l i abi l i t y t o t he cl ass

member s f or t he conduct al l eged .

THE PARTI ES

The Pl ai nt i f f St at es ar e t he St at es or Commonweal t hs of :

The Pr i vat e Pl ai nt i f f s ar e :

Ace Check Cashi ng, I nc .
Acme Cor r ugat ed Box Company
Anast asi os Mar kos, t / a Muni ci pal Exxon
Bay Har bor Par k Homeowner ' s Associ at i on
Bensal em Townshi p Aut hor i t y
Bi g D Bui l di ng Suppl y Cor por at i on
Car l i sl e Day Car e Cent er , I nc .
Car mel l a M . " Boot s" Li ber t o, t / a R. R . Li ber t o, I nc .
Envi r onment al Avi at i on Sci ences, I nc .
Henr y L . Rosenf el d, t / a Mobi l e Check Cashi ng
Jer r y Gr ant Chemi cal Associ at es, I nc .
P & J Cast i ng Cor por at i on

The Def endant s ar e col l ect i vel y t he Domest i c Def endant s :

Aet na Casual t y and Sur et y Company
Al exander Rei nsur ance I nt er medi ar i es, I nc .
Al l st at e I nsur ance Company
CI GNA Cor por at i on
Const i t ut i on Rei nsur ance Cor por at i on
Gener al Rei nsur ance Cor por at i on
Har t f or d Fi r e I nsur ance Company
I nsur ance Company- of Nor t h Amer i ca
I nsur ance Ser vi ces Of f i ce, I nc .
Mer cant i l e & Gener al Rei nsur ance Company of Amer i ca
Nor t h Amer i can Rei nsur ance Cor por at i on

Set t l ement Agr eement
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Al aska Mar yl and Ohi o
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Col or ado Mi nnesot a West Vi r gi ni a
Connect i cut Mont ana Wi sconsi n
Fl or i da New Jer sey
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and

Pr udent i al Rei nsur ance Company
. Rei nsur ance Associ at i on of Amer i ca

Wi nt er t hur Swi ss I nsur ance Company

t he For ei gn Rei nsur er Def endant s :

PROGRESS OF THE LI TI GATI ON

Bal l ant yne, McKean & Sul l i van Li mi t ed
C. J . W. ( Under wr i t i ng Agenci es) Li mi t ed
CNA Re ( U. K. ) Lt d .
Cont i nent al Rei nsur ance Cor por at i on ( U . K
D. P . Mann Under wr i t i ng Agency Li mi t ed
Edwar ds & Payne ( Under wr i t i ng Agenci es)
Excess I nsur ance Company Li mi t ed
Janson Gr een Management Li mi t ed
Kemper Rei nsur ance London Lt d .
Lamber t Br ot her s ( Under wr i t i ng Agenci es)

London & Edi nbur gh I nsur ance Gr oup, Lt d .

Mer r et t Under wr i t i ng Agency Management

Mur r ay Lawr ence & Par t ner s
Oxf or d Syndi cat e Management Li mi t ed
Pet er N. Mi l l er

R. K . Car vi l l & Co . , Lt d .
Robi n A. G . Jackson
Ter r a Nova I nsur ance Co . , Lt d .

Thr ee Quays Under wr i t i ng Management

Uni onamer i ca I nsur ance Company, Lt d .

Lt d .

Li mi t ed

Li mi t ed

Li mi t ed

Li mi t ed

I n 1989, on Mot i ons t o Di smi ss by t he Def endant s, t he

Di st r i ct Cour t f or t he Nor t her n Di st r i ct of Cal i f or ni a di smi ssed

t he Compl ai nt s . 723 F . Supp . 464 ( N . D . Cal . 1989) . I n 1991, t he

Cour t of Appeal s f or t he Ni nt h Ci r cui t r ever sed t he Di st r i ct

Cour t . 938 F . 2d 919 ( 9t h Ci r . 1991) . The case was t hen ar gued

bef or e t he Supr eme Cour t of t he Uni t ed St at es, whi ch af f i r med i n

par t and r ever sed i n par t t he Ni nt h Ci r cui t deci si on and r emanded

t he case f or f ur t her pr oceedi ngs . 113 S . Ct . 2891 ( 1993) . Si nce

r emand, cer t ai n Pl ai nt i f f s have f i l ed Amended Compl ai nt s, and i n

di scover y pr oceedi ngs, Def endant s have pr ovi ded Pl ai nt i f f s wi t h

hundr eds of t housands of pages of document s . I n addi t i on, bef or e
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f i l i ng t hei r Compl ai nt s, cer t ai n Pl ai nt i f f St at es had engaged i n

an ext ensi ve t wo- year mul t i - st at e ant i t r ust i nvest i gat i on .

The Cour t has not cer t i f i ed any cl asses i n t hese

Act i ons, ot her t han condi t i onal l y f or set t l ement pur poses, and

has made no det er mi nat i on t hat any cl asses coul d be cer t i f i ed i f

t hese Act i ons ar e not set t l ed . I f t he set t l ement i s not

consummat ed. f pr any r eason, t he Pl ai nt i f f s woul d need t o cer t i f y

cl asses f or pur poses of pur sui ng t hi s l i t i gat i on as a cl ass

act i on .

The Cour t has not r ul ed on t he mer i t s of t he

Pl ai nt i f f s , char ges or on t he deni al s and def enses made by t he

Def endant s ( ot her t han t hose r ai sed i n t hei r Mot i ons t o Di smi ss) .

Thi s Not i ce does not i mpl y t hat t her e has been any f i ndi ng of any

vi ol at i on of t he l aw agai nst Def endant s or t hat r ecover y coul d be

had i n any amount .

Counsel f or t he Set t l ement Cl asses ( " Cl ass Counsel " )

have ent er ed i nt o t he Agr eement af t er wei ghi ng t he subst ant i al

benef i t s t hat t he member s of t he Set t l ement Cl asses wi l l r ecei ve

as a r esul t of t he set t l ement , agai nst t he pr obabi l i t i es of

success and f ai l ur e i n secur i ng any r ecover y f r om Def endant s by

Set t l ement Agr eement

means of f ur t her l i t i gat i on . Cl ass Counsel consi der i t t o be i n

t he best i nt er est s of t he Set t l ement Cl asses t hat t he Act i ons be

set t l ed. ' i n accor dance wi t h t he t er ms of t he Agr eement and bel i eve

t hat t he pr oposed set t l ement i s f ai r , r easonabl e and adequat e f or

t he Set t l ement Cl asses .

Al t hough Def endant s deny al l l i abi l i t y and t he

exi st ence of any cl asses ( ot her t han f or set t l ement . pur poses) i n

At t achment E
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t he Act i ons, Def endant s consi der .

Act i ons on t he t er ms pr oposed t o

uncer t ai nt y and i nconveni ence .

TERMS OF THE PROPOSED SETTLEMENT

The set t l ement embodi ed . i n t he Agr eement i s subj ect t o,

becomes ef f ect i ve onl y upon appr oval by t he Cour t of a f i naland

j udgment t hat i s no l onger subj ect t o di r ect appeal . . Set f or t h

bel ow i s a summar y of t he pr i nci pal t er ms and condi t i ons of t he

Agr eement . The compl et e Agr eement i s on

Cl ass Counsel , and i s avai l abl e f or your

bel ow.

The set t l ement pr ovi des

r el i ef , t he f undi ng of cer t ai n i nsur ance

pr oj ect s i nt ended t o benef i t t he cl ass member s, and payment s

cost s of l i t i gat i on and at t or neys f ees .

t he set t l ement ar e :

a .

b .

i t desi r abl e t o set t l e t he

avoi d f ur t her expense,

f i l e wi t h t he Cour t and

i nspect i on as descr i bed

f or var i ous f or ms of i nj unct i ve

and r i sk management

f or

The pr i nci pal t er ms of

The I nsur ance Ser vi ces Of f i ce, I nc . ( " I SO" ) , whi ch

i s an i nsur ance r at i ng and advi sor y or gani zat i on

now cont r ol l ed by i nsur er s, wi l l become cont r ol l ed

by a boar d of i ndependent di r ect or s char t er ed t o
be mor e r esponsi ve t o t he needs of pol i cyhol der s

and r egul at or s as wel l as i nsur er s .

The For ei gn Rei nsur er Def endant s : ( i ) wi l l be

enj oi ned f or f i ve ( 5) year s f r om agr eei ng t o

wi t hhol d r ei nsur ance cover age f or t he I nsur ance

Cover ages f or t he pur pose of coer ci ng pr i mar y

i nsur er s t o r est r i ct gener al l y t he scope of .

I nsur ance Cover ages . bei ng of f er ed i n Uni t ed St at es

mar ket s ; ( i i ) wi l l not be bound by t he 1987 LMX

Agr eement , an agr eement among cer t ai n London

r et r ocessi onal r ei nsur er s r egar di ng r ei nsur ance of

cer t ai n r i sks ; and ( i i i ) wi l l be or der ed t o cr eat e

and i mpl ement ant i t r ust compl i ance pr ogr ams .

c .

	

The r i ght of al l Def endant s t o par t i ci pat e i n t he
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d .

Set t l ement Agr eement

f or ms devel opment act i vi t i es of I SO wi l l be

r est r i ct ed f or a per i od of f i ve ( 5) year s .

Def endant s have pai d t hi r t y si x mi l l i on dol l ar s

( $36, 000, 000 . 00) i nt o an escr ow f und t hat wi l l ,

subj ect t o Cour t - appr oval , be used f or t he

f ol l owi ng pur poses :

$21, 000, 000 wi l l be used by t he Pl ai nt i f f s

f or t he devel opment and i mpl ement at i on of a
Publ i c Ent i t y Ri sk I nst i t ut e ( " PERI " ) . PERI
wi l l pr ovi de hi gh qual i t y, f or war d- l ooki ng

t r ai ni ng, educat i on and t echni cal ser vi ces t o

publ i c ent i t i es and ot her pohi cyhol der s, such

as smal l busi nesses and non- pr of i t

or gani zat i ons t hat shar e many of t he same

i nsur ance needs as publ i c ent i t i es ;

$5, 200, 000 wi l l be used by t he St at e

Pl ai nt i f f s f or t he devel opment and

i mpl ement at i on of a r i sk dat a base pl an

desi gned t o col l ect and make accessi bl e

i nsur ance l oss dat a of a t ype and i n a f or m
usef ul t o muni ci pal i t i es and ot her l ocal

gover nment ent i t i es ; and

Up t o $9, 800, 000 pl us i nt er est ear ned on t he

escr ow f und, wi l l be pai d t o r ei mbur se St at e
and Pr i vat e Cl ass Counsel f or cost s, expenses

and at t or neys f ees .

THE RI GHTS OF CLASS MEMBERS

I f you pur chased or at t empt ed t o pur chase any of t he

I nsur ance Cover ages dur i ng t he Cl ass Per i od, t her e i s not hi ng you

ar e r equi r ed t o do at t hi s t i me t o r emai n a member of one of t he

Set t l ement Cl asses . Your i nt er est s ar e bei ng r epr esent ed by t he

pl ai nt i f f cl ass r epr esent at i ves and Cl ass Counsel . You may, but

need not , ent er an appear ance i n t he l i t i gat i on t hr ough an

at t or ney of your own choi ce, but onl y at , your own expense .

	

I f

you r emai n a member of one of t he Set t l ement Cl asses, you wi l l be

bound by t he t er ms of . t he set t l ement .

Set t l ement Cl ass member s may r equest excl usi on f r om t he

Set t l ement Cl ass . I f you r equest excl usi on f r om t he Set t l ement
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Cl ass, you wi l l not be bound by t he t er ms- of t he set t l ement or

t he j udgment ent er ed by t he Cour t appr ovi ng t he set t l ement ;

ot her wi se, you wi l l not be abl e t o pur sue any cl ai ms t hat ar e

r el eased by t he set t l ement agai nst t he Def endant s .

I f you desi r e t o be excl uded f r om t he . Set t l ement Cl ass,

you must r equest excl usi on i n wr i t i ng . Your wr i t t en r equest f or

excl usi on must be post mar ked and mai l ed no l at er t han

1995 and sent t o :

	

I n r e :

	

I nsur ance Ant i t r ust

Li t i gat i on . , P . O . Box

	

, Phi l adel phi a, Pennsyl vani a 191D5-

0830 . To be val i d, a r equest f or excl usi on must be i n wr i t i ng

and must set f or t h t he f ul l name and addr ess of t he per son

seeki ng excl usi on, name and descr i pt i on of t he per son' s busi ness

( i f appl i cabl e) , and, i f r easonabl y avai l abl e, t he cal endar

year ( s) dur i ng t he Cl ass Per i od i n whi ch t he per son pur chased or

at t empt ed t o pur chase any of t he I nsur ance Cover ages, t he annual

pr emi um pai d ( i f appl i cabl e) f or any pur chases of t he I nsur ance

Cover ages dur i ng t he Cl ass Per i od, and t he annual gr oss r evenues

of t he per son' s busi ness . Pl ease wr i t e t he wor ds " Cl ass

Excl usi on Not i ce" on t he l ower l ef t cor ner of t he f r ont of t he

envel ope i n whi ch you r equest excl usi on .

Wi t hi n t hi r t y ( 30) days af t er t he deadl i ne set by t he

Cour t f or cl ass member s t o excl ude t hemsel ves f r om t he set t l ement

cl asses, t he Def endant s shal l have t he r i ght , act i ng i n good

f ai t h, t o wi t hdr aw f r om t hi s Set t l ement Agr eement , i f af t er

r easonabl e i nqui r y a maj or i t y of t he Def endant s . have concl uded

t hat t he number or cl ai ms of cl ass member s t hat have excl uded

t hemsel ves f r om t hi s set t l ement ar ea subst ant i al and excessi ve

Set t l ement Agr eement At t achment E
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por t i on of t he r el eased cl ai ms .

SETTLEMENT HEARI NG

A hear i ng wi l l be hel d i n Cour t r oom

	

of t he Uni t ed

St at es Cour t house, 450 Gol den Gat e Avenue, San Fr anci sco,

Cal i f or ni a 94102 on Mar ch

	

, 1995 ( t he " hear i ng" ) , f or t he

pur pose of det er mi ni ng whet her t he pr oposed set t l ement . i s f ai r ,

r easonabl e and adequat e and shoul d be appr oved f i nal l y by t he

Cour t and t he Act i ons di smi ssed on t he mer i t s and wi t h pr ej udi ce,

and, i f t he set t l ement i s appr oved, t he awar d t o Cl ass Counsel

f or at t or neys' f ees, cost s and expenses . The hear i ng- may be

adj our ned f r om t i me t o t i me by t he Cour t wi t hout f ur t her not i ce .

Set t l ement Cl ass member s . who do not oppose t he pr oposed

set t l ement do not need t o appear at t he hear i ng or f i l e any

paper s .

You wi l l be r epr esent ed at t he hear i ng by Cl ass Counsel

her ei naf t er i dent i f i ed i n t he Addi t i onal I nf or mat i on sect i on of

t hi s Not i ce unl ess you ent er an appear ance i n per son or t hr ough

your own counsel . As a member of t he Set t l ement Cl ass, you wi l l

not be per sonal l y r esponsi bl e f or at t or neys' f ees, cost s or

expenses except t hose of your own counsel .

At t he hear i ng, any Set t l ement Cl ass member may appear

i n per son' or by counsel and show cause . why. t he set t l ement shoul d

not be appr oved and why t hi s act i on shoul d not be di s' mi ssed on

t he mer i t s wi t h pr ej udi ce, or why t he appl i cat i on of Cl ass

Counsel f or at t or neys' f ees, cost s and expenses shoul d not be

appr oved ; such Set t l ement Cl ass member may pr esent any admi ssi bl e

Set t l ement Agr eement
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evi dence r el evant t o t he i ssues t . o be hear d, pr ovi ded t hat by

1995, such Set t l ement Cl ass member has ser ved :

( i ) a wr i t t en not i ce of i nt ent i on t o obj ect t o t he set t l ement

set t i ng f or t h t he r easons f or such obj ect i ons, and, i f

appl i cabl e, t o appear at t he hear i ng ; and ( i i ) copi es of any and

al l paper s i n opposi t i on t o t he set t l ement upon whi ch t he

obj ect i on may be based, on Def endant s' Li ai son Counsel : Raoul D.

Kennedy, Esqui r e, Cr osby, Heaf ey, Roach &, / May, 19999 Har r i son

St . , P . O. Box 2084, Oakl and, CA 94604- 2084 ; and on Co- Li ai son

Cl ass Counsel : Gui do Saver i , Esqui r e, Saver i & Saver i , One

Mar ket Pl aza, 4t h Fl oor , San Fr anci sco, CA 94105 ; and Thomas

Gr eene, Seni or Assi st ant At t or ney Gener al , 1515 K St . , Sui t e 511,

Sacr ament o, CA 94244- 2550 . I n addi t i on, such i nt ent i on t o obj ect

and al l such mat er i al s shal l be f i l ed by f i r st - cl ass mai l . , mai l ed

and post - mar ked, on or bef or e

	

, 1995, addr essed t o

t he Cl er k of t he Cour t , Uni t ed St at es Di st r i ct Cour t , Nor t her n

Di st r i ct of Cal i f or ni a, 450 Gol den Gat e Avenue, P . O . Box 36060,

San Fr anci sco, Cal i f or ni a 94102 .

	

_

Any Set t l ement Cl ass member who does not so obj ect t o

t he mat t er s not ed above shal l be deemed t o have wai ved, and shal l

be f or ever f or ecl osed f r om r ai si ng, any obj ect i on t o such

mat t er s .

EFFECT OF FI NAL_ .COURT APPROVAL.

I f t he set t l ement i s appr oved, t he Cour t wi l l ent er an

or der and j udgment di smi ssi ng t he Act i ons on t he mer i t s wi t h

pr ej udi ce and di schar gi ng Def endant s and t hei r pr esent and f or mer

Set t l ement Agr eement
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Agr eement t hat wer e, or coul d have been, asser t ed i n t he

al l eged i n t he Compl ai nt s t hat r el at ed t o t he pur chase or

at t empt ed pur chase of t he I nsur ance Cover ages dur i ng t he Cl ass

par ent s, subsi di ar i es, af f i l i at es, of f i cer s, di r ect or s, empl oyees

and agent s f r om al l cl ai ms pr i or t o and i ncl udi ng t he dat e of t he

Compl ai nt s i n t he Act i ons t hat ar ose out of , wer e i n f ur t her ance

of , or wer e r el at ed t o any of t he f act s . , mat t er s or conspi r aci es

Per i od . I n addi t i on, t o t he ext ent of t hei r par t i ci pat i on i n t he

conduct al l eged i n t he Compl ai nt s, si mi l ar r el eases wi l l be gi ven

t o t hose per sons not named as Def endant s i n t he Compl ai nt s t hat

wer e member s of RAA or Ll oyd , s of London on or pr i or t o t he dat e

of t he Agr eement . Thi s set t l ement does not af f ect any r i ght s

you may have under pol i ci es of i nsur ance act ual l y pur chased by or

f or you .

I n r el easi ng t he cl ai ms descr i bed above, each per son

accept i ng t hi s set t l ement i s awar e of § 1542 of t he Cal i f or ni a

Ci vi l Code, and wai ves and r el i nqui shes any r i ght s under t hat

sect i on . Cal i f or ni a Ci vi l Code §1542 pr ovi des :

	

" A gener al

r el ease does not ext end t o cl ai ms whi ch t he cr edi t or does not

know or suspect t o exi st i n hi s f avor at t he t i me of execut i ng

t he r el ease, whi ch i f known by hi m must have mat er i al l y af f ect ed

hi s set t l ement wi t h t he debt or . "

I F YOU ARE A MEMBER OF THE SETTLEMENT CLASS, UNLESS YOU HAVE

CHOSEN AFFI RMATI VELY TO BE EXCLUDED FROM THE CLASS, UPON COURT

APPROVAL OF THE SETTLEMENT YOU WI LL BE BOUND BY THE SETTLEMENT,

I NCLUDI NG THE JUDGMENT OF DI SMI SSAL .
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f ol l owi ng Pl ai nt i f f s' Cl ass

Pr i vat e Pl ai nt i f f s Cl ass

Counsel :

H. Laddi e Mont ague

Ber ger & Mont ague, PC
1622 Locust St .

Phi l adel phi a, PA 19103

Jer r y S . Cohen

Cohen, Mi l st ei n & Hausf el d
1401 New Yor k Ave . , NW

Sui t e 600

Washi ngt on, DC 20005

Set t l ement Agr eement

EXAMI NATI ON OF PAPERS

The f or egoi ng i s onl y a summar y of t he Act i ons, t he

cl ai ms and t he . set t l ement .

	

The Agr eement and document s

i ncor por at ed t her ei n and t he pl eadi ngs and ot her paper s f i l ed i n

t he Act i ons may be i nspect ed dur i ng nor mal busi ness hour s at t he

of f i ce of t he Cl er k of t he Cour t , Uni t ed St at es Di st r i ct Cour t ,

Nor t her n Di st r i ct of Cal i f or ni a, 450 Gol den Gat e Avenue, P . O . Box

36060, San Fr anci sco, Cal i f or ni a 94102, or dur i ng r egul ar

busi ness hour s at t he of f i ces of Co- Lead Cl ass Counsel ,

i dent i f i ed bel ow.

	

Any paper s Cl ass Counsel and . counsel f or

Def endant s shal l f i l e i n suppor t of t he set t l ement wi l l be made

avai l abl e f or i nspect i on at t he same l ocat i ons . I n addi t i on,

Cl ass Counsel shal l f i l e and make avai l abl e f or . i nspect i on t hei r

appl i cat i on f or f ees, cost s and expenses .

ADDI TI ONAL I NFORMATI ON

Al l i nqui r i es r egar di ng t hi s case, ot her t han r equest s

f or excl usi on, shoul d be addr essed i n wr i t i ng t o one of t he

Counsel :

Pl ai nt i f f St at es Cl ass'

Counsel :

Thomas Gr eene

Sr . Assi st ant At t or ney Gener al
1515 K St r eet , Sui t e 511

Sacr ament o, CA 94244- 2550
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Ni chol as E . Chi mi cl es
Chi mi cl es, Bur t & Jacobson
361 W. Lancast er Ave .
Haver f or d, PA

	

19401

Dat ed :

	

San Fr anci sco, Cal i f or ni a
Januar y ._, 1995

Cl er k of t he Uni t ed St at es
Di st r i ct Cour t f or t he
Nor t her n Di st r i ct of Cal i f or ni a

Set t l ement Agr eement

	

14

	

At t achment E



A T T A C H M E N T





l

2

3

4

5

6

ATTACHMENT F

Def endant s wi l l publ i sh a copy of t he Not i ce of Pendency

of Cl ass Act i on and Pr oposed Set t l ement and Hear i ng, as soon as

pr act i cabl e af t er pr el i mi nar y appr oval by t he Cour t , once i n t he

nat i onal edi t i ons of each of t he f ol l owi ng per i odi cal s :

Set t l ement Agr eement ATTACHMENT F

7 1 Per i odi cal Ci r cul at i on Reader shi p

8 Wal l St r eet Jour nal ( Tues . ed . ) 1, 800, 000 4, 100, 000

9 USA Today ( Fr i . ed . ) 2, 300, 000 5, 200, 000

10 New Yor k Ti mes ( Sun . ed . ) 1, 800, 000 3, 900, 000

11 Busi ness I nsur ance 52, 000 260, 000
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At t achment G .

I N THE UNI TED STATES DI STRI CT COURT
FOR THE NORTHERN DI STRI CT OF CALI FORNI A

I N RE :

	

)

I NSURANCE ANTI TRUST LI TI GATI ON
MDL No . 767
No . C 88- 1688 ( CAL)

THI S DOCUMENT RELATES TO ALL ACTI ONS

FI NAL JUDGMENT ON CONSENT

Upon consi der at i on of t he Set t l ement Agr eement dat ed Januar y

12, 1995, and t he set t l ement cont ai ned t her ei n ( t he " Set t l ement " )

and af t er hol di ng a hear i ng on Mar ch

	

, 1995, at whi ch t he

Par t i es and al l i nt er est ed Cl ass Member s wer e hear d,

I T I S on t hi s

	

day of

	

, 1995, ORDERED,

ADJUDGED AND DECREED as f ol l ows :

1 .

	

Thi s Cour t has j ur i sdi ct i on over t he subj ect mat t er of

and Par t i es t o t hi s act i on . The Compl ai nt s st at e cl ai ms agai nst

Def endant s under Sect i on 1 of t he Sher man Act , 15 U. S . C. § 1 .

2 .

	

Wi t h r espect t o t he cl ai ms set f or t h i n t he Compl ai nt s,

t he pr er equi si t es t o a cl ass act i on, set f or t h i n Fed . R . Ci v . P .

23( a) , ar e pr esent , and t he Cour t f i nds t hat t he quest i ons of l aw

and f act common t o t he member s of t he cl asses pr edomi nat e over

any quest i ons af f ect i ng onl y i ndi vi dual member s, and t hat cl ass

act i ons ar e super i or t o ot her avai l abl e met hods f or t he f ai r and

ef f i ci ent adj udi cat i on of t he cont r over sy . Accor di ngl y, sol el y

f or t he pur poses of t he Set t l ement , t hese cases shal l be

mai nt ai ned as cl ass act i ons wi t h t he Pr i vat e Pl ai nt i f f s and t he

Set t l ement Agr eement
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Pl ai nt i f f St at es r espect i vel y ser vi ng as t he r epr esent at i ves of

t he cl asses def i ned as f ol l ows :

a .

	

The Pr i vat e Pl ai nt i f f s Set t l ement Cl ass shal l be

composed of al l per sons or ent i t i es t hat pur chased or

at t empt ed t o pur chase commer ci al gener al l i abi l i t y

i nsur ance, commer ci al gener al l i abi l i t y excess and umbr el l a

i nsur ance, envi r onment al i mpai r ment l i abi l i t y i nsur ance or

package pol i ci es i ncl udi ng any of t hese cover ages f r om any

def endant or ot her i nsur er or r ei nsur er f or Uni t ed St at es-

si t ed r i sks f r om Januar y 1, 1984, t hr ough December 31, 1991 .
Thi s cl ass shal l i ncl ude al l gover nment al ent i t i es i n and of

non- pl ai nt i f f St at es and shal l excl ude al l gover nment al

ent i t i es i ncl uded i n t he Pl ai nt i f f St at es Set t l ement Cl ass .

b .

	

The Pl ai nt i f f St at es Set t l ement Cl ass shal l be
composed of al l gover nment al ent i t i es i n and of each of t he
St at es of Al abama, Al aska, Ar i zona, Cal i f or ni a, Col or ado,

Connect i cut , Fl or i da, Loui si ana, Mar yl and, Massachuset t s,

Mi chi gan, Mi nnesot a, Mont ana, New Jer sey, New Yor k, Ohi o,

Pennsyl vani a, Washi ngt on, West Vi r gi ni a and Wi sconsi n t hat

pur chased or at t empt ed t o pur chase commer ci al gener al

l i abi l i t y i nsur ance, commer ci al gener al l i abi l i t y excess and

umbr el l a i nsur ance, envi r onment al i mpai r ment l i abi l i t y

i nsur ance or package pol i ci es i ncl udi ng any of t hese

cover ages f r om any def endant or ot her i nsur er or r ei nsur er

f or Uni t ed St at es- si t ed r i sks f r om Januar y 1, 1984, t hr ough

December 31, 1991 .

3 .

	

The not i ce gi ven of t he pr oposed Set t l ement and of t he

hear i ng hel d on Mar ch

	

, 1995, was t he best pr act i cal not i ce

under t he ci r cumst ances and pr ovi ded any cl ass member s' desi r i ng

t o obj ect t o t he Set t l ement . wi t h f ai r and adequat e not i ce of t he

hear i ng and of t he t er ms of t he pr oposed Set t l ement .

4 .

	

Gi ven t he compl ex nat ur e of t hi s l i t i gat i on, t he cost s

pr evi ousl y i ncur r ed and l i kel y t o be i ncur r ed i n pr osecut i ng t hi s

act i on t o a f i nal r esol ut i on, . and t he uncer t ai nt i es i nher ent i n

t hi s l i t i gat i on, f or t he pur pose of sat i sf yi ng Fed . R. Ci v . P .

23, t he t er ms of t he Set t l ement , i ncl udi ng t he agr eed- upon

r est r uct ur i ng of def endant I nsur ance Ser vi ces Of f i ce, I nc . , ar e

her eby adj udged t o be f ai r , r easonabl e and adequat e, i n t he best

Set t l ement Agr eement

	

- 2 -

	

ATTACFI I MNT G



1

2

3

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

i nt er est s of t he Par t i es and t he publ i c and t o have been ent er ed

i nt o i n good f ai t h . The Set t l ement i s her eby appr oved, and t he

Par t i es ar e di r ect ed t o i mpl ement t he Set t l ement i n accor dance

wi t h i t s t er ms, i ncl udi ng t he di st r i but i on of t he escr ow account

when t hi s Fi nal Judgment on Consent shal l become f i nal .

Pl ai nt i f f s and al l cl ass member s . who di d not submi t

t i mel y Request s f or Excl usi on ar e bar r ed f r om f ur t her pr osecut i on

of t he, cl ai ms r el eased i n . t he Set t l ement agai nst any per son

ent i t l ed t o be r el eased f r om such cl ai ms by t he Set t l ement .

I n accor dance wi t h t he pr ovi si ons of Fed . R. Ci v . P .

65 ( d) , t he pr ovi si ons of t hi s par agr aph shal l be bi ndi ng upon

Def endant s and t hei r of f i cer s, agent s, ser vant s, empl oyees, and

at t or neys, and upon t hose per sons i n act i ve concer t or

par t i ci pat i on wi t h t hem who r ecei ve act ual not i ce of t hi s Fi nal

Judgment on Consent by per sonal ser vi ce or ot her wi se .

	

I t i s

her eby or der ed t hat :

a .

	

For a per i od of 5 year s, no empl oyee of Def endant

Rei nsur ance Associ at i on of Amer i ca ( ' 1 RAA' 1 ) . or ot her per son

act i ng i n a r epr esent at i ve capaci t y f or RAA shal l at t end or

ot her wi se par t i ci pat e i n any . meet i ng of t he I nsur ance

Ser vi ces Of f i ce, I nc . ( " I SO" ) Boar d of Di r ect or s, - or any I SO

commi t t ee wi t h i nsur er member s, I SO i ndust r y l i ai son panel ,

or I SO i nsur er advi sor y panel i n whi ch mat t er s r el at i ng t o

t he devel opment of i nsur ance f or ms f or commer ci al gener al

l i abi l i t y i nsur ance ar e consi der ed . Thi s pr ovi si on shal l

not pr ohi bi t t he RAA f r om ot her wi se comment i ng upon pr oposed

commer ci al gener al l i abi l i t y pol i cy f or ms . Not hi ng her ei n

shal l pr ohi bi t any i ndi vi dual member of RAA f r om pr ovi di ng

I SO wi t h i t s uni l at er al vi ews r egar di ng commer ci al gener al

l i abi l i t y pol i cy f or ms .

b .

	

For a per i od of 5 year s . , Def endant s Aet na Casual t y

and Sur et y Company ( " Aet na" ) , Har t f or d Fi r e I nsur ance

Company ( " Har t f or d" ) , CI GNA Cor por at i on ( " CI GNA" ) , I nsur ance

Company of Nor t h Amer i ca ( " I . N. A. " ) , Al l st at e I nsur ance

Company ( " Al l st at e" ) and Gener al Rei nsur ance Cor por at i on

( " Gener al Re" ) shal l not exer ci se deci si on- maki ng aut hor i t y

i n I SO wi t h r espect t o gener al l i abi l i t y i nsur ance f or ms

Set t l ement Agr eement .
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t hat ar e f i l ed or t o be f i l ed i n t he Uni t ed St at es . Thi s
pr ovi si on shal l not pr ohi bi t a r epr esent at i ve of Aet na,
Har t f or d, CI GNA, I . N . A . , Al l st at e and Gener al Re f r om
expr essi ng t he i ndi vi dual vi ews of t hat Def endant , pr oposi ng
or comment i ng upon pr oposed pol i cy f or m mat t er s, or
par t i ci pat i ng i n any I SO commi t t ee havi ng i nsur er member s or
t he I SO Boar d of Di r ect or s .

	

.

c .

	

For a per i od of 5 year s, t he ot her r ei nsur es
Domest i c Def endant s, Const i t ut i on Rei nsur ance Cor por at i on,
Mer cant i l e & Gener al Rei nsur ance Company of Amer i ca, Nor t h
Amer i can Rei nsur ance Cor por at i on, Pr udent i al Rei nsur ance
Company, and Wi nt er t hur Swi ss I nsur ance Company, shal l not
at t end or ot her wi se par t i ci pat e i n any meet i ng of t he I SO
Boar d of Di r ect or s or any I SO commi t t ee havi ng i nsur er
member s i n whi ch t he cont ent of i nsur ance f or ms f or gener al
l i abi l i t y i nsur ance, act ual or pr ospect i ve, t o be devel oped
or suppor t ed by I SO i s consi der ed . Not hi ng her ei n shal l ,
however , pr ohi bi t a r epr esent at i ve of one of t hese r ei nsur er
Domest i c Def endant s f r om expr essi ng t he i ndi vi dual vi ew of
t hat Def endant r egar di ng such f or ms or f r om at t endi ng or
ot her wi se par t i ci pat i ng i n any such meet i ng as a
r epr esent at i ve of anot her ent i t y .

d .

	

Wi t hi n 30 days af t er t he ent r y of t hi s Fi nal
Judgment on Consent , each Domest i c Def endant i dent i f i ed i n
subpar agr aphs a . t hr ough c . of t hi s par agr aph shal l pr ovi de
not i ce of t he t er ms of t hi s Fi nal Judgment on Consent
appl i cabl e t o i t t o i t s r el evant empl oyees . Wi t hi n 60 days
af t er t he dat e of ent r y of t hi s Fi nal Judgment on Consent ,
each Domest i c Def endant shal l f i l e a r epor t wi t h t he St at e
Pl ai nt i f f s' Admi ni st r at i ve Li ai son Counsel conf i r mi ng i t s
compl i ance wi t h t he pr ovi si ons of t hi s subpar agr aph .

e .

	

For a per i od of 5 year s, no For ei gn Rei nsur er
Def endant , CNA Re ( U . K . ) Lt d . , Excess I nsur ance Company
Li mi t ed, London and Edi nbur gh I nsur ance Gr oup, , Lt d . , Kemper
Rei nsur ance London Lt d . , Uni onamer i ca I nsur ance Company,
Lt d . , Cont i nent al Rei nsur ance Cor por at i on ( U. K. ) Li mi t ed, '
Mer r et t Under wr i t i ng Agency Management Li mi t ed,

	

Thr ee
Quays Under wr i t i ng Management Li mi t ed, Janson Gr een
Management Li mi t ed, C . J . W. ( Under wr i t i ng Agenci es) Li mi t ed,
Lamber t Br ot her s ( Under wr i t i ng Agenci es) Li mi t ed, Mur r ay
Lawr ence & Par t ner s, D . P . Mann Under wr i t i ng Agency. Li mi t ed,
Robi n A. G . Jackson, . Pet er N. Mi l l er , Oxf or d Syndi cat e
Management Li mi t ed, Edwar ds & Payne ( Under wr i t i ng Agenci es)
Li mi t ed, Bal l ant yne, McKean & Sul l i van Li mi t ed, R. K .
Car vi l l & Co . , Lt d . , or Ter r a Nova I nsur ance Co . , Lt d . ,

shal l agr ee ( i ) . wi t h any ot her r ei nsur er t o r ef use t o
pr ovi de r ei nsur ance f or commer ci al gener al l i abi l i t y
i nsur ance of Uni t ed St at es- si t ed pol l ut i on r i sks ; or ( i i )

wi t h any ot her r et r ocessi onal r ei nsur er t o r ef use t o pr ovi de

r et r ocessi onal r ei nsur ance t o any r ei nsur er pr ovi di ng

r ei nsur ance of pr i mar y commer ci al gener al l i abi l i t y or

Set t l ement Agr eement ATTACHMENT G



1

2

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

pr oper t y i nsur ance of Uni t ed St at es- si t ed pol l ut i on r i sks
wher e, i n ei t her event , t he pur pose of such agr eement i s t o
coer ce pr i mar y i nsur er s t o r est r i ct or l i mi t t he scope of
commer ci al gener al l i abi l i t y or pr oper t y i nsur ance cover age
of Uni t ed St at es- si t ed pol l ut i on r i sks on a basi s ot her t han
wi t h r espect t o a speci f i c t r ansact i on or r i sk .
Not wi t hst andi ng t he i mmedi at el y pr ecedi ng sent ence, i t shal l
not be a vi ol at i on of t hi s subpar agr aph f or any For ei gn
Rei nsur er Def endant , i n t he cour se of cust omar y London
mar ket pr ocedur es f or t he under wr i t i ng of r ei nsur ance or
r et r ocessi onal r ei nsur ance, t o i ni t i at e or accept t er ms of
cover age t hat cont ai n or i ncor por at e a pr ovi si on excl udi ng,
or def i ni ng t he scope of , cover age f or any commer ci al
gener al l i abi l i t y or pr oper t y i nsur ance of Uni t ed St at es-
si t ed pol l ut i on r i sks .

	

.

f .

	

The For ei gn Rei nsur er Def endant s shal l not be
bound by t he so- cal l ed, " Non Mar i ne London Mar ket Agr eement
1987" ( t he " 1987 LMX Agr eement " ) i n t he conduct of t hei r

busi ness i n t he LMX mar ket and, t o t he ext ent f easi bl e, t he
For ei gn Rei nsur er Def endant s shal l wi t hdr aw f r om t he t er ms
of t he 1987 LMX Agr eement ; pr ovi ded, however , t hat not hi ng

cont ai ned her ei n shal l pr ohi bi t any of t he For ei gn Rei nsur er

Def endant s f r om empl oyi ng or i ncor por at i ng any of t he t er ms
of t he 1987 LMX Agr eement or t he Let t er of I nt ent r ef er r ed

t o t her ei n as t er ms of cover age on i ndi vi dual r i sks i f any
For ei gn . Rei nsur er Def endant , i n t he exer ci se of i t s
i ndi vi dual under wr i t i ng j udgment , deems i t appr opr i at e t o do

so ; and pr ovi ded f ur t her , t hat not hi ng her ei n shal l r equi r e
any For ei gn Rei nsur er Def endant t o al t er t er ms of cover ages
al r eady bound .

g .

	

For a per i od of 5 1year s, no of f i cer s or empl oyees
of any For ei gn Rei nsur er Def endant shal l at t end or ot her wi se
par t i ci pat e i n any meet i ng of t he I SO Boar d of Di r ect or s or

. any I SO commi t t ees havi ng i nsur er member s, i n whi ch t he

cont ent of i nsur ance f or ms f or commer ci al gener al l i abi l i t y

i nsur ance, act ual or pr ospect i ve, t o be devel oped or

suppor t ed by I SO ar e consi der ed ; pr ovi ded, however , t hat

not hi ng cont ai ned her ei n shal l pr ohi bi t an of f i cer or

empl oyee of a For ei gn Rei nsur er Def endant f r om expr essi ng

t he uni l at er al vi ews of t he For ei gn Rei nsur er Def endant t o

member s or empl oyees of I SO r egar di ng t he cont ent of any

act ual or pr ospect i ve commer ci al gener al l i abi l i t y i nsur ance

f or m.

h .

	

Wi t hi n 6 mont hs of t he dat e of ent r y of t hi s Fi nal

Judgment on Consent , t he For ei gn Rei nsur er Def endant s,

ei t her separ at el y or i n any combi nat i on, shal l est abl i sh and

mai nt ai n f or a per i od of 5 year s a pr ogr am or pr ogr ams f or

t he pur pose of assur i ng compl i ance wi t h appl i cabl e ant i t r ust

and compet i t i on l aws by i t s of f i cer s and empl oyees . The

compl i ance pr ogr am shal l , at a mi ni mum, ent ai l t he

pr epar at i on of a document enumer at i ng and def i ni ng conduct

Set t l ement Agr eement
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r el evant t o t he r ei nsur ance busi ness t hat coul d, under

cer t ai n ci r cumst ances, const i t ut e a vi ol at i on of any or al l

appl i cabl e ant i t r ust and compet i t i on l aws, and set t i ng f or t h
t he penal t i es t hat coul d f l ow f r om any such vi ol at i on .
Addi t i onal l y, dur i ng sai d 5 year per i od each For ei gn
Rei nsur er Def endant shal l par t i ci pat e annual l y i n one or
mor e semi nar s i n whi ch t he ant i t r ust and compet i t i on l aw

aspect s of t he f ol l owi ng pr act i ces or cat egor i es of conduct

wi l l be descr i bed :

	

( i ) subscr i pt i on under wr i t i ng,

consor t i ums and pool i ng ar r angement s ; ( i i ) mar ket

agr eement s ; ( i i i ) pr i ce- f i xi ng and al l ocat i on of mar ket s ; .
and ( i v) st andar di zat i on of f or ms . For t he pur poses of t hi s

subpar agr aph, t he t er m " For ei gn Rei nsur er Def endant " shal l

i ncl ude Under wr i t er s r esponsi bl e f or r ei nsur ance of

commer ci al gener al l i abi l i t y r i sks emanat i ng f r om Nor t h

Amer i ca .

i .

	

Wi t hi n 30 days af t er t he ent r y of t hi s Fi nal

Judgment on Consent , each of t he For ei gn Rei nsur er Def endant

shal l del i ver a copy of t he Set t l ement and t he r el evant

por t i ons of t hi s Fi nal Judgment on Consent t o each of i t s

of f i cer s, di r ect or s or empl oyees who have or exer ci se any

under wr i t i ng aut hor i t y f or ( i ) r ei nsur ance of Uni t ed St at es-

si t ed r i sks i nsur ed under commer ci al gener al l i abi l i t y

pol i ci es or ( i i ) LMX r et r ocessi onal r ei nsur ance . Wi t hi n 60

days af t er t he dat e of ent r y of t hi s Fi nal Judgment on

Consent , each For ei gn Rei nsur er Def endant shal l f i l e wi t h

t he Cour t an af f i davi t conf i r mi ng i t s compl i ance wi t h t he

pr ovi si ons of t hi s subpar agr aph .

j .

	

Wi t hi n 30 days af t er t he dat e of ent r y of t hi s

Fi nal Judgment on Consent , t he For ei gn Rei nsur er Def endant s

shal l pr ovi de not i ce of t he t er ms of subpar agr aph f . of t hi s

par agr aph t o t he London br oker s t hr ough whi ch LMX busi ness

i s pl aced .

k .

	

For a per i od of 5 year s f r om t he dat e of ent r y of

t hi s Fi nal Judgment on Consent , t he successor s of any of t he

per sons descr i bed i n subpar agr aph i . of t hi s par agr aph shal l

be pr ovi ded wi t h a copy of t he Set t l ement and t he r el evant

por t i ons of t hi s Fi nal Judgment on Consent wi t hi n 60 days of

havi ng at t ai ned such posi t i on or st at us .

1 .

	

For a per i od of 5 year s . f r om t he dat e of ent r y of

t hi s Fi nal Judgment on Consent , t he For e i gn, Rei nsur er

Def endant s shal l f i l e wi t h t he Cour t annual l y an af f i davi t

ver i f yi ng t he cont i nued i mpl ement at i on of a compl i ance

pr ogr am t hat i ncl udes t he t er ms set f or t h i n subpar agr aph h .

of t hi s par agr aph .

m.

	

Def endant I nsur ance Ser vi ces Of f i ce, I nc . shal l

i mpl ement i t s appr oved pl an of r eor gani zat i on i n accor dance

wi t h t he Set t l ement wi t hi n 60 ' days of t he ent r y of t hi s

Fi nal Judgment on Consent .
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7 .

	

Except as ot her wi se set f or t h i n t he Set t l ement , t he

Par t i es ar e t o. bear t hei r own cost s .

8 .

	

Jur i sdi ct i on of t hi s case i s r et ai ned f or t he pur pose

of enabl i ng any Par t y t o appl y t o t hi s Cour t at any t i me f or such

f ur t her or der s and di r ect i ons as may be necessar y or appr opr i at e

f or t he const r uct i on or car r yi ng out of t hi s Fi nal Judgment on

Consent , f or t he modi f i cat i on or t er mi nat i on of any of i t s

pr ovi si ons, f or i t s enf or cement or compl i ance, and f or t he

puni shment of vi ol at i ons of any of i t s pr ovi si ons .

I T I S SO ORDERED .

Set t l ement Agr eement

Char l es A. Legge, U. S . D . J .
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Set t l ement Agr eement

At t achment H .

Di st r i but i on of Cost s & Fees t o Pl ai nt i f f St at es

The Pl ai nt i f f St at es have agr eed among t hemsel ves upon a

di st r i but i on of cost s and at t or neys f ees based on compar at i ve

commi t ment of r esour ces t o t he l i t i gat i on . Af t er t he Fi nal

Judgment on Consent shal l have become f i nal wi t hi n t he meani ng of

t he Set t l ement Agr eement and t he Escr ow/ Agent has r el eased . t o t he

Pl ai nt i f f St at es t he por t i on of t he escr ow account al l ocat ed f or

t he payment of t he cost s and at t or neys f ee cl ai ms of t he

Pl ai nt i f f St at es, such moni es shal l be di st r i but ed among t he

Pl ai nt i f f St at es i n accor dance wi t h t hei r di st r i but i on agr eement .

The At t or ney Gener al f or each such St at e shal l det er mi ne t he

and di sposi t i on of t he payment

agr eement t o hi s or her St at e .

speci f i c el ect i on at t ached her et o,

such St at es sol el y f or one or mor e

det er mi ned by t he- At t or ney Gener al

excl usi ve opt i on and as ot her wi se consi st ent wi t h l aw:

1 .

	

payment s t o r ei mbur se t he cost s and expenses of

t hi s i nvest i gat i on and l i t i gat i on i ncur r ed by such St at es or

t hei r agenci es ;

2 .

	

ant i t r ust enf or cement by t he At t or ney Gener al of

such St at e ;

3 .

	

payment i nt o a st at e ant i t r ust r evol vi ng f und ;

4 .

	

payment i nt o t he Tr easur y of such St at e ;

use

made under t hi s al l ocat i on

I n t he absence of a st at e-

t he payment shal l be used by

of t he f ol l owi ng pur poses, as

of each such St at e, at her or

5 .

	

payment i nt o a f und excl usi vel y dedi cat ed t o

assi st i ng St at e At t or neys Gener al t o def r ay t he cost s of
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exper t s, economi st s, and consul t ant s i n mul t i st at e ant i t r ust

i nvest i gat i ons and l i t i gat i on ; and/ or

6 .

	

payment i nt o t he Nat i onal Associ at i on of At t or neys

Gener al Ant i t r ust Educat i on and Tr ai ni ng Fund .
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Set t l ement Agr eement

At t achment H ( PA)

Di st r i but i on of Cost s & Fees t o Pennsyl vani a

The Pl ai nt i f f St at es have agr eed among t hemsel ves upon a

di st r i but i on of cost s and at t or neys f ees based on compar at i ve

commi t ment of r esour ces t o t he l i t i gat i on . Af t er t he Fi nal

Judgment on Consent shal l have become f i nal wi t hi n t he meani ng of

t he Set t l ement Agr eement and t he Escr ow Agent has r el eased t o t he

Pl ai nt i f f St at es t he por t i on of t he escr ow account al l ocat ed f or

t he payment of t he cost s and at t or neys f ee cl ai ms of t he

Pl ai nt i f f St at es, such moni es shal l be di st r i but ed among t he

Pl ai nt i f f St at es i n accor dance wi t h t hei r di st r i but i on agr eement .

The At t or ney Gener al f or each such St at e shal l det er mi ne t he use

and di sposi t i on of t he payment made under t hi s al l ocat i on

agr eement t o hi s or her St at e .

	

The At t or ney Gener al f or

Pennsyl vani a has det er mi ned t hat t he payment shal l be used by hi s

St at e sol el y f or t he f ol l owi ng pur pose :

1 .

	

enhanci ng f ut ur e ant i t r ust enf or cement by t he

At t or ney Gener al of Pennsyl vani a .
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At t achment H ( WI )

Di st r i but i on of Cost s & Fees t o Wi sconsi n

The .Pl ai nt i f f St at es have agr eed among t hemsel ves upon a

di st r i but i on of cost s and at t or neys f ees based on compar at i ve

commi t ment of r esour ces t o t he l i t i gat i on . Af t er t he Fi nal

Judgment on Consent shal l have become f i nal wi t hi n t he meani ng of

t he Set t l ement Agr eement And t he Escr ow Agent has r el eased t o t he

Pl ai nt i f f St at es t he por t i on of t he escr ow account al l ocat ed f or

t he payment of t he cost s and at t or neys f ee cl ai ms of t he

Pl ai nt i f f St at es, such moni es shal l be di st r i but ed among t he

Pl ai nt i f f St at es i n accor dance wi t h t hei r di st r i but i on agr eement .

The At t or ney Gener al f or each such St at e shal l det er mi ne t he use

and di sposi t i on of t he payment made under t hi s al l ocat i on

agr eement t o hi s or her St at e .

	

The At t or ney Gener al f or

Wi sconsi n has det er mi ned t hat t he payment shal l be used by such

St at es sol el y f or t he f ol l owi ng pur poses :

1 .

	

payment s t o r ei mbur se t he cost s and expenses of

t hi s i nvest i gat i on and l i t i gat i on i ncur r ed by t he Wi sconsi n

Depar t ment of Just i ce i n t hi s case ; and

2 .

	

enhanci ng f ut ur e ant i t r ust enf or cement by t he

At t or ney Gener al of such St at e .

! ' ~7 : _i - - I - 1 . ement Agr eement
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I 50

ATTACHMENT I

SPECI FI C PROVI SI ONS

Wi t hi n t hi r t y days af t er t he ent r y of a f i nal ,

unappeal abl e j udgment appr ovi ng t hi s set t l ement agr eement .

I .

	

The _Oover na=e of 150

( a)

	

I SO' s Boar d of Di r ect or s . wi l l be r est r uct ur ed

so t hat at al l t i mes of f i cer s and empl oyees of i nsur ance

compani es ( " i nsur er s" ) and of f i cer s and empl oyees of I SO ( " TSO

st af f ' ) shal l . t oget her consei t ut e f ewer t han 50 per cent of t he

member s of I SO' s Boar d of Di r ect or s .

( b)

	

I SO' s Ar t i cl es of l ucor por at i on and/ or By- Laws

( t he " gover ni ng document s" ) wi l l pr ovi de t hat

( i )

	

I SO' s Boar d of Di r ect or s wi l l consi st of

t hr ee i nsur er s, t he Pr esi dent of I SO, ami d seven per sons ( t he

' out si de di r ect or s" ) who ar e not i nsur er s or I SO st af f

( i i ) Zhe out si de di r ect or s of I SO shal l be

sel ect ed by vot e of t he ent i r e Boar d of Di r ect or s .

	

" '

( i i i ) A maj or i t y of t he out si de di r ect or s shal l

have aut hor i t y t o r et ai n such consul t ant s or advi sor s as t hey

may deem appr opr i at e . The Boar d of Di r ect or s i s not - pr ecl uded

by t hi s pr ovi si on f r om aut hor i zi ng an i ndi vi dual di r ect or or

gr oup o£ di r ect or s t o =st ai n such consul t ant s or advi sor s as

t hey deem appr opr i at e .

. ( i vy Any change t o any pr ovi si on of I 50' s

gor =i ng document s, i ncl udi ng t he pr ovi si ons descr i bed 3. =

t hi s set t l ement agr eement , wi l l xeqt i r e t he af f i r mat i ve vot e

of t hr ee- f our t hs of t he member s of t he Boar d of Di r ect or s .

6,
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I SO

( c) The f i r st seven out si de di r ect or s sel ect ed

pur suant t o t hi s set t l ement agr eement shal l i ncl ude t hr ee

per sons who have had subst ant i al exper i c=ce i n t he i nsur ance

i ndust r y, &a . , as agent s, br oker s, r i sk manager s or

r egul at or s . These seven out si de di r ect or s shal l be sel ect ed

by I SO' s member shi p at t he t i me of t he member shi p vot es

descr i bed i n Sect i on VS her eof .

	

The i ni t i al sl at e of

candi dat es shal l i ncl ude :

=S?~X__DI RZC?ORS
Gl en A. Del i , Pr esi dent , I nvest cor p Management

Ser vi ces, I nc .
Chr i st opher C. ber t h, Pr esi dent , Amer i can

Ent er pr i se I nst i t ut e f or Pu: 51i e Pol i cy
Resear ch

f r eder Lck J . Z=gl a=d, Chai r man and Chi ef
Execut i ve of f i cer , 13ast i ngs- Tapl ey I nsur ance
Agency, I nc .

j ohn P. Lam, Chai r man, J . P . Lebaaan & Company .
Wi l l i am H. KeCaar t ney, Par cner , I Cut ak Rock Law

oi r a~
Ar t hur J . Rot hkopf , Pr esi dent Laf ayet t e Col l ege
Bar bar a D. St ewar t , f r esi denc, _3Cear ar t

Economi cs, I nc .

f 1QSVRER DSRBmps
Ger al d A. I som, Pr esi dent , CI GI Ck- Pr opei t y 8z

Casual t y Gr oup
Laur en N. pat ch, Pr esi dent and Chi ef Execut i ve

Of f i cer , The Ohi o Casual t y I nsur ance Company
P. Davi d xol wi ng, pr esi dent , Mont gomer y Mut ual

I nsur ance Company

( d) I n sel ect i ng f ut ur e out si de di r ect or s, I s0' s

Hoar d shal l consi der t he pot ent i al benef i t s of cont i nui ng t o

choose non- i nsur er s . wi t h subst ant i al e. Kpexi enoe i n t he

i nsur ance i ndust r y .

( e)

	

I nsur er s and I SO st af f member s t oget her shal l

not const i t ut e a maJor i t y on anycomzni t t ee of I SO' s Boar d of

~. 1 ~ 1_^1 r - "
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Di r ect or s, i ncl udi ng t he nomi nat i ng commi t t ee ; i nsur er s shal l

be l i mi t ed t o a vdzcr i t y on al l such commi t t ees .

I I . The Busi ness and gui =se - I SO

subj ect t o appr oval by I SO' s Boar d of ' Di r ect or s .

user advi sor y panel s .

As ot her wi se consi st ent wi t h appl i cabl e l aw, I SO' e

gover ni ng document s May pr ovi de ' t hat :

( a) I Bo , s busi ness and pur pose, i s t o make avai l abl e

r at i ng, st at i st i cal , act uar i al , pol i cy f or m and r ai n- t ed

ser vi ces; t o f unct i on as an i nsur ance r at i ng or gani zat i on,

i nsur ance advi sor y or gani zat i on and st at i st i cal agent ; t o

ascer t ai n and r espond t o t he evol vi ng needs of i nsur er s azi d

t he i nsur ance i ndust r y, pol i cyhol der s and r egul at or s ; and t o

engage i n act i vi t i es r el at i ng t o t he f o : r esoi ng pur poses .

( b)

	

( i )

	

I n f ur t her ance of such busi ness and

pur pose, I SO shal l est abl i sh user advi sor y panel s consi st i ng

of i nsur ance company empl oyees, and non- i nsur er 1i ai som panel s

sel ect ed l ar gel y f r om i nsur ance i ndust r y or gar i ; Zat i ons .

( i i ) These panel s shal l have no deci si on- maki ng

aut hor i t y, but shal l be used sol el y t o pr ovi de I SO wi t h i nput

and advi ce .

. ( i i i. ) Member shi p on t hese panel s sbal l be

( i v) Member s of t he non- i nsur er l i ai son panel s

shal l r ecei ve t he same st i pends, i f any, as member s of t he

( c)

	

Wi t h r espect t o pr oposed maj or ohanges by I SO

i n i t s C' GL pol i cy cover age pr ogr ams, user advi sor y panel s and

i ndust r y l i ai son panel s wi l l concur r ent l y be pr ovi ded Wi t h ( a)

° ' ° A? VEc g1S
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t hat

t he same wr i t t en mat er i al f or t hei r consi der at i on and comment

and ( b) mi nut es of each ot her ' s meet i ngs . The Nat i onal

Associ at i on of I nsur ance Commi ssi oner s ( " =C" ) wi l l al so be

pr ovi ded wi t h * exposur e dr af t s f or i t s consi der at i on and

comment : -

( ci )

	

Wi t h xespect t o pr oposed maj or changes by : [ So

i n any of i t s ot her pol i cy cover age pr ogr ams, t ha pr oposal s

wi l l , wher e pr act i cabl e, ) be submi t t ed f cr c=si der at i on aad .

cor =ent ze exposur e dr af t s t o such panel s and t o t he NAI L .

111 . Te hi i t d ol e of I n~uz ! r s

I SO' s gover ni ng document s wi l l be amended t o pr ovi de

( a)

	

I SO shal l be a not - f ox- pxof i t member abi p

cor por at i on wi t h i nsur nce company membF: r s

.

	

( b)

	

I SO' s i nsur er di r ect or s shal l be sel ect ed by

t he i nsur ance company - mef i ber s .

( c)

	

I SO' s i nsur er di r ect or s shal l noz have t he

aut hor i t y t o vot e on any mat t er s as t o whi ch j oi nt i nsur er

act i on i s pr ohi bi t ed- by l aw.

( d) I nsur ance company member s' vot i ng r i ght s shal l

be l i mi t ed t o ( i ) t he sel ect i on of i nsu: : er di r ect or s,

( i i ) vot i ng upon changes t o pr ovi si ons of t he gover ni ng

document s t hat i nvol ve r i ght s pr ovi ded =o t he member s, and

( i i i ) vot i ng upon any pr oposed pl an or . sgr eeme=at f or t he

mer ger - or consol i dat i on of t he cor por at i on or of any

subsi di ar y, or f or : t he sal e, l ease, exchange or ot her

di sposi t i on of subst ant i al l y al l of t he asset s of t he

I SO
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I SO

cor por at i on or of any subsi di ar y, or f o . t he conver si on of t he

cor por at i on t o a st ock cor por at i on, or f or t he di ssol ut i on of

t he cor por at i on, or as ot her wi se r equi r ed by appl i cabl e l aw.

Except as ot her wi se r equi r ed by appl i cabl e l aw; such changes

t o t he gover ni ng document s and t he appr oval of any such

pr oposed pl an or agr eement wi l l i equi xr e a t wo- t hi r ds vot e of

I SO' s member s i n addi t i on t o a vot e of t 1r ee- f our t hs of t he

member s of t he Boar d of Di r ect or s .

per mi t t ed .

( e)

	

No i nsur ance company member shal l be ent i t l ed

t o shar e i n di st r i but i ons of t he pr oper t y or asset s of I SO

except upon di ssol ut i on, mer ger , sal e, consol i dat i on or ot her

di sposi t i on of I SO or any subsi di ar y, or of al l or

subst ant i al l y al l t he asset s of I SO ox any subsi di ar y .

( f )

	

No assessment of a, ay member s of I SO shal l be

zv . Non- Di scr i mi nat i on and Non- A' &%i r ence Cl auses

( a)

	

No i nsur amce company or Ot her pur chaser must be

a member of I SO i n or der t o pur chase ser vi ces f r om I SO, or

must sl eet any cr i t er i a . ot hAr t han payment f or t he ser vi ces

t hat i t pur chases .

	

190 may however l i t ai t t he uses made of i t s

ser vi ces t o t he ext ent per mi t t ed by appl i cabl e I zw ( e . g, , by

pr ohi bi t i ng r esal e or shar i ng wi t h non- pur chaser s, except

wher e such non- pur chaser s ar e act i ng on behal f of pur chaser s) ,

( b)

	

I SO' s gover ni ng document s . wi l l pr ovi de t hat :

( i )

	

Any i nsur ance cor . par _y or ot her ent i t y

aut hor i zed by appl i cabl e l aw t o wr i t e a l i ne or Subdi vi si on of

a l i ne of i nsur ance i n a j ur i sdi ct i on or t Er r i t or y . of t he

5
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t Tr i t ed St at es my become a member of I SO by submi t t i ng a

compl et ed member shi p appl i cat i on f or m t o I SO, i f t he company

has pur chased or cont r act ed t o pur chase any ser vi ces f ur ni shed

by I SO-

( i i ) No i nsur ance compar y shal l be r equi r ed,

as a condi t i on of pur chasi ng ser vi ces f s; 0M I SO or any

subsi di ar y of I SO, t o use I SO l oss cost s, r i f l es or f or ms .

( i i i ) sxcept as- may ot her wi se be r equi r ed by

l aw, al l ser vi ces of I so ar e advi sor y, and t he cor por at i on

encour ages each par t i ci pat i ng i nsur ance company t o t ake i nt o

account . i t s own l oss exper i ence, expenses and pr of i t

obj ect i ves, and t o f use i t s own act uar i al j udgment s and

pr ocedur es, i n i ndi vi dual l y det er mi ni ng i t s ewn r at es .

V. l t p=i r ement 9- Re

	

YSO t o .

( a)

	

Aggr egat ed dat a upon whi ch a gener al l i abi l i t y

zat e . or advi sor y pr ospect i ve l oss cost f i l i ng by I so 9. s based

wi l l be made avai l abl e by I SO, upon payment of r easonabl e

f ees, i n t he same f or m and det ai l t o I SO' s par t i ci pat i ng

i nsur er s and t o t hi r d par t i es Cor t hei r own or r egul at or y use,

but not e . g . f or r esal e or shar i ng wi t h non- pur chaser s ( except

wher e ( i ) such r Lon- pur chaser s ar e act i ng on behal f of

pur chaser s, or ( i i ) I so' s Hoar d of Di r ect or s may appr ove one

or mor e r equest s t hat such dat a be made- avai l abl e f or r esal e

or . shar i ng wi t h non- pur cbaser sj nay deci si on t o gr ant or not

gr ant such appr oval shal l be ent i r el y i s t he Boar d' s busi ness

j udgment and may be upon such t er ms i r t al udi ng' f ees as t he

Boar d may appr ove) ,



' 10/ 15/ 94 -
	

16 : 16

ST/ 91 ' d

	

2962 1' 2r 9t b

' $` 212 828 6651

	

I SO

30?- 430 - 1Hh3N3E) Jl ?N21011t d,

( i i ) Zf PERI r ecommends t hat I SO conduct a

cl osed- cl ai m st udy of gt zer al l i abi l i t y pol l ut i on l osses and

agr ees t o f und I SO' s cost s of conduct i ng much a st udy, I SO

wi l l do so, oa t he under st andi ng t hat I SO Wi l l r equest

wi t h r epr esent at i ves of commer ci al r i sk manager s ( i ncl udi ng

7

	

. .

( b)

	

Whei i . r equest ed by i nssur er i ; , r i sk manager s,

i nsur ance pool s or r l sk r et ent i on gr oups, , I SO wi l l col l ect

cost dat a . at i d di ssemi nat e aggr egat e hi st or i cal cost dat a f or

nay non- I SO gener a. l i abi l i t y pol i cy f ozma or super seded I SO

gener al l i abi l i t y f or ms, upon r easonabl e t er ms i ncl udi ng t he

payment of r easonabl e f ees .

( c)

	

( i )

	

when r equest ed by t he Publ i c Ent i t y Ri sk

I nst i t ut e ( " p£RI " ) or a" ' gr ant ee of PERT or t he consul t i ng - f i r m

of John W. Wi l son & Associ at es, ' I SO wi l l consi dez wi t r i n one

year of t he t i me of t he r equest t he adof i t i i on of an al t er nat i ve

syst em( s) f or col l ect i ng dat a t hat enha=ee t he f l exi bi l i t y of

t he dat a base f or new or r ef i ned i nsur ance pr oduct s .

compl i ance f r om i t s par t i ci pat i ng genar aa1 l i abi l i t y I nsur er s

but has no power t o mandat e compl i ance, and on t he f ur t her

under st andi ng t hat Pi nRI may but wi l l not be obl i gat ed t o f und

some or al f * of t he i nsur er s' cost s ' of compl i ance .

	

. ,

( d)

	

subj ect t o t he cooper at i on of t he HAI C, ZSo

st af f wi l l meet per i odi cal l y wi t h t he appr opr i at e NAI L

commi t t ee or t ask f or ce t o r evi ew t he speci f i cat i ons of t he

gener al l i abi l i t y modul e of I SO- 8 Commer ci al St at i st i cal Pl an

and t o di scass possi bl e chazl ses t o t he pl an .

( e)

	

At l east annual l y, I 50 ot af f wi l l of f er t o meet

11006
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r epr esent at i ves of i nsur ance pool s or r i sk r et ent i on gr oups of

muni ci pal i t i es and/ or ot her gover nment aX subdi vi si ons) Whi ch

ar e pur chaser s or pr ospect i ve pur chaser . of I SO gener al

l i abi l i t y pr oduct s or ser vi ces . The pur pose of t hese meet i ngs

wi l l be f or I SO t o r ecei ve such i nput on t he col l ect i on,

aggr egat i on- and di ssemi nat i on of dat e. r el at i ng t o gener al

l i abi l i t y i nsur ance as t hose r epr esent at i ves Vi sh t o pr ovi de .

( f )

	

I f 30% or mor e of I SO' s 1>ar t i ci pat i t g i =uxer s, . .

or i nsur er s wr i t i ng 30t - or mor e of t he pr emi ums f or any l i ne

of i nsur ance, r equest t hat I SO seek f r om i nsur er s a br eak- down

of gener al l i abi l i t y dat a i nt o any cat egor y addi t i onal t o

t hose set f or t h i n I SO' s Commer ci al St at i st i cal Pl an and of f er

t o pay t he r easonabl e cost s r el at ed t o i mpl ement i ng t he

change, I SO si l l ' ei t her ( i ) i ncl ude such a cat egor y i n i t a

Commer ci al St at i st i cal pl an or , i n t he event t hat I SO st af f

does not do so, ( f i ) t r ansmi t : t he r equest t o t he Boar d of

Di r ect or s, whi ch wi l l be obl i gat ed t o consi der t he r equest i n

good f ai t h and, i n par t i cul ar , t o t ake i nt o account t he

compet i t i ve i mpact of i mpl ement at i on of t he r equest .

amendment s .

VI . l i ember shi p At ux' ov

( a)

	

I nsof ar as t he f or egoi ng pzor r i si ons r equi r e

amendment s t o . I SO' s gover ni ng document s, t hey ar e subj ect t o

appr oval by I SO' s member shi p . I 90' a Boar d of Di r ect or s and

management wi l l pr ovi de f or a member shi p vot e on al l necessar y

amendment s by December 31, 1994, 1994 and wi l l r ecom: mend and

use best ef f or t s t hat t he member s vot e i n f avor of al l such

- +^ I
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( b)

	

i f t he necessar y member shi p appr oval s ar e not

obt ai ned by December 31, 1994, t hi s set t l ement agr eement shal l .

be deemed be nul l and voi d unl esa ot her wi se agr eed by t he

past i es .

of Di r ect or s .

. St at e Di scl ai mer

( a)

	

Not hi ng i n t hi s set t l ement agr eement concer ni ng

t he scope or manner of I SO' s oper at i on ahal l be deemed t o

eonat i t ut e appr oval or act i ve cuper vi si oh by any st at e . of any

act i vi t i es under t aken by I SO.

V1I T . Pr ovi si ons Ael at i ng t o Par t i ci pat i on I n I SO

( a) Aet na, Far t f or d, Ci gna, Al l st at e and Gener al Re

shal l r ot exer ci se deci si on- maki ng aut "bDr i t y i n I SO wi t h

r espect t o Pol i cy For ms t hat ar e f i l ed or t o be f i l ed i n t he

Uni t ed St at es . Thi s pr ovi si on shal l not pr ohi bi t Aet na,

xar t f or d, Ci gna, Al l st at e or Gener al Re f r om expr easi t g t he

i ndi vi dual vi ew of t hat def endant , pr opz) ai ng or co=ment i ng

upon pr oposed Pol i cy For m mat t er s, or pazt i ci pat i n-a 3n any I SO

I nsur er Commi t t ee, I SO i nsur er advi sor y panel or t he I SO Boar d

( b) For a per i od of f i ve year s, none of t he .

r ei nsur er def endant s t o t hi s act i on or any of f i cer s, di r ect or s

or empl oyees of " r ei nsur er def endant cor por at i ons, or t hei r

successOr g or assi gns, or any ot her per son expr essl y

aut hor i zed by a r ei nsur er def endant or gr oup of r f t i nsur er

def endant s t o act i n a r epr esent at i ve capaci t y on t hei r behal f

shal l at t end or ot her wi se par t i ci pat e, and I SO sbal l not

per mi t such at t endance or par t i ci pat i on, i n any meet i ng of t he
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I SO t oar d of - Di r ect or s or . any I SO I nsur er Comni t t ee, I SO

i ndust r y l i ai son panel , or I SO i nsur er advi sor y panel i n whi ch

mat t er s r el at ed t o t he devel opment of Pol i cy For ms ar e

consi der ed . Thi s pr ovi si on shal l not appl y t o Gener al Re,

whi ch i s i nst ead cover ed by Sect i on VI ZI ( a) , and shal l not

pr ohi bi t any r ei nsur er def endant or any of f i cer s, - di r ect or s,

or empl oyees of any def endant : or t hei r successor s or assi gns

f r om expr essi ng t he i ndi vi dual . vi ew of t hat def endant

r egar di ng such pr oposed Pol i cy For ms or ot her wi se

par t i ci pat i ng i n any such meet i ng as a r epr esent at i ve of

anot her ent i t y .

( c)

	

For pur poses of t hi s Sect i ozi VI I I ;

( i )

	

" Pol i cy For ms" means gener al l i abi l i t y

i nsur ance pol i cy f or ms, r i der s, endor seaf l ent s, or pa=t s

t her eof , and any appl i cabl e r ul es, t hat : ar e devel oped by I SO.

( i i ) " I SO I nsur er Commi t t ee" means any

commi t t ee or subcommi t t ee, havi ng any i nsur er member s, wi t hi n

I SO or ser v=ng under t he auspi ces of X50 i =cl udi ng any ad, hoc

commi t t ee, speci al i nsur er commi t t ee, and under wr i t i ng - - l egal

zevi ew commi t t ee .

I X .

	

si cceuor s and Assi a~ss

The t er ms of t hi s set t l ement agr eement shal l be

bi ndi ng on I SO. i t s successor s and assi gns . .


