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‘SUBJECT TO CONFIDENTIALITY PROTECTIVE oxumn
IN RE SEPTEMBER 11 LITIGATION
21 MC 97 (AKH) (S.D.N.Y)
21 MC 101 (AKH) (SD.N.Y)

(;ONFIDENTIAL -DO NOT COPY OR DISCLO.S‘E ' !

'This Settlement Agreement (“Agreement’ "} is made between;

AIhanz Global Rrsks US Insura,nee Company f/k/a Alhanz Insutance Company '
(u A],ha-nz’,) »

on the one hand; and, on th'e other hand: |

T . World Trade C,enter Propertres LLC (“WTC Properties LI C”) Srlverstem
Propertres, Ine Srlverstem WTC Mgmt Co., LLC 2 World Trade Center LLC,
- 'World Trade Center LI,,C (formerly known as "3 World Trade Cénter LLC"), and
"4 World Trade Centor LLC (herernafter eolleetrvely referred 10 as the “Srlverstem -

Insyreds™); -

LR Weetﬁeld, LLC (formerly anewrr as “Westfield Q.or'poration, Inc.”) and Westfield .
America, Inc. (hereinafter collectively referred to gs the “Westficld Insureds”);

¢ WTC Refail LLC (formerly known as “Westfield. w'rc e, 1 World Trade
~Center LLC a.nd

. The Port Autherrty of New York a,nd New b ersey (“Port Authorrty”)

Throughout this Agreement all parties other than Alhanz are col]ectlvely referred to as the
~ “Insureds” and mdrvrdually referred to as an “Insured”; WTC Retail LLC 1 World Trade’ Center
- LLC 2 World T rade Center LLC, 3 World Trade Center LLC and 4 World Trade Center LLC Bre
: collectrvcly referred to a8 the “Net Lessee Insureds” 2 World Trade Center LLC, 3 World Trade -
Center LLC and 4 World Trade Center LLC are oollectlvely referred to as the “Sllverstern Net

' Lessee Insureds”; WTC Retarl LLC and 1 World Trade Center LLC are eollectrveiy referred toas

WTCP 0015965
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SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDER
IN RE SEPTEMBER 12 LITIGATION
" 21 MC 97 (AKH) (SD.N.Y)
21 MC 101 (AKH) (S.D.N.Y)

CONFIDENTIAL -DO NOT CoPY OR DISCLOSE
the “Port Authorrty Net Lessee Insureds” and Allianz and the Insureds are referred to herein as the

“Parties” (each a “Party™), unIess otherwrse mdlcated

WHEREAS pursuant to net leases dated on or about July 16, 2001 the Net- Lessee .
Insureds leased from the Port Authorlty certain buﬂdmgs and structures at the World Trade Center

(heremaﬂer referred to as'the “World Trade Center. Property”),

“WHEREAS, in August 2001 Alhanz issued insurande pohcy No CLP 3001091 (the.
: .“Alhanz Direct Pohcy”) in the amount of $7,898,734 per: occurrence in Layer 3 ($25 mllhon X8
'$50 mllhon) and in the amount of $70, 000,000 per occurrence m Layer 6 ($250. rmlllon X8 $250 .
mllhon) iricluding, subject to the policy terms and condmons insurance for the World- Trade

Center Property and busmess interruption/lost rents;.

WHER.EAS Alhanz also'issued insurance policy No. CLP 3001140, which is the subJect

of a separate Settlement Agreement of even date (the “Frontmg Pohcy Settlement Agreement”),

WHEREAS Alhanz agreed to deem each of the Insureds to be insureds and/or loss payees -

and/or mortgagees, as their mterests may be, under the Allianz Direct Poli.cy;

WHEREAS, the World Trade Center Property was destroyed on September 11, 2001;
.REDAC ED

WHEREAS the Parties dxsputed whether the destructlon of the World Trade Center
Property constituted one or moré than one occurrence ynder the Allianz D:rect Pohcy ancl various _
_other issues concemmg the Partles rights'and obligations under the Allianz Direct Policy arising

out of the destruction of the World Trade Center Property; :

" 'ALLIANZ DIRECT SETTLEMENT -- 2
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t . .SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDER
¢ IN RE SEPTEMBER 11 LITIGATION
© UMC97 (AKH) SD.NY)
+ 21MC 101 (AKE) (S DN.Y)

) " . CONFIDENTIAL - DO NOT corvonmscx,osm
WHEREAS, the Partles have- 11t1gated thls dlspute in the GlVll act10ns numbered Case

Numbers 01-CV-9291 and 02- CV-0017 in the- Umted States Dlstnct Court for-the’ Southern
Drstrlct of New York and have taken related appcals (collectlvely, the “Federal Action”), and also .
in Index Numbers 602857/03 602897/03 and 402523/06 in'the Supreme Coutt.of the State of -

New York, County of New "York (collectlvely, the “State Actxons”) (all collectively; the

“Lawsults”),

WHEREAS the Parties l1t1gated the number—of-occurrences issue in the Fedcral Actlon

E WHEREAS on December 6 2004 a jury m the Federal Actlon found that under the
- Allianz Direct Pohcy, the Parties intended to treat what happened on September 11, 2001 at the' :

World Trade Center as two occurrences;
© WHEREAS, All_ianz appealed from the jury verdict in the Fe'd.er'al Action tg the United .
States Court of Appeals for the Second Circuit; - o
WHEREAS on October 18, 2006 the Umted States Court of Appeals for the Second
.Clrcult afﬁrmed the j Jury verdict i m the Federal Actlon in favor of the Insureds- and agamst Allianz

and, on December 29, 2006 the Second ercult denied All1anz 3 petxtlon for rehearmg,

WHER.‘EAS All1anz demanded appralsal on February 25, 2002 and the Insureds and,
among other insyrers, Alhanz have been engaged in an qngomg appralsal to resolve valuatlon .

issyes thh respect to the World Trade Center Property (the “Appralsal”),

‘WHEREAS, the Apprarsal is ongomg and has resulted in; settlements and awards on certain
dxsputed issues of fact relatlng to “core and shell" Replacement, Cost but other valuatlon issues,
1ncludmg Actual Cash Value Lost Rents, Allocatlon and certam aspects -of Replacement Cost

remein to be resolved,;

.ALLIANZ DIRECT SETTLEMENT -- 3
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SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDER
IN RE SEPTEMBER 11 LITIGATION
21 MC 97 (AKH) (S.D.N.Y)
21MC 101 (AKE) G.D.NY)

. CONFIDENTIAY, - DO NOT COPY OR DISCLOSE
WHEREAS the Lawsuits havc rcsulted in numerous rulings as a matter of law on dlsputed

issues, maty of which have not yet been appealed but could be appealed at a lateér time, and other

‘legal issues remain in dispute but have not yet bpeﬁ presented to the court for resolution,;

’ WHEREAS, the Pa.rties have incurred and in the absence of this Agl'eemkznt'would
contmue to tncur substantxal attomeys fees and expenses 1n connectlon w1th the Lawsults and the

Appralsal

-WHEREAS, the Parties wish to preclude the necessity of incurring such additional fees

and expenses;

WHEREAS, the Parties seek in this Agreement to'settle fully and finally and to resolve for
-all time any and all disputes bétween them regarding the. Allianz Direct Policy, 1nclud1ng but not
limited to the pending Lawsuits, on thc terms and condmons set forth herein (but without walvmg

- their posmons, arguments and defenses in connectlon with the Lawsults),

NOW, THEREFORE, in consideration of these premises, mutual promises and covenants,

the Parties'hereby agree as follows;

- REDACTED

ALLIANZ DIRECT SETTLEMENT --4 -
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SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDER ..
IN RE SEPTEMBER 11 LITIGATION
21 MC 97.(AKH) S.D.N.Y) .
21 MC 101 (ARH) (8.D.N.Y) -

- CONFIDENTIAL - DO NOT'COPY OR DISCLOSE

REDACTED

4. Release by the Insureds:

REDACTED
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SUBIECT TO CONFIDENTIALITY PROTECTIVE ORDER
INRE SEPTEMBER 11 LITIGATION
41 MC 97 (AKH) (S.D.N.Y)
21 MC 101 (AKH) (S.D.N.Y)

REDACTED

(d) except as sét forth in
paragraph 6, any cIaIms demands debts, causes of act1on obhgatlons qr hablh’aes relatmg 0
matters of ‘§ubrogation, ‘priotity of re,covery dnd” claiths agamét third partles and (e) a,ny

'obllga’uons crea,ted herein.

" ALLIANZ DIRBCT $ETTLEMENT -6 -
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SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDER
..~ " INRE SEPTEMBER 11 LITIGATION

- A MC 97 (AKH) (SD.N.Y)
21 MC 101 (AKH) (S.D.\N.Y)

_ " CONFIDENTIAL - DO NOT COPY OR DISCLOSE
5.7 . " Release by Allianz:

REDACTED

. This release and

REDACTED
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. SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDER
- IN RE SEPTEMBER 11 LITIGATION
21 MC 97 (AKH) (S.D.N.Y).
"21 MC 101 (AKH) GD.N:Y)

. CONFIDENTIAL - DO NOT COPY OR DISCLOSE
REDAGTED

d) except as set forth in

paragraph 6, any olalms, demands debts, causes of actron oblrgatrons or llab111t1es relatmg to

matters of subrogatlon, prlorrty of recovery and clanns agalnst th1rd partles and (e) any,

obli gations created herem

6, Subrogaﬁon/Priority of Recoyegy;

The Partles to this Agreement are pursumg clarms dgamst third-parties alleged to be )
: responsrble for property a,nd other damages occurrmg on September 11, 2001 These claims are
pendmg in the United States District Court for the Southern District of New York in consolldated
' lrtlgatron entrtled In Re September 11 Litigation (21 MC- 97) and In Re -September 11 Property
" Damage and Business Loss Litigatton (21 MC 101) (collectively the “Recovery Litigation“). The "~
Parties have a cllisagreer_nent. with respect to issues of subrog_ation_ and priority of recovery'in the
Recoyery Liti'gation The Parties heteby agree that they shall request that either iudge Alvin K.

' Hellerstem or Judge Haro]d Baer, Jr of the Umted States District Court for the Southem Dlstrlct of -

-the two judges) resolve this disagreoment by rheans of orie or more motions,
7. Dismissal

REDACTED

(&) the Insureds and Allianz shall
jointly file with the'respective courts mot'ions disrnissing all ¢laims and eountercleims es between .

the Insureds and Alhanz wrth respect fo the Alhanz Dn‘ect Pohcy from the Lawsults wnth prejudlce

ALLIANZ DIRECT SETTLEMENT - 8
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SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDE
IN RE SEPTEMBER 11 LITIGATION. 8
;.31 MC 97 (AKH) ($.D.N.Y)
{21 MC 101 (AKH) (S.D.N.Y)
CONFIDENTIAL - DO NOT COPY OR DISCLOSE

and without costs as to any parfy, éw_suant to the terms of agreed-upon forms of order, which order
. shall have a provision consistent with the terms of'this Agreement res erving the mees’ respective

. righfs with respect to claims of subrogation and priority of fecovery a8 provided in paragraph 6;

REDACTED

" ALLIANZ DIRECT SETTLEMENT - 9
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SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDER
IN RE SEPTEMBER 11 LITIGATI ON
21 MC 97 (AKH) (S.D.NY) -
21 MC 101 (AKH) (5.D.N.Y)

REDACTED

14,  Bntitc 'A'g;eem“eht'
The Partles ack:nowledge and agree that this Agreement embod1es the entlre and complete
,terms and cond1t1ons of theu' agreement descnbed herem and’ that it supersedes any and all prlor

representatlons understandmgs and agreements, Whether wrltten or oral

REDACTED | |
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" SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDER
' IN RE SEPTEMBER 11 LITIGATION .
. 2 MC 97 (AKH) S.D.N.Y)
21 MC 101 (AKH) (SD.NY) -

CONFIDENTIAL - DO NOT COPY OR DISGLOSE

SILVERSTEIN PROPERTIES, INC,,
SILVERSTEIN WIC MGMT. CO. LLC,
2 WORLD TRADE CENTER LIC, .
3 WORLD TRADE CENTER LLC (Formesly known
. 23"5 WORLD TRADE CENTER LIC"),
4 WORLD TRADE CENTER LLC: |

WORLD TRADE CENTER PROPERTIES LLC, __

By K Ry
.. Name: ﬂrMWf
Is: sviP ' o

. Dated: *’;/{,@7.

- REDACTED

' ALLIANZ DIRECT SETTLEMENT - 13
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SUBJECT TO CONFIDENTIALITY PROTECTIVE ORDER
IN RE SEPTEMBER 11 LITIGATION
21 MC 97 (AKH) (8,D.N.Y)
21 MC 101 (AKH) (S.D.N.Y)

CONFIDENTIAL - DO NOT COPY OR DISCLOSE

REDACTED

REDACTED
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- .SUBJECTTO CONFIDENTIALITY PROTECTIVE ORDER
INRE SEPTEMBER 11 LIFIGATION
21 MC 97(AKH) (S.D.NY) -
. U MC 101 (AKH) @D.NY)

' CONFIDENTIAL - DO NOT COPY OR DISCLOSE

REDACTED

ALLIANZ GLOBAL RISK§ US INSURANCE
COMPANY c

Bnywk A<)/<‘2'\n-— .
Naffie? BReaT B Son g sas
Is: SeroR VILE Fresidgwr
Dated: .Lult\ L,'\ 2os7 .

ALLIANZ DIRECT SETTLEMENT - 15
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OFFICE LEGAL COPY

. : nem# S5 354
UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

‘ x . o
SR INTERNATIONAL BUSINESS INSURANCE CO. : Civil Action No, 01 CV 9291 (MBM)
Plaintiff-Counterclaim Defendant, * ’ | .
. ' v o o ¢ SUPPLEMENTAL AND SECOND
WORLD TRADE CENTER PROPERTIES LLC, et l, mg%%%%?g’ggﬁ‘}m
Defendants-Counterclaimants. A : :
PART 11 — COUNTERCLAIMS
AGAINST ADDITIONAL

. ; COUNTERCLAIM DEFENDANTS
WORLD TRADE CENTER PROPERTIES LLC; : '

- SILVERSTEIN PROPERTIES, INC.; SILVERSTEIN ¢ JURY.TRIAL DEMANDED
WTC MGMT. CO, LLC; | WORLD TRADE CENTER |
LLC; 2 WORLD TRADE CENTER LLC: 4 WORLD . °
TRADE CENTER LLC; and 5 WORLD TRADE

- CENTER LLC,

_ Counterclaimants,
v

- ALLIANZ INSURANCE COMPANY; COPENHAGEN |

REINSURANCE CO. (UK) LTD.; EMPLOYERS !
INSURANCE OF WAUSAU; FEDERAL INSURANCE :
COMPANY; GREAT LAKES REINSURANCE

PLC; GULF INSURANCE COMPANY; HOUSTON
CASUALTY COMPANY; INDUSTRIAL RISK
INSURERS; LEXINGTON INSURANCE CO.,;
CERTAIN UNDERWRITERS AT LLOYD'S OF
LONDON; QBE INTERNATIONAL INSURANCE
LIMITED; ROYAL INDEMNITY COMPANY; TIG
INSURANCE CO.; TOKIO MARINE AND FIRE
INSURANCE CO.; TRAVELERS INDEMNITY
COMPANY; TWIN CITY FIRE INSURANCE Co.;
WURTTEMBERGISCHE VERSICHERUNG AG,; and
ZURICH AMERICAN INSURANCE CO,, .

Additional Counterclaim-
. Defendants.
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INDEX TO PART Il OF SUPFLEMENTAL AND SECOND
AMENDED ANSWER AND COUNTERCLAIMS
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169. ‘The Silvérs'tein P-art_les are therefore entitled to prompt relir.f from this
Court (in addition to the relief specified above in paragraph 166): (a) declaring that the eVenrs of
September 11 constitute two occurrences under the coverage the Insurers agreed to, provrde' (b)
to the extent not already paid, ordering the Insurers without condition or delay to pay their
.apphcablle shares of the Insureds’ claim for Actual Cash Value; () ordering the Insurers to pay |

their appl icable shares of the Insuteds’ Replacexrrent Cost; (d) to the extent not already paid,

ordering the Insurers to pay their applicable shares of the Insureds’ Business Intcrruptlon/Renlal
Value claims made to date, as well as any claims made hereafter during the pcrxod of restoration
and any extended period of indemnity; and (¢) providing related declaratory reliefresolving

various disputes &s'to policy interpretation that have developed between the Insurers and the

Insureds,

170.  The combined tota] of the chlacemem Cost and Busmcss

!nterrupuon/Rental Value losses to be incurred atttibutable to each of the two occurrences here
will equal or exceed the $3.5468 brlhon policy limit applicab]c: to each such occurrence,
| - THE ADDITIONAL COUNTERCLAIM-DEFENDANTS

17.1. Counterclaim-Defendant Allianz Insurancc Company (“Allfanz") isa
California corporation with its -principal place of busirrcss in Burbank, California.

172, Counterclaim-Defendant Copenhagen Reinsurance Co, (UK) Ltd,
(“Copenhagen Re") is a private limited company based in London, England,

- 173, Counterclaim-Defendant Federal Insurance'Company (“Federal

Insuxance™) is an Indiana corporation with its principal place of business in Warren, New Jetsey.

1744 Countercléim-Defendanl Great Lakes Reinsurance (UK) PLC {("Great

Lakes") i$ Incorporated as a public company and i3 based in London, England,
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. ADDITIONAL COUNT ERCLAIMS FOR RELIEF

A. LL!ANZ — THE SQUOTA SHARE” INSURE

221, Alh_anz participated in the Silverstein program both on its own behalf —
in the third and sixth layers ot‘.the progtam — and as a “front” for SCOR, a French insurance
company, with respeci to a 10% “quota share” participation on all layets of the overall program,
See Ex;’.. A ?.nd B hereto, In direct communications with Willis, SCOR agreed fo provide 2 10%
q{xota share participation in the coverage program, but advised that (dug to certain restrictions) it
could not parilcipate as the primary insurer of record anld required another {nsurer who could do
50 o act as jts “front,” SCOR reinsured 100% of Allianz’s 10% quota share “front”

participation,

222.  OnJuly 9, 2001, Allianz received an abbreviated version of the

“linderwiting submission from Stewat Smith, the wholesale arm of Wiilis, T{ was the custom~ ~ — ~ ™ =

and practice of Stewart Smith not to include a draft policy form with such underwiiting
submissions. Consistent with this custom and practice, the subm1ssxon sent to Allianz did not

include the draﬁ WllProp Form. The submission sent to Allianz likewise did not refer to the

draft WilProp Form,

28, On July 12, 2001, Ai]iani submitted to Stewart Smith, a unit of Willig, a
quotation for coverage in layers 3 and 6 of the program (the seoond and fifth excess layers above
the primary layer). In layenl 3, Allianz quoted a limit of $9,750,000 “per Occurrencc.a,” but
ultimately bound coverage in the amount of $7,398,734 “per occurrencc" (as part of ad23
million layer excess of $50 million). In layer 6, Alhanz initially quoted a limit of $110,000,000

“*per occurrence,” but ultimately bound coverage in the amoum of $70,000,000 “per occurrence™

(as part of a $250 million layer excess of $250 million).

21
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224.  Thereafier, Stewart Smith sent Allianz a July 18, 2001 e-mail confirming
that Allianz was binding coverage in the amount of $7,898,734 per occurtence in layer 3 énd
$70,000,000 per occurrence in layer 6. Tﬁe Stewart Smith e-ﬁiail expressly stated that the ferms .
and-conditions of ths éo‘.zerage would be “Follow form primary,” Allianz gecepled these terms
on July 18,2001, by providing Stewart Smith with an Alli@z policy number to refer to the
coverage that Allianz hed agreed to bind. This July 18 e-mail vxchange constituted Allianz's

binder for the coverage. Neither the Allianz quotation sheet nor the Allianz binder defined

“occurrence.”

225.  Stewart Smith advised Allanz in mid-July that the Travelers Form would
be adopted as the basis for the coverage.” Allianz voiced no objection to the use of the Travelers

Form, and Allianz’s binder explicitly set forth “Follow form primary,” a reference to the

Trvalers Fom™ = . T S e e e

226, In early August 2001, Stewart Smith again advised Allianz that the
Travelers Form wauld be used on the program, and Allianz’s underwriter memorialized this
conversation by writing fhe words “Travelers — Form™ next 1o ihe words “Follow _form primary”
on a paper prinitout of Allianz’s binder. |

227, In connection with providinIg coverage to the Silverstein Leaseholdets,
SCOR was originally approached by Willis with the WilProp Form as a potential starting point
for fc;rm negotiations. On or about July 9, 2001, SCOR advised Willis's London office of its
willingness to-provide a 10% quota share of the coverage on the World Trade Center Properties,
On July 12, 2001, SCOR offered in writing to provide a 10% quota share of $é.33 billion per
oceurrence in excess ‘of a $1 million per occurrence deductible. On or about July 17, 2001,

Willis London advised SCOR that the size of the program was increasing to over $3.2 billion per

22
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occurrence, and SCOR (for an increased premium) orally agreed to increase its 10% quota share

to that larger amount. Subsequently, on or about July 20, 2001, one of SCOR’s uhdemriters was

advised by a representative of Willis’s London ofﬁce that the policy form would bc the Travelcrs

Form. On July 20, 2001, one SCOR underwriter expressly acknowledged having been so
advised, e-mailing another SCOR underwritcr that: “Policy form will»be Travelers and we will
soon have a copy,” On July 23, 2001, Willis*s London office e-mailed to SCOR a copy of the

Travelers Form as well as a drafl slip reflecting the increased size of the program,

228, On or about July 26, after being thus advised that the Travelers Form, not

the WilProp Form, would be the form used for the program, afier receiving a specimen of the

Travelers Form, and after having had full opportunity to review it, SCOR executed a slip binding

Itself pursuant to the terms thereof {o provide, through Allianz as a “front Y

a 10% quota share of

coverage in the amount of $3.26 billion “per aceurrence” In excess of fa $1 million | per ST

occurrence deducuble. The SCOR slip, which SCOR faxed to Willis on July 27,2001, states that
the applicdble “FORM" was: “Skip Policy (NMA 1779) or Companies cquivalent.” “Slip Policy

(NM_A 1779)" refers 1o a Lloyd’s form that contains no substantive terms of cdvgrage or
“occurrence” definition, “Companics equivalent” refers to a fonn'used b.y insurers in the
London market that parallels the NMA 1779 ‘for;n and similarly contains no substantive terms of
coverage or “‘occurrence definition, The SCOR slip specifies that Its coverage is “per
occﬁnenCe"' and does not purport to define, br require an expanded or special definition of, the
term “‘occurrence,”

229, On August 1,2001, SCOR_ proceeded to execute an endorsement to lts

July 26 slip. This endorsement altered the nams of the Ir:{suged — from “Silverstein Properties,
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Ine.” to “World Trade Center Propertles LLC” — and provided that “{a]ll other terms and

conditions remain unchanged,” The endorsement did not define the term “occurrence.”

230, On August ], 2001, Stewart Smith sent Allianz an e-mail attaching
SCOR’s signed re!nsurance agreement and asking Allianz to coni‘ irm that Allianz would “from"

for SCOR, Alha.nz 5 underwnter later pnmcd this e-mail out, wrote “f’rontmg policy” on it and

affixed a post-it note that read “Travelers form ptimary,” Alllanz understood that the “fronting

policy” would be on the Travelers Form, '
231. . Thereafier, on August 3, 2001, Allianz issued & binder for a 10% quota

share of all layers in the program, which at that time totaled $3,26 billion “per ocourrence.” The

binder did not define the term “occurrence.” With respect to this 110% quota share binder,

Allianz was acting, as noted, as a “front” for SCOR. On August 14, 2001, SCOR issued an

mendorsemem amendmg Its sllp 10 pr6v1de that the sum msurcd was 33, 5468 bmxon “per !

occurrence” (of which SCOR's share remalned 10%) and to change the “Period” covered by
SCOR’s July 26 slxp from twelve months begmnlng oh July 18, 2001 to twelve months
beginning on July 19, 2001, Thxs endorsement did not define the term “OCcurrence " anid also
provided that all other terms and condmons of its slip “remain unchanged " On Augusl 31
2001, SCOR signed an amended certificate of f‘acultauve relnsurance {or the cotrect amount of
10% of $3.5468 billion “per occurrence.” The amended certificate was sent to Wi]lis‘

| 232," In August 2001, Allianz issued two excess policies (one with respect to

the 10% quota share it fronted for SCOR and oiie with respeet to Alllanz's additional

participations in layers 3 and 6 as described above). In a decision issued on January 29, 2003

and amended on February 25, 2003, this Court held that these Allianz excess policies govern the
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terms of the Allianz coverage, including the portion fronting for SCOR. The Allianz excoss

policies contain the foflo_wing definition of the term “Occurrence”:

The word “occurrence” shall mean any one loss, disaster or casualty, or

- series of losses, disasters or casualties arislng out of one event. When the
word applias to loss or losses from the perils of tornado, cyclone,
hurricane, windstorm, hall, flood, earthquake, volcanic eruption, riot, riot
attending a strike, civil commotion and vandalism and malicious mischief
one event shall be construed to be all losses arising during a continuous
period of seventy-two (72) hours, When filing proof of loss, the Insured
may elect thie moment at which the seventy-two (72) hour perind shall be
deemed to have commenced, which shall not be earljer than when the first
loss to the covered property or interests oceurs. (emphasis supplied),

233, The losses suffered by the Insureds on September 11 arise out of two
“events,” not one, 'Each airplane impaét, causing a separate fire and building collapse,

constituted a sepatate “event.” Furthermore, the events of September 11 do not constitute

B} ..,fMliﬁln‘lQthLﬂi@Mis_cmﬂbuﬂhinm xeaning of the Allianz io&currnnécl’,deﬁnition, e

and the provision in the definition aggregating é.ll losses from the perils of "vandal}sin and
malicious mischief . . . arising during a coﬁtinuous petiod of seventy-two (72) hours” into a
single ‘.‘occurreﬁee" does not apply.'lAc'cordingly, under the coverage that Ailianz,agreed to
provide, the events of September 11 constitute two occurrénces.

234, The Allianz excess policies contain no time limit on Business
Intc&uption/Rental Value payments, The July'SCOR 26 slip provides for an extended period of
indemnity of up to two years, ' '

235.. On behalf of al! Insureds, Willis made full payment to Allianz of all
preniiums due for the agreed-upon coveragé.'md-Ailianz accepléd payment of those premiums.

‘All conditions precedent to Allianz's obligations to perform have been satisfied,
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SEVENTH COUNTERCLAIM — AGAINST ALLIANZ,

Claim for partial judgnent for siﬁgle policy limit

236, The Silverstein Parties repeat and reallege the allegations_ of paragraphs
159 through 235 as if fully set forth here_:in..

237, - There is no question that the dollar amounts of the losses sustained by the

Silverstein Leaseholders with respect to the World Trade Cetiter-Properties exceed the $3.5468

billion policy limit on a “per occurrence” basis. There is no basis for any good faith dispute that

the losses exceed $3.5468 billlon, Therefore, putling aside the issue whether the events of

September 11 constitute two occurrences under the coverage Allianz agreed to provide, Alljanz

is liable under that coverage, at a minimum, to pay out a single policy limit or $432,578,735 (less

any amounts préviously advanced):

238, "By virtue of the foregoing, the Silversiein Pames areentitled to partial "
Judgment against Allianz in the amount of $432, 578,735 (less any amounts previously advanced
by Allianz against the proofs of losses), plus pre-judgment interest as provided by law, and costs,

without prejudice to the rights of any party as to any other issue,

EIGHTH COUNTERCLAIM - AGAINST ALLIANZ,
Claim for declaratory. relief on the number of occurrences
239.  The Silverstein Parties repeat aﬁd reallege the allegations of pé.ragra'phs
159 through 235 asif fully set forth hereln.
240, An actual case or controversy exists between Lhe Silvcrstem Parties and
Alhanz regarding whether the September 11 World Trade Center attacks constitute one
/ occurrence or two occurrences under the coverage that Allianz agreed to provxdc to the

Silvcrslem Partics. The Silversteln Parties contend that the events of September 11 constitute .

. two occurrencns, Allianz contends that the events constl(ute but one occurrence.
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241, Under the coverage that Allianz agreed fo providc,' the events of

September 11 constitute two ocourrences,

242, The Insureds are entitled to a declaration that the events of September 1

constitute two occutrences under the coverage that Allianz agreed to provide to the Silverstein

Parties,

NINTH COUNTERCLAIM -- AGAINST ALLIANZ

Claim for partlal judgment for Actual Cash Value and for
Business/Interruption Rental Value through trial

243... The Silverstein Parties repeat and reallege the allegations of paragraphs

139 through 235 as if fully set forth herein, |
244, The .Ins'ureds hiave submitted proofs of losses and damage reports to gach

e ey f'tht"ln_surersrwhi'ch"document"that'th‘e‘Actual'“(iash-V‘alue"0'f"lh'c*Wn'rld“[’rad‘c‘(‘l*enter‘”*'“-"""“'"""- T
| Properties and retail mall destrdyed on September 11, 2001, is $5.634 billion. The Insureds have

.also sixbmitted proofs of losses for Business Interruption/Rental Valué losses sustained totaling

$671 ,212.177 to date, and intend to continue periodically to submit proofs of losses for rental

losses that will continue to be sustained during the years that'will be required to rebuild the

World Trade Center complex and for the extended periods of indemnity,

. 245, Allianz has refused 16 pay it.s full applicable share of these amouts.

246,  Under the coverdge that Allianz agreed to.provide, the svents of
September !1 constitute two oceurtences,

247, By virtue of the foregoing, the Silverstein Parties are entitled to partial

judgment in an amount equal to Allianz’s applicable share, for each oceurrence on a two-
oceurrence basis, of (i) the Insureds’ Actual Cash Value claim, and (ii) the total lost Business

Interruption/Rental Value claimed by the Insureds through trial, less any amounts previously
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advanced, plus pre-judgment Interest on all of the foregoing as provided by law, and costs, all in

an amount to be established at trial.

B. INSURERS WHOSE COVERAGE WAS PLACED THROUGH
THE LONDON MARKETS .

248,

Brokers emplayed by Wllhs § London office placed covcrage on behalf of
the Sllverstem Parties with a number of Insurers operating in the London insurance market, Asa
matter of industry custom, insurers providing coverage through the London insurance market ~—
certain of which are physically located in Continental Europe but nevertheless transact business
with London brokers — initially bind their obliéation to-provide coverage by subscribing a
placing “slip.” Once a slip is signed (or “scratched”) and coverage is bound, the slip serves as
the insurance contract betWeen the insurer and the insured until a final policy form is issued,

—— _.*_.__. e 289, _..Ajhp_tymnally_m prgparﬁd hy.a broker acting on behalf, "of.an, Insured,and _ _ _ ___

' ' specifies the proposed terms and conditions of coverage. The draR slip is then prcsemed by the
broker to an underwtiter, who can determine whether and on what terms he or she wishes to
underwrite the risk. It is the underwriter’s job to propose and physically mark on the slip any
changes to the contemplated c".OVerage that he or she requires, including, for example, specifying
any particular clauses, conditions, ar policy forms that must apply to that insurer's coverage,
Once the underwriter and the broker have reached agreement on proposed terms and conditions
of coverage — and the underwriter has hand marked on the slip or attached to the slip any
changes lo the terms as initially proposed — the underwriter will commit to provide coverage by
subscribing the slip, j.e., by affi ixing and then initialing a stamp that specifies the i insuring entity

and the amount of the coverage,

250.  Often in the London insurance market, consecutive Lloyd’s syndicates and

other London market insurers will review, amend, and subscribe the same placing slip for
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