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IN THE UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF VIRGINIA

RICHMOND DIVISION
Inre: Chapter 11
HOPEMAN BROTHERS, INC,, Case No. 24-32428 (KLP)

Debtor.

DECLARATION OF MIN KYOUNG KIM

I, Min Kyoung Kim, declare as follows:

1. I am an attorney with the law firm of Ruggeri Parks Weinberg, LLP, counsel for
Hartford Accident and Indemnity Company and First State Insurance Company (together,
“Hartford”) in the above-captioned action. I am over the age of eighteen and I am competent to
testify about the matters in this declaration.

2. [ submit this declaration in support of Hartford’s Limited Objection to Plan of
Reorganization of Hopeman Brothers, Inc. Under Chapter 11 of the Bankruptcy Code. Iam
authorized to submit this declaration on behalf of Hartford.

3. Attached hereto as Exhibit 1 is a copy of the Agreement Concerning Asbestos-
Related Claims, dated June 19, 1985, as the same was filed at docket entry number 1160-1 in
In re Quigley Co., No. 04-15739 (Bankr. S.D.N.Y. filed June 29, 2007).

Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing is true

and correct to the best of my knowledge, information and belief.

Dated: July 7, 2025 m

Min Kyoung Kim
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CERTIFICATE OF SERVICE
I hereby certify that on this date, I submitted the foregoing through the Court’s CM/ECF
system, causing a true and correct copy to be electronically delivered and served on all parties

registered to receive electronic notices in this case via that system.

Dated: July 7, 2025 /s/ James W. Burke
James W. Burke (VSB No. 76551)
RUGGERI PARKS WEINBERG LLP
1875 K Street NW, Suite 800
Washington, D.C. 20006
Telephone: (202) 984-1400
jburke@ruggerilaw.com

Counsel for Hartford Accident and Indemnity
Company and First State Insurance Company
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AGREEMENT CONCERNING
ASBESTOS-RELATED CLAIMS -

June 19, 1938
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AGREEMENT CONCERNING ASBESTOS-RELATED.CLUMS

This Agresment to provide for the administration, defense, payment and disposition of
asbestos-related claims (hereinbelow referred 10 as the “Agresment™) is made betwesn and
among the Subscribing Producsss, as defdned hersinbelow, and the Subscribing Insurers, as
defined hersinbelow.

WITNESSETH:

WHEREAs, Subscribing Producsrs and Subseribing Insurers have considered the mature of
asbestos-related claims. their number and widespread diswibuton throughout the United States.
the varicus rules of law governing their resolution. the scope and complexity of the insurancs
arrangements related therero, and the burden that such claims have placed on the American civil
justice system; and - -.

WHERZAs, Subscribing Producsrs and Subscribing Insurers recognize the existence of
numerous insurancs coverage disputes berwesn and among Insuress and Producsrs, differing
court decisions, and the existencs of cross-aczions among Producers and among Insurers; and

WHEREAS, Subscribing Producers and Subscribing Insuress desire to simplify the procedures
for handling claims, reduce the costs of such procsdures, apply insurancs arrangements in a
consistent manner and take other Steps reasonable and pracdcal to easure the expeaditure of
funds for the reasonable payment of meriwerious claims at reasonable processing costs; and

WHEREAS, Subscribing Producsess and Subscribing Insurers desire to resolve and discontinue
the various disputes concarning insurance coverage for asbestos-related claims and 10 embark
upon a2 method for resolution of asbestos-related claims and the insurance arrangsments
pertaining thereto;

Now THEREFORE. in consideration of the murual covenants herein contained and intending
w0 be legally bound hereby, the Subseribing Producers and Subscribing Insurers hereby agree as
follows:

L. GENERAL CONDITIONS

l. Any Producer or Insurer may become a signatory to the Agresment on or befors Juge 19,
1985, and in so doing shall agres o be bound by the terms and conditons of the Agresment and
the Appendicss herew, and prior to said date shall offer participation in the Agresment to each
and every of its Producers or Insurers, as the ase may be. If a Producer or Insurer does not
become a signatory herero on or before June 19, 1985, bur subsequendy wanrs to0 become a
signatory as a result of changed circumstancss, partcipadon in the Agresment by such Producsr

2. The Agreement is intended to apply solely to asbestos-related claims, as defined
hereinbelow. It is the product of informed negodations among the signatories hereto, involving
compromises of previously stated legal positions. The Agresment does not necessarily reflect the
views of Subscribing Producers and Subscribing Insurers as to their rights and obligations with
regard 1o matters or persons outside of the scope of the Agresment, and with respect 10 all such
mauers or persons, all signatories reserve all previously held positions and all other rights and
privileges. -
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J. The Agreement is intended to confer rights and benesits only upoa Subscribing Producers
and Subscribing [nsurers, and is not intended to confer any rights or benefits upon persons not
signatories (0 the Agresment, No person other than a signatory hereto shall have any legally
enforceable rights under the Agreement. All rights of action for any breach of this Agresment by
any signatory hereto are hereby reserved 0 Subscribing Producars and Subscribing Insurers.

4. All actions taken and statements made by persons or their representatives relating to their
participation in the Agreement. including its development and implementation. shall be withour
prejudice or value as precedents, and shall not be takea as a standard by which other mateers
may be judged.

5. All persons subscribing to or otherwise associaring themselves with the Agresment
request all Courts to take notics of its underlying purpose. and to accord all persons subscribing
10 or otherwise associatig themselves with the Agresmear and their representatives full privilege
and protection with respect to the disclosure of their actions. statements, documents. papers and
other materials relating to the Agresment, including its developmeant and implementation.

II. ESTABLISHMENT OF FACILITY

l. Subscribing Producers and Subseribing Insurers shall eszablish a non-profit organization
1o be known as the Asbestos Claims Facility (hereinafier referred o as the “Facility™). The
Facility shall administer and arrange for the evaluation, setiement, payment or defense of all
asbestos-related claims against Subscribing Producers and Subscribing Insurers in accordance
with the provisions of the Agreement and Appendix A hereto, and pursuaat to the provisions of
law and professional standards appliczble to Subscribing Insurers.

2. The Facility shall be governed by a Board of Directors whose members shall number at
least 12 and whose members shall contain an squal number of representatives of Subscribing
Producer members and of Subscribing Insurer members. The Board of Directors shall have
power (o increase the aumber of directors and to add public directors. to appoint such officars.
employess and committess of persons as the Board sess fit, 10 define their authorities and
responsibilities and to set the conditions of their appointments. The Board of Directors shall
have no power to modify any provisions of the Agresment or of the Appendicss hereto.

3. The Faciliry shall not sell, lease, exchange, mortgage, pledge, or otherwise dispose of all
or substantially all of its property or assets and shall not dissolve or wind up its afairs excapt
upon the affirmative vote of two-thirds of Subscribing Producer members with two-thirds intarsst
or rwo-thirds of Subscribing Insurer members with two-thirds interest.

[II. MEMBERSHIP IN FACILITY

l. Subject to the provisions of Section XXI hereinbelow, each Producsr and each Insurer
shall become a member of the Facility upon becoming a signatory o the Agreement and shall
invite each of its Producers or Insurers. as the case may be, to become a signatory to the
Agreement and thereby to become a member of the Facility.

2. Voting rights of members and voting procedurss shall be determined respectively by
Subscribing Producers and Subscribing Insurers.

3. Neither the Board of Directors nor any other persons shall have any authority to
terminate the membership of 2 member without the consent of such member: provided, that
membership in the Faciliry shall terminate at such time as 2 member no longer has an obligation

2
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to make payments or to pay expenses pursuant o the Agresment and the Appendices hereto. A
member may terminate its membership in the Facility at any tme upon written notice to the
Facility. but. excepr 1s otherwise explicitly provided herein, termination of membership shall not
modify the rights and obligations of a Subscribing Producer. Subscribing Insurer or the Facility
under the Agresment and the Appeadicss hereto.

V. SUBMISSION AND WITHDRAWAL OF CLAIMS

. By becoming a signatory to the Agresment. each Subscribing Producer and each
Subscribing Insurer designates the Facility as its sole agent to administer and arrange on its
behalf for the evaluation, settlement, payment or defense of all asbestos-related claims against
such Subscribing Producar or Subscribing Insurer. As sole agent. the Facility shall have exclusive
authority and discretion™to administer., evaluare, seule, pay or defend all asbestos-related claims.
Excepr as otherwise provided in Paragraph 1 hereinbelow, the Facility shall serve perperually as
the sole agent of each Subscribing Producer and each Subscribing Insurer with respect to all
asbestos-related claims.

Rroducerior Subseribing Insurer may Withdraw this ‘designation: of the

. made pursuant to Paragraph | hereinabove. ‘and may terminate the
thority to act on behalf of such Subscribing Producer or Subseribing
Insurer by providing wrirten notice o the Facilicy 60 days prior to the effective date of such
withdrawal; provided, that such withdrawal shall apply only to asbestos-related claims filed or
made against the withdrawing Subscribing Producer or Subscribing_Insurer subsequent to the
effective date of withdrawal. The Facility shall continue to serve as sole agent for sucu
Subscribing Producsr or Subscribing Insurer with respest to all asbestos-related claims filed on or
before the efective date of withdrawal.

V. COOPERATION WITH FACILITY

Each Subscribing Producer and each Subscribing Insurer shall comply with the terms and
conditions of the Agresment and the Appendicss hereto, and shall cooperate with and assist the
Facility in furtherancs of such terms and conditions. Each Subscribing Producsr and each
Subscribing Insurer shall respond fully and in a tmely manner to reasonable requests by the
Facility for information and shall assist in the securing and giving of evidence concerning
asbestos-related claims. To the extent practicable, the Facility shall maintain the confidentality
of confidential or proprietary informaton submitted by Subscribing Producsrs and Subscribing

Ensurers.

-

VI ALLOCATION OF LIABILITIES AND EXPENSES

l. Liability payments and allocated expenses shall be allocated to each Subscribing
Producer on the date such Producer becomes a signarory to the Agreement. Such allocation shall
establish the responsibility of each Subscribing Producer for a percentage of liability payments
and 2 percentage of allocated expenses anributable to each claim handled by the Fadlity as sole
agent for such Subscribing Producer under Section [V hereinabove. Each Subscribing Producer’s
percentages of liability payments and allocated -expenses shall be established as provided in
Appendix A-l hereto, and shall be subject to modification only in the manner and to the extent
set forth therein. To the extent that a Subscribing Producer’s percentages of liability payments
and allocated expenses auributable to 3 partcular asbestos-related claim are not payable by one
or more Subscribing Insurers pursuant to the Agreement and the Appendices hereto, such

3
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Subscribing Producar shall pay the percsatages of liability paymenes and allocated expenses in
question.

2. Each Subscribing Insurer shall acguiesce in and abida by the allocarion of percentages of
liability payments and allocated expeases w0 each Subscribing Producer, as described in
Paragraph | hereinabove, and shall consider, recognize and hold each Subscribing Producar’s -
shares of liability payments and allocated expenses atributable to each asbestos-related claim 1o
be necsssary, reasonable and proper and each Subscriving Producer to be properly bound and
obligatad to pay suchk sums. Each Subscribing Insurer shall Pay a sharz of unallocated expenses
and start-up costs as provided in Appeadix A-1 hereto, which shall be subject 10 modifcadon
only in the manner and to the extent set forth thersin.

.~

VIL FACILITY CLAIMS HANDLING

[. Except as otherwise provided in Section IV hereinabove, the Facility shall administar,
evaluate. semtle, pay or defend all asbestos-related claims against Subscribing Producers and
Subscribing Insurers, either within the Facility's procedures or through standard judicial means.
The Facility shall handle each asbestos-ralatad claim on behalf of all Subscribing Producars and
Subscribing Insurers, and shall not sertle an asbestos-related claim on behalf of fewer than all
Subscribing Producers and Subscribing Insurers. The Facility shal] settle each asbestos-relarad
claim so as to extunguish claims for all damages. including punitive damages. and. in the
setdement of asbestos-reiated ciaims, the Facility shall not Pay punitive damages o claimants.

2. The Facility shall hire competent and experiencsd legal counsel to defend asbestos-
related claims and shall retain such counsel as are necsssary and appropriate to defend the
interests of Subscribing Producers. The Facility may use its employess and independent persons
to provide professional medical and other assistance and advice.

3. Actons against nonsubscribing persons may be undertaken by the Facility on behalf of
Subscribing Producers and Subscribing Insurers, bur the Agreement shall neither require nor
preclude such actions. :

4. The Facility shall require valid evideacs to Support each claim against Subscribing
Producers and Subscribing Insurers, and shall require credible medical evidence in each case
prior to making payment to a claimant. Facility personne! shall be responsible for obraining
such evidence from each claimant and verifying it.

5. Aclaimant shall be paid solely for asbestos-related physical impairment and dysfunction.
If such claimant subsequendy develops an asbestos-related malignancy, the claimant may submit
a subsequent claim. Iz addidon. the Facility may provide certain claimants whose claims have
not matured with an opportunity to resubmit a claim to the Facility should additonal medical
evidence become available. The Facility may enter into agresments to suspend the running of
statutes of limitadons with respect to claims tmely presented and shall adopt uniform,
streamlined, expeditious procedures, i.nc!udh_:g voluntary nonjudicial means of resolving disputed
claims.

6. Each asbestos-related claim shall be evaluated on its individual merits, bur this shall not
preclude two or more asbestos-related claims from being setted simultaneously.

7. The Fadcility shall not make payments pursuant 10 a pre-determined schedule of benefits,
but detailed claims guidelines shall be used to evaluate and sertle asbestos-related claims. The
Facility shall make payments and setde claims only on behalf of Subscribing Producers and
Subscribing Insurers and shall be endded to credit for senlements made and judgments paid by
Subscribing Producers and Subscribing Insurers prior to subscription in the Faciliry.

4 +
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8. The Facility shall operate according to annual liability, defense and operartional
programs 0 be established by the Board of Direc:ors. The Facility shall be subject t0 annual
financial and quality control audits by persons selezied by the Board of Dirzctors and consisting
of an =qual number of representauves of Subscribing Producers and of Subscribing [nsurers.

VIII. COVERAGE DISPUTZS AND WAIVERS OF CLAIMS AND DEFENSES

I. Each Subscribing Producsr and each Subscribing lasurer shall forgo all claims for
declaratory reijef or damages. as 0 other Subscribing Producs:s and Subscribing Insurers.
relating to the application of insurancz 10 the investigation. seulement. defense or in-
demnification of asbestos-related claims within the 5cope of the Agresment. Upon becoming 2
signatory to the Agresment. all such claims shall be withdrawn and dismissed from pending
acuons. as to Subscribing Producers and Subscribing Insurers, with prejudice and without delay.

2. Each Subscribing Producss and each Subscribing Insurer shall forgo all claims for
contridution or indemnity (other than for contribution or indemnity assumed under writlen
agresment) against other Subscribing Producers and Subscribing Insurers with respect to all
asbestos-related claims exczpt those claims with respec: to which a Subscribing Producer or
Subscribing Insurer has withdrawn pursuant to Section IV hersinabove.

3. Each Subscribing Producer ang #ach Subseribing Insurer shall wajve claims for bad faith
Or punitive damages. as to other Subscribing Producers and Subscribing Insurers, with respec: 10
all marters within the sco pe of the Agreement: provided, that this waiver shall not apply to claims,
including punitive damages, for breach of or bad faith with respect 10 the Agresment.

4. This Section VIII shall not preciude a Subscribing Producer or Subscribing Insurer from
seeking reimbursement under other provisions of the Agresment. In addition, there are a limijtad
numbper of issues with respect to which the possibility of litigadon is specifically provided for
herein. but, except as otherwise provided in Paragraph 3 hereinabove, all claims for bad faith or
punitive damagss, as to other Subscribing Producers and Subseribing Insurers. shall be waived in
such litigaton.

5. Except as otherwise provided in Appendix B hereo, each Subscribing Insurer shall wajve
and permanently abandon and shall not assert or apply any conditons or defenses based’ upon,
or exclusionary provisions conrained in, insurance policies, which defenses or provisions have the
effect of reducing or denying insurance coverage available under any of the insurance palicies
issued by Subscribing Insurers 1o Subscribing Producers. This waiver inciudes clauses in multiple
insurance policies issued by the same insurer that seek %0 shift the entire loss arising out of one
occurrence o one of the insurance policies or 1o reduce the amounis payable under one insurancs
policy with respec: 1o the entire loss by amouats paid under any one of the other insurancs
policies, T

6. Subscribing Producsrs and Subscribing Insurers shall resolve through alternative dispute
resolution, in the manner set forth in Appendix C hereto, any disputed issues within the scope of
the Agreement and the Appendicss hersto.

IX. COVERAGE BLOCK AND FUNDING

. The “coverage block.” with respect to each Subscribing Producer, consists of all
insurance policies issued to such Subscribing Producer by its Subscribing Insurers 1o become
effective prior to the date (within the period January 1, 1973 through December 31, 1979)
selected by the Producer and set forth in its Schedules of [nsurance and, except as set forth

5 N
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hereinbelow. shall not include any periods subsequent to said date: provided, that the coverage
block shall not begin prior to the date of said Producer's first involvement with asbestos or
asbestos-containing products. Insurance policies written 1o become efective prior to June |9,
1985, and subsequent to the anding date of' a Subscribing Producer's initial coverage block may
be added consecutively (by year witq respect to annual limits) o0 such coverage block by
Payment. s due. of any applicable -deductibles. rewrospeciive rating premiums or self-insured
retennons in accordancs with the provisions of Sections XV and XVI hereinbelow and subjec: ;
appropriate credit for amounts previously paid by the Producer on account of such deductiblas.
reirospective rating premiums or self-insured reteations. Such insurance policies. whert added.
become part of the Producer's coverage block. Uninsured periods likewise may be consecutively
added. and must be added if they fall berwesn consecutively added insured periods: providad,
that if a Producer adds_a period for which it did not purchase insurance subsequent to the initial
coverage block. such Producer shall make liability payments and pay allocated expenses for that
period.

2. The “exposure period."” with fespect 10 each asbestos-related claim for a particular injury,
is the period from a person’s first exposure (0 any asbestos or asbestos-conrtaining products unril
first diagnosis of such injury or death resulting from such injury, whichever occurs first.

3. Any insurance policies covering 1 part of the exposure period for a particular claim may
be used 0 make liability paymeats and to pay allocated expenses for such claim in accordance
with the provisions of this Section [X. in the manrer set forth in Sections X and XI hereinbelow.

4. An insurance policy of an insolvent Subscribing Insurer shall be treated as would any
uninsured period in the inirial coverage block: provided, that with fespect to an insolvent London
Company (exclusive of Lloyds syndicate members) that has underwrinten a share within 3
particular insurance policy, the Subscribing Producer in Question shall pay such insolvent
Company's share of payments required under the insurance policy pursuant 1o the Agreement.

5. Insurance policies that expressly provide coverage on 2 specific manifestation or claims-
made basis or first discovery trigger shall be included within the coverage block in a manner
consistent with their terms.

6. Neither the insurance policies comprising a Subscribing Producer’s coverage block nor
any other insurance policies set forth in the Producer’s Schedules of Insurance are dedicated
solely 10 asbestos-related claims, and they may be used for the administrarion, handling or
disposition of any other claims covered thereunder and, subject to the terms and conditions of the
insurance policy in question, payments shall apply toward the exhaustion of any applicable
insurance policy limits. .

7. With respect to each Subscribing Producer, all liability payments and allocated expensas
arising out of the products hazard or completed Qperatons hazard, as defined in the insurancs
policy in question. shall be covered exclusively by products coverage (subject to applicable
aggregate limits if any), notwithstanding the presencs of allegations such as, but not limired to,
strict liability, failure to wam, negligence, breach of warranty, fraud, misrepresentation,
concsaiment or conspiracy. '

X. LIABILITY PAYMENTS

With respect 10 a particular asbestos-related claim, liability payments auributable o such
claim for each Subscribing Producer shall be made as provided hersinbelow:

I. Subject 10 the provisions of Section XX hereinbelow, each primary insurance policy
in the coverage block that covers any part of the exposure period shail make liability

6 “
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payments; and each excess insurance policy in the coverage block that covers any part of the'
exposure pefod-not then covered by underlying PRiMAry Of eXcass'insurancs in the Coverage
bioék-also- sh-aﬂ"*“r:‘fa‘k"’&”"*"l’r‘zrb-iiiwfv-p.aymen:s: provided, that no insurance policy shall make
liability payments after its limits of liability have been exhausted. Excsot as otherwise
provided herein. whenever a Subscribing Producer has no insurance for a paricular period
within the coverage block. liability payments otherwise allocable o that period shall be
allocated pursuant to Paragraph 2 hereinbelow to the periods within the coverage block for
which the Subscribing Producer has insuraace and to periods added 1o the coverage block
for which the Subscribing Producsr did not purchase insurancs.

2. The amount of liabilitcy paymeats to be made by each insurancs policy described in
Paragraph | hersinabove shall Bear the same relation 10 the aggregate liability payments
incurred as the part of the exposurs period then coversd by such insurancs policy bears 1o
the total pars of the exposure period thea covered by insurancs policies in the coverage
block and by periods added to the coverage black for which the Subscribing Producer did
ot purchase insurancs; provided, thar a Subscribing Producsr shail make liability payments
only if no part of the exposure period is then covered by insurance policies in the coverage
block. except as otherwise provided herein. .

XI. ALLOCATED EXPENSES

With respec: w0 a particular asbestos-related claim. allocated ¢Xpenses atributable o such
claim for each Subscribing Producer shall be paid as provided hereinbelow:

I. Subject to the provisions of Secion XX hereinbelow, unless it expressly provides
otherwise, each primary insurance policy in the coverage block that covers any part of the
exposure period shall pay allocated expenses; and. unless it expressly provides otherwise,
each excess insurance policy in the coverage block that covers any part of the exposure
period not then covered by underlying primary or excsss insurancs in the coverage block also
shall pay allocated expenses: provided, that such excess insurance policy shall only pay
allocated expenses where: A) payment of allocated eéxpenses would aor apply against the
aggregate limits of such excess insurance policy; or B) no primary insurance policies in the
coverage block cover a part of the exposure period; or C) remaining primary insuragee
policies cover 10 percent or less of the period comprising the coverage block initally selected
by the Subscribing Producer; or D) the initial coverage block is less than ten years and only
one primary policy year remains within the coverage block. Excepr as otherwise provided
herein, whenever a Subscribing Producer has no insurance paying allocated expenses for a
particular period within the coverage block, allocated expenses otherwise allocable to that
period shall be allocated o the periods within the coverage block for which the Subscribing
Producer has insurance paying allocated expeases and 1o periods added to the coverage
block for which the Subscribing Producer did not purchase insurance.

2. The amount of allocated expenses to be paid by each insurance policy paying
allocated expenses pursuant to Paragraph | hereinabove shall bear the same relation to the
aggregare allocated expenses incurred as the pan of the exposure period then covered by
such insurance policy bears to the total parts of the ¢xposure period then covered by
insurance policies in the coverage block paving allocated expeases and by periods added 1o
the coverage block for which the Subscribing Producer did not purchase insurance; provided,
that a Subscribing Producer shall pay allocated éxpenses only if no part of the exposure
period is covered by insurancs policies in the coverage block paying allocated expenses,
except as otherwise provided hereip.
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3. The payment of allocated expeases shall not apply against the aggregate limits of
primary insurancs policies unless the insurance Policies in question expressly provide
otherwise. The payment of allocated expenses shall apply against the aggregate limits of
excess insurance policies unless the insurance policies in question expressly provide
otherwise: provided. that with respect to excess insurancs policies that expressly follow the
provisions of underlying insurance policies for the payment of allocated axpenses, such
underlying language shail apply except where it is inconsistent with the terms and conditions
of the excess insurance policy.

XII. PAYMENT OF ALLOCATED AND UNALLOCATED EXPENSES
FOLLOWING EXHALUSTION OF LIMITS

l. Each Subscribing Insurer, with respec: both to policies of insurancs that expressly provide
that the duty w defend csases upon exhaustion of aggregate limirs (generally, post-1966
standard form insurance policies) and to pre-1966 standard form insurance policies, shall pay
allocared and unallocared expenses undl its limits of liabiity are exhausted but not thereafter.

2. Asto Subscribing Producers whose asbestos-related claims are being administered by the
Facility. Subscribing Insurers that have issued pre-1966 standard form insurance policies shall
esiablish. administer and fund an Insurance Defense Program. as set ford in Appendix E heraro,
to cover the allecatad and unallocated expenses of all claims that under the Agresment would
have triggered a pre-1966 standard form insurance policy. The [nsurancs Defense Program, on
behalf of Subscribing Insurers that have issued pre-1966 standard form insurance policies. shall
respond, as would any insurance policy paying allocated expensas under the Agreement, 1o pay
allocated and unallocated expenses for any claim triggering a pre-1966 standard form insurance

“policy year where: A) there is no obligation in such policy year to pay allocated expenses for such

claim: and B) no other insurance policies are paying allocated expenses for such claim or the
payment of allocated expenses by any of the insurance policies paying allocated expenses for-
such claim applies against aggregate limits pursuant o Section XI hereinabove or the
Subscribing Producer is payving allocated expeases for such claim. The Insurance Defense

rogram shall not be taken into account in determining whether an excess insurance policy pays
allocated expenses pursuant to Paragraph | of Section XI hereinabove.

XIII. START-UP COSTS OF FACILITY

l. All start-up costs shall be paid by Subscribing Primary Insurers in accordance with
Appendix A-2 hereto.

2. Charter subscribers may mitigate the Start-up expense burden through entrance fess that
shall be charged to new subscribers in accordance with Appendix A-2 hereto: provided, that new
subscribers do not include Subscribing Producers, except in the case of a new Producer with no
Subscribing Insurers. ~

XIV. UNALLOCATED EXPENSES OF FACILITY

1. All unallocated expenses of the Facility shall be paid by Subscribing Primary Insurers
and Subscribing Excess Insurers as they are called upon to make payments within the terms of
the Agreement. as described more fully in Appendix A-2 hereto.

2. A Subscribing Insurer shall be relieved of the obligation to pay unallocated expenses
upon the exhaustion of all of its obligations w0 make liability payments and to pay allocated
expenses, ‘

3. A Subscribing Producer shall be obligated to pay a share of Facility unallocated expenses
only after all applicable insurance within the coverage block is exhausted.

8
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XV. DEDUCTIBLES AND RETROSPECTIVE RATING PLANS

{. When a Subscribing Producer includes wichin its coverage block a particular period of
insurance subject to a deductible. self-insured retention or retrospecrive rating plan under which
paymenr would be due from such Subscribing Producer. thar Subscribing Producer shall pay the
deductible. self-insured retention or rétrospective ratng premium as due. excapt as otherwisa
provided herein.

2. A “date” shall be mutually agreed upon by each Subscribing Producer and its
Subscribing Insurers for purposes of this Section XV and Sections XVI and XVII hereinbelow.
The agreed-ypon date may be the same as or different from the date unilaterally selected by the
Subseribing Producer for the purpose of defining its coverage block pursuant o Section IX
herzinabove. All insurance policies issued 10 a Subscribing Producer prior to the mutually
agresd-upon date are “pre-data™ insurance policies.  All insurancs policies issued t0 a
Subscribing Producer subsequent o the mutually agreed-upon date are “post-date”™ insurance
policies. '

- 3. All deductibles and retentions. whether in pre-date or post-date insurance poiicies. shall
be applied in a pro-rata manner. in the same proportion as the policy year is called upon o make
liability paymeants. ) .

4. Once rerrospeciive rating plans have been closad. whether prior o or following the date 2
person becomes a signatory to this Agresment. they shall not require any additional payments by
a Subscribing Producer.

5. Unless otherwise explicitly provided in the insuranca policy in queston, payment by a
Subscribing Producer of a deductible shall not reduce the aggregate limits of such insurance
policy. ‘ :

6. With respect to a primary insurance policy containing a clause or endorsement providing )
substantally that paymen:s made which tnciude a deductible amount shall not increase the
Insurer’s liability with respect to each occurrence and aggregate, once the Subscribing Producer
or the Subscribing Primary Insurer has paid an amount equal to the aggregate limits. the
Subscribing Producer shall pay no more on account of such deductible and the Subscribing
Primary Insurer and Subscribing Excess [nsurer shall resolve between themselves the responsi-
bility for payments for such year.

XVI. APPLICATION OF INSURANCE POLICIES WITHOUT DEDUCTIBLE
OR RETENTION LIMITS

A. PRE-DATE INSURANCE PoLcies

=

I. Where deductibles and retentions are not limited explicitly by the insurance policy
language. the following schedule of miultipliers shall apply to limit per policy year such
deductibles and retentions:

Policy
Yesr
Face Amount of Cumutlative
Deductible or Retention Multiplier Maximum
Up 10 S3.000..... oo 10 3 50,000
Next $20.000 et 7.5 5200,000

2. With respect to per claim deductibles in excess of 525,000, the maximum to be paid for
each policy year by a Subscribing Producer is the aggregate limit of the deductible-containing
insurance policy. With fespecrt w per occurrence deductibles in excess of 525,000, the affected
parties shall resolve disagresments by negotiation, followed by non-binding alternative dispute

9
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resclution. followed. if necsssary, by litigation. Any such resolution shal] apply, in all respects, 1o
the afected parties notwithstanding any other provisions of the Agresment.

3. Where an insurance policy containing a deductible explicitly provides that payment of
deductibles reduces aggregate limits. then payment of deductibles shall apply against aggregate
limits, following the exhaustion of which, excess insurance policies shall become available. In all
other cases involving deducribles. payment of deductbles shall not apply against aggregate

- limits. and excess insurance shall become available after the uncerlying insurancs policy has paid

its remaining limits.

B. Post-DaTE INSURANCE PoLiciks

l. Deductibles and retentions shall apply as written. Affecied parties shall resolve any
disagreements by negotizton, followed by non-binding alternarive dispuze resolution. followed,
if necsssary, by litigation. Any such resolution shall apply, in all respects, 10 the afected paries
notwithsianding any other provisions of the Agresment.

2. With respect to deductibles or reeations in an insurancs policy underlying an excess
insurance policy that contains standard excess ultimate net loss and/or loss payable clauses. such
excass tnsurance policy shall respond when liability payments equivalent’:o the amount of the
aggregate limits of the underlying insurance policy in question have besn made by the
Subscribing Producer or the Subscriving Insurer or both, unless: |

(A) There is evidencz that the Subscribing Excess Insurer was aware of the uncapped
deducible or reteation when writing its insurance policy, such evidencs to be in: (1) the
schedule of insurance in the excess insurance policy; (2) the underwriting fila of the
Subscribing Excess Insurer (3) the underwriter’s placing slip; or (4) the underwriting file of
the London broker (not any American broker); and

(B) Such evidence is provided to the Producer by the Excess Insurer within 60 days of
March 29, 1985, or of the date that the excess insurance policy in queston is listed in the
Producer’s Schedules of Insurance provided to such Excess [nsurer, whichever oceurs later.

XVII. APPLICATION OF INSURANCE POLICIES WITHOUT AGGREGATE LIMITS

A. PRE-DaTE INSURANCE PoLicIEs

l. With respect 10 (A) primary producs liabiliry coverage written without aggregate limits
either inadvertently or before the aggregate concept was developed, (B) primary non-produczs
liability coverage written without aggregate limits at any¥time, and (C) in the coverage for any
particular year the first excess occurrence policy without aggregate limits written directly above
an insurance policy with aggregate limits, the following schedule of multipliers shall apply per
policy year to provide aggregate limits for such policies:

Policy
Yenr
Face Amouar of Per Cumulasive
Occurrence/Accideat Limics Muitiplier Maxicum
Up 10 $100,000 10 $1,000.000
Next $200.000..cccummeeoo 5 $2,000.000
Next §200,000 .ccuumuemeee 3 $2,600,000
Next'$500.000..c..cmmneeo 1.5 53,350,000
Above 51,000,000............... eerererneeanan I N/A
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In addition. upon exhaustion of all applicable insurance policies for the year in question. the
no-aggregate primary insurance policy shall respond with coverage equal to ten times the per
occurreace/ accident limits up to the first $1 million of the per occurrencs/accident limits, minus
amounts previously applied to the maximum limit of such insurancs policy.

1. Allother primary producss liatility coverage written without aggregate limits shall apply
as written. [n the event of a dispure. afeczed parties shall engage in negouation. followed by
non-binding altemative dispute resolution, followed. if necessary, by litigation. Any such
resolution shall apply, in all respecs. to the afected parties notwithstanding any other provisioas
of the Agreement

3. All other excess occurrencs policies without aggregate limits shall apply to the extent of
one per occurraace/accideac limit.

-~ B. PosT-DATE INsurRANCE PoLicIEs

Posi-date insurancs policies without aggregate limits shall apply as written. [n the event of a
dispute, affected parties shall engage in aegouiation. followed by non-binding alternative dispute
resolution, followed. if necessary. by litigztion. Any such resolution shall apply. in all respects, 10
the afected parties norwithstanding any other provisions of the Agreement.

XVIII. POLICY PERIODS OF OTHER THAN 12 MONTH MULTIPLES

l. Unless it expressly provides otherwise. an insurancs policy of less than 12 months shall
carry full aggregate limits for the term of such policy.

e.b
2. Absent agresment among the afected parties, unless the insurance policy or other
documentary evidencs explicitly provides that another result was intended:

(A) Where an insurance policy was extended prior to the expiration date for a period -
other than a multiple of 12 months: (1) if the extension was at the request of the
Subscribing Producer, the period of less than 12 months shall carry pro-rata limits; and (2)
if the extension was at the request of the Subscribing Insurer. the period of less than 12
months shall carry full aggregare limits;

(B) Where an insurancs policy was initially written for more than one year but not for
a multiple of 12 months, then the period of less than 12 months also shall carry full
aggregate limits: and

(C) Where an insurance policy was cinceled prior to the expiration date by either the
Subscribing Producer or Subscribing Insurer, then the period of less than 12 months shall
carry full aggregate limits. except where a Subsecribing Excess Insurer canceled its insurance
policy specifically to make its insurance polictés” concurrent with underlying insurancs
policies and the Subscribing Producsr agresd, in which case the period of less than 12
months shall carry pro rawa limits. -

3. Deducubles and retentions in insurance policies described in this Section XVIII shall
apply in a manner consistent with the application of limits hereunder.

XIX. RETROSPECTIVE AND PROSPECTIVE APPLICATION

t. Excspt as otherwise provided in Section XXI hereinbelow, any and all provisions of the
Agreement shall- apply. as between a Subscribing Producer and Subscribing Insurer, to all
liability payments and expeases incurred subsequent to the date on which both the Subscribing
Producer and Subscribing [nsurer became signatories to the Agreement, and with respect thereto
and to the extent inconsistent herewith, shall nullify, repudiate, replacs and supplant, as between

11
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such Subscribing Producer and Subscribing Insurer. any prior agreements or judicial determina-
tions whether or not final: provided, that this Paragraph shall not apply to the exteat that a
Subscribing Insurer. by written agresment executed prior ©0 March 29, 1985, extinguished or
exhausted an insurance coverage obligation by payment of monies to a Subscribing Producer or
arfiiiated company. With respect w0 such extinguishment of an insurance coverage obiigauon. the
Subscribing Producer in question shall make liability payments and pay expenses (including
payments due under Appeadix E} as would the Subscribing Insurer in question under the
Agreement in the absence of such extinguishment: and the Subscribing Producer shall make such
payments and pay such expenses until the Subscribing Producer has paid hereunder an amount
equal to the monies récsived from such Subscribing Insurer with respect to such axunguishment.
plus investment income. if any. on such monies. and less any payments made and expenses paid

directly by such Subscribing Producsr for asbestos-related claims.

2. Subject to the-~provisions of this Section XIX. and except as otherwise provided
hersinbelow in this Paragraph 2. each Subscribing Producer and each Subsenbing [nsurar shall
be reimbursed for liability paymeats and allocated and unallocated expensas. including
deductibles. rerrospective premiums and loss conversion faciors. incurred prior {0 the date on
which the Subscribing Producer or Subscribing Insurer became a signatory to the Agresment,
such reimbursement to be made in accordance with the Agreement and as if the Agresment { but
not Section VI or Appendix A-1) were in effect at the time such paymeats and 2xpenses initially
were incurred. provided. that payments and expenses incurred. pursuant o an agreement
explicitly providing that such payments are final or to a final sertlement agreament or final
Judicial determination that became effective prior to the date on which the Subscribing Producer
or Subscribing Insurer became a signatory to the Agreement shall not be subject to0 reimburse-
ment or reallocation. Notwithstanding the provisions of Section XX hersinbelow, neither a
Subscribing Producer nor a Subscribing Insurer shall make reimbursements for amounts that
otherwise would have been reimbursed hereunder by an Insurer not a signatory hereto if said .
Insurer had become a signatory here:o.

3. Retmbursement of payments and expenses due hersunder shall be made within 90 days
of the date the Subscribing Producer. or Subscribing Insurer became a signatory to the
Agresment. At the option of such Producer or Insurer. reimbursement of payments and expenses
may be made quarterly in not more than twelve equal consecutive installments from the date
payable under the Agresment. with interest upon any unpaid principal balances compounded
daily and payable on a quarterly basis at the rate of interest announced pubticly by Citibank.
N.A.. in New York, New York, from time to time as Citibank. N.A."s Base Rate.

4. Reimbursement of payments and expenses pursuant to Paragraph 2 hereinabove shall be
made by and reallocated among primary and excess ifSurance policies in a reasonable manner.
and shall not require reallocation on ag_individual case basis.

5. With respect to fees and expenses incurred in asbestos insurance coverage litigation, each
Subscribing Producer and each Subscribing Insurer, in the absence of agreement, may submit
claims for such fess and expenses to alternative dispute resolution.

6. A Subscribing Producer shall not be reimbursed for allocated or unallocared expenses
incurred in fulfilling its duty of assistance and cooperation under its insurance policies:

(A) In-house costs claimed by a Subscribing Producer to be in excess of those incurred
in fulfilling its dury of assistance and cooperation under its insurance policies. in the absencs
of agresment with its Subscribing Insurers. may be submiued to alternative dispute
resolution; and -

12
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(B) Claims by a Subscribing Producer for fees and expenses incurred for coordinating
counsel. in the absences of agresmeat with its Subscribing [nsurers. may be submitted 1o
alternative dispute resolution.

XX. INSURANCE (SSUED BY NON-SIGNATORIES

I. Whenever a Subscribing Producer has an insurance policy issued to it for a particular
period within the coverage block by an Insurer that is not a signatory hereto. such Producer shall
use its reasonable best eforts. including, if aecassary, the umely pursuit of litigation. to obezin a
final and reasonable settlement agreement or fnal judicial determination concerning the
appiication of such insurance policy to asbestos-relatad claims. With respect thereto. each
Subscribing Producer and each Subscribing Insurer. to the extent practicable. shall cooperate
with and assist the Subscribing Producsr in question.

2. Whenever, with respect w0 an insurance policy described in Paragraph | hereinabove. the
. Subscribing Producer, pursuant o a final sectlement agresment or final judicial determination.
has received from the Insurer in question monies to administer. handle or dispose of asbestos-
related claims. such Subscribing Producer shall make payments and pay expenses (including
payments due under Appendix E) as would the [nsurerin question with respect to such Producsr
if said Insurer had become a signatory herezo. and the Subscribing Producer shall make such
payments and pay such expenses until the Subscribing Producer has paid an amount equal 0 the
monies received from such Insurer to adminiscer. handle or dispose of asbestos-reiated claims
plus investment income. if any. on such monies and less proration of any payments mads and
' unreimbursed expenses paid directly by such Subscribing Producer for asbestos-related claims or
incurred in obraining such judicial determination or settlement agresment.

3. Whenever an insurance policy described in Paragraph | hereinabove would have had o
make payments of (© pay expenses on a paricular claim under the Agreement had the Insurer in-.
question become a signatory hereto, and the Subscribing Producer has not received monies from
such non-signatory Insurer pursuant to Paragraphs | and 2 hereinabove. each insurance policy in
the coverage block covering a part of the exposure period for such claim shall make payments
and pay expenses. subject to applicable limits of liability. on a pro-rata basis in lieu of the non-
signatory insurance policy and to the exten: that such insurance policy would have had 10 make
payments under the Agresment. up to the applicable limits of such insurance policy; provided,
that the directly overlying excess insurance policy shall make such payments and pay such
expenses in lieu of the non-signatory -insurance policy only if no other insurance policies in the
coverage block cover a part of the exposure period: for such claim.’ Thereafter. upon a final
settlement or final judicial determination described in Paragraphs | and 2 hereinabove. each
Subscribing Insurer contributing hereunder shall. at its-oprion. be reimbursed by the Subscribing
Producer: provided. that total reimbursement of all such contributing Insurers shall not exceed the
monies recsived by the Praducer from the non-signatory [nsurer to administer. handle or dispose
of asbestos-related claims plus investment income. if any, on such monies and less payments
made and expenses paid directly by such Subscribing Producer for asbestos-related claims or
incurred in obraining such judicial determinarion or settlement agresment.

4. Whenever. with respect to an insurance policy described in Paragraph | hereinabove. the
Subscribing Producer in question does not obtain a final settlement agrezment or final judicial
determination pursuant to Paragraphs | and 2 hereinabove within two years of the date upon
which a Subscribing Insurer first has actually made liability payments and actually paid allocatad
expenses on a pro-rata basis in lieu of such non-signatory insurance policy pursuant to Paragraph
3 hereinabove, interest shall begin to accrue at the conclusion of such two year period on all
liability payments actually made and allocated expenses actually paid by such Subscribing

13
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Insurer in liew of the non-signatory insurance policy. and shall continue until the earlier of the
date that the Subscribing Producsr obtains such a final setlement agreement or final judicial
determination or the data that the Subscribing Insurer in question would have exhausied its
obligations to make payments or to pay expenses under the Agresment if the aon-signatory

_ Insurer in question had become a signatory hereto. Such interest shall be payable on a quarterly

basis from the date of first acerual at the rate of interest announced publicly by Citibank. N.A.. in
New York., New York. from time t0 time as Citibank. N.A.'s Base Rate. When the Subscribing
Producer in question obtains a final settlement agresment or final judicial determination.
pursuant to Paragraphs | and 2 hersinabove. such Producer shall be reimbursed by the
Subscribing Insurer in question for interest paid on any amounts that exceed the monies to which
the Subscribing Insurer is entitled under the reimbursement provisions of Paragraph 3
hersinabove. '

XXI. ADDITIONAL SIGNATORIES

l. Except as otherwise provided in Paragraph 2 hersinbelow. a Producer or Insurer may
become a signatory to the Agreement subsequent 0 June 19, 1985, only upon application to and
approval by the Board of Diractors of the Faality. In determining whether such a Producer or
Insurer may become a signatory hereto. the Board of Direciors shall determine whether the best
interests of the Facility and of the other signatories would be served theredy. in order to assure
that the compromises herein and commitments of resources hereunder are duly respectad. that
such Producer or Insurer derives no unfair advantage with respect 1o the other signatories and
that none of the other signatories suffers any unfair disadvantage by reason of said Producar’s or
Insurer’s failure 1o become a signatory to the Agresment on June 19, 1985,

2. Notwithstanding the provisions of Paragraph | hereinabove. a Producer or Insurer that
has pending on June 19, 1985. a petition for reorganization under Chapter 11, Title 1. of the
United States Code, may become a signatory to the Agresment on or before December 31, 1986;
provided that -

(A) Such Producer 6r Insurer conditionally subscribed to the Agreement prior w0 June
19, 1985;

(B) Such Producer or Insurer covenants and agrees to be bound by all of the provisions
contained herein and in the Appendices hersto, including the respective allocations of
liabilities. costs and expenses pursuant 1o Appendices A-1 and A-2; and '

(C) The court of competent jurisdiction in such Chapter 11 proceeding shall have
confirmed, by December 31, 1986, a plan of reorganization authorizing and directing such
Producer or Insurer to become a signatory to the Agreement or ratifying said action.

3. With respect to any Producer or Insurer that-becomes a signatory hereto pursuant to
Paragraph | or Paragraph 2 hereinabove, Sections VIII through and including XIX of the
Agreement shall not apply berwesn such Producer and each of its Subscribing Insurers or
berween such Insurer and each of its Subscribing Producers, as the case may be, absent the
express written consent of the Subscribing Insurer or Subscribing Producer in question. In the
absence of such consent, the insurancs policies in question shall be treated under Section XX as if
issued by an Insurer thac is not a signatory hereto.

4. Each person that subsequent to June 19, 1985, pursues litigation, other than as provided
for under the Agresment, against a Subscribing Producer or Subscribing Insurer conceming
matters within the scope of the Agresment shall, upon becoming a signatory hereto:

(A) Reimburse each Subscribing Producer or Subscribing Insurer for all attorneys’ fees
and costs incurred in such litigation after June 19, 1985, and prior to the date such Producer
or [nsurer becomes a signatory hereto:

14 -
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(B) Forgo any claims for attorneys’ fees and costs incurred in such litigation after June
I9. 1985, and prior to the date such Producer or Insurer becomes a signatory hereto: and.

(C) Reimburse 2ach such Subscribing Producer or Subscribing Insurer for all damages
(including punitive damagas) paid by such Subscribing Producer or Subscribing Insurer as
a result of such litigation.

5. The application of the Agresment provided for hersin is reasonable and necessary to
obtain sufficient participation in the Agreement by Producers and Insurers on or before June 19,
1985. to ensure the continued viability of the Facility and t0 further and protect the interests of
the signatories hersto.

XXII. MODIFICATION, TERM AND CHOICE OF LAW

l. The Agresment. including Appeadices A through E hereto, is the entire agresment
betwesn and among Subscribing Producers and Subscribing Insurers for the administration.
defense. payment and disposition of asbestos-related claims. All antacedent or contemporaneous
extrinsic representations, warraates or collateral provisions concerning the negotiation and
preparation of the Agresment and the Appendices hereto are intended 1o be discharged and
aullifed. In any dispute involving the Agresment or the Appendicss hersto. no signatory shall
introducs evidences of or sesk t0 compel testimony concarning any oral or wnitten communication
made prior to June 19, 1985, with respect 1o the aegotiation and preparation of the Agreement.
Any modifications to the Agresment and Appezcix B her=:o may be made ocnly by mutual
agrzement of all Subscribing Producers and Subscribing Insurers and in writing. Modificadons
to Appendices A, C, D and E may be made as provided therein. :

2. All disputes conceraing the validity. interpretation and application of the Agreement or
the Appendices hereto, or any provision thereof. and all disputes concerning issues within the
scope of the Agreement shall be determined in accordance with applicable comimon law of the
states of the United States,

3. The Agresment shall have perpetual existencs, notwithstanding the failure or in-
validadon of any particular provision in the Agresment or the Appendices hereto. Exceptas
otherwise provided-in-the: Agresment, neither termination of ‘the Facility, termination of Fagiliry:
I pursuant to. Section: [V: hereinabigva shall reljeve a <i

gnatory to the
I} continue to
ditions of the-Agreement and the -Appendices

of‘the: wernis and ‘¢on
hereto..

=

XXIil. DEFINITIONS

As used in this Agresmcﬁt and the Appendices hereto, the following terms shall have the
following meanings:

I. Allocared Expenses—means all fess and expenses incurred for services performed
outside the Facility that can be directly auributed o the defense and disposition of a
paricular asbestos-related claim.

2. Asbestos-Related Claims—means any claims or lawsuits against any Subscribing
Producers, Subscribing Insurers or the Facility, by whomever brought and in whatever
procedural posture such claims or lawsuits may arise, sesking monetary relief ( whether or
not such relief is the only relief sought) for bodily injury, sickness. disease or death. alleged
to have been caused in whole or in part by any asbestos or asbestos-containing producs
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.

provided, that asbestos-related claims shall not include claims for damage to or destruction of
property or statutory claims for compensadon by an employes against an employer.

3. Deducribles—means. with respect to any insurance policy, that part of liability
payments or, if the insurance policy so provides, that part of allocated expenses w0 be paid
directly by the policyholder or reimbursed by the policyholder to the Insurer issuing such
insurancs policy.

4. [Insurers—means persons that are or were engaged in the business of providing
liability insurance to Producers. “Primary Insurers™ means Insurers that have issued primary
insurance policies to Producers. “Excess Insurers” means Insurers that have issued excsss
insurance policies to Producers.

S. Liability Payments—means the sums paid in sertlement of, or in satsfaction of a
judgment on, any asbestos-related claims. exclusive of allocated and unallocated expenses
for such claims.

6. Persons—means natural persons and organizatons of any kind.

7. Pre-1966 Standard Form [nsurance Policy—~means an insurance policy containing
substantially the same defense-of-suits-clause as the pre-10/1/66 . National Bureau of
Casualty Underwriters editions of the standard general liability insurancs policy.

8. Producers—means persons that are or were engaged in the mining, manufacturing,
productdon. procsssing. fabrication. disuibution, installation, sale or use of asbesios or
asbestos-containing products or that may have a liability with respect to asbestos-related
claims.

9. Retrospeciive Raring Plans—means ratng plans that establish premiums based in
whole or in part upon the policyholder’s actual loss experience under the insurance policy.

v 10. Self-Insured Rerention—means the amount that is to be paid or assumed by the ~
policyholder and which amount must be excesded before overlying insurance will respond
for coverage.

1l. Start-Up Ceosts—means those costs incurred by Insurers 1o establish the Facility,
including funds used to purchase or lease Facility assets and to hire Facility personnel.

12.  Subscribing Insurers—means [nsurers that have become signatories to the
Agreement.

13. Subscribing Producers—means Producers that have become signatories to the
Agresment

14, Unallocared Expenses—means the ové}:ﬁad operating and administratdve ex-
penses (other than allocated expenses) u:cuz‘ed in administering, defending and disposing
of asbestos-reiated claims.

XXIV. SIGNATURE

The Agresment may be executed in any number of counterparts and by different signatories
hereto in separate counterparts, each of which whea so executed shall be deemed w0 be an
original and all of which taken together shall consutute one and the same agreement. Each
Subscribing Producer and each Subscribing Insurer shall send one executed counterpart of the
Agreement to a depository to be established and maintained by the Facility.
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IN WrTNESs WHEREOF, the person named below has caused this Agresment to be signed by
its authorized representative on this . day of ~ 19 '

Name:

By:

Tide:

Signed, sealed and delivered this ____dayof
19 in the presence of

Witness to the signature of the above-named
person.
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APPENDIX A-1
PRODUCER ALLOCATION FORMULAE

In accordance with Section VI of the Agresment. the liability payments (exclusive of
punitive damage judgments) and allocated expenses incurred by the Facility on each asbestos-
related claim shall be allocated among all Subscnbmc Producers pursuant to the formulae set
forth betow. Each Subscribing Producer’s percentages determined in accordance with such
formulae or Section H below shall be its “Allocation Percearages.” The formulae apply only to
Subscnbmv Producers who had acdve claims pexding in the tort system as of September 30,
1583. The initial allocaton percsntages ot' “new entrants” shall be determined in accordance
with Section H below

A LIABILITY PAYMENTS

For open claims as of September 30, 1983, plus new claims reported to Subscribing
Producers or the Facility for the period October [, 1983, to one year aner the opening date of the
Facility, the allocaton formula is as follows:

l. For each major state: Peansylvania. Califomia, Texas, Washington, Massachuserts.
Maryland. Virginia, New Jersey, Mississippi and Connecricut.

(a) Detarmine the number of closed claims for each Producer as of September 30.
1983.

(b) Determine the amount of indemnity dollars, including punitve damages. if
any, paid or owing for each Producar as of September 30, 1983.

(c) Divide each Producer’s cumber of closed claims into its amount of indemaicy
paid or owing to arrive at an average cost per claim for each Producer

(d) Determine the number of open claims for each Producsr as of September 30,
1983.

(e) Multiply each Producer’s number of opea claims by each Producer’s: average
cost per claim. This calculates each Producer’s average cost times open claims.

2. For the remaining states the following procedure will be followed for each
Subscribing Producer.

(a) Add together the number of closed claims in all remaining states as of
September 30, 1983. -

(b) Add rog't.her the amount of indemnity paid or owing, including punidve
damages, if any, in all remaining states as of September 30, 1983.

(¢) Divide each Producer’s total number of closed claims into each Producsr’s
total amount of indemniry paid or owing to arrive at each Producsr’s average cost per
claim for states other than the major ones.

(d) Add together the aumber of open claims in the remaining states as of
September 30, 1983.

() Multiply each Producer’s number of open claims by its average cost per claim.
This calculates each Producer’s average cost imes open claims for the remaining states.
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3. Combining the major states’ and remaining states’ informadon’

(2) Add rogether each Producer’s average cost dmes open c!alms (each Producer
will have one amount for each major state and one amount for all remaining states).

(b) To determine each Producer’s allocation percentage. divide each Producss'
average cost times open claims by the aggregate of all Subscribing Producers’ average
cost times open claims. An adjusitment will be made for each Producer that had 20 or
fewer closed claims in a state. For that Producer, its simple arithmetic nationwide
average cost per claim (total closed claims—all states—divided into the total amount of
indemnity—all states) is used as that state’s average cost per closed claim.

B. CREDIT
An additional adjustment shall be made for all claims secled between September 30, 1983,
and the opening of the Facility. For each Subscribing Producsr, the aggregated payments in this
period will be compared to the amount each Producer would have paid in the Facility.

If a Producsr’s agg revatcd payments are aqual to what it would have .paid in the Facility, it
will receive a full credit for such payments.

If a Producer’s aggregated payments are less than what it would have paid in the Facility, it
will receive credit for the full amount paid. and pay an additdonal amount, so that its total
payments equal what it would have paid in the Faeility.

If a Producer’s aggregated payments are greater than what it would have paid in the
Faciliry, it will recsive a credit up to the amount it would have paid. The excess amount will be
considered a “benefit” to all Subscribing Producers, and will be distributed to each (including
the Producsr making the payments) according to its respecive allocadon percentage. -

C. ALLOCATED EXPENSES

Each Subscribing Producer’s allocated expense percentage shall be calculated by dividing its
number of open claims as of September 30, 1983, by the aggregate of all open claims as of
Seprember 30, 1983, for all Subscribing Producsrs.

D. PUNITIVE DAMAGES

Punitive damage judgments shall not be disuributed among the Subscribing Producers
according to the allocation' percentages of this Appeadix A-i, but shall be borme by the
Subscribing Producer against which the judgment was rendered and its Insurers in accordance
with the Agreement.

E. NO THIRD PARTY RIGHTS
Nothing in the Agreement or this Appendix A-| shall obligate a non-defaulting Subscribing
Producer 10 make any payment on behalf of a Subscribing Producer who is in default in its -

obligations to make payments to the Facility under this Agreement or under the By-laws of the
Facility, whether by virtue of insolvency, bankruptcy or otherwise.
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F. AUDIT

The data submitted by Producers shall be reviewed for accuracy, consisiency, reason-
ableness and completeness. A Producer shall ao longer be bound o its allocation percsatage if
any necessary audit adjustments adversely afect the Producer’s allocation percentage by more
than 10 perceat. If such a shift results from the submission of incomplete or inaccurate data on
the part of a Producer, that Producer shall be bound to its adjusted percsatage.

G. PROSPECTIVE ADJUSTMENT

l. Irrespective of what information is colleczed for other purposes, the following types
of informaton shall be obrained relatng w0 pending and new claims as they enter the
Facility: ’ N

(2) Occupadon of worker (ses 3(a) below).

(b) Duties of the worker.

(¢) Employment history (employers, dates, etc.).

(d) Perceatage of time involved in removal, repair or maintenance of asbestos-
containing products.

(e) Dates of exposure to asbestos-containing products.

() States and/or cides whers the claimant worked.

(g) Specific projects on which the claimant worked.

(h) Other as appropriate. v
2. The following types of information shall be obtained from Subscribing Producers:

(a) List of all rypes of asbestos-containing products.

(b) Date sach Producer ceased placing such asbestos-containing products in the
stream of commercs. .

3. Allocation percentages shall be adjusted prospectively one year aftar the date of
opening of the Facility, and at thres-year intervals thereafter, to reflect changes, if any, from
the occupatonal mix of claims included in the data base used to compute the then existing
allocation percentage. This adjustment shall be made as follows:

(a) The total number of pending claims as of September 30, 1983, shall be divided
into occupadonal categories. These categories shall include plantworker, coastruction
(excluding insulator), shipyard (all rades invoived in ship constructdon and repair),
insulator and such other comparable categories as are significandy represented among
the pending claims. - Each occupatonal category shall be stated as a percentage of the
whole. These consdrure the “Facility Baseline Percentages.”

(b) The calculadon described in (2) above shall be performed for claims pending
against each Subscribing Producer to develop its “Producer Baseline Perceatages.”

(¢) Each Subscribing Producer’s “Producer Baseline Percentages” shall be
multiplied tumes its aﬂocadon_perccnzagc to determine its “Occupatonal Allocation
Percentages.” .
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(d) For claims filed after the data cutoff for the preceding allocation percentage
calculaton, the calculaton described in (a) above shall be performed to determine
changes, if any, in the “Facility Baseline Percentages.” The increase or decrease in the
percentage for each occupadonal category determined by suburacing the “Fadliry
Baseline Percentages™ from the newly determined percentages shall be referred:to as
the “Adjustment Faciwors.”

(e) The percentages determined to be Adjustment Factors will be appiied o the
corresponding Occupational Allocation Perceatages for each Producer to determine
revised Occupational Allocation Perceatages.

(f) Each Producer’s revised Cezupational Allocaton Perceatages shall be aggre-
gated 1o determine each Producer’s revised allocaton percentags. Any shortfall or
overage in the sum of the revised allocaton percentages for all Subscribing Producers
shall be distributed- among the Subscribing Producers on the basis of the thea
applicable allocation percaatages.

(g) In the evenr a new rype of claim appears in significant aumbers for which no

roducer Baseline Perceatages are appropriate, the Subscribing Producars shall

determine appropriate sharing percentages for such claims.’ In the absence of
agreement, the marter shall be decided pursuant o Paragraph 8 below.

(h) The data and percentages computed as a tesult of one prospec:ive adjusimeat
shall be used as the bases for the next.

4. The procsdure described above shall be modified as follows o account for
Subscribing Producers who have ceased placing asbestos-containing products in the stream
of commercs:

(2) Determine the dates on which a Subscribing Producer ceased placing asbestos-
containing products in the stream of commerces.

. (b) Determine the percsatage of all post-September 30, 1983, claims in which the

claimant’s first exposure o asbestos-containing products occurred subsequent to the
date determined in (a) above. In determining this percentage, alleged post-date
exposures resulting from the removal, repair or maintenance of asbestos-containing
products shall be excluded from those claims with a first exposure after the date
determined in (a). '

(¢) The percentage détemn'ned in (b) above shall be used as a component in
calculating the Adjustmeat Factor for Producess impacted by (a) and (b) above, so as
10 reduce such Producer’s allocaton percentage.

5. No Subscribing Producer’s allocation. perceatages shall change by more than 15
percent of uts inidal allocadon percentages as a result of any one prospecuve adjustmeat,
except as may be provided pursuant to Secdon H below. Any amount eliminated from the
adjustment by application of this cap shall be disuibuted among other Subscribing
Producers on the basis of their then applicable allocation percsatages.

6. The percentage change in any Subscribing Producer’s allocation percentage,
including application of Paragraph § above, shall be applied 1o its allocation percentage for
Allocated Expenses as well as Liability Payments.

7. All mauers pertaining to the prospectve adjustment shall be d:ddéd solely by the
Subscribing Producers.

21 _ -



axsd ‘83 0: EXhilideac
2A3924i8-KAdt 1 D6 D4AFled IRADVD7/Ente et OFADVD 122183
3 Exhibit(? 1 - Wellingeon2agréB&Ment Page(26 of 51

[y

8. Any Subscribing Producer that believes that applicadon of any prospective
adjustment to its particular facs is inequitable, that any determinaton required by
Subparagraphs G.3(a) or 4(a) above is incorrect, or that the calculation of any prospective
adjustment has besn performed tnaccurately may take the matter o alternative dispute
resolution within the Facility. Such Producer shall bear the burden of proof. If 51 percant of
the Subscribing Producers with 51 percear of the allocadon percentages (for liability or
allocated expenses depending on the issue involved) so agres, applicadon of the prospective
adjustment may be changed without an alternatve dispute resolution proceeding. This shall
not preclude any Subscribing Producer who does not agree from wking the marer 0
altemnarive dispute resolution within the Facility. Such Subscribing Producsr shall bear the
burden of proof. No determination through alternative dispute resolution or by the
Subscribing Producers may alter the 1§ percent limitation established in Paragraph § above.

.~

H. NEW ENTRANTS

Those Subscribing Producers whose data were not part of the data base from which the
Producer allocation formulae were derived shall submit such dara. In the event the data thar any
such Producer submits are substandally the same in qualitatve and quantitative terms as the
existing dara base, the Producer shall have its allocaton percantages computed pursuant to these
formulae. Producsrs whose data are not substantially the same in qualitative and quantitative
terms shall be admirted on a mutually-agresable basis.

i}
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APPENDIX A-2 -
INSURER ALLOCATION OF START-UP COSTS AND OPERATING EXPENSES

'I. Primary Objective

Fairness in allocation method or formula decided upon.

2. Secondary Objective
A. Ease of administration.
B. Auractiverness to prospective members, i.e., sales appeal.

C. Long-term workability.

3. Types of Funding
Funding will be divided into thres main areas:

A. Funds (seed money) required to be expended before the final subscription period is
concluded. These funds are reimbursable. .

B. Funds provided by asingle initial assessment of al| Insurer subscribers to be paid no later
than thirty days after the final subscription date. These funds are to be used for necsssary
expenses incurred before the Facility becomes operatonal.

C. Funds required to ensure the ongoing operation of the Facility, including the cost of the
development of the data processing system and its continued operadon and maintenancs,
including the repayment of the initial sesd monies furnished by members of the Asbestos Claims
Council prior 0 the final subscription date.

4. Method of Funding
As regards each area of funding required, a separate method s provided for

A. First, as regards funds (se=d money) required o be expended before the final
subscription date or at most before 2 period not to excesd thirty days thereafter.

(1) It should be noted that members of the Asbestos Claims Council have alrc.;-xdy
incurred many thousands of dollars of expense, and this expense is considered to be part of

reimbursable. It is expected that prior to the close of the final subscripdon period such
¢xpenses will continue to be incurred (e.g., Center for Public Resources charges, consultant
fees and other similar expenses), that these expenses will continue to be paid by Council
members as herstofore and that these addidonal expenses will likewise be reimbursable.

B. Second, as regards the single initial assessment for funds to be used for expenses between
the final subscription date and the date when the Facility becomes operadonal;

(1) Immediately after it is determined that the number of subscriptions is sufficient so
that the plan is a viable one, a nooreimbursable inidal assessment fee of $100,000 will be
assessed against each and every non-Lloyds and London Company subscriber. At this same
time, 2 nonreimbursable inidal assessmeant fee in the amount of $250,000 will be assessed as

incurred berween the end of the subsgription period and the establishment of an ongoing line
of credit to be established as soon as possible after the incorporation of the entity is finalized.
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(2) If there should be any monies remaining in this fund when the Facility operations
begin, those monies will pass into the general operating fund designed.to cover the expenses
of the operation.

(3) Any Insurer that subscribes to the Facility after the close of the initial subscription
period will pay an. initation assessment of two times the initial assessment fee of charter
subscribers, and that money will pass into the appropriate operating fund.

C. As regards funds to ensure the ongoing operadon of the Facility, the cost of
development. continued operadon aad maintenance of the dara procsssing system and the
repayme:nt of the inital seed money 10 members of the Asbestos Claims Council:

(1) A surcharge which will be established by the Comprroller will be made against each
Insurer (or Producer if its claims are handled by the Fadility after the exhaustion of availabie
coverage) for each of its claims as same is disposed of predicated upon (a) a percaatage of
indemnity paid and (b) a percentage of the allocated expenses paid. In no way or manner
will the amounts of this surcharge in any way reducs or in any other manner impact the
amount of indemnity coverage available to any insured.

(2) For the purposes of this surcharge. a claim will be considered w0 be a separate
matter for each Insurer (Producer) for whom either an indemnity payment is made or an
allocated expense is incurred or where both an indemnity payment is made aad an allocated
expense incurred for the same matter. For these purposes, the definition of indemnity
payment and allocated expense is the common one used for insurance accounting purposes.

(3) Thae percentage of the surchargss may be diferent for indemniry and for allocated
expense. By assessing a surcharge against indemaity, the problem which arises by reasons of
Insurers (or Producers) making only indemnity payments at any one time is addressed. By
assessing surcharges against allocated expense, the problem which arises by reason of the
Facility successiully defending claims so that no indemniry nesd be paid is addressed in that
these users also contribute. The underiying ratonale is to assure that all users conuibute to
the cost of operating the Facility to the extent that the usage can be properly measured.

(4) The amount of the surcharge will be determined after studies are concluded as to
the esimadon of annual likely indemnity and allocated paymeants.

(3) As soon as possible after the Facility becomes a corporate entity, an inidal line of
credit will be obtained to ensure that sufficient funds are available for all preliminary and
initial stages of the operaton.

(6) During the inidal months of operadon, the Comprroller will draw down from the
line of credit that amount of money which is required as a difference berwesn operating
expenses and surcharges recsived to meet the obligatons incurred by reason of organizadon
and operating expenses. ~

(7) As the Facility operations mature, there will come a time when the monthly
surcharges collected will exceed the total monthly operating expenses. Those excess funds
will now be applied first toward reinstating the full amount of the line of credit and
therzafter toward reimbursing in equal shares those carriers who advanced sesd money
during the presubscription period and the time berween the end of the subscription period
and the collection of the assessment fees referred to in Paragraph 4-B(1).

(8) At the ume the line of credit becomes fully reimbursed, it will be reduced to an
amount felt to be necessary and proper by the Comprroller to ensure against moathly
shortfalls in surcharges collected. ~
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(9) Surcharges will condnue to be levied in the same manner undil the Comptroller has
acquired a fund of money that will be suficient to ensure the continued operaton of the
Facilicy for a period of ar least two vears forward.

(10) At that point in tme, the Comprroller will reevaluate the surcharge schedule and
recommend to the Board of Directors a schedule that will continue the level of available
operatng funds at a level which will easure two [uture years of operation.

(11) Thereafter for the purposes of timing, an evaluation of the funding, etc. will be
made twice each year, e.g. as of June 30 and December 30. At thart time, the Comprroller
will report and make recommendadons to the Board of Direczors. The Board will then direct
the necessary action.

(12) The Comprroller may recommend the discontinuancs of the line of cradic at any
time when he deems he has accumulated sufficient operating funds o ensure at least two
years of future operation. B

(13) As regards the cost of development, continued operaton and maintenance of the
dara processing system, this will be considered (o be a part of the annual operating expenses
of the Facility and such expenses will be coversd by the surcharge in the same manner as are
all other expenses. ’

Further, as regards the data processing system, it is contemplated:

(a) That the deveio;ﬁmcnt costs of the system after the completion of the user
specificadon period will be in the area of §5,500,000. This is the best available estimate
as of Ocober, 1984, :

(b) That the Facility will eater into a likely seven year conrract with the veador for
the operadon of the system and that the monthly charges for paying for the cost of
development plus operation of the system will be in the area of $180.000 per month.
These charges will be included in the Facility operation budget.

(¢) Because the paymeat of the development costs is spread across a contract that
contemnplates at least sevea years of operation, it is agraed and undersiood by all Insurer
subscribers that if the Fadlity should cease to operate before the development costs are
fully paid, the remaining sum due will be divided among all Insurer subscribers, with the
excepton of Lloyds and the Loodon companies, in equal shares in order 10 discharge
this obligation.

{
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APPENDIX B

CONDITIONS. DEFENSES AND EXCLUSIONS
RESERVED BY SUBSCRIBING INSURERS

Subscribing Insurers reserve the right to raise only the following conditions. defenses or
exclusions pursuant to Paragraph § of Section VIII of the Agreement, and Subscribing Producers
reserve the right to contest same: disputes concerming such maters shall be resolved pursuaat to
Paragraph 6 of Section VIII of the Agresment:

1. Thart parucular insurance policies were never issued or were cancsled; provided. that
a Subscribing Insurer thar disputes the existencs of an applicable insurance policy or part
thereof notfies the affected Subscribing Producsr of its intention to assert such a defense.
The notice required under this provision shall idendfy the policy or policies involved and
shall be given within 30 days of March 29. 1983, or of the date that the insurance palicy in
question is listed in the Producar’s Schedules of Insurancs provided to such Insurer,
whichever occurs later.

2. Thar, with.respect solely to marters occurting subsequent to. June 19, 1985:.

(2) the Subscribing Producsr misrepresented or failed w disclose information
material to an underwriter’s issuance of an insurancs policy. inciuding information on
the declarations page: or

(b) the Subscriving Producer bregched its du
eventr of an occurreace. c¢laim or suit, to give notice and 1o assist and cooperare.
provided, that nouce to aand cooperation with the Facility shall be deemed to sarisfy
these .duties.

3. That. with respect solely to maters occurring subsequent to June 19, 1983, or.
matters that were the subject of a dispute berween an Insurer and Producer prior 10 May 1,
1984, the Subscribing Producer failed o pay insurance policy premiums.

4. That insurance coverage is not available due 10 or is affected by multiple insurance
policies issued solely to comply with state requirements, the inapplicability of a pre-merger
or pre-acquisition insurance policy to after-acquired liabilites, exhaustion of applicable
limits of liability, or the existence or non-existence of a defense obligation in an insurance
policy or the obligaton to provide suppiementary defense payments; provided, that nothing
contained herein shall be deemed to0 modify Sections XI, XII or XVII of the Agresment.

5. That the Subscribing Producer failed to permit inspection and audit for retrospective
premium purposes for a period of thres (3) years after the ending date of the insurance
policy period.

6. That. subsequent to May I, 1984, and other than by operaton of the Agreement, a
Subscribing Producsr prejudiced the subrogation rights of a Subscribing Insurer or assigned
an interest in an insurance policy without the approval of the Insurer.

7. That coverage under an insurance policy is not available due to express exclusions
for claims otherwise recoverable under automobile insurance, claims for statutory worker’s
compensation benefits or claims otherwise recoverable under worker’s compensation or
employer’s liability insurance.

8. That coverage under an insurance policy is not available due to express exclusions
for claims involving particular territories, particular operations of the insured, particular
locations, particular products or particular diseases.
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9. That any changes in any insurance policies must have been made in writing pursuant
to policy terms in order 1o be effective. -

10. That the insurance policy in question does not cover punitive damage awards due 1o
an express exclusion or because the law of the state governing the insurability of punitive
damages in the particular case holds that punitive damage awards are not covered by
insurance because of public policy or contract interpretation; provided, that if such holding is
by other than the highest court of the state in question, the Subscribing Producer and the
Subscribing Insurer each shall pay 50 percent of the punitive damage award. Any
disagreement as to whether punitive damage awards are covered by insurance shall be
resolved by negodadon, followed by non-binding altermatve dispute resolution. followed. if
necsssary, by litigadon. Any such resoludon shall apply, in all respects, to the affected
parues notwithstanding any other provision of the Agreement. ‘

=
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APPENDIX C

ALTERNATIVE DISPUTE RESOLUTION
INTRODUCTION
Alternauve Dispute Resolution (“ADR™) is the method for resolving disputed issues as
provided in the Agresment. ADR invelves three basic stages: 1) good-faith negodaton: 2) a
proceeding concluding with a binding decision if lingation is not allowed and a non-binding

decision if liigadon is allowed (the “Proceeding™); and 3) an appellate procsss for the binding
decision.

At the negotiaton stage. a person (the “Neurral™) will be selected who will be empowered
to employ a full range of informal, mediadonal techniques with Principals present. After the
Procaading there will bc a final sertlement conference with the Judge and/or the Neurral as a last
auempt to reach a Party-fashioned soludon. This is to be followed by a binding decision or
litigadion if lidgaton is allowed. The binding decision may be appealed w0 a panel of thres
Judges.

Before and during formal initiation of the ADR Procedure, all Pamies are strongly
encouraged to engage freely in any informal negotiation desired with the express goal of
reaching a negotared soluton.

OBJECTIVES

TO ENCOURAGE A NEGOTIATED RESULT RATHER THAN USE OF ADR.
TO MAXIMIZE OPTIONS FOR PRAGMATIC SOLUTIONS.

TO BE COST-EFFECTIVE.

TO BE SPEEDY.

TO BE EFFICIENT.

TO BE FAIR.

TO ENCOURAGE CONSISTENCY OF INTERPRETATION.

N s WL -

DEFINITIONS

1. Days—DBusiness days.

2. Party—When there are more than two Partes involved in a dispute. the use of the word
Party in this document shall be interpreted to mean all Parties on a side. Thus, for example.
joint Parties must exercise suikes collecuvely.

Principal—An individual with sewding authority for a Subscriber.

4. Subscribers—Subscribing Producers and Subscribing Insurers.
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THE NEGOTIATION

Day

1.00  Negotiation Procedure

l .1 A P.a.ny or Parties notify the ADR branch of the Asbestos Claims
Facility® (“Facility™) of the dispute and request ADR.

2 .2 Case is docketed by the Faciliry.
2.00  Aggregation of Issues Berween Disputing Parties
2.1 Issues may be aggregated only by agresment of all Paries,
3.00 Good Faith Negotiation

3.1 The Facility shall maintain a2 Panel of Neurrals who have besn
approved by the Inital Subscribers. These Neutrals will be
qualified and prepared 1o apply the full range of informal
mediational processes and techniques. Criteria for selecting a Panel
of Neutrals are set forth in Exhibit | hersro.

3 3.2 If the Parties can agres on one or more Neurrals selected from the
Pagel. they will notify the Facility of the name or names salected. If
“the Parties cannot agree, the Facility will notify the Parties of a list
of seven available Neutrals.

S 3.3 The Parties will notify the Facility of thres mutually acceptable
Neutrals. Each Party may strike two names {rom the list provided
by the Facility; the initaring Party suikes first by telephone.

7 3.4  The Fadility will notify the Parties of the name of the Neutral and
the time and the place of the first mesting. There shall be no ex
parte communicauons with the Neurral.

910
completion 3.5 Good-faith negotiations shall be held with the Principals and the
Neutral present. Good-faith negotiations require that the Pardes
make good-faith offers and/or demands. The Partes and the
Neutral should undertake to develop all options for resclution and
prepare:

3.51 A statemezt of issues.
3.52 A statement of desired resuits.

3.53  An exchange of key documents, tesumony, and other
relevant informadon.

3.54 A statement of offars.

3.6 If, in the judgment of the Neutral, good-faith negotiations have
taken placs and the Parties cannot achieve resoluton, either Party
may inidate the Procseding. If the Partes fesl that good-faith
negodations have taken place and the Neutral does not agres, the
Partes may initate the Proceeding. If one Party believes that
good-faith negotiations have taken placs, bur the other Party and
the Neutral disagree, the Partes shall proceed as set forth in the
Procedure Manual.

* The Fadlity is more particularly described in Sections II through VI of the Agreement. ADR can be
modified by unanimous agreement of the Parties, the Trial Judge and the Facility. The Pardes may
apply to the Trial Judge for modificatiod of the ADR Procedure on a2 showing of good cause.

20
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THE PROCEEDING

[nitiation of the Proceeding

4.1
4.2

4.3

4.4

4.5

4.6

4.7

4.8

The Parties aotify the Facility of the request for the Proceeding,

The Facility nodfies all Subscribers of the request for the Procead.
ing.

New Parties may be joined ar this point if all existing Parties agras,
A written consent by all Parties to such joinder must be fled with
the Facilitcy no later than seven days after notification by the
Facility of the Procssding.

The Facility shall maincain 2 Pane! of Trial Judges who have been
approved by the [nidal Subscribers. Criteria for selecting a Panel of
Tnal Judges are set forth in Exhibit 2 hereto.

If the Parties can agres on one or more Trial Judges from the Panel.
they will notify the Facility of the name or names selected. If the
Parties cannot agree, the Facility will notify, the Parties of a List of
seven available Tral Judges. The list of Tral Judges shall not
include the Neutral. and there shall be no comrunication betwesn
the Trial Judge and the Neutral.

The Parties shall notify the Facility of three mutuilly acceptable
Tral Judges. Each Party may stike two names from the list
p;-ovidcd by the Facility; the inidatng Party sturikes first by rele-
phone. <

The Facility shall notify the Pardes of the name of the Trial Judge

and the ume and placs of the first conference. There shall be no ex.

parte communications with the Trial Judge.

The Parties shall forward to the Tral Judge a joint statement of
facts. issues, requested relief, and requests for documents not
previously produced and other relevant information.

Initial Conference. Principals need not be prasent.

5.1

The Trial Judge shall review and clarify the statement of dispute,
issues, requested relief, and status of sertlement: confirm the trial
date, place and schedule; and rule on any disputes relating to
documenr production. )

Discovery

6.1

6.2

Productdon of Documents. Partes will produce all requested
documeats not previously produced. The Tral Judge will be
present during the production.

Deposidons.

6.21  No more than five days per side unless the Tral J udge rules
otherwise. The Trial Judge has the discretion to rule
otherwise in cases where there is a multiplicity of Parties or
issues, or for good cause shown.

6.22  The Trial Judge will be present unless the Partes agres
otherwise.
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"
Day

40 7.00  Pre-Proceeding Conference. The Principals and the Trial Judge must be

present.
7.1  The Paries shall exchange and provide the Trial Judge (in writing )
with:
a. Lists of witnesses and summaries of direct tesimony related

to issuss 1o be proven.
b. Exhibits related to issues to be proven.
c. Tral briefs.

7.2 The Trial Judge shall resolve issuss such as authendcity, ad missibil-
ity, etc.

47-.37 8.00 Proceeding. The case shall be preseated to the Trial Judgz and the
Principals, who are required o be present.

8.1  The first Party may put on its direct case for up 10 two days. The
second Party may cross examine for up o one day. The Trial Jud ge
may summarize the state of evidence. .

8.2  The second Party may put on its direct case for up o two days. The
first Party may cross examine for up to one day. The Trial Judze
may summanze the state of evidence.

8.3  Eachside may have up to one-half day for rebural,

8.4  Argument. The First Party may present direct argument for up to
one hour. The Second Party may present rebural for up to one-half
hour. The Second Party may present direct argument for up to one .
hour. The First Party may present rebuttal argument for up to one-
half hour. Questioning by the Trial Jj udge is allowed,

8.5 A record of the Proceeding shall be kept.

8.6 The Tral Judge has the discretion to alter the length of the
Procseding in cases where there is a multplicity of Pardes or issues,
or for good cause shown, :

58 9.00 Final Settlement Conference

9.1 The Trdal Judge shall meet with the Principals. If all the Parties
agree, the Trial Judge may:

a. Discuss the streagths and weaknesses of each Party’s case;
b. Question the Partes in an effort 1o conciliate; and

< Engage in mediadon, as the Trial Judge sess fit.

60 10.A  Noo-Binding Decision, where the issue is one for which litigaton is
allowed.

10.Al  There will be no written opinion.

10.A2  An advisory opinion will be provided to any Party who requests
it. The advisory opinion shall got be provided unal two days
after the Final Setement Conference.

10.A3  Nothing from the ADR process is admissible ia subsequent
liigation.
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Dy

72-79

10.B

11.00

10.A4  There will be a cooling off period of up to two days if the Trial
Judge desms it advisable.

10.A3 A final negotiation session shall be held after the non-binding
decision. with the Tral Judge and/or the original Neutral
present. if all Parties agree.

10.A6 If sertlement is not achieved at the final negotiation session, the
Pardes procezd o litigaton.

Binding Decision, where the issue is one for which litigation is not
allowed. The Parties will have one wesk to file additional briefs or
comments, and then the Trial Judgs shall issus a written opinion and
judgment within two wesks of the close of the Procseding or the
submission of additional papers, whichever is later. The opinion and
Jjudgment shall cortain:

10.B1  Statement of relief granted.

10.B2  Statement of costs, expenses and fees awarded t0 the prevailing
party. Prejudgment interest shall be awarded as provided in the
Agreement and the Procesdure Manual.

10.B3  Findings of Fact and Conclusions of Law shall be issued.

10.B4 Pedtions for rehearing may be filed but will not afect the dme
for appeal.

APPELLATE PROCESS.

Appeasl . »

11.1 No later than 10 days after the dedsion any Party desiring to
appeal shall nodfy the Facility. The nozics of appeal shall include
a statement of the dispute, the requested relief, and the decision
rendered below,

11.2  The Facility will docke:'zhc appeal and notfy all Subscribers.

1.3 The Facility shall maintain a Panel of Appellate Judges who have
been approved by the Inidal Subscribers. Criteria for selecting a
Panel of Appellate Judges are set forth in Exhibit 3 hereto.

11.4  If the Parties can agree on thres or more Appellate Judges from
the Panel, they will nodfy the Fadility of the names selected. If the
Pardes cannot agree, the Facility will nodfy the Parties of a liss of
nine available Appellate Judges. The list of Appellate Judges
shall not include the Neuwal or the Trial Judge, and there shall be
0o communicadons berween the Appellate Judges and either the
Neurral or the Trial Judge.

11.5 . The Pardes shall nodfy the Fadility of five murually acceptable
Judges. Each Party may suike two names from the list provided
by the Fadliry; the initiating Party strikes first by telephone.

11.6  The Facility shall nodfy the Paries of the three Appellate Judge
Panel and the date of the appellate pre-argument conference
which shall be held thres days later.
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12.00

13.00

14.00

16.00

17.00

100.00

Appellate Pre-Argument Conference

12.1 The Court shall review the issues on appeal and the relief

requested.

12.2 The Cour shall confirm that the appeal is in good faith and, if all

the Partes agree, shall conduc: sertlement negotiations as to the
1ssues on appeal. .

12.3  The Court shall confirm the appeal schedule.

Record On Appeal

13.1  The Appellant shall file the record with the Faciiity.
13.2 The Appelles shall supplement the record if necessary.

Briefs

14.1  The Appellant’s briefis due 10 days after the filing of the record.

142 The Appellee’s brief is due 20 days after filing of the-Appellant’s
brief.

143  The Appellant’s reply brief is due five days after filing of the
Appellee’s brief, '

Argument

15.1  Appelant—43 Minutes.

15.2  Appellezs—One Hour.

15.3  Appellant—15 Minutes.

15.4  The Court may examine counsel either during the argument or
after the argument is closed.

Decision. The Cour shall issue a written opinion within two wesks of the
close of the argumeat. The opinion shall contain:

16.1  Statement of relief granted.

16.2  Statement of costs, expenses and fees awarded to the pre-vaﬂing
Party. Prejudgment interest shall be awarded as provided in the
Agresment and the Procedure Manual.

Rehearing. The procedure for Rehearing at the appellate level (énd atthe
Proceeding) shall be as provided in the Procsdure Manual. '

Miscellaneous Provisions
100.1 Amicus Curiae Briefs

a. Any Subscriber may file an amicus curiae brief as a marter
of righr at either the Proceeding or Appellate stage.

b. The Count may accord the brief whatever weight it deems
appropriata.

100.2 The standard for reversal on appellate review is whether the
decision is clearly erronzous. If all Parties request, the Trial Judge
may help the Pardes resolve their differences, and efforts by the
Trial Judge in this regard are not subject to appeal.
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-

Day

100.3  All questions of law, including confliczs of law and burden of
proof, shall be resolved by the Tral Judge as provided in the
Procedure Manual.

100.4 The Trial Judge and the Appellate Panel shall have the power 0
impose sanctioas for failure 10 comply with any aspect of the ADR
Procsdure. Sanctions also may be imposed for frivolous appeals
and frivolous pedtions for rehearing. The sanctons may inciude
costs, fees. and axpenses: the relief requested by any Party: and
any further monezary or other sancdons that the Trial Judge or the
Appellate Panel desms appropriate. There will be a right of
appeal with regard (0 any award of sanctions by the Trial Judge.

100.5 The Board of Directors of the Facility shall provide guidance and
instructions regarding the ADR Procesdure and all problems
relating thereto, with assistancs from the General Counsel's offics
as necessary.

100.6 There will be no precedential sfect of any decisions rendered in
the ADR Procedure. .

100.7  All decisions in the ADR Procsdure shall be filed with the Facility
but wiil be maintained by the Facility on a confideadal basis and
shall be available oaly to Subscribers.

100.8 The Federal Rules of Evidencs will be applied by the Trial Judge
unless modifed by the Procadure Manual, Depositions and tal -
ranscripts in prior actions automatcally will be admissible, -
subject 1o whatever weight the Trial Judge determines to give such
evidence.

100.9 The Facility will bear the costs of the ADR Procsdure and the
costs of the Neuwals undl Initation of the Procseding (4.00).
From thea on, all costs will be paid by the losing Party. The
procedure for paymeat of such costs is provided in the Procadure
Manual.

34



0: ExhilideAc
amaansgzd 8-Hade 1106 P43F-iled AIR/ADU/D7/EteEctO@ADUDTR2 183
3 EXthIt(S)(l Wellingeon38greBhent Page ? of 51

PANEL OF NEUTRALS

[tis anticipated that the panel of Neutrals will be draw

n primarily from the CPR Judicial
List. However. all Neutrals shall be approved by the Initia}

Subscribers.
The criteria to be used to select a Neutral are as follows;

l. Neutral and unbiased toward any of the parties or the industries involved.
2. Distinguished and respected in the business or legal communities.
3. Available on a sustained basis and on reasonably short notice.

4. Experienced in the tcch.m

ques of Alternarive Dispute Resolution or willing and able
to learn quickly.

5. Unquestioned integriry.
6. Experiencad.

7. Creative.

" EXHIBIT 1

35



CDAQQ.BZBQZAQS Kade 11066 D43F-iledAIRADU/D7/Enteieadt&&ADVDTE22 183 0: EXhilideAc

EXthIt(S)(l Wellingeon38gré&Ment Page%@of 51

PANEL OF TRIAL JUDGES

It is anticipated that the panel of Tral Judges will be drawn pnmanly from the CPR
Judictal List. However, all Trial Judges shall be approved by the Initial Subseribers.

The criteria w0 be used to select a Trial Judge are as follows:

L

AR I I

Neutral and unbiased toward any of the partes or the industries involved.
Distinguished and respected in the business or legal communites.
Available on a sustained basis and on reasonably short notcs.
Unquestioned integrity. )
Creative.
Judicial experiencs at the trial court level.
Exhibits judicial temperament: that is, the judge is:

a. Impardal;

b. Patlent;

¢. Courteous:

d. Decisive;

e. Fair and

Efective.

™

* EXHIBIT 2
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PANEL OF APPELLATE JUDGES

. [t is antcipated that the panel of Appellate Judges will be drawn primarily from the CPR.
Judicial List. However, all Appellate Judges shall be approved by the [nitial Subscribers.

The criteria w0 be used 1w select an Appellate Judge are as follows:

. Neutral and unbiased toward any of the parties or the industries involved.
. Distnguished and respected in the business or legal communities.
. Available on a sustained basis and on reasonably short notice.

l
2
3
4,
5
6
7

Unquestioned integriry.

. Creative.
. Judidal experience at the appellate court level.

. Exhibits judicial temperameat; that is, the judge is:

a. Imparial:
b. Pateny
c. Courtaous;
d. Decisive;
e. Fair; and
f. Effectve.

© EXHIBIT 3
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APPENDIX D

SCHEDULES OF INSURANCE

Following are: 1) guidelines to assist in the completion of the Schedules of Insurance

pursuant o the provisions of the Agreement; 2) the forms of Schedules to be used; and 3) the
form of Schedules Certification to be executed by each Subscribing Producer and its Subscribing
Insurers.  All policies of insurance afording general liability, products liabilicy or premises
coverage should be scheduled hereunder. Each Subscribing Producer and each of its Subscribing
[nsurers shall execute the Schedules Certification (in the form set forth hereinbelow) within 20
days of the date that such Producsr or Insurer becomes a signatory to the Agresment, and shall
note thereon any disputed issues with respect thereto. The failure by a signatory to the
Agresment 5o to execute the Schedules Cartification within such 20 day pericd shall be d=emed

an assent to and valid execudon of the Schedules in question by such signatory. '

I. Initial Coverage Block:

L

3.

4. Policy Period:

O a

Pre-Date Insurance Policies and
Post-Date Insurance Policies:

Insurer:

. Policy Type:
. Policy Form:

- Set forth the closing date of the initial coverage biock.

For the definition of coverage block, see Section IX of
the Agresement. All insurance policies covering the
period prior to the closing date should be hsted on
Section 1 of the form of Schedules. All insurance
policies covering the period subsequent to the closing
date should be listed on Seciion 2 of the form of
Scheadules.

Set {orth the darte mutually agresd upon in accordance
with "Secidon XV of the Agreement.  All pre-date
insurancs polides and all post-date insurance policies
should be listed on r.he appropriate Sectons of the form
of Schedules.

Specitfy exacily as named in the insurance policy or
other evideadal document of coverage. ’
Refer to the actual period for which the insurance policy

is in efect. For policy pc"xods of other than 12 month
multiples, ses Section XVIII of the Agreement.

Specify whether primary, excess or self-insured.

Enter the codes that describe the insurance policy form:

A. Pre-1966 Standard Form I[nsurance Policy, as de-
fined in Secton XXIII of the Agreement.

B. The insurance policy does not pay allocated ex-
penses following exhauston of aggregate limits.
See Section XII of the Agre=ment.

C. The insurance policy does pay allocated expenses
following exhaustion of aggregate limits. See
Secton XII of the Agreement

D. The insurance policy expressiy provides coverage
on a specific manifestation basis,

E. The insurance policy expressly provides coverage
on a claims-made basis.

F. The insurance policy expressly provides coverage
on a first discovery basis.

G. The insurance policy pays allocated expenses and
such expeases do not apply against aggregate
limirs, Ses Section XI of the Acrrc-nent.
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7. Per Occurrence/Accident
Limits:

8. Products Aggregate:

9. Products Aggregate
Consumption:

10. Non-Products
Coverage:

1. Deductibles and Retentions:

H. . The insurancs policy pays allocated expenses and
such expenses apply against aggregate limits. See
Section XI of the Agreement.

. The insurancs policy does not pay allocated ex-

s

penses. See Section XI of the Agreement.

Refer to the limit for any one occurrencs or any oae
accident,

Refer 1o the aggregate limit applicable t0 produes
bodily injury liabilicy coverage. Canain insurance pof-
icles may contain a combined aggregate for bodily
injury, property damage and other covered perils; if so,
refer to the combined limit.

With respect to insurance policies without aggregate

limits, ses Section XVII of the Agresment.

The function of the Aggregate Consumption Summary
is t0 track the consumption of ‘toral products liability
aggregate limits by asbestos products bodily injury
claims. .

With respec: 10 an insurance policy containing a deduc-
tible that explicidy provides that payment of deduczibles
reducss aggregate limits, see Secton XV of the Agree-
ment. .

With respect 10 the payment of allocated expenses
applying against aggregate limits, see Section XI of the
Agresment,

To impute aggregate limits for non-products coverage,
see Section XVII of the Agresment.

Enter the codes that describe the deductible or reten-
tion:

J. Peroccurrence deductible.

K. Perclaim deductibie.

L. Deductble reducss the aggregate limits of the
insurance policy.

M. Self.insured retendon.

N.  Loss limit.

Where deductibles and retentions are not limited ex-
plicitly by the insurance policy language, ses Section
XVl1ofthe Agreement. '

Where an insurance policy containing a deductble

explicidy provides that payment of deductibles reduces
aggregate limits, see Secdon XV of the Agreement.

39



e el ey i e

_.. Sikeawe) BBl i givepeoy
ety sisinbly 120301m3 14y

Exhibit(s

”wy
S e e T

D ——

oty

14

; :EXhilidesc
8-Hade 116 D43F-illedRIRADUD7/EnteectOFADV0TRI B3 0: EX
mamd@j )(1 - Wellingtgn4@gréeent Page ?4 of 51

svaeg sebeiily
e I LA ] ]

soriduinine ) Suiniity
Lan L LA BT )

Talsiiey sshperg "

F

WINAY pArsy) 120050} Y3e3 s suosisd susasws pue toss233pad yie sapnpavg sy ,,

“UIIIY Ay svunped aduwesavu i Ky P313a02 (t101301p
dwoy pareyss Juipnpury suvasad paeiwe fe wpnpus siyy

PuE DY ‘12340jdws pue

slaivdy vy iay i) diyeg isrmve " 1193 b
Prejamey e g -c-!!tzu:-!vé -J-“ 4 e -u-vosh s ey
[17] ,

C 72 ¢+ -2y IPfjed asuvsnsug Neg-nyg v
HRIONE JDYHIAOD) 3 NOLL)AS
fap)

7 7 Jwpuy ooy 3¥esaa0 ) prutup

T eldMnposg Jurquisyng

MUIEL ) PAmEIY Yopdgvy L LITTERTTIRY U3y Mk e edd v vy pue o Junpeny

AINVROSNI A0 SNG4, IS XUINRAAY



?’

VIAN3Y PIIsIY 131N5] I JO 3u0si3d JUSIIINY PUE J035303pId JiE $3pNpSUY LTI

1 aareansup e Ayq pasaansy [REIVRENITL
> pareas Juipnpur) suosead pareipye e tapnput sgy

pue 11220 Koydwa pue 137

- WellingtgnddgréBent Page %5 of 51

L
A’
2
N—r
=
o]
<
Xwpgome  wiRE  pwey W0 Temp ey sl wetisapiny  beipnabaily  smlames)ieiiily Sk by U] ey Hiidied  ooivemy B i g
E l--i~< pedesdly Pivggme )y g Prujymo j o0y g Py o p L2 DT TS TITTE PN LE ey
"y

SEenE Wiy siepeig e

B U TR C 7 7 ety Gapgiog 3ousinsey airgvey g
XD ADYHAAM)I) | NOILYAS
Aaep)
7 7 Swmpuyz pug A3esaan ) jenimg
o:23pulyg Jurpriavgng

ST ) PAREY-Ssaysy Swwsasnn ) WHEINTY s e 1o @ Jupg pun

364 24332438-Kadt 1066 P43F-iledAIRADU/D7/Editeieat&@ADVDTR22 183 0: EXhilideAc

m Imyreny

[ ]

AONVHISNG 40 STUUENLIS G XHINAJIY



[44
’

UII3Y pasi} 23snsuf yaes Ju sunnad sovsany Pue 1033233p2sd e sopapu ny) ,,

1Y pasty sped auesnsey gy Ay pasaaos {1sv2an1p
PUE 31500 *5334vjdw3 pur sauedwos PATRI Juipnpur) suasiad PaCtye je sopnpur sy,

(1 - Wellingtgndagréhent Page 4(6 of 51

o)
)
Nt
=
Q R
IvRews Wity peey  wHl eis [y eladdy gy appioy Sreijon nvisifiy sepdwnius y saioiiiy Siediliy i wey A s sermeg W Pt binea
m e " * ....._.uc ...-..:c.- .-l:.s...: P e g Pvwey ey g Laatind X Aol L 7T HIY mey e [
L . "
T i e R e Ty et ————— oL

sheisis ity U s s o) sopyog vemty pwp-ary -y
He BT3ET FDVUIAOQI NOND T NOWL3S
_u..uﬁn

7 7 dmpug oy esaan )y jenrng

T Mg Juqunyny

364 24332438-Kadt 106 P43F-iledAIRADU/D7/EditeiEat&@ADVDTR22 183 0: EXhilideAc

SUNEL) PATPY- Y Sniwioun ) MXWINTy o jo uvd Jurning pue o) Juppeny

HINVHISNG 40) SAUIEHLIN - XIINAdDY



44

o

URIIY PN 215U IEI g0 suesaad snaarms pue J0ss33pasd e sapnpm sy L,

U113 pIssi) S upind vrasnvun 2yt Ay passany {s1opanp
PUE 51250 “1340jdwd pue aveduios PAEgas Jmpnpu § wissad pareijye ne wpopur sy,

i
3
3

Exhibit

§ Fejdug  iwewy WIS deitSnee) ety iy ssweeginbeitby  Sriviemen ) brebaimiy il ey Hifome  mny oy
) egdoy terowy 1 3-.“-” -o-...--..-c » PP Sy Pty v i 9 Pivpemvy e g g oy ) !.!:qu.l:::-= ey myeg
»a e

hidiej rmpaigoen dierree y usnpmig

. Petorg iy

ejreireg

{72 7 -»nel) Ipaing 2dueinw) pnggeg |
RNV INADYHAAO) NOND T NOLLAS

gy
71 Ampup g aesoan) jeumny

oA Juignssgny

MWL) PATRY gy Snmanm y mamandy sy g e v Jopueny pue o Jumpeny

v

064 243924%8-Kade 1 D60 PA3F-lled AIRADU/D7/Eteiect&@ADVD LRI 183 0: EXhilideAc
? 3 (s)(l - WellingtgndBgréent Page t? of 51

_ AINVHISNE 30 SENUAILS -4 NIUNSdY



364 24332438-Kadt 1066 P43F-iledAIRADU/D7/Edteieat&@ADVDTR22 183 0: EXhilideAc

¢

Exhibit(s)(l - WellingtgndXgoeéthent Page i8 of 51

APPENDIX D—SCHEDULES OF INSURANCE
CERTIFICATION '

The foregoing comprises the Schedules of all relevant policies of insurance known 10 the
Subscribing Producer and to any of its Subscribing Insurers as of this date. Any insurance policy
that subsequendy becomes relevant ( by discovery or otherwise) will be added to these Schedules
by ameadment or addendum, and it is agreed thar all Subscribing Insurers are commined to
cooperate with and assist the Subscribing Producer in the continuing search for policies of

" insurance.

These Schedules of Insurancs are subject to the terms and condidons of the Agrzement to
which they shall be artached and form a part thereof. The undersigned acknowledgs and agras
that such Schedules of Insurance are in compliance with the provisions of the Agresment.

Dated:
Subscribing Producer:

Subscribing Insurers:
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APPENDIX E
INSURANCE DEFENSE PROGRAM

<

1. Purpose:

The purpose of the Insurance Defense Program (herein called the “Defense Program™ or
‘the “Program™) shall be solely to implemexst the provisions of Paragraph 2 of Section XII of the
Agresment.

Z  Definitions:

“Covered claims” means claims to which the Defense Program applies under Section 3
below. '

“Base standard charge” means the standard charge for a single pre-1966 standard form
insurance policy issued 1o a Subscribing Producer in the lowest risk category.

“Standard charge” for any calendar year means the amount designated as such in the
Subscribing Insurer’s Standard Charge Notce for such calendar year.

“Base surcharge™ means the surcharge for a single pre-1966 standard form insurance policy
issued to a Subscribing Producsr in the lowest risk category.

“Surcharge™ means the amount'due as 2 surcharge under Section Trbe!ow.

“Reserve Fund™ means the amount, including all investment income thereon, held by the
Administrators for the payment of defense expenses expected under the Defense Program.

“Administrators” means those holding office as such under the Defense Program.

3. Application:
The Defense Program applies only to those asbestos-related claims gainst Subscribing
Producers thac
(a) are being administered by the Facility; and
(b) under the Agreement would have triggered an obligation to pay allocated expenses
and unallocated expenses under a pre-1966 standard form insurance policy.
The Defense Program covers only the payment of allocated expenses and unallocated
expeases auributable 1o such claims. It does not provide coverage for liability paymeats. The
Defense Program shall not survive terminaton of the Facilicy, '

4. Participation:

Each Subscribing Insurer that has issued 2 pre-1966 standard form insurancs policy t0 a
Subscribing Producer shall become 2 partcipant in the Defense Program and shall be bound by
all of the provisions of the Program.

Each participant shall pay prompdy on nodce from the Administrators all standard charges
and surcharges due under the Defense Program,

5.  Administrators:

The Defense Program shall be administered by 2 Commirtes of Administrators, with no less
than six in number, all of which shall be participants. The Commirtes shal] include
representatives of all three classes of partcipants, those with relatively _high, moderate or low
exposure 0 charges under the Defenss Program.

The Committes will be appointed for a designated term of years by the Insurer members of
the Board of Directors of the Facility. The Board will designate carriers to be members, and the
carmiers will designate the individual represeatative who will represent them. Each Administrator
shall have one vote. -
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The Committes of Administrators shall have the full power 0 administer the Defense
Program including power to deal with the Facility with respect to the defense of claims subjecz 10
the Defense Program and the appropriate amouats to be paid the Facility for conducting such
defense and full power to determine the financing of the Defanse Program including the power

" 10 determine standard charges and surcharges and to accumulate reserves.

The Committes will adopt schedules, charges and otherwise conduc: their business on the
basis of majority vote. If for some reason 2 majority decision cannot be reached, then the matter
will be referred to the Insurer members of the Board of Direciors for resolution. If a majority
vote is not possible at that tme, then the matter is referred w0 the Chief Financial Officer for an
absolute and binding dedsion.

6. Murtal Sharing or Insurance Nature of the Defense Program:

The defense éxpenses incurred under the Defense Program shall be shared mutually by the
partcipants in reladon to:

(2) the number of pre-1966 standard form insurancs policies issued by each such
pacticipant o Subscribing Producars; and

(b) the degres of risk each such policy presents as estimated By the Administrators.

For the purpose of implementng subdivision (b) above, the Administrators shall classify
Subscribing Producers into three risk categories with the following risk relatvity factors:

Risk Category Risk Relativicy
A 3
B 2
C 1

The Administrators shall assign Producers to risk categories in accordance with their
respective shares of liability payments unless, by at least a two-thirds majority, they shall
determine that such a method is not appropriate to reflect the reladve risk and shall adopt
another method. '

7. Funding:

The Administrators shall direct the Chief Financial Officer to establish a Common Reserve
Fund to hold all payments made by the partdcipants under the Defense Program. There must be
no co-mingling of monies recsived for this purpose with any other funds, monies or assats of the
Facility. The Chief Financial Officer shall keep an account for each pardcipant showing all
amounts paid by the partcipant, and in the event the Administrators should ever determine that .
the defense fund appears to be greater than needed to mest the cost of defending coversd claims,
then they shall direct the Chief Financial Officer to refund the excess to the partcipants in the
ratio that the total amount paid by each bears o the total amount paid by all partdcipants.

For each calendar year the Administrators shall esimate the amount of defense expense
expected o be incurred by the Facility in defending covered claims during the calendar year plus
an amount appropriate in their judgment as a reserve against contngencies. The Administrators
shall thea determine the base standard charge and send each participant wrirtea notce of the
participant’s standard charge for such calendar year.

In the event the Adminisrators determine that the Reserve Fund is not sufficient to meet the
expected defense expenses to be incurred, the Administrators shall esimate the amount required
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to meer the deficit. The Administrators shall then determine the base surcharge and send each
participant written notice of the participant’s portion of the total surcharge.

For the first calendar year of subscription the base standard charge for each pre-1966
standard policy shall be $400 unless the Administrators shall determine that such an amount is
plainly not appropriate.

The following section gives a pro forma example that will enable each participant to
estimate its approximate standard charge for the first year as soon as the number of its policies
subject to the Defease Program and their Risk Categories are known.

8. Pro Forma Examples of Standard Charges and Surcharges:

The first example uses a base standard charge of $400 and 2 participant with 100 pre-1966
standard form insurance policies subject to the Program. distributed as follows: 40 in Risk
Category A; 35 in Risk Category B; and 25 in Risk Category C. The paricipants' annual
standard charge is compurted as follows:

Palicies Risk Category Risk Factor Base Charge Standard Charge
40 A 3 $400 .- $48.000
35 B 2 3400 $28.000
25 (o 1 S$400 $10.000
"Total standard charge for the year: $86.000

If a surcharge were determined to be required during the course of the year, it would be
applied in a like manner as with the basic standard charge. This second example demonstrates
the application of a surcharge as regards a participant with the same policy and risk distribution
as above: -

Policies Risk Category Risk Factor Base Surcharge Surcharge
40 A 3 3200 $24,000
35 B 2 $200 514,000
25 C l 3200 $ 5.000
Total surcharge for affected year: 543,000

9. Appeals and Dispute Resolution:

The Administrators shall have power to resolve all disputes among participants relating 1o
the Defense Program and, by at least a two-thirds majority, to extend equitable relief 1o an
individual partcpant if a serict application of its rules or decisions would cause the partcipant
undue and unfair hardship.

Any partcipant who is aggrieved by a decision of the Board by less than a two-thirds
majority may submit the marter to binding nonjudicial dispute resoludcn under Appendix C of
the Agresment

47



