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October 21, 2003 

Mr. James T. Connors 
The Port Authotity ofNew Yoi'k and New Jersey 
225 Park Avenue South 
19th Floor 
New York, New York 10003 

Re: New Yod< Maniott \Vorld Trade Center 

Ladies/Gentlemen: 

This letter ("Letter") sets forth tlw material tenns and conditions under which 
HMH WTC LLC (''Host Marriott") and The Port Authority of New York and New 
Jersey (the "Pol·t Authodty"), following the ten·orist attacks of September 11> 2001 (the 
"Attacks"), are willing to settle f1llly and finally all matters arising out of the Agreement 
dated as of November 2, 1995 between the Port Authority and Host Marriott Corporation 
(as amended, the "Purchase Ag•·eement") pursuant to which Host Marriott Corporation 
agreed to purchase the right to lease the hotel> including the assets therein, fonnerly 
located at 3 World Trade Center, New York, New York (the ''Hotel") and the Agreement 
ofLease dated December 21, 1995 between the Pot1 Authority and Host Maniott (as 
amended, the "Lease''). The terms and conditions for the settlement of all such matters 
shall be set forth in a settlement agreement between the parties (the "Settlement 
Agreement") and shall include the following: 

Settlement: On the Effective Date (defined below) Host 
Marriott and the Port Authority shall surrender and 
terminate the Lease and terminate the Purchase 
Agreement; and Host Maniott and the Port 
Authodty shall agree to a mutual release of any and 
all claims or liabilities m,;sin.g under or related to the 
Purchase Agreement, the Lease, Host Marriott's 
letting of the Hotel or the Attacks. In connection 
therewith, the P01t Authority shall relinquish and 
release any claim it has or may have to, or interest 
in, any insurance proceeds under Factory Mutual 
Insurance Company ("FMIC") policy no. LP300 
covering the Hotel (among other properties) from 
April l, 2001 to April 1, 2002 (the "Policy") . 
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Fl\'IIC Release: 

Mnniott Release: 

Fl'tcility Amount: 

Right of First Offer: 

HOST MARRIOTT 
CORPCRATtON 

On the Effective Date Host Marriott will deliver an 
agreement pursuant to which FMIC an.d the Port 
Authority shall agree to a mutual release (the 
"FMIC Release") of any and all claims or liabilities 
arising under or related to the Policy. 

On the Effective Date Host Maniott will deliver an 
agreement pursuant to which Marriott International, 
Inc. ("Marriott''), the parent entity of West Street 
Hotels, Inc., the ope:rator of the Hotel pursuant to a 
management agreement with Host Marriott (the 
"Management Agreement"), and the Poti 
Authority shall agree to a mutual release (the 
''Marriott Release") of any and all claims or 
liabilities arising under or related to the Hotel, the 
Lease, the Managenient AgTeement, the Settlement 
Agreement, the Attacks or the Policy. If Host 
Marriott is unable to deliver the Maniott Release on 
the Effective Date, it shall deliver an 
indemnification pursuant to which Host Marriott, 
L.P. C'Host") shall agree to indemnify the Port 
Authmity from and against any clairns, demands, 
obligations, damages or liabilities brought by 
Marriott or its affiliates or subsl.diruies against the 
Pmt Authority atising under or related to the Hotel, 
the Lease, the Management Agreement, the 
Settlement Agreement, the Attacks or the Policy 
(the "Host Inden1nity"). 

Host Maniott shall pay the Facility Amount (as 
defined in the Purchase Agreement) to the Pmt 
Authority on the Effective Date. 

On the Effective Date Host shall pay One Million 
Dollars ($1 ,000,000) to the Port Anthority for the 
first right of offer in the event the Port Authority, or 
the then-owner of the redeveloped World Trade 
Center (the "World Trade Center") detem1ines the 
desirability of developing a hotel within the World 
Trade Center complex. Host's first right of offer 
shall be govemed by the tenns set fo1th on Schedule 
A annexed hereto and unless sooner exercised, shall 
expire on December 31, 2023. 



Effective Date; 

Conditions Precedent.: 

Confiden tialitv: 

H CST MARRI CITT 
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The effective date of the transactions set f01ih in 
this Letter ("Effective Date") shall be the date on 
which the conditions precedent set forth below have 
been satisfied or waived in writing. If the Effective 
Date shall not have occurred by November 28, 
2003, the Settlement Agreement shall terminate and 
be of no further force or effect. 

Host Marriott's obligation to consummate the 
matters set forth in this Letter is subject, among 
other things, to (a) receipt of the approval of the 
Board of Directors ofHost Marriott Corporation, 
(b) delivery of the FMIC Release and (c) the 
execution and delivery of the Settlement Agreement 
and related documents satisfactory to Host Marriott 
and its counsel. The Port Authority's obligation to 
consummate the matters set forth in this Letter is 
subject, an1ong other things, to (x) receipt of the 
approval of its Board of Commissioners, (y) 
delivery of the FMIC Release and the Marriott 
Release (or, in the alternative, the Host Jndenmity) 
and (z) the execution and delivery of the Settlement 
Agreement and related documents satisfactory to the 
P01t Authority and its counseL 

The terms and provisions of this Letter shall remain 
confidential and shall not, without ~he consent of 
the parties hereto, be disclosed to any third party 
other than each party's governing bodies, parents, 
subsidiaries, affiliates, agents, consultants, 
attomeys, accountants and other experts, provided 
such persons have been advised of the confidential 
nature of this Letter and have agreed to treat snch 
information in accordance with the terms of this 
Letter. If either pa1ty becomes legally compelled 
(by deposition, interrogatory, request for 
documents, subpoena, civil investigation demand or 
similar process) to disclose the tenns and provisions 
of this Letter, such pmiy shall provide the other 
party with prompt written notice so that the other 
party may take such actions, as it deems necessa1y, 
Any disclosure deemed by the Port Authority to be 
required under its Freedom of Information Policy 
shall not be deemed a violation of this Section. 



H CJST MARRIOTT 
C::OR.-c((ATION 

Notwithstanding anything herein to the contrary, 
either party to this Lecter, and any employee, 
representative, or other agent of either party to this 
Letter, may disclose to any and all persons, without 
limitation of any kind from the conunencement of 
discussions, the federal and state income tax 
treatment and tax structure of the matters set forth 
herein and all materials of any kind (including 
opinions or other tax analyses) that are provided to 
it relating to such tax treatment and tax stmcture. 

This Letter constitutes only a general statement of the tetms of the proposed 
settlement, and neither Host Marriott nor the Pmt Authotity shall have any liability in 
com1ection with the matters desctibed above (except as set fmth in the Section entitled 
"Contldentiality") until such time as the Settlement Agreement has been executed by both 
pcuiies. To acknowledge your agreement to the material 'teiiDS and conditions of a 
settlement as set forth in this Letter, please execute a copy of this Letter where provided 
below and retum the same to me. 

~e~L:?,~ 
o;~es"':CT 

Executive Vice President 

A~~OWLEbO:ED AND AGREED TO this 
"2-_A:_ day of October 2003: 

THE PORT AUTHOlUTY OF NEW YORK AND NEW JERSEY 



HOST MARRIOTT 
CORPORATION 

Schedule A 

Right of Fits! Offer~ 

--\o j~~ 
In the event that during the peri d from the Effective Date to December 31, 2023, 

both dates inclusive (the "Negotiating eriod"), the Po1i Authority or any lessee of the 
World Trade Center site concludes tha it is desirable to develop a hotel within the World 
Trade Center site, and the Port Anthori y or its lessee wishes to lease an area within the 
site for such purposes, then, and in sucl event, the Port Authority or its lessee will notify 
Host. Host shall have the right to offerAsuch hotel within the World Trade Center site, 
and the P01i Authority and Host shall then in good faith mutually discuss and negotiate 
the leasing of such area towards the end of reaching an agTeement upon the terms and 
conditions to govern the letting thm:eof and the development of the hotel. If the Port 
Authority and Host reach an agreement on the tem1s and conditions to govern the leasing 
of such area, the P01i Authority shall prepare an appropriate agreemeht setting forth the 
details of the arrangement with respect to the construction, operation and maintenance of 
the hotel for execution by Host. If the Port Authority and Host fail to reach final 
agreement on the terms and conditions to govem the leasing of such area within two 
months after the date of the P01i Authority's notice to Host, or if after reaching final 
agreement on all of the terms ~d provisions Host fails to execute and deliver to the Port 
Authority the agreement prepared by the Port Authority setting fmih the details of the 
final agreement with respect to the constrnction, operation and maintenance of the hotel 
within sixty (60) days after submission to Host of such agreement then and in either such 
event the Port Authority may freely discuss with other parties the leasing of areas within 
the World Trade Center site on whatever basis it may in its discretion determine, 
provided the tenns and conditions of such leasing are not matelially more favorable than 
those discussed with Host. The parties specifically acknowledge and agree that nothing 
i~1. this provision shall create, or be deemed to create, any obligation on the part of either 
party to enter into a lease until the final lease tem1s are agreed to, or any inference or 
implication that eitlwr party will do so. 


