COMMONWEALTH OF PENNSYLVANIA
INSURANCE DEPARTMENT

Office of Chief Counsel
_ Capltol Assaciates Bullding
801 North 7° Strest
Harrisburg, PA 17102

Govemor's Office Phone {717} 787-6009
of General Gounsal Fax {717) 772-4543

April 24, 2006

Daniel Schuckers
Prothonotary
Commonwealth Court

628 South Office Building
Harrisburg, PA 17120-0001

..':Jdﬂ ——

RE:

M. Diane Koken, Insurance Commissioner of the Commonwealth of
Pennsylvania v, Villanova Tiisurance Company,
No. 182 M.D. 2002

i")

- T
. iy
Dear Mr. Schuckers: : ‘ ‘

Enclosed for filing please find the original and two hard copies of the Liquidator’s Petition

For Approval of Commutation, Settlement and Release Agreement Between The Liquidator and
Hartford Fire Insurance Company.

As directed by the Court’s Order we are also enclosing cop:es of thie documents on a
computer disk in word format.

Thank you for your courtesies i filing the documents.

Very truly yours

:E ‘Weber

‘ Specxal Funds Counsel

ALW:mm
Enclosure




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. Diane Koken
Insurance Commissioner of the
Commonwealth of Pennsylvania

Plaintiff,

v. i Dicket No, 182 M.D. 2002 B

Villanova Insurance Company
One Logan Square, Suite 1400
Philadelphia, PA 19103

e m T
3

Dgfendant. - ©

"ORDER

ANDNOW, this __~  dayof A » 2006, upon consideration of the
Petition for Approval of Cornmutation, Set@lement“énd Release Agrcement by and between M.
Diane Koken, Insurance Commissioner of the Commonwealth of Pennsylvania in her official
capacity as the Statutory Liquidator (“LiQﬁidator”) of Villanova Insurance Company (In
Liquidation) and Hartford Fire Insurance Company, a I%artford, Conﬁecticut Company
(“Reinsurer”) filed by the Liquidator, and in-which petition the Reinsurer concurs, the Court |

GRANTS the Petition and approves the ‘Commutation, Settlement and Release Agreement,

MARY HANNAH LEAVITT, Judge




IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. Diane Koken
Insurance Commissioner of the
Commonwealth of Pennsylvania

Plaintiff,

v, . Docket No. 182 M.D. 2002 :

Villanova Insurance Company
One Logan Square, Suite 1400
Philadelphia, PA 19103

Defen_dant.
LIQUIDATOR’S PETITION FOR APPROVAL OF COMMUTATION, SETTLEMENT AND

RELEASE AGREEMENT BETWEEN THE LIQUIDATOR AND HARTFORD FIRE
INSURANCE COMPANY = . -

Petitioner M. DianeﬂKoken, Insu:gnce Commissioner of the Commonwealth of
Pennsylvania in her official capacity as the Statutory Liquidétop(“Liquidator”) of Villanova
Insurance Company (In Liquidation) (“Villanova™), respectfully requests that this Court enter an
Order approving the Commutation, Se&iﬁernieﬁth and Release Agreement (“Commutation”)

between Villanova and Hartford Fire Insurance Company ("Hartford”).

The Liquidator asks the Court to approve the Commutation for the reasons set forth

below;

1. On July 25, 2003, this Court found Viilanova‘ insolvent and hppointed the

Commissioner as Liquidator of Villanova pursuant to Article V of the Insurance Depattment Act

of 1921, 40 P.S. §§ 221.1 — 221.63 (hereinafter, the “Department Act™),

2. The Act confers broad powers on the Liquidator to marshal the assets of

Villanova’s estate for eventual distribution to its policyholders and creditors.
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3. Prior to recei\;ership, Villanova entered into contracts of reinsurance (the
“Contracts”) with Hartford that obligated Hartford to accept from Villanova the cession of a
certain percentage of Villanova’s liabilities pertaining to business written on Villanova’s behalf
under & workers’ compensation program referred to as the Preferred Programs produced by
Philip J. Harvey & Company. The Contracts are attached as Exhibit A to theA'Commutation
Agreement which is attached as Exhibit 1 to this Petition.

4 .‘ Villanova and Hariford desire to terminate their business relationship and have
agreed to commute all of their _respectivé a;)bligations under the Coniracts, .

5. Hartford’s obligations to-Villanova under the Contracts include obligations that
may become payable in the future and that cannot be defermined in an amount certain at this
time.

6. Villanova believes that it is.in its-best interest to adjust and settle Hartford’s
obligations, including its future obligations, fo Villanova,

7. Accordingly, Villanova. hés negotiated the Commutation Agreement with
Hartford, which is attached as Exhibit 1 to this Petition.-

8. Pursuant to the Commutation Agr‘e_émAé'n't, Hartford will pay eight hundred and
ninety- seven thousand and seventy nine 'dﬁllars.(-$8'97,079‘.00) to Villanova as set forth in

Exhibit 2 to this Petition.

9. Pursuant to the Commutation Agreement, Villanova and Hartford will release

. each other from liability arising out of, or in connection with the Contracts.

10.  Villanova entered into this Commutation in reliance on its independent

investigation and analysis of the Contracts and Villanova's rights and obligations under the

Contracts,




1 1. T he Liquidator believes that the Commutation is in the best interest of Villanova’s
policyholders, claimants, creditors and the public generally.

12, Particularly, the Liquidator believes that Villanova’é receipt of approximately
$897 thousand is reasonable and adequate consideration for the commutation of Hartford’s
obligations to Villanova under the Contracts,

13, Villanova currently estimates Hartford’s current and future obligations under the
Contracts to be approximately $996 thousand including but not limited to the discounted present
value of outstanding reserves and incufred-ﬁu_trnot reported claims, The Liquidator believes that
the agreed commutation payment of approximately $897 thousand in cash is reasonable given the
time value of money, the results of arbitrations that Villanova initiated against other reinsurers,
the costs and fees that would have been expended in arbitrating due and owing balances from the
reinsurer and the benefit of certain payment now versus potential payments in the future. The
Liquidator also hopes that this Commutation will lead to additional commutations with other
reinsurers and, as a result, the more tit;‘;rely‘a:nd orderly liquidation of Villanova’s estate for the
ultimate benefit of the policyholders and creditors,

14, Thus; based on the terms of the Commutation Agreement and the evaluation of
the fransaction as a whole by the Liquidator, Ih.er staff, and Villanova staff members familiar with
the company’s de'alings with Hartford in connection with the Preferred Programs, the 'Liquidator
has determined that the Commutation is a fair and reasonable commutation of Villanova’s and
Hartford’s obligations to each other under the Preferred Programs, The II.'ta:urance~ Department
Act authorizes the Liquidator to take such actions as she deems “necessary or expedient ...

conserve or protect [the insolvent insurer’s] assets or property [,J" including the power to




“compromise” claims involviné assets of the insolvent insurer in order to accomplish or aid in
achieving the purposes of liquidation. See 40 P.S. § 221.23(6), (9), and (23).

15.  The Liquidator further believes that the Commutation will help her in achiéving
the objectives of liquidation under the Act, 40 P.S. §§ 221.1 ~ 221.63.  The Commutation
Agreement will assist the Liquidator in marshalling and maximizing‘Viilanova’s immediately
available assets_and minimize any unavoidable loss to policyholders..claimants and creditors
resulting from Villanova’é insolvency. See40P.S, §221.1(c).

16,  Hartford agrees to the Cqmmutatlon as evidenced by its execution of the
Commutation Agfeement and concurs in requesting the Couﬁfs approval of this petition.

17. For all of these reasoné, the Liqiﬁdator requests that the Court approve the

Commutation Agreement.

Respectfully submitted,

Wor (DA

Amy L. Weber, Special Funds Counsel
LD. # 45447
Pennsylvania Insurance Department
Office of Liquidations, Rehabilitations
and Special Funds

- 901 N: 7° Street.
Harrisburg, PA 17102
(717) 787-6009

Attorney for M. Diane Koken, Insurance
Commissioner of the Commonwealth of .
Pennsylvania, in her official capacity as Statutory
Liquidator of Villanova Insurance Company (In
Liquidation)

Dated: 4 o [ 06




VYERIFICATION

I, Gregg Frederick, Executive Vice Presideﬁt, have been retained by M. Diane Koken,
Insurance Commissioner of the Coﬁnnonwealth of'Pen.nsylvania1 and am responsible for the on-
site reinsurance operations of Villanova Insurance Company (In Liquidation). I have read the
Liquidator’s Petition for Approval of Commutation, Settlement and Release Aércerhent Between
the Liquidatorﬂa;ld Hartford Fire Insuraﬁce Company and verify that the matters stated therein
are true aﬁd correct to the best of my knowledge, information and belief. I understand that this
Venfication is made subject to the penalti-es:-o.ffl' § Pa.CS. § 4904 relating to unswom

falsification to authorities.

R e

Gregg Frederick
Executive Vice President

Dated: Aprit_ 0O 2006




EXHIBIT 1




COMMUTATION, SEFTLEMENT AGREEMENT AND RELEASE

THIS COMMUTATION, SETTLEMENT AGREEMENT AND RELEASE
(“Agr_eement”), made effective and- entered into this ___"’ day of March 2006, by and betweén
Hartford Fire Insurance Company, a Hartford, Connecticut company, (hereinafter known as the
“Reinsurer”) and M. Diane Koken, Insurance Commissioner of the Commonwealth of
Pennsylvania in her official capacity as Sta_tﬁtory Liquidator of Legion and Villanova Insurance

Companies (herein'aﬁer collectively known as the “Cedants™). _

RECITALS

A. Onor about June 1, 1999, the Reinsurer and the Cedants entered into a Casualty
Quota Share Reinsurance Contract, wherein the Reinsurér agreed to reinsure risks written or
assurned by the Cedants and/or agents of the Cedants, subject to the terms, limits and conditions
thereof, and; o '

B, The Casualty Quota Share Réinsurance Agreement was renewed on or about June
1, 2000, and; .

C. The reinsurance agreements referred to in Recitals A and B above are attached
hereto as Exhibit A, and are herein coliectively referred to as “thé Contracts”, and;

D.  The Reinsurer and the Cedants desire fully and finally to settle, release, and
commute all rights, obligations, and !iébiiities, Béth known and unknown, of the Reinsurer and
the Cedants under the Contracts pursuant to the terms of this Agreement; and

E.  The Reinsurer and the Cedants agree that it is in each of their best interests and in
the best interests of their respective policyholders and creditors to adjust And -settle their

differences and to enter into this Agreement.




NOW THEREFORE, in consideration of the mutual benefits to be received by the
parties hereto and the mutual covenants and agreements herein contained, the parties hereto

hereby agree as follows:

Commutation of Reinsurance Agreements

1. Subject to the receipt by the Cedants of the Consideration as set out in Article 4
herein, and in Mer consideration of the release contained in Article 2 hereir_z, the Cedants
hereby irrevolcably release the Reinsurer, and its predecessors, successors, assigns, shareholders,
employees, officers, and ditectors, from ‘One Hundred Percent (100%) of all adjustments,
obligations, offsets, actions, causes of action, ‘proofs of claim, suits, debts, sums of money,
accounts, reckonings, bonds, bills, covenants, cohtracts, conversions, agreements, promises,
damages, judgment claims, and demands whatsoever; whether known, unknown or suspected,
arising out of, or in connecfion with Athe Reinsurer’s parﬁcipations on the -Contracts, whether or
not any of such contracts are void or voidable, including, but not limited to, all claims that were
raised -or could have been raised in the settlement discussions between the Reinsurer and any or

all of the Cedants who is or are a party to this Agreement.

Releas‘e of the Cedants

2, In consideration of the release set out in Article 1 herein, the Reinsurer hereby
irrevocably releases the Cedants, and their respective predecessors, successors, wsigﬁ,
sh&eholders; agents, employees, officers, directors, receivers, liquidators, and adlﬁinistrators,
from One Hundred Percent (100%) of all adjustments, obligations, offsets, actions, causes of
action, proofs of claim, suits, debts, sums of money, accounts, reckonings, bonds, bills,
covenants, contracts, conversions, agreements, promises, damages, judgnient claims, and
demands whatsoever, whether known, unknown or suspected, arising out of, or in connection
with the participation of the Cedants on the Contracts, whether or not any of such contracts are

void or voida‘blé, including, but not limited to, all claims that were raised or could have been
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raised in the settlement discussions between the Reinsurer and any or all of the Cedants who is or

are a party to this Agreement.

Warranties
3. To the best information and belief of each of the parties to this Agreement, the
following express warranties apply: _
a: There are no pending agreements, transactions, negotiations, regulatory
actions or lawsuits in which any of the parties are involved nor are there any threatened regulatory
actions or lawsuits or of which any of the parties are aware that would render this Agreement or any

part thereof void, avoidable, or unenforceable; and

b. No party hereto has transferred; assigned, or contracted to transfer or assign

_ to any person, corporation, company or entity any of its rights, title, benefit or obligations directly -

arising out of or in connection with the Contracts, including without limitation any balances,
accounts, costs, claims, counterclaims or demands which are within the contemplation of this
Agreement. The Reinsurer has not undertaken any action that would impede, prohibit or limit its

ability to make payment under this Agreement,

4, The Reinsurer agrees to p.ay. the Cedants the total sum of sixteen million US
dollars ($16,000,000.00) (“the Cons_idt;l;aﬁon"). Said payment shall be made no later than (10)
days following the Completion Date which shall be defined as either (i) date that the
Commonwealth Court of Pennsylva;xia signs an order approving the Commutation, provided that
no valid objection to such a ruling has been entered on the official record of the Commonwealth
Court or (ii)if a valid objection was entered in the Commonwealth Court procccdings, priorto the
éou:t ruling, and the objecting party has filed an appeal to the Supreme Court of the
Commonwealth of Pennsylvania, then payment shall be made no later than ten (10) days afier the

Supreme Court rules on the disposition of any such objections, and affirms the lower court order,
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in accordance with Article 17 herein . thwithstanding the foregoing, if the tenth day following
the Completion Date falls on a weekend or a holiday, then the transfer must be completed by the

end of the next business day, Reinsurer shall transfer the Consideration pursuant to the Cedants’

wiring instructions.

Suceessors and Agsigns
5. This Agreement shall inure to the benefit of and bind the Reinsurer and its
successors and assigns and the Cedants and their respective successors and assigns,

Independent Investigation

6. Each of the parties acknow_iédges that it has-entered into this Agreement in
reliance upon its own independent investiéétiou and éhalysis of the Contracts and ifs respective
Tights and obligations the_rp_ynder, and not on the basis of any representation by the other party
hereto. Each of the parties further acknowledges that it has read this Agreement, that it has had

the opportunity fo .discuss it with legal counsel, and that it fully understands. all of the torms

herein,

No Third Party Beneficiary
7. This Agreement is intended to confer”ﬁghts and benefits only upon, and shall
inure only to the benefit of, the parties hercto; and tht_?iprés.pecﬁve successors and assigns. It shall
not be deemed to confer any rights on any other third party, iﬁcluding any rights based upon a

claim of collateral estoppel or res judicata.

Intepration and Waiver
8. This Agreement shall constitute the entire agreement between the parties
periaining to the commutation of the Contracts, and supersedes any and all prior or
contemporaneous understandings or agreements. No supplement, modification, waiver or

termination hereof shall be binding or enforceable unless executed in writing by the parﬁes fo be




bound thereby. No delay, omission or forbearance on the part of any party to this Agreement in
exercising or enforcing any right, power or remedy under this Agreement shall impair such right,
power or remedy or operate as a waiver thereof, The single or partial exercise or enforcement of
such right, power or remedy shall not preclude any other of further exercise or enforcement
thereof or of any other right, power or remedy. The rights, powers and remedies provided in this
Agreement are cumulative and not exclusive of any rights, powers and remedies provided by law,
To the extent | that any part of this Agreement is subsequently rendered, null, void or
unenforceable by any court of competent jurisdiction, the Parties shall operate as though that

portion rendered null, void or unenfotceable were never made part of this Agreement and the

‘remainder shall continue in full force and effect; unless (i) the Agreement is disapproved by the

Commonwesalth Court or any higher court; as dcscriﬁed in the provisions of Article 17, or (ii) the
portion rendered null, vg_id or unenforceable renders the Agreement to fail in its essential
purpose. In the case of eitﬁér (i) or (ii), ﬂ;e Agreement is null and void and shall have no further
effect as between the Reinsurer and the Cedants, and each shall be put back in the position each

was in just prior to the execution of this Agreement.

Capperation

0, a. The Cedants hereby agree to use their best efforts to
provide the Reinsurer with -any and all documexitation (in both paper and/or
computer/electronic formats) at ‘Reinsurer’s expense (i) relating to thé Contracts
(including claims, underwriting and accoﬁhting files), and (ii} in the Cedants’ possession
or control (including in the possession or contro] of its agents or counsel), requested by
the Reinsurer from time to time to the extent that the Reinsurer, acting reasonably and in
good faith, in its sole discretion, deems necessary or advisable in connection with any

retrocessional billing or collection activities; and

-~ b The Cedants hereby agree to use their best efforis to allow access
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to the Reinsurer, upon reasonable notice, to inspect and make copies (at- the Reinsurer’s
sole expense) of any such documentation requested by the Reinsurer from time to time
that the Reinsurer, acting reasonably and in good faith, and in its sole discretion, deems
necessary or advisable in connection with any billing or collection actiyities with
retrocessionaires. '
C. In addition, the Cedants will cooperate with and provide
: comméréially reasonable as_si.s'tavm;:e to the Reinsurer in all respects in the Reinsurer’s
efforts to recover from its retrocessionaires in connection with this Agreement, Such
reasonable assistance- and cooperation shall include, but not be limited to, providing
appropriate personnel to assist the Reinsurer by explaining, or by providing testimony at -
deposition, trial or arbitration, about the busingss that is subject to this Agreement. In the
event that the Cedants provide such personnel, the Reinsurer shall reasonably compensate

the Cedants for the fime expended by its personnel in assisting the Reinsurer,

Cedants’ Remedies

10,  Inthe event that the Reinsurer fails to pay the Consideration to the Cedants within

10 days following the Completion Date, the Cedants shall have all rights and remedies a_vailable
at law or in equity. In addition, the Cedants shall have ths express right to _

a. deem the entire 'Agrcleinent. null and void by notice in writing to the

Reinsurer per Article 13 herein and to seek recovery of all sums due or to become due under the

Contracts; or

b. bring suit on the Agreement including interest on the agreed-upon but
unpaid amount as set out in Article 10{c). |

c. Without prejudice to the Cedants’ rights to rescind this Agreement
pursuant to Article 10(a) above, if Reinsurer does not pay all of the Consideration recited herein
1o the Cedants within 10 days following the Completion Date, the Reinsurer shall pay interest on

any unpaid sums at a rate which is cqual to one percentage point (1.00%) over the Prime Rate
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(the base rate on corporate loans at large U.S. money center commercial banks) as published in
The Wall Street Journal, but in no event shall said interest be calculated at less than six percent

(6%) per annum,

Expenses of Collection
11, Subject to the provisions of Article 10(¢) herein, if the Reinsurer fails to pay the
Consideration to the Cedants within 10 days following the Completion Date, Reinsurer agrees to
reimburse the Cedants for all reasonable ‘expenses including, without limitation, attomney fees
which are incurred by the Cedants in the éthmement of this Agreement and collection of the
consideration together with any interest accrued upon such rcas_onﬁﬁle expenses from the date of

payment of such expenses at the rate set out in Article 1 0(c) above,

Choice of Laws

12, The performance and interpretation of this Agresment shall be govemned by the
laws of the Commonwealth of Pennsylvania; exclusive of the rules with respect to conflict of
laws, with respect to any dispute arising under this Agreement between the Reinsurer and the
Cedants. o

13. All notices required und,g_: thls Agreement shall Bé as follows:

a. "Any notice or_other communication under or in connection with this
Agfeement shall be in writing aund shall be delivered personally or sent by first class post/mail (or
by air mail if overseas) or by overnight courier service, to the addresses of the parties as set out in
Exhibit B attached hereto or to such other person or address as any party may specify by notice in
writing to thé others.

b, In the absence of evidence of earlier receipt, any notice or othér

communication shall be deemed to have been duly served if (i) sent by first class post on the
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second business day after posting; (i) sent by overnight courier on the next business day after
mailing (iii) sent by air mail, six (6) days after posting, and; (iv) if delivered personally, when
left during normal business hours at the address set out in Exhibit B or any alternative address

specified by the receiving party.

' - Interpretation
14, ’I'he language of this Agreement is the result of negotiation between all parties
hereto, and any ambiguities in said language shall not be construed against or in favor of any
party or parties hereto.

Execution and Approval

15, Except as disclosed in Article 17, each party to this Agreement represents that it is

authorized to enter into this Agreement and the transactions contemplated herein.

16.  Exccpt as disclosed in Article- 17, each signatory to this Agreement represents that
said signatory is authorized and empowered to execute this Agreement and the transactions
contemplated herein and that any and all required corporate approval on behaif of the Reinsurer

has been properly executed and that the Agreement is entered into voluntarily,

17. This Agreement is sui&ject to approval by the Commonwealth Court of
Pennsylvania (the "Court"), which has jurisdiction over the liquidation of Cedants. Upon
execution by all parties hereto, the Liquidator of Cedants shall promptly make application to the
Court to secure said approval. In the event the Court does not approve this Agreement, th;:n
upon such notice of disapproval, the Liquidator of Cedants shall notify the ‘Reinsurer and this
Agreement will become null and void and have 1o firther force or effect as beiween the
Reinsurer and the Cedants. In the event the Court approves the Agreement and any person or

entity appeals the Court ruling or order granting such approval, then the Agreement shall be
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deemed to be approved as of the first date upon which such ruling or order is affirmed by the
Supreme Court of Pennsylvania. In the event that any. such appeal resuits in the revocation of the
Court's approval, the Liquidator of Cedants shall ndtify the Reinsurer and this Agreement will

become null and void and have no further effect as between the Reinsurer and the Cedans.

18.  This Agreement may be signed and exchanged in counterpart by facsimile and this
Agreement as so signed and exchanged will constitute the binding Agreement of the parties.
IN WITNESS WHEREOQF, the parties have hereunto set their hands as of the dates set forth.

LEGION INSURANCE COMPANY (In Liquidation)
VILLANOVA INSURANCE COMPANY (In Liquidation)

Title: Bruce Daley, Chief Takeover Management Division'
On behalf of M, Diane Koken
Insurance Commissioner of the
Commonwealth of Pennsylvania

In her official capacity as Statutory
Liquidator of Legion and Villanova Insurance Companies

Date: _3-—-33—“ 06

Hotizon Management Group, LL.C -

For anz%on belalf o ?MOE Fire Insurancc Company
By: Wm‘
Title: M .

Date: S"a)- 3" Qé




EXHIBIT A
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T EFERRED PROGRAMS
ASUAL OTAS ' ANCE CO

EFFECTIVE JUNE 1, 1999, 12:01 A;M.. LOCAL STANDARD TIME
' Issued to C

LEG]ON {INSURANCE COMPANY

PHILADELPHIA, PENNSYLVANIA
" LEGION INDEMNITY COMPANY
© . CHICAGO, ILLINQIS
VILLANOVA INSURANCE COMPANY
* . MUTUAL INDEMNITY LD, °
- HAMMMMA I
. ‘and all other cumpanias whlch are now or hereafter
becoma patt of the MUTUAL HISK MANAGEMENT LTD, GRDUF

ARTICLE J. T sumECT .U T . page
1 BUSINESS COVERED ......... R FOSRR 3
I CDMMENCEMENTANDTERMINA‘HDN sy e 1
il EXCLUSIONS o smusrsssesssmeesrssstsasmssessstssamssssesossssosesessrenssssssessssmeane v 2,
IV - AFFILATED COMPANIES {BHMAZB).. S
v FOLLOW THE FORTUNES .o uomernes I ermessemsons OIS }
VI TERRITORY {(BRMA B1A} cccivivunisssreoncons A

Y QUOTA SHARE PARTICIPATION wu.couucummermmanmsssssssssmmmsmsssssmsssssssenmmrases
Vil PREMIUM. AND PROFIT COMMISSION vuvuurnssiomsssneensessssmmenonncs &,
X EXPERIENCE ACCOUNT ... vvcreresssssssssssessereons . :
X REPORTS AND REMITTANCES, ... S N R .3
X NET RETENTION coovvoseussessssensnensarsen S ———————— 7.
XN NET LOSS.....eonassnmsssngnssensen et et PR rensrerras wh
X COMMUTATION ovvvcssmssssrmmsmsrmsnnsssssasscasssssesnns e asnerseenees —

XIV  OFFSET (BRMA 35C) vucmmenersiinsissomemmsmmesmneens S — 7.
Xv ERRORS AND OMISSIONS...ouvssisssessonsssrammmmsssssssssssseeseesssarenrs 8y
XVi CURRENCY (BRMA 12A}mumumsssssssemsrnsmmssssssnmssssssssse e 8,
XVl TAXES {BRMA BOAY w..cmsmsersmrivesissssersnns v iarenansrsrsinrarasaa TP 2
XVIll - FEDERAL EXCISE TAX {BRMA 17A) oo — SR :
- XX ACCESS TO RECORDS (BAMA 1C)..ccormrmmmssssssrmsmmersssnsensessessmmneren 8,
XX ARBITRATION ovvomssessssssscsssscenn S — S— weprensanns O -
XX INSOLVENGY (BRMA 189G} .., " g,
XXl SERVICEOFSUI‘F{BHMA49A}...,... ......... pvesstesrsee 10,
XX " AESERVESu.ucummssrsemssssiisssenns S e onen 1,
XKV .IN“IERMEDIARY (BAMA 23A) - '
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‘occurrences commencing on or after that date on new and ranewal

1.
E PREFERRED PROGRA
C UOTA SHARE REINSURANCE CONTRA

" Iesued to
LEGION INSURANCE COMPANY

~ LEGION INDEMNITY G Y

v 7 s :and all other compéhfaé"ﬁﬁfdﬁ are now or hereafter :
[+ betome part of tha MUTUALRISK MANAGEMENT, LTD. GROUP

S
[

..' R P

ATICLE | - BUSINESS COVERED.

“IAST Business produced and underwritten by.Philip J. Harvey & Comp'anv',

" Inc. for the Reassured classified as Workers Compensation and Employers Liability . -
;. end cqns}pﬁng-of‘pollcia'gfprﬂ'la-ﬁaagsq[ed'i; T e P

“- .. "Prefered Ciub Program ~ +.-1+-
st Preferred Employmént Program* .
e " Preferred Hospitality Program
" " -:'Preferred Non-profit Program | )

- Preferred Utliitles Program*. ~ ~ . * . . .. S -
7 “*Including Business Defined By The Resssured As Select and/or
", 7 ‘TechnologyBusiness’ .. -, - .. . .. o

' .B'.- : "C_bntréct Year” shgl:I .mean aach_“ twelve (12) month periud

'_'qornma_ncing ai_‘.‘J‘une 1,1988. L

C. © Thsterm “policies®, whenever used hereln, shell mean all binders, -

) 'pa!iclas,‘cqntyacts, and certificates of Insurance, .

ARTICLE If - COMMENCEMENT AND fEBM!'NAnom

g AT 'l"h!s Contract shall Incept &t 12:01 am., Logal Standard Time, June
1, 1999, at the locetion of the risk, and shall apply to losses arising out of loss

policles
attaching to the Preferred Programs attaching on or after that data. This Contract

. .and shall remain in forca for an Indefinite. perlod, but sither ‘party shalt have the
- vight to' cancel on any June 1 by giving at least ninsty {80) days prior written

- natice by certified or registered mail, The first *Contract Year* shall bs from the
" sffecilve date of this Contract through Ma

* .- period shall be & separata Conitract Year, .

R

Y 31, 2090 and each sdparate 2month | . _
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-2,

B. In the event either ;iarty cancels [n accordance with the paragraph
abave, the Relnsurars shall participate in all business ceded within the tarms of this-

Contract written or renewad by the Reassured after receipt of notice of cancsllation-
bust prior to termination. '

C. In the avent of tha termination of this Contract, et the Reassured's
option:

1}  The Reinsurers shall remain liable for 2il pollcles in forse at
. tarmination of this Contract; howsver, the liabllity of the
Relnsurers shall cease with respect to Josses oecurring

" ;subseguent to the firat anniversary, natural explration .or

“cancallation of each: policy under each program -caded,
' .whlcheverﬁtsj:ocpgrs; or ) ST

2}' _ The Reinsurets shall bie relievad of all liabllity hereunder for
lasses occurring subssquent to termination of this Contract.

~ D, The Relhsure'rs shall rsfund to- the Heassu.réd the uneamead

. =+ relnsurance premium.appilcable to the unexpired Jlahility {calculated on a pro rata

. .basis), less the commission allowed by the Reinsurars if option 2 above Is elactad.

: . -The Reinsurers shall continue to be liabla for their proportionate share of the
. ' outstanding logses {raported or unreported} on policies. ceded hereunder with a
;.. -datg of lass prior to the conciusion of the run-off or termination, as the case may be,

" E. " Notwithstanding any. other provision of this Contiact, In the event.

e that any polloy Is required by statute or departmentsl regutation or order to ba
* - continued in foree, the Reinsurers will continue to remsin liable with raspact to each

.+ ARTICLE i - EXCLUSIONS

such pelicy . until the Reassured may legally cancsl, non-renew: or otherwise

. : eliminate liablity under such pollcy or poficles.

-~ Exclusions attached in Exhiblt “A",

.~ ARTICLE WY - AFFIIATED COMPANIES (BRMA 28]

Whanever tha word f‘ééhssurad” is ugad In this Contract, same shal}

" be held to include any or all of the affiliated companies, which ara or may
] hereaﬂsrhaundercommonqonu'ol.,‘ ST oo




ARTICLE V - FOLLOW THE FORTUNES

- The Reinsurers” liability shall attach simultaneously with that of the
Reassured and shall be subject in all respects to the sama risks, terms, conditions,
interpretations, walvers and fo the same modifications, aiterations and
cancellations as the respective Insurances {or reinsurances) of the Raassured, the

* trus intent of this Contract being that the Relnsurers shall, in evary case to which

this Contract applies, follow the fortunes of the Reassurad.

ARTICLE V} - TERRITORY (BRMA 51A)

The tamrtorial fimits of this Contract shall b Identical with those of

'_;1[19 Rsz_lssure{i's poligias, -

#* ARTICLE V1) - QUOTA SHARE PARTICIPATION

e

A. - The Reassured shall cede and tHe 'H.alnslurésrs shall accept a 80.0% :

Quota Share Particlpation of the Reassured's 'Uability for Nat Lossas par loss,

o .. occurrence, per program up-to the Subject Per Loss Qccurrence Limit as respects

* «each program and up'to the Program-specific Relnsuranca Loss Ratio Cap for all

REEIF I

:Cap” shall be

Programs covered hereunder es provided In the tatile below I axcess of.the -
Reassured’s 20.0% Net Retantion (in Article XJ) as defined below: Y

v,

: . "} Program-. | -SubjectPar
-| Program "o . - Specific, 1" iloss
" 7. | Relnsurence | Qccurrahce
‘ - Loss Ratio " Limit
: ] : “Cap ° .
{ Preferred Club 132.3% . $300,000 . )
.. | Preferred _ 149.2% " $ 250,000
“oon L. | Employmant A
©o LT Y Preferred ] 1831% | $250,000
RN Hogpha“tv - . ERI
© .~ |Preferred Non- ~- - 1323% |+ $260,000
. A D Profit : : S L
~ ' .."% | Preforred Utliities 144.9% $ 400,000

B. The dollar amount of tha *Program-specific Bei_nguyanée Loss Ratio-
aqual to the reingurance premium as respacts each program times

" the percentages listed in the above tabls for such progran, and that amount shall

‘be the maximunm Habllity that the Reinsurer shall pay for Net Losses per Contract

Year for sach program. However, In no event shall the Relnsurer psy more than

- an "Aggregate Loss Ratio Cap* equal to' 141.6% of tha Contract Year Premium .

“ceded as respacts all covered pragrams In BNy one Contrant Year.

oceurrence smount par program that is subject to this.Contract. © "

v h Y

C. - . "Subject Per Loss Oceurrence Limit* shall be the mé:;c!mlim_'lnss '

»
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' ARTICLE VIII =~ PREMIUM AND PROFY COMM[SSION

*A. _ The pramium to the Flalnsurer shali be' 37.8% of the Reassured's
gross collected premiums for the covarad business,

B, The Ramsurar shali pay the Reassured a profit commission, equal to
40.0% of the net profit, if any, accruing to the Reinsurer from business attaching

- to each Contract Yaar, the first Contract Year baing June 1, 1899 through Mav 31,
’ 2000 . ‘

C. The Relnsurer's net proﬂt for-each Cuntmct Year sha!t be calculated

" .in accordance with the. following formula, it being understood that a pusitwe
. balancu aquals nat proﬁt and a nagati\'e halanca -aquals not loss:

'-:: R PR COntract Year Premiums eamed haraunder; less .

. -2. - Cumulative cedad losses Incurred haraunder for the Contract .
) Year, Do ,

N 'D'. The Reassured shall calculate the Proﬁt Cummisslon it any, for the

" first Contract Year on the first business day of June, 2002 and calculats and report
“- annually thereafter the Profit Comriission for the Contract Year, tf ﬂny, untll all.
: -losses sub]act hereto have baan ﬁnaliy sattl&d. o

“" E As raspects subsequant Contract Ysars, excapt the ﬁnal Corrtr-act '

. 'Year, the Reassured shall calculate the net profit, if any, two years after the end of

each Contract Year, and annually theraafter umll all josses subject harato hava

N bean ﬁnalh,r aetﬂad

F. "Each such calcuiat:on for aach Contract Year shall be based on

'numu!aﬁva tansactions hereunder from"the heginning of the Contract Year
through the date of calculation. As respects the Initial calculation for the Contract
- Near as defined above, any- profit commission shown to be due the Reassured.
..~ shall be paid by the Reinsurer four (4} years after the end of each Contract Year, .
: that ls, twenty-four months &fter the. first calculation. As respects each
- vecalculation, in the avent the' Reinsurars praviously paid a Profit Commission to -

. the Reassured for the. Contract Year, any additional profit commission shown'to .
. ba dus the Reassured shall ba pald by the Relnsurer within fiteen (15} days after-
"+ 'such recalculation. Any return profit commission shown to be due thie Reinsurer

-shall be pald by the Reassured within ﬁftean (15) days after racalpt of the - - g
o Relnsurm‘s adwaasto that aﬁect, :

G. "Premlums aamad" 88 used hera!n shall mean netwrltten premlums
for policles with' effective or renewal dates during the Contract Yaar, less the
uneamed portion thereof as-.of the effactiva. date of caleulation, it belng.

. understood and agreed that all premiums for policies with effective or renswal
,dates duﬂng a Contract Year shall be credited to that Contract Year, unless this -,
Contract 15 terminated on a “cut-off” basls, In which event the uneamad

. Talnsurance as of the -effective. date of teminﬁﬁnn shall be rah.lrnad by the_
L :Relnsurers ta the Rsassured o . )

.‘.:'

R

+
1




8,

H. "Losses incurred® as used herain shall mean cedsd {ossas paid as of
the effactive data of calculation, plus the caded ressrves-for losses outstanding,
including any amounts for losses incurred but not réported, as of the same date,

. all as respects losses osourring undar onglnal policles ccdad during the Contract
Year under considaraﬁon &

Anncgg :x EXPERIENCEACCOUNT R

A The Reassurad shell maintein, for the bensefit of the Hemsurer, a
notional Experience Account subject to the terms herein. The Reassured and the
-. Relnsurers agrea that loss setttemonts hersin shall bs pald first from the

Experlence Account until depleted; thereafterloss settlements shall be collected

. monthly, in sccordance with the reports and ramittancas provisions of the
Contract, directlyfnom the. Relnsurar U :

B. . 'ﬂm Experlence Account shall be maintaincd for the busmcss
" covered undar thls Contract and shall be daﬂned as:

Ta 90.0% of the cumu!atwe Helnsurance Premlum devalcped
. . - hereunder [being 100.0% .of the Relnsurance Premium
.- i, -.cdeveloped less 10.0% "of the Relnsurance Premium
IR ‘developed as an’ allowance for the Helnaurers'’ expenses
.-, {"Relnsurers Margin') which shall be pafd direcﬁv to tha
. Hemsurer), laas L '--._: .

B A 100.0% of cumulative Net Lnss Payments for coverad lossas
.. subjact hereto, &nd any applicable Profit Comimission

L ".paymants for anv ContractYaar covarad hareunder' plus

R A Tha cumulcﬁve lnvestmant Inccma credned to the
.-"no’uonal Expcnancc Account. ’

” Tha sum of 1 and 3. above for aach contract year shail hc defined
as tha 'Ccntract Year Fretnlum“ e R
c. 90, 0% of tha Monthly Halnsuranca Pramlum shall be contﬁbuted to
the Expsrience Account on the .dates such amounts .are notlonally due, in
accordance with the reforts ‘end remittances provisions of-the Contract. The
Monthly Relnsurers Margin shall be- transferred to the Relnsurer In accordance
" with the rapurts and ramlttances provlc!ons ofthe Contract. _

. 'B. - Nat Lﬂss paymants due from the Reinsurer shall be chargsd against
.ﬂm nunonal Experience Account on tha date such munies aradue, -

. E, The Expanenca Account Interest Crcdtt chall be computcd annua!ly .
' .fur the Experience Account, and shall ba equal to the noﬁonai average dally -

balance.of the Experlance Account during the calendar year {or portion theraeof)
¢ multiplied by the Interest .Credit Rata (or pro rata pnrtlcm thereoﬂ appllcable,
- .cradltad annualhy in arvears. B o,

LE

N,
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6.

'k The Interest Credit Rate applicable to the Exparience Account for

‘ach Contract Year for the business covered under this Contract shall be equal to

the weighted averags of the threa-yaar U.S. Treesury Note yleld published In the
Wall Strest Journal. The weighted average rate shall be defined as 50% of the
thres-year U.S. Treasury Note yleld as publishad in the Wall Street Journa! on the
first.-business day of Dacember each year plus 50% of the thrée-yesar U.S.

- Treasury Note vield as published in the Wall Strest Journal on tha first busingss
_ day of June each year, C v :

*. G Should any one of the following events oceur, the Relnsurer may, at

. its.own discretion, demand immediate transfer of cash and cash afulvalent assats

equal to the notional Exparience Actount to eithar the Reinsurer o a Trust Fund,

‘with g bank acceptable.to both parties, within 30 days after such demand;

S - . '™ Tha Reassurad’s A.M. Bgéi‘raﬁng falls bz:::low A-
. * The Reassured's surplus falls below $50,000,000
* The Reassured coases writing naw or renewal business

'ln ,'th'e evant the assets‘ are transfarréd 0 a Trust Fund, the

'Roassurad ghall malntain the Trust Fund balance to he eguat to the notional
" - -Expariance Account as defined herein Including the requisite interest credit and
. shall be respongible for any and alt TrustFundfees, ~ :: -, . .

LR L

.

- " " Inthe event the assets are transfarred to the Relnsurer, the Interest

'_fcfﬁdit Rate shall be calculated in accordance with Paragrap_h F above. . -

TUHT ﬁ‘e,av’an:f'the' Reassured. has not slected to commute ‘sovered

. Glalms for any Contract Year covered hy this Contract, efter 60 months from the -
. :end of -a Contract Year, the Relnsursr may demand reledse of the.Expariance
. “Account balance relating to that Contraot
- talaasing the Experlenice Account to ths. Relnsurer, the Reassyred shall submit
. thereafter to the Relnsurer Its requast for Ioss sstifements on a monthly basls in
".. - accordance with the reports-and remittances provisions of the Contract. The'
. “Reinsurer shall raimburse the-Reassured its share of such funds within.15 days of
-, Tecaipt of the Reassured's proof of loss, .~ - . . oo

Year., Subsequent .to the Reassured

'; ARTICLE X ~ REPORTS AND REMITTANGES -

Within sixty (80} days after the close of each month, thi Reassured )

':shail furnish the Reinsurers with a raport summarizing gross premium ceded, less
‘losses paid, logs adjustment axpense paid, monias recovered and not balanca due
-ither party on each program ceded, In addition, the Reassured shall fumlsh ths

Relinsurers an annual statement showing the total ressrves for outstanding losses

o Including loss adjustment expanse and such other information as'may be requirad
* by the Relnsurers for completion of thelr NAIC annual statemments, Amounts due
-the Reinsurers shall be remitted with the report. Lo T e




ARTICLE XI - NET RETENTION.

For this-Contract Year and esach successive Contract Yesr, the
Reassured shall retain an amount of al] Net Loss squal to 20,0% of the Cumulative
Original Gross Written Premium net for its own account, T

ARTICLE X! - NET LOSS

All Loss and Loss Adjustment Expenses plus any Loss In Excess of
Policy Limits/ Extra Contractusl Obligations, after deducting all recoveries, aif
saivage and all amounts dus from any othar Relnsurers {whether collacted or notj.
-Loss adjustment expanses shall includas but not be limitad to: a) expensas sustalned
In connaction -with setdemsnt and litigation of claims and’ suits, safisfaction of
Jjudgments; resistance’to or negotiations concerning a loss, b) legal expensasand

. ¢osts incurrad In sonnection with coverags questlons ragarding spesific claims and
legal actions, including daclaratory Judgmient -actions, connected therato, ¢) al}

Intarest on judgments ather than. preludgment interest whan added to a Judgment,

" and d} expenses sustainad toobtaln recoveriss, salvages or other refmbutzements,

'+ .-Orto secura the reverse or reduction of a verdiet or judgment. Allloss settiomants

.~ made by the Reassurad, within tha terms and conditions of this Contract, shall be
"+ unconditionally binding upon the Relnsurers, and the Reinsurers agree to pay or.
. - -allow, as the case may bs, thalr share of each such settlement In accardance with

ARTICLE XU COMMUTATION - ;.. - Ce T

A, Tha Reassured can, at Its sole discration, elact to commute this

" Contract at any calendar quarter ending on or after July 1, 2001, 'subject to 90

days advance written notice, and provided the .noﬁonaI.Exper_lalnp_a Account

- balance Is positive.

B, Upon commutation, ths Nability for all outstanding loss recoveries

. due ﬁerainf shall revert.to the Reassured in exchangs for the Reingurer releasing
7,100.0% of the posltive fNotional Expsrisnce Account to the Reassurad {unlass
-8saats equivalent to the Experience Account have haes transferred directly to tha

Relnsurer or a Trust Fund; In which casg, the asssets shall ba' retumned_to the
Bqassur'ed by the Relnsurer or from the Trust Fund). . R

" €. Release of the Exparlenca Account (or paymant of the assats sguivalent to-

the-Experlence Account) shall constitute a full and final satlement of the terms of

. this Contract, and the Reinsurer shali be released Jrom-all current and futurs |
- liability herein, ' o : T e

ARTICLE XIV - OFFSET (HRMA 36¢) | T

" The Reassu_r.ed aﬁ;:f the; HafnSUrars shall have the righ‘t..tn offsst any

) .i:alanca or amounts dus from one party to the othor under ‘the terms of this -

-Contract. - The party asserting the right of offset-may exerclse such Hght any time

+ whéther tha balances dus are on aggount of pramiums or losses or otherwise,
. ] - ., e o e . . I g :'.."'-"f:‘. o




ARTICLE XV ~ ERRORS AND OMISSIONS

' Inadvertent dalays, errors or omisslons mads in connection with
this Contract shall not relfeve either party fram any lability which would have

.attached had such delay, error or omission not occured, provided always that

such delay, ‘error or omission shall be ractified as 8oon as possible after discovary
by the Reassured’s Homa Offica, . s

ARTICLE XVi - CURRENCY {BRMA 12A)

A Whtanevar the word *Dollars® or the ;'$' 8ign appsars in this
Contract, they shall he construed to mean- United States Dollars and all

- Wransactions under this Contract shall be'in United Statag Dollars,

fB." Amounts paid or Tecoived by the Reassured In an'y other currency
‘shall be converted to Unjtad- States Dollars at the rate of exchangs at the dates
such transaction is entered on the books of the Ha'a’squ;ed. "

ARTICLE XVI[- TAXES (ERMAB0A) . - " .-

- I consideration 'of the terms undar which thie Contract Is lssued,
the Reassured undertakes- not to claim any deduction of the premium hereon
when making Canadian Tax returns or ‘wheh making tax returns, other than
Income or Profits Tax returns, to ‘any Stats Jor Tarritory of the Unitad. States of

"-America or to the District of Colymbia. _
. ARTICLE XVyil < FEDERAL EXCISE TAX (BAMA 174) ..

- {Applicable to ﬁngsa Raiﬁsurém{ éxceﬁt}rig Underw;'iters at Lloyd’s London and

other Reinsurers exempt from Federal Excisg Tax, who are domiciled cutside the .

- United States of Amarica;)

A The Bainsuférs,havé agreed 1o allow for the purposs of paying the
Faderal Exclse Tax the applicable percentage of the premium payable herson (as

imposed under. Section 4371"of the Intemal ‘Revenus Code) to the extent such
premium is subject to the ngara! _Ex_c'}ga ,Ta:g. A S

B. In the event of any retum of preralum becoming due hereunder, the
Reinsurers shall deduct the applicable percentaga from the return premium
payable hereon'and the Reessurad or its agent should take steps 1o recover the
tax from the Unitad States Govermment. S ' oo

ARTICLE XIX - ACCESS O BECORDS [BRMA 1C}

The Reassured shall place at the disposal of the Refnsurers at all
reasonable timas, and tha Reinsurers shall have the right to Inspect through thair

. deslgnated representatives, during the term of this Contract and thereafter, all
buoks, resords and papers of the Reassured In connection with any relnsuranca
heraunder, or the subjest matter hereof.” - © - : e T

‘-
1.




. ABTICLE XX - ARBITRATION

A As a condition precedent to any right of :é(;:ﬁun heraunder, 'ény.
dispute or difference between the’ Reassured and Reinsurer relating -to tha

. Interprataﬁoq*or performance of this Contract, Includipg ita formation or validity,

or any transaction under this Contract, whether arising before or after termination,

- shall be submitted 1o binding arbitration.

) B. Upon written request of any party, each party shall choosa an
arbitrator and the two chosen shall selact a third arbitfator, If either party refuses
or neglects to appoint an arbltrator within 30 days after receipt of the written
‘fequest for arbitration, the requesting party may appoint a sscond arbitrator, I

. :the two arbitrators fail to agres on the selaction of a third arbitrator within 30 days

: of their appointment, each of them shall.name three individuals, of whom the
"~ other shall dacline two, and the' selection of the third arbitrator from those

"+ vemaining named Individuals shall-be made by the Federal Distict Court for the

N
IS

“Eastern District of Pennsylvania, The Arbitrator’s shall be ‘active or retived officers
"7+ andfor lagal council of an Insurance or reinsurance company, ‘Each party shalt !
. submtt its case to the erbitrators within 30 days of tha appolntment of the third = .
-arbiator, . - S P S .

g The parties hereby waive alf Bbfﬂcﬁqn'sﬂtd tﬁa‘m&hud"nf sa.lactlon"‘

" .of the arbitrators, it belng the intention of both sides that all arbitrators be chosen

*++ From those submitted by the partiss.

'i.- .

oo

"D, The arbitratars shall have the power to detarmine all procedural

" yules far the holding of the arbitration including but not limited to Inspection of
- .documants, examination of witnesses and any other matter .relating to the
", .-conduct of the arbiration. The arbitrators shall interpret this Contract as -an
“ honorable. sngagemant and not as rmarely a legal obligation; they-are relleved -of

', . alljudiclal formalitias and may abstain fron following the strict niles of law. The
- - orbitrators may not award punitive or exemplary damages, Each’ party shall bear

.~ . the expense of its own arbitrator and shell share ‘agual with the gther party the -
- .7, expense of the third arbitrator and of the arblation, <. Lt v

4y

E.  Arbitration hereunder shall take placa In Philadalphla', Peﬁnsyl\}-ania, :

o unlass both parties otherwise agres, = Excepf as hereinabave provided, the -
" . athitration shall be In accordance with the rules and procadures established by the
. L_J_qiform_Arbltraﬁorr! Act as enacted iry'Pennsnyania'.‘ o

CLE XX] - INSOLVENCY (BRMA 15C) . .

A in the event of the Insolvency of the Reassured, this relnsurante

. 'shall be payable directly to the Reassured, or to its liquidator, -recelver,
; Gonservaior:or statutory successor on the basls of tha liabllity of the ‘Reassured

-, without dlminution because of'the insoivency of the, Reassured or because the
‘ liquidator, recejver, consarvator o statutory succassor of the Reassured has fallad

. to pay all or a portion of any clalm. It s agread, however, that the liquidator,

recelver, conservator or statutory successor of the Reassured shall glve written

‘notice to the Rainsurers of the pendency of a olaim against the Reassured

Indleating the policy Insured which. claim waould involve & possibia liahility on the

" - -part-of-the Reinsurers within- &' reasonabletine’ after stich clalm Is filed n ‘the

.o
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conservation or liquidation procseding or in the receivership, and that during the
pendency of such clalm, the Relnsurers may investigata such claim and Interposs,
at their own expenss, in the proceeding where such claim Is to be adjudicated,
.any defense or defenses that they may deem avaliable to the Reassured or its
llquidator, receiver, conservator or statutory successor. The expense thus
incurred-by the Reinsurers shal) bs chargeable, subject to the approval of the

* court, against the Reassured-as part of the expansa of tonservation or liguidation

.. ¥ BRTICLE XXl SERVICE OF SUIT (BAMA 498) -
o %; (This Afticle only ‘applies to Reinsurers domicilad outside of the United ‘States -
"7, .and/or unauthorized In any states, territory or distriot of the Unitad States having
* ; Jurisdigtion over thie Reassured.} T : o

-

to the extent of a pro rata share of the .benefit which may accrue to the Reassurad

. solely as a result of the defense undertaken by the Reinsurers. )

: B. Where two or mora Reinsurers are Involvad In the sama claim Bnd a
majority in interést elect to Interpose defense to such clalm, the expense shall ba

.apportionad In accordance with the terms of this Contract as though such

expense had heen incurred by the insolvent Reassurad.

‘A, - 1t Is agreed that In the event of the fallure of the Relrisurbrs hercon

- . .to-pay any amount claimed to he due hareunder, the Reinsurers hereon, at tha.
" request of the Reassurad, shall submit to the jurisdiction of a court of competent -

" Jurisdiction within thé United States, Nothing in this Article constitutes or should” -

-, : -be understood to constitute a walver of the Relnsurers’ rights to commence an

" -action In any court of compstent Jurisdiction W the United States, to remove an

»+ action to a Unitad States District Court,

-gourt as permitted by the laws of the United States or of any.stats In the United

* . ,States, It I8 further-sgread-that service of process in such suit may be mads upon-
" - Mendes and Mount, 750 Seventh Avenus, New York, New York 10015-6829, and
- .ithat In any sult Instituted, the Relnsurars shall abide by the final declston of such

or 1o saek a transfer of & case to another

court er of any Appellate Court In the avent of an appsal.

B. - The above-namad are authorized and directed to accept service of -

. process on behalf of the Relnsurers In any such suft and/or upon the request of
-:the Reassured to give a written undertaking to the Reassured that they shall enter
- @ ganeral appgamnc‘a'upqn't_ha Bginjsglfers' behalf in the evept such a suit shall bs

Instituted, . L we

cC. - Fuﬁher, pursuant to any statute of any state, tenitory or district of

the Unitsd States which makes provision tharefor,.the Reinsurers heregn hereby
- designate the Superintendent, Commissionar -or Director of Insurance or other
.'officer specified for that purpose in the statute, or his successor or succassors in
+ -office, as thelr true_and lawful attorney upon whom may be served any lawful

- process in any action, BuUit or proceeding Instituted by or on ‘behalf of the:

- authorized to mall such pracass or a-true copy thereof, _ -

- .Reassurad or any beneficiary heraunder arising out of this Contract of relnsurance, .

and hereby designates tha above-nemed as the person to whom the safd officerJs . -:_

. .
L
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ARTICLE XX}l - RESERVES

) Al . tfa _jUﬁaEi-icﬁon of the Ul:lila_d- étates shall not permit the Reassurad, in

" the stataments required to be filed with its regulatory suthority(ies), to recelve full

Ccredit as admitted reinsurance for .any Relnsurers shere of obligations, the

. Reassurad shall forward to such-Reinsurer a statement of the Reinsurer’s share of

such obligations. .Upon raceipt of such statement the Relnsurer shall promptly

~-apply for, and provide the Reassured with, a "clean,’ unconditional and-lrevocable

T Latter of Credit, in the-amount specified in the statement submitted, with terms and

bank acceptable to. the reguiatory authoritylizs) having .Jurlsdiction over the
 Réasswed. . . o Lo o L e o

[

i : 'Oh_ligﬂ‘_ﬁdﬁs,‘-;gs usé_d in this Article, ‘shéll mean the sum of losaes

; "".pét.t_! and sllocated loss adjustment expenses paid by the Reassured but not yet
Tecovered from the. Reinsurer, .plus reserves: for reportad losses, alloceted loss
’ ‘ayijl.’ls'nj_xgnt expenses, losses incurred but not reported and premiums unsamed, if

any.

. C. .- ThaRelnsurer hgreli\i agrees that the-Letter of Credit shall provide for

" automaﬁc extension of the Letter of Cradit without amendment for ons year from
. tha date of expiration 6f sald Letter or any future expiration date unless thirty (30)

. .4Hays_prior to.. q;‘iy expiration the. Issuing bank .shall notify the ‘Reassured, by
. reglsterad pajl that the. Issuing bank-elacts not-to consider the Letter of Credit
"~ renewed for any additional perlod.- An’ issulng-bank, not & :"qualified bank® ag

defined by Regulation No. 133 promulgatad by the Insurance Dapartment of -the

- State of New York, shall provide sixty (60) days notice:to the Reassured prior to any

expiration,

ER

"D, .Notwithstanding any other provision of this Contract, the Reassured

) ,_" or any successor by opsration of law of the Reassured including, without imitstion,
.any liquidator, rehabllitator, receiver or conservator of, the ‘Resssured may draw
. upon such credit, without diminution because of the Insolvency of any party hereto,

'.r_fo!.lnwipg_pyrpgsqs only: - -7

I

at any tima and undertakes to use and apply such credit for one_or more of tha

- .1 ." To pay the Reinsurers share or to ralmburse the Reassured for
"...» " the. Relnsurer’s ‘share of sny -obligations, as stipulated In the
" -statement submitted by the Reassured to the Relnsurer, which [s

'+ dustotha Reassured and not otherwise paid by the Reinsurer,

" 2., In-the event the Reassured has recelvad sffective notice of

: .non-renewal of the Lettar of Cradit and the Reinsurer's liability

remains unliquldated and undischarged thirty {30} days prior

. to the explry date of the Latter of Credit, to withdraw the

.+ balance of the Letter of Credit and place such sums In an

"-. Interest bearing frust account to securs the continding

liabilities of the Reinsurer under this Contract untll a renawal

‘Letter of Credit acoeptable to the ragulatory authority(les)

* .. having jurisdiction.over the Réassured, or a substitute in lieu

. thereof accaptable to the regulatory authoritylies) having

* Jurisdiction over the Reassured, has been rageived by the

. Reassured. The Reassured shall provide to the Reinsurer
_‘paymant of any-interest thereon accruing from such account,




R extant that such paymonts ara ectually Yecelved by the Reassured. .. .

12,

3. To maks refund of any sum which Is In excess of the actual
i amount required for Sections 1 and 2 of this paragraph.

- E At snnual intsrvals or more frequenily as determined by the
- Reassured, but naver more frequently than guarterly, the Reassured shall prapare a
specific statement, for the sola purposa of amending the Letter of Cradit, of the
Relnsurer's share of any obligations. If the statement shows that'the Relnsurers
. - - shere of obligations exceeds the balance of credit as of the statement data, the
. - .- Reingurer shall, within thirty (30} days after recelpt of notice of such excess, sacure
- -daflvery to the Reassured of an amendment of the Letter of Cradit increasing the
amount of credit by the amount of such differance. If the statement shows,
_ " " howevar, that the Reinsurer's share of obligations I less than the balance of cradit
. - -as.of the statement date, the Reassured shall, within thirty (30) days sfter. recaipt of
- “written request from tha Refnsarer, release such éxcess credit by agresing to sacure
an amendmant to the Letter of Credit redusing the amount of credit available by the

" amountofsuch excess credit, - - . o0l L ot e o T

F. The bank shall have no responsibllity whatsoaver in ednnaction with

‘ 3 _-the propristy of withdrawsls made by the Reassuted or the disposttion of funds
. . Withdrawn, except to assure that withdrawals are -made only upon the order of

. - "properly sutharized representatives of the Reassurad. The Reassured shall incur no;
- obligation to the bank In acting upon the credit, other.than as appears in the express
" wctermsthereof, . . - B O P
.. -DRICLEXXWV - INTERMEDIARY {(BRMA 238) ./ @ -~ "' - | ST
SR Towers Perin Reinsurance Is hereby recognized as the Intermediary. .
"_ negotiating this Contract for all’ business. hereunder. All communications {including
. but not Hmited to notlees, statemants, premlum, return premium, commissions,
. laxes, losses, loss adjustment expense, salvages and.loss sattiements) relating
* . thereto shall be transmittsd to the Reasstired or the Relnsurars through Towars Perrin’
", Reinsurance, Mallon Bank Center, 1735 Market Street, Phlladelphla, Pennsylvanla, -
-+19103-7601. Payments by the Reassured to the Intermediary shell be deemed to
" .constitute payment to the Reinsurers. Payments by the Reinsurers to the
Intormadiary shall be desmed to conatitute payment to-tha Reassurad only to the -

>

LN

_ Towars Perrin No, G23243.99 T JGM:smi -
R .. Doc#: 113516 0B/28/2000
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Exhibit "A" — Paga 1.
LEGIoN INSURANCE COMPANY
- THE PREFERRED PROGRAM is |
CASUALTY QUOTA SHARE REINSURANCE CONTRACT

©EXHIBIT A: EXCLUSIONS

1. Business clas’siﬁed as:

"4 Undergrotnd Mining; '
. b. . Rallroad Uabllity, including operatlon of any ‘carrier on ralls,

. or Federal Rallroad Act. , .
" Aviation, other than incldental Inddstrial ald,

covering passenger ships;. :

c
. d. . Qcean Marine, Including Protection and fndemnity whon

" -+’ ‘e, 'Kidnap and Ransorm, and Palitical Risk: and

. SEC Llability; and

. g Professlonal Liabllity, when writtan as such,

. Uability of the Reassured aiising, by contract, operation of law, or

- otherwise, from its participation or membarship, whethar voluntary

' - or involuntary, In any Insolvency fund. *Insolvency fund® includes

" any guaranty fund,-Insolvency fund, plan, pool, association, fund or

. - Tother arrangement, howsosver denominated, -established or
- govemad; which provides for any assessment of or payment or

assumption. by the Reassurad of part or all of any ¢lajmi, debt,

. charge, fee or other.obligation of an Insurer, or Ifs successors or
.. ‘assigns, which hag-heen declared by any compstant authorityto be  *
- vingolvent, or which Is otharwise desmad unable to meet any claim, -

- debt, chargs, fae or other abligation imwhole or Inpart. -

H'ainsu,ranne Assumed; except internal pnollng',_and i‘ei}\éumnea

' agresments amohg the various companles named as "Reassursd®,

Loss or llabilit\; a'xcludé.a by the provisions of the 'ﬁucl&ar Incidant

“Excluslon Clause - Liabllity - Refnsufance - U.S.A® and "Nuslear

Incident Exclusion Clause - Uability - Relnsurance: - Canada® '
attached to:and forming part of this Contract. T

Business derivad directly or Indiractly from any Pool, Association or

- Syndicate which malntalns its own reinsurance facilitles. - - o

" War (as-pen:the Reassured's original policies.)

.




.Pollution as ber ISO wordin

v s
Exhib'rt_ "A" — Page 2,

g {CG 00017) except as modiflad by the

Pesticide or Herbicide Application Coverage Endorsament (CG

2649, . -

Manufacture, Storage, Distribution, Installation,
Removal of Asbestos or Ashestos unless unknown to the

Reassured, and when known by the Reassurad, cancallation to be
sffactad within the time permitted by regulating authorities,

Transportation or
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B . Excopt for thopy classss.of puﬂc!a;
-opknmnofpmgnphtuf&hbhm.ltkmﬂuﬂood_gﬁu’rud&utfanlpwd

o 1.

'NUCLEAR INCIDENT EXCLUSION CLAUSE ~ LIABILITY .
" REINSURANCE - U.S.A. (BRMA 35A)

This refatrance doas net cover any Yoss or Rabiity wecrubsg 10, tha Rosssurad a3 B mombar of, or subscribar to, any assoelsBon

of lnsurens or reinsueers formad for the prposw vl covilng rudesr snergy riske or s a dlrect or indlrsct reinmirer of any wich
membey, sobperbar or sssociation. - .

F X - \‘maou:hmvwmuwnnmlopmﬁonofmh]nlmhuma,kkundumdmdmldt}utfonl

&lxpor?io of this rinsurance aif the edpinal polides of the Ryassursd (pew, renswal apd raplscameny) of the classss spacifisd In
Ll

c-fm!spmnnphzfmmdnurnasprciﬁadhmmaﬂflnuismmphzdw%hdnmdbw-ﬂumm
prwiﬂm(npncﬁ»dudw”niud_ﬁm!mbn?mvidmj: . Lo T

Limksd Exchulon Provision®

I:. S rttlsl:npdU\.ng'th.:A?gﬁ_q{d-ounotl?g_!:fwvd_a;_n;?wwga\fw,nf.u:“_,
¢ “with irspect to which en Insured uﬂdﬁabﬂwl-n&amlwdmduawwwhmw&y
RS m_dwwﬁuw&mmmdaﬁmmﬂhmﬂc Energy Liabilty Undervwritery or.

e o Nucler losurancé Assotieton of Conata or wedd b under sy kuch pokcy but for ks

. mha!gn&wnmﬁ-qumofhimiclfﬂﬂrq,

B " Farnlly Automabks Policles Wability only), Speciel Automobiie Pollclis {piivals pessungar sutomahBes,
i [bliity ‘onty), Fosmers Compreimnsivy Pacsonsl Lisbiilty Policlas [fabfity onyl, Parsorml
) 'Lbbl'ry?oﬂdullam}ynnlv)wpo!ehuu!lsinlunm-;udﬂgwmpudmdmnbluﬂmfmm
. related to the four clesses of policiaa_statad abaye, wuch as the Campraheratve Pwalling Polcy end the
©  wpplcehin typas of Homemyners Poickes., . . T, -

* -7 - Teplacamant, bring poticies whith elther _ L
!l! ’ ‘bmuﬁwﬂ#qmﬁnﬂwht&!ﬂ,jmoﬂ T A LT

o RE R W-ﬂmmﬁ.tm‘Mcmbawmmwmmmn
: ' pravided this paragraph 2 wall not b rppliabla tn Femily Airtomosis’ Biflcee, Speciel Automobs
Pnﬂdu,wpoﬂuprmﬂmﬁaamlﬁ:hnu*nhmmhmbywhuundmmmkﬂdm

-+ Lt B0 days follawhng apbrcval of e, Limited Excloaton Provision by the Govemmantat Authority havig
" jurisdicon thaseof., . ’ - T T '

1

spechied In Gt W of parsgraph 2 and Wi s sny wii restiiing the
: ihis refnsurance the originst Yabify
pokclas of ths Rasssurad (new, inews) and replecameni) letM_anumvmgu: . Lot -

Gwiss, Landlords and Tenants Lisbilly, Gortractual Labilty, Elevitor Listilty, Dwners of Contractors

Yability potley lssuad by Nuclssr Enmrgy Liaby Association, Mutuel Atorrke Energy
-ummdmormrmmdwwmmmmﬁ

- .mdw-nyw'nhpolwbutfwrutamh-Wmupqnuhnmﬁondhypnhofkm;w -

2, rm.mwﬁ'mnmchmﬂw:pmwﬁuufmdawmwmdm"wmh () ey
. purweil o arganiaton is.requied to malhlsin Ananciel pridsetion pursuant to the Atomis
-'Fmrwkctnf‘lﬂ?ﬂ.wwhwnmd-torym-ﬁ.urmmuhwh,wwhhpd!qm{
_br.nhwedwwldba,an&ladlai‘idmijyfrunmn\hﬂadsumnfmnum,wwtww

'+ thereof, umdar sy sgrasmint antermd ket by the Unitsd Sutex of Amacics, or any spency

thareal, with sy person or orgeniztion, A
e g el P oo ey ey P oo résing
. - mfhmﬂ!mmﬁmmmm P bfary slloant shaarts o et + Ve

. reuiting from th hazacdous propartien of nuclssr matwtel and sriiig out of
ﬂwomﬂondtnudwﬂ%hylwpmwoma?num T S L

'y s-,-mmmmmmm}nmé'&rﬁloﬁﬁ’b‘MuWhuMmmm.me'
. - ] ot L

et “raiiroed), Frotectve LiabAlty, Manufacturnne and Contrastors LbIRy, Prodyct Listitty, Froféestonsd snd Malpractics |
B M.MMM,MuW,MnMWMMW-WWQ-
G‘"@u’mﬂ . Conet .- Lt ‘..,- R o . .
, -halhdmpdbmwn.mmmnmmdjmm&,ﬁmh&mﬁ-dﬁdlﬂﬁmavm&hmm&ﬁwmm
Mdm{maﬂodnﬂuﬁmd&mﬁﬁmﬁémﬂmh s . T T i
"BM - . Oﬂ' . . * A...- - .-.' ] . -: ..‘ .:' c ...: ’: A
Itis agrusd that tha palley does not apply: S ) .
- Uy sy Ush COVANaQR, U v st asiay s of s
. A T oy JJity --i-nrl-:)-' . . . R .
1. With fwapest to which an lnawred undar the polfey Iy also sn frursd under » nudear moargy
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“Undsr any Uabizfmus,m'\""““'""“"‘"""
: Pty gy 2 popart dvmmrs 1 011 i) From the hatardous propeities of nuclser matere?,

1 the: Auctsar mateiel {1) s ot any buckear Taclty owned by, or operstad by r on behalf of, an
. Tnsured, or (2} has been dlscharged or dispers#d theralrom; .

2 the nisclast malaria] is containest by apant fus or wasts ot any Ume posasssad, handied, used,
. Provzered, slord, nngported o dispassd of by or of bahalf of mn Braures: or
3.. ) th s shleass Hinsny ootk o fhumanifies
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“Farmers’ Liability .

NUCLEAR INCIDENT EXCLUSION CLAUSE - LIABILITY -
", ...l REINSURANCE - CANADA (BRMA 35D)

1. . This Agreament does not cover any loss or liability accruing to tha Resssured 85 8 member
of, or subswribar to, any assoclation of insurers or reinsurers formed for the purpose of covering

nuclear enargy risks or as s direct or Indirect relnsurer of any such member, subscriber or
assoolation. e

2 Without in ény ww rastricting the oparation of paragraph 1 of this clattes, it Is agreed thet
for all purposes of this Agreament all the originet labllity contracts of the Ressaured, whather new,
renewsl or replacemant, of the following elasses, namaly: N L oo

Personal-Llabllity -

Storaks:apam’ljabim:y ‘ .‘ " i - ,,1'}" _'._'. 7'—_._.,.:3‘_ L

"which bacome effectiva on or a¥ar 31t Decembsr 1984, shall be desmed to Includs, from ‘thelr _
. Incaption dates and themafter,tha following prmdslon: e . B

- Uimited Excluslom Provision. -

This Pollay doas not apply to bodlly Jjury or property damage with respact to which tha
Insured I8 also insurad under & contract of nuclear energy liabifity Insuranca iwhethet the
_Insured Is unnamead Tn such contract and whether or not it Is legally enforceshle by the
“Insurnd) ldsued by the Nucfaar Insuranca Assogletion of Canada or any other group or pool
of Insurera or would ba an insured Under. any such poliy, but for It termination upon . .-
‘oxhaustion of fis Imits of tlabfMy. . - - - T e '
. I With respact 1o’ proparty, loss ‘of usa of such proparty shall'be desmed to ba property
L O damages 0ot LR T T e .

. .M. UWithout In any way reatricting the oinemi.nh of’ﬁéragmph 1 of-thls clsusa, It is egraed that

for all purposes of this Agreement all the origna! ability contracts of the Resssured, whather new,

" " - yanewsl or replacement, of any dlass whatsoaver {other thun Personal Liablity, Farmers’ LinbTity,
'+ Btorakeepars' Linbllity or Automoblie Uabllity contracts), whigh bacome affactive on or after 31st
‘December 1684, shall be deamad to Include from thelr Incaption dates and therssfter, the following

B L e St

.
"

.qua'd E:uclualuﬁ,Pmyt§ldn"' e ) '
Il agrasd that thg Polky doss notepply: .
A To llabillty lmposad by or arlaing under the Nuclear Liabiliey Ast; nar

B. "To bodily injury or property damage with respsct to which sn Insured under thie
.. . polley I also Insured under a contract of miclear anargy lisbility Insuranze
. (whether the Insured Is unnamad In such contrect end whether or not It Is lagally
enfarcaabls by tha Insurad) lssued by the Nuclear Insuranca Aszociation of Canada
or any othar Tnsurer or group or pool of Insurers or wauld ba en Insured under BRY

_ such policy but for §s termination upon exhaustion of its Imitof NabRIty; nor
c. To bodily injury or property damage resulting directly or Indlisctly from the nuclusr

snergy hazard erising from:
1. the ownership, n}éihtannnca, oparation or use'of a nuclear facility by or on
© - behalf of en Insured. * : . .

-2, - the furnishing by en Insured of services, matatlals, paris or squipmant in

connigction with the planning, constiuction, malntenance, aperation or uss "

. of any nuclesr facility; snd, -, - .




\ ey oo i e i s e % bbb ¢ b

PR . -Thatem nuclearfm:l!ty’maans-

2 L

- & the possessfon, consumption, use, handling, disposal or transportation of
fisslonable substances, or of othor radioactive matasial [axcapt radioastive
Isotopes, away from a nuclear facliity, which have reached tha final staga
of fabrication 2o 85 to ba'useable for eny sdentific, madical, apdeutural,

P commerdal or Industial purposa) used, distributed, haﬂd]ed or sold by an.
lnsured. o

As usad In thls Polioy:

). _ ‘'Theterm "nuclear energy hazard” meuns the radlosctive, toxic, axplosive or other

hazardous propettias of radloactive material,

Il . The term “adioactive materdal’ mesns ranium, thorium, phatonium, neptuntum, thelr

. ¢ respactiva dertvatives and compounds, radlosative isotopea of other slemeits and anv.o’dia'r
- substances thet tha Atomic Energy Control Bosrd may, by regutation, designate es belng prescribed

substances capable of releasing atomic  energy, ur ag haing raquislta for tha prodtwﬂnn, usa or

e -spplication’of atomlc anergy.

A Anv apparatus dealpned or uud to sustam nuclearﬁaalan In n salf-wpporﬂng .

_ chain reaction of 1o contaln a criical mass of pluturﬂum, thorium md uranlurn or
iy one or mora ofthem;

"B Any equlpmant or davics dasdgrhad or usad for [1) sopamﬂna tha lsotopas of

AR _ plu’tonlwn,thoﬂumandurantumoranyonnormomofﬂwm{anwmalngor

utlizing spantﬂml, or {3} handling, procassing or packngtng mata,

;Y7 € - Anyequipment or device ussd fortha pmcasslng,fnbrlcaﬂng uralcytng af
"t . - plitonium, thorlum or urantum enriched in the Isotope uranium 233 or In the
Jsotope uranium 235, or any ona or mora of them ¥ st any ime the tota! amount of
such materlol In the custody of tha Insured at tha premises whare such equlpment
"or devica is lacated édnsists of or contalng mora than 25 grams of plutonium or
urapium 233 or &y combination Iharaof, or mora than zangran-ns ofursmlum 236;

‘0. Ay stmcura, basin, mmﬁon. prambes oF place prepered nruaad fnnhe
. ntomga or disposal of waste radloauﬁva meterdal; - - .«

' and Includes the site on which any ofﬂwfomqolng is lacatad, togaﬂwvﬁﬂ'l Bl opetaﬁons .o
¢ ;eofiductad therean and all prsmisas used fnrauch opamions. -

A The tarm *fisslonable Bubstnnca magns vy prascrtbud substnnca thatls, or from wh!ch

oarrhe obtained, a aubatanm capahls of releasing stomic eneruy by nuc!earﬂss!m.

VT With raspac't to pro-panv. lasy of usa df such proparty shall ha deemad to ba p;oparty
' ﬂarnlge.

.-."




.- THE PREFERRED PROGRAMS
. CASUALTY QUOTA SHARE REINSURANCE CONTRACT
) - EFFECTIVE JUNE 1, 2000, 12:01 A.M., LOCAL STANDARD TIME
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ATTACHMENTS

EXHIBIT "A" — EXCLUSIONS. LIST , .

NUCLEAR INCIDENT EXCLUSION CLAUSE LJABILITY —~ REINSURANCE - USA
(BRMA 35A)

NUCLEAR INCIDENT EXCLU

SION CLAUSE - LIABILITY - REINSURANGE -
CANADA (BRMA 35D) Mo . :
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| THE PREFERRED PROGRAMS
...CASUAL*I_‘YAQUC}TA SHARE REINSURANCE CONTRACT

EFFECTIVE JUNE 1, 2000? 12:_.0‘1,‘A;M., LOCAL STANDARD TIME
issued to '

" LEGION INSURANCE COMPANY
- PHILADELPHIA, PENNSYLVANIA
- LEGION INDEMNITY COMPANY
_ CHICAGQ, ILLINOIS
VILLANOVA INSURANGE COMPANY
PHILADELPHIA, PENNSYLVANIA
MUTUAL INDEMNITY LTD,
“HAMILTON, BERMUDA -

and all other companies which are now or hareafter
- become part of tha MUTUAL RISK MANAGEMENT, LTD. GROUP

ARTICLE | - BUSINESS COVERED *

A.  Business produced and uﬁdenbriﬁén:by Philip J. Harvey & Company,
Inc. for the Reassured classifiad as Workers Compensation and Employers Liability

and consisting of policies for the Reassured's;

* Preferred Club Program .
Praferred Hospitality Program
Prefarred Non-profit Program -

" Preferred Technology-Pragram

B. “Contract Year” shall mean eacb tweive {12) month, period

commancing at Juna 1, 2000,

C. The term “policles”, whenever used herein, shall mean all binders,

policies, contracts, and certificates of Insurancs,

ARTICLE | - COMMENCEMENT AND TERMINATION '~

Al This Contract shall incept at 12:01 a.m., Local Standard Time, June
1, 2000, at the location of the risk, and shall apply to Josses arising out of loss

occurrences commencing on or after that date on new and renewal

attaching 1o the named Preferred Programs attaching on or after that date. This
Contract and shell remain in' force for an indefinite perlod, but either party shall
have the right to cancel at any quarter by giving at least seventy-five (75) days
prior written Rotice by certified or registered mall. The second *Contract Year'
shall be from the effactive date of this Contract through May 31, 2001 and sach

separate.12 month periad shall be a saparate Contract Year,
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B. In the event either party cancels in accordance with the paragraph
above, the Reinsurers shall participate in ali busingss ceded within the terms of this

Contract written or renewad by the Reassurad after receipt of notice of cancallation
but prior to termination. - - :

-C.

In the event of the termination of this Contract, at the Reassured’s
opiion:

1) The Reinsurers shall remain liable for all policies in force at
termination of this Contract; however, the liability of the
Reinsurers shall cease with respect to losses oGeurring
subsequent to the first anniversary, natural expiration or

cancellation of sach policy under-esch program caded,
. whichaver first occurs; or '

2)  The Reinsurers shall be relieved of all liability hereunder for
losses occurring subsequent to termination of this Contract.

D. The Reinsurérs shall refund 1o the Reassured the uneamned
reinsurance premium applicable to the unexpired lability {calculated on a pro rata
basis), less the commission allowed by the Reinsurers if option 2 above s elected,
The Reinsurers shall continue to be liable for their proportionate share of the
outstanding losses (reported or unrsported} on policies ceded hereunder with a
date of loss prior to the conclusion of the run-off or termination, as tha case may be,

E. Notwiﬂnstﬂndih'g' ﬁhy other provision of this ('Zommc’t, in the event
that any policy is required by statute or dapartmental regufation or order to be
continued in force, the Rainsurars will continue to remain liable with respact to sach

such policy until the, Reassured may lagally cancel, non-renew or otherwise
eliminate liabllity under such policy or policies, .

ARTICLE i - EXCLUSIONS -
' Exclusions attached in Exhlbit “A”.

 ARTICLE IV - AFFILIATED COMPANIES (BRMA 28]
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Whenavet: the word “Reassured” Is used in this Contract, same shall

be held to include any or all of the affiliated companies, which are or may
hereafter be under common control, T ‘

-ARTICLEV - FOLLOW THE FORTUNES

The Reinsurers' liability shall attach simultaneously with that of the
Reassured and shalf ba subject in all respects to the sema risks, terms, conditions,
interpretations, waivers and to the same modifications, alterations and
cancellations as the raspective insurancas {or reinsurances) of the Reassured, the
true Intent of this Contract being that the Reinsurers shall, in every casa to which
this Contract applies, follow the fortunes of the Reassured, - oW




. the Reassured's policies,

ARTICLE V| - TERRITOHY (BHMA 51Al

The terrttorial Hrnits of th:s Contract shall ba ldantlcal with those of

ARTICLE Vi - OUUTA SHARE F‘ARTICiPATION

h A Tha Heassurad shall cede and the Reinsurers shall accept a 90.0%
Quota Shara Partlcrpatmn of the Reassured's - Liability for Net Losses per loss

: _occurrence, per program up to. the Subject Per Loss Occurrence Limit as respects

. ‘each.program_and up to the Progmm-spacrﬁc Relnsiirance Loss Ratio Cap far all
' A'Programs covered ‘hereunder as pro

vided in the table helow in excess of the

T Reassured's 20,0% Net Hetent!on hn Arucle Xll) as deﬁned baluw' ‘

Tnwers Perrin
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S P antract : .Addttlonal" Program- | Subject Per
| Program Year Premium Spacific Loss
~Premium | Trigger - | Relnsurance | Occurrencs
Cap . .~ "7 : | LossRatio | Limit
Expressed o Cap ~ |
as100%of { =
Criginal
. Premium )
" | Preferred | $16,500,000.] 4 am ace -1 - —
Hospitality ! 139.4% 153.8% $250,D{'}0
.| Preferred. . | $12,000,000 |...-. Not o ;
“ I'NonProfit | . .. . App“cab,e . 137.7% | $250,000
Preferred $6,000,000 A A
Technology o 1248% | 130.8% | $280,000

“B. The dollar amuunt of the 'Program-spscrﬁc Reinsurance Loss Ratio

-Cap” shall be equal to the reinsurance premium ss. respects each-program times

the percantages listed in the abave table for such program, and that amount shall
be the maximum liability that the Reinsurer shall pay for Net Losses per Contract

~ Year for each program. However, in no event shall the Reinsurer pay more than

an "Aggragata Loss Ratio Cap" equal 10.140.0% . of the Contract Year Premium
caded as respects ali covered programs in any one Contract Yaar

C. Original premium is capped as respacts each Specrﬁc Program

individuglly in accordance with the table above under the Quota Share Participation
“Article. " Such caps may ba amended by the Reinsurer in wrmng upon the . .
‘Resssured providmg documented jate level change informaﬂon m a format

satigfactory o the Heinsurer

D. ’Subject Par Loss Occurrence Limit® shall. be tha maximum loss
occunence amount per program that is Subject"to this Contract.

-
-




ARTICLE VIli - PREMIUM AND PROFIT COMMISSION

A. The premium 1o the Reinsﬁrer shall be 36:8% of the Reassured's
gross collected premiums for the coverad business. )

B. As raspects the business written in the Preferred Hospitality and the
Preferred Technology Programs only, sightean months after the inception of this
Contract, the Reassured shall ‘pay a :

-Subject developed incuired losses in excess of the Relnsurers’ additional pramium
trigger as providad above under ths Quota Share Participation Articte subjectto a
maximum of 75% of the difference between the ‘Program Spacific Relnsurance
Loss Ratio Cap and the Additional Premium Trigger on edch respactive program.
At each 12 month period thereafter, a raview of developed incurred losses will be

performed and afiy, additional or return premiums, subject to the maximum, will
be paid. . N a

"C. The Reinsurer shall pay the Reassured o profit commission, equal fo
40.0% of the net profit, if any, accruing to the Reinsurer from business attaching

to each Contract Year, the first Contract Year being Jurie 1, 2000 through May 31,
2001. ' e :

D. ~ The Reinsurers net profit for each Contract Year shall be calculated
in sccordance with the following formula, it being understood that a positive
balance equals net profit and a-negatlve balance equals nat loss:

1. Contract Year Premiums sarned hereunder; less
2, . " Cumulative ceded lossas incurred hereunder for the Contract

Year. T

E. The Reassured shall.calculats the Profit Commission, if any, for the
- first Contract Year on the first business day of June, 2002 and calculate and report
annually thereafter the Profit Commission for the. Contract Yeer, if any, until all

losses subject hereto have bean finally settied. L
. F. ‘As respects subsequent Contract Years, except the final Contract
Year, the Reassured shall calculate the net profit, i any, two ‘years after the end of

aach Contract Year,-and annually thereafter until all lossas subjact hereto have
‘bean finally sattied, o

G. - Each such calculation for each Contract Year shall ib_s based on
cumulative transactions hereunder from the beginning of the Contract Year
thyough tha'date of calculation. As respécts the initial calculation for the Contract

Year as defined above, any profit commission shown to be due the Reassured -

shall be paid by the Reinsurer four (4} years after the end of each Contract Year,
that is, twenty-four months after the first caleulation. As respects each
recalculation, in the event the Reinsurers previously paid a Profit Commission to
-the Reassured for the Contract Yeas, any additional profit commission shown to
be due the Reassured shall be paid by the Reinsurer within fifteen {16) days after
such recalculation. Any return profit commission shown to be due the Reinsurer
shall be paid by the Reassured within fifteen {16) days efter recsipt of the

Tbwers Eervrin Reinsurer's advices to that effect,
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n additional premium equal to 75.0% of
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H. “Premiums earned” as used herain shall mean nef written premiums
for policies with effsctive or renewal dates during the Contract Year, less the

unearned portion thereof as of the effective date of calculation, it being

understood and agresd thet all premiums for policies with effective or renewal
dates during a Contract Year shall be credited to that Contract Year, unless this
Contract is terminated on a “ciit-off’ basis, In which event.the unearned’
reinsurance as of the effective date of termination shall be .returned by the
Reinsurers to the Reassurad, :

=L © ‘*Losses incurred* as usad herein shall mean ceded losses paid as of
the effectlve date of calculation, plus the ceded reserves for lossss outstanding,

- including any amounts for losses incurred but not reported, as of the same date,
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all as respects losses ocourring under orlginal policies ceded during the Contract.
Year under consideration. et e ] [

ARTICLE IX - EXPERIENCE ACCOUNT

A, The Reassured. shall rriéiﬁté‘in, for the benefit of the Reinsurer, a

" notlonal Experisnce ‘Accdunt subject to the terms hereln, The Reassured and the

Relnsurers agree that loss set_tiements herein Vsha_,l! _ba_paid first from the
Experience Account unti! depletad; theraafter loss settlements shall be collectad
monthly, in accordance. with the reports and’ remittanices provisions of the'

Contract, directly fram the Relnsurar,

B. The Experience Account shall. be maintaingd for tha business
coverad under this Cpnﬁjact and shall be defined as: L

1.+ 90.0% of the cumulative Reinsurance Premium developed
: hereunder (being 100.0% of the Reinsurance Premium
developed. less 10.0% of the Relnsurance Premium
developad as an allowance for the Reinsurers' axpenses
~('Reinsurer's Margin!) which shalt be paid direstly to the

‘Reinsurer), less”

2. " 100.0% of cpfni}_ilvd.tiya Net Loss Eéy;;'r'rents for-covered losses
- 7 subjgct “hereto,-énd any applicable Profit Commission
- payments for any Contract Year covered heraunder; plus

‘3. The cumulative Investment lﬂﬂ-f..'),_l'l'ljﬁ creg'jité;éj: to the notional
~~ Experiencs Account. o : .

The sum of 1. and 3. above for each contract year shall be defined

as the "Contract Year Premium®

C. 80.0% of the Monthly Reinsurance Premium shall be contributed to
the Experience Account on the dates such amounts are notionally due, in
accordance with the reports and remittances. provisions of the Contract. . The
Monthly Reinsurers Margin shall be transferred to the Reinsurer in accordances
with the reports and remittances provisions of the Contract.
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D. Net Loss payments dua from the Reinsurer shall be charged against
the notional Experienge Account on the date such monies are due.

E.” The Experience Account Interest Credit shall be computed snnualiy
for the Experience Account, and shall be aqual to the notional average daily
balance of the Experience Account during the calendar year (or portion thereof)

multiplied by the Interest Credit Rate {or pro rata portion thereof) applicable,
credited annually in arrears. : s

F. The Interest Credit Rate applicable to the Experience Account for
each Contract Year for the business covered under this Contract shall be equal to
the weightad average of the three-year U.S. Treasury Note yield: published in tha
Wall Street Journal. The weighted average rate shall be defined as 50% of the
three-year U.S. Treasury Note yield as published in tha Wall Street Journal on the
first business day of December each year plus 50% of the three-year U.S.
Treasury Note vield as published in the Wall Straet Journal on the first business
day of June each year. : . o : -

G.  Should any one of the following evenits ocecur, the Reinsurer may, at
its own discretion, demand immediate transfer of cash and cash equivelent assets
equal to the notional Experience Account to either the Reinsurar or a Trust Fund,.
with a bank acceptabls to both parties, within 30 deys after such demand:

"The Reasstifed's A.M, B‘eﬁi'ratfiig falls below A-
= The Reassured's surplus falls balow $50,0060,000
. The Raassur_ed ceases writing new or renewal businaess

In the event the assets are transferrsd to.a Trust Fund, the
Reassured shall maintain the Trust Fund balance ‘to be equal to the notional
Experience Account as defined herein including the requisite interest credit and
shall be responsible for any and all Trust Fund fess, ° ‘ '

In tha avent the assets are transferred to the Relnsurer, the Interest
Cradit Rate shall be calculated in accordance with Paragraph F, above.

H. In the event the Reassured has not elected to commute covered
claims for any Contract Year covered by this Contract, after 0 months from the
end of a Contract Year, the Reinsurer may demand release of the Experisnce
Account- balance relating to that Contract Year. Subsequent to the Reassursd
releasing the Experience Account to the Reinsurer, the Reassured shall submit
thereafter to the Reinsurer its request for loss settisments on a monthly basis in
accordance with the reports and remittancas provisions of the Contract. The

Reinsurer shall reimburse the Reassurad its share of such funds within 15 days of
recelpt of the Reassured's proof of logs. -




ARTICLE X - UNDERWRITING GUIDELINES AND SPECIAL TERMINATION

A, The Resssured has established for the purpose of the business
stbject o this agreement underwriting guidelines, a copy of which is on file with
the Reinsurer. It 5 a condition precedent to the Reinsurer's fiebility hereunder that
the Reassured shall not introduce at any time after the Reassured enters into this
agreement any change in these established underwriting guidslines which may
increase or extend the Fability or exposure of the Reinsurer hereunder in respact of

. the classes of business to which this agreément applies without the prior written

-approval of the Reinsurer. The Reassured must submiit to the Reinsurar, for special

. -acceptance hereunder, any policy or policias which are not fully in compliance with
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these guidelines. If the Reassured issuss any policy not in compliance with these
guidelines that has not been specially accepted by the Reinsurer, the Reinsurer has
ihe right to: T T T T e .

i) terminate this agrsement immediately 8s respects haw
business from the date such non-compliance policy or
policies attach, however, the Reinsurér agress to allow the
Reassured to cede palicies that are in compliance with the

" underwriting guidelines and for which quotes were
“outstending as of the date such non-compliance policy or
policies attach; ' I :

ii) terminate this agresment within 75 days as respects rengwal

business from the date such non-compliance’ policy or

~policies attach, howevar, the Reinsurer agrass to allow the

-+~ Reassured to cede policies that are In compliance with. the

" . undsrwriting guidelines and “for which ‘quotes wera

“outstanding as of the .date such non-compliance policy or
policies attach, - -~ - B ’

. B, Either the Reassured or the Reinsurers may terminate this Contract
upan the happaning of any one of the followirg circumstances at any time by the
giving of 75 days notice in writing to the other; e T T

1. . A State Insurance Depariment or other legsl authority orders

the other party to cease writing business, or

2, Discovery by either party of fraudulerit acts, including Venture
Programs, Inc. as underwriting manager for the Reassured.

3 Crimina! acts or prosecution for criminal activities by'VentLire.
Programs, Inc. as ur'\dawvritir_lg manager for the Reassured,

4. . Violation of fiduclary responsibility for the remittance of
premiums due from Venture Programs, Inc. as undaerwriting
. mapager for the Reassured. '

C. In the event of such terminéﬁon, the liability of tha Reinsurers shall be
terminatad in accordance with the termination provisions of this Contract,




* D. Notwithstanding any other provision of this Contract, in the svent
that any policy is required by statute ‘or 'departments! regulation or order to be
continued in force, the Reinsurers will continue to remain liable with respect to each
such policy until the Reassured may legally cancel, non-renew or otherwise
eliminate liability under such policy:or policies.

ARTICLE X! - REPORTS AND REMITTANCES.

Within sixty {60) days after the close of each month, the Reassurad
shall furnish the Reinsurers with a report summarizing gross premium ceded, less
losses paid, loss adJustment expense paid, moniss racovered and net balance dus
sither party on each program ceded. In addition, the Reassured shall furnish the
Reinsurers an annual statemant showing the total reserves for outstanding losses
including loss adjustiment expeiise and such other Information as may be required
by the Reinsurers for completion. of their NAIC annual statements, Amounts due
the Reinsurers shall be remittad with the report. |

ARTICLE XI{ - NET RETENTION.

For this Contract Year and each successive Contract Year, the
Reassured shall retain an amount of all Net Loss-equal to 20.0% of the Curmulative

-Original Gross Written Premium net for its own account,

ARTICLE XJI - NET LOSS

) Al Loss and Loss Adjusiment Exp'ensas plus any Lass i'n Excess of
Policy Limits/ Extra Contractual Obligations, after deducting all recoveries, all
salvage and all amounts due from any other Reinsurers (whether collected or not),

~ Loss adjustment expenses shalt include but not be limited to: a) expensss sustained

in cannection with setfement and litigation of claims and suits, safisfaction of

" judgments, resistance to or negotiations concerning a loss, b) legal ‘expenses and
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costs incufred in connection with coverage questions regarding specific claims and
legal actions, including declaratory judgment -actions, connected thereto, ¢) all
interest on judgments other.than prejudgment intarast when added to & judgment,
and d} expenses sustained to obtain recovsries, salvagss or ather raimbursaments,
or to secure the reverse or reduction of a verdict or judgment. All loss seitlements
made by the Reassured, within the terms and conditions of this Contract, shall be
unconditionally binding upon the Relnsurers, and the Reinsurars sgree to pay or

allow, as the case may be, their share of sach such sstilement in accordance with
this Contract. . ;

ARTICLE XIV - GCOMMUTATION

A. The Reassured can, at its sole discretion, elect to commute this
Contract at any calandar quarter enging on or after July 1, 2001, subjact to 80

days advance written notice, and provided the notional Experience Account
balance is positive.
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B. Upon commutation, the liabllity for all outstanding loss recoveries
due herein shall revert to the Reassured in exchange for the Reinsufer raleasing
100.0% ‘of the positive noticnal Experiénce Account to the Reassured (unless
assets equivalent 1o the Experience Agcount have been transferred directly to the
Reinsurer or a Trust Fund; in which case, the assets shall be feturned to the
Reassured by the Reinsurer or from the Trust Fund).

‘C.- - Releass of the Experience A@_b'quﬁt' {or payment. of the assets
equivalent to the Experience Accaunt) shall constitute a full and final settlement of
the terms of this Contract, and the Reinsurer shall be released from all current and

: futurg_ liahility herein.

ARTICLE XV - OFFSET [BRMA 36C)

The Resssured and the Reinsurers shall have tha right to offset any
balance or amounts due from- one_party to the other. under the terms of this
Lontract. Tha party asserting the right of offset may exerclsa such right any time
whether the balances dus are on account of premilims or losses or otherwise.

 ARTICLE XV] - ERRORS AND OMISSIONS

Towers Perrin
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Inadvertent deiays, errors’ or ¢mj55ions made: in connection” with

this Contract shall not relieve either party.from any lability which would have

attached had such dslay, error or omission not oceurred, provided always that

such defay, arror or omission shall be rectified-as soon as possible-aftér discovery
by the Reassured's Home Office. S

- ARTICLEXVH-CURRENCY(BRMAT2A} -~ *.

A. ~Whenever the word “Doliats” ot the “4” sign appears in this
Contract, they shall ba construed to' mean United States Dollars and all

transactions under this Contract shall be in United States Dollars,

B.‘ Amounts paid or récb!vedh by ths"i‘!_a'assured in lan'\} other currency

-such transaction.is entered on the books of the Reassured.

RTICLE XVIil - TAXES {(BRMAB0A] -~

 shall be convarted to United States Dollars at the rate of exchange at the date

in consideration of the terms under which this Contract is issued,
the Reassured undertakes not to claim any deduction of the premium hareon
when making Canadian Tex retums or when making tax returns, other than
Income ar Profits Tax returns, to sny Siate or Teritory of the United States of
Amaerics or.to the District of Columbia. . ' -t




10.
ARTICLE XIX - FEDERAL EXCISE TAX {BRMA 17A)

_(Applicable to tho__ée Reinsurers, excepﬁng Undarwriters at Lioyd's London and

other Reinsurers exempt from Federal Excise Tax, who are domiciled outside the
United States of America.) ‘ . . } hy

A. The Relnsurers have agreed to aliow for the purpose of paying the
Federal Excise Tax the.applicable parcentage of the premium payabla hereon (as

imposed under Section 4371 of the Internal Revenus Coda) to the extent such
premium is subject to the Federal Exciss Tax. ’

~ B, In the event of any return of premium becoming due hersunder, the

Reinsurers shall deduct the applicable percentage. from the return premium
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payable hereon and the Reassured or its agent should take steps to racover the
tax from tha United States Government.

ARTICLE XX - ACCESS TO RECORDS (BRMA 1C)

~ The Reassured shall place. at tha disposal of the Reinsurars at all
reasonable times, and the Reinsurers shall have the right to inspect through thair
designated representatives, during the term of this Contract and thereafter, all
baoks, records and papers of the Reassured in connection with any reinsurance

hareunder, or the s_u,b]act matter hereof. .. .
ARTICLE XXI - ARBITRATION

A.  As a condition pracedent to any right of action hereunder, any
dispute or difference betweon the Reassurad and Reinsurer.-relating to the
interpretation or performance ‘of this Contract, including its formation or validity,
or any transaction under this Contract, whether arising before or after termination,
shall be submitted to binding arbitration. - ’

B. Upon wiitten request of any party, each party shall choose an
arbitrator and the two chosen shall select a third arbitrator. If sither party refuses
or neglects to appoint an arbitrator within 30 days after receipt of the written
raguest for arbitration, the raquesting party may appoint a sacond arbitrator. If
the two arbitrators fail to agree on the selection of a third arbltrator within 30-days -
of their appointment, each of them shall. name three individuals, of whom the .
othef shall decline two, and the selection of the third arbitrator from those
remaining named individuals shall be made by the Federal District Court for the
Eastern District of Pennsylvania. The Arbitrator's shall be active or retired officers
and/or lagal .council of an insurance or reinsurance company. Each party shall

submit its case to the arbitrators within 30 days of the appointment of the third
arbitrator. :

C..  Tha parties hersby waive all objections to the method of selection
of the arbitrators, it being the intention of both sides that all arbitrators be chosen
from those submitted by the parties,




Towszsym be understood to con
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D. The arbitrators shall have the power to determine all procedural
fules for the holding of the arbitration including but not limited to inspection of
documents, examination of wilnesses .and any other matter relating to the

- conduct of the arbitration. The arbitrators shall interprat this Contract as an

honorable engagement and not as merely. a lagal obligation; they: are relieved of
all judicial formalities and ‘may abstain from following tha strict rules of law. The
arbitrators may not award punitive or exemplary damages. Each party shall Eear

the expensa of its own arbitrator and shall share aqual with the other party the
expense of the third arbitrator and of the arbltration

E. Arbltratlon hereunder shall take place in Philadalphia, Pennsylvania,
unless both perties otherwise agres. Except as hereinabove provided, the
arbitration shall be in accordance with the rules and pracedures estabhshed by the
Umform Arbitration Act as enacted in Pennsylvama

 ARTICLE XXI - mgowmcv(snmwc:}

A. In the event of the msolvancy of the Heassured this remsurance
shall be payable diractly to the Reassured, or to its liquidatdr, receiver,

conservator or statutory successor on the'basis of the liability of the Reassured
- without diminution because of the insolvency of the Reassuréd or bacause the

liquidator, receiver, conservator or statutory succassor of the Haassured has failed
to pay all or a portion-of any claim. It is agreed, however, that the Tiguidator,
recaiver, conservator or statutory successor of the Reassured shall .give writtan
notice to the Reinsurars of the pendency-of a claim against the Reassured
indicating the policy insured which claim would Involve a possibla liability on the
part of the Reinsusers within. a reasonabls time after such claim Is filed in the
conservation .or liquidation. proceeding of in the recewerahlp, and that during the
pendency of such c!mm, the Reinsurars may investigats such claim and intarpose,
at their own expense, in the proceeding. where such’ c!alm is to ba adjudlcated
any defense or defenses that they may deem available fo tha' Reassurad or its
liguidator, raceiver, conservator oi- statutory successor. The expense thus
incurred by the-Reinsurers shall be chargeable, subject to the approval of the
court, against the Reassured as part of the expensa of conservation or liquidation
to the extent of a pro rata share of the benefit which may acerue to tha Reassyrad
solely as a result of the defense undeﬂﬂken by the Relnsurers

B. - Whare two of more Ramsurers ara involved in the same claim and a
majority in interest elact to interpose defensé to such claim, the expense shall be
apportioried in accordance with the térms of this Contract as though such
expense had been Incurred by the insolvent Reassured,

ARTICLE XXII - SERVICE OF SUIT ]BRMA 49A}

{This Article on!y apphes to Reinsurers domiclled outside of the United States

-andfor unauthorized in any states; terntory or distnct of the United States havmg

junsdictlon over the Reassured.)

A, It is agreed that in the event of the failure of the Remsurars hereon
to pay any amount claimed to be due hereunder, the Reinsurers heraon, at the
reguest of tha Reassured, shall submit to the jurisdiction of a couit of competent
jurisdiction within the United States. Nothing in this Article constitutes or should

stitute a waiver of the Reinsurers’ rights to commence an -
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action in any eourt of competent jurisdiction in the United Statss, to remove an
action to a United States District Court, or 1o seek a transfer of a case to another
court as permitted by the laws of the United States or of any state in the Unitad
States. Itis further agreed that service of pracess in such suit may be made upon
Mendes and Mount, 750 Seventh Avenue, New York, New York 10019-6829, and
that in any suit instituted, the Reinsurers shall abide by tha final dacision of such
court or of any Appellate Court In the event of an appeal. '

B. The'above-_named are authorized and directed to aceept service of
process on behalf of the Reinsurers in any such suit andfor upon the request of
the Reassured to give a written undarteking to the Reassured that they shall enter

a general appearance upon the Reinsurers’ behalf in the event such a suit shall be
instituted, oo s _

C. Further, pursuent to any statute of any state, territory or district of
the United States which makes. provision therafor, the Reinsurers hereon hereby
designate the Superintendent, Commissioner or Diractor of Insurance ‘or ather
officer specified for that purpose in the statute, or his suceessor or successors in
office, as thair true and lawful attarney upon whom may be served any lawful
process in any action, suit or proceeding instituted by or on bshalf of the
Reassured or any beneficiary hereunder arising oyt of this Contract of reinsurance,
and hereby designates the above-named as the person‘to whom the sald officer is

suthorized to mall such pracess or a true copy thereof.
ARTICLE XXIV - RESERVES |

A, If a jurisdiction of the-United Statas shall not permit the Reassured, in
the statements required to be filed with its regulatory authoritylies), to receive full
credit as admitted reinsurance for any Reinsurer's share of obligations, the
Reassured shall forward to such Reinsurer a statement of the Reinsurer's share of
such obligations, Upon receipt of such statement the Reinsurer shall promptly -
apply for, and provide the Rnassured with, a "clean,” unconditional and frmrevocable
Lettar of Credit, in the amount specifiad In the statement submittad, with terms and

bank acteptabla to the regulatory authority(ies} havieg - judsdiction over the
Reassured. . o - : _ .

B: ' “Obligations,” as used in this Article, shall mean the sum of losses
paid and allocated loss adjustment expenses paid by the Reassured but not yet
recovered from the Rsinsurer, plus reserves for reported {osses, allocated loss

adjustment expsnses, losses incurrad but not reparted and premiums uneamed, if
any. ' o

C. The Reinsurer hereby agrees that the Letter of Credit shall pravide for
automatic extension of the Letter of Credit without amendment for one year from
the date of expiration of said Letter or any future explration date unless thirty (30)
days prior to any expiration the issuing bank shall notify the Reassured bry
registered mail that the issuing bank alects not to consider the Letter of Credit
renawed for any additional period. An fssuing bank, not a "qualifisd bani® as
defined by Regulation No. 133 promulgated by the Insurance Department of the

Stata of New York, shall provide sixty (60) days notice to'the Resssured prior to any
expiration, _ : ST
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D. Notwithstanding any other provision of this Contract, the Reassured
or any successor by operation of law of the Reassured including, without limitation,
any liquidator, rehabilitator, receiver or consarvator of the Reassured may draw
upon such cradif, without diminution becausa of the insolvency of any. party hereto,
at any. time and undertakes to use and apply such credit for one or more of the

following purposes only:. *- -

i.- To pay the Reinsurer’s share or to reimburse the Resssured for

' the Reinsurer's share of any obligations, as stiptilated in the
staternent submitted by the Reassured to the Relnsurer, which is
due to the Reassured and not otherwise paid by the Reinsurer,

2.+ In the event the Reassured has received sffective notice of
- - -non-renewal of the Létter of Cradit and the Reinsurer’s liability
- remains unliquidated and undischarged thirty {30) days prior
~.-to the expiry-date of the Letter of Credit, to withdraw the
~ balance of the Letter of Credit and place such sums In an
interest ‘bedfing trust account 1o sgeuts the continuing
liabilities of the Reinsurer under this Contract until a renawal
Letter of Credit acceptabla ‘to" the regulatory _authority(ies)
having jurlsdiction over the Reassured, or a substitute in fieu
theraof agcaptable to the regulatory authority{les} having
jurisdiction over the Reassured, has been received by the
Reassured. The -Reassured shall provide to the Reinsurer
payment of any interest thareon aceruing from such account,

3. To make refund of any sum which is in excess of the actual
amount raquired for Sactions 1 and 2 of this paragraph.

E. At annual intérvals or more frequently as determined by the
Reassurad, but nevar more fraquently than quarterly, the Reassured shall prepare a
specific statament, for the sole purposs of amending the Lettar of Credit, of the
Reinsurer's share of any obligations. If the statement shows that the Reinsurers
share of obligations exceeds the balance of credit as of the statement date, the
Reinsurer shall, within thirty (30) days after receipt of notice of such 8XCass, secure
delivery to the Reassured of an amendment of the Letter of Credit increasing tha

- amount of credit by the amount of such difference. If the statemant shows, -

howevar, that tha Reinsurar's share of obligations is less than the balance of credit

- as of the statement date, the Reassured shall, within thirty {30) days after receipt of

Tinvers Perrin
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written request from the Relnsurer, release such excess credit by agresing to secure

an amendment to the Letter of Credit reducing the amaunt of cradit available by the
amount of such axcess credit, C




4.

F. Ths bank shall have no responsibility whatsosver in connection with
the propriety of withdrawals made by the Reassured or the disposition of funds
withdrawn, except to assure-that withdrawels are made only upon the order of
properly authorized representatives of the Reassured. The Reassured shall incur no

obligation to the bank in acung upon the credit, other than as appears In the express
~ terms thereof, A

AHTICLEXJ(V 1NTERMED|ARY BRM& A}

Towers Perrin Remsurance is hareby recognized as the Intermadiary
negotiating this Contract for all business hereunder. All communications {including
but not limited to notices, statements,. premium, retumn premium, :commisslons,

jmxas, tosses, loss adjustiment expense, salvages and loss settlements) relating
. thereto shall be ransmitted to the Reassured or the Reinsurers through Towars Perrin
* Reinsurance, Mellon. Bank Center,. 1735 Market Street, ‘Philadelphia, Pennsylvania,
19:103-7501. Payments by the Reassured to the Intermediary shall be deemed to
constitute payment to the Reinsurers, Payments by the Reinsurers-to the
Intermediary shall be dsemed to constitute payment to the Reassured only to the
. extent: :that such payments are actually received by the Reassured,

Towars Perrin No. G23248,00 JGM:cam -
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Exhibit "A” -~ Page 1.

LEGION INSURANCE COVIPANY

- “THE PREFERRED PROGRAMS

CASUALTY QUOTA SHARE REINSURANCE CONTRACT

s EFI_:_E'_(_:TN_,FWNE 2000

EXHIBIT A: EXCLUSIONS

Business classified as:

a Undsrground Mining; ' o

b. Railroad Liability, including operation of any carrier on-rails,
- or Federal Raliroad Act. - _

c. Aviation, other than incidental industrial aid. .

d. Ogean. Marine, including Protaction and Indemnity when

covering passenger ships; -
8. Kidnap and Rensom, and Polifical Risk; and
f. SEC Liability; and

N Professionaf Liability, when writien as such,.

Liability of the Reassured Va_‘risirig,‘ by contract, operation of law, or
otherwise, from its patticipetion or membership, whether voluntary
or involuntary, in any Insolvency fund. *Insoivency fund® includas
‘any. guaranty fund, insolvency fund, plan, pool, assoclation, fund or
other arrangement, . hawsoever denaminated, established or
governed; which provides for any assessment of or payment or
assumption by the Reassured of part or all of any.claim, debt,

~ charge, fee or other obligation of an insurer, or its sUCCessors or

assigns, which has bsen daclared by any competant authority to be
insalvent, or which is otherwiss deemed unable to meet any claim,
debt, charge, fee or other obligation in whale or in part.

Reinsurance Assumed, except Internal pooling and reinsurance
agresments among the various companies named as *Reassured®.

Loss or liability excluded by the provisions of the *Nuclear incident

- Exclusion Clause - Liability - Reinsurance - US.A" and “Nuclear

Incident Exclusion Clause - Liabliity - Reinsurance - Canada*
attached to and forming part of this Contract.

Business derived directly or indirectly from any Pool, Assaciation or
Syndicate which maintains its own reinsurance facliities.

War (as per the Reassured's original policies.}
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Exhibit “A" - Page 2.

Pollution as per ISO wording {CG 0001) except as modified by the

Pesticide or Herbicide Application Coverage Endorsement (CG
2264), C . )

»

Manufacture, Storage, Distribution, Instalfation, Transportation or
Removal of Asbestos -or Ashestos upless unknown to the
Reassured, and when known by the Reassured, cancellation to be
effacted within the time permitted by regulating authorities.




Towers Bervin
Retnsuramce

NUCLEAR INCIDENT EXCLUSION CLAUSE — LIABILITY —
REINSURANCE ~ U.S.A. (BRMA 35A)

L. - Thisrelnsurance doex not cover 20y loas or liabllity eceruing ta tha Reessured as mambar of, or subsiribar 1o, By
assacistion of insurers or reinsursrs formad for the

purpote of covering nisclasr anargy risks or 25 o diract or indirsct relnsurar of
#ny such mamber, subscribar or mesoclation. R ©

2 .. Without in sny.way rastricting the oparation of paragiaph 1°of this Clauss, It )s undarstaod and agresd thet for all
purposas of-this rainsumncs ell the orginal polisiys of tha Resssurad {neiv, mnewnt and rsplscement) of the tisases spaciiied in

Clause Ii of this peragraph 2 from tha time specified In Clauis I in thls paregreph 2 shall be deamed to includa tha following
provision {spacified as the Umitad Extlusion Provision): - E :

Limited Exclucion Provition®

8 ftle agraad that the pafiey doss nat eder any fabt , £ St s o, e v i
3 grea : ¥ pal GV BF'.”.” a{p'piyq lr any ";lkyw\?tagtm%—mw
- With respact td which an insured undsr the palley [s also sn Insiizd undsr » nuclesr snergy bRty polley
Jxsued by Nuclesr Ensrgy Llability Inauranaa Ausocistion, Mutusl Atomio Energy Liablity Undorwifters or
- Nudlear Inzursnce Assoclation’ of Cuneda, or would be an Insured under any much poliey bxt for ks
teminetion upon exhaustion of fis fimlt of liablfity, * "~ - -

-M - Family Antomobite Pollcies’ Jiabiity only), Specisl Autombbile Policlay {privale passangsr sstomobiles,
Tisbliity only}, Farmars Compiwhansiva Parzonal Usbility Pafictes {lability oeilyl, Comprehansive Pessan]
Liabdlity Pollcles {Tubility only} or paficlen &f u similer nature; and tha Habllity portion of comblnatfon forms

rolatad to tha four.classas of policles stoted abiove, such a# tha Comprahensive Dwslling Polioy snd the
applicabls types of Hamsownem Policies, h

“ Rl <The Inosption datos and tharesttar of a1l originel poliles ks desaribedIn f above, whsthor new, ranawl o
I -replacament, balng policles which ekher . .

8} © . bacoma effective on or after st May, 1960, or
- by bacoms sffactva Iiafmu'thafdiu end contain the Limited Exnlusion Provision sst out sbava;

provided this paragraph 2 shall not be appilcable to Family Automobila Palicles, Spacial Automoblls
Peliclus, or policles ur combinaton policles of a afimilay naturs, lasusd by the Rezssured on New York dsks,

untli B0 days follawing approval of the Limnited Exclusion Praviston by the Govemments] Authority having
Jurdsdiction thareof,

i, Bxcapt for those dlasses of policies-ipscifisd in Clousa 1) of paragimph 2 and without In sy way restricsing the
opetstion of pragraph | of this Clauss, It Is undurstood and agrasd that for all purposss of this reineurance tha origina} Kabllity
policies of the Reansured (naw, ranaws) snd replecemant) fford] B tha following covamgas:

Ounery, Landlords and Tenants Labikty, Contractue! Liabikty, Slavator Lisilly, Cwnara or Contraciors {including
" raliroad), Protactiva Liabithy, Manufactixers and Contractors Liaility, Produet Lisbikty, Professional and Melpmutics

Ulability, Stomksspare Usbility, Sersps Lisbifty, Automebils Lisbllity [nckuding Maseschussits Motor Vahlels or
Geragn Linbifity] S

shall ba deamed t Inchude, with respast to yuch coverages, from ihe ma speciiad In Clause V of this prragraph 3, tha following
provision {spycified as the Brosd Excivsion Provizlon): S : -

Broad Exclusfon Provislop®

ft be sgreed that the policy doas nat epply:

H Pafry, sleimasy, Spmany ok v
I e G e
1. with respact o which an [nsured under tha polky Is slso wn Insured under n nudasr energy

[tebllity paitay Issued by Nualesr Bnecgy Usbillty Insunnce Assoclation, Mutunl Atorme Energy
- Liahifty Undarwriters or Nuelesr \nsurenca Awsoclsion of Canails, or would be an sured
" undar any such policy but for Its tanmination upen exhsustion of ite Bmit of flabilty; or
. =1 - 1 T - -

2, razulling from the hazardous proparas of fuclesr metarial and with respact ks which {1) sny
persan ar organtalion ln required to meintain financisl protestion pursuant to tha Atomic
- Energy Azt of 1954, or any ltw smandatory therwof, or (2) the treumd Jx, or had this paficy not
beanissuad would be, entided to Indamnity from Lhe Unitsd Stries of Amurtas, or ey sgency
thereof, undar ahy egraament antered Into by tha Unlizd States of Amprlcs, or any sgency

tharwof, with any person or organizstian, ,

d Medica! Payr B¢ under any Supplenantury Payments Frovigon ralsting to
Under any ‘e ita“l;aymamf:ownge ¢ under any Supple ty Pryme 9

¥4 10 expansan ncumed with respant to PRy N Aem dedy w b

. W rpyulting from tha herardous propertiss of nuclaar matsrial end arlsing out of
the oparation of a-nucteer facility by any parson or oigsnization, .
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Undur aity Lisbillty Cavaraga, to Wes deimn dhoam ik o doatmetot
ST e = mauliing from the hazardous propasties of nuclear matsrial, ¥

1 the nuclssr matedial {1} ia at any nuclear factity ownad try, or oparatad by or on buhalf of, an
Insured, or {2) has baen dischargad or dlsparsed tharafron;

2. tha rsclenr mstesial Is contained In spent fuel or waste st any ima peasaszad, handled, uisd,
procaszad, storad, uanaportad or disposad of by or an bahalf of sn Insursd; or
1, N mammﬁ—qmwm

BBy bicer ot weten Sesies grinas out of tha furnishing by an insursd of sarvices, matasials, parts of
equipment jn connsstion with the planning, construstian, maintenance, opacation or uss of any nuciasr
facitity, but If such Facliity 13 locstad within the Unked-Stetsx of Amarics, its terittorias, or possessions or
Canads, this miclusion [c) spplies only to e = denmie of ey of s wakass bty .

-ty 75 ok s Joofiy wnd muy praparyy Mot

As ugsd In this endorsement:

“Huzardous proparties” Include mdlosctive, tosdo or explosive proparties; “nuclasr matefisl* mesns sovrce
materizl, special nucisar. mutarisl o byprodusct meters; “source matetis, “spacisl nuclear matens”, snd
“bypinduct metaiisl” have the mernings gven them In the Atomic Enargy Act of 1884 or In any lew
mandstory tharsof; "spant fusl” mesns any fuel slement or finl camponamt, salkd or lguid, which has.
bron ussd or mxpossd to radiation n » nuclesr resctary “waste® means any vwaste matssial {1) containing
byproduct matasis} other than billings ar wastss produced by the axtraeiion or cencenimtion of vrenfum or
thorlum from sny ore provessed pdmadly for Hs saumce. metagdal cantant, and {2} resulting from tha

. tparation by sny paraon or orgsntzetion of any nuclesr faciilty fricluded under the first two pamprephs of
- tha dafiniilon of nucter facility; “nuclea facily” mesae: -

1. 2y nuciesr mcht;, .

FA &ny equipinamt or davice dasigned or used for (1) saparsting the lao.hupu of urenlum or
i plutonium, (2) processing or wilzing spant fus), or {3 handiing, Processing of pockaging wasts, ©

3 By nquipmsnt or device usad for the procassing. fabiicating of sliaying of speciml nuclaer

matarial i 2t sny tima the totd xmount of such mateds] 1 the custody of the [nyured st the .

- Promiras whira such agulpment or devies la lotated tonslnts of or contslns more than 25
srams of pluteniim or uenlim 223 of any combination themof, or mor than 250 grarme of
ueatium 235, ’ L :

4, sy stracturs, basin;axcavation, premisas or pisce prupared or umad for the stomsga or disposa)
of wans, '

end includas the slta on which any of the foregalng is located, al) apsmilons conductad on auch sita and 3 pramises ussd for
such operstions; “nusissr Teactor” means any apparatus deslgnad or ussd to sustadn nuclear Rssion i & relf-supporting chaln -
resction arto comteln a ordtiosl mats of fisslonabla materin): " . ot .

[ T e W praparntss Wt trard injery” or “pwrumsiur
Tremmrely Sownar” hribtivs st 3o ot — )
Phvaiedus 28\t 0 it Jop petalianpivsglony B potepumty,

E.

hriaadas

‘The Incaption datas ond tharesiter of all eriginal policies Mg cevarses spacifisd In thix paregraph 3,
whather naw, revsewsl o7 roplacamant, baing policas which becoma sifective un or after Tat May, 1860,
provided this paragraph 3'shall not He spplicabla to; :

3) -~ Gage and Automobils Pollcles bssuad by the Resssured on Naw York risks, or

bl statutory abiity in1urance required under Chaptar 80, Ganeral Lavs of
- Massachusetis, .

unti] 50 days fallawing approval of ihe Broad Excluston Provisian by the Governmentsl Authority having
|udisdiction tharuef, - : -

"2 Without I say way restricting tha opsration of paragraph § of this Blauss, it Is nderstood srd sgread that pazagrephu

2 and 3 ebove e not spplicabla to original Kbty policias of the Reassured In Ganada and that with reapict to such policies this

Clayss shall ba deamad to inclwds tha Nuclear Energy Lisbility Exclusion Provislons sdoptad by tha Cenadisn Undarwritsrs’
Assochtion or the Indapendsnt lnsumnca Canfersnce of Canada.

*NOTE: Ths worda printed In kabies In the Udad Exclusion Frovision and in the Broed Exclusion Provision shall spply enty In
reistion to arighoa) stiiity pollties which include s Limited Exclusion Provision or # Broad Exeusion Provisien contalning theas

worde,




. NUCLEAR INCIDENT EXCLUSION CLAUSE ~ LIABILITY -
, . REINSURANCE - CANADA (BRMA 35D)

IL° This Agrasment does not cover any loss or ltabllity acoruing to the Reassured as a meﬁlbar
of, or subscribar to, any associgtion of insurers or rainsurers formed for the purpase of covering

huclear energy risks or as a direct or Indirect reinsurer of any such member, sybscriber or
association. i

1k Without In any way restricting the operation of paragraph 1 of this clauss, it Is agreed that
for all purposes of this Agreement all the original liabillty contracts of the Resssurad, whather naw,
. Tenswal or replacemant, of the following classes, namely;

Personal Liabltity .
_Farmers’ Liabillty
Storekespers’ Liability

which becoma sffectiva on or sfter 315t Decambar 1984, ghalf be dsarned to inclu&é: from thair
inception dates and thereaftar, the following provision: LT e .

Limited Exclusfon Provision A

This Policy does not apply- to- bodlly Injuryor propeity damags with respact ta which the
Insured is alsa insured under a contract of nuclear energy liability insurance {whether the
Insused Is unnamed in such contract and whether or not it Is lagelly enforceable by the
Insurad) fsauad by the Nuciear Insurance Association of Cahads or any othar group or pool

-of insurers or would be an Insured under any such_policy-but for fts termination upon
éxhaustion of its limilts of liabllity, S

) W}i_h'}ssﬁé_ct _tb p;"operty,'ioss:éf use. qf'such,prdpar'-ty shpll be deamsd to ba property
.damage. .. LT e

W, Without In any way ragtricting the operation of paragraph 1 of this clause, It is agreed that

. for all purposes of this, Agresment &} the original [fability contracts of the Ruaasured, whethsr new,
renewal or replacement, of any class whatsoaver {othar than Personal Llability, Farmers® Liability,
Storskespers' Llabllity or Automobila Lisbllity contracts), which bacome effective on or after 31st

Decamber 1884, shall be deemed to include from their Inception datss and theraafter, tha following
provision: : ' ' :

Broad Exclusion Provision
it Is agreed that this Policy doss nct ﬁ_pply: ,
A, To liabllity Imposed by or arising undsr the Nuclear Liability Act; nar

B, To bodily Injury or property damage with respect to which an Insured under this
paticy is also insured under a contract of nuclear energy liability insurance
{whather the Insurad Iz unnamad in such cantract and whether or not it is legaily
enforceable by the Insured) issued by the Nuclear Insurance Assaclation of Canada
or any other insurer or group or pool of Insurars or would be an Insurad under any
such policy but for its tarmination upan exhaustion of its limit of liablity; nor

c, To hodily Injury or property damage resulling dirastly or Indiractly from the nuclear
energy hazard arising from: :

1. the ownarship, malntenance, operation or vss of a nuclear facility by or on
behalf of an Insured,

2. the fumishing by an Insured of services, materials, parts or equipment in
cdnnsction with the planning, construction, maintenance, operation or use
of any nuclear faclity; and

Towwers Fervin
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3.~ the possession, consumption, use, handiing, disposal or transportation of
£ fissionable substancas, or of other radioactive matarlal {except radicactive
Isotopses, away from o nuclear facility, which have reached the final stage

of fabrication so as to be useabla for any scientific, medical, agricultural,

commerctal ar Industrial purpose) usad, distributad, handled or sold by an
" fnsured, ) :

As used In this Policy:

v, The tarm “nuclear energy hszard” means tha radioactive, toxic, explosive or other
hazardous properties of radiosctve matsiia ’ ' '

V., The term *radivactive rﬁéteﬁal" means uragnium, thorium, plutenium, neptunium, thair
respactive derivatives and compounds, radloactive Isotopes of othar elements and apy other
substances that the Atomic Enargy Control Board may, by regulstion, designata as being prescribed

substances cepabla of releasing aslomic -ensrgy, or as being requisite for the production, use or-
application of atomnic anergy. ‘ )

Vi, The term "nucleer fasllity” means:

A Any apparatus designed or used to sustaln ﬁuclaar fisslon in a selfsupporting

_chalp reaction or to contaln a oritical mass of plutonium, tharium and uranivm or
, BNy one or more of tham; | ' i

‘B, Any squipmgnt or dé_viqa-dhsigned'or used for {1) separating the Isotopes of -
. plutanlum, thorlim and uranium or any one or more of them, (2) processing or
utilizing spent fual, or {3) handling, processing or packaging wasts;

C. Any equipmant or device used for the processing, fabricating or slioying of
© 7 plutonfum, thodum or drenium - ensiched in the lsotope uranium 233 or In the
lsotops uranlum 235, or any one or more of them if &t any Bma tha total amount of
such matarial in the custody of the Insured at the pramises where such oquipment
“ or davics is located consists of or containg more than 26 grams of plutanium or
. uranium 233 or any combination theraaf, or more than 260 grams of uranium 235;
D, Any structura, basin; sxcavation, premises or place prepared or uged for the
storage or disposal of wasté radioactive material;

snd Includes the site on which any of the foregoing is located, togethsr with ali operations
conducted thereon and ali premises used for such operations, ’

Vi, The term *fissionabls substance” mesns any prascribed substance that is, or from whigh -
can be obtained, a substance capable of releasing stomis anargy by nuclear fission.

Vi,  With respact to'prcpertv, loss of use ‘of such proparty sheil be deamod to be. property
damage. S ‘ T .

[




EXHIBIT B

NOTICE TO CEDANTS

Marti Little, General Counsel

Legion Insurance Company (In Liquidation)
One Logan Square, Suite 1400
Philadelphia, PA 19103

Gregg C. Frederick

Bxecutive Vice President, Reinsuratce
Legion Insurance Company (In Liguidation)
One Logan Square, Suite 1400
Philadelphia, Pa 19103

NOTICE TO REINSURER

Todd Gray

Assistant Vice President

Horizon Management Group, LL.C
55 Farmington Avenue, Suite 800
Hartford, CT 06105

Paul R. Aiudi, Esq.
Assistant Vice President

& Senior Counsel
The Hartford

55 Farmington Avenue, Suite 800
Hartford, CT 06105

1
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Leglon Insurance Company (In Liquidation)
Villanova Insurange Company (in

Liguidation)
Hart Re Commutation by
Company

Leglon  Villanova Totals
Gross Amount Due $16,969,842 $996,148 $47,965,988
Discounted Amount Due $16,770,777 $996,146 $17,766,923

Commutation Agreed . $16,102,921 $897,072  $16,000,000




