COMMONWEALTH OF PENNSYLVANIA
INSURANCE DEPARTMENT

Office of Chief Counsel
Capitol Associates Building
901 North 7* Street
Harrisburg, PA 17102

Phone (717) 787-6009
Fax (717) 7724543

Govemor's Office
of General Counsel

August 7, 2007

Daniel Schuckers
Prothonotary
Commonwealth Court -
628 South Office Building
Harrisburg, PA 17120-0001

RE: Joel S. Ario, Acting Insurance Commissioner of the Commonwealth of

Pennsylvania v. Legion Insurance Company,
~ No. 183 M.D. 2002

Dear Mr SchuckerS'

of Cormmutation, cttlement "and Release / Agreement Betwe n 'I'he 1q Jator and

7 Enclosed for filing please find the original and two hard copies of thy

As directed by the Court’s Order we are also enclosing copies of the documents on a
computer disk.

Thank you for your courtesies in filing the documents.

Very truly yours,

%(/ ALJ""-/
Amy L. Weber

Special Funds Counsel
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‘Commonwealth of Pennsylvania

IN THE COMMONWEALTH COURT OF PENNSYLVANIA

-
»

Joel S. Ario, Acting
Insurance Commissioner of the

Plaintiff, :

v Docket No. 183 M.D. 2002

Legion Insurance Company
One Logan Square, Suite 1400

Philadelphia, PA 19103 :
Defendant.
ORDER
AND NOW, this day of , 2007, upon consideration of the

Petition for Approval of Settlement and Commutation Agreement and Release by and between
Joel S. Ario, Acting Insurance Commissioner of the Commonwealth of Pennsylvania in his -
official capacity as Statutory Liquidator of Legion Insurance Company and Villanova Insurance
‘Company (“Liquidator”), and Mutual Indemnity (U.S.), Ltd. (“Mutual”), filed by the Liquidator,
and in which petition Mutual conc&s, the Court GRANTS the Petition and approves the

Settlement and Commutation Agreement and Release.

- MARY HANNAH LEAVITT, Judge
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

Joel S. Ario, Acting
Insurance Commissioner of the
Commonwealth of Pennsylvania

Plaintiff,

V. : Docket No. 183 M.D. 2002

Legion Insurance Company
One Logan Square, Suite 1400
Philadelphia, PA 19103
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Defendant.

LIQUIDATOR’S PETITION FOR APPROVAL OF SETTLEMENT AND

COMMUTATION AGREEMENT AND RELEASE BETWEEN THE LIQUIDATOR

AND MUTUAL INDEMNITY U.S., Ltd.

Petitioner Joel S. Ario, Acting Insurance Commissioner of the Commonwealth of
Pennsylvania in his official capacity as Statutory Liquidator of Legion Insurance Company
(“Legion”) and Villanova Insurance Company (“Villanova”), (collectively, the “Liquidator”),
respectfully requests that this Court enter an Order approving the Commutation, Settlement and
Release Agreement (“Commutation”) between the Liquidator and Mutual Indemnity (U.S.), Ltd.
(“Mutual”).

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

1. On July 25,2003, this Court found Legion insolvent and appointed the Commissioner
as Liquidator of Legion pursuant to Article V of the Insurance Department 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 Legion’s

estate for eventual distribution to its policyholders and creditors.
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3. In connection with guaranteed cost insurance policies issued prior to receivership,
Legion and Mutual entered into certain reinsurance agreements identified in Schedule 2 to the
Coﬁ1mutation Agreement attached hereto as Exhibit A, pursuant to which Legion ceded to Mutual a
certain share of Legion’s liabilities under the guaranteed costs policies (the “GC Reinsurance
Agreements”).

4. Legion and Mutual desire to terminate their business relationship and have agreed
to commute certain of their respective obligations under the GC Reinsurance Agreements.

5. Mutual’s obligations to Legion under the GC Reinsurance Agreements include

obligations that may become payable in the future and that cannot be determined in an amount

~ certain at this time.

6. Legion believes that it is in its best interest to adjust and settle Mutual’s obligations,

including its future obligations, to Legion.

7. Accordingly, Legion has negotiated the Commutation Agreement with Mutual, which

is attached as Exhibit A to this Petition.

8. Pursuant to the Commutation Agreement, Mutual will pay onie million, eight hundred

and seventy-nine thousand, seven hundred and twenty-five dollars ($1,879,725) to Legion, as set

forth in Exhibit B to this Petition.

9. Pursuant to the Commutation Agreement, Legion and Mutual will release each other
from certain liabilities arising out of, or in connection with the GC Reinsurance Agreements.
10.  Legion entered into this Commutation in reliance on its independent investigation and

analysis of the GC Reinsurance Agreements and Legion’s rights and obligations under the GC

Reinsurance Agreements.




11.  The Liquidator believes that the Commutation is in the best interest of Legion’s
policyholders, claimants, creditors and the public generally.

12.  Particularly, the Liquidator believes that Legion’s receipt of approximately $1.88
million is reasonable and adequate consideration for the commutation of certain of Mutual’s
obligations to Legion under the GC Reinsurance Agreements.

13.  Legion currently estimates Mutual’s current and future obligations under the GC
Reinsurance Agreements to be approximately $2.3 million, including but not limited to the discounted
present valué of outstanding reserves and incurred but not reported claims. The Liquidator believes
that the agreed commutation payment of approximately $1.88 million in cash is reasonable given the
time value of money, the results of arbitrations that Leglon 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 aresult, the
more timely and orderly liquidation of Legion’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
transaction as a whole by the Liquidator, his staff, and Legion staff members familiar with the .
company’s dealings with Mutual, the Liquidator has determined that the Commutation is a fair and
reasonable commutation of certain of Legion’s and Mutual’s obligations to each other under the GC
Reinsurance Agreements. The Insurance Department Act authorizes the Liquidator to take such
actions as she deems “necessary or expedient to . . . conserve or protect [the insolvent insurer’s] assets

or property [,]” including the power to “compromise” claims involving 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 him in achieving 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 Legion’s immediately available assets and

minimize an}" unavoidable loss to policyholders, claimants and creditors resulting from Legion’s

insolvency. See 40 P.S. § 221.1(c).

16.  Mutual agrees to the Commutation as evidenced by its execution of the Commutation

Agreement and concurs in requesting the Court’s approval of this petition.

17. For all of these reasons, the Liquidator requests that the Court appro&c the

Commutation Agreement.

Respectfully submitted,

Mg I

Amy L{ Weber, Special Funds Counsel
1.D. # 43447
Pennsylvania Insurance Department
" Office of Liquidations, Rehabilitations
and Special Funds
901 N. 7" Street
Harrisburg, PA 17102
(717) 787-6009

Attorney for Joel S. Ario, Acting Insurance
Commissioner of the Commonwealth of
Pennsylvania, in his official capacity as Statutory
Liquidator of Legion Insurance Company (In
Liquidation)

Dated: August fZ , 2007




VERIFICATION -

I, Gregg Frederick, Executive Vice President, have been retained by Joel S. Ario, Acting
Tnsurance Commissioner of the Commonwealth of Pennsylvania in his official capacity as
Statutory Liquidator of Legion Insurance Company, and am responsible for the on-site
rciﬁsurance operations of Legion Insurance Company (In Liquidation). Ihave read the
Liquidator’s Petition for Approval of Settlement and Commutation Agreement and Release
Between the Liquidator and Mutual In&emm'ty (US) Ltd., and verify that the matters stated

therein are true and correct to the best of my knowledge, information and belief. I understand

that this Verification is made subject to the penalties of 18 Pa.C.S. § 4904 relating to unsworn

falsification to authorities.

g Fienr,

Gregg Frederick
Executive Vice President

Dated: August A , 2007
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SETTLEMENT AND COMMUTATION AGREEMENT AND RELEASE

Dated » 2007

by and among

JOEL ARYO, Acting Insurance Commissioner
of the Commonwealth of Pennsylvania
as Liquidator of
Legion Insurance Company and
Yillanova Insurance Company,

and

MUTUAL INDEMNITY (US) LTD.
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This SETTLEMENT AND COMMUTATION AGREEMENT ANDV RELEASE (the

“Agreement”), dated as of _ , 2007, is entered into by JOEL ARIO, Acting

Insurance Commissioner of the Commonwealth of Pennsylvania (the “Commissioner™), in his
capacity as Liquidator (the “Liguidator”) of and acting on behalf of and in the name of each of
Legion Insurance Company (in Liquidation) (“Legion”) and Villanova Insurance Company (in
Liquidation) (“Villanova”), each of Legion and Villanova being an insurance company organized
and existing under the laws of the Commonwealth of Pennsylvania, and the company listed in
Schedule 1 hereto (the “Mutual Indemnity Reinsurer”). Legion and Villanova are referred to
herein .collectively as the “Legion Companies” and individually as a “Legion Company.”
References to the Liquidator as a party to this Agreement and any Ancillary Agreement (as

defined below) shall also be deemed to include the Legion Comparnies in Liquidation.

WHEREAS, Legion and Villanova have issued guaranteed cost insurance policies (the
“GC Policies™) pursuant to which insureds paid to the applicable Legion Company, and the
applicable Legion Company accepted from the insureds, insurance premiums as more fully

described in such policies;

WHEREAS, in connection with the GC Policies, the Legion Companies and the Mutual
Indemnity Reinsurer have entered into certain reinsurance agreements identified in Schedule 2
hereto (the “GC Reinsurance Agreements”), pursuant to which the Legion Compam'es ceded to
the Mutual Indemnity Reinsurer, and the Mutual Indemnity Reinsurer accepted from the Legion

Companies, & certain share of the Legion Companies’ liabilities under the GC Policies, as more




fully reflected in the percentages of participation of each respective GC Reinsurance Agreement

and each respective period of coverage under the GC Reinsurance Agreements;

WHEREAS, the Liquidator, on behalf of the Legion Companies, and the Mutual

Indemnity Reinsurer have agreed to, among other things, settle and commute all actual or

potential past, present or future claims arising under the GC Reinsurance Agreements issued
under the IPC Programs identified in Schedule 3 hereto (the “Terminated GC Programs”) and

for the Setflement Amount identified in Schedule 4 (the “Settlement Amount™);

WHEREAS, this Agreement shall not be effective unless and until it is approved in its
entirety by order (the “Commutation Order”) of the Commonwealth Court of Pennsylvania (the

“Court”));

WHEREAS, the parties intend to be legally bound hereby;

NOW THEREFORE, the Liquidator, on behalf of the Legion Companies, and the Mutual

Indemnity Reinsurer agree as follows:

ARTICLE I - COMMUTATION, SETTLEMENT, AND PAYMENT
1. This Agreement shall, subject to its terms and conditions, operate as a full and
final settlement, commutation, and release of the respective rights, obligations, and Liabilities of

the Mutual Indemnity Releasces and Legion Releasees (as defined below) with respect to the GC

Reinsurance Agreements.
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2, Within ten days after the date of the Commutation Order, the Settlement Amount

shall be péid by way of deduction from the trust accounts created by the April 23, 2003 Funds-

Withbeld Trust Agreements (the “Legion Trust Agreement,” the “Villanova Trust Agreement,”

and, collectively, the “Trust Agreements”) entered into between the Liquidator and the Mutual

Indemnity Reinsurer with regard to Legion (the “Legion Trust Account”) and Villanova (the

“Villanova Trust Account”)(collectivcly, the “Trust Accounts™) in the amount and allocation set

forth in Schedule 4; provided; however, that should there be insufficient funds in the Legion

Trust Account or Villanova Trust Account 10 satisfy the portion of the Settlement Amount

attributable to each, the Mutual Indemnity Reinsurer shall within the same time period pay the

difference by wire transfer as follows: [wire transfer instructions to Commissioner].

3. The Settlement Amount paid to the Liquidator, on behalf of the Legion

Companies, by the Mutual Indemnity Reinsurer pursuant to this Agreement shall be the sole

payment by the Mutual Indemnity Reinsurer or any other person or entity to the Liquidatot or any

other person or entity for the Murtual Indemnity Reinsurer’s reinsurance or other obligations

under or relating in any way to the GC Reinsurance Agreementé.

ARTICLE II - RELEASES

1. Subject to the terms and conditions of this Agreement and entry of the

Commutation Order, the Liquidator, on behalf of the Legion Companies, hereby releases,

indemnifies, acquits, and forever discharges the Mutual Indemnity Reinsurer and its current, past

and future officers, directors, and employees and its current, past and future parent and related

companies (collectively, the “Mutual Indemnity Releasees”) from any and all payment

obligations, adjustments, obligations, offsets, actions, causes of action, suits, debts, dues, sums of

money, premiums, returned premiums, unearned premiums, liabilities, losses, salvage,




commissions, accounts, reckonings, bonds, bills, covenants, contracts, controversies, agreements,

promises, variances, damages, judgments, eXpenses, acts, omissions, executions, claims and
demands whatsoever, all whether known or unknown, in law or equity, in contract or in tort,

which the Liquidator, or the Legion Companies ever had, now have, or hereafter may have

against the Mutual Indemnity Releasees, for amounts due under the GC Reinsurance

Agreements, it being the intent of the parties hereto that the commutation and settlement shall

operate as a full and final settlement of thg Mutual Indem:ﬁty Releasees’ past, present and future
obligations to the Liquidator, and/or the Legion Companies, and/or anyone else under the above.
2, Subject to the terms and conditions of this Agreement and entry of the
Commutation Order, the Mutual Indemnity Reinsurer, hereby releases, indemnifies, acquits, and
forever discharges the Liquidator on behalf of the Legion Companies and the Legion Companies

and their current, past and future officers, directors, and employees (collectively, the “Legion

Releasees”) from any and all payment obligations, adjustments, obligations, offsets, actions,

causes of action, suits, debts, dues, sums of money, premiums, returned premiums, unearned

premiums, liabilities, losses, salvage, commissions, accounts, reckonings, bonds, bills,
covenants, contracts, controversies, agreements, promises, variances, damages, judgments,

expenses, acts, omissions, executions, claims and demands whatsoever, all whether known or

unknown, in law or equity, in contract or in tort, which the Mutual Indemnity Reinsurer ever had,
now have, or hereafter may have against the Legion Releasees, for amounts due under the GC

Reinsurance Agreements, it being the intent of the parties hereto that the commutation and

settlement shall operate as a full and final settlement of each of the Legion Releasees’ past,

present and future obligations to the Mutual Indemnity Reinsurer under the above.




3. Neither the Liquidator on behalf of the Legion Companies, nor the Legion
Companies will demand, claim, file suit or institute arbitration proceedings against the Mutual
Indemnity Reinsurer or any of the past and present officers, directors and employees of the
Mutual Indemnity Reinsurer relating to the payment of any reinsurance obligation under the GC
Reinsurance Agreements and/or that is being settled or commuted pursuant to this Agreement.

4. Except as specifically provided heréin, neither the releases provided in this
Agreement nor the payment of the Settlement Amount shall have any effect on any obligation of
the Mutual Indemnity Reinsurer under any ot.her agreement or contract, including but not limited
to any obligations of the Mutual Indemnity Reinsurer in connection with Large Loss Deductible
Policies (“LD Policies”) provided by the Legion companies and/or Deductible Reimbursement

Policies provided by the Mutual Indemnity Reinsurer in connection with the LD Policies.

ARTICLE 111 - APPROVALS

1. Within seven days of the date hereof, the Liquidator, shall apply to the Court for
the Commutation Order approvi-ng the terms of this Agreement (“Court Approval”). |
2. The Mutual Indemnity Reinsurer shall cooperate fully with the Liquidator, and
wﬂl use its best efforts to aid the Liquidator in obtgin.ing Court Approval.
3. Each party hereto may give notice of proposed Court Approval to any person or

entity in each such party’s discretion.

ARTICLE IV — FURTHER COVENANTS AND AGREEMENTS

1. To the extent funds remain in the Legion Trust Account and/or Villanova Trust

Account after deduction of the Settlement Amount, the Liquidator shall direct the trustee of the




Mutual Indemnity Reinsurer within ten days of the date of the Commutation Order as follows
[wire instructions to Mutual]. Within ten days of final distribution of the funds from the Legion
Trust Account and the Villanova Trust Account, the parties hereto shall Jointly notify the trustee

that the Trust Accounts and Trust Agreements are to be terminated ten days after the date of the

notification. Thereafier, the parties to the Trust Agreements shall have no further rights or

obligations under the Trust Agreements,

2. - In instances where losses arise from both guaranteed cost and large deductible
policies on the same program year and erode a common annual aggregate, the Mutual Indemnity
Reinsurer and the Legion Companies will use the gross losses (before discount) commuted and
paid under this agreement in determining aﬁy future liability under that aggregate.

3. The Mutual Indemnity Reinsurer confirms that the terms of this Agreement are in
accordance with Bermuda law. Each of the parties hereto agrees that by entering into this
Agreement, such party is affirming the validity of the reinsurance obligations commuted and
settled by this Agreement. ‘

4, This Agreement shall be biﬁding upon any permitted successors to the parties

hereto,.including, without limitation, any liquidator, should the Mutual Indemnity Reinsurer be

placed into liquidation or become subject to “winding-up” or other insolvency proceedings. The -

Mutual Indemnity Reinsurer shall exercise its best efforts to maintain the effectiveness of this
Agreement in the event that such Mnutual Indemnity Reinsurer becomes sﬁbject to “winding up”
or other insolvency proceedings.

5. Any time that a consent or approval of a party to this Agreement is required under

this Agreement, such consent or approval shall not be unreasonably withheld or delayed.
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ARTICLE V — REPRESENTATIONS AND WARRANTIES

1. Each of the parties hereto expressly represents and warrants that: (1) this
Agreement has been duly authorized, executed and delivered by and on behalf of it and
cdnstitutcs its ]egal,‘ valid and binding agreement, subject to Céurt Aplproval; (1) no
authorization, consent or approval of any third party other than the Court is required in
connection with the execution, delivery or performance by it of this Agreement; and (iii) the
execution, delivery or performance by it of 'this Agreement does not and will not conflict with, or
result in any material breach or violation of, its organization documents Or any agreements to
which it is a party or by which it or any of its assets are bound.

ARTICLE VI - DELIVERY OF NOTICE

1. All notices required hereunder shall be in writing and shall be given by personal

- delivery or registered or certified mail, return receipt requested, postage prepaid to the addresses

set forth in paragraph 2 of this Article VI, and shall be deemed given upon receipt. In addition,
notice may be given by facsimile transmission and shall be deemed given upon sending of the
transmission (with confirmed receipt) with the mailing of a copy of such transmission. Notices
under this Article VI shall include service of process.

2. Notices to the parties shall be addressed as follows:

Notice to the Liquidator:

Insurance Commissioner of the Commonwealth of
Pennsylvania as Liquidator of Legion Insurance Company
and Villanova Insurance Company

Pennsylvania Insurance Department

901 N. 7™ Street

Harrisburg, PA 17102

Attention: Amy L. Weber, Esquire




Telephone: (215) 963-7588
Facsimile: (215) 963-1220

With a concurrent copy to:

Liquidation Team Counsel
Legion Insurance Company
(in Liquidation)
One Logan Square
Suite 1400
Philadelphia, PA 19103
Attention: Laura M. Spear, Esquire

And

Miller, Alfano & Raspanti, P.C.
1818 Market Street, Suite 3402
Philadelphia, PA 19103

Attention: Gaetan J. Alfano, Esquire
Telephone: (215) 972-6400
Facsimile: (215) 981-0082

~ Notice to the Mutual Indemnity Reinsurer:

Mutual Indemnity (US) Ltd.
P.O. Box HM 2064

44 Church Street

Hamilton HM HX Bermnuda
Attention: David Alexander
Telephone: (441) 295-5688

Facsimile: (441)295-6052

With a concurrent copy to:

Ballard Spahr Andrews & Ingersoll, LLP
1735 Market St

Philadelphia, PA 19103

Attention: Douglas Y. Christian
Telephone: (215) 864-8404

Facsimile: (215) 864-9206

and




Conyers Dill & Pearman

PO Box HM 666 :
Hamilton HM CX, Bermuda

" Attention: Paul Smith

Telephone: +1 (441) 295 1422
Facsimile: +1 (441) 292 4720

3. The parties hereto further agree that service of process for any dispute in Article
VII, is effective upon delivery to the persons identified in paragraph 2 above,

ARTICLE VI - GENERAL

L. This Agreement is the final, complete, and entire agreement between the parties
hereto and is the pfoduct of each party’s own due diligence and independent investigation, legal
advice and analysis of the Settlement Amount and each party’s rights and obligations thereunder,
and not on the basis of any representations, warranties or statements by any other party hereto
and thereto. This Agreement shall supersede all other prior negotiations, commitments,
agreements, and understandings, both oral and written, between the parties hereto and thereto
with respect to the subject matter hereof and thereof but expressly limited only to the subject
matter thereto. No other representations, understandings, or agreements have been made or
relied upon in the making of this Agreement other than those specifically set forth or referred to
in this Agrcgment.

2. This Agreement may only be modified or amended by a written agreement,

entered into subsequent to the date of this Agreement and duly executed by the parties hereto and

approved by the Court.




3. This Agreement and any of the rights and/or obligations herein may not be
assigned in whole or in part by any of the parties hereto without prior written approval of the

parties hereto.

4. The parties to this Agreement do not intend to confer any rights on any person or
entity not a party to this Agrqemcnt No third party rights or obligations are created hereby.

5. This Agreement shall be binding upon and inure to the benefit of the parties
hereto and their respective permitted successors and assigns, including, without limitation, any
liquidator, rehabilitator, receiver or conservator or any successor merged or consolidated entity.

6. Waiver by any of the parties hereto of any term, provision, or condition of this
Agreement shall not be construed to be a waiver of any other term, provision, or condition
hereof, nor shall such waiver be deemed a waiver of any subsequent breach of the same term,
provision, or condition. . Except as expressly set forth in this Agreement, the terms of the Non
Commutation Settlement Agreement and the Insurance and Reinsurance Partial Settlement and
Commutation Agreement and Limited Release, dated April 23, 2003, as approved by the Court
(collectively, “the 2003 Agreements”) shall remain in full force and effect and shall govern the
respective rights and obligations of the parties thereunder under the applicable IPC Program.
Nothing in this Agreement is intended to constitute a waiver of any rights under the 2003
Agreements except to the extent, if any, expressly set forth hérein and, to the extent that any
matter is expressly addressed in any term, provision or condition of this Agreement.

7. The failure of any party hereto to enforce at any time any of the provisions of this
Agreement shall in no way be construed to be a waiver of these provisions, nor in ‘any way to

affect the validity of this Agreement, or any part of it, or the rights of any party to thereafter

enforce each and every provision.
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8. Each of the parties hereto shall use its best efforts to cooperate with the other
parties hereto in performing all acts necessary for carrying out this Agreement. The parties
hereto hereby agreé to execute promptly any and all supplemental agreements, releases,
affidavits, waivers and other documents of any nature or kind which another party may
reasonably require in order to implement the provisions or objectives of this Agreement.

9. The parties hereto are entering into this Agreement in good faith, at arm’s-length
and in the regular course of business, and are in agreement that this Agreement is and will be
valid and enforceable only upon Court approval.

10.  This Agreement is subject to Court Approval. In the event the Court does not
approve this Agreement in its entirety as executed, the Agreement shall be void ab initio. The

parties hereto may seek to renegotiate its terms and, if they reach agreement, subsequently

request Court approval of the renegotiated agreement

11. This Agreement shall be interpreted, construed, and enforced in accordance with
the laws of the Commonwealth of Pennsylvania (without giving effect to conflict of law
principles).

' 12. In the event any differences or disputes arise between the Liquidator, on behalf of
the Legion Companies, and the Mutual Indemnity Reinsurer with reference to this Agreement or
the terms hereof, the same shall be referred to and determined by the Court. The Court shall have
sole and exclusive jurisdiction over all disputes between the parties to this Agreement under this
Agreement.

13.  Neither the entry into this Agreement by the Mutual Indemnity Reinsurer nor any
of the provisions of this Agreement, including but not limited to ﬁe fequirement of Court

approval and dispute resolution and the choice of law provision, are intended by the parties to

11




support any claim that the Court has personal jurisdiction over the Mutual Indemnity Reinsurer
regarding any right or obligation other than those set forth herein.

14.  This Agreexﬁent may be executed in one or more counterparts, each of which,
when so executed and delivered shall be deemed an original and all such counterparts shall
together constitute one and the same instrument and agreement.

15.  The headings in this Agreement are descriptive only and shall not affect the
interpretation or construction of this Agreement. The recitals to this Agreement, including the
“Whereas™ clauses, shall form a part hereof.

16.  None of the parties to this Agreement shall be considered to be the drafter of this
Agreement or any provisidns thereof, and it shall not be interpreted or construed more or less

favorably for any party because of its status as a drafter of the Agreement or any provision

thereof.
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. IN WITNESS WHEREOF the parties hereto have caused this Agreement to be duly

executed as of the date first written above.

JOEL ARIO, .
Acting Insurance Commissioner of the Commonwealth

of Pennsylvania as Liquidator of Legion Insurance
Company (in Liquidation) and Villanova Insurance

Company (in Liquidation)

Name: ,Qddee— ~ b,,y_ce_e/
Title: Q&rers FZioresrctsr Ae r7 Dl

o u/ m/
Executed i# Harfisburg, Pennsylvania

Wige

MUTUAL INDEMNITY (US) LTD.

T A
Name: “Dn«D Fn.ea-o\wbel Witgss
Title: 7@5-

Date:
‘Executed in’H ton Bermuda

CADOCUME-~1\semusm\LOCALS~1\Temp\MetaSave\DMEAST-#9821663-v2-Latest-
Usc__SctLIcmcnt_and_Connnutuiou_Agrwnmt_and_Rclease_,(nm_BSA]_famaned).DOC
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REINSURANCE TREATY NO. 103

LEGION INSURANCE COMPANY
(llcow ANYI!)
.and -

MUTUAL INDEMNITY LTD.,
MUTUAL INDEMNITY (BARBADOS) LTD. AND
MUTUAL INDEMNITY (US) LTD. '
("REINSURER")
AGGREGATE EXCESS OF LOSS
REINSURANCE AGREEMENT

EFFECTIVE: Jamuary 1, 1991




LEGION INSURANCE COMPANY and
MUTUAL INDEMNITY LTD.

MUTUAL INDEMNITY (BARBADOS) LTD. AND
MUTUAL INDEMNITY (US) LTD.

AGGREGATE EXCESS OF LOSS REINSURANCE AGREEMENT

EFFECTIVE:. January 1, 1991
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AGGREGATE EXCESS OF LOSS REINSURANCE AGREEMENT

- This Agrezment s made and entered into by and betwezn LEGION INSURANCE

COMPANY, Philadelphia, Pennsylvania (hereinafier called the “Coropany”) on the one par
and MUTUAL INDEMNITY LTD, Hamilton, Bermuda, MUTUAL INDEMNITY
BARBADOS) LTD. of Bridetown, Barbados and MUTUAL INDEVINITY (US) LTD.

(
of ‘Hamilton, Bermuda (hereinafter severally and not jointly called the "Rzinsurer”) of the

other part.

The Reinsurer, being constituted of more than one corporation, whose names are set for::
above, this Agreement shall apply severally as between the Company and each such
w0 each Program (as.defined below) as set forth in cach of the

corporation with respect
Exhibits signed by such corporation and attached to this Agreement. The rights ang

obligations provided for herein of any one such corporation will not be as held, assumed er
guaranteed by any other corporation constituting the Reinsurer. :

ARTICLE 1

BUSINESS REINSURED
A. By this Agreement, and subject to the limitations set forth herein, Reinsurer agress
to reinsure the Company in respect of the excess aggregate liability which may accrus
to the Company under jts policies, contracts and binders of insurance (hereinafte:
called "Policies”) issued or renewed on or after the effective date hereof, and
- classified by the Company and Reinsurer as part of a Program (the "Program"), &5
defined below, and subject to the terms, conditions, and limitations set forth hereiz

“and in the Exhibits attached hereto..
ARTICLE 2

COMMENCEMENT AND TERMINATION

This Agrezment shall become effective at 12:01 a.m., Eastern Standard Time. Januar:
1, 1991, with respect to losses arising out of occurrences commencing on or afier the:
date on Policies issued or renewed under Programs on or after that date, and shall
continue in force thereafter until terminated as provided in the following paragraps.

A.
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B, Either the Compuny or the Reinsurer shall have the right o terminate this
Agrezmentis of 12:01 a.m.. Eastern Standard Time. any January L by uiving 90} diys’
prior notice in writing via either Certified or Reuisiered Mall. return receipt

requested.

- C. This Agreement as to any Program may be canceled in whole or in purt by the
Company by giving ninety (90) days prior written potice to the Reinsurer.. The
Reinsurer shall have the right to cancel this Agreement as to any Program by giving
a number of days prior written notice to the Company which shall be not lés;thuE
thirty (30) days more than the longest prior notice of cancellation required by any
named insured or insureds under policies issued under the Program. '

D. In the event of termination of this Agrezment the Reinsurer wili continue to cover
all Policies coming within the scope of this Agreement, including those written or
renewed during the period of notice, until the natural expiration or anniversary of
such Policies plus odd time, whichever occurs first, but in no event longer than 15

months from the date of termination.

E. The Reinsurer shall also remain liable for all losses and allocated loss adjustment and
claim expense incurred agains: the reinsured policies covered by this agreement,
whether or not such losses and expenses are reported after the termination of the
Agreement or the termination date of such reinsured policies. However, for any
terminated program, the Reinsurer's madmum aggregate liability set forth in each
Exhibit shall be based only on the earned premivm under the Program, unless
otherwise set forth in such Exhibit, provided, however, that such maximum aggregate
liability shail not be less than the dollar minimum set forth in each such Exhibit.

F. Alternatively, at the option of the Company, coverage hereunder may be terminated
as.respects policies in force as of the date of termination and Reinsurers will return

all unearned premium,
ARTICLE 3

RETENTION/LIMITS

As respects any Program. the Company and the Reinsurer shall determine an annual
aggregate retention ("Annual Aguregate Retention”) applicable to the aggregate of Ner
Losses in any one account year to Net losses from Workers” Compensation and Employer
Liability for such Program for any one account year, which Annual Aggregalz Retention
shall be set forth in an exhibit for that Program, attached to this Agreement and made a

part hereof (an "Exhibit").

N
——
(3]
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The Compuny’s losses subject 1o the Annual Aggregute Retention tor each Program shull
be limited to Josses not exceeding the Loss Limic as set torth in the Exhibic for such

Program.
As respects the Company's Net Losses subject to the aggrewute reteption within any
E

- Program, the Company shall retain an amount of Ulimate Net Loss which in the agoregate
in any one Account Year js equal to the Anpual Aggregate Retention as set forth in thar

Program’s Exhibit.

For any Prouram, the Reinsurer shall indemnify the Company for the amount by which such
aggregate Ultimate Net Losses in any one account year exceed the Annual Aggregate
Retention ser-forth in that Program’s Exhibit up to but not to exceed the maximum limir of
liability as respects Ultimate Net Loss any one Account Year for the agpregate retention

within such Program, as set forth in that Program’s Exhibit.

“

ARTICLE 4

TERRITORY

This Agreement shall apply to losses covered by the Palicies wherever occurring.

ARTICLE 5

DEFINITIONS

A.  The Term "Workers’ Compensation and Employers’ Liability Business” as used in the
Agreement shall mean all insurance or reinsurance written by the Company and
classified by the Company as workers' compensation and employers' liability,
including death, dismemberment, permanent and total disability, permanent partial
disability, temporary total disability and medical expenses as a result of an
occupational accident; such benefits forming part of the Company’s portfolio in
respect of statutory and voluntary workers' compensation including United States
Longshoremen and Harborworkers, employers liability, admiralty and Jones act, and
martime endorsement. Coverage is extended to business relating to U.S. aviation
and aerospace industry including any parent and/or subsidiary.

The terms "Net Loss™ or "Ultimate Net Loss” as used in this Agreement shall wean
the actual loss paid by the Company, or for which the Company becomes liabie to
pay not exceeding the "Loss Limit" set for any Program as set forth in the Exhibit for
such Program, plus a pro rata share (for Minnesota losses a 100% share) of all
interest and adjustment expenses including cost of litigation. in proportion that the
amount not exceeding the said Loss Limit bears to the total amount of the loss. but
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salvages and all recoveries, including recoveries under all reinsurince whick inure to
the benefit of this Agreement (whether recovered or not), shall be first Jdeducied
from such los to arrive at the amount of liability attaching hercunder.

All salvapes, recoveries or payments recovered or received subsequent o less
settlements hereunder shall be applied as it recovered or received prior to the
aforesaid settlement and all necessary adjustments shall be made by the partes

hereto.

Nothing in this clause shall be construed to mean that losses are not recoverable
hereunder until the Company’s Ultimate Net Loss has been ascertained.

The term "Policy" as used in this Agreement shall mean any binder, policy, or
contract of insurance or reinsurance issued, accepted or held covered provisionally

or otherwise, by or on behalf of the Company.

The terp "Program” as used in this Agreement shall mean a policy or group of
Policies for one insured or a group of insureds separaiely identified by the Company
as a Program. The Company will be the sole judge of what constitutes one insured
or one group of insureds, and will have the prerogative of including in one program

only policies which are ascribed to the same underwriting year.

The term "Account Year" as used ip this Agreement shall mean the period (not
exceeding one year in duration, plus odd time, ot to exceed 18 months in all) of the
policy or policies issued by the Company in respect of any one Insured Program.

Other terms used in this agreement shall have the definition first appearing in the
Insurance Code of the Commonsvealth of Pennsylvania, or the NAIC Examiners
Handbook, or the NAIC Accounting Practices and Procedures Manual for Fire and
Casualtv Insurance Companies or the Reinsurance Association of America, Glossarv

of Reinsurance Terms.

ARTICLE 6

PREMIUM

N

The premium for each Program shall be as set forth in the Exhibit for such Program
(hereinafter the "Reinsurer’s Premium”).

The Reinsurer's Premium shall be pavable within the time specified in Article 7. The
amounts owed by the parties to each other shall be reconciled as provided in

paragraph 3 of this Aricle 6.

-
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3. The Reinsurer's Premium payable shall be recenciled against (i) the amount

necessary o establish or maintain any required Jevel of Paid Loss Depusit Funds and
(if) that porion uf the Reinsurer’s liability under each of the Exhibits attached to this
Agresment .represented by Paid Losses to the extent thut such ttem was not
previously reconciled under this Agreement.

4. The Company shall withhold and pay the applicable United States Federal Excise
Tax, if any. It is further understood that the Company shall not be liable to the
Reinsurer for any unrecoverable amaunts of Federal Excise Tax paid on such
premiums and subsequently determined not 10 have been payable thereon and thar
the Reinsurer shall indemnify the Company for any Federal Excise Tax liability in
excess.of the amount set forth in each Exhibit. The Company shall make a good
faith effort to recover any Federal Excise Tax erroneously withheld or paid over and

shall return any amount so recovered to the Reinsurer,

" The Reinsurer shall allow the Company a ceding commission as set forth in each
Exhibit. The Reinsurer understands and agrees that the ceding cormission set forzh
in each Exhibit is based in part on an estimate of certain expenses incurred by the
Company, and agrees to allow such additional ceding commission to pay the actual
expenses incurred by Company in excess of such estimate. In return for accepting

- 100% of the liability for such excess expenses, if the actual expenses are determined
by the Company to be less than the estimate, the Reinsurer shall receive as an
experience credit an amount equal to 100% of the difference between the actual and

estimated expenses.

ARTICLE 7

RECONCILIATION/PAID LOSS DEPOSIT FUND

1L ‘Within thirty (30) days after each payment of premium is received by the Company
in accordance with the terms of the Policy, the Company will issue to the Reinsurer
a reconciliation statement (the "Reconciliation Stalement") setting forth the rein-
surance payable as reconciled against the jtems described in ARTICLE 6 paragraph
3. 1f the result of the reconciliation is that one party owes money to the other, the .
responsible party shall pay the amount so owed within the time required by this
Agreement, or if not otherwise specified, within 20 days after the receipt of the
Reconciliation Statement. All payments hereunder shall be made in United States

CUrrency.

The parties hereto recognize and agree thal each party’s liability hereunder shall
extend bevond the time that each party is receiving premiums under their respective
Policy. and possibly bevond the expiration date of the Policies and this Agreement:

('\)
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L

and that in such an event the reconciliations may involve onlv a computation of the
Reinsurer's liability 1o the Company fur losses, it anv.

Within 60 days after the end of each calendar month Legion shall provide monthiy
loss staiements to the Reinsurer for the settlement of losses paid during thut

reporting period. The Reinsurer will pay the amount so owed within.20 days after
receipt of the starzment, provided, however. that when as a result of any one loss the
total amount due from the Reinsurer exceeds 510,000, the Reinsurer will upon
demand and receipt of sausfactory proof of loss, remit its proportion forthwith.

Legion- will, with funds (i) to be withheld from premium cessions due to the
Reinsurer or (ii) provided by the Reinsurer, estabiish and maintain a Paid Loss
Deposit Fund, the purpose of which is to provide a source of funds for payment of
Reinsurer's liability under this Agreement. This paid loss deposit fund shall be
established for each Program once losses incurred exceed Legion’s retention as set
forth in each Exhibit to this Agreement, and shall be adjusted on a manthly basis to
the average of two months paid losses based on the most recent three months paid

losses.

ARTICLE 8

LETTER OF CREDIT

L

the Reinsurer will furnish to the Company a clean,
redit from a U.S. Bank (which is a member of the

Federal Reserve System) acceptable to Legion in its sole discretion (bereinafter the
"Issuing Bank"), or other deposits Or guaraniees acceptable to the Company, in an
amount equal to the Company’s ceded reserve for outstanding losses, losses incurred
but not yet reported, allocated loss adjustment expense, and unearned premium. The
Letter of Credit, or any replacement or renewal thereof, shall be in a form acceptable
to the Company and in compliance with the statutes and regulations of the
Cornmonwealth of Pennsylvania, for the purpose of securing the obligations of the
Reinsurer under this Agreement, provided that at no time shall the Reinsurer be
obligated to provide a Letter of Credit in conpection with any of the Programs which

at any point, to the Company for such

exceed the Reinsurer’s maximum liability.
Program, unless otherwise required by stare regulatory authorities. During the term
f such security may be adjusied by the Company t©©

of this Agreement, the amount 0
secure the obligations of the Reinsurer hereunder. If the Company deems such an
adjustment necessary, the Reinsurer will, within thirty (50) days of receipt of written
request by the Company, obtain and deliver an amendment to such Letier of Credit
or will obtain an excess Letter of Credit 1o cover the increased amount of such
security. If the Lewer of Credit terminates or expires for. any reason. while the

In connection with each Program,
irrevocable, evergreen Letter of C
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Agrezment. the Reinsurer shall. thirmy
o termination or expiration; deliver 10 the Company a substitute in

form acceptable to the Company which shall become effective
n the termination or expiration of the prior irrevocuble Letter of

Reinsurer remains liubie for losses under this

(30) days prior 1
an amount and
immediately upo

Credi.
ARTICLE 9

Jar amounts are expressed in terms of

his Agreement involving dol
ayments hereunder shall be made in

Al of the provisions of t
d are premium and loss p

United States dollars an
United States dollars.

ARTICLE 10

TAXES

The Company will be liable for state and local premin
Reinsurer hereunder.

m taxes on premiums reported to the

ARTICLE 11
REPORTS
e Company will report to the Reinsurer any information

It js understood and agfecd that th
which the Reinsurer may require {o prepare its Annual

Filings which is reasonably available to the Company.

Statement and other regulatory

ARTICLE 12

NOTICE OF LOSS AND LOSS SETTLEMENTS

tly of all clairms which in the opinion of the
evelopments on these claims

se the Reinsurer promp
he Rzinsurer, and of all subsequent d
n of the Reinsurer.

The Company will advi

Company may involve !

which may materially affect the positio
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s of the Company. if being understood.
d the Company will atford the Reinsurer an opportenity 1o
at the expense of the Reinsurer. in the defense of any
his reinsurance and that the Company will couperute
rol of such claim, suit or procezding. All seulements
including voluntary Compromise and
nditionally binding on the Reinsurer.

The Reinsurer agrees to abide by the loss settlement

however. that when so requeste
be associated with the Company,
claim or suit or proceeding involving t
nse or cont
nvolving this reinsurance,
Company, shall be unco

_in every respect in the defe
by the Company of claims i

Release, when made by the
The Reinsurer will pay its share of loss settlements in accordance with Article 7(3) of this

Agreement.
the Loss Limit set forth in each

This Agreement shall protect the Company, subject 10
Exhibit, where the loss includes any Exira Contractual Obligations for 100% of such Exira

Contractual Obligations. "Exra Contractual Objigations” are defined as those liabilities not
covered under any other provision of this Agreement and which arise from handling of any
claim on business covered hereunder, such liabilities arising because of, but not limited to,
the following: failure by the Company to settle within -the Policy limit, or by reason of
alleged or actual negligence, fraud or bad faith in rejecting an offer of setilement or in the
preparation of the Jefense or in the trial of amy action against its insured or in the

preparation Or prosecution of any appeal consequent upon such action.

ual Obligation is incurred by the Company shall be
he date of the original Loss Occurrence, and the
agraph shall separately apply to Extra
f the Company relating thereto.

The date on which any Extra Contract
deemed, in all circumstances, to be t
Reinsurer's Loss Limit referred to in the preceding par
Contractual Obligations and any other covered loss 0
incurred due to the fraud of

ctors or a corporate officer of the Company acting

lusion with any individual or corporation or any other
defense or setrement of any claim

However, this Article shall not apply where the loss has been

2 member of the Board of Dire
individually or collectively or in col
organization of party involved in. the presentation,

covered hereunder.
ny portion of loss designated as an Extra

rcent of expenses attributable to a
accordance with the other terms of this

One Hundred pe
ation in

Contractual Obligation will be subject to pror
Article.
ARTICLE 15

SALVAGE AND SUB ROGATION

subrogation or salvage recovery of receive reimbursement of 10ss
then such recovery: less all expenses incurred in effecting the
of officials and employees of the Company 1ot

Should the Company effect
subject to this Agreement,
recovery (excluding saiaries and expnses

Page 8 of 15
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classified as loss- adjusters) will be applied between the parties haviny interest in the loss in
the order inverse to that in which their respective Jiability artached.

or should tiie expense of making a recovery excezd

Should a recovery effect be unsuccessful,
Reinsurer shall share such expense in proportion

the recovery, then the Company and the
- to their interest in the loss.

ARTICLE 14

ERRORS AND OMISSIONS/SER VICE OF SUIT

pot be held to relieve either party
it hereunder if such delay, omission
omission or error is rectified upon

delay, omission or error shall

liability which would atrach to
providing such delay,

1. Any inadvertent
hereto from any
or error had not been made,

discovery.
y any amount claimed to be due

In the event of the faflure of the Reinsurer to pa
hereunder or to provide any Letter of Credit required under Amicle 8, the Rensurer
submmit to the jurisdiction of any court of cormpetent

shall, at the request of Company,

jurisdiction within the United States and shall comply with all requirements necessary
to give such Court jurisdiction; and all matters arising hereunder shall be determined
in accordance with the law and practice of such Court.

D

Service of process in such suit(s) against the Reinsurer may be made UpoOR
Dunnington, Bartholow & Miller, 666 Third Avenue, New York, New York 10017,
instituted against the

Attention: Richard E. O’Brien, Esq. and that in any suit
Reinsurer upon this Contr ide by the final decision of such

. Court or of any Appellate Court in the event of an appeal. The above-named are
authorized and directed to accept service of process on behalf of Reinsurer in any
such suit and/or upon the request of the Company to give 2 written undertaking to
the Company that they shall enter a general appearance upon Reinsurer’s behalf in
the event such suit shall be instituted. Further, pursuant to0 any statute of any State,
Territory, or District of the United States which makes provision therefore, Reinsurer
herein hereby designate the Superintendent, Commissioner, or Director of Insurance

or other officer specified for that purpose in the statte, or his successor Or succss:
sors in office as their truc and lawful artorney upon whom may be served any lawful
process in any action, suit, or proceeding instituted by or on behalf of the Company
or any bencficiary hereunder arising out of this Contract and hereby designate the
above-named Dunnington, Bartholow & Miller as the firm to whom the said officer
is authorized to mail such process o a true copy thereof.

SJ)

act, Reinsurer shall ab

3

Page 9 of 15

lic-mmil.ara




ARTICLE 13

A e

[NSPECTION

¢ Reinsurer at all reasonable times, and the
gh its avthorized representatives, all books,
with any reinsurance hereunder, or claims

all place at the disposal ol th
ave the right to inspecy, throu
fthe Company in connection

The Company sh
- Reinsurer shall h
records and papers 0
in connection herewith.

ARTICLE 16

INSOLYENCY : )
reinsurance under this Agreement shall be

In the event of the insolvency of the Company,
ability of the Company under Policy or

payable by the Reinsurer on the basis of the Wi
Policies reinsured without diminutjon becausé of the insolvency of the Company to the

Corppany of its liquidator, receiver, or statutoTy SUCCEsSOor, EXCEPt as provided by Section
r except where the Agreement specifically

4118(a) of the New York Insurance Law O
the event of the insalvency of the Company,

provides another payee of such reinsurance in
and where the Reinsurer with the consent of the direct insured or insureds has assurned such
Policy obligations of the Company 2s direct obligations of the Reinsurer to the payee under

such Policies and in substitution for the obligations of the Company 10 such payess.

receiver ar statutary Successor of the insolvent
surer of the pendency of a claim against the
od within a reasonable time after such
during the pendency of such claim the
at its own expense, in the proceeding

1t is agreed, however, that the liquidator or
Company shall give written notice to the Rein
insolvent Company on the Policy or Policies rejnsur
claim is filed in the insolvency proceeding and that

Reipsurer may investigate such claim and interpose,
where such clairn is 10 be adjudicatcd, any defense or defenses which it may deem available

to the Company or its liquidator or recejver or statutory Successor. The expense thus
incurred by the Reinsurer shall be chargeable, subject to court approval, against the
insolvent Company as part of the expense of liquidation to the extent of a propartionate
share of the benefit which may accrue to the Company .solely as 2 result of the defense

undertaken by the Reinsurer.

the same claim and a majority in interest
se shall be apportioned in accordance with
had been incurred by the insolvent

re Reinsurers are invalved in
h claim the expen
hough such expense

Where hwo Or mo
elect to interpose defense to suc
the terms of this Agreement as t

Company.
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a receiver be appointed the Reinsurer
due or may become due tQ the
hich are due to the Reinsurer by
yable at a fixed or stated
d to be otfset under

Should the Company 80 into liquidation or should
<hall be entitled 1o deduct from any sums which may be

Company under this Reinsurance Agreement, any SUMMs W
the Company under this Reinsurance Agreement and which are pa
date, as well as any other sums due the Reinsurer which are permitte

~applicable law.

ARTICLE 17

ARBITRATION

any irreconcilable dispute

dent to any right of action hereunder,
¢ decision 10 a board of

o this Agreement will be submitted fo
f two arbitrators and an umpire.

As a condition prece
between the parties t
arbitration compased O

a1l be initiated by the delivery ©
he other within a reasonable time aft

f a written notice of demand for arbitrzition

Arbitration sh
er the dispute has arisen.

by one party to t
retred disinterested officers of

's London, not under control

The members of the board of arbitration shall be actve or
Each perty shall appoint its

insurance Or reinsurance companies 0t Underwriters at Lloyd

of or a former officer of either party to this Agreement. .
arbitrator and the two arbitrators shall choose an umpire before instiruting the hearing.

the respondent fails 10 appoint its arbitrator within four weeks after being requested t0 do
so by the claimant, the )atter shall also appoint the second arbitrator. 1f the two arbitrators

£ail to agree upon the appointment of an urapire within four weeks after their pominations,
f whom the other shall decline two, and the decision shall

each of them shall name three, O
be made be the then current President of .thc Reinsurance Association of America.

The claimant shall submit its pre-hearing brief within 45 days from appointment of the
umpire. The respondent shall submit its brief within 45 days thereafter and the claimant

may submit 2 reply brief within 30 days after filing of the respondent’s brief.

d to the custom and usage of the insurance and
ting based upon 2 hearing in

make its decision with regar
Jes of evidence but in which

The board shall issne its decision in wri

be introduced without following strict Tu
ttal shall be allowed. The board shall make its decision within

n of the hearing upless the parties consent t0 an extension.

oard shall be final and binding upon all parties to the
n the award of the board in any court having

The board shall
. reinsurance business.
which evidence may
cross-examinations and rebu
60 days following the terminatio
The majority decision of the D
' proceeding. Judgement may be entered upo

jurisdiction.
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~ather than joint

hon one Reinsurer is involved in the same dispute, all such reinsurers shall

for the purpose -of this clause, and communications shall be
of the Reinsurers constituting the one party, provided,
he rights of such Reinsurers o assert several,
d as changing the liability of the
If more than one

the arbitrators

[f more t
constitule and act as one party
made by the Company =0 each
however, thal pothing terein shall impair t

defenses or claims, nor be construe
Reinsurers under the &7ms of this Agreement from several to joint
Reinsurer is involved in .=a arbitration as respondent, the time for appointing
will be extezded 1o siX wazks.
Each party shall bear th2 expense af its O¥D arbitrator and shall jointly and equally bear
with the oter party the expense of the umpire. The remaining costs of the arbitration

proceedings shall be allceated by the board.

ARTICLE 18
CONDITIONS
1 This Agre=men: shall &2 governed by and construed according to the laws of the

Cozmonwealth ¢ Pennsylvamia.

changed or modified except by an

—ay nct be released, discharged,
ntative of all of the Partes.

2 This Agre2ment
bv a duly authorized represe

inscument in wriEng
3 All zotices, TEqUESTS, demands or other communications made hereunder shall be in
wrizng and sha® be da=med duly given on the date of receipt when personally
depvered o sen: Dy teleX, facsimile transmission, overnight courjer or registered or
cer=3ed mall, pcsiage pre-paid and return receipt requested, to the persons and
adc-zsses set foh below, or 19 such other address or person as either party may

hereafter designzied BY potice to the other party:
I to the Company, then to:

Legion Insurance Company
One Liberty Place, Suite 2200
1650 Market Street
Philadelphia, PA 19103
Artention: Andrew S. Walsh
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If 10 the Reinsurers:

Murual Indemnity Lid.
Murual Indesinity (Us) rd

Mutual Indemaity (Barpados) Lid.

44 Canrch Sueet
PO, Bar 2064

Hamilton, Bermuda
Atrenmaon: Pay] Watson

TN WITNEES WIAEREQF, e E
of tbe dates =3t forth below.

In Hamilton, Bermuda,
rhu{[af‘f'» day of Decembr S

MUTUAL INDEMNITY LTD.

L e S8R

BY: ...—_.__-—..

1n Hamiiton ermudz,
this fo- day =% < DectmMa1991.

MUTUAI, INPEMNITY (US) LTD.

s i
In Hamilton, Bermuda,

.35 i - day ‘of e amyas9l.

LNIJILl“ruul r
{BARBAD%) LTD. .

LA NNk

By

fic-mil.ara

.artics horeto have dgred

this Reinsurance Agroement ad

In P‘nﬂadelpma, Pennsylvania,
this 164 day of Decunbe 1991.

LEGION NSURANCE COMPANY
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EXHIBIT XXX-XXX-95
TO REINSURANCE TREATY NO. 103
| BETWEEN
LEGION INSURANCE COMPANY ("COMPANY")
AND

MUTUAL INDEMNITY LTD.
MUTUAL INDEMNITY (BARBADOS) LTD.
MUTUAL INDEMNITY (BERMUDA) LTD.

AND _
MUTUAL INDEMNITY (US) LTD.
(“REINSURER")

This Exhibit shall be between Legion Insurance Company and Mutual Indemnity (Bermuda)
Lid., to be effective and shall be subject to all terms and conditions of the

Reinsurance Agreement (the * Agreement”) to which it is attached.

The Reinsurer shall be liable to the Company under terms and conditions of this Agrezment

for the following:

COVERAGES: Workers’ Compensation and Employer’s Liability

WC1 XXX XXX

POLICY NUMBERS:
SOOI OOOOOO XX XX

PROGRAM:

TERM: X/NXIXX 1o XIXX/XX

LOSS LIMIT

$250,000 per occurrence plus proportional

All states except Mimnesota -
aljocated loss adjustment cxpense

Minnesota - $250,000 per occurrence plus 100% of
: allocated loss adjustment expense-+

Master-Guaranteed  Cost -95 Page 1 of 2




+ The Joss limit for losses occurring in Minnesota shall be adjusted effective January 1,
o the retention chosen by the Company under its

1996 for losses occurring after that date t
reinsurance agreement with the Minnesota Workers” Compensation Reinsurance Association.

ANNUAL AGGREGATE RETENTION

The Annual Aggregate Retention referred to in Article 3 of the Agreement shall be XX.X%

of Gross Written Premium.

REINSURER'S MAXIMUM LIMIT OF LIABILITY

The Reinsurer's maximum aggregate liability for the term for all items including but not
limited to Net losses or Ultimate Net Losses, Allocated Claims Expense and punitive or
exemplary damages is limited to an amount equal to XX.XX% of the Gross Written

Premium of the Program.

REINSURER’S PREMIUM

Reinsurer’s Premium shall equal XX.XXX% of Gross Written Premium to the Program.

CEDING COMMISSION

The Reinsurer shall allow the Company 2 commission equal to XX.XXX% of Gross Written
Premium. This ceding commission includes an estimated percentage of taxes, licenses, fees,

assessrnents, guaranty funds, assigned risk pool charges, and unallocated claims expenses not
paid by Insured which shall be adjusted pursbant 10 Article 6(5) of the Agreement to cover

actnal expenses by the Company for such items.

N WITNESS WHEREOF, the parties have set their hand:

At Hamilton, Bermuda, At Philadelphia, Pennsylvania

On the day of - On the day of ,
1995 1995
MUTUAL INDEMNITY (BERMUDA) LEGION INSURANCE COMPANY
LTD. : ‘
By: _ By:

Paul Watson ' Allen G. Barry, Il

President Vice President

Masier-Guaranteed  Cost -95 Page 2 of 2
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AMENDMENT

This Amendment is made to a0 aggregate excess of loss reinsurance agreement (the
by and between 1LEGION

"Agreement”) dated as of January 1, 1991, as amended,

INSURANCE COMPANY ("LEGION") on the one part and Mutual Indemnity, Lid.,
Mutual Indemnity (Barbados) Ltd. and Mutual Indemnity (US) Lid. (colectively referred
to as the "Reinsurers’) on the other part.

In Consideration of the mutual promises contained herein, and intending to be legally

bound hereby, the parties agree to amend the Agreement as follow:

/Paid Loss Deposit Fund is amended as follows:

1. Article 8, Reconciliation
of the section shall read: "Within 30 days after the end of
shall provide monthly loss statements to the
f Josses paid during that reporting period.”

a. The first sentence ]
each calendar month Legion
Reinsurer for the settlement O

IN WITNESS WHEREOF, the parties bereto have executed this Amendment as of the
dates set forth abave.

At Philadelphia, Pe/nnsy]vania At Hamnilton, Bermuda

on the 7“day of Hrwit 1992 on the 77 day of Doer 1992

LEGION INSURANCE COMPANY MUTUAL INDEMNITY (US) LTD.

LA, o A S

By:
"7 Glemn R Partn'dgc\) Paul Watson

Senior Vice Presiden ) President

‘At Hamilton, Bermuda At Hamilton, Berguuda ,

on the‘? day of M , 1992 on the 7day Ofr&_c, , 1992

MUTUAL INDEMNITY LTD. MUTUAL INDEMNITY

[Z\)\ (BARBADOS) LTD.

i L NN

Paun] Watson By, - ;
Paul Watson

President
President
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AMENDMENT

This Amendment is made to & reinsurance agreement (the "Agreement”) dated as of Jamuary 1, 1991,
as amended, by and between LEGION INSURANCE COMPANY (*LEGION™) op the one parl and Mutual
Ipdemnity, Lid., Mutal Indempity (Barbados) Ltd. and Mutual Indemnity (US) Lid. {collectively referred to

as the "Reinsurers™) on the other part.

In Coosideration of the mutual promises contained herein, znd intending to be legally bound bereby,
the parties agrez lo amend the Agresment as follow:

A new ARTICLE 3-A is added and shall read as follows:

ADDITIONAL LIMITS OF LIABILITY

A

-

In addition to the ‘amonot by which the aggregale Ultimate Ne! Losses in any one Account
Year exceed the Annual Aggregate Retention set forth in each of the Program Exhibits to
this Agreement, up to bul nal exceeding the maximum limit of liability as respects Ultimate
Net Loss any one Account Year for the aggregate retention within each program, as set forth
in the Program's Exhibil, the Reinsurers will also be lizble for Reinsurers’ Additional
Liability, which for any program shall be the arpount by which the Ultimate Net Loss exceeds:

1. The maximnm aggregate limit of lisbility set forth in each Exhibit, plus

2. $5,000,000.

The Reinsurer’s Additional Liability combined under this Agreement and lhe reinsurance
agreemeni between the parties dated Jannary 1, 1988,as amended, shall not exceed $5,000,000
Ultimate Net Loss any one program, $10,000,000Ultimate Net Loss in the aggregate for all

programs, any one underwriling year,

Effectjve Date - As respects Legiop Insurmnce Company, Mutual Iedemnity Ltd,, Mutual Indemnity
(Barbados) Lld. and Mutual Indemnity (US) Lid., this Amendment shall be effective as of Jaguary 1, 1991,

IN WITNESS WHEREOF, the parties hereto bave executed this Amendment as of the dates set forth above,

Al Hamilton, Bermuda

on thedbTHay of danursy , 1993

Al Philadelphia, Pennsylvania
: on lhe d day of Cﬁb , 1993
\

LEGION INSURANCE COMPANY

L A | i r:/\
By: "‘/ / 1 \“, ) . By: \{M (‘kku@i,{{\

Glean R.'Partridge
Sentor Vice President

MUTUAL INDEMNITY LTD.
A \

Paul Watson
President




Al Bamilton, Bermuda
on the Aay ofrZﬁb , 1993
MUTUAL INDEMNITY (US) LTD.

b5

Paul Watson
President

At Hamilton, Bermuda
on the ) dayof{j , 1993

MUTUA.L ‘/TDEMNITY ARBADOS) LID.

14,

Paul Watson
President




Legion Insurance Company (In Liquidation)
Villanova Insurance Company (In Liguidation)

Listing of Commuted Accounts with Mutual indemnity (U.S.), LTD

[Agency:Codes] .= “AcconntName’ & —[:Share'Series] . iAccount Type - |Legion:Company]
149202 .PROMETHEUS REAL EST B4 Guar Cost & Large Ded ~ Both LIC/VIC
103701 "CECORR, INC. M3 Guar Cost & Large Ded Legion
110103 ~ BRASWELL ENTERPRISES V3 Guar Cost & Large Ded Legion
110701 SIERRA PINE N3 Guar Cost & Large Ded Legion
116601  BUCCANEERS LIMITED Q3 Guar Cost & Large Ded Legion
116603  BUCCANEERS LIMITED Q3 Guar Cosl & Large Ded Legion
116604  BUCCANEERS LIMITED Q3 Guar Cost & Large Ded Legion
138901  -FINE HOST CORP T3 -Guar Cost & Large Ded Legion
138902  :FINE HOST CORP T3 Guar Cost & Large Ded Legion
138903  iFINE HOST CORP ) T3 *Guar Cost & Large Ded Legion
148701 :AMERlCA SERVICE GRP C4 Guar Cost & Large Ded Legion
148702  AMERICA SERVICE GRP C4 -Guar Cost & Large Ded Legion
149201  :PROMETHEUS REALEST B4 :Guar Cost & Large Ded Legion
151101 -KING'S HAWAIIAN E4  GuarCost & Large Ded Legion
1561901  :HRN SERVICES G4 GuarCost ELarge Ded Legion
151802 ‘HRN SERVICES . G4 iGuar Cost & Large Ded . lLegion
158401 "FOUNTAINS CONTINUUM M4 '-_Guarp_c.)s! '&Large Ded Legion
158601 INTEGRATED AIRLINE 14 iGuarCost & Large I Ded  Legion
427012 _AMERICAN HEALTH CTRS v ‘Guar Cost & Large Ded ; Legion

427013 T AMERICAN HEALTH CTRS F4 ‘Guar Cost & Large Ded _Legion
427098 AMERICAN HEALTH CTRS v Guar Cosl & Large Ded Legion
427108 . AMERICAN HEALTH CTRS V  .Guar Cost & Large Ded Legion
427432 _:AMERICAN HEALTH ¢ CTRS V - -Guar Cost & Large Ded Legion
427543~ AMERICAN HEALTH CTRS v “iGuar Cost & Large Ded Legion
427654  AMERICAN HEALTH CENT vV “Guar Cost & Large Ded Legion
427765 . AMERICAN HEALTH CENT vV iGuar Cost & Large Ded. _Legion
427876 AMERICAN HEALTH CENT v “Guar Cost & Large Ded I ~ TLegion
427987 -AMERICAN HEALTH CENT V. iGuar Cost & Large | Ded Legion

1445337 JACK B. KELLEY ~ . H Guar Cost & Large Ded  Legion

‘445443 ' JACKBKELLEY = "H ' GuarCost & Large Ded - |  Legion

445554 TJACKB, KELLEY _H "iGuar Cost & Large Ded Legion

" 445665 JACKEB. KELLEY = L ' H ' _Guar Cost & Large Ded Legion
" 445776 JACKB.KELLEY L " H ~_7:Guar Cost & Large Ded .  Legion
445887 TJACKB.KELLEY o H ™ iGuar Cost & Large Ded Legion
450332 HEALTHCAREINTL . M... -Guar Cost & Large Ded Legion
460443 :HEALTHCARE. INTL M :GuarCost& LargeDed ,  Legion

473232 iGOLDEN CORRAL R (uar Cost & Large Ded” Legion
476232 ~ ‘MERCHANTS METAL PROD G iGuarCost & Large Ded Legion
478343 .MERCHANTS METAL PROD G ".Guar Cost & Large Ded - Legion

476454 ' MERCHANTS METAL PROD G ‘iGuar Cost & Large Ded - Legion
517010 . HOWARDE BAER S  “GuarCost&Llarge Ded Legion

517132 -HOWARD BAER ™ 8 :Guar Cost & Large Ded ~ Legion

. 517243  “HOWARD BAER 8 Guar Cost & Large Ded .~ Legion
517798 'HOWARD BAER S -Guar Cost & Large Ded ' Legion
517809 ' *HOWARD BAER S " Guar Cost & Large Ded - Legion
522132 -CONTICO T Guar Cost & Large Ded Legion
5622243 .CONTICO T Guar Cost & Large Ded Legion
553132  HOWELL CORP Y Guar Cost & Large Ded Legion
557009  LETICA CORP Z Guar Cost & Large Ded Legion
557010  LETICA CORP Z  Guar Cost & Large Ded Legion




557132
557243
567354
557465
557576
557687
557798
557809
560008
560009
560010
560587
560698
560709
588008
588009
588010
588365
588476
588587
588698

586705
597143

597254

" 503008

603009
603143
603254

603365 -
603476

603587

‘603698

603709

636153

636264

h 655154'_
671154

671265.
671376
671487
687154
689265

689376

722165

T 12276
722387
722498

740165
740276
740387
740498
740509
742165
742276
742387

773165

LETICA CORP
LETICA CORP
LETICA CORP
LETICA CORP
LETICA CORP
LETICA CORP
LETICA CORP
LETICA CORP
‘CONS PERS
CONS PERS

CONS PERS
.CONS PERS
.CONS PERS
CONS PERS "
MEDIA SERVICES
‘MEDIA SERVICES
'MEDIA SERVICES
iMEDIA SERVICES
MEDIA SERVICES
'MEDIA SERVICES
:MEDIA SERVICES

_:MEDIA SERVICES
‘EVEON INDUSTRIES

‘EVCON INDUSTRIES
IPASCHALL TRUCK -
PASCHALL TRUGK =
‘PASCHALL TRUCK
:PASCHALL TRUCK

SPASCHALLTRUCK " 77
:PASCHALL TRUCK

PASCHALL TRUCK
\BASCHALL TRUCK
_IFOR BETTER LIVING
SFORBETTER LIVING
{MABRUDER & SONS
{PETSMART
CPETSMART
CPETSMART

IPETSMART

TOWERAR =
iCHAIS - BRIM
iCHAIS - BRIM
"'LABOR READY
"LABOR READY
‘LABOR READY
:LABOR READY

-SAN FRAN GIANTS
'SAN FRAN GIANTS
‘SAN FRAN GIANTS

SAN FRAN GIANTS

.SAN FRAN GIANTS
"PAUL ARPIN VAN LINES
"PAUL ARPIN VAN LINES

PAUL ARPIN VAN LINES
AMERICAN ALUMINUM

SR
F2.

NNNNNNNN

L3
L3
L3
L3
L3
L3

-35335355

c2
c2
F2
F2
F2

F2

F2 -

F2
K2

N2
N2

N2

N2

.02
.B3

. B3
T2

T2
R3

R3

U2
uz
U2
u2.
uz

V2
V2
A3

t

Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded
-Guar Cost & Large Ded
-Guar Cost & Large Ded
‘Guar Cost & Large Ded
.Guar Cost & Large Ded
-Guar Cost & Large Ded
:Guar Cost & Large Ded
"Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded
-Guar Cost & Large Ded
Guar Cost & Large Ded
‘Guar Cost & Large Ded
‘Guar Cost & Large Ded
'Guar Cost & Large Ded
:Guar Cost & Large Ded

Guar Cost & Large Ded

.Guar Cost & Large Ded
-Guar Cost & Large Ded
-Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded
iGuar Cost & Large Ded

" iGuar Cost & Large Ded ,

-Guar Cost & Large Ded
‘Guar Cost & Large Ded
:Guar Cost & Large Ded

‘Guar Cost & Large Ded’

-Guar Cost & Large Ded
:Guar Cost & Large Ded
Guar Cost & Large Ded

_ Guar Cost & Large Ded’ ‘
Guar Cost & Large Ded -
Guar Cost & Large Ded -

_iGuar Cost & Large Ded ~
" “Guar Cost & Large Ded
Guar Cost & Large Ded

-Guar Cost & Large Ded
:Guar Cost & Large Ded

*Guar Cost & Large Ded

Guar Cost & Large Ded

Guar Cost & Large Ded )

:Guar Cost & Large Ded

_:Guar Cost & Large Ded "
‘Guar Cost & Large Ded

-Guar Cost & Large Ded

-Guar Cost & Large Ded

Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded

Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion

. Legion

Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion

Legion -

_Legion
“Legion
Legion

Legion
Legion
Legion
Legion
Legion
Legion
Legion

Legion
Legion

Legion
Legion
Legion
Legnon
Leglon
Legion
Legion
Legion

" Legion
Legion.

Legion
Legion
Legion
Legion
Legion
Legion
Legion




843176
843287
843397
848176
B48287
857176
112001
156801
426189
426210
427189
427290
427321
428432
428543
437189
437210
437331

437442
437553,
437664
438189
438210
438331

443554

445221

460221

473121

476121

483121
494121

495121

504121

517008

579143

579254
579365
579476

579567
579658
775165

834267

151102

" 154601

PARESTAURANT
_'PARESTAURANT
"IPARESTAURANT

.PARESTAURANT

HAVATAMPA, INC
HAVATAMPA, INC
HAVATAMPA, INC
NY METS

- NY METS

MSA INDUSTRIES

DIAMOND PRODUCTS CO

'MESILLA VALLEY TRANS

"NORTH COAST BLDRS

NORTH COAST BLDRS

AMERICAN HEALTH CTRS

AMERICAN HEALTH CTRS

AMERICAN HEALTH CTRS
AG AGENCY

AG AGENCY

MCANALLY

‘MCANALLY

MCANALLY

":MCANALLY

:MCANALLY
‘MCANALLY

LATHAM LUMBER

LATHAM LUMBER
‘LATHAM LUMBER
‘REGENCY HEALTH

.JACK B. KELLEY
‘HEALTHCARE INTL
-GOLDEN CORRAL
:MERCRHANTS METAL PROD

" .REEF INDUSTRIES
_C.ROANTHONY =~
YHELENA'LABS
"PIONEER

‘HOWARD BAER

'PA RESTAURANT
'PARESTAURANT

'EMI ENTERPRISES Ny
'TAEGO REFRIDGERATION
KING'S HAWATIAN ™7~

SUNSHINE COMMUNICATI

O o
NN Ng

F3
F3
03

G3.

G3
13

. F3
K4

§OOOWWWmmmg§<<<>>

3

;m:O"U.Z “OMEZ I

B2

B2
c3

E3

“Ex

J4

Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cosl & Large Ded
Guar Cost & Large Ded
Guar Cost & Large Ded
Guar Cost Only

Guar Cost Only

-Guar Cost Only

Guar Cost Only

Guar Cost Only

Guar Cost Only

Guar Cost Only

Guar Cost Only

Guar Cost Only

Guar Cost Only

:Guar Cost Only

.Guar Cost Only

".Guar Cost Only

Guar Cost Only

" Guar Cost Only

:Guar Cost Only

‘Guar Cost OnIy

.Guar Cost Only

:Guar Cost Only

Guar Cost Only

":Guar Cost Only

Guar Cost Only

Guar Cost Onty

Guar Cost Only

:Guar Cost Only
Guar Cost Only

Guar Cost Only

Guar Cost Only

:Guar Gost Only
Guar Cost  Only

' : :Guar Cost Only

Guar Cost Only
-Guar Cost Only i
" Guar Cost Only
Guar Cost Only
Guar Cost Only

Guar Cost & Large Ded _
‘Guar Cost & Large Ded

Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
legion
Legion
Legion
Legion
Legion

_ Legion

Leglon
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion
Legion

~ Legion

Leglon .
Legion
Legion

~ Legion

Legion
Legion
Legion
Legion
Leglon
Legion

" Villanova

Viilianova




Legion Insurance Company (In Liquidation)

Villanova Insurance Company (In Liquidation)
Commutation Summary with Mutual Indemnity (U.S.), LTD

Legion Villanova Total
Expected Ultimate Losses 2,301,334 1,047 2,302,381
Discount of Reserves (421,609) 0 (421,609)

Commutation Value 1,879,725 1,047 1,880,771




Treaty. 102
REINSURANCE AGREEMENT

ladelphia,

REINSURANCE CONTRACT between LEGION INSURANCE COMPANY, Phi
LTD., of

Pennsylvamia (hereinafier called the *Company*) and MUTUAL INDEMNITY (US),
Hamilion, Bermuda (hereinafier called the "Reindurer™).

BY TEUS AGREEMENT the Company agrees 1o cede and the Reinsurer aprees 1o accopl 4 portion of
the Company's liability provided by the Company's policies as specified in the Exhibils attached 1o this
Agreement, subject (o the following terms and conditions:

ARTICLE 1 - TERM

. This Agreement shall take effect as of 12:01 am. Standard Time on Oclober 1, 1989 (hereinafter called
the "Effective Date”) al the place of the issuance of the policies, and shall remain in force thereafter

until terminated as provided in Article IX.

-

ARTICLE Tl - DEFINITIONS

For the purposes of this Agreement, the following terms shall have these meanings:

policy number(s) as set forth in the various Exhibits attached to this
binder extension or renewal thereof and endorsement or ajteration thereto
t=d in each of the Exhibits attached 10 this Agreement.

L *Policy* - Company
Agreement, and any
issued to these named insureds designa

2 “Incurred Losses” - All Paid Losses, plus case reserves for Outstanding Losses and a veserve for
Josses 2nd expenses incurred but not reporied ('IBNR") under the Policy as estimated by the

Company.
3. *Paid Losses” - Claims under the Policy paid by the Company, plus all Allocaled Claims
Expense paid by the Company in connection with the.Policy, whether or not relaied to claims
paid.
*Outstanding Losses* - Loss payments and Allocated Claims Expenses not yet paid on claims
reported to the Company: in connection with the Policy.

*Allocated Claims Expense” - Such claims expenses that the Company, under its accounting
practices, directly allocated to a particular claim. Such expenses include, but are nol limited to
attorney’s fees for claims in suit, court costs, and related costs such as filing fees, and ihe costs
of-medical examinalion, expert medical or other teslimony, laboratory services and x-rays, ’
autopsies, stenographic services, witnesses and suUMMONSES apd copies of documents; but shail
not inciude the salaries and traveling expenses of the Company’s employees and the Company's

overhead.

6. Other terms used in this agreement shall have the definition first appearing in the Insurance
Code of the Commonwealth of Pennsylvania, the NAIC Examiners Handbook, NAIC Account-
ina Practices and Procedures Manual for Fire and Casuzlty Insurance Companies and the Rein-

Glossary of Reinsurance Terms.

surance Association of Americy,




ARTICLE 11T - REINSURTR’S LIABILITY

1

Reinsurer shall be lable for Josses as sel forth in the Exhibits attached herelo and made a

part hereof.

ARTICLE TV - LOSS SETTI.EMENTS

1

While the Reinsurer does nol undertake to investigate or defend claims or soils under the
Policy, it shall where permilied by law, have the right and opportunity to associate at iis own
expense, with the Company and its representatives in the defense of any claim, suit or
proceeding involving this reinsurance. Except as otherwise specifically pravided for herein, the
Reinsurer's liability shall [ollow that of the Company under the Policy.  All settlements by the
Company of claims involving this rcinsurance, including voluntary Compromise and Release,
when made by the Company, shall be unconditionally binding on (he Reinsurer and Guarantor.

The Company shall furnish the Reinsurer a copy of the Policy and all endorsements thereto
which in any manner affect this Agreement and shall make available for inspection to the
Reinsurer, at reasonable times, any of its records relating to this reinsurance or claims in

connection therewith.

The Company will pay or credit the Reinsurer up to the amount of the Reinsurer's inierest for
amounts atiribulable 10 reimbursement or indemnity obtained or recovery made by the
Company relating 1o the Policy, after deducling the actual cost (excluding Company salaries and

office expenses) of obtaining such indemnity or reimbursement or making such recovery, and
after the Compuny has been reimbursed up to the amount of its interest.

ARTICLE V - PAID LOSS DEPQSIT TUND

The Company will, with Reinsurancs Premium witbheld pursuant 1o Article VI, and supple-
mented by funds 1o be provided by the Reinsurer as required, establish and maintain 8 Paid
Loss Deposit Fund, the purpose of which is to provide a source of funds for payment of
Reinsurer's liability under this Agreement, The initially required Jevel of the Paid Loss
Deposit Fund shall be the amount specified in cach Exhibit attached to this Agreement. The
Company and Reinsurer agree, if necessary, 1o adjusi the required level of the Paid Loss
Deposit Fund monthly in order to maintain the Paid Loss Deposit Fund at a level equal to
iwo (2) months’ average Paid Losses. Average Paid Losses shall be mutually determined and

agreed upon by the parties.

ARTICLE V] - PREMIUM

L

The premium for this reinsurance shall be as sel forth in the Exhibits attached to this
Agreement (hereinafier the "Reinsurance Premium®).
Subject 1o the provisions of this Article, paragraphs 5 through 9, below, Reinsurance Preminm

shall be payable to the Reinsurer within ‘the time specified in ARTICLE VII. The amounts
owed by the parties to cach other shall be reconciled as provided in paragraph 3 immediately

below. .




. a.

The Reinsurance Premium payable lo the Reinsurer shall be reconciled against that portion of
the Reinsurer's liability under each Exhibit attached to this Agreement represented by Paid
Losses 10 the extent that such ilems were not previously reconciled under this Agreement:

The amount of the initially required level of the Paid Loss Deposit Fund;

(2)

(b) The amouni necessary [o establish or maintain any adjusied required level of the Paid
Loss Deposit Fund; and

© Thai portion of the Reinsurer's liability under each Exhibit aitached 10 this Agrecment

represenied by Paid Losses,

1t is understood that from time to time the Reinsurer may, but shall not be obligated to, make
Reinsurance Premivm refunds 1o the Company based upon the Reinsurer's experience under
each Exhibll. Any such Reinsurance Premium refunds paid to the Company will be applied by
the Company to the vse and benefil of the named insured stated in the Exhibits as. participat-
ing in the insurance program subject to this Agreement.

The Company and the Reinsurer agree that the Reinsurance Prcm;um shall be withheld as
received by the Company as securily for the performance of the obligations of the Reinsurer

hereunder, subject to the provisions of Arlicle VI, below.

For esch program as sel forth in the exhibits attached herelo, as premium is received by the
Company, the Company shall internally allocate assels with a net admitted asset value on such
date of recejpt of such premium equal to the applicable Reinsurapce Premivm withheld, and
shall allocate investment income earned on such allocated assets o the Reinsurer. All such
investmenl income shall be held by the Company and reinvesied for the benefit of the
Reinsurer. * Any investment income allocaled to the Reinsurer pursuant to the provisions of*

this Article shall be offsel against any other obligations of the Reinsurer.

The Company and the Reinsurer agree that the Reinsurance Premium withheld under this
Agreement is held subject ro withdrawa] by and under the control of the Company. However,
the Company or its successors in interest shall be entitled to utilize the Reinsorance Premium

wilhheld only for one or more of the following purposes:

To reimburse itself for unearned preminms returned to owners of Policles reinsured

' under this Agreement on account of cancellations or terminations of such Policies;
b. To reimburse itself for Pajd Losses, as defined in Article 11, under the terms of the
Policies reinsured under this Agreement;
c To reimburse jisell for any other amounits cleimed 10 be doe under this Agreement
d Upon 1ermination of this Agreement, 1o establish reserves for Outstanding Losses and

IBNR.

Should any of the amounts withheld by the Company be in excess of the actual amounts
required 1o meet the obligations of the Reinsurer under "2% "b", or "c* above, in addition to
meet the Reinsurer's obligations for Ouistanding Losses and IBNR, then such excess amounts
and amounts not due the Company under the terms of this Agreement shall be periodically
ransferred and assigned or other wise released to the Reinsurer. Should the amounts withheld

’

3




10.

by the Company be insulficient 10 meel the obligations of 1he Reinsurer under "a", "b" or “c"

above, plus the Reinsurer’s obligations for Outstanding Losses and IBNR, then the Reinsurer
shall supplement the amounts withheld by the Company, upon demand by the Company, with a
Letter of Credit as set forth in Arnticle VIII, below, in an amount sufficient to meet such

obligations.

1 withheld pursuant 10 this

ate any or gll of the Reinsurance Premiun
f the

The Company may, alloc
Deposit Fund described in Article V, al the sole discretion 0

Article 10 the Paid Loss
Company.

All of the foregoing sha)l be applied without diminution because of the insolvency of either the

Company or the Reinsurer.

ARTICLE VI - RECONCILIATION

L

2!

Within thirty (30) days after the end of each calendar montl, the Company will issue 2
Reconciliation Statement reflecting:

a a reserve for uncarned premiui,
b. Paid Losses, as defined in Article IT;

c a reserve for OQuistanding Losses;

d. a reserve Yor IBNR;

e any other amounts ctaimed to be dve under this agreement.
he Reinsurer owes money to the Company, the
thin the time required by this Agrecment, Of if not
otherwise specified, within 20 days after the receipt of the Reconciliation Stalement. If the
result of any such reconciliation is that the Company owes money 10 the Reinsurer the

wed ai the time the Reconciliation Statement is issued

Company will allocate the amount so 0
in accordance with the provisions of Article VI, paragraphs 5 through 5, above. All payments

hereunder shall be made in Unlied Stales corrency.

If the result.of the recopciliation is thal L
Reinsurer will pay the amount so owed wi

agree that the Reinsurer’s liability hereunder will cxtend

wms under the Policy, and possibly beyond
and that in such an event the reconcili-
lisbility to the Compauy, if any.

The parties hereto recognize and
beyond the time that the Company is receiving premi
the expiration date of the Policy and this Agreement;
ations may involve only a computation of the Reinsurer's

ARTICLE VIII - LETTER OF CREDIT

1

Any Lener of Credit required 1o be provided by Reinsurer under Article Skx, Section Eight,
above, shall be a clean irrevocable Letler of Credit from # U.S. Bank which is a member of
the Federa) Reserve System.  Amy such Letter of Credit shall be in a form acceptable 1o the
Company ant in compliance with the statutes and regulations of the Commonwealth of
Pennsylvania, for the purpose of securing the obligations of the Reinsurer hereunder, providing

4




that a1 no lime shall the Reinsurer be obligated 1o provide a Letter of Credit in connection
with any of the Exhibits hereto which, when taken together with the Reinsuranee Premium
withheld and investment income earned in connection with such Exhibit, exceeds the Rein-
surer'’s maximum liability, at any point, to the Company. Durinp the term of this Agreemen,
the amount of such security may be sdjusted by the Company lo secure the obligations of the
Reinsurer hercunder. If the Company deems such an adjustment necessary, the Reinsvrer will,
within thirty (30)) days of receipt of wrilten request by the Company, obtzin and deliver an
amendment to such Letter of Credil or will obtain an excess Letter of Credit to cover the
increased amoun! of such Letter of Credit, I the said Letter of Credit terminates or cxpires
for any reason (other than for ferminalion of the Reinsurer’s obligalions under this Agree-
ment), Reinsurer will, thirty (30) days prior to termination or expiration, deliver to the
Company 2 substitule in an amount and form acceptable to the Company which will become
effective immedialely upon the \ermination or expiration of the prior irrevocable Letier of

Credit,

ARTICLE IX - ARBITRATION

L

Any dispuie arising out of this Agreement shall be submitted to the decision of & Boasd of
Arbitralion composed of two (2) arbitrators and an umpire, meeting in Philadelphia, Pennsyl-
vinis unless otherwise agreed by the Company and the Reinsurer.Arbitration in accordanca
with this Article is 4 condition precedent 10 institution of an aclion to resolve disputes under

this Agreement.

The members of the Board of Arbliration shall be active or retired disinterested officers,
directors or munagerial employees of insurance or reinsurance companies. Each party shall

“appoint its arbitrator and the two arbitrators shall choose an umpire before instituting the

hearing, If the respondent fails Lo appoint its arbitrator within sixty (60) days after being
requested to do so by the claimant, the latier shall also appoint the second arbitrator. If the
two arbitrators fafl to agree upon the appointment of an umpire within four (4) weeks after
their nominations, each of them shall name three (3) of whom the other shall decline two (2).
The two (2) remaining names shall be submitted to the then current President of the
Reinsurance Association of America, who shall pick the umpire from those names.

The claimant shall submit its initia] briel within twenty (20) days from appointment of the
nmpire. The respondent shall submit its brief within twenty (20) days thereafter and the
claimant may submit a reply brief within ten (10) days after filing of the respondent’s brief.

The Board shall make an award with regard to the custom and usage of the insurance business.
The Board shall issue its award in wriling based upon a hearing in which evidence may be
introduced without following strict rules of evidence but in which cross examination and
rebultal shall be rliowed. The Board shall make its award within sixty (60) days following the
termination of the hearing unless the parties consent 10 an exiension. A decision by the
majority of the members of the Board shall become the award of the board and shall be final

and binding upon all parties to the proceeding.

Each party shall bear the expense of its own arbitrator and shall jointly and equally bear with
the other parly the expense of the umpire. The remaining cosss of the arbitration proceedings

shall be allocated by the Board.




ARTICLE X - TERMINATION

1

1~

This Agreement may be cancelled as o any Exhibit in whole or in part by the Company by
giving ninety (90) days prior written notice 1o the Reinsurer, The Reinsurer shall have the
right to cance) this Agreement as to any Exhibit by giving 2 number of days prior writlen
notice 1o the Company which shall be not less than thirty (30) days more than the lonpest
prior notice of cancellation required by any Named Insured or Insureds under 2 Policy specified

in the Bxhlbli which is the subject of the cancellation.

In the evenl 4 Policy reinsured under this Agreement is cancelled, this Agreement shall
automatically be cancelled with respect 1o that Policy as of the cffective date of the cancella-

tion of the Palicy.

In ecither such event, the Reinsurer will be paid a pro rata porlion of the Reinsurance
Premium to which it would have been entitled had this Agreement or any Exhibit to this

Agreement not been tancelled.

In the event of canceliation or lermination of this Agrecment in whole or in respect o specific
Policies, the Reinsurer's liability with respect to Josses incurred on policies issued prior to date
of cancellation shall continue. The Reinsurer recopgnizes that the Company's obligations which
accrue during the lerm of the Policy will corsespondingly survive the termination of the Policy
and the termination of this Agreement. I any Exhibil to this Agreement terminates, the
Reinsurer's liability under ¢ach terminated Exhibit will continue with respect 10 )osses incurred
on Policies issued prior Lo the effective date of lermination of the Exhibit, and the Reinsurer
will pay the Company for Pajd Losses, and short term canceliation penalty if applicable, and
allocated claims expense until there are no more Incurred Losses oulstanding: vnless the
Corapany-and Reinsurer agree at mutual terms to discontinue ahy liability hereunder.

ARTICLE X] - ERRORS AND OMISSIONS

Inadverient delays, errors or omissions made by the Company or Reinsurer in connection with
this Agrecment or any transaction hereunder shall not relieve the other party from any liability
which would have attached, had such delay, error or omission not occorred, provided that such

error or omission will be rectified as soon as possible after discovery,

ARTICLE XTI - RESOLUTION OF DISPUTES

In the event of the fajlure of Reinsurer to pay any amount claimed 10 be due hereunder or 10
provide any Letter of Credit required under Articie VII, the Reinsurer, at the request of the
Company, will submi( 10 Lhe jurisdiction of any court of competent jurisdiction within the
‘United States and will comply with all requirements necessary to give such Court jurisdiction;
and all matters arising hereunder shall be determined in accordance with the law and practice
of such Courl. The Reinsurer will abide by the final decision of such court, or any appeliate

court in the evenl of appeal.




Service of process in such suit may be made upon Dunnington, Bartholow & Miller, 666 Third
Avenue, New York, New York 10017 und in any suit instituted against the Reinsurer upon this
Contracl. The above-named are authorized and direcled to accepl service of process on behalf
of Reinsurer in any such suit and/or upon the request of the Company 10 give 8 wrilten
underlaking lo the Company that they will enter a gencral appearance upon Reinsurers’ behalf
in the event such sult shall be instituted. Further, pursvant to any statute of any Staie,
Territory, or District of the United States which makes provision therefore, the Reinsurer
hereby designates the Superintendent, Commissioner, or Director of Insurance or other officer
specified for that purpose in the applicable insurance statute, or his successor or successors in
office as their true and lawful attorney upon whom may be served any lawful process in any
action, suit, or procceding instituied by or on behalf of the Company or any beneficiary
hereunder arising out of this Agrecment and hereby designate the above-named Dunnington,
Bartholow & Miller as the firm 10 whom the said officer is avthorized 10 mail such process or

a true copy thereof.

ARTICLE XIIT - INSOLVENCY

The Reinsurer hereby agrees that, as to all reinsurance made, ceded, renewed or otherwise becoming
effective hereunder, the reinsurance shall be payable by the Reinsurer on the basis of the liability of
Company under the Policy without diminution because of the insoivency of Company.

It is further agreed and wnderstood that in the event of insolvency of Company, the liquidator or
Teceiver or siatotory successor of Company shall give writien notice to the Reinsurer of the pendency
of any claim apainst lhe insolvent Company under the Policy within a reasonable time after such claim
is filed in the insolvenicy proreeding; that during the pendency of any such claim the Reinsurer may
investigale and interpose, al its own expense, in the proceeding where any such claim is 10 be adjudi-
cated any defense or defenses which it may deem available to the Company or its liquidator or receiver
or statutory successor; thal the expense thos incurred by the Reinsurer as the assuming insurer shall be
chargeable subjeci Lo court approval against the insolvent Company as part of the expense of
liguidation to the exlen! of a proportionate share of the benafit which may accrue to Company solely

as a resuli of the defense undertaken by the Reinsurer as the assuming insorer.

It is further agreed and vnderstood that as 10 all reinsurance made, ceded, renewed or otherwise
becoming effective hereunder, the reinsurance shall be payable by the Reinsurer to Company or to its
liquidator or receiver or statulory smccessor, excepl (a) where the contract specifically provides another
payee of such reinsurance in the event of the insolvency of Company or (b) where the Reinsurer with
the consent of the direet insured or jnsureds have assumed the obligations of the Company to the
payees under the Policy and in substitution for the obligations of Company to such payees.

ARTICLE X1V - CONDITIONS

1, This Agreement shall be governed by and construed according to the laws of the Common-

wealth of Pennsylvania.

‘This Agreement may not be released, discharged, changed or modified except by an instrument
in writing by & duly authorized representative of all of the Parties.




3 Any notices, requests OF Dther communications hereunder will be in wriling and addressed as

follows:

If 1o the Reinsurer, then to:

Mutual Indemnlty (US), Liud.
¢/o Mutua! Risk Management, Lid.

69 Front Street
P. O. Box HM 2064
Hamillon, HM HX, Bermuda

I 10 the Company, then 10:
Legion Insprance Company

Three Mellon Cenier, Sujte 800
15th Street and South Penn Square

Philadelphia, PA 19102
Alttention; Andrew S, Walsh
IN WITNESS WHEREOF, the parties have set their hand:

at Hamilion, Bermudz on

the 7{["'[' day of /Jm{.)md. 1990.

MUTUAL INDEMNITY (US), LTD.

A
al

Presjdent

Al Philadelphia, Pennsylvania

on the ‘26‘& day of 4«3;{&1990.

LEGION INSURANCE COMPANY

By:

S . /e eo President




REINSURANCE AGREEMENT

No..301

This Agreement 1s made and entered inlo by and between Legion Insurance Company,
Philadelphia, PA and Legion Indemnity Company, Chicago, IL (hereinafter the “Company™) on
the one part and Mutual Indemnity Ltd., Hamilton, Bermuda, Mutual Indemnity (Barbados) Ltd.
of Bridgetown, Barbados, Mutual Indemnity (Bermuda) Lid., Mutual Indemmity (Dublin) Ltd.,
and Mutual Indemnity (US) Ltd., of Hamilton, Bermuda (hereinafier severally and not jointly

called the “Reinsurer”) of the other part.

Article ] - Business Reinsnred

By this Agreement and subject to the limitations set forth herein, the Reinsurer agrees to
indemnify the Company in respect of the liability which may accrue to the Company as a result
of Loss under Policies set forth in the Exhibits attached hereto.

Article 2 - Cover

The Company shall cede and the Reinsurer shall accept by way of reinsurance a 100%
quota share of all Loss in respect of Policies coming within the scope of this Agreement. Loss

shall include loss, loss adjustment expense and punitive damages.

Article 3 — Term
This Agreement shall be effective on the effective date and time as provided in the Exhibit(s) to this
Agreement and shall continue in force until all liabilities under Policy(ies) set forth in the Exhibits

are extinguished or terminated.

Article 4 - Collateral

The Reinsurer agrees that it will furnish at its option to the Company cash and/or a Letter
of Credit (or Letters of Credit) drawn upon a bank approved by the Company and in an amount
as set forth in the Exhibits attached hereto. Such Letter of Credit shall be existing and valid so
long as the Company shall"be exposed to any Jiability under it’s Policies and upon the notice of
termination of any Letter of Credil, unless the Reinsurer substitutes a new and valid Letter or
Credit in the amount required to be maintained hereunder or any other satisfactory security, the

Company may draw down the funds under such Letter of Credit.




The Reinsurer and the Company agree that the Letter of Credit may be drawn upon al any
time, notwithstanding any other provision of this Agreement, and be utilized by the Company or
any successor, by operation of law, of the Company including, without limitation, any liquidator,
rehabilitator, receiver or conservator of the Company only to reimburse the Company for the
Reinsurer’s obligations, the payment of which is duc under the terms of this Agreemenl and
which has not been otherwise paid after ten (10) days notice thereof from the Company to the

Reinsurer,

In the event the amount drawn by the Company on any Letter of Credit is in excess of the
actual amount that the Company is permitted to withdraw hereunder, the Company shall
promptly return to the Reinsurer the excess amounl so drawn. All of the foregoing shall be
applied without diminution because of the insolvency on the part of the Company or the

Reinsurer,

The issuing bank shall have no responsibility whatsoever in connection with the propriety
of withdrawals made by the Company or the disposition of funds withdrawn, except to ensure
that withdrawals are made only upon the order of properly authorized representatives of the

Company.

The Company agrees that prior to the withdrawal of any finds under the Letter of Credit
or any other collateral provided by the Reinsurer it shall deliver to the Reinsurer ten (10) days

advance notice specifying the amount and reason thereafter,

" At the request of the Reinsurer, the Letter of Credit will be adjusted guarterly by any
amounts paid by the Reinsurer during the quarter by notice from the Company to the issuing
. bank of the amount thereof. In connection with all payments of losses for which the Company

has an indemnity obligation under the Policy and Loss Adjustment Expenses (as defined in the
Policy) and provided the Company is in compliance with this Agreement, the Company may
make such payments and call upon the Reinsurer to reimburse the Company and in the event of
failure of the Reinsurer to make reimbursement within thitty (30) days after demand the
Company may draw upon a Letter of Credit or use other security held by it. In the event that any
bank issuing any Letter of Credit furnishes notice of the termination of a Letter of Credit, the
Reinsurer agrees to provide a substitute Letter of Credit or other security satisfactory to the
Company immediately and failure to do so shall entitle the Company to draw upon such Letter of

Credit.

In the event that the Company shall hold funds of the Reinsurer either as a result of direct
payment or by reason of drawing down a part of or all of a Letter of Credit the Company agrees
to pay to the Reinsurer the eamning rate on the funds held: Such eaming rate shall be computed
by multiplying the average rate of U.S. 6 month Treasury Bills during the quarter by the average

funds held by the Company.

Article 6 — Access to Records

The Company and the Reinsurer each agree that the other will have access to the books
and records of the other at reasonable times for the purpose of obtaining information such as
shall be required under this Agreement, the Policy or the subject matter thereof, .




Article 7 — Follow the Fortunes

The Reinsurer agrees ta follow the fortunes of the Company and indemnify the Company

in all respects in connection with the Policies herein reinsured, including, but not limited to, any
award and/or settlement of punitive damages, judgments in excess of the limits of the liability,
the holding by any court of any portion of the Policy invalid (for example, the invalidation of the
requirement that coverage is limited to occurrences reported during the policy period), costs
associated with disputes between the Company and the Insured, and any other similar happening.
In all such cases the Reinsurer accepts, withoul limitation of any kind, its liability as provided

herein.

Article 8 — Arbitration

A

As a condition precedent to any right of action hereunder, any dispute or difference
between the Company and the Reinsurer relating to the interpretation or perforrnance of
this Agreement, including its formation or its validity, or any transaction under this
Agreement, whether arising before or after termination, shall be submitted to binding

arbitration.

Upon written request of any party, each party shall choose an arbitrator and the two
chosen shall select a third arbitrator. If either party refuses or neglects to appoint an
arbitrator within thirty (30) days after receipt of the written request for arbitration. the
requesting party may appoint a second arbitrator. If the two arbitrators fail to agree on
the selection of the third arbitrator within thirty (30) days of their appointment, each of
them shall name three individuals, the other shall decline two, and the selection of the
third arbitrator from those remaining shall be made by the Federal District Court for the
Eastern District of Pennsylvania. All arbitrators shall be disinterested active or retired

executive officials of insurance or reinsurance companies or underwriters at Lloyd’s,
London. Bach party shall submit its case to the arbitrators within thirty (30) days of the

appointment of the third arbitrator. .

The parties hereby waive all objections to the method of selection of the arbitrators, it

being the intention of both sides that all the arbitrators be chosen from those submitted by

the parties,

The arbitrators shall have the power to determine all procedural rules for the holding of
the arbitration including but not limited to inspection of documents, examinations of
witnesses and any other matter relating to the conduct of the arbitration. The arbitrators
shall interpret this Agreement as an honorable engagement and not as merely a legal
obligation; they are relieved of all judicial formalities and may abstain from following the
strict rules of law. The arbitrators may award interest and costs, bur in no event shall
punitive or exemplary damages be awarded. Each party shall bear the expense of i ts own
arbitrator and shall share equally with the otber party in the expense of the third arbitrator

and of the arbitration.




Aubitration hereunder shall take place in Philadelphia, Pennsylvania unless both parties
otherwise agree. Except as provided above, the arbitration shall be in accordance with the rules
and procedures established by the Uniform Arbitration Act as enacted in Pennsylvania

Article 9 — Service of Suit

It is agreed that in the event of the failure of the Reinsurer hereon to pay any amount
claimed to be due hereunder, the Reinsurer hereon, at the request of the Company, will, subject
to -Article 8, submit to the jurisdiction of a Court of competent jurisdiction with the United
States. Nothing in this clause constitutes or should be understood to constitute a waiver of
Reinsurer’s rights to commence an action in any Court of competent jurisdiction in the United
States, to remove an action to a United States Districl Court, or to seek a transfer of a case to
another Courl as permitted by the laws of the United States or of any state in the United States.
It is further agreed that service of process in such suit may be made upon Mendes & Mount, 750
Seventh Avenue, New York, NY 10019-6829 and that in any suit instituted against any one of
them upon this Agreement, Reinsurer will abide by the final decision of such Court or of any

Appellate Court in the event of an appeal,

The above-named are authorized and directed to accept service of process on behalf of
Reinsurer in any such suit and/or upon the request of the Company lo give a written undertaking
io the Company that they will enier a genera) appearance upon Reinsurer’s behalf in the event
such a suit shall be instituted. Nothing shall prevent Reinsurer from changing counsel or

engaging any party it chooses to represent its interests,

Further, pursuant {o any Statute of any state, territory or district of the United States
which makes provision therefore, Reinsurer hereon hereby designate the Superiniendent,
Commissioner or Director of Insurance or other officer specified for that purpose in the statute,
or his snecessor or successors in office, as their true and lawful attorney upon whom-may’ be
served any lawful process in any action, suit or proceeding instituted by or on behalf of the
Company or any beneficiary hereunder arising out of this Agreement of reinsurance, and hereby
designate the above-named Mendes & Mount as the person to whom the said officer is

anthorized to mail such process or a true copy thereof,

Article 10 ~ Preminm and Commission

The Company shall pay to the Reinsurer premium as set forth in the Exhibits attached to

this Agreement.
The Reinsurer shall aliow the Company a ceding commission as set forth in the Exhibits
attached to this Agreement.

Article 11 — Notice of Loss and Loss Settlements

The Reinsurer agrees to abide by the Joss settlements of the Company, it being understood,
however, that when so requested the Company will afford the Reinsurer an opportunity to be




associated with the Company, al the expense of the Reinsurer, in the defense of any ¢laim or suit or
proceeding involving this reinsurance and that the Company will cooperate 1 every respect in the
defense or contro! of such claim, suit or proceeding. All settlements by the Company of claims
invalving this reinsurance, including voluntary Compromise and Release, when made by the

Company shall be unconditionally binding on the Reinsurer.

Article 12 - Currency

Whenever the word “Dollars” or the “$" sign appears in this Agreement, they shall be
construed 1o mean United States Dollars and all transactions under this Agreement shall be in the
United States Dollars. Amounts paid or received by the Company in any other currency shall be
converted to United States Dollars at the rate of exchange at the date such transaction is entered

on the books of the Company. -

Article 13 = Insolvency

In the event of the insolvency of the Company, this reinsurance shail be payable directly
to the Company, or to its liquidator, receiver, conservator or statutory successor on the basis of
the liability of the Company without diminution because of the insolvency of the Company or
because the liguidator, receiver, conservator or statutory successor of the Company has failed to
pay all or a portion of any claim or except (a) where the Agreement specifically provides
another payee of such reinsurance in the event of insolvency of the Cornpany, and (b) where the
Reinsurer with the consent of the direct insured or insureds have voluntarily assumed such policy
obligations of the Company as direct obligation of the Reinsurer to the payees under such
policies and in substitution for the obligations of the Company to the payees. It is agreed,
however, that the liquidator, receiver, conservator or statutory successor of the Company shall
give written notice 10 the Reinsurer of the pendency of a claim against the Company indicating
the policy insured which claim would involve a possible liability on the part of the Reinsurer
within a reasonable time after such claim is filed in the conservation or liquidation proceeding or
in the receivership, and that during the pendency of such claim, the Reinsurer may Investigate
such claim and interpose, at their own expense, in the proceeding where such claim is to be
adjudicated, any defense or defenses that it may deem available to the Company or its liquidator,
receiver, conservator or statutory successor. The expense thus incurred by the Reinsurer shall be
chargeable, subject to the approval of the court, against the Company es part of the expense of
conservation or liquidation to the extent of a pro rata share of the benefit which may accrue to

the Company solely s a result of the defense undertaken by the Remsurer.

Article 14 — Errors & Omissions

Any inadvertent delay, omission or error shall not relieve either party hereto from any
liability which would attach 1o it hereunder if such delay, omission or error had not bean made,
provided such delay, omission or error is rectified immediately upon discovery.

Article 15— Federa] Excise Tax

(Federal Excise Tax applies only to those Reinsurers, excepting Underwriters at Lloyds
and other Reinsurers exempt from Federal Excise Tax, who are domiciled outside the United

States of America.)




The Reinsurer has agreed to allow for the purpose of paying the Federal Excise
Tax 1% of the premium payable hereon to the extent that such premium is subject

to Federal Excise Tax.
In the event of any return of premium becoming due hereunder the Reinsurer will

deduct 1% from the return premium payable hereon and the Company or its agent
should take steps to recover the Tax from the United States Government. '

Article 16 - Tax

In consideration of the terms under which this Agreement is issued, the Company
undertakes not to claim any deduction of the premium hereon when making Capadian tax or
when making tax returns, other than income or profits tax retums, to any state or territory of the

Uniled States of America or to the District of Columbia.

Article 17 - Miscellaneous

A

This Agreement represents the sole and exclusive agreement ainong the parties
conceming the subject matter hereof and shall be governed by and construed

according to the laws of the Commonwealth of Pennsylvania.

This Agreement may not be released, discharged, changed or modified except by an
instrument in writing signed by a duly authorized representative of all of the Parties.

All notices, requests, demands or other communications made hereunder shall be in
writing and shall be deemed duly given on the date of receipt when personally
delivered or sent by telex, facsimile transmission, overnight courier or registered or
certified mail, postage pre-paid and return receipt requested, to the persons and
addresses set forth below, or to such other address or person as either party may

hereafter designated by notice io the other party:

Ifto the Company, then to: If to the Reinsurer, then to:
LEGION INSURANCE COMPANY MUTUAL INDEMNITY LIMITED
44 Church Street

One Logan Square, suite 1400

Philadelphia, PA 19103 PO Box 2064
Hamilton, HM, HX, Bermuda
Aflention: Andrew S. Walsh, Attention: David Alexander, President

General Counsel




In Witness Whereof to the Parties have executed this Agreement

, 2002, in Philadelphia., PA

on the day of

LEGION INSURANCE COMPANY
LEGION INDEMNITY COMPANY
VILLANOVA INSURANCE COMPANY

(*“Company™)
By:

n Witness Whereof to the Parties have execuled this Agreement

,2002 in Hamilion, Bermuda

on the day of

MUTUAL INDEMNITY LTD.

MUTUAL INDEMNITY (BARBADQS) LTD.
MUTUAL INDEMNITY (BERMUDA) LTD.
MUTUAL INDEMNITY (DUBLIN) LTD.
MUTUAL INDEMNITY (US) LTD

(*Reinsurer™)

By:




EXHIBIT ___
TO REINSURANCE AGREEMENT NO. 301
BETWEEN

LEGION INSURANCE COMPANY
LEGION INDEMNITY INSURANCE COMPANY
VILLANOVA INSURANCE COMPANY
("COMPANY™")

AND

MUTUAL INDEMNITY LTD.
MUTUAL INDEMNITY (BARBADOS) LTD.
MUTUAL INDEMNITY (BERMUDA) LTD.
MUTUAL INDEMNITY (DUBLIN) LTD.
MUTUAL INDEMNITY (US) LTD
(“Reinsurer™)

This Exhibit shall be effective X3IXXXXXXXX and shall be subject to all terms and conditions of
the Reinsurance Agreement (the "Agreement”) to which it is attached.

The Reinsurer shall be liable to the Company under terms and conditions of this Agreement for the
following Policy:

POLICY NUMBER(S}): p.O.0.6.0.00.6.0.0.04¢

NAME INSURED: ). 9.9.6.9.00.08.6.04

COVERAGES: P 0.0.000.00.0.0 64

POLICYPERIOD:  XXXCOOOOOCK )

POLICY PREMIUM: The Company shall pay to the Reinsurer $X0C00XX less a ceding

commission provided herein.

CEDING COMMISSION

The Reinsurer shall allow the Company a flat commission equal to $XX3XOXC(XXX The Reinsurer
understands and agrees that the ceding commission is based in part on an estimate of certain expenses
incurred by the Company, incinding but not limited fo, taxes (including Federal Excise Tax), licenses,
assigned risk assessments, boards, bureau, (which represent an amount equal to $§ XXCOOO(X and
unallocated claims expenses not paid by insured and agrees to allow such additional ceding
commission to pay the actua) expenses incurred by Company in excess of such estimate. In return for
accepting 100% of the liability for such excess expenses, if the actual expenses are determined by the
Company to be less than the estimate, the Reinsurer shall receive an amount equal to 100% of the

. difference between the actual and estimated expenses,




COLLATERAL

The initia] collateral shall be in the amount of SXXX3UCOUKX and shall be posted prior to the
inception of the Policy. The collateral shall be subject to quarterly adjustments i accordance with

Article 4.
INFORMATION

Policy Limits at Inception Date of the Policy:

IN WITNESS WHEREQF, the parties hereto have signed this Reinsurance Agreement as of the dates
set forth below.

In Philadelphia, PA In ,
On the day of , 2002 On the day of , 2002
LEGION INSURANCE COMPANY MUTUAL INDEMNITY LTD.
LEGION INDEMENITY MUTUAL INDEMNITY (BARBADOS) LTD.
VILLANOVA INSURANCE COMPANY MUTUAL INDEMNITY (BERMUDA) LTD.
MUTUAL INDEMNITY (DUBLIN) LTD.
MUTUAL INDEMNITY (US) LTD
By: By:
Title:

Title:




Mutual Indemnity (US) Ltd.

SCHEDULE 1




REINSURANCE AGREEMENT

Effective

January 1, 1988

Treaty 101




REINSURANCE AGREEMENT

REINSURANCE CONTRACT between LEGION INSURANCE COHPANY, Phﬁade]phia,

Pennsylvania (hereinafter called the "Company") on the one part and Mutuzl

Indemnity Ltd. of Hamilton, Bermuda, and Mutual Indemnity (Barbados) Ltd. of

Bridgetown, Barbados (hereinafter, called the “Reinsurer") of the other part.

The Reinsurer being constituted of more than one corporation, whose names are

set forth above, this Agreement shall apply severally as between the Company
and each such corporation with respect to the policy or policies reinsured by
each such corporation as specified in each of the Exhibits attached to this
Agreement.  The rights and obligations provided for hereéin of any one

corporation constituting the Reinsurer will not be as held, assumed or
guaranteed by any other corporation constituting the Reinsurer.

grees to cede and the REINSURER agrees to

accept, a portion of the COMPANY'S Liability provided by the COMPANY'S
policies as specified in the Exhibits attached to this Agreement,  subject to

the following terms and conditions:

BY THIS AGREEMENT the COMPANY a

ARTICLE I -~ Term

This Agreement shall take effect as of 12:01 a.m. Standard Time on January 1,
1988 at the place of the issuance of the policies, and shall remain in force

thereafter until terminated as provided in Article IX.

ARTICLE IT - Definitions
For the purposes of this Agreement, the following terms shall have these
meanings:

1. "Policy" =~ Company policy(ies) number(s) as set forth 1in the various
Exhibits attached to this Agreement, and any binder extension or renevwal
thereof and endorsement or alteration thereto ijssued +o those named
insureds designated in each of the Exhibits attached to this Agreement.

2. "Incurred Losses" ~ A1l Paid Losses, plus case reserves for unpaid losses
and a reserve for losses incurred but not reported ("IBNR") under the

Policy as estimated by the Company.

3. "Paid Losses" - Clajms under the Policy paid by the Company; plus all
Allocated Claims Expense paid by the Company in connection with the

Policy, whether or not related to claims paid.

4. "Allocated Claims Expense" - Such claims expenses that the Company, under
its accounting practices, directly allocated to a particular claim. Such
expenses include, but are not limited to attorney's fees for claims in
suit, court costs, and related costs such as filing fees, and the costs of
medical examination, expert medical or other testimony, laboratory
services - and x-rays, autopsies, stenographic services, witnesses and
summonses and copies of documents; but shall not include the salaries and
traveling expenses of the Company's employees and the Company's overhead.




“Net Premium Paid® - The premium paid to thé Reinéurer after all
deductions by the Company plus the amount of additional premium paid to
the Reinsurer (after all deductions) minus the return premium paid by the
Reinsurer to the Company.

have the definition first

Other terms used 1in this agreement shall

appearing. in ‘the Insurance Code of the Commonwealth of Pennsylvania, the

NAIC Examiners Handbook, NAIC Accounting Practi and_Procedures Manual
and the

for Fire and Gasualty Insurance Companies or the Reinsurance
Reinsurance Association of America, Glossary of Reinsurance Terms.

ARTICLE ITI - Loss Settlements

1,

While the Reinsurer does not undertake to investigate or defend claims or
suits under the Policy, it shall where permitted by law, have the right
and opportunity to associate at its own expense, with the Company and its

representatives in the defense of any claim, suit or proceeding involving
this reinsurance. Except as othervise specifically provided for herein,
liability shall follow that of the Company under the

the Reinsurer's
Policy. All settiements by the Company of «claims involving this
reinsurance, including voluntary Compromise and Release, when made by the

Company, shall be unconditionally binding on the Reinsurer.

The Company shall furnish the Reinsurer a copy of the Policy and all
endorsements thereto which in any manner affect this Agreement and shall

make available for inspection to the Reinsurer, at reasonable times, any
of its records relating to this reinsurance or claims in connection

therewith.

The Company will pay or credit the Reinsurer up to the amount of the
Reinsurer's interest for amounts attributable to salvage, reimbursement
obtained or recovery made by the Company relating to the Policy., after
deducting the actual.cost (excluding Company salaries and office expenses)
of obtaining such salvage or resimbursement or making such recovery, and
after the Company has been reimbursed up to the amount of jts interest.

ARTICLE TV - loss Deposit Fund

1.

The Company will, with funds to be provided by the Reinsurer, establish
and maintain a Paid Loss Deposit Fund, the purpose of which is to provide
a source of. funds for payment of Reiasurer’s liability under this
Agreement. The initially required level of the Paid Loss Deposit Fund
shall be the amount specified in each Exhibit attached to this Agreement.
The Company and Reinsurer agree, if necessary, to adjust the required
Tevel of the Paid Loss Deposit Fund monthly in order to maintain the Paid
Loss Deposit Fund at a level equal to two (2) months' average Paid
Losses. Average Paid Losses shall be mutually agreed upon by the ‘

parties.




If, following the effective date appearing on an Exhibit attached to this
agreement, the Company becomes obligated to pay amounts representing the
Reinsurer's 71iability under this Agreement that exceed the then-current
initially required or adjusted required level of the Paid Loss Deposit
Fund, the Reinsurer shall immediately, after receipt of a written demand
by the Company, forward funds to the Company sufficient to cover such
amounts greater than the Pald Loss Deposit Fund balance. The Reinsurer
will be credited for the forwarding of such funds (less any interest paid)

in a subsequent Reconciliation Statement.

ARTICLE V - Premium'

1.

The premium-for this reinsurance shall be equal to the defined term
"Reinsurer Premium”, as set forth 1in the Exhibits attached to this

Agreement.

Reinsurance premium shall be payable to the Reinsurer within the time
specified in ARTICLE VI. 'The amounts owed by the parties to each other
shall be reconcited as provided in paragraph 3 immediately below.

The rei‘nsurance premium payable to the Reinsurer shall be reconciled
against the following items to the extent that such items were not

previously reconciled under this Agreement:
(a) the amount of the f{nitially required Jlevel of the Paid Loss
Deposit Fund;

{b) the amount necessary to establish or maintain any adjusted

required level of the Paid Loss Deposit Fund; and
(¢) that portion of the Reipsurer's 1liability under each Exhibit
attached to this Agreement represented by Paid Losses.

The Company shall withhold and pay the applicable United States Federal
Excise Tax, if any. It is further understood that the Company shall not

be liable to the Reinsurer for any unrecoverable amounts of Federal Excise
Tax paid on such premiums and subsequently determined not to have been
payable thereon and that the Reinsurer shall indemnify the Company for any
Federal Excise Tax Tiability in excess of the allowance provided herein.
The Company shall make a good faith effort to recover any excise tax
erroneously withheld or paid over and shall return any amount so recaovered

to the Reinsurer.




It {s understood that from time to time the Reinsurer may but shall not be
obligated to make premium refunds to the Company based upon the
Reinsurer's experience under each Exhibit. Any such premium refunds paid
to the Company will be applied by the Company to the use and benefit of
the named insured stated in the Exhibits as participating in the insurance

program subject to this Agreement.

ARTICLE VI - Reconciliation

1.

Hithin sixty (60) days after each payment of premium is received by the
Company 1n accordance with the terms and conditions of the Policy, the
Company will issue to the. Reinsurer a Reconciliation Statement reflecting
items &, b, and c¢ described in ARTICLE V, paragraph 3. If the result of
any such reconciliation is that the Reinsurer owes money to the Company,
the Reinsurer will pay the amount so owed within the time required by this
Agreement, or if not otherwise specified, within 20 days after the receipt
of the Reconciliation Statement. If the result of any such reconciliation
is that the Company owes money to the Reinsurer the Company will pay the
amount so owed at the ‘time the Reconciliation Statement is tssued. A1l
payments hereunder shall be made in United States currency.

The parties hereto recognize and agree that the Reinsurer's Jiability
hereunder will probably extend beyond the time that the Company is
receiving premiums under the Policy, and possibly beyond the expiration
date of the Policy and this Agreement; and that in such an event the
reconciliations may involve only a computation of the Reinsurer's

liability to the Company, if any.
HWithin 60 days after the end of each calendar month the Company shall
provide monthly loss statements to the Reinsurer for settlement of losses
paid during that reporting period. The Reinsurer will pay the amount so
owed within 20 days aftEf_recgipt of the statement. :

ARTICLE VII - Letter of Credit

1.

In connection with each of the Exhibits hereto, the Reinsurer will furnish
to the Company a clean irrevocable Letter of Credit from a U.S. Bank which
is a member of the Federal Reserve System or other deposits or guarantees
acceptable to the Company, in an amount equal to the Company's reserve for
outstanding losses, IBNR, Allocated Loss Adjustment Expense ("ALAE"), and
unearned premiums., The Letter of Credit shall be in a form acceptable to
the Company and in -compliance with the statutes and requlations of the -
Commonwealth of Pennsylvania, for the purpose of securing the obligations
of the Reinsurer hereunder, providing that at no time shall the Reinsurer
be obligated to provide a Letter of Credit in connection with any of the
Exhibits hereto which exceeds the Reinsurer’s maximum liability, at any
point, to the Company. During the term of this Agreement, the amount of
such security may be adjusted by the Company to secure the obligations of

the Reinsurer hereunder. If the Company deems
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such an adjustment necessary, the Relnsurer will, within thirty (30) days
of receipt of written request by the Company, obtain and deliver an
amendment to such Letter of Credit or will obtain an excess Letter of
Credit to cover the increased amount of such Letter of Credit. If the
sald Letter of Credit terminates or explres for any reason, other than the
termination of this Agreement, Reinsurer will, thirty (30) days prior to
termination or expiration, deliver to the Company a substitute in an
amount and form acceptable to the Company which wil]l become effective
immediately upon the termination or expiration’ of the prior irrevocable

Letter of C(edit.

Upon the termination of this Agreement, any security furnished by
Reinsurer to the Company shall expire concurrently with such termination:
provided, however, as of such termination date Reinsurer shall furnish to
the Company, in lieu of such prior security, a clean irrevocable Letter of
Credit in a form acceptable to Company, in an amount equal to the

subject to this Agreement and the amount of such

outstanding Tosses
security shall be adjusted each MNovember 30 to reflect the outstanding

claims.

ARTICLE VITI - Arbitration

1.

As a condition precedent to any right of action hereunder, any dispute
arising out of this Agreement shall be submitted to the decision of a

Board of Arbitration composed of two (2) arbitrators and an umpire,
meeting in Philadelphia, Pennsylvania unless otherwise agreed by the

Company and the Rejnsurer.

The members of the Board of Arbitration shall’ be active or retired
disinterested officials of insurance or reinsurance companies. Each party
shall appoint its arbitrator and the two arbitrators shall choose an
umpire before instituting the hearing. If the respondent fails to appoint
its arbitrator within sixty (60) days after being requested to do so by
the claimant, the latter shall also appoint the second arbitrator. If the
two arbitrators fajl to agree upon the appointment of an umpire within
four (4) weeks after their nominations, each of them shall name three (3),
of whom the other shall decline two (2). The two remaining names shall be
submitted to the then current President of the Reinsurance Association of

America, who shall pick the umpire from those names,

The claimant shall submit its initial brief within twenty (20) days from
appointment of the umpire. The respondent shall submit its brief within
twenty (20) days thereafter and the claimant may submit a reply brief
within ten (10) days after filing of the respondent's brief.

The board shall make an award with regard to the custom and usage of the
insurance business., The board shall issue its award in writing based upon
a hearing in which evidence may be introduced without following struct
rules of evidence but in which cross examination and rebuttal shall be
z21lowed. The board shall make its award within sixty (60) days following
the termination of the hearing unless the parties consent to an
extension. A decision by the majority of the members of the board shall
become the award of the board and shall be fipnal and binding upon all

parties to the proceeding. .




If more than one (1) reinsurer 1s involved in the same dispute all such
reinsurers shall constitute and act as one (1) party for purposes of this
clause and communications shall be made by Company to each of the
reinsurers consitituting the one (1) party; provided, however, . that
nothing therein shall impair the rights of such reinsurers to assert
several, rather than Joint, defenses or claims, nor be construed as
changing the 1iabilityof the reinsurers under the terms of this Agreement

from several to joint.

Each party shall bear the expense of its own arbitrator and shall jointly
and equally bear with the other party the expense of the umpire. The
remaining costs of the arbitration proceedings shall be a]located. by the

board.

ARTICLE IX ~ Termination

L

This Agreement as to any Exhibit, may be cancelled in whole or in part by
the Company by giving ninety (90) days prior written notice to the
Reinsurer. The Reinsurer shall have the right to cancel this Agreement as
to any Exhibit by giving 2 number of days prior written notice to the
Company which shall be not .less than thirty (30) days more than the
longest prior notice of cancéllation required by any Named Insured or
Insureds under the Policy specified in the Exhibit which is the subject of

the cancellation.

In the event a Policy reinsured under this Agreement is cancelled, this
Agreement shall automatically be cancelled with respect to that Policy as
of the effective date of the cancellation of the Policy.

In either such event, the Reinsurer will -be paid a pro rata portion of the
reinsurance premium to which it would have been entitled had this
Agreement or any Exhibit to this Agreement not been cancelled.

In the event of cancellation or termination of this Agreement in whole or
in respect to specific policies, the Reinsurer's 1ijability with respect
to losses incurred ‘prior to date of cancellation shall continue. However,
the Reinsurer's maximum aggregate liability set forth in each Exhibit
shall be prorated in the event of cancellation of the Policy(ies)

underlying the Exhibit unless otherwise specified in the Exhibit. The
Reinsurer recognizes that the Company's obligations which accrue during
the term of the Policy will correspondingly survive the termination of the
Policy and the termination of this Agreement. IFf any Exhibit to this
Agreement terminates, the Reinsurer's Tliability under each terminated
Exhibit will continue with respect to losses incurred prior to the
effective date of termination of the Exhibit, and the Reinsurer will pay
the Company for Paid Losses, and short term cancellation penalty if
applicable, and allocated claims expense until there are not mere Incurred
Losses outstanding; unless the Company and Reinsurer agree at mutual terms

to discontinue any 1iability hereunder.
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ARTICLE X - Errors and Omissions

|. Inadvertent delays, errors or omissions made by the Company or Reinsurer
in connection with thls Agreement or any transaction hereunder shall not
relieve the other party from any liability which would have attached, had
such delay, error or omission not occurred, provided that such error or

omission will be rectified as soon as possible after discovery.

In the event of the failure of Reinsurer hereon to pay any amount claimed
to be due hereunder, Reinsurer hereon, at the request of the Reassured;
will submit to the jurisdiction of any court of competent jurisdiction
within the United States and will comply with all requirements necessary
to give such Court jurisdiction; and all matters arising hereunder shall
be determined in accordance with the law and practice of such Court.

Service of process in such suit may be made upon Dunningten, Bartholomew
and Miller, 666 Third Avenie, New York, New York 10017 and in any suit
instituted against the Reinsurer upon this Contract. Reinsurer will abide
by the final decision of such Court or of any Appeilate Court in the event
of an appeal. The above-named are authorized and directed to accept
service of process on behalf of Reinsurer in any such suit and/or upon the
request of the Reassured to give a written undertaking to the Reassured
that they will enter a general appearance upon Reinsurers' behalf in the
event such suit shall be instituted. Further, pursuant to any statute of
any State, Territory, or District of the United States which makes
provision therefore, Reinsurers hereon hereby desjgnate the
Superintendent, Commissioper, or Director of Insurance or other officer
specified for that purpose in the statute, or his successor or successors
in office as their true and lawful attorney upon whom may be served any
lawful process in any action, suit, or proceeding instituted by or on
behalf of the Reassured or any beneficiary hereunder arising out of this
Contract and hereby designate the above-named Dunnington, Bartholomew and
Miller, as the firm to whom the said officer is authorized to mail such

process or & true copy thereof.

ARTICLE XI - Insglvency

The Reinsurer hereby agrees that, as to all ‘reinsurance made, ceded, renewed
or otherwise becoming effective hereunder, the reinsurance shall be payable by
the Reinsurer on the basis of the liability of Company under the Policy

without diminution because of the insolvency of Company.

It is further agreed and understood that in the event of insolvency of
Company, the liguidator or receiver or statutory successor of Company shall
give written notice to the Reinsurer of the pendency of any claim against the

insolvent Company under the Policy within a reasonable time after such claim
is filed in the insolvency proceeding; that during the pendency of any such

claim the Reinsurer may investigate and interpose, at its own expense, in the
proceeding where any such claim is to be adjudicated any defense or defenses
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which 1t may deem available to the Company or its liquidator or receiver of
statutory successor; that the expense thus incurred by the Reinsurer as the
assuming insurer shall be chargeable subject to court approval against the
insolvent Company as part of the expense of liquidation to the extent of a
proportionate share of the benefit which may accrue to Company solely as a .
result of the defense undertaken by the Reinsurer as the assuming insurer.

It is further agreed and understood that as to all reinsurance made, ceded,
renewed or otherwise becoming effective hereunder, the reinsurance shall be
payable by the Reinsurer to Company or to its liguidator or receiver or
statutory successor, except (a) where the contract specifically provides
another payee of such reinsurance in the event of the insolvency of Company or
(b) where the Reinsurer with the consent of the direct insured or insureds
have assumed the obligations of the ‘Company to the payees under the Policy and
in substitution for the obligations of Company to such payees. ‘

ARTICLE XI1 - Conditions

This Agreement shall be governed by and construed according to the laws of
the Commonwealth of Pennsylvania.

1.

changed or modified except

2. This Agreement may not be released, discharged,
presentative of both of

by an instrument in writing by a duly authorized re
the Parties.

3, Any notices, requests or other comnunications hereunder will be in writing
and addressed as follows:

If to the Reinsurer, then to:

Mutual Indemnity Ltd.

Fifth Floor, The Emporium Building
69 Front Street

Hamilton, Bermuda

If to the Company, then to:

Legion Insurance Company

Three Mellon Center, Suite B0O
15th Street and South Penn Square
Philadelphia, PA 19102




IN WITHESS WHEREOF the parties have set their hand,

At Hamilton, Bermuda

, G ' co
on the 107,{ day of -.)f;.,‘v.’cméf?i-" _, 198"

MUTUAL'INQ;MuxTY LTD.

'y,

BY; //C//C///"

/Pres1 dent

MUTUAL INDEMNITY (BARBADOS) LTD.

.,7
By: /% ()

Pre’sident

At Philade]phia. Pennsylvania

T oL s
on the _/= day of _erivme 1988

LEGION INSURANCE COHPANY

Jé%wfz %u;é-uﬁ,,@

Serio- Vice President
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ADDENDUM TO REINSURANCE AGREEMENT

This Addendum is to a Reinsurance Agreement (the "Reinsurance Agreement’) dated
effective January 1, 1988 by and among Legion Insurance Company ("Legion”), Mutual
Indemnity, Ltd. and Mutual Indemnity (Barbados) Ltd. (the "Mutual Indemnity

Companies"”).

Lid., a reinsurance company domiciled in Bermuda,

WHEREAS, Mutual Indemnity (US)
ry 1, 1989; and

became an affiliate of the Mutual Indemnity Companies on Januva
WHEREAS, Mutual Indemnity (US) Lid. has agreed to participate in the Reinsurance
Agreement as of January 1, 1989.

NOW, THEREFORE,in consideration of the promiées and covenants contained herein,
the parties hereto agree as follows: .

1 HML agrees to participate in the Reinsurance Agreement on all the terms and
conditions of the Reinsurance Agreement, effective January 1, 1989.

2, Legion agrees to the participation of Mutual Indemnity (US) Ltd. in the

Reinsurance Agreement.
.

IN WITNESS WHEREOF, Mutual Indemnity (US) Ltd. and Legion Insurance Company
have caused this Addendum to be executed by their duly authorized representative as of

- January 1, 1989.

/}: ] ;:7 8
BY: Y, *vw-//( 12 -—L'~y2.

e
)

TITLE: S7 1i¢T 2£ES, SUAI T

BY:_{/ v’ i
TITLE: _freg Ae o

<%
7
¢

LEGION INSURANCE COMPANY

MUTUAL INDEMNITY (US) LTD.




-

AMENDMENT

. This Amendment fs made to a relnsuranct agreement (the "Agresment”) dated 85 of Jannary 1,

1988, as amended, by and between LEGION INSURANCE COMPANY (LEGION") on the one part end
Mutual Indemnity, Lid, Mutual Indemnity (Berbados) Ltd, aad Mutsal Indemnity (US) Lid. (collectively

referred 10 as the "Reinsurers”) on the other pert.
In Consideraiion of the mutual promises contalned herein, and Intending to be Jegally bound
hereby, the pariics agree 10 amend the Agresment as follows:

L A now paragraph Js added to the end of Article XT1 and shall read 2 follows:

on, sssumed by the reinsurer, when such pordon Js ascertained,
ceding insurer at (he same time 25 the ceding insurer shall pay

The partion of any risk or obllgsll
obligation with reasonable provision for verification before

shall be payable on demand of the
Its net fetained porton of such risk or

pzyment,
2. Effective Date - As respects Legion Insurance Company, Muwal Indémnity, Lid. and Mutual
21l be effective as of January 1, 1988, znd 85 respects

‘Indemnity (Barbados), Lid,, this Amendment sh
Murusl Indemnity (US) Lud., this Amendment shall be effective Bs O

IN WITNESS WHEREOF, the parties hereto have exe
above. .

f January 1, 1989.

cuted this Amendment as of the dais set forth

AT Bridgstown, Barbados

At Philadelphis, Pennsylvanda
on the day of , 1990 on the day of , 19%0
LEGION INSURANCE COMPANY MUTUAL INDEMNITY
(BARBADOSY, .
By ‘ b, %’/]
Glenn R. Parnridge Robert ulderig
Presid

Senlor Vice President
At Hamilton, Bermuda

At Hamilton, Bermuda

un e aa , 1990 on lhe day of , 19590

MUTUAL INGEXENITY, LTD. MUTUAL HDERMNTTY (US), LTD.
By:

By ‘
Robert A Mulderlg, ~ % Robert A Mulderig
Presiden Preside




AMENDMENT

This Amendment is made to 2 reinsurance agreement (the "Agreement') dated as.
of January 1, 1988, as amended, by and between LEGION INSURANCE COMPANY

("LEGION") on the one part and Mutual Indemnity, Lid., Mutual Indemnity (Barbados)
Ltd. and Mutual Indemnity (US) Ltd. {collectively referred to as the "Reinsurers") on the

other part.
contained herein, and intending to be

In Consideration of the mutual promises
the Agreement as follows:

legally bound hereby, the parties agree 10 amend

1. A new Article II, Section 7 is added and shall read as follows:

1. "Ulimate Net Loss" - The actual loss paid by the Company, or for which
the Company becomes liable to pay, not exceeding $250,000" any net loss
(or such higher or Jower loss limit as may be set forth in the Limits of
Liability section of each Exhibit to this Agreement) plus all Allocated Claims
Expense paid by the company in connection with the Policies subject to such
Exhibit, whether related or not to claims actually paid.

2. A new Article V-A is added and shall read as follows:

Article V-A_- Cover/Limits of Liability

2. With respect to all losses for each Policy reinsured hereunder, the Reinsurer
will be Liable for losses as set forth in the Limits of Liability section of each

Exhibit to this Agreement.

b, Notwithstanding the maximum aggregate jimit of Jiability set forth in each
of the Exhibits to this Agreement, with respect to all losses occurring
(Ultimate Net Loss) for ‘each program set forth in each Exhibit to this
Agreement, the Reinsurer will be liable for the amount by which the

Ultimate Net Loss exceeds:

1. The maximum aggregate limit of liability set forth in each Exhibit;

plus

2. $5,000,000.

not exceed $10,000,000 Ultimate Net Loss in

c. The Reinsurer’s Liability shall
Net Loss ascribed to all programs, any one

the aggregate for all Ultimate
underwriting year.




el

2. Artcle IX, Section 3 of the Agreement is delered in its entirety and replaced with

a new Section 3 which shall read as follows:

-

3. In either such event, the Reinsurer will retun the unearned premium (on

a pro-rata basis) less the unearned ceding commission.

4, Effective Date - As respects Legion Insurance Company, Mutual Indemnity, Ltd.
and Mutual Indemnity (Barbadas), Ltd,, this Amendment shall be effective as of January
1, 1988, and" as respects Mutual Indemnity (US) Ltd., this Amendment shall be effective

as of January 1, 1989.

IN WITNESS WHEREOF, the pames hereto have executed this Amendment as of the
date set forth above. :

At Hami]ton, Bermuda

At Philadelphia, Pcrmsvlvam'a i
on thc;z{ day of /“t"?*‘/) .1990
us

on the 3 i*day of A i g =, 1990
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LEGION INSURANCE COMPANY MUTUAL '[N'DEMNII ¥ LTD.

!,._}if'_- .’:1 'J:’,) .. - / /
. o /f o 7 /1‘ By /‘)

By: A AT
= " Glenn R. Partridge o7 Robert A/ Mulderig
Presiden

Senior Vice President Z
4
/

K4

At Hamilton, Bcrmnda .
on the ju# day of ﬁrvf,uf' 1990

MUTU;}.L/ EMNITY, LTD.

By:_ // / / ///
" Robert /A. Mulderig
President

At Bndgctown Barbados
on the 7% Lday of ,A.\-,L.t , 1990

' (BARBADOS), LTD.

//’”

Robert ‘A Mulderig
President
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AMENDMENT

This Amendmenl is made to a reinsurance agreement (lhe “Agreement”) daled as of January 1, 1988,
as amended, by and betwesn LEGION INSURANCE COMPANY ("LEGION®) on the one part and Mutunl
Indemaity, 1td., Mutual Indemnity (Barbados) Lid. and Mutual Indemnity (US) Ltd. (collectively referred to

as the "Reinsurers™) oo the otber part.
In Considerslion of the mutual promises contained berein, and inlending to be legully bound hereby,
the parties agrec lo amend the Agreement as follow:

L. Atticle V-A, paragraph (c) is amended and replaced by the following:

The Reinsurer's Additiopal Liability combined under this Agreement and the reinsurance
agrecmenl between the parties dated January 1,1991,as amended, shall not exceed $5,000,000 .
Ultimate Net Loss any one program, $10,000,000Ullimate Nzt Loss in the aggregate for all

programs, any one underwriting year.

c.

2. Effective Date - As respects Legion Insurance Company, Mutual Indemnity Ltd, and Mutua] Indemnity
(Barbados) 1ud., this Amendment shall be effective as of Jannary 1, 1988, and as respects Mutual Indemmity

(US) Lud., this Amendment shall be effective as of January 1, 1989,

IN WITNESS WHEREOF, the parties herelo have executed this Amendment as of the dates set forth above.

1

Al Philadelphia, Pennsylvania At Hamilion, Bermuda
on the "dny of Tiady , 1993 on the ;J'Yday of ﬁb , 1993

LEGION INSURANCE COMPANY MUTUAL INDEMNITY (US) LTD.

N
Gleon RPartridge - Paul Watsop

Scnior Vice President

President

At Hamilton, Bermuda
on the D‘ day of b , 1953 on the 4_day of Q,b , 1993
MUTUAL INDEMNITY LTD. MUTUAL INDEMNITY (BARBADOS) LTD.

By: (L\/L L’\,\C«%\w By: Q.{ (\‘Cﬁjﬁ

Paul Watson Paul Watson
" President President

At Hamilton, Bermu




EXHIBIT
B




Legion Insurance Company {In Liquidation)

Villanova Insurance Company (in Liquidation)
Commutation Summary with Mutual Indemnity (U.S.},LTD

Legion Villanova Total
Expected Ultimate Losses 2,301,334 1,047 2,302,381
Discount of Reserves (421,609) 0 (421,609)

Commutation Value 1,879,725 1,047 1,880,771




