IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. Diane Koken,
Insurance Commuissioner of the
Commonwealth of Pennsylvania,

Plaintiff
V.
Reliance Insurance Company, . No. 269 M.D. 2001
Defendant :

INRE: Commutation, Settlement Agreement and Release between
Reliance Insurance Company (In Liquidation) and
Folksamerica Reinsurance Company

Memorandum and Order

AND NOW, this __ day of , 2007, upon consideration of the
Liquidator’s Petition for Approval of Commutation, Settlement Agreement, and Release
(Commutation Agreement) between Reliance Insurance Company (Reliance or Estate) and

Folksamerica Reinsurance Company (Reinsurer) submitted by the Liquidator for Reliance

Insurance Company:

The Court ACCEPTS the Liquidator’s representations that the
Commutation Agreement is in the best interest of the Reliance Estate, as the Commutation
Agreement allows the Liquidator to terminate and commute the Obligatory Quota Share
Reinsurance Agreement As Respects Prints & Advertising Efficacy Program and the
Reliance Estate will receive an economic benefit amounting to $7,450,000;

Further, the Court accepts the Liquidator’s representations that the
economic benefit is a fair and reasonable commutation of the Reinsurer’s obligations to the
Reliance Estate under its Reinsurance Agreement;

Accordingly, the Court accepts the Liquidator’s representations and based
thereon approves the Commutation Agreement attached hereto and marked as Exhibit A
and authorizes the Liquidator to take such actions as are necessary to consummate the
Commutation Agreement as approved.



Further, counsel for the Liquidator is directed to serve a copy of this order
upon those listed on the Master Service List and file with the Court an affidavit that service

has been effectuated.

JAMES GARDNER COLINS, Judge



IN THE COMMONWEALTH COURT OF PENNSYLVANIA

M. DIANE KOKEN
Insurance Commissioner of the
Commonwealth of Pennsylvania,

CIVIL ACTION
Plaintiff

v. : NO. 269 M.D. 2001
RELIANCE INSURANCE COMPANY, :

Defendant

INRE: Commutation, Settlement Agreement and Release between
Reliance Insurance Company (In Liquidation) and
Folksamerica Reinsurance Company

LIQUIDATOR’S PETITION FOR APPROVAL OF
COMMUTATION, SETTLEMENT AGREEMENT AND RELEASE

Petitioner Joel 8. Ario, Acting Insurance Commissioner of the Commonwealth of
Pennsylvania, in his capacity as Statutory liquidator (“Liquidator”) of Reliance Insurance
Company (“Reliance or Estate™), respectfully requests that this Court enter an Order approving
the Commutation, Settlement Agreement and Release between Reliance and Folksamerica
Reinsurance Company as successor in interest to Risk Capital Reinsurance Company
(“Reinsurer”). The Commutation, Settlement Agreement and Release (“Commutation
Agreement”) is attached hereto as Exhibit “A”,

In support of this petition, the Liquidator avers the following:

1. On October 3, 2001, this Court found Reliance insolvent and appointed
the Commissioner as Liquidator of Reliance pursuant to Article V of the Insurance Department

Actof 1921, 40 P.S. §221.1 et seq. (“Act”). The Act confers broad powers on the Liguidator to



marshal the assets of Reliance in order to maximize the value of the insolvent insurer’s estate for
eventual distribution to its policyholders and creditors.

2. Effective July 31, 1996 through July 31, 1998, Reliance and the Reinsurer
entered into the “Prints and Advertising Efficacy Quota Share Reinsurance Agreement”
(“Reinsurance Agreement”). Within the insurance and reinsurance industry, the subject matter

of this Reinsurance Agreement was commonly referred to as “Film Finance” business.

]

3. Under the Reinsurance Agreement, Reliance ceded 41% of'its losses on

business covered under the agreement and the Reinsurer assumed such losses in accordance with
the terms and conditions contained therein. Pursuant to the terms of the Reinsurance Agreement,
the maximum amount that Reliance can recover from the Reinsurer for any single film is 41% of

the $21 million of each film limit under the agreement, which equals $8,610,000 for each film.

4. All losses are known as of this date although resolution and payment of
the claims will occur over a period of years. As part of its due diligence, Reliance actuaries and
claims personnel conducted a review of the relevant claims in order to project the timing of
payments for each relevant claim. With the benefit of such due diligence, Reliance was able to
negotiate a settlement for the remaining limit of the Reinsurance Agreement. Specifically, the
Reinsurer shall pay Reliance the sum of $7,450,000 (“Commutation Amount”) to commute the
Reinsurance Agreement. Said payment shall be made no later than ten (10) calendar days

following notice to the Reinsurer of the approval of the Commutation Agreement by the

Commonwealth Court of Pennsylvania.

5. The Insurance Department Act authorizes the Liquidator to take such
actions as deemed “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 the achieving the purposes of liquidation. See

o



40 P.S. §221.23(6, 9, and 23). Because the Commutation Agreement settles with certainty the
claims against the Reinsurer under the Reinsurance Agreement, and because the Commutation
Agreement requires the payment to Reliance of $7.450,000 thus increasing the assets of the
Estate by that amount, the Liquidator believes that the Commutation Agreement is necessary and
appropriate to conserve and maximize the invested assets of Reliance and reduce the future

burden and cost of administering the business under the Reinsurance Agreement.

6. The Commutation Amount to be paid under the Commutation Agreement
was negotiated with the Reinsurer, and the Liquidator has taken the necessary steps to determine
that the terms of the Commutation Agreement are fair and reasonable to the Reliance Estate and
in the best interests of its policyholders, claimants and the general public. See 40 P.S.
§§221.1(c), 221.23(9). As established in the Confidential Affidavit (attached as “Sealed Exhibit
B”) of Keith Kaplan, a career reinsurance expert, the Liquidator has identified several key

advantages to the Estate arising from the consummation of the transaction memorialized in the

Commutation Agreement.

7. Under the terms of the Commutation Agreement, the Commutation
Amount will be released to Reliance after satisfaction of the following conditions: (1) execution
of the Commutation Agreement by an authorized representative of the Liquidator; (2) execution
of the Commutation Agreement by an authorized representative of the Reinsurer; (3) approval of

the transaction by this Court; and (4) appropriate notice to the Reinsurer of Court approval.

8. Based on the analysis of the terms of the Commutation Agreement, and
the evaluation of the transaction as a whole by the Liquidator, his staff and Reliance staff
members familiar with the business dealings under the Reinsurance Agreement, the Liquidator
has determined that the payment of the Commutation Amount is a fair and reasonable

commutation of the Reinsurer’s obligations to Reliance under the Reinsurance Agreement.

~y
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9. The Liquidator also believes that the Commutation Agreement will further
achievement of the objectives of liquidation under the Act. The commutation transaction will
assist the Liquidator in marshalling and maximizing Reliance’s immediately available assets
while minimizing any unavoidable loss to policyholders, claimants and creditors resulting from

the Reliance insolvency and hazardous financial condition. See 40 P.S. §221.1(c).

10.  Lastly, no person or firm will earn any contingent fee or extra

remuneration of any type as a result of this transaction.



11. WHEREFORE, the Liquidator respectfully requests that this Court enter

an Order in the form attached hereto:

(2) Finding that the Commutation Agreement and Commutation Amount

are in the best interest of the Reliance Estate;

(b) Finding that the economic benefit is a fair and reasonable

commutation of the Reinsurer’s obligations under the Reinsurance Agreement;

(c) Approving the terms of the Commutation Agreement aitached as
Exhibit A and authorizing the Liquidator to take such actions as are necessary to consummate the

Commutation Agreement as approved.

Respectfully submitted,

PEPPER HAMILTON LLP

DEBORAH F. COHEN
CHRISTOPHER J. LOWE
3000 Two Logan Square

18" and Arch Streets
Philadelphia, PA 19103-2799
(215) 981-4000

Attorneys for Joel S. Ario, Acting Insurance
Commissioner of the Commonwealth of
Pennsylvania, in his official capacity as Statutory
Liquidator of Reliance Insurance Company

Dated: July 30, 2007
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COMMUTATION, SETTLEMENT AGREEMENT AND RELEASE

THIS COMMUTATION, SETTLEMENT AGREEMENT AND RELEASE
(**Agreement™), made effective and entered into this _‘Qzﬁt day of June, 2007, by and between
Folksamerica Reinsurance Company, New York, New York, including its predecessor Risk
Capital Reinsurance Company (hereinafter collectively known as the “Reinsurer”) and Randolph
L. Rohrbaugh, Acting Insurance Commissioner of the Commonwealth of Pennsylvania, in his
capacity as Statutory Liquidator of Reliance Insurance Company (In Liquidation) (hereinafter |
known as the “Cedant™), David S. Brietling, Chief Liguidation Officer, is acting on behalf of
Randolph L. Rohrbaugh, who is acting on behalf of the Cedant pursuant to the powers granted to
him under Title 40, Purdon’s Statutes, Section 221.20, et seq. and other applicable statutes,
regulations and laws.

RECITALS

A, The Reinsurer and the Cedant entered into a contract of reinsurance wherein the
Reinsurer obligated itself to accept from the Cedant the cession of a certain percentage of
liabilities with respect to risks wﬁtten or assumed by the Cedant and/or agents of the Cedant,
and;

B. The reinsurance agreement referred to in Recital A above is described in Exhibit
A attached hereto and a true copy is annexed hereto as Exhibit B; said reinsurance agreement is
hereinafter referred to as “the Contract”, and;

C. Pursuant to the Contract, there are loss developments, the total amount of which

are not fully known or not yet capable of determination, representing liabilities which are or may

come due from the Reinsurer to the Cedant, and;



D. The parties hereto recognize and understand that, based upon current economic
projections, a substantial portion of the Reinsurer’s obligations to the Cedant may become
payable in the future rather than at present; that the Reinsurer’s future liabilities and obligations
to the Cedant pursuant to the Contract have been evaluatéd, but cannot be determined in an
amount certain at this time; and that a settlement and commutation of the Reinsurer’s obligations
to the Cedant based upon present calculations of outstanding losses, including incurred but not
reported losses, will eliminate the uncertainty of contingent liabilities for presently unresolved or
unasserted claims, and;

E. The Reinsurer and the Cedant agree that it is in each of their best interests and in
the best interests of their respective policyholders and creditors to adjust and settle their
differences and to enter into this Agreement.

NOW THEREFORE, in consideration of the mutual benefits to be received by the parties

hereto and the mutual covenants and agreements herein contained, the parties hereto hereby

agree as follows:

Commutation of Reinsurance Apreement

1. Subject to the receipt by the Cedant of the Consideration as set out in Article 4
herein, together with any collection expenses and accrued interest due as is more particularly
described in Article 8 (c) and 9 below, and in further consideration of the release contained in
Article 2 herein the Cedant hereby irrevocably releases the Reinsurer, its predecessors,
successors, assigns, shareholders, officers, directors, agents, sub-agents, brokers and sub-brokers
from One Hundred Percent (100%) of all adjustments, obligations, liabilities, offsets, actions,

causes of action, proofs of claim, suits, debts, sums of money, accounts, reckonings, bonds, bills,



covenants, contracts, conversions, cosis, agreements, promises, damages, expenses, judgment
claims, and demands whatsoever, whether known or unknown, suspected or unsuspected, fixed

or contingent, arising out of, or in connection with the Reinsurer’s participation on the Contract,

whether or not such contract is void or voidable.

Release of the Cedant

2. In consideration of the release set out in Article 1 herein, the Reinsurer hereby
irrevocably releases the Cedant, its predecessors, successors, assigns, shareholders, officers,
directors, receivers, liquidators, administrators, agents, sub-agents, brokers and sub-brokers from
One Hundred Percent (100%) of all adjustments, obligations, liabilities, offsets, actions, causes
of action, proofs of claim, suits, debts, sums of money, accounts, reckonings, bonds, bills,
covenants, contracts, conversions, costs, agreements, promises, damages, expenses, judgment
claims, and demands whatsoever, whether known or unknown, suspected or unsuspected, fixed
or contingent, arising out of, or in connection with the participation of the Cedant on the

Contract, whether or not such contract is void or voidable.

Warranties
3. To the best information and belief of each of the parties to this Agreement, the
following express warranties apply:
a. There are no pending agreements, transactions, negotiations, regulatory

actions or Jawsuits in which any of the parties are involved nor are there any threatened regulatory
actions or lawsuits of which any of the parties are aware that would render this Agreement or any

part thereof void, avoidable, or unenforceable;



b. No party hereto has transferred, assigned, or contracted to transfer or assign
to any person, corporation, company or entity any of its rights, title, benefit or obligations directly
arising out of or in connection with the Contract, including without limitation any balances,
accounts, costs, claims, counterclaims or demends which are within the contemplation of this
Agreement;

c. The Reinsurer has not commuted or otherwise settled with or contracted to
commute or settle with any person, corporation, company or entity any of their respective rights,
title, benefit or obligations directly arising out of or in connection with the Contract, including

without limitation any balances, accounts, costs, claims, counterclaims or demands which are

within the contemplation of this Agreement,

Consideration

4. The Reinsurer agrees to pay the Cedant the total sum of Seven Million Four
Hundred and Fifty Thousand United States Dollars (US$7,450,000) (“the Consideration”). Said
payment shall be made no later than ten (10) business days following the later of: (1) notice to the
Reinsurer by facsimile of the execution of this Agreement by the Cedant or its assignee, and (2)
Reinsurer’s receipt of a copy of the approval of the Agreement by the Commonwealth Court of
Pennsylvania in accordance with Article 15 herein (*the Completion Date”). Notwithstanding the
foregoing, if the ten (10) day period expires on a weekend or a holiday, then the transfer must be

completed by the end of the next business day. Reinsurer shall transfer the Consideration to the

following account:



Name of Bank: Mellon Bank

Pitisburgh, PA
ABA Number: 043000261
Credit: Reliance Insurance Company
CHIPS No.: 044840
Account Number: 079-7806
SW.LF.T. MELN US 3P
Ref Kathy Lee

The parties also agree that any claim recovenies including but not limited to
salvage and subrogation, any escrow funds with third party claim administrators and any

unremitted cash with intermediaries that relate to the Contract is the property of the Cedant,

Successors and Assigns

5. This Agreement shall inure to the benefit of and bind the Reinsurer and its

successors and assigns and the Cedant and their respective successors and assigns.

Independent Investigation

6. Each of the parties acknowledges that it has entered into this Agreement in
reliance upon its own independent investigation and analysis of the Contract and its respective
rights and obligations thereunder, and not on the basis of any representation made or not made
by the other party hereto, except for any representations or warranties expressly made in this
Agreement. Each of the parties further acknowledges that it has read this Agreement, that it has

had the opportunity to discuss it with legal counsel, and that it fully understands all of the terms

heregin.



Integration and Waiver

7. This Agreement shall constitute the entire agreement between the parties
pertaining to the subject matter hereof, and supersedes any and all prior or contemporaneous
understandings or agreements. No supplement, modification, waiver or termination hereof shall
be binding or enforceable unless executed in writing by the parties to be bound thereby. No
delay, omission or forbearance on the part of any party to this Agreement in exercising or
enforcing any right, power or remedy under this Agreement shall impair such right, power or
remedy or operate as a waiver thereof. The single or partial exercise or enforcement of such
right, power or remedy shall not preclude any other or further exercise or enforcement thereof or
of any other right, power or remedy. The rights, powers and remedies provided in this

Agreement are cumulative and not exclusive of any rights, powers and remedies provided by

law.

Remedies
8. In the event that the Reinsurer fails to pay the Consideration to the Cedant by the

Completion Date, the Cedant shall have all rights and remedies available at law or in equity. In
addition, the Cedant shall have the express right to:

a. deem the entire Agreement aull and void by notice in writing to the
Reinsurer per Article 11 herein and to seek recovery of all sums due or to become due under the
Contract, or;

b. bring suit on the Agreement inciuding interest on the agreed-upon but
unpaid amount as set out in Article 8(c).

c. Without prejudice to the Cedant’ rights to rescind this Agreement pursuant



to Article 8(a) above, if Reinsurer does not pay all of the Consideration recited herein fo the
Cedant by the Completion Date, the Reinsurer shall pay interest on any unpaid sums at a rate
which is equal to one percentage point (1.00%) over the Prime Rate (the base rate on corporate
loans at large U.S. money center commercial banks) as published in The Wall Street Journal, but

in no event shall said interest be calculated at less than six percent (6%) per annum.

Expenses of Collection

9. Subject to the provisions of Article 8(c) herein, if the Reinsurer fails to pay the
Consideration to the Cedant by the Completion Date, Reinsurer agrees to reimburse the Cedant
for all reasonable expenses including, without limitation, attorney fees which are incurred by the
Cedant in the enforcement of this Agreement and collection of the consideration together with

any interest accrued upon such reasonable expenses from the date of payment of such expenses

at the rate set out in Article 8(c) above.

Choice of Laws
10.  The performance and interpretation of this Agreement shall be governed by the
laws of the Commonwealth of Pennsylvania with respect to any dispute arising under this

Agreement between the Reinsurer and the Cedant;

Notices
11, All notices required under this Agreement shall be as follows:
a. Any notice or other communication under or in connection with this

Agreement shall be in writing and shall be delivered personally or sent by first class post/mail (or



by air mail if overseas) or by overnight courier service, to the addresses of the parties as set out
in Exhibit C attached hereto or to such other person or address as any party may specify by
notice in writing to the others.

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

communication shall be deemed to have been duly served if (i) sent by first class post on the

second business day after posting; (ii) sent by overnight courier on the next business day after
mailing (iii) sent by air mail, six (6) days after posting, and; (iv) if delivered personally, when
left during normal business hours at the address set out in Exhibit B or any alternative address

specified by the receiving party.

Interpretation
12.  The language of this Agreement is the result of negotiation between all parties
hereto, and any ambiguities in said language shall not be presumptively construed against or in

favor of any party or parties hereto.

Execution and Approval
13.  Except as disclosed in Article 15, each party to this Agreement represents that it is

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

14, Except as disclosed in Article 15, each signatory to this Agreement represents that
said signatory is authorized and empowered to execute this Agreement and the transactions
contemplated herein and that any and all required corporate approval on behalf of the Reinsurer

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



15.  With respect to the Cedant, this Agreement is subject to final approval by the
Commonwealth Court of Pennsylvania (the "Court"), which has jurisdiction over the liquidation
of Cedant. Upon execution by all parties hereto, the Liquidator of Cedant shall promptly make
application to the Court to secure said approval. In the event the Court does not approve this
Agreement, then upon such notice of disapproval, the Liquidator of Cedant shall notify the
Reinsurer and this Agreement will become null and void and have no further force or effect as

between the Reinsurer and the Cedant.

16.  This Agreement may be signed and exchanged in counterpart by facsimile, and

this Agreement as so signed and exchanged will constitute the binding Agreement of the parties.

IN WITNESS WHEREOF, the parties have hereunto set their hands as of the dates set

forth.

RELIANCE INSURANCE COMPANY (In Liguidation)

By: ;&zxf g gw(té/{
Title: Cégorf K;?u«é/{{[@ 57(94(5::

Date: f/n@ er‘ 1eg T}

FOLKSAMERICA REINSURANCE COMPANY

N H, HALEY v
Title: r. Vice President & Associate General Counsel

Date: June 15, 2007




Exhibit A

RELIANCE REF, | FOLKSAMERICA CONTRACT DESCRIPTION EFFECTIVE DATE
REF.
656HAA 45784 OBLIGATORY QUOTA SHARE 7i31/96

REINSURANCE AGREEMENT As
Respects PRINTS & ADVERTISING
EFFICACY PROGRAM
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R “»b N | ’ ‘ Median Re, Inc.

INTERESTS AND LIABILITIES CONTRACT
" (hereinafter referred-to as the "Contract") A
“tothe -
OBLIGATORY QUOTA SHARE REINSURANCE AGREEMENT

(hereinafier referred to as the "Agreement™)
between

. RELIANCE INSURANCE COMPANY
Philadelphia, Pennsylvania

(hereinafter referred to as the "Company”)
- : and

RISK CAPITAL REINSURANCE COMPANY
Greenwich, Connecticut

. @eréinaﬁer referred to as the "Subscribing Reinsurer”)

Under the terms of the Agreement, which'is attached to this Contract, the Subscribing Reinsurer -
agrees to participate in a 41.00% part of 83.50% sharc of the interests and liabilities of the’
Reinsurer(s) described in the Agreement. The participation of the Subscribing Reinsurer shall be
several and not joint with any other Reinsurers participating in the Agreement.

This Contract shall become effective July 31, '1996 and shﬁll remain in force until terminated in
accordance with the provisions of Article I - Commencement and Termination of the
Apgreement. . : : :

Signed in triplicate in Greenwich, Connecticut, this l? day of M 61?}/ , 1998 ? it

'RISK CAPITAL REINSURANCE COMPANY

By W%

I
Tide __ Vice Presid 'ea_{”

Ve Y L N R .
Signed in triplicate in}%dmmﬂgbllani&-this {2 dayof Jux , 1998




o b o e __ ‘ .. Median Re, Inc. 'f

INTERESTS AND LiABleTIEs' CON'I"'RACT

(hercmaﬁer referred to as the "Contract“)
+ tothe

_ OBLIGATORY QUOTA SHARE REINSURANCE AGREEMENT

(heremaﬁer referred to as the "Agreement")
- between I

RELIANCE INSURANCE COM?ANY
Phlladelphia, Pennsylvama

(hereinafter referred to as the "Company")
and-

R}SK CAPITAL REB'JSURANCE COMPANY
- Greenw:ch, Connectlcut

e 'mefcinaﬁ(_tr‘ refgrr:d to as the ".S_ubscni_npg_ Rei_nsuref")

Under the terms of the Agreement, whzch is attached to this Conh‘aet the Subscnbmg Re:nsurer‘
agrees to participate in a 41.00% .part of 83.50% share of the interests and labilities of the -
Reinsurer(s) described in the Agreement. The participation of the Subscribing Reinsurer shall be

' several and not Jomt with any other Reinsurers: paruczpatmg m the Agrecmcm '

Thls Contract shall become eﬁ'ectwe July 31 ]996 and sha]l remain in force until terminated in
accordance with the provisions of Article 11 - Commcncement and Termination of the
Agrecment - :

S!g;ned in trzphcate in Greenwmh Corznectzcut thxs day of . 1998
RISK CAPITAL R.EINSURANCE COMPANY o

" By

“Title

_ Signed in triplicate in -- pdelph 5 ‘
'RELIANCE ] URANCE COMPANY
.BY* }%x"/ - ’ .

Title
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Median Re, Inc,

INTERESTS AND LIABILITIES CONTRACT
(heremaﬁer referred to as the "Contraci")
to the ‘
OBLIGATORY QUOTA SHARE REINSURANCE AGREEMENT .

‘ Glcreinaﬁer referred to as the “Agreemcnt“)
between

RELIANCE INSURANCE COMPANY
" Philadelphia, Pennsylvania

 (hereinafter referred to as the "Company")
: and ‘

RISK CAPITAL REINSURANCE COMPANY
Greenwich, Connecticut .

(hereinafier referred to as the "Subscribing Reinsurer”™)

Under the terms of the Agreement, which is attached to this Contract, the Subscribing Reinsurer
agrees to participate in a 41.00% part of 83.50% share of the interests and liabilities of the
Reinsurer(s) described in the Agreement. The participation of the Subscribing Reinsurer shall be
several and not Jomt wnth any other Reinsurers participating in the Agreement.

This Contract shall become effective July 31, 1996 and shall remain in force until terminated in
accordance with the prov:s:ons of Atticle Il - Commencement _and Temmination of the
Agmcmcnt

T -
Signed in triplicate in Greenwich, Connecticut, this ‘ 9 day of Mc« ,V , 1998
RISK CAPITAL REINSURANCE COMPANY

By

V72 -
Title . V/ice Pres:c’enf

Signed in triplicate in Philadelphia, Pennsylvania, this day of , 1998
RELIANCE INSURANCE COMPANY

By

. Title




Median Re, Inc.

~ OBLIGATORY QUOTA SHARE
'REINSURANCE AGREEMENT

i As Respects

. PRINTS AND ADVERTISING EFFICACY
PROGRAM |

For

RELIANCE INSURANCE COMPANY
. Philadelphia, Pennsylvania -

 Effective Date: July 31,1996
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I X ] * bedlian Re, Inc.

OBLIGATORY QUOTA SHARE
REINSURANCE AGREEMENT
: ,(hefein'aﬁer‘refg:rr;dfg'as the "A‘greemen:"‘} o
in considézétiph of the premium and upon the terms and conditions hereinafter set forth
The SUBSCRIBING REINSURERS executing the
INTERESTS AND LIABILITIES CONTRACTS
‘- - attached to this Agreement
(hereinafter collectively rgferré_d to as the "Réinsurer“)
do hereby indemnify as herein provided and specified
RELIANCE INSURANCE COMPANY
- Philadelphia, Pennsylvania . n

(hereigaﬂer referred to-as the "Company")

April3 1998 : . Pagelof19. - SR . 97000004 °
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ARTICLE I - BUSINESS COVERED

By this Agreement the Company -obligates itself to cede to the Reinsurer and the Reinsurer
~ obligates itself to accept a 83.5% cjuota share reinsurance of the Company's gross liability under
policies, contracts and binders of insurance or reinsurance (hereinafier called "policies”) in
respect of all’ business written during the term of this Agreement on a risk atiachmg ‘basis and
classified by the Company as Prints and Advertising Efﬁcacy Coveragc wnttcn in the Company's
. Financial and Specialty Coverage Division.”

The lrablhty of the Reinsurer with respect to each cession hereunder shall commence obligatorily

and simultancously with that of the Company, subject to the terms, conditions and limitations
hereinafter sct forth. )

Itis understood and agreed that cach pohcy shail be presented to the Reinsurer hereon fer review
and negotiation of the policy's terms and conditions before cession hereunder.

- For purposes of this Agreement, "risk attaching” shall mean all business ceded hereunder with an
effective date during the term of this Agreement and shall include- all commitments to issue

policies on each future motmn picture made prior to the anmvetsary date-or termination date of
this Agreement. ‘

The term "Policy” shall be defined hereunder as a contract relating to a mutti-film slate to be

produced by the named producer policyholder. A "slate” refers to the number of motion pxctures
to be covered under one pohcy, with 2 minimum of three and a maximum of five.

ARTICLE 11 - COMMENCEMENT AND TERMINATION

This Agreemcnt shall incept at 12:01 AM., Local Standard Time, July 31, 1996 as respects all
business written, and shall remain in force for an indefinite period, subject to ninety (90) days
prior written notice of cancellation by either party at any anniversary date.

In the event of cancellation or termination of this Agreement, the Reinsurer shall remain liable
for all losses, including losses with a date of loss after the termination date of this Agreement, on
all policies issued-as of the date and time of cancellation until expiry of such policies in force,
and shall include all policies committed to by the Company and agreed by the Reinsurer up to -
the date of termination. .

ARTICLE HI - LIMIT OF LIABILITY

The Company shall cede the Remsurcr(s) shall accept 83.5% of: a} the ultimate net loss each risk
subject to a maximum limit to the Rcmsurer(s) of $17,535,000 (being 83.5% of $21,000,000) of
Ultimate Net Loss each risk , and b) in addition to Reinsurer's limit, a pro-rata share of Loss
Adjustment Expense (as deﬁned herein).
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Notwithstanding the foregoing, it is agreed that, with respect to any one risk, Declaratory
Judgments, Extra Contractual Obligations and/or Excess of Original Policy Limits awards are
covered hereunder in total for a maximum of each full policy limit in addition to the limits
otherwise provided herein. ' ' ‘

All salvages and recoveries received subsequent to a loss settlement under this Agreement. will
be applied as if received prior to the said loss settlement and all necessary adjustments will be
made between the Company and the Reinsurer. : '

Notﬁing in this Article will be constried to mean that losses hereunder are not recoverable until
the Company's ﬁna! ultimate net loss has been ascertained. :

The term “Risk™ shall be defined as any single motion picture covered under a policy reinsured
hereunder. ‘ - ' .

"Policy” shall be defined hereunder as 2 contract relating to a multi-film slate to be produced by

the named producer policyholder. A “slate” refers to the number of motion pictures to be
covered under one policy, with a minimum of three and a maximum of five.

‘ "Ultirﬁatc Net Loss” as used in this Agreement will include all loss indemni{y payments afier -
deducting all recoveries, all salvages and all amounts due under any other reinsurances whether
collected or not. ' '

TAlL salvagcé and recoveries received subsequent to a loss settlement under this Agreement will
be applied as if received. prior to the said loss settlenient and all necessary adjustments will be
made between the Company and the Reinsurer. :

Nothing in this Article will be construed to mean that losses hereunder are not recoverable until
the Company's-final ultimate net loss has beeri ascertained.

The term “Declaratory Judgment Expenses™ shall mean all legal expenses incurred in the
representation of the Company in litigation brought to determine the Company’s defense and/or
inderanification obligations, that are allocable to any specific claim or loss covered by Policies
reinsured under this Agreement, In addition, the Company shall promptly notify the Reinsurer of
any Declaratory Judgment Expenses subject to this Agreement. :

The Company is -permitted to purchase proportional facultative reinsurance as it deems

necessary.. The Company's net retained share of original policies afier proportional facultative
reinsurance shall not be less than 16.5% of original policies.
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ARTICLE 1V - GENERAL IN FORMATION

Subject to the terms and conditions of th:s agreement, it is agreed that the foliowmg

qualifications will apply to motion pictures the subject of policies to be reinsured under this
Agrccment

Multi-film slates only: minimum of three and a maximum of five,

Minimum number of screens: 1250,

Negative costs: $12 million, $30 million maximum, or as agrccd by speczal acceptance.
Minimum media spend: $8 million.

Genre restrictions: NC-17, horror, foreign language, docmnentancs, Non-Disney animation.
Acceptable distributors: 20th Century Fox, MGM, Walt Disney including Miramax, New
Line Cinema, Paramount, Columbia/Tri-Star, Universal, Warner Brothers.

S h

Any - deviations from the aforementloned qualifications shall be subject to approvai of
Reinsurers.

ARTICLE V - TERRITORY

The territorial limits of this Agreement shall be identical with those of the Company's policies.

ARTICLE VI - ORIGINAL CONDITIONS

Except as expressly modified by this Agreement, the obligation to indemnify or reimburse the
Company under the reinsurance provided hereunder will be subject to the same terms, limits,
conditions, and endorsements. of the Company's original policies and to all interpretations,
modifications, waivers and alterations thereon.

ARTICLE VII - EXCLUSIONS

The Agreement DOES NOT COVER:
A, All Business not specifically listed in Article I - Business Covered.

B. Loss or damage caused directly or indirectly by: (a) enemy attack by armed forces
 including action taken.by military, naval or air forces in resisting an actual or an
immediately impending enemy attack; (b} invasion; (c) insurrection; {d) rebellion; (e}
revoiunon, (f) intervention; (g) civil war; and (h) usurped power.

. C. Business dcnved from any Pool, Association, mcludmg Joint Underwriting Association,
Syndicated Exchange, Plan , Fund or other facility directly as a member, subscriber or
participant, or indirectly by way of reinsurance or assessments; provided this exclusion
shall not apply to Automobile or Workers Compensation asszgned risks which may be
currently or subsequently covered hereundcr .
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D. Pollution Liabiiify as per the attached Pollution Liabilitj Exclusion Clause - Rcmsurance
-E. Insoivency Funds as per the attached Insolvency Funds Exciusions Clause

F. Nuclear Incident Exciusmn Clause Which are attached and made part of the
‘ Agreemcm -

1. Nuclear Incident Exclusion Clause - Liability - Reinsurance - U.S.A.
2. Nuclear Incident Exclusion Clause - Liability - Reinsurance - Canada

3. Nuclear Incident Exclusion Clause - Liability - Reinsurance - No. 4

ARTICLE VIII - EXTRA CONTRACTUAL OBLIGATIONS

"Extra Contractual Obligations" means any punifive, excmi;lary, compcnsatory, or consequential
damages, other than loss in excess of policy limits paid by the Company as a result of a claim

. against it by its insured, its insured's assignee, or a third party claimant, which claim alleges -

negligence or bad faith on the part of the Company in the handling of a ¢laim under the
policy insured. An Extra Contractual Obligation will be deemed 1o have occurred on the same

date as the loss covered or alleged to be covered undcr thc policy that gave rise to the Extra

Contractual Obligation.

This Agreement will not apply to any Extra Contractual Obligation incurred by the Company as
the result of any fraudulent or criminal act directed against the Cempany by any officer or
director of the Company acting individually or collectively or in collusion with any other
organization or party involved in the presentation, defense, or settlement of any claim under this
Agreement Any Extra Contractual Obligation coverage will be in excess of any errors or
omissions insurance purchased by the Company that prov:des coverage for that loss,

ARTICLE 1X - LOSS IN EXCESS OF P'O!_.JCY LIMITS

"Loss in excess of policy limits" means any amount of loss paid by the Company in excess of its

pohcy limits, but otherwise within the coverage terms of the policy, as a result of a claim against
it by its insured or its insured's assignee to recover ‘damages the insured is legally obligated to-
pay toa third party claimant because of the Company's alleged or actual negligence or bad
faith in rejecting a settlement within the ‘policy limits, or in discharging its duty to defend
or prepare the defense in the trial of an action against its insured, or in discharging its duty to
preparc or prosecute an appeal consequent upon such an actlon
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ARTICLE X - REINSURANCE PREMIUM

The Company shall pay the Reznsmer 83.50% of the Gross Net Wntten Premium on the business
remsured hereunder.

"Gross Net Written Premium” is deﬁned as gross cngmal pre:mum (collected by the Company)
written on  its original pohc:cs, plus additional premiums, if any, less refunds and return
premiums thereon, and !css prerhiums paid or ;aayable for facultative remsurance

ARTICLE X1- CEDING COMMISSION

The Remsurcr shall allow the Company a commission of 18.00% on all premiums ceded to the

Reinsurer hereunder. The Company shall allow the Reinsurer return commxssxon on return
premium at the same rate. ‘

It is expressly agreed that the ceding commission allowed the Company includes provision for all
dividends, commissions, taxes, assessments, and all expenses of whatsoevcr nature, except
loss and loss adjustment expense. -

ARTICLE XH - ACCOUNTS, REPORTS AND REMITTANCES

A, Within sixty (60) days after the close of each month, the Company will furnish the
Reinsurer with an account/report listing all motion pictures for which policies have been
_comynitted to by the Company, reflecting the original issue dates and limits of said
- policies, balances outstanding as of the date of the report, :nsnrance premiums charged

for such policies and payments remitted.

B. Within sixty (60) days after the close of each month, the Company will furnish the
Reinsurer-with an’ account current summarizing the gross net written premium ceded less
retum premium and commission, losses paid and loss adjustment expense paid, the total
reserves for outstanding losses including loss adjustment expense, monies recovered, and

-net balance due elther party. .

C. At least annually, the Company will furnish the Reinsurer such additional information as
~ may be required by the Reinsurer for completion of its NAIC annual statements. Such
information shall include outstanding loss and loss adjusiment expenses and unearned

_ premiums,

D. Amounts due either party will be remitted within sixty {60} days after the close of each
quarter. Should payment due from the Reinsurer exceed $1,000,000 as respects any one
loss, the Company may give the Reinsurer notice of payment made or its intention to
make payment on a certain date. If the Company has paid the loss, payment will be made
by the Reinsurer immediately. If the Company intends to pay the loss by a certain date
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- and has isubmittcd-a.satisfactory proof of loss or similar document, payment will be due
_from the Reinsurer twenty-four (24) hours prior to that date, provided the Reinsurer has a
period of five (5) working days after receipt of said notice to dispatch the payment. Cash

loss amounts specifically remitted by the Reinsurer as set forth herein will be credited in
~ itsnext ‘monthly account. :

ARTICLE XiII - SECURITY AND UNAUTHORIZED REINSURANCE

* If any Reinsurer is unauthorized or otherwise unqualified in any state or other United States
jurisdiction, and, if, without such security, a financial penalty-to the Company would result on
any statement or report it is required to make or file with insurance regulatory authorities or a
court of law in the event of insolvency, for reasons of the Company's financial security and
condition, that Reinsurer will secure, within thirty (30) days afier the end of ‘each calendar
quarter (but no later than December 31st of each year as respects the fourth quarter), its share of
*obligations” under this Agreement in a manner, form and amount acccptable to the Company
and to all applicable insurance regulatory authorities by either:

A. Clean, irrevocable, and unconditional evergreen letter(s) of credit issued and confirmed,
if confirmation is required by the applicable msurance regulatory authorities, by a
qualified United States financial institution as defined under Pennsylvania Insurance Law
and acceptable to the Company and to insurance regulatory authorities;

B. A trust account meeting at least the standards of New York's Insurance Regulation 114;
or ' ' : ' C - o

C.. Cash advances or funds withheld or a combination of both, which will be under thc
exclusive control of the Company ("deposn of funds“)

The "obhgauons referred to hcrcm will mean the then current (as of the end of each calendar
quarter) sum of- :

A.  The amount of ceded unearned premium for which the Reinsurer is responsible;

B. V'The amount of paid losses and loss expenses paid by the Company for which the
Reinsurer is responsible but has not yet paid;

C. The amount of ceded reserves for losses reported and 'out'standing,‘ as well as for reserves
" for loss expenses, for which the Reinsurer is responsible;

D. The amount of ceded reserves for the development of losses reported and outstanding, as
weli as for the development of loss expensa, for which the Reinsurer is responsible;

E. The amount of ceded reserves for mcurrf:d but not reported losses for whxch the Reinsurer
is responsible; and
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F. The amount of return and reﬁmd prcmmms paid by the Company fer which the Remsu:er
is responmbie but has not yet paid.

The Compa.ny, or its successors in mterest may draw, at any time and from time to time, upon
the: .

A. Established letter of credit (or subsequent cash deposit);

B.  Established trust account (or subsequent cash deposit) or "Deposit of funds”; without
diminution or restriction because of the insolvency of either the Company or the
Reinsurer for one or more of the following purposes:

1) rTo ’make payment to and 're:imburse the Comp‘any for the Reinsurer's share of loss and
loss expense paid by the Company under its policies and for which the Reinsurer is -

responsible under this Agreement that is due to the Company but unpaid by the
Reinsurer;

2)" To make payment to the Reinsurer of any amounts held thereby that exceed the

- amount required to fund the Reinsurer’s "obligations" under this Agreement provided
- that if a trust account is applicable, only the excess of 102% of the amount required to
_ fund the Reinsurer's "obhgatnons may be released;

3) To m_akc payment to and reimburse the Company for any other amounts the Cbmpany
- claims are due under this Agreement from the Reinsurer including but not Limited to
the Reinsurer’s share of premium refunds and returns; and

4y To obtain a cash deposit of the entire amount of the remaining balance under the
established letter of credit or established trust account in the event that the Company:

a) has rc:ccwed notice of non-renewal or expzratzon of the letter of- credxt or trust
account;

b) has not received assurances satisfactory to the Company of any required increase
in the amount of the trust account or letter of credit, or its replacement -or other
continuation of the trust account or letter of credit at least thirty (30) days before
its stated expiration date; _

¢) has ‘been madc aware that others may attempt to attach or otherwise place in
jeopardy the security represented by the letter of credit-or trust account; or

d) has concluded that the trustee or issuing (or confirming) bank's financial condition

is such that the security represented by the trust account or letter of credit may be

~ in jeopardy; and under any of those circumstances where the Reinsurer's entire

. "obligations”, or part thereof, under this Agreement remain unliquidated and

undischarged at least thirty (30) days prior to the stated expiration date or at the

time the Company leamns of the possible jeopardy to the security. represented by
the letter of credit or trust account. ,
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If the Company draws on the letter of credit or trust account to obtain a cash deposit, the -

Company will hold the amount of the cash deposit so obtained in the name of the Company in
any qualified United States financial institution’ as defined under Pennsylvania Insurance Law in
trust solely to secure the "obligations" referred to above and for the use and purposes enumerated
above and to return any balance thereof to the Reinsurer:

A Upon the complete and final liquidation and discharge of all of the Reinsﬁrer’s
"obligations" to the Company under this Agreement; or

B. In the event the Reinsurer subsequently prov:dcs -alternate or replacement secunty’

consistent with the terms hereof and acceptable to the Company.

The Company will prepare and forward at least quarterly fo the Reinsurer a statement for the
purposes of this Article, showing the Reinsurer’s share of "obligations" as set forth above. If the
Reinsurer’s share thereof exceeds the then existing balance of the security provided, the
Reinsurer will, within fifieen (15) days of receipt of the Company's statement, but never later
than December 31 of any year, increase the amount of the "deposit of funds”, trust account, or
letter of credit (or subsequent cash deposit) to the required amount of the Reinsurer's share of
obligations” set forth in the Company’s statement. Subjéct to the 102% restraints with respect to
trust accounts, if the Reinsurer's share thereof is less than the then existing balance of the
"deposit of funds”, trust account, or letter of credit {or subsequent cash deposit), the Company
will release the excess thereof to the Reinsurer upon the Reinsurer's written request. The
Reinsurer will not attempt to prevent the Company from holding the "deposit of funds", drawing
on the letter of credit or trust account, or hoidmg the cash deposit so long as the Company as
acting in accordance with this Article,

~ The assets deposited in the trust account will be va]ued according to their current fair market
value and will consist only of cash (U S. legal tender), certificates of deposit issued by a
quailﬁed United States financial institution as defined under Pennsylvania Insurance Law and

* . -payable in cash, and investments of the types specified in Section 1404 of the New York

Insurance Law, and which are admitied assets under the law of the clomamhary junsdtcimn of the
Company

Investments issued by the parent, sﬁbsi_diary, or affiliate of either the Company or the Reinsurer |

will not be eligible investments. All assets so deposited will be accompanied by all necessary
assignments, endorsements in blank, or transfer of legal title to the trustee in order that the
Company may negotiate any such assets without the requirement of conscnt or signature from
the Reinsurer or any other entity. S

All settlements of account between the Company and the Reinsurer wiil be made in cash or its
equivalent.

All income earned and received by the amount hc!d in a trust account will be added to the
principal.
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The Company’s "successors in interest” will include.those by operation of law, inciuding without
limitation, any liquidate, rehabilitator, receiver, or conservator, . - S
 The Reinsurer will take any other reasonab!é'steps that may be required for the Company to take

 full crediton its statutory. financial statements for the reinsurance provided by this Agreement.,

ARTICLE XIV - SALVAGE AND SUBROGATION

The Reinsurer will be subrogated, as respects any loss for which the Reinsurer will actually pay
or become liable, but only to the extent of the amount of payment by or the amount of lability to
the Reinsurer, 10 all the rights of the Company against any person or other entity who may be.
legally responsible in damages for said loss. The Company hereby agrees to reasonably enforce
such rights, but in case the'Company will unreasonably refuse or neglect to do so, the Reinsurer
is hereby authorized and empowered to bring any appropriate action in the name of the Company
or its policyholders, or otherwise to enforce such fight, .

" Any recoveries, salvages or reimbursements applying to risks covered under this Agreement will
always be used to reimburse the excess carriers (from the last to the first, beginning with the
carrier of the last excess), according to their participation, before being used in any way to
reimburse the Company for its primary loss.

Where subject original policies written by the Company cover expenses in addition to the limit
of liability, in the event there are any salvages, recoveries or reimbursements recovered

“subsequent to a loss settlement, it is agreed that if the loss expense incurred in obtaining salvage
or other recoveries is less than the amount recovered, such expense will be bome by each party
in the proportion that each party benefits from the recoveries. Otherwise, the amount recovered’
will first be applied to the reimbursement of tlie expense of recovery and the remaining expense
will be borne by the Company and the Reinsurer in proportion to the liability of each party for
the loss before such recovery had been obtained. :

Where subject original policies written by the Company include expenses as part of the Limit of
liability, all salvages, recoveries or reimbursements, afier deduction of loss expense applicable
thereto, recovered or received subsequent to all loss settlement under this Agreement will be
applied as if recovered or received prior to the aforesaid settlement, and all necessary
‘adjustments will be made by the parties hereto, provided always, that nothing in this Article will
be construed to mean that losses under this Agreement are not recoverable until the Company's
Ultimate Net Loss has been ascertained. :

ARTICLE XV - 1.OSS SETTLEMENTS

Reinsurance provided under this Agreement will be subject to the terms, limits, and conditions of
the original policies and to all interpretations, modifications, waivers, and alterations thereon,
subject to the terms and conditions of this agreement. o
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All loss settlements made by the Company, whether under the policy terms and conditions or by
way of compromise will be unconditionally binding upon the Reinsurer, and the Reinsurer will
allow or pay, as the case may be, its proportion of each such settiement in accordance with the
terms of this Agreement. ' '

ARTICLE XVI - OFFSET

Unless otherwise required by applicable.law, all amounts. due either the Company or the
Reinsurer, whether by reason of premium, commission, loss, ultimate net loss, or loss expense,
‘or otherwise, under this’ Agreement or any other Agreement previously, now, or later in force
between the Reinsurer and the Company, whether as ceding company, Reinsurer, or otherwise, -
will be subject to the right of recoupment and offset and upon the exercise of the same, only the
_net balance will be due. All claims for amounts of premium, commission, loss, ultimate net loss,
or loss expense, whether or not fixed in amount at the time of the insolvency of any party to this
Agreement, arising from coverage placed in effect under this Agreement prior to the insolvency
of any party to this Agreement will be’deemed pre-liquidation debts and subject to this Article.
In the event of insolvency of the Company, offset will be in accord with applicable law.

ARTICLE XVII - ERRORS AND OMISSIONS

Acts of errors and omissions on the part of the Company shall not invalidate the reinsurance
under this Agreement, provided such acts, errors or omissions are corrected promptly upon
discovery thereof, but the liability of the Reinsurer(s) under this Agreement or any exhibits or
endorsements attached hereto shall in no event exceed the limits specified herein, nor be
extended to cover any risks, perils or classes of insurance or reinsurance generally or specifically
excluded herein. : o

ARTICLE XVIII - ACCESS TO RECORDS

The Company shall place at thie disposal of the Reinsurer at all reasonable times, and the
Reinsurer shall have the right to inspect through its designated representatives, during the term of
* this Agreement and thereafter, all books, records and papers of the Company in connection with
any reinsurance hereunder, or the subject matter hereof.

ARTICLE XIX - OTHER TERMS AND CONDITIONS

A. - Waiver: The failure of the Company or the Reinsurer to insist on strict compliance with

this Agreement, or to exercise any right or remedy hereunder, will not constitute a waiver

- of any rights contained herein, nor stop the parties from thereafler demanding full and
‘complete compliance, nor prevent the parties from exercising such remedy in the future.
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~ Severability: " If any provisions of this Agreement should be invalid under applicable -

law, the latter will control, but only-io the extent of the conflict, withoit affecting the
remaining provisions of this Agreement. :

Headings: The headmgs preceding the text of the Articles and paragraphs of this .
Agreement are intended and inserted solely for the convenience of references and will not
affect the meaning, interpretation, construction, or effect of this Agreement. '

Assignment; This Agreement will be binding upon, and inure to the benefit of, the .
Company and the Reinsurer and their respective successors and assigns provided,

however, that this Agreement may not be assigned by either the Company or the
Reinsurer without the prior written consent of the other.

Goveming Law: This Agreement will be governed as to performance, administration,

and interpretation by the laws of the Commonwealth of Pennsylvania, exclusive of its
rules with respect 'to conflicts of law, except as to rules with respect to credit for
reinsurance, in which case the rules of all applicable states will apply.

Nepotiated Ag;_;cgmgn : - This Agreement has been negotiated by the parties, and the fact
that the initial and final draft will have been prepared by an Intermediary will not give
rise to any presumptions for or against any party to this Agreement, or be used in any
form in the construction or interpretation of this Agreement or any of its provisions.

Notices: Wherever written notice is required under this Agrccshcnt, it will be in writing
and either delivered personally or sent by certified mail, return receipt requested to the
Intermediary. .

Entire Agreement: This Agreement supersedes and merges with any and all previous
agreements, whether written or oral, between the Company and the Reinsurer, or their
predecessors with respect to the reinsurance of the Company by the Reinsurer
commencing July 31, 1996 and constitutes the full and complete Agreement between the
parties with respect to this reinsurance. No amendment to this Agreement will be vahd
un!css in writing and signed by both parties.

Third Party Beneficiary: Except as expressly provzded for in the Insolvency Article, the
provisions of this Agrcement are intended solely for the benefit of the Company and
the Reinsurer, Nothing in this Agreement will in any manner create or be construed to
create any obligations to or establish any rights against any party to this Agmcmem in
favor of any other persons not party to tlus Agreement.

ARTICLE XX - LOSS ADJUSTMENT EXPENSE

Loss Adjustment E#pensc means any and all paid or payable costs and expenses allocable to a
specific claim-that are incurred by the Company in the investigation, appraisal, adjustment,
settlement, litigation, defense, or appeal of a specific claim, including court-costs and costs of
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B supersedes and appeal bonés expensc mciadmg a pro rata sharc of salaries and expenses of

Company' employees and ‘expenses: of . Company efficers who have been tempotarily diverted . .

from their normal and customary duties and. assigned to the field adjustment of Josses covered by -

this Agreement, interest acctued after award or Judgment and pre-judgment interest awarded,

legal expenses and costs incurred-by the Company in: connectxcn with coverage questions and,' -
. legal . actions connected therewith, - monitoring counsel expenses, Dec!aratc)ry Judgement

‘Expenses and legal costs and expenscs assocxatcd with exira. con!ractual obi:gations and loss in

. excess of pohcy limits.

, “Momtonng Counsel Expenses” és nsed in thxs agmement shall mean ail loss expenses |

incurred by the cempany as a result of activitiés of an authorized monitoring counsel related to

‘orie speclﬁc loss and-one specific pohcy that can not be charged agamst the ongmal pohcy to

. erode zt 8 lumt of ixablhty

“Declamiory Judgment Expenses“ as used in thxs agrecment shall ‘mean;’ all iegal expenses
~ incurred in the representation of the Company in litigation brought to determine the Company’s
" defense and /or indemnification. obligations,. that are allocable to any specific claim or Joss
- . covered by Policies. reinsured under this Agreement, In addmon, the Company shall prompt]y

noﬁfy the Reznsurer of any Declaxatory Judgznent Expcnses sub3ect to this Agrccmant

_ ARTICLE XXI POOLYNG ARRANGEMENT

' Rehancc Insurance Company of }limms assumes. }00% of the lxablhty of Rehancc Lioyd's after :
~ deduction for facultative reinsurance. Effective December 31, 1995, Reliance" Insurance
. Compaay assumed 100% of the respons:blhty (as «either a direct rwponmbxhty ‘by assumption -

. reinsurance or by way. of indemnity reinsurance) for all of the business previously or currently
_ written by Reliance National Insurince Company of Néw York and United Pacific Company of

“New York, Reliance Insurance Company assumeés ‘100% of the liability to' United Pacific® -
[nsumnce Company, Reliance. National l'ndemmty Company; Reliance National Insurance

. Company, Reliance Insurance .Company- of Illinois, and Reliance Insurance Company of

California, after deduction for facultative reinsurance and ceded captlve reinsurance programs.

Noththstanchng any. other. provisions of this Agreement, this Agxecmcnt protects such.assumed

reinsurance liability as if it were written: dlrectly by Reliance Insurance Company and attaches
‘prior to redistribution 16 those companiés "under. the terms of the Company's mter»company .

_- Teinsurance poul which redxstnbunon wﬂl Be d:s:‘egarded for all purposes hcreunder o
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ARTICLE XXIi - FEDERA,L EXCISE TAX S

'. (This Article applies to Remsurars domxclled outside the United States of Amenca, exceptmg
Lloyd's London Underwriters and other Remsmvers exempt fram cheral EXCISE Tax. ) ‘ :

_ 'i‘hc Remsurer has agreed to. alfow for the purpose of payuzg the Federal ‘Excise Tax, the-

applicable percentage of the pre.mzum payable hereon to- the extent such ptemmm is sub;ect to
- Federak Excise Tax. A . '

In the cvem “of any return of premium becormng due hereunder the Remsurer wﬁl deduct the
" applicable percentage from the amount of the return, and the- Company or 1ts agent should take. '
©steps to recover the tax fmm the U 5. Govemment ‘

ARTICLE XXHI SERVICE OF sg;
(Thls Amole apphes to unliccnscd Rcmsmers only )

In the evcnt of a dispute arising out of of in connectmn wﬂh this Agmement, or the Reinsurer
fails to pay any amount claimed to be due under this Agreement, at the request of the Company,
the Reinsurer will submit to the jurisdiction of a Court of competent Jurisdiction within the

Commonwealth of Pennsylvama, -comply with all requirements necessary to -that Court's
 jurisdiction, and all matters arising under this Agreement will be determined in accordance with
. the law and practice of that court and jurisdiction. Nothing in this Article constitutes a waiver of
. the Compény's or the Reinsurer's rights to commence an action in any Court of competent

. jurisdiction in the United States District-Court, or.to seek a transfer of a case to another ceurt as
, perxmtted by the Iaws of the Umted States or of any state in the Umted States.

The Remsmcr hereby appomts Kroll & Tract, 520 Mad:son Avcnue New York, N Y 10022— :
4235, ("the Firm™) 4s the party upon whick service of process in such suit may be made, and in . -
any suit instituted, the Reinsurer will abxde by the ﬁnal decision of sich court or of any appellatc .

~ court in the event of an appeal. .

The Firm'is hereby exprcssly authorized and directed by the Remsurer as its true and lawful
attorhey to accept service of process of suit on behalf of the Reinsurer in any .suit by the
Company and, upon the request of the Company, to give a written undertaking to the Company
" to enter a general appearance upon behalf of the Reinsurer in the event a suit will be instituted.

F_unhe:', pursuant to any statute of any state, territory or district of the United States which makes
" provisions therefor, the Reinsurer hereon hereby. designates. the Superintendent, Commissioner,
-* Director of Insurance, or other officer specified. for that purpose in the statute, or his successoror
“successors in office, as its true and lawful attommey upon whom may be served any lawful process
“in any action, suit or proceeding instituted by or on bebalf of the Company or any beneficiary
hereunder arising out of this agreement of reinsurance, and hereby designates the above-named
as the person to whom the said officer is authonzed to mail such process or.a true copy thcreof
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ARTICLE XXIV - INSOLVENCY

- In the event of the declared insolvency of one (or more) of the Companies remsu.red under this
Agrecment and the appozatmcm of a liquidator, receiver, conservator, or statutory successor for
that Company, this reinsurance will be payable directly to the Company or to its liquidator,
receiver, conservator, or statutory. successor on the basis of the Hability of that insolvent

. Company as a result of claims allowed against that Company by any court of competent
jurisdiction or any liquidator, receiver, conservator, or statitory successor having authority to

allow such claims without diminution because of the insolvericy of the Company or because the

liquidator, receiver, conservator, or statutory successor of the Company has failed to pay all or a
portion of any claim.

Every hquldator Teceiver, conservator, statutory successor of the Company, or guaranty fund or
association will give written notice to the Reinsurer of the pendency of a claim involving the
Company indicating the subject policy, which claim would involve a possible liability on the part
of the Reinsurer to the Company or to its liquidator, receiver, conservator, or statutory successor,’
within a reasonable amount of time after the claim is filed in the conservation, fiquidation,
receivership, or other proceeding. During the pendency of any claim, the Reinsurer may
investigate the same and.interpose, at its own expense, in the proceeding where that claim is to
be adjudicated, any defense or defenses that it may deem available to the Company, or to its
liquidator, receiver, conservator, statutory Successor, or guaranty fund or association. The

expense thus incurred by the Reinsurer will be chargeable, subject to the approval of the Court,
against the Company as part-of the expense of conservation or liquidation to the extent of a pro

rata share of the benefit that may accrue to the Company as a result of the defense undertaken by
the Reinsurer,

Wherc two or merc.reinsurers are involved in the same claim and a majority in interest elect to
imerpose defense to the claim, the expense will be apportioned in accordance with the terms of
this Agreement as though such expense had been incurred by the Company.

The reinsurance will be payable by the Reinsurer to the Company, or to its liquidator, receiver,
conservator, of statutory -successor (except as provided by Section 4118(a) of the New York
Insurance Law) or (a) where the Agreement specifically provides another payee of such
reinsurance in the event of the insolvency of the Company and (b) where the Reinsurer with the
consent of the direct insured or insureds has assumed such policy obligations of the Company as
direct obligations of the Reinsurer to the payees under such policies and in substitution for the
obligations of the Company to such payees. Prior to implementation of a novation, any
certificate of assumption on New York risks must be approvcd by the Supenntendcnt of
Insurance for the State of New York. ,
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ARTICLE XXV - ARBITRATION

Any and all disputes between the Company and the Reinsurer arising out of, relating to, or
concerning this Agreement, whether sounding in contract or tort and whether arising during or
after termination of this Agreement, will be submitted to the decision of a board of arbitration
composed of two arbitrators and .an umpire ("Board") meeting at a site in Philadelphia,

Pennsylvania. The arb:trauon will be conducted under the Federal Arbitration Act and wzn
proceed as follows:

A

Subpiission to Arbitration, A notice requestiné-arbi&aﬁon, or any other notice made in
connection therewith, will be in writing and will be sent certified mail, return receipt

requested, to the affected partics. The notice requesting arbitration will state In.

particulars all issues to be resolved in the view of the claimant, will appoint the arbitrator
selected by the claimant, and will set a tentative date for the hearing, which date will be

no sooner than ninety {90) days and no later than one hundred fifty (150) days from the

date that the notice requesting arbitration is mailed. Within thirty (30) days of receipt of
the claimant's notice, the respondent will notify the claimant of any additional issues to
be resoived in the arbitration and of thc name of its appomtcd arbitrator,

Arbltratmn Board Membershi g Unless otherwise mutually agreed, the members of the
Board will be impartial and disinterested and will be (i) current or former officers of

) propcr:y-casua}ty insurance companies or reinsurance compa:ucs, (ii) active or retired

lawyers who are practicing or who have practiced in the reinsurance field and who are -
not then actively and regularly representing insurers or reinsurers as an attomcy-at~!aw
or (iii) Underwmcrs at Lloyd's, London.

As time is of the essence, if the respondent fails to appoint its arbxtxato: within thirty (30)
days after having received the claimant's written request for arbitration, the claimant is

“authorized to and will appoint the second arbitrator. The two appointed arbitrators will

choose an umpire before instituting the hearing. 1f the two arbitrators fail to agree upon
the appointment of an umpire within thirty (30) days afier notification of the appointment
of the second arbitrator, the two arbitrators will promptly request the Insurance
Arbitration Forum ("IAF") or American Arbitration Association ("AAA™) to appoint an
umpire for the arbitration with the. quahﬁcauons set forth above in this Article. If the
IAF or AAA fails to name an umpire within thirty (30) days of the arbitrators’ request, -

- either party may apply to the court named below to appoint an umpire with the above
required qualifications.

"The umpire will promptly notlfy in writing ali pames 10 -the arbitration of his selection

and thereupon the Board will notify all parties of the scheduled date for the hearing.
Upon resignation or death of any member of the Board, a replacement will be appointed
in the same fashion as the res:gmng or deceased member was appointed.
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"C. Submission of Briefs, Once fully appointed, the Board will determine all requisite timing
of the arbitration in the interest of faimess and an expeditious hearing and decision. The
claimant and the respondent will each submit initial briefs to the Board outlining the
issues in dispute and the basis, author:ty, and reasons for their respective positions. The
claimant and the respondent may submit reply briefs to the Board afier filing of the initial
briefs). Initial and reply briefs may be amended by the submitting party at any time prior
to the date of commencement of the arbitration hearing. Reasonable responses will be

allowed at the arbitration hearing to new material contained in any-amendments filed to
the briefs but not previously responded to.

D. ' Arbifration Award, The Board will make a decision and award with regard to the terms
“expressed in this Agreement, the original intentions of the parties to the extent reasonably
ascertainable, and the custom ‘and usage of the property and casualty insurance and
reinsurance business which decision and award will be in writing and will state the basis

for the decision and award.

The decision and award will be based upon a hearing in which evidence will be: allowed
and which the formal rules of evidence will not strictly apply but in which cross-
examination and rebuttal will be allowed. At its own election or at the request of the
Board, either party may submit a post-hearing brief for consideration of the Board after

" the closing of the hearing. The Board will make its decision and award foliowing the
close of the hearing or the submission of post-hearing briefs, whichever is later. Every
decision by the Board will be by a majority of the members of the Board and each
decision and award by the majority of the members of the Board will be final and binding
upon ‘all parties to the proceeding. Either party may apply to a court of competent
jurisdiction within the Commonwealth of Pennsylvania for an order confirming any
decision and the award; a judgment of that court will thereupon be entered on any
decision or award. If such an order is issued the attorneys' fees of the party so ‘applying
-and court costs will be paid by the party against whom confirmation is sought. The

"~ Board may award-interest at a rate of up to one hundred (100) basis points above the
-prime rate as published in the Wall Street Journal (Eastern Edition) on the date of the
award calculated from the date the Board determines that any amounts due the prevailing
party should have been paid to the prevailing party but may not award punmvc,
exemplary, or treble damages.

E. Arbitration Expense. Except in the event of a consolidated arbitration, each party will
bear the expense of the one arbitrator appointed by it and will jointly and equally bear
with the other party the expense of any stenographer requested, and of the umpire. The
remaining costs of the arbitration proceedings will be finally allocated by the Board.
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F. Evidence. Subject to customary and recognized Jegal rules of privilege, each party
participating in the arbitration wili have the obligation to produce those documents and as
- witnesses to the arbitration those of its employees, those of its affiliates, and those of any
intermediary or underwriting manager as any other participating party reasonably
requests providing always that the same witnesses and documents be obtainable and
relevant to the issues before the arbitration and not be unduly burdensome or excessive.
The parties may mutually agree as to pre-hearing discovery prior to the arbitration
hearing and in the absence of agreement, upon the request of any party, pre-hearing
discovery may be conducted as the Board will determine in its discretion to be in the
interest of faimess, full disclosure, and a prompt hearing, decision, and award by the
‘Board. The Board will be the final judge of the procedures of the Board, the conduct of
the arbmauan, the rules of evidence, the rules of privilege and production, and of
-excessiveness and relevancy of any witnesses and documents upon the petition of any
participating party. To the extent permitted by law, the Board will have the authority to
issue subpoenas and other orders to enforce its decisions. The Board will have the
authority to issue interim decisions or awards in the interest of fairness, full disclosure,
and a prompt and orderly hedring, decision, and award by the Board.

G. - Eguitable Relief. Nothing herein will be construed to prevent any pamgpatmg party
from applying to a federal district court or other court of competent junsdxctlon fo issue a
restraining order or other equitable relief to maintain the "status quo® of the parties
participating in the arbitration pending the decision and award by the Board or to prevent
any party from incurring irreparable harm or damage at any time prior to the decision and
award of the Board.

H. Co:zsolidated Hearing. Upon request of the Company made within thirty (30) days of the
: umpire's sppointment, the Board may order a consolidated hearing between the Company
and all affected Reinsurers to this Agreement if the Board is satisfied in its discretion that

the issues in dispute affect more than one Reinsurer and a consolidated hearing would be

in the interest of fairness and a prompt resolution of the issues in dispute. If the Board

orders a consolidated hearing, all other affected participating Reinsurers in dispute with

" the Company will join and participate in the arbitration at the Company’s request under

~ 'time frames established by the Board and will be bound by the Board's decision and
award unless excused by the Board in its discretion. Any Reinsurer may decline to
actively parficipate in_a consolidated arbitration if in advance of the hearing, that
Reinsurer will file with the Board 2 writien agreement satisfactory 10 the Board to be

bound by the decision and award of the Board in the same fashion and to the same degree

as if it actively participated in the arbitration. Nothing in this Article will be construed to

preclude a Reinsurer from requesting the -Board to excuse that Reinsurer from -

panm:panon in the consolidated hearing on the basis that fairness would be served by ,'
exempting such Reinsurer or that as to that Rcmsurer, the issues in dxspute do not affect
that Remsurer ‘
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In the event of an order of consolidation by the Board, the arbitrator appointed by the
original Reinsurer will be subject to being, and may be, replaced within thirty (30) days
of the Board's order of consolidation by an arbitrator named by the Reinsurer with the
largest participation in this Agreement affected by the dispute and participating in the
arbitration. In the event two or more Reinsurers affected by the dispute each have the
same largest participation, they will agree among themselves as to the replacement
arbitrator, if any, to be appointed. The umpire will be the final determiner in the event of
any dispute over replacement of that arbitrator. All other aspects of the arbitration will be
conducted as provided for in this Article provided that (1) each party actively
participating in the consolidated arbitration will have the right to its own attomey,
position, and related claims and defenses; (2) each party will not, in presenting its

position, be prevented from presenting its position by the position set forth by any other.

party; and (3) the cost and expense of the arbitration, exclusive of attomney’s fees (which
will be bome exclusively by the respective retaining party) but including the expense of
any stenographer requested and the fees of the umpire and arbitrators will be bome pio
rata by each party actively participating in the consolidated arbitration or as the Roard
will determine to be fair and appropriate under the circumstances.

ARTICLE XXVI - INTERMEDIARY CLAUSE -

Median Re, Inc. is hereby recognized as the intefm’ediary negotiating this Agreement for all

business hereunder. All communications (including but not limited to notices, statemnents,
premium, return premium, commissions taxes, losses, loss adjustment expense, salvages, and

loss settlements) relating thereto shall be transmitted to the Company or the Reinsurer through ,
98 Cuttermill Road, Suite 3468, Great Neck, New York 11021. Payments by the Company to

+ the intermediary shall be deemed to constitute payment-to the Reinsurer. Payments by the
Reinsurer to the intermediary shall be deemed to constitute payment to the Company only to the
extent that such payments are actually received by the Company.
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TREATY ENDORSEMENT "D"

Poilurion Liability Exclusion Clause — Reinsurance

Thls reinsurance excludes

1. Any loss occurrence arising out af the actual, aileged or threatened dzschazgc
- dispersal, release or escape of pollutants: '

a) At or from premiscs owncd, rentcd'or occilf;ied by an original assurcd; or

b} Ator from any site or location used for the handlmg, storage dlsposal pmcessmg
or treatment of waste; or

¢) Which are at any time transported, handled stored, tmatcd dlsposcd of, of
processcdaswaste or .

d) At or from any site or location on which any original assmed is performmg
operations:

@) If the pollutants are ‘orought on of to the site or locat:on in connection with
-+ such operations; or

(it  If the operations are to test for, monitor, clean-up, FEMOVe, contain, treat,
detoxify or neutralize the pollutants.

2. Any liability; Joss, cost or expense arising out of any governmental direction or
request to test for, monitor, clcan-up, remove, contain, treat, detoxify or neutrahze
pollutants. .

" "Pollutants" means any solid, liquid, gaseous or thermal imritant or contaminant,
including smoke, vapor, soot, fumes, acids, alkalis, chemicals and waste. Waste
. includes materials to be recycled, reconditioned or reclaimed.

Subparagraphs (a) and (d) (i) of paragraph (1} of this exclusion do not apply to loss
occurrences caused by heat, smoke or fumes from a hostile fire. As used herein,
"hostile fire" means one which becomes uncontroliable or- breaks out from where it
was mtcnded to be.

"Original assured” as used herein means all insureds as defined in the policy issued by
the Company.
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TREATY ENDORSEMENT "E"

Insolvency Fm;ds Exclusinn CIMe

This Agreement excludes all liability of the company arising by contract, operation of
law, or otherwise form its participation or membership, whether voluntary or involuntary,
i any insolvency fund or from reimbursement of any person for any such liability,
“Insolvency fund” includes any guaranty fund, insolvency fund, plan, pool, association,
fund or other arrangement, howsoever denominated, established or governed, which
provides for any assessment of or payment or assumption by any person of part or all of
eny claim, debt, charge, fee, or other obligation of an insurer, or its successors or assigns,
. which has been declared by any competent authority to be insolvent or which is otherwise
deemed unable to meet any claim, debt, charge, fee or other obligation in whole or in

part, ) |
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TREATY ENDORSEMENT “F.1"

Nuclear Incident Exclusion Clause - Liability — Reinsurance - US.A.

1.. This reinsurance does not cover any loss or liability accmihg to the Reassured as a
member of, or subscriber to, any association of insurers of reinsurers formed for the

purpose of covering nuclear energy’ risks or as a direct or indirect reinsurer of any
such member subscnber or association.

2. Without in any way restricting lhe operation of parégfapb 1. of this clause it is
understood and agreed that for all purposes of this reinsurance all the original policies
of the Reassured (new, renewal and replacement) of the classes specified in Clause II.
In this paragraph 2, from the time specxﬁed in Clause III. In this paragraph 2. Shall

be deemed to include the follomng pl‘DVlSlOll (specified as the Limited Exclusion
: Provxsmn)

Limited Exclus:‘on Provision

I. It is agreed that the policy does not apply under any liability coverage, to
injury, sickness, disease, death or destruction, bodily injury or property
damage with respect to which an insured under the policy is also an insured
under a nuclear energy liability policy issued by Nuclear Energy Liability

. Insurance Association, Mutual Atomic Energy Liability Underwriters or
‘Nuclear Insurance Association of Canada, or would be an insured under any
such policy but for its termination upon exhaustion of its limit of liability.

.- Family Automobile Policies (liability only), Special Automobile Policies

-(private passenger automobiles, liability only), Farmers Comprehensive

Personal Liabilities Policies (liability only), Comprehensive Personal Liability

Policies (liability only) or policies of a similar nature; and the liability portion

. of combination forms related to the four classes of policies stated above, such

* - as the Comprehensive Dwellmg Policy and the applicable types of
Homeowners Policigs. -

fll.  The inception dates and thereafter of all original policies as described in II..
Above, whether new, renewal, or replacement, being policies which either.

a) become effective on or after 1% May, 1960, or

b) become effective before that date and contain the Limited Exclusion
Provision set out above; provided this paragraph 2. shall not be applicable
to Family Automobile Policies, Special Automobile Policies, or policies or
combination policies of a similar nature, issued by the Reassured on New
York risks, until 90 days following approval of the Limited Exclusion
Provision by the Governmental Authority having jurisdiction thereof.
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3. -Except for those classes of policies specified in Clause II. of paragraph 2. And
without-in any way restricting the operation of paragraph 1. Of this Clause, it is
understood and agreed that for all purposes of this reinsurance the original liability
policies of the Reassured (new, renewal and replacement) affording the following
coverage's;

Qwners, Landlords and Tenants Liability, Contractual Liability, Elevator Liability,
Owners or Contractors (including railroad) Protective Liability, Manufacturers and
Contractors Liability, Product Liability, Professional and Malpractice Liability,
Storekeepers Liability, Garage Liability, Automebile Liability (including
Massachusetts Motor Vehicle or Garage Liability) shall be deemed to include with
respect to such coverage's, from the time specified in Clause V, of this paragraph 3.,
the following provision (specified as the Broad Exclusion Provision):

Broad Exclusion Provision

It is agreed that the policy.does not appiy:

I.  Under any Liability Coveragc to injury, sickness, disease, death or
destruction, bodily injury or property damage.

a) With respect to which an insured under the policy is also an insured under
nuclear energy liability policy issued by Nuclear Energy Liability
Insurance Association, Mutual Atomic Energy Liability Underwriters or
Nuclear Insurance Association of Canada, or would be an insured under
“any- such policy but for its termination upon exhaustion of its limit of
liability; or :

b) Resulting from the hazardous properties of nuclear material and with
respect to which (1) any person or organization is required to maintain
financia! protection pursuant to the Atomic Energy Act of 1954, or any
law amendatory thereof, or (2) the insured is, or had this policy not been

issued would be, entitled to indemnity from the United States of America,
or any agency thereof, under any agreement entered into by the United
States of America, or any agency thereof, with any person or organization.

0.~ Under any Medical Payments Coverage, or under any Supplemantary'
Payments Provision relating to medical or surgical relief, first aid, to expenses
incurred with respect to bodily injury, sickness, disease or death, nuclear.
material and arising out of the operation of a nuclear facility by any person or
organization. ‘
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Under any Liabitity Coverage, to' injury, srcimcss, disease, death. or
destruction, bodily injury or property damage resuitmg from the hazardous
properties of nuclear material; :f

a) the nuclear material (1) is at any nuclear facility owned by, or operated by

or on behalf of. an insured or (2) has been discharged or dispersed
therefrom; _ :
b) the nuclear material is contained in spent fuel or waste at any time

possessed, handled, used, processed, stored, transpcrted or dlspcsed of by '
or on behalf of an insured); or

¢) thei mJury, sickness, disease, death or destructiorn, bodily i m}ury or propcrty _
damage arises out of the furnishing by an insured of services, materials,
parts or equipment in connection with the planning, construction,
maintenance, operation or use of any nuclear facility, but if such facilitj« is
located within the United States of America, its territories, or possessions
or Canada, this exclusion (c) applied only to injury to or destruction of
property damage to such nuclear facility and any property thereat. .

As-used in this endorsement:

“hazardous properties” include radioactive, toxic or explosive properties,
"nuclear material” means source material, special nuclear material or by-

* product material; "source material”, “"special nuclear material®, and "by-

product material” have the meanings given them in the Atomic Energy Act of
1954 or in any law amendatory thereéof; "spent fuel” means any fuel element
or fuel component, solid or liquid, which has been used or exposed to
radiation in a nuclear reactor) "waste” means any waste material (1)
containing by-product material other than the tailings or wastes produced by
the extraction or concentration of uranium or thorium from any ore processed
for iis source material content and (2) resulting from the operation by any

. person or. organization of any nuclear facility included within the definition of

nuclear facility under paragraph (a) or (b) thereof; "nuclear facility” means:
a) any nuclear reactor;
b) any cqulpmcnt or dev:cc des:gned or used for (1) separating the isotopes

or uranium or plutonium, (2) processing or utilizing spent fuel, or (3)
handling, processing or packaging waste; .




4. Without in any way restnctlng the operations of paragraph 1 of thls Clause, it is
understood and -agreed that paragraphs 2. and 3. above are not applicable to original -

Median Re, Inc,

c) any equipment or device used for the processing, fabricating or alloying of

special nuclear material if at any time the total amount of such material in
the custody of the insured at the premises where such equipment or device
is located consists of or contains more than 25 grams of plutonium or

_uranium 233 or any combination thereof, or more than 250 grmns of
uranium 235; '

d) any stmcture basin, excavation, p:emxses or place prepared or used for the '

storage or dxspcsal of waste

and includes the site on which any of the foregomg is located all operations -
. conducted on such site-and all premises uséd for such operations; "nuclear

reactor” means any apparatus designed or used to sustain-nuclear fission in a

self-supporting chain reaction or to contain a critical mass of fissionable -

material; with respect to injury to or destruction of property, the word *injury”

. or "destruction” includes all forms of radioactive contamination of property;
property damage” includes all forms of radioactive contamination of

property

The mcepucn dates and thereafier of all original policies affordmg coverape's
specified in this paragraph 3., whether new, renewal or replacement, being

- "policies which become effective on or after 1* May, 1960, provided this

paragraph 3. shall not be applicable to: -

()  Garage and Automobile Policies issued by the Reassured on New
York nsks; or

(ii}y  Statutory liability insurance requu'ed under Chapter 90, ‘General Laws
of Massachusetts.

" until 90 days following approval of the Broad Exclusion Provision by the

Govermmental Authority havmg jurisdiction thereof.

liability policies of the Reassured in' Canada, and that with respect to such policies,
“this Clause shall be deemed to include the Nuclear Energy Liability Exclusion
Provisions adopted by the Canadian Underwriters' Association or the lndcpendent
Insurance Conference of Canada.
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‘TREATY ENDORSEMENT "F.2"

Nuclear Incident Exdusion Clause — Liabi!g_tx‘ — Reinsurance — Canada

L 'I'hls Agreement does not cover any loss or izab:lny accruing to the. Company as a
- member of, or subscriber 1o, any association of insurers or reinsurers formed for the

purpose of covering nuclear encrgy risks or as a direct or indirect remsurer of any '
such member, subscriber or assocsanon

2. Without in any way restnctmg the operation or Paragraph 1. of this Clause, it is
- agréed that for all purposes of this'Agreement all the original liability contracts of the °
Company, whether new, rencwal or replacement of the following classcs, mmely

Personal Liability -
.Farmers Liability
Storekeepers' Liability

which become effective on or after 31* December 1984, shall be deemed to include,
from their inception dates and thereafter, the following provxszon

Lmnted Exclusion Provision.

This Policy does not apply to bodily i injury or property damage with respect to which
the Insured is also insured under a contract of nuclear energy liability insurance
(whether the Insured is unnamed in such contract and whether or not it is legally
enforceable by the Insured) issued by the Nuclear Insurance Association of Canada
or any other group or pool of insurers or would be an Insured under any such policy
but for its terrnination upon exhaustion of its limits of liability.

With respect to property, loss of use of such property shall be deemed to be property
damage. ) ,

3. Without in-any way restricting the operation of Paragraph 1. of this Clause, it is
- agreed that for all purposes of this Agreement all the original liability contracts of the
. Company, whether new, renewal or replacement, of any class whatsoever (other than -
- Personal Liability, Farmers' Liability, Storekeepers'. Liability or Automobile Liability
* contracts), which become effective on or after 31% December 1994, shall be deemed
to include, from their inception dates and thereafter, the following provision:

- B_read Exclusion Provision
It is agréed that this Policy does not apply:

(a) to liability imposed by-or arising under the Nuclear Liability Act; nor
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(b) to bod;ly m;nry or property damage with respect to which an insured under this
Policy is also insured under a contract of nuclear energy liability insurance
(whether or not it is legally enforceable by the insured) issued by the Nuclear
Association of Canada or any other insurer or group or poo! of insurers or would

be an insured under any such pohcy but for its tcrmmanon upon exhaustion of its
limit-of liability; nor

() to bodily injury or property damage resnltmg directly or indirectly from the
nuclear cnergy hazard arising from:

(). the ownership, maintenance, operatzon or use of a nuclear facility by or on
' behalf of an insured;

(i)  the furnishing of an insured of services, materials, parts or eqmpment in
connection with the planning, construction, maintenance, operat:on or use
of any nuclear facility; and

(iii)  the possession, consumphon use, handling, disposal or transportation of
fissionable substances, or of other radioactive material (except radioactive
isotopes, away form a nuclear facility, which have reached the final stage
of fabrication so as to be usable for any scientific, medical, agricultural,

commercial or industrial purpose) used, distributed, handled or sold by an
insured,

As used in this Policy:

(1} The term "nuclear energy hazard" means the rad:oacnvc toxic, exploswe or
other hazardous properties of radioactive material;

(2)‘ The term "radioactive materiai " means uranium, thorium, plutonium, neptunium,
“ their respective derivatives and compounds, radioactive isotopes of other
elements and any other substances that the Atomic Energy. control Board may,
by regulation, designate as being prescribed substances capable of releasing
atomic energy, or as being requisite fﬂr the productson use or application of
atomic energy;”

'(3) The term "nuclear facility” means: '

(a) any apparatus designed or used o sustain nuclear fission in a self-supporting
chain reaction or to contain a' critical mass of plutonium, thonum and
uranium or any one or more of them; :

(b) any exjuipmem or devise designed or used for (i) separating the jsotopes of

plutonium, thorium and uranium or any one or more of them, (ii) processing
or utitizing spent fuel, or (iii) handling, processing or packaging waste;
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(c) any equipment or device used for the processing, fabricating or alloying of
plutonium, therium or uranium enriched in the isotope uranium 233 or in the
‘isotope uranium 235, or any one or more of them if at any time the total
amount of such material in the custody of the insured as the premises where
such equipment or device is located consists of or contains more than 25
gams of platomum or uranjum 233 or any combination thereof, or more than
250 grams of urahium 235;

" (d) any structure, basm, excavation, premises or place prepared or used for the
storage or dasposal of waste radloactwe matenal

" and includes the site on which' any of the foregoing is located, togcthcr with ail
operations conducted thercon and ail premises used for such operations.

(4) The term "fissionable substance” means any prescribed substance that is , or from

which can be obtained, & subme capable of releasing atomic energy by
nucléar fission,

(5) With respect to property, loss of use of such property shall be decmed to be
property damage.
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TREATY ENDORSEMENT "F.3"

" Nuclear Incident Exclusion Clause — Reinsurdnce —No. 4
L

This Reinsurance does not cover any loss or liability accruing to the Reassured as a
member of, or subscriber to, any association of insurers or reinsurers formed for the
purpose of covering nuclear energy risks or as a direct or indirect reinsurer of any
such member, subscriber or association.

Without in any way restricting the operations of Nuclear Incident Exclusion Clauses,
- Liability, - Physical Damage, - Boiler and Machinery and Paragraph 1. of this
Clause, it is understood and agreed that for all purposes of the reinsurance assumed
by the Reinsurer from the Reinsured, all original insurance policies or contracts of the
Reinsured (new, renewal and replacement) shall be deemed to include the applicable
existing Nuclear clause and/or Nuclear Exclusion Clause's in effect at the time and
any subsequent revisions thereto as agreed upon and approved hy the Insurance
Industry and/or a qualified Advisory or Rating Bureau
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Exhibit C

For Reliance/The Liquidator

Keith Kaplan

Reliance Insurance Company (In Liquidation)
75 Broad Street

New York, NY 10004

Tel. 212-858-5087

Fax 212-858-5050

For Folksamerica/Reinsurer

Folksamerica Reinsurance Company
One Liberty Plaza, 19" Floor

New York, NY 10006

Attn: Legal Department

Tel: 212-312-0232

Fax: 212-732-5614



CERTIFICATE OF SERVICE

1 hereby certify that on July 30, 2007, true and correct copies of the Liquidator’s

Petition for Approval of Commutation, Settlement Agreement and Release were served upon the

following:

Yia Notice of Filing

Members of Reliance Master Service List

CHRISTOPHER J. LOWE



