N THE COMMONWEALTH COURT OF PENNSY EVARIA

2

JOEL 8. ARIO, : =
Acting Insurance Commissioner of the : g L
Commonwealth of Pennsylvania,
Plaintiff
V.
:  DOCKET NO. 265 M.D. 2001 -
RELIANCE INSURANCE COMPANY, : —

—ed

Defendant

INRE: Commutation, Settlement Agreement and Release berween
Reliance Insurance Company (In Liquidation) and LDG Reinsurance
Corporation for and on behalf of members of the Workers’ Compensation
Alternative Facility 1 :
"~ Order
AND NOW, this [ day of Sangeed 2008 ideration of th
, this ay of Janig ZUUE, upon consideration of the
y ___._fz‘j____ p |
Liquidator’s Petition for Approval of Commutation, Settlement Agreement, and Release
(“Settlement Agreement”) between Reliance Insurance Company (“Reliance or Estate”)
and LDG Reinsurance Corporation for and on behalf of members of the Workers
Compensation Alternative Facility 1("Reinsurers™} submitied by the Liquidator for
Reliance Insurance Company (In Liguidation):
The Court ACCEPTS the Liquidator’s representations that the Settlement
Agreement is in the best interest of the Reliance Estate, as the Settlement Agreement
allows the Liquidator to terminate and commute the Reinsurance Agreement and the Estate
will receive an economic benefit amounting to $18,487,700;
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; and : '



Accordingly, the Court accepts the Liquidator’s representations aud b asec’i
thereon approves the Commutati ott, Setilement Agreement and Release atiached her
and marked as Exhibit A.

» Further, counsel for the Liguidaior is directed to serve's copy of this order

-

upon those listed on the Master S‘,rv ice Lig > with the Court an affidavit that serviee

has been effactuated.

TAMES/GARDNER COLINS, Tifige Zonins Tudoa.




COMMUTATION, SETTLEMENT AGREEMENT AND RRLEASE

THIS COMI\«é."i’JTA”FlE()Ns SETTLEMENT AGREEMENT AND RELEASE
{“Agreement”), made effective and entered intg this &L’é .ciay of September, 2007, by and
between LDG Reinsurance Corporation for and on behaif of Tfansaﬂantic Reinsurance
Company, New York, New York, (hereinafier known as the “Reinsurer”) and Joel S. Ario,
Acting, Insurance Commissioner of the Commonwealth of Pennsylvania, in his capacity as
Stamtory Liquidator of Reliance Insurance Company (In quuldatlon) (hereinafter known as the
“Cedant”). David S: Brietling, Chief Liquidation Officer, is acting on behalf of Joel S. Ario, 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 Cédant entered into contracts of reinsurance wherein the
Reinsurer obligated itself to accept from the Cedant the cession of a certain percentage of
liabilities with respect to risks written or assumed by the Ccdant and/or agents of the Cedant,
and,

B, The reinsurance agreements referred to in Recital A above are set out on Exhibit
A attached hereto and are herein collectively referred to as “the Contract”, and;

C. Pursuant to the Contract, there are loss developfnents, the total amount of which
are not fully known or not yet capable of determination, representing iiébilities which are or may
come due from the Reinsurer to the Cedant, and;

D. The parties hereto recognize and understand 'éhat, based upon current economic
projections, a substantial portion of the Reinsurer’s qbligations to the Cedant may become

payable in the future rather than at present; that the Reinsurer's future habilities and obligations



to the Cedant pursu_zﬁt.m the Confract have been evaluated, but cannot be determined in an
amount ceitain at this time; and that 2 s:cttiemant and commutaﬁ@ﬁ of the. Eeinsurer’s obiigatioﬁs .
to the Cedant based upon present cziculations of outstanding losses, including incurred but not
reported losses, will eliminate the uncert.ainty 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 Agreements
1, Subject to the receipt by the Cedant of the Consideration as set out in Article 4

herein, together with any collection expensés 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 hersby irrevocably releases %he. Reinsurer, its predecessors,
- successors, assigns, shareholders, officers, directors, agents, sub-agents, brokeré and sub-brokers
from One Hundred Percent (100%) of all adjustments, obligations, Habilities, 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, wﬁether known or unknown, suspected or unsuspécted, fixed

or contingent, arising out cf, or in connection with the Reinsurer’s participations on the Contract,

i



whether or ot any of such conirasts are void or voidable.

-

p ' Relezse of the Cedant

2. In cénsidcration of the rclease set out in Article 1 herein, the Reinsurer hereby
itrevocably releases the Cedant, its predecessors, successors, assign_s,. shareholders, officers,
directors, receivers, Eiquiciatogs, administrators, agents, suB—agems, brokeers and sub-brokers from
One Hundred Percent (100%) of all adjustments, obligations, liabilities, offsets, actions, causes
of action, proofs of qlaim, suits, debts, sums of money, 'accounts, reckonings, bonds, bills,
covenants, contracts, conversions, costs, agreements, proﬁu'sc’s, damages, efcpcnses, Jjudgment
claims, and demands whatsoever, whether knowﬁ or unknown, suspected or unsuspected, fixed
or contingent, arising out of, or in connection with the paﬁicipation of the Cedant on the

Contract, whether or not any of such contracts are 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, regulaiory

actions or lawsuits in which any of the parties are involved nor are there any threatened regulatory
af;tions 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 .transfrf or assign
to any person, corporation, company or entity any of its rights, title, benefit or obiigaﬁons directly

arising out of or in connection with the Contract, including without limitation any balances,



accounts, costs, clamms, counierclaims or demands which are within the contemplation of this
Apgreement; .
c. The Reinsurer has not commuted or otherwise settied with or cosiracted {o
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 belances, 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 Six Million Two Hundred
Nineteen Thousand One Hundred Twenty One Dollars (US$6,219,121) (“the Consideration™),
Said payment shall be m_ade no later than thirty (30) calendar days following notice to the Reinsurer
by facsimile of the execution of this Agreement by the Cedant or its assignee and the approQal of
the Agreement by the Commonwealth Court of Pennsylvania in accordance with Article 15
herein (“the Completion Date”). Notwithstanding the‘ foregoing, if the thirty_(SO) day period
expires on a weekend or a holiday, then the transfer must be completéd by the end of the next

business day. Reinsurer shall transfer the Consideration to the following account:

Name of Bani: Mellon Bank
Pittsburgh, PA
ABA Number: 043000261
Credii: Reliance Insurance Company

CHIPS No.: ' 044840
Account Number: 079-7806

S.WIFT.: MELN US 3p



Ref: ' Kathy Lze

M

The parties also agree that any claim recoveries 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 Assions

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 Investisation

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. Each of the parties further acknowledges that if has read this Agreement,
that it haé had the opportunity to discuss it with legal counsel, and fhat it fully undérstands all of

the terms herein.

Infegration 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 forbesrance on the part of eny perty to thie Agreement i EXercising or
enforcing any right, power or remedy under this ﬁgﬁemmﬁ éhail impair such right, povwer or
remedy or operate. as a waiver thereof. The single or pa,rtiél exercise or enforcement of such
right, power or remedy shall not preciude any other or further exercise or enf'orccment 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 _thé 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 night to

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

b. bring suit on the Agreement including interest on the agreed—upoﬁ but
unpaid amount as set .out in Article 8(c).

c. Without prejudice to the Cedant’ righf:s to rescind this Agreement pursuant
to Article 8(a) above, if Reinsurer does not péy all of the Consideration recited herein to 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. monéy center commercial banks} as published in The Wall Streer Jowrnal, but

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



Expenses of Colleciion

2. Subject to the provisions of Article 8(c) herein, if the Reinsurer fzils o pay the
Consideration to the Cedant by the Completion Date, Reinsurer agrees to reimburse the Cedant
for ali feasonabie expenses meluding, without lmitation, attorney fees which are incurred by the
Cedant in the enforcement of this Agreement and collsction of the consideration together with
any interest accrued upon such reasonable expenses.ﬁrom the date of payment of suck expenses at

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

Chgice 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
1. 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 ont in
Exhib;’t B 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 clags post on the



second business day after posting; (if) sent by overnight courier an the next business day afier
matting (iii) sent by air mail, six (6) days after posting, and; (iv) if delivered personally, when
left during normial business hours at the address set out in Exhibit B or any slfernative 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 Agreemént 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 el parties hereto, the Liquidator of Cedant shall promptly make
application to the Court to securc said approval, In the event the Court does not zpprove 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



hetween the Reinsurer and the Cedant,

16, This Agreemeﬁt may be signed and exchanged in counterpart by facsimile and this

Agreemem as so signed and ex changed will constitute the binding Agreement of the parties.«

forth.

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

RELIANCE INSURANCE COMPANY (In qumdaman}

By: 749/" g /ﬁw{ﬁ/
Title: __C\”\le{‘ L\\OLI(‘L’a big O@QCFV"'

Date: Seg%.mfr, RocT

LDG REINSURANCE CORPORATION F OR AND ON BEHALF OF

[y

Title: A2 L2 o A7 S
Date; : ?// 28’/‘:)2

TRAN SATLANTIC MPANY
[ —




EXHIBIT A

A

Contract
Reliance Ref. Description Effective Date
O05CEAA Cybercomip WC X2 3142000
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 EXEIBIT B

For Reliance/The Liquidator A

Keith Kaplan

Reliance Insurance Company (In Liquidation)
Three Parloway

Philadelphia, PA 19102

" Tel. 215-864-4250

Fax 215-864-1077
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