AN THE COMMONWEALTH COURT OF PENNSYLVANIA

JOEL S, ARIO,
Acting Insurance Commissioner of the
Commonwealth of Pennsvlvania,

Plaintiff
V. : s
0 DOCKET NO. 269 M.D. 2001
RELIANCE INSURANCE COMPANY, :
INRE:  Commutation, Settlement Agreement and Releasé between ~

Reliance Insurance Company (In Liguidation) and Enstar (US) Inc., Jformerl y
known as Castlewood (US) Inc., for and on behalf of Continental Casualty
Company

Order

AND NOW this _ dayof 2008, upon consideration of the
Liquidator’s Petition for Approval of the Commutation, Settlement Agreement, and
Release (“Settlement Agreement”™) between Reliance Insurance Company (“Reliance or
Estate”) and Enstar (US) Inc., formerly known as Castlewood (US) Inc., for and on behalf
of Continental Casualty Company (“Reinsurer”) submitted by the Liquidator for Reliance
Insurance Company (In Liquidation):

The Court ACCEPTS the Liquidator’s representations that the Settlement

Agreement is in the best interest of the Reliance Estate, as the Settlement Agreement
aliows the Liquidaior to terminate and commute the Reinsurance Agreement and the Estate

will recelve an economic benefit amounting to $10,883 000:

+
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Further, the C

‘ourt accepts the Liquidator’s representations that the

sl settlement of the Reinsurer’s

o . f
LT and reasonal
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA

JOEL S. ARIO
Acting Insurance Commissioner of the
Commonwealth of Pennsvivania,
CIVIL ACTION
Plaimiff

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

Defendant

INRE:  Commuiation, Settiement Agreement and Release between
Reliance Insurance Company (In Liquidation) and Enstar (US) Inc., formerly known
as Castlewood (US) Inc., for and on behalf of Continental Casualty Company

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

Petitioner Joel 8. Ario, Aciing Insurance Commissioner of the Commonweaith of
Pennsyvivaniz. in his capacity as Stetutory Liquidator (“Liquidator™) of Reliance Insurance
Company (In Liguidation} ("Reliance™ or "Estate”). respectfully requesic that this Coun enter an
Order approving the Commutation. Sertlement Agreement and Release ("Senlement
Agreement™), attached hereto as Exhibit A, between Reliance and Ensiar (US) Inc.. formerly
known as Castlewood (US) Inc., for and on behalf of Continental Casualy Company
{*Reinsurer™).

In supporn of this petition. the Liguidator avers the following:

1. On Ociober 2. 2001. this Cournt found Reliance insolvem and appointed the
Commissioner as Liguidator of Reliance pursuant 1o Article V of the insurance Depariment Act

of 1927, 40 P.S. §221.1 et seg. t7Act™). The Actconfers broad powers on the Liguiceror io

[
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marshal the assets of Reliance in order 10 maximize the value of the insolvent insurer’s estate
for eventual distribution 1o its policvholders and creditors.

2. The Act authorizes the Liguidator 10 take such actions as deemed “necessary
or expedient 10 . . . conserve or protect [the insolvent insurer’s] assets or property{.]” including
the power 10 “compromise” claims involving assets of the insolvent insurer in order 10
accomplish or aid in achieving the purposes of liguidation. See 40 P.S. §221.25{6. 9. and 23).

3. One way in which the Liguidator “compromises™ claims and “conserves”
assets is through commutation. A commutation is a sefilement agreement reached between a
reinsured and its reinsurer by which the reinsurance obligation is terminated through an
agreement by the reinsurer 1o pay funds that are both due and not vet due under the reinsurance
agreement.

4. Prior 10 entering inlo a commutation. Reliance takes several sweps. including
the following, 10 ensure that the commutation is fair and reasonable 10 the Reliance Estate and
in the bes1 interests of is policyholders. claimants and the general public:

(&) Reliance develops a complete list of reinsuranve agreements 1o be
included in the commutation;

(b)  Reinsurance accounting speciglisis for Reliance venify balances
and reconcile differences with the reinsurer;

() Reliance s claims depariment reviews ceded case resenves;

(d) Actuaries for Reliance determine the projecied vltimate loss,
discounied and undiscounted, 1aking inio consideration specific contract features such as
reinstatement premiums, sliding scale rales. commission adjusiments and’or Joss corridors’ s

well as 1the impac of other appiicable reinsurance and off-sets:

YA toss corridor is a mechanism vonisined I cemasin Teinsurance agreemems that requises the veding
insurer 1o be responsible for & cenain emount of the ulimate et loss that it above the compen) s gesignated
retertion end below the designated Himit: and which would otherwise be reimbursed under the reinsurance

~



(e)  Relianve and the reinsurer exchange commutation proposals and
discuss justifications:

H Reliance evaluates the commutation proposal based on nominal
results, the discounted results. the volauliny and trends of the business, disputed issues and any
administrative savings: and

() Reliance and the reinsurer secure any required approvals.

5. The Liguidator alsc has esiablished a Commutation Working Group which
performs accounting and data reconciliations. actuarial analyses, and claims reviews and
analvses. The Commutation Working Group is Jargely comprised of several key sentor
management emplovees each of whom have over 20 vears of insurance and reinsurance
experience.

6. In addition. the Liquidator has established a Commutation Commitiee,
consisting of the Chief Liguidation Officer. President. and Chief Actuary. who. along with the
Vice-Presidem for Commuizations and the Executive Vice-President for Reinsurance., review all
commuiation proposals. Any commutzalion in excess of $1.000.00C mus1 be approved by the
Commuation Committee.

7. In addition. Reliance’s independent consulling actuaries.
PricewaterhouseCoopers. have reviewed Reliance’s commutation approach both generally and
with respect 10 individual transactions and have concluded that Reliance s provess 10 estimaie
Jizbilities ceded 1o reinsurers is reasonable for commutation purposes.

& Commencing on December 31, 1997 and ending on Decemnber 30. 1998,
2000, Reliance and the Reinsurer entered into the “Underlving Workers Compensation Excess

of Loss Reinsurance Agreement” (“Reinsurance Agreement”). Excess of loss reinsurance is

egreement. A lose corridor i ususlly expressed as & joss ratio percentage of the reinsurer’s earned premium. or &
combined ratic if the reinsurance sgreement provides for & ceding commission 1o the company . Loss corrrdors are
emploved 10 mitigate the volatiliny of reinsurence agreements.



purchased by primary insurers 10 protect against individual Josses thal exceed a parucudar
retention amount. This protection attaches once the primary carrier s per Joss retention amount
is exceeded. In this instance, the Reinsurance Agreement provides Reliance with protection in
the amount of $500.000 in excess of Reliance s $5300.000 per loss retention. Accordingly, ithe
most that Reliance can reco.\’er under the Reinsurance Agreement for any one loss 1s $300.000.
However, the 1o1al amoum that Reliance can recover under the Reinsurance Agreement for all
losses it unlimited. Reliance entered into the Reinsurance Agreement 1o protect the results of
workers compensation accounts written through its Commercial Lines, Large Accounts and
Specialiy Divisions. The policies subject 10 the Reinsurance Agreement include workers
compensation business writlen in nearly every siate and covering nearly every occupauon.

9. large workers compensation claims pay out over the lifespan of the
claimanis, which mav be as long as 40 or more years from the date of the accident. As part of
its due diligence. senior Reliance actuarial and claims personnel conducied a review of relevant
claims under 1the Reinsurance Agreement in order 10 both verify the accuracy of the reserves
and 10 project the timing of payments for each relevant claim. Appropriate annua) medical Cost
escalation rates were included in these projections. Reliance’s actuanes then used the resulis of
this work 10 proiect both the payment stream of losses subject 10 the Reinsurance Agreenynt
and a range of ultimate commutation values for these losses,

10. With the benefit of such due diligence. Reliante was able 10 negotiate &
senilememt for 1he remaining exposure under the Reinsurance Agreement and entered into the
Settlement Agreemenm effective December 21, 2007. subject 10 the approval of this Couri. The
Senlement Agreement setiles with certainty the claims against the Reinsurer for Josses under the
Reinsurance Agreement.

11. Specifically, the Sentlemem Agreement provides that the Reinsurer shall pay

Reliance the sum of $10.882.000 (~Commnation Amoum’’) 10 commuic the Reinsurance



Agreement. The Commutation Amount was negotiated with the Reinsurer. and the Liqurdator
has 1aken the necessary steps 10 determine, and has concluded, that the terms of the Settlement
Agreement are fair and reasonable 10 the Reliance Estate and in the best interests of ns
policvholders, claimants and the general public. See 40 P.S. §§221.1(¢c), 221.23(9).

12. Based on the analvsis of the terms of the Settlement Agreement, and 1he
evaluation of the transaction as a whole by the Liguidator’s siaff and Reliance staff members
familiar with the business dealings under the Reinsurance Agreement, the Liguidator has
determined that pavment of the Commutation Amount by the Reinsurer is a Jair and reasonable
commuation of the Reinsurer’s obligations 10 Reliance under the Reinsurance Agreement.

12. Keith Kaplan. Executive Vice President for Reinsurance at Reliance. is
responsible for all facets of ceded and assumed reinsurance at Reliance including accoumnting.
billing. claims. commutations, coverage analysis, and dispute management. He has specidic
knowledge regarding the risks 10 the Estate of enempting 10 collect reinsurance through billing.
negotiation or the dispute resolution process. As set forth in his Confidenuial Affidavnt
(attached as “Sealed Exhibit B™). Mr. Kaplan has ideniified several specific advamages 1o the
Estate arising {rom the consummation of the ransaction memorialized in the Senlement
Agreement.

14. The Setilemem Agreement will further achievement of the Iiguidetion
objectives under the Act. The commulation wansaction Will assist the L.iquidator in marshalling
and maximizing Reliance’s immediately availzble asseis while minimizing any unavordable loss
10 policyholders, claimanis and creditors resuling from the Reliance insolvency and hazardous
financial condition. See 40 P.S. §221.1(¢).

1%, First, the Sertlement Agreement converts future seinsurance obligaiions into
immediate cash for the Extate. Specifically. the Reliance Esiete receives $10.885.000 which can

be invesied umil 1t 18 divurbured.
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16. Second, the Settlement Agreement eliminates both the internal and external
administrative cosis associated with continued reporiing and collection efforts, including legal
fees.

17. Third. this commutation eliminates any potential future credit risk associated
with collection of the reinsurance proceeds in the event that the reinsurer becomes insolvent.

18. Fourth. no person or firm has earned or will earn any contingent Jee or extra
remuneration of any 1vpe as a result of this transaction.

19. Under the terms of the Settlement Agreement, the Commutation will be fully
consummated upon savisfaction of the following conditions: (a) execution of the Seulement
Agreememt by an anhorized representative of the Liquidator; (b) execution of the Settlemen
Agreement by an authorized representative of the Reinsurer: (c) approval of the transaction by
this Couri: and (&) appropriate notice 1o the Reinsurer of Court approval.

WHEREFORE, the Liguidator respectfully requests that this Court enter an Order
i the form anached hereto:

(&) Finding that the Settlement Agreement and Commaration Amount
are in the best interest of the Reliance Estate;

(b) Finding that the Setlement Agreement is & fair and reasonable
settlement of the Reinsurer ¢ obligations under the Remsurance Agreement.

() Finding the paymem contemplated by the Senjement Agreement

constitules fair and reasonable value 10 the Reliance Estate: and



(d) Approving the terms of the Senlement Agreement attached as Exhibit A

and authorizing the Liquidator 10 take such actions as are pecessary 10 consummate ihe

Setilemen Agreement as approved.

Dated: February 13, 2008

Respectfully submitted.
PEPPER HAMILTONLLP
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DEBORAHR F. COHEN
JSLAL.LONG

3000 Two Logan Square

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

Attornevs for Joel S. Ano. Acting Insurance
Commissioner of the Commonwealth of
Pennsvivania. in his official capacity as Statutory
Liquidator of Reliance Insurance Company



CERTIFICATE OF SERVICE

1 hereby centify that on February 13. 2008 a true and correct copy of the
Liguidator's Petition for Approval of Commutation, Setlement Agreement And Release was

served upon the fellowing:

Via Notice of Filing

Members of Reliance M_asxer Servire }__isi

r
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\r—-ﬁ | s\-l., ’

S L ) .

ISLA L. LONG



VERIFICATION

1, David S. Brietling, Chief Liguidation Officer for Reliance Insurance Company. in
liquidation. am authorized by Joel S. Ario, Acting Insurance Commissioner of the
Commonwealth of Pennsylvania, pursuant 10 40 P.S. §221.23, to act on his behalf in his capacity
as the Statutory Liquidator of Reliance Insurance Company. 1hereby verify that the facts set
forth in the foregoing pleading are true and correct 10 the best of my knowledge, information and
belief.

1 undersiand that this Verification is made subject 10 the penalties of 18 P.S. §4904

relating 10 unsworn falsification 10 authorities.

s
Executed on /. e 2008 ol T s *"«474/ s
' DAVID §. BRIETLING  /
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THIS COMMUTATION, SETTLEMEINT AGREEMENT AND RELEASE
(“Ageement”), mede efective and entered into this 215t day of December, 2007, bv and between
Enstar (LS} Inc, 3%/ Cestlewood (US] Inc., Jor and or behalf of Continental Casuslty Company
(hereinefier kmowsn s the "Reinsurer™) and Joel §. Ario, Acting insurance Commissioner of the
Commoenweelth of Pennsvivanis, in his cepacity as Statutory Liquidator of Reliance Insurance
Company (In Liguidation) (bereinzfier knowr es the “Cedant™). David S. Brietling, Chief
Liguideticn Officer, is scting opn behelf of Joel 8. Ario, who is acting on bebalf of the Gedam
purseant 1¢ the powers pranted e him under Title 40, Purdon’s Statutes, Secion 221.20, et seq.

and other applicable siztuies, reguletions and Jows.

RECITALS

A. The Reinswrer and the Cedant entezed into @ cenein copbect of reinsurence
whereir the Reinsurer obligaied itseif to sccept fom the Cedant the cession of s cerain
percentape of liabilities with respect to nisks written o7 assumed by the Cedant andior epenis of
the Cecant, and;

E. The reinsurance sgreemen: refersed 10 in Recitel A sbove is set out on Exkibit A
anzched herelo and it herein refered 10 as “the Contrzet™, and;

C. Fursuent 1o the Contrect. there are Joss developrments, the 101s] amount of which
are ot fully knewr o not yel cepeble of determinstion, representing hebihties which are o1 spev
come cuc fom the Reinsurer 10 the Cedant, and;

2. The peries herelo recognize and undersiend thet, based upon cunent economic
projections. @ substantie] porior of the Reinsurer’s oblipetion:s to the Cedant mzy become
peveble in the furwre 1ether thas & present; thet the Reinsurer’s foture ligbilives and obligations
10 the Cedant pursvant 1o the Contrect heve been evalusied. but cennot be determined in an

amoun? cenain a1 this tme; and thet & sendement end commutation of the Reinsarer’s oblipetiont



to the Cedent bzsed upon present calculations of ovistanding losses, including incurred but not
wnasseried claims, and;

E. The Reinsurer and the Cedant agee that 31 it in eack of their best interests 2nd in
the best interests of their respective policvholders and crediters to adjust and senle their
differences and 1o enter into this Agreement.

NOW THEREFORE, ir. consideration of the mutca] benefits 1o be received by the panies
herelo and the muteel covenants and apeements herein contzined, tbe parties hereto hereby agree

as follows:

A0
1. Subject 10 the 1eceipt by the Cedant of the Cornsideration &¢ set cut in Aziicle 4
herein, 1ogether with any collection expenses and eccrued interest due as is more particulardy
Gescribed ir. Article & (¢) and § below, and in furber consideration of the iclerse <ontained in

Aricle 2 berein the Cedart hereby inevocably releases the Reinsures, s predecessor:

successors. essigns, shereholders, officers, directors, egents. seb-spents. brokers and sub-broker:
Fem One Bundred Percent {100%) of ]l edjustments, obligetions, Lezbilities, offseis, achons,
ceuses of sction, procfs of cleim, suits, debts, sums of money, accounts, reckonings, bonds, bills,
covenanls, CONTECIE, CONVETSICnS, COSIS, aTECmenis, promises, damepes. expenses, judgment
cleims, end demencs whetsoever, whether known 01 unknown, suspecied o1 unsospected, by
either o1 botb paries, fined ¢1 continpen, erising ovt of, or in connecton with the Rearsurer’s

participatior: cx the Cortrect, whether o1 net such contract is 10i€ 01 volidebie.

2. In considerstion of the relesse set ovi In Articie ] herein, the Reinsuer hereby
irrevocebly releases the Cedant. jis predecessors. successors, assigns, shaweholder, officers,
direciors, receivers, liguidetor:, edministratore, sgents, sub-agents, brokersend sub-brokers from

-
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Cne Hondred Percent {100%; of €]l adjustments, obligetions, Lisbilities, offsets, ections, cavse;

th

of ection, preofs of cieim, suits, debts, sums of money, eccounts, reckonings. bends, bills,
covenanis, CODiTECHE, CORVErSieni, cOSls, agreemenis, promises, dameges, expenses, judgment
claims, and demands whaisoeve:, wheltber known o1 urknown, suspected or unsuspecieC. by
either or both parties, fixed o1 contingent, ansing out of, or in connection with the panicipaiion

of the Cedant on the Contrect, whether or not such contract is void or voidzble.

Warranties
3. To the best infermetion and belief of each of the parties to this ment. the
following express warTenties apply.
£ There ae no pencing sgreements, tansaclions, negotiations, regulzory
sctions of lewsuits in whick any of the parties are invoived nor are there any threstened repulatory

zctions or lewstits of which any of the panies are aware that weuld tender this Agreement or any
pan thereof void, avoidzble, o1 unenforcesble;

b. No party hereto hat wransfered, assigned, or contrected o dransder 07 essign
10 &5Y PETSON, COTPOTENiOn., company o1 enity any of i nights, tide, benefit o7 oblipstions Girectly

aneng out of o1 in connecton with the Convect, including without limitation -any balaser,

sCOOUnts, costs, claims. oounterclaime o Gemend: which e within the comemplation of this
Agreement;
c. The Reinsurer hes not commuied of otherwise senied with or<contacied 30

commuile 01 settle with &ny persen, cOrporelion, Company or entity any of their sespective rights,
title, benefit o1 oblipetions directly ansing ovt of o1 in connection with the Correct, including
without Iimitetion anv balances. zccounis, cosis, <laims, covmterclaims o demanés which are

within the contemplation of this Aprcement.

LY 1]



Considerati

4. The Reipsuwrer agreer to pey the Cedant the 1otal sum of Ten Milhen Eight

Hundred Eighty Five Thousand United Siates Doilars ané No Cents {US$30,885,000.00) (“tbe

Consideratior™). Szic pzyvment shall be made no later than ten (30} calendar deys foliowing notice

10 the Reinswer by fecsimile of the execution of this Agreement by the Cedant o1 its-estignee ond

the epprove! of the Agreement by the Commonwezlth Court of Pennsylvaniz in accordance with

Aricle 1€ herein (“ie Completion Date™). Norwithstanding the foregoing, if the 1en (10) day

period expires on & weekend of & holidzy, then the transfer must be completed by the end of the

next business dey. Notwithsianding envhing 1o the coptrary i this Agreement, in no evest shall

the pevinent ¢ be mede by Reinsurer 10 Cedent be due before Febrvary 1, 2008, Reinsurer shall

transfer the Copsiderztion 1o the fellowirg account:

Name of Bank:

ABA Number:
Credit:

CEIPE Neu:

Account Number:

SWIFT.

Rel:

Mellon Bank
Pittsburgh. PA

(42000261

Rehance Insurance Company

044840
076-7R06
MELN US ZP

Kaiby Lee

.

The paries 2lso gpree that anv clairn recoveries including bot not iimited 10 salvape and
P , £

subropztion, eny escrow funds with third party cleim edministraiors and any unzemitied cesh

with intermediaries that relates 10 the Contract is the property of the Cegdant.



< £ < i
N This Agreement shell inure to the benefit of and bind the Reinsurer and it

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

6. tzch of the parties acknowledges that it bas entered nto this Ageement in
relisnce upen its own independent investipation and znalysis of the Contact and its sespeotive
righis and obligations thereunder, and not on the besis of any representztion made ©7 DOt mae by
the otber perty heveto. Each of the pariies further acknowledges thet it bas read this Agresment,
thzt it hes had the opporunity to discuss it with lepal counsel, 2nd that i1 fully undersiands ell of

the terms hevein.

lnt . 1 Wiy
7. This Agreement shall constitule the entile egreement betwezen the partes
pereining 10 the subject mzner Lereef, and supersedes eny and all prior o1 contermporenecus
unoerstandings o agieemerts. No supplement, mocificetion, waiver 01 demminzlion hereof shall
be binding or enforcecble unless executed in wrnting by the parties 10 be bound thereby. No
deley, omission o1 Jorbeerance on the pan of any party o this Agreement in exercising o
enforcing enyv right, power 1 remedy uncer this Agreement shall impair such right, power or
Temedy o1 operste zx z weiver thereol. The single or parnial exercise or enforcement of such
right, power o1 remedy shell not preclude any cther o1 further exercise or enforcement thereofor
of env other right, poewer o1 remedy. The righis, powers and zemedies provided in his

Agreement are cumuletive ané net exclusive of zny nighis, pewers and remedies provided by dew.

& Ir the event that the Reinswrer feiis 10 poy 1he Consideretion 1o the Cedant by the

£



izter of the Completion Date o1 Februsry 1, 2008, the Cedant shall have all rights and semedies
eveileble &1 lew o1 in equity. In sGGition, the Cedant shall have the express right 10

& deem the entize Agreement null and veic by notice in writing ¢ the
Reinsures per Article 11 berein and 10 seek recovery of £l sums due o1 10 become ue under the
Contract, or;

b. bring suit on the Agreement including interest on the egreed-upon but
unpeid amount as set out in Article ${c).

c. Withow prejudice to the Cedant’ nghts to rescind this Agreement pursuant
o Article §{g) sbove, if Reipsurer does not pav &l] of the Consideration recited herein 10 the
Cedunt by the lster of the Completion Date o7 February 1, 2008, the Reinswrer shall pay imerest
on any unpai sums a1 & 1z1e which i equal 1o one percentage point {1.00%) over the Prime Rate
{the base rate on corporale loans a1 large U5 money center comenercizl banks) ac published in
Tie Weli Streer Journel, but in nc event shall szid interest be calkculeted a1 Jess than six pecent

{6%) per annum.

. Syubject to the provisions of Amicie 8(¢) herein, if the Reinvazer fails io poy the

Censiderztion. 1c 1he Cedant by the leter of 1he Completion Date or Februarv I, 2008, Reinsurer
eprees to reimburse ihe Cedant for &ll ressoneble expenses inchuding, without limitetiorn, etorney
fees which z1e incurred by the Cedent in the enforcement of this Agreement and coliecton of the
consideration together with any interest accroed upen such reasoneble expenses from the dete of

peyment of such expenses g1 the rate set out in Article B(c) zbove.

Choice of | aws
i0. The performance and interpretztion of this Apreement shell be governed by the

fzws of the Commonweeith ¢f Penncvivanie with respect to any dispuie erising under this

Agreemernt berweer the Reinswer and the Cedant;

¢
¢
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11, Al notices require¢ under this Agreement shall be as follows:
a. Any notice o7 other communicetion tnder o1 in connection with this

Agreement shell be in writing and shall be delivered personally o1 sent by first cless pestimeil {or
by &ir mai! if overseas) o1 by overnight courier service, 1o the zddresses of the pariies as et ou in
Exhibit B etieched herete o1 to such other person or agdress as any pariy may specify by noirce in
wriling 10 the others.

b. I the sbsence of evidence of ewlier receipt, any notice o1 -other
commurscation thall be Geerned 10 have been culy served if (i) sent by first cless post on the
ceconc business dey efier postng: (i) sent by overnight courier on the nex1 business day ¢fier
meiling (31} sent by air mail, six (€) days zfier posting, end; (V) if delivered personally. when '
iefi during normel business howrs &t the address set oul ir. Exhibit B o1 enyv shemnetive adduest

specified by the yecerving party.

1%, The larpuepe of this Ameemernt 1t tie sesult of pegetiztion between «l] paries
Lereio. end an ambiguities in 58i0 Janguege thzll not be presummptively constroed againgt 05 30

fzvor of eny party o penies kereto.

i4. Except as disclesed in Anicie 16, each party 10 this Agreement represents that nis
suthorzed 1o enter into this Agreement and the transecnons contempisled herein.

18 Eacept as disclosed in Ariicie 16, ezch signztory 1o this Agreement represents that
s&i€ signetony i zvtborized end empowered ic execvle thiz Agitement ané tht wensections
coriemplated Lewein and that any and 2l] Tequirteé corperale pproval oL behal! of the Reinsurer

hes been properly execvied end that the Agreement is emered inic veluntaniy.

-
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16.  With respect to the Cedant, this Agreement is subject 10 final zpproval by the
Commonwezlt Count of Penzsylvenie {the "Court”), which has junisdiction over the liquidation
of Cedant. Upon execution by all parues hereio, the Liguidator of Cedant shell prompily make
spplicztion to the Court 10 secwre sai€ zpproval. In the event the Coun does not epprove this
Apreement, then upop such notice of disepproval, the Liguidetor of Cedant shall notify the -
Reinsurer end this Agreement will become null end void and heve no further force o1 effect &
between 1he Reinsurer and the Cedant.

-

i

This Agreement mz)y be signed and exchanged in counterpan by fzcsimile and tils

Agreement 25 s signed and exchenged will constitute the binding Agreement of the parties.



N WITNESS WEEREOF, the pariies have hereunto set their hends et of the dates set

fonh.

RELIANCE INSURANCE COMPANY (In Liguidation)

B}’Z 7(%; £ //(= /'f?‘f’u (7/;-

. ’ o f
Tile: & fied Lis e Fun ”’4“_”

f ) e
Date: '-’,f;‘v’/(.cc

ENSTAR (US)INC,, i/k/a CASTLEWOQOD {US) INC,,
for and op bebalf of CONTINENTAL CASUALTY COMPANY

keligree CRA Court Appreve! Dacoation



EXEIBIT A

Reinsvrer Relinnce Ensun Treay Ef]. Daes Participation
kel Ref.
Conunente! By ZvE W Underlving 1305 100%
X0L 230°98

Casuzity Compeny



EXHIBITB
For Reliznce/The Liquicator

Keith Kaplan

Reliance Insurance Company (In Licuidaticn)
Three Parkway

Philadeiphia. FA 15102

Tel. 215-864-4250

Fax 215-864-1077

For Reinsures

Epnstar {US) Inc.

7801 47 Sweet North, Suite 203
51, Petersburg, FL 33702

Atm: James Grajewski, EVP
Tel: 727.576-1632, Ex1. 203
Fax: 727-556-3627



