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IN THE COMMONWEALTH COURT OF PENNSYLVANIA .
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Joel S. Ario,

Insurance Commissioner of the

Commonwealth of Pennsylvania,
Plaintiff

.

OO Z" ~{ O

V.

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

In Re: Commutation, Settlement Agreement and Release between
Reliance Insurance Company (In Liguidation) and Enstar (US)
Inc., formerly known as Castlewood (US) Inc. and on behalf of

Continental Casualty Company

AND NOW this 6" day of March, 2008, this Court having
considered the Petition of Joel S. Ario, Insurance Commissioner of the
Commonwealth of Pennsylvania, in his capacity as Liquidator (“Liquidator”) of
Reliance Insurance Company (“Reliance”), for Approval of the Commutation, |
Settlement Agreement, and Release between Reliance and Enstar (US) Inc.,
formerly known as Castlewood (US) Inc., for an on behalf of Continental

Casualty Company, and noting that there are no responses or objections to the

Petition, it is hereby ORDERED:
1. The Court accepts the Liquidator’s representations that the

Agreement is in the best interest of the Reliance Estate and that as a result of

the Agreement the Reliance Estate will receive an economic benefit amounting

to $10,885,000;



2. Accordingly, the Petition is GRANTED and the terms of the
Commutation, Settlement Agreement, and Release as set forth in Exhibit A,
attached hereto are APPROVED;

3. The Liquidator, or his designee, is authorized to execute,
deliver, and perform under the terms of the Commutation, Settlement
Agreement, and Release pursuant to his authority under Article V of the
Insurance Department Act, 40 P.S. §§221.1 — 221.63.

Further, the Liquidator is directed to serve this Order upon those
listed on the master service list, and to submit an affidavit of service to the

Court.

JAMES GARDNER COLfNS ‘Senior Judge
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THIS COMMUTATION, SETTLEMENT AGREEMENT AND RELEASE
(“Agreement™), made effeciive and entered into this 2151 day of December, 2007, by and-between
Enstar (US) Inc., /s Castlewood (U] Inc., for and on behelf of Continental Casualty Company
(hereinzfier known as the “Reinsurer™) znd Joel S. Ario, Acung insurance Commissioner of the
Commonweelth of Pennsyvivanie, in his capacity as Statutory Liquidator of Reliance Insurance
Company (In Liquidation) (bereinzfier known zs the “Cedant™). David 8. Brietling, Thief
Liquidaticn Officer, is scting on behelf of Joel 8. Ario, who is acting on bebalf of the Gedam
pursuant 10 the powers pranted 1o him under Title 40, Purdon’s Statues, Seciion 221.20, et seq.

and other applicable stztutes, reguletions and laws.

RECITALS
‘A, The Reinsu:er and the Cedant cntered into @ cerisin copmact of reinsurance
wherein the Reinsuwrer obligzied itself to accept from the Cedant the wession of @ cenain
percentape of liabilities with respect to risks written oy asswmed by the Cedant and/or zgents of
the Cecdant, and;

E. The reinsurance agxemem referred 10 i Recital A above is set out op Exhibit A
atizched hereto and is herein referred 10 a8 “the Contrect™, and;

C. Pursuzmt to the Contract, there are Joss developments, the 1018] amornt of which
are not fully known o1 not yel capeble of determinstion, representing Lisbilities whichare or spav
come due from the Reingcurer 1o the Cedant, and;

D. The pamies hereto 1ecopnize and undersiand thet, besed vpon cunent economic
projections. 2 subsiantial portior of the Reinsurer’s oblipetions to the Cedunt mey become
peysble in ihe furwe rzther than at present; thzt the Reinsurer's foture fisbilives and oblipations
10 the Cedant pursvant 1o the Contrzct heve been tvaluated, but cannot be determined in

amoun? certain a1 this time; and thet & setdement end commutstion of the Reinmurer’s oblipstions
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to the Cedant bzsed upon present calculations of owstanding losses, including incurred but not
reported Josses, will eliminate the uncenainty of contingent lichilities for presently unzesolved or
unasseried cleims, and; '

E. The Reinsurer and the Cedant agree that it is in exch of their best interests and in
the best interests of their respective policvholders and creditors 1o adjust and settle their
differenées and 1o enter into this Agreement.

NOW THEREFORE, ir consideration of the mutuel benefits to be received by the paries
hereto and the mutual covenants and ngreements herein contzined, the parties bereto hersby agree
as follews:

{ i o

1 Subject 10 the 1eceipt by the Cedant of the Copsideration &5 set out in Asiicle 4
herein, together with sny collection expenses and accrued interest due as is more particulariy
described in Anicle & (¢) and & below, ané in further consideration of the vc)eesczcnmaimd.in
Aricle 2 herein the Cedamt hereby imevocably releases the Reinswrer, s pwdémssvms',
successors, zssigms, shereholders, officers, directors, zpents, stb-zpents, brokers and sub-brokers
fiom: One Hundred Percent (100%) of 21l adjustments, obligations, iiaﬁiléu‘es, oifseis, actons,
ceuses of sction, proofs of claim, suits, debts, sums of mopey, socounts, reckonings, bopds, bills,
covenznls, CONUECIE, CONVErsicns, COSis, agreements, promises, damepes, expenses, jufgment
clzims, end demends whaisoever, whether known o1 unknown, suspecied o1 unsuspected, by
¢ither or both panies, fined or consinpent, arising ouvt of, or in connection with the Reinsurer’s

participatior: ot the Contract, whether or not such contract is void o1 voidebie.

Release of the Cedant
2. In considerztion of the relesse se1 ovt in Article | herein, the Reinsuser hereby
imevocebly releases the Cedant, iis predecessors, ruccessors, assigns, sharcholders, &fficers,
directors, receivers, liguidetors, edministrators, spents, sub-agents, brokers-and subdrohers Hrom
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One Hundred Percent (100%) of &l a-dju'sune-ms, obligetions, {isbilities, offsets, actions, causes
of action, proofs of cleim, suits, debts, sums of money, sccounts, reckonings, bonds, bills,
covenanls, coniTects, conversions, cosis, agreements, promises, damages, expenses, judgment
claims, and demands whatsoever, whetber known o prﬂmoﬁm, sﬁ-spemed o unsuspecied, by
either or both parties, fixed or contingent, arising ovl of, or in vonnection with the panicipation

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

To the best informetion and beliel of each of the parties to his Ameement, the

Ty

following express warranties apply:

2. There we no pending sgreements, Ransatiions, negotiations, segulsiory
sctions or lawsuits in which any of the parties are involved nor ere there any testened sepuistory
actions or Jewsuits of which any of the panies are aware that would render this Agreement o1 any
pan thereof void, avoidsble, or unenforeeable;

b. No party hereto has-traneferred, assigned, or contrected to transder or essimm
16 &n) person, corporztion., company o1 entity any of ite rights, tide, benefit or obligations direcdy
ensing out of @ in connection with the Conwect, including without limitation -any -balenoces,
accouns, cosis, claims, counterclaime o1 Gemends which e within the comemplation of this
Agreement,

c. The Reinsurer has not commauted or otherwise seled with orconrecied 10
commute or setile with any person, corporation, tompany of entity eny of their sespestive rights,
title, benefit or obligations directy arising out of o1 in connection with the Comtreet, including
without limitetion anv balances, accounts, costs, <laims, covnterclaims or demands whichk are

within the contemplation of this Agreement;
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Consideration

4, The Reinswrer agreer to pey the Cedant the total sum of Ten Million Eigh
Hundred Eighty Five Thousand United States Dollers ené No Cents (US$10,885;000.00) (“1be
Consideration™). Saic pzyment shall be made no Jeter than ten (10) calendar deys foljowing notice
10 the Reinsurer by fzcsimile of the execution of this Agreement by the Cedant or its-essignee and
the epprovel of the Agreement by the Commonwealth Court of Pennsylvaniz in accordance with
Aricle 16 herein (“the Completior. Date™). Norwithstanding the foregoing, if the ten (10) day
period expires on & weekend or ¢ holidey, then the transfer must be completed by the end of the
next business dey. Notwithstanding anything 1o the contrary ir this Agreement, in no event shall
the peyvment 1c be made by Reinsvrer 10 Cedant be due before Febrvary 1, 2008, Reinsurer shall

transfer the Consideretion to the following account: .

Name of Bank: Mellon Bank

Pitisburgh, PA
ABA Number: 043000261
Credit: Relience Insurance Company
CEIPE Nou: 044840

Account Number: 075-7806
SWILFT. MEILNUS 3P

Rel: - : Kathy Lee

The pariier 2lso zgree that apy claimn recoveries including but not limited 10 selvage and
subrogetion, any escrow funds with third party cleim sdministrators and any unzeznited cesh

with imermediaries that relstes 10 the Contract is the property of the Cedant.



Successors and Assipns
s This Agreement shel]l inure to the benefit of end bind the Reinsurer end its

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

Independent Investisation
6. Eech of the fmies acknowledpes that it hes entered into this Agreement in
reliznce upon ite own independem investipation and znalysis of the Contract and its zespective
rights and obligations thereunder, and not on the besis of any representation made or not made by
1be otber perty bereto. Each of the paries further acknowledges tha it has read this Agreement,
thet 1t has had the opportunity to discuss it with legal counsel, and thet it fully undersiands 2l of

.the terms herein.

7. This Agreement shal]l constitute the entre egreement between the parties
penaining 10 the subject mener hereof, and supersedes zny and 2ll prior ¢r Sontemporenecus
understandings o1 agreements. No supplement, modification, waiver o7 termination hereof shall
be binding or enforcezble unless execvted in writing by the pariies 10-be bound thereby. No
deley, omission or forbezrance on the part of any party to this Agreement in exercising o
enforcing anv right, power or remedy under thiz Agreement shall impair such right, power or
remedy o1 operste z= & waiver thereof. Tbe ringle or partial exercise or enforcement of such
right, power or remedy shell not preclude any cther o further exercise or enforcement theseof or
of eny other right, pewer or remedy. The rights, powers and semedies provided in ahis

Apeement ave cumulztive znd not exclusive of any rights, powers and semedies provided by dew.

Remedics
8. Ir the event that the Reinsurer fedls 10 pay the Considerstion o the Cedant bydhe
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lzter of the Completion Date o1 Februery 1, 2008, the Cedant shall have all vights and semedies
avzileble at Jaw o1 in equity. In sddition, the Cedant shall bave the express right to

a. deem the entirte Agreement moll ané vei€ by notice it writing 1o the
Reinsurer per Article 1] berein and 10 seek recovery of &l sums due or 10 become due under the
Contract, o1;

b. bring suit on the Agreement including interest on the egreed-upon but
unpeid amount as sex out in Article 8{c).

€. Without prejudice to the Cedant’ rights to escind this Agreement pursvant
w0 Article 8(z) zbove, if Reinsurer does not payv &l] of the Considerstion recited herein o the
Cedant by the Jeter of the Completion Date or February 1, 2008, the Reinsurer shall pay interest
on any unpaid sums a1 a sete which is equal 1o one percentage point {1.00%) over the Prime Rate
{the base Tate op corporete loans at large U.S. money center commercial banks) as published in
Tise Wall Sireer Journgl, bt in no event shall szid interest be caleuleted at Jess than six paroent

{6%.) per annum.

o. Subject 10 the provisions of Aricle 8{¢) herein, if the Reinsurer fails (0 poy the
Considerzstion: 10 the Cedant by the lzter of the Completion Date or February 1, 2008, Reinswrer
zgrees 10 reimburse 1he Cedant for ell rezsonsble expenses including, withcut limitstion, etiorney
fees which ave incunred by the Cedent in the enforcement of this Agreement and coliection of the
consideration together with any interest accrued upon such reasonzble expenses from thedete of

payment of such expenses 21 1he 7ate set out in Article §(c) above,

Lhajce ol Laws
10, The performance end ipterpretztion of this Agreement shall be governed by the
lews of the Commonweehl of Pennsyivaniz with respect 1o any Jdispuie arising under this

Agreement between the Reinswrer and the Cedant;
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11, All notices required under this Agreement shall be as follows:
8. Any notice or other communication under or in connection with this

Ameement shell be in writing and shall be delivered personally oy sent by first class postimail {or
by eir meil if overseas) o1 by overnight courier service, 1o the zddresses of the parties-as set out in
Exhibit B ettached hereto o1 1o such other pesson or address s any party mey specify by notice in
writing 1o the others.

b. In the sbsence of evidence of ewrlier receipt, eny notice o1 othes
communication thall be deemed 1o have been duly served if (i) semt by first cless post on the
seconé business dey efier posting: (i) sem by overnight courier on the nex! business déay zfiey
meiling (iii) sent by air mail, six (€) days zfier posting. and; (iv) if delivered personally, when '
lefi during normel business hours a1 the address set out in Exhibit B o7 oy zlternstive addvess

specified by the receiving party.

1%, The languege of this Ameement it the sesalt of negetietion berween €l] parties
hereto, and any ambiguites in said langusge shell ot be presvmptively constued aguinst o7 in

fzvor of any perty or periies hereto.

Execation and Appraval
14.  Except as disclosed in Anicle 16, each party 1o this Agreement represents zhet it is
suthorized 1o enter into this Agreement and the transections contemplated herein.
15, Eacept ss disclosed in Aricle 16, each signetory 10 this Agreement 1epresents that
szi¢ signstory is suthorized end empowered to execvte this Agreement and the wepsections
cortemplated herein and that any and al] required corporate epproval on behall of the Reinsurer

has been properly execvied end that the Agreement js entered inio voluparily.

-
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16.  With respect 1o the Cedent, this Apreement is subject 10 final zpprovel by the
Commonwezlth: Count of Pennsylvenie (the "Court”), which hes jurisdiction over the liguidation
of Cedant. Upon execution by el parties hereto, the Liguidetor of Cedant shea)l promp1ly make
spplication to the Court 10 secure &aid aj:pro\'al. In the event the Count does not epprove this
Apreement, then upon suck notice of diszpproval, the Liguidetor of Cedant shall notify the -
Reinsures end this Agreement will become null znd void and heve no further force or effect as
between ihe Reinsurer and the Cedant.

¢ 17.  This Agreement mey be signed and exchanged in counterpan by fecsimile aod this

Agreemen s so sipned and exchenged will constitute the binding Agreement of the perties.



™N WITNESS WEEREOF, the parties have hereunto set their hends as of the Jdetes set
forih,

RELJANCE INSURANCE COMPANY (In Liguidation)
. 7 :
. e
By: 7(9._5/" /’gnu
| e
Title: (/u—ll /-u/.n. u’fn ';u\ ir H.f,,

Date: ,!’7, ‘f/tf

ENSTAR (US) INC., #/k/a CASTLEWOOD (US) INC.,
for and on behalf of CONTINENTAL CASUALTY COMPANY

*

Relionee CRA Covn Approve! Excrution
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Reinsurer

Continenie]
Casuzity Comprny

Relionce

Ref.
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EXEIBIT A

Ensmr Treaty Efl. Daiee
Rel.
2108 WC Underlving 127531897
X0L 13/50/96
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Faricipotion

100%



EXBIBIT B
For Reliznce/The Liquidator |

Keith Kaplan

Reliance Insurance Company (In Liuidetion)
Three Parkwsy

Philedelphia. PA 19102

Tel. 215-864-4250

Fax 215-864-1077

For Reinsurer

Enstar (US) Inc.

7901 4™ Sweet Norih, Suite 203
S1. Petersburg, FL 33702

Atn: James Grajewski, EVP

© Tel: 727-576-1632, Ext. 203
Fax: 729-596.3627
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