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To: bbadatinath@amre.com, feox@amre.com, "Rita Hickey™ <Rita_Hickeyswissre.com>, Heidi J Pannall <HeldiJ.Pannsiguycarp.com>,
June.Loudon@ercgroup.com, “Roberi Marn™ <Robeit.Martin€us.benfiekiproup.com», Julle. Osbomgercgroup.com, ben.mcleavy@ueon.co.k,
sabbati@gcr.com, "Michasl Welsanses™ <michasl,weissnseezurichne,com>, "Doly, Bonnie® <Bonnie. Doty @us.banSeldgroup.com>, “Carlos
Hemandez” <Carios_Hemandex@awissra.com>, Rosslind_Johnson@swissre.com, LanyD,_Les@rwiasre.com, “Gunther, Julle® -
<Jutie.Gunther@us.benfickdgroup.com>, "Vergss, Ricardo® <VergesR@ecsine.com>, "Mary L. Lawhom® <mlawhomQiontiergenerst.com>, :
‘coupe_sharen@willis.com, Peter_Kucharfiswistre.com, Sharon.Lakegersinsurance.com, Vllsm_PoppletonDerw.son.com, bruseksmme.com,
mwiidridge @bandhassociales.com, Kevin.L Yuh@puycarp.com, Pater_Zolicharw.aon.com, "“Therass J. Peterson” .
<Theresa,Pelersongiua.benfeldgrovp.com>, gary.wilks@aon.co.uk, Mark Schofield<MarkSchofeloglambourm.co.uk», CRovwalacor.com,
Joha,Kiwey@everestre.com, Andrew Middieton<Andrew.Middision€banfisidgroup.com», Dan_ Wisonifolksamerica.com,

dean.peichey @aon.co.uk, MHaydenQmig392.co.uk, christine.taylor@memh,co.uk, Andrew_Kinchke@amw.aon.com, Judy.O'NesiQercgroup.com, Jeff
Willisme <JGWSL-5-R.CO.UK>, paul.gudpsonimimh.co.uk, "Jan Long” <long_r@wiilis.com>, kgantie@nnng.com, Laura.Racioppieverssire.com,
Cesar.Tindsaneverestrs.com, "Deiminger, Batiina - Munich® <bdeiminger@munichre.com», "Mary Whelsn® <MaryWhelan@emsl.men.coms,
sean.boyle@guycarp.com, Oscer_Molocheds)g.com, Vincent.Pari@bmands.co.uk, ssiiermanamee.com, iynna@medmco.com,
keumnminsgdscor.com, Disna_Dlorio@swistre.com, gioucestar@pro-id.co.uk, Nina.Emiundbenfieidgroup.com, Vincenl Gagllostro@bsvensstre.com,

Wilfred_Lopez@Qswissre.com, Jose_Rodriguez@swism.com, Tont_Tapler(swissre.com, jesn.walisQeon.co.uk

& Kathy Lea/RNIC/ReiancedReliance, Marie O'Brien'RNIC/Relisnca@Reliance, Mynita Richarse/RNIC/RelsnceQRellance, Roland
Blouin/RNICRellsnce@Refiance, Sharon Esposio/RANIC/Reliance@Reliance, Joks Rokisn/RNIC/RelianceRellance, Sisphanie
PienteWRNiC/Relianca@Fellance, Valede Guzman/RNIC/Relixnce S Relisnce, Varonica Joseph/RNIC/Reliance @ ReSance, Chares
Eashsnt/RNIC/RelisnceRellance, Karprics Newsome/RNIC/RelisnceRekance, hatte McNab/RNIC/Reliance @ Rallance, Berl

Castro/RNIC/RelsnceQRelance
Subjact: Ofset GuideRines - Relisnce insurance Company (n Liguidstion}

Attached please find the offset guidelines which have been approved by the PADOL. -

Should you have any questions, please feel free to contact Kathy Lee at 212-858-6373,
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(IN LIQUIDATION)

Fax: 212-858-5050
keith.kaplan@relianceinsurance.com

Keith E. Kaplan, Esg., CPCU
Executive Vice Presidem

July 3, 2002

Please find a copy of Reinsurance QOffset guidelines enclosed.

These guidelines do not create new policy. They are based on the Pennsylvania
Liguidation Statute and provide an outline of how the statute applies to some
common fact situations. - As facts and circumstances will differ for each request, the
particulars of any given request will determine the outcome. As we have advised
since the date of liquidation, if you believe that you have an offset, please provide us
with specific details and supporting documentation. We will evaluate the request and
make a decision consistent with the statute and the guidelines enclosed. In order to
protect your interests, you should file a timely Proof of Claim.

The underlying principle of these guidelines is that the statute requires mutuality of
debts for an offset to be allowed. Mutuality means that the debts must be due and
owing between identical legal entities. This means that Group to Group offsets are
not allowable. Consistent with the mutuality principle, these rules only apply to the
domestic Reliance Insurance Company (In Liguidation). They do not apply to our
various foreign affiliates, including, but not limited to, the Canadian Branch of
Reliance Insurance Company (In Liguidation), which is subject to its own liquidation
proceeding in Canada.

If you have any questions, please contact either Tom Stolp or Keith Kaplan at212
858 3600 or 215 864 4000.

Sincerely,

Keith Kaplan



REINSURANCE OFFSETS:

In the administration of the estate of Reliance Insurance Company (in Liquidation), reinsurers may apply
offsets to balances owed to Reliance Insurance Company (in Liquidation) if the debits and credits are
mutual, and only where allowed under (1) Pennsylvania statute, (2) the terms of the specific reinsurance
contracts involved provided the contract is not inconsistent with the statute, and (3) the parameters outlined
in any applicable scenarios below. All these conditions must be satisfied. It is also important 1o note that
all Reliance companies that were merged into Reliance Insurance Company will be treated as one and the
same legal entity for purposes of applying these rules because of the Merger. :

There arc a number of common scenarios that arise within this context.

L Offsets within same contract where Reliance is cedent {recoupment).

A, Premiums, Premium Adjustments and Commission adjustments may be offset apainst
ceded losses, regardiess of collateral held by Reliance.

B. All amounts being offset against cach other must be due and owing to the other party. If
offset sought is not for duc and owing amounts, Reliance may draw against any collateral
held.

C. All amounts being offsct must be between the exact same legal entities

il. Offsets across multiple contracts where Reliance is cedent in ali contracts
A. Premiums, Premium Adjusﬁ'nents and Commission adjustments may be offset against

ceded losses, regardless of coilateral held,

B. All amounts being offset against each other must be due and owing to the other party. If
offset sought is not for due and owing amounts, Reliance may draw against any collateral
held.

C. All amounts being offset must be berween the exact same legal entities.

D. The reinsurance agreements must not contain a provision limiting offsets to within same
contract.

. Offsets across multiple contracts where Reliance is cedent in some contracts and assuming
reinsurer in other contracts wherein there is only 8 single named reinsured company ceding to
Reliance,

A. - Reliance's Ceded Premiums, Reliance’s Ceded Premium Adjustments and Reliance’s

Ceding Commission adjustments may be offset against Reliance’s Ceded Losses,
regerdiess of collateral held,

B. Reliance’s assumed losses may be offset against Reliance’s ceded losses if and only if
Reliznce has received all assumed premiums due on the applicable assumed contraci(s)
and Reliance is unsecured for the ceded Josses being offset. '

C. Al assumed losses sought to be offset must be appropriately reported, adjudicated, and
approved for offset by the Reliance liquidation team or its designees.

D. Al amounts being offset against cach other must be due and owing to the other party. If

* offset sought is not for due and owing amounts, Reliance may draw against any collateral

held. .

E. All amounts being offset must be between the exact same legal entities.

F. The reinsurance agreements must not contain & provision limiting offsets to within same
contract

v, Offscts across multiple contracts where Reliance is cedent in some contrects and assuming

reinsurer in other contracis wherein there are multiple affiliated named reinsured companies
ceding to Reliance. :
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Reliance"s Ceded Premiums, Reliance’s Ceded Premium Adjustments and Reliance’s Ceding
Commission adjustments may be offset against Reliance’s Ceded Losses, regardless of
coilateral held.
Reliance's assumed losses may be offset against Reliance’s ceded losses if and only if
Reliance has received all assumed premiums due on the appliceble assumed contract(s) and
Reliance is unsecured for the ceded losses being offset. _
All assumed Josses sought to be offset must be appropristely reported, adjudicated, and
approved for offset by the Reliance liquidation team or its designees.
All amounts being offset against cach other must be due and owing to the other party. 1f offset
sought is not for due and owing amounts, Reliance may draw against any collateral held.
Respective cessions and payments must be properly identified by specific legal entity.
Only cbligations to or from legal entities named as parties to the agreement may be offset.
ATl amounts being offset must be between the exact same legal entities, Obligations to or
from different named entities may not be combined for offsets, except for those amounts
where
1. Joint and several liability under the contracts exists among affiliates for the
specific obligations sought to be combined, or
2, the contract contains specific provisions that address to which named entity
and in what priority such reinsurance applies to in situations where
affiliated named cedents also reinsure obligations within their own group.

The reinsurance agreémcnts must not contain a provision limiting offsets to within same
contract or prohibiting cross company offsets. :

Special Rules for Pools and Associations. Notwithstanding anything to the contrary,

A. A Pool or an Association having a unique NAIC number will be treated as a sinﬁle
independent Jegal entity for purposes of applying these rules.

B. f Reliance is both o cedent and a reinsurer of the Poo! or Association, the rules of saction
I11 apply. ‘

C. 1f the Pool or Association conducted business through a “fronting” company, then only
the fronting company has offset rights as outlined in sections 1, 11 and HE .

Prohibited Offsets.

A. Assumed premiums due to Reliance may not be offset.

B, if the obligation to Reliance sought to be offset was purchased or tvansferred with the
intent of creating an offset, such obligation to Reliance may not be offset,

C. Combining obligations of affiliates and subsidisries for offset purposes.



