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THE STATE OF NEW HAMPSHIRE

MERRIMACK, SS. Ny SUPERIOR COURT

Docket No. 03-E-0106

In the Matter of the Rehabilitation of
The Home Insurance Company
ORDER OF LIQUIDATION
This proceeding was commenced on March 4, 2003, upon the Verified Petition
for Rehabilitation of PaulaT. Rogers, Commissioner of Insurance for the State of New

Hampshire (the "Commissioner"). The Commissioner filed the Verified Petition for

Rehabilitation pursuant to RSA 402-C:15, seeking appointment as receiver of The Home

Insurance Company ("The Home") for the purpose of rehabilitat_ing and conserving the

- assets of The Home. On March 5, 2003, this Court entered an .O:rde'r _.Appointing

Rehabilitator, in which the Commissioner was appointed Rehabilitator of The Home.

The Commissioner, as Rehabfﬁtator, has now determined pursuant to RSA 402-C:19 that
further attempts to rehabilitate The Home would be ﬁrtile; that fI_‘he Home is insolvent
within the meaning of RSA 402-C:3 and RSA 402-C:20, IT. and that it should be
liquidated. On May 8, 2003, the Commissioner, as Rehabilitator, filed a Verified Petition
for Order of quuldatlon pursuant to RSA 402-C 5 RSA 402 C 19 and RSA 402.-C 20

(the "Petmon") in WhJCh she has sought an order of hquldatlon for The Home, her

and cons1dered the facts set forth in the:-Petltlon,_ the Court ﬁnds :
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| appomtment as L1qu1dator, and the retluested permanent injunction .Aﬁer havmg heard 7 : : '-

tthe law and facts are o o
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as the Commissioner has alleged in the Petition and that there exists a present necessity
for the entry of this order.

WHEREFORE, it is hereby ordered, adjudged and decreed that:

(a) The proceeding for the rehabilitation of The Home is hereby
terminated pursuant to RSA 402-C:19;

(b) The Home is declared to be insolvent;

(c) Sufficient cause exists for an order to. liquidate The Home;

(d) Paula T. Rogers, Commissioner of Insurance for the State of New
Hampshire, and her successors in office, is hereby appointed Liquidator of The Home;

(e) The Liquidator shall cancel all in-force contracts of insurance and
bonds effective as of 30 days after the date of this Order;

(f) The Liquidator is directed forthwith to take possession of the assets of
The Home wherever located and administer them under the orders of the Court. The
Liquidator is vested with title to all of the propex’ty', contracts and rights of action and all
of the books and records of The Home, wherever located, and in whomever’s possession
they may be found;

(g) The Liquidator is directed to secure all of the assets, property, books,
records, accounts and other documents of The Home (including, without limitation, all
data processing information and records comprised of all types of electronically stored
information, master tapes, source codes, passwords, or any other recorded information
relating to The Home),

(h) The Liquidator is authorized to transfer, invest, re-invest and otherwise

deal with the assets and property of The Home so as to effectuate its liquidation;



(i) The Liquidétdr is authorized to acquire, hypothecate, encumber, lease,
improve, sell, transfer, abandon or otherwise dispose of or deal with any property of the
insurer at its market value or upon such terms and conditions as are fair and reasonable
.v.vithout prior permissioh of the Court in the ordinary course of business; -

~ (j) The Home and its directors, officers, employees, agents, and
representatives are prohibited from proceeding with the business of The Hdme, except
upon the express written authorization of the Liquidator;

(k) The Home and its directors, officers, employees, age_nfs, and
representatives, and any persons acting in concert with The Horhe, aré prohibited from
disposing, using, transferring or removing any property of The Home, without the
express written authorization of the Liquidator, or in any way (i) interfering with.the
conduct of the Liquidator or (ii) interfering with the Liquidator's possession and rights to
the assets and property of The Home;

() Any bank, savings and loan association or other financial institution or
other legal entity is prohibited from disposing of or allowing to be withdrawn in any
manner property or assets of The Home, except under the express written authorization of
the Liquidator or by further order of this Court.

(m) All actions and all proceedings against The Home whether in this state
or elsewhere shall be abated in accordance with RSA 402-C:28 and RSA 402-C:5, except
to the extent the Liquidator sees fit and obtains leave to intervene;

(n) To the full extent of the jurisdiction of the Court and the comity to
which the ordérs of the Court are entitled, all persons are hereby permanently enjoined

and restrained from any of the following actions:
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(1) commencing or continuing any judicial, administrative, or other
action or proceeding against The Home or the Liquidator;

(2) commencing or continuing any judicial, administrative, or other
action or proceeding against The Home's, the Rehabilitator’s or the Liquidator’s present
or former directors, officers, employees, .agents, representatives, or consultants,
including, without limitation, Risk Enterprise Management Limited and each of its
officers, directors and employees, arising from their actions on behalf of The Home, the
Rehabilitator or the Liquidator;

(3) enforcing any judgment against The Home or its property;

(4) any act to obtain possession of property of The Home or to
exercise control over property of The Home;

(5) any act to create, perfect, or enforce any lien against property
of The Home;

(6) any act to collect, assess, or recover a claim against The Home,
other than the filing of a proof of claim with the Liquidator; and

(7) the setoff of any debt owing to The Home; provided, however,
that notwithstandihg anything in this Order to the contrary, nothing herein is intended nor
shall it be deerﬂed to stay any right of setoff of mutual debts or mutual credits by
reinsurers as provided in and in accordance with RSA 402-C:34;

(o) The Court hereby seeks and requests the aid and recognition of any
Court or administrative body in any State or Territory of the United States and any
Federal Court or administrative body of the United States, any Court or administrative

body in any Province or Territory of Canada and any Canadian Federal Court or



adniinistrétivé body, and any Cou;'t or administrative body in the United Kingdom or
elsewhere to act in aid of and to be complementary to this Court in carrying out the terms
of the Order;

(p) All persons doing business with The Home on thé date of the
Liquidation Order are permanently enjoined and restrained from terminating or
attempting to terminate such relationship for cause under contractﬁal provisions on the
basis of the filing of the petition to rehabilitate The Home, The Home's assent to the entry
of the Rehabilitation Order, the entry of thé Rehabilitation Order, the filing of this
Petition, the entry of the Liquidation Order, the rehabilitation or liquidation proceedings
for The Home, or The Home's financial condition during the rehabilitation or liquidation
proceedings;

(@) All persons in custody or possession of any property of The Home are
hereby directed and ordered to turn over any such property to the Liquidator;

(r) The Liquidator is authorized, in her discretion, to pay expenses
incurred in the course of liquidating The Home, including the actual, reasonable, and
necessary costs of preserving or recovering the assets of The Home, wherever located,
and the costs of goods and services provided to The Home estate in this and other
jurisdictions. Such costs shall include, but not be limited to: (1) reasonable professional
fees for accountants, actuaries, attorneys and consultants with other expertise retained by
the Department, the Commissioner or the Liquidator to perform services relating to the
liquidation of The Home or the feasibility, preparation, implementation, or operation of a
liquidation plan; (2) compensation and other costs related to representatives, employees

or agents of The Home or its affiliates who perform services for The Home in liquidation;
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and (3) the costs and expenses of and a reasonable allocation of costs and expenses
associated with time spent by New Hampshire Insurance Department personnel and New
Hampshire Department of Justice personnel in connection with the rehabilitation and the
liquidation of The Home; | |

(s) The Liquidator is authoﬁzed to employ or continue to employ, to
delegate authority to and fix the compensation of such appropriate personnel, including
actuaries, accountants, consultants, special counsel, and counsel in thls and other
jurisdictions, as she deems necessary to carry out the liquidation Qf The Home and its
worldwide operations, subject to compliance with the provisions of RSA 402-C, the
supervision of the Liquidator, and of this Court. The Liquidator is authorized to continue
at her sole discretion to retain the services of Risk Enterprise Management Limited,
subject to court approval; |

(t) The Liquidator is authorized to appoint, and determine the
compensation and terms of engagement of, a special deputy to act for her pursuant to
RSA 402-C:25, L

(u) The actual, reasonable and necessary costs of preserving, recovering,
distributing or otherwise dealing with the assets of The Home, wherever located, and the
costs of goods of services provided to The Home estate under paragraph (i) of the
Rehabilitation Order, during the Rehabilitation proceeding, and under pa.ragfaphs (r)-(t)
and (v) of the Liqui.dation Order, during the Liquidation proceeding, shall be treated as
"costs and expenses of administration," pﬁrsuant to RSA 402-C:44, I,

(v) The Liquidator is authorized and directed to work with any joint

provisional liquidator or other person of comparable position appointed by a foreign
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tribunal with respect to all or any portion of the estate of The Hoine located outside the
United States (tile "foreign estates") for the purpose of preserving, recovering and
incorporating into the domiciliary estate all assets of The Home loéated outside the
United States. The Liquidator is authorized to fund from ihe domiciliary estate the costs
and exi)enses of admini steririg the foreign estates; |

(w) The Liquidator is directed to administer anci make payments on all
claims against The Home estate filed with the Liquidator in the domiciliary proceeding,
including the claims of claimants residing in foreign countries (provided the assets of
such foreign estate are transferred to the Liquidator), in accordance with New
Hampshire's priority statute, RSA 402-C.:44;

(x) The amounts recoverable by the Liquidator from any reinsurer of The
Home shall not be reduced as a iesult of the prior rehabilitation proceeding or this
liquidation proceeding or by reason of any partial payment or distribution on a reinsured
policy, contract or claim, and each reinsurer of The Home is, without first obtaining lea\ie
of this Court, hereby enjoined and restrained from terminating, canceling, failing to
extend or renew, or reducing or changing coverage under any reinsurance policy or
contract with The Home. The Liquidator may, in her discretion, commute any contract
with a reinsurer or reinsurers;

(y) To the full extent of the jurisdiction of the Court and the comity to
which the orders of the Court are entitled, all actions or prbceédings against an insured of
The Home in which The Home has an obligation to defend the insured are hereby stayed
for a period of six months from the date of the Order and such additional time as the

Court may determine pursuant to RSA 404-B:18;



_(z) Within one year of the entry of this Order, and then annually thereafter,
the Liquidator shall file with the Court a financial report, as of the preceding December
- 31, in accordance with RSA 402-C:21, V, which shall include, at a minimum, the assets
and liabilities of The Home and all funds received or disbursed by the. Liquidator during
the périod; .

(aa) The Liquidator shall have full powers and authority given the
Liquidator under RSA 402-C of Title XXXVII, and under provisions of all other
applicable laws, as are reasonable and necessary to fulfill the duties and responsibilities
of the Liquidator under RSA 402-C of Title XXXV1I, and under the Order, specifically
including, but not limited to, each and every power and authority bestowed upon the
Liquidator under RSA 402-C:25, I-XXT]I, the provisions of which are incorporated by
reference in their entirety into this Order, and the common law of New Hampshire; and

(bb) The deadline for the filing of claims pursuant to RSA 402-C:26, 11,

RSA 402-C:37, 1, and RSA 402-C:40, 11, shall be_ one year from the date of this Order.

Date: 5 / Lg / 0} By: . <
Time: -t residing Justice
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IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION
COMPANIES COURT

MR JUSTICE PUMFREY

The 8th day of May 2003

IN THE MATTER OF THE HOME INSURANCE COMPANY
AND
IN THE MATTER OF THE INSOLVENCY ACT 1986

MINUTE OF ORDER

UPON the Application of The Home Insurance Company ("the Company”) acting by its
Rehabilitator Paula Taft Rogers, as appointed by the Superior Court of the State of New
Hampshire on 5 March 2003 ("the Applicant”)

AND UPON HEARING Counsel for the Applicant

AND UPON READING a copy of a Petition to wind-up the Company ("the Petition") and the
-witness statement of Paula Taft Rogers dated 7 May 2003

UPON the Applicant through its Counsel undertaking «s Soen o prockd cable

to present the Petition for the winding-up of the Company before the Court;
(i)  to have filed the witness statement of Paula Taft Rogers; and

(iii) to ferthwith issue an Ordinary Application in the form of a draft Ordinary Application
presented to the Court

IT IS ORDERED THAT Gareth Howard Hughes and Margaret Elizabeth Mills both
Chartered Accountants and Licensed Insolvency Practioners of Emst & Young LLP of Becket
House, 1 Lambeth Palace Road, London SE1 7EU be appointed joint provisional liquidators
of the Company (the "Joint Provisional Liquidators”) and that any act required or authorised
to be done by a provisional liquidator be done by either or both of the above mentioned Joint
Provisional Liquidators

London-3/1115690/06 H0225/00124

Exhibit 2



AND IT IS FURTHER ORDERED THAT

L

M

@

(€)

@

M

@

&)}

@

)

©

the Joint Provisional Liquidators shall jointly and severally have power to carry out the
following functions namely:

to locate, protect, secure, take possession of, collect and get in the property and assets
(of whatever nature) to which the Company is or appears to be entitled within England
and Wales;

to locate, protect, secure, take possession of, collect and get in the books, papers and
records of the Company including the accounting and statutory records in England and
Wales;

to investigate the affairs of the Company so far as it is necessary to locate, protect,
secure, take possession of, collect and get in the assets of the Company within England
and Wales; .

to do all such things as may be necessary or expedient for the protection of the
Company's property or assets within England and Wales.

Without prejudice to the generality of the powers set forth in paragraph 1 above, the
Joint Provisional Liquidators do have the following powers:;

to carry on the business of the Company in England and Wales to the extent necessary
to process and settle claims against the Company and effect reinsurance recoveries
(including but not limited to paying reinstatement premiums);

to enter into tommutations with any creditors or debtors of the Company in respect of
business carried on by the Company in England and Wales;

to consider Whether it would be desirable to implement a scheme of arrangement
pursuant to Section 425 of the Companies Act 1985 between the Company and its
creditors or-any of them and, if so, to develop proposals for such a scheme. of
arrangement; .

if they see fitlito nominate an informal creditors' committee from among the members
of the general body of creditors of the Company, such informal creditors' committee to
assist the Joint Provisional Liquidators in the discharge of their duties;

if thought appropriate, to finalise the terms of a scheme of arrangement and
explanatory statement to be issued to the Company's creditors, or any of them, if
reasonably satisfied that such scheme has a reasonable prospect of being approved by
the requisite majority of creditors and sanctioned by the Court and, subject to such
approval and sanction, to implement such scheme;

to investigate the affairs of the Company and obtain such information as is necessary
to locate, protect, secure, take possession of, coliect and get in the assets of the
Company within England and Wales;

T andon-3/1115690/06 -2- H0225/00124
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to employ any employees of the Company in England and Wales, to pay such
employees of the Company or of any other company or entity providing the services of
its employeses to the Company or concerned in the business of the Company within
England and Wales, and to dismiss any such employees of the Company;

to continue to operate the existing bank accounts of the Company within England and
Wales and to open and operate new bank accounts within England‘and Wales as
appropriate and to pay monies into such accounts and authorise payments from such
accounts;

to discharge rent on behalf of the Company and other current expense of the Company
within England and Wales; '

to incur and pay out of the assets of the Company within England and Wales the
normal administrative expenses of the Company and any other payment which they are
empowered to make pursuant to this Order which are necessary or incidental to the
performance of the Joint Provisional Liquidators' duties and functions;

to terminate, complete, or perfect, any contracts or transactions relating to the business
of the Company within England and Wales;

to bring or defend any action or other legal proceedings in the name and on behalf of
the Company within England and Wales;

to effect and maintain insurances in respect of the business and property and assets of
the Company within England and Wales as they see fit;

‘to do all acts and to execute in the name and on behalf of the Company, all deeds,

receipts or other documents (and for that purpose using, where necessary, the
Company's seal) pursuant to the powers conferred herein;

to engage and retain and/or employ any solicitors, counsel, lawyers, accountants,
investment advisors, actuaries, run-off and claims consultants, loss adjusters,
surveyors, and/or other qualified persons to assist them in the performance of their
duties and functions;

to grant or accept a surrender of a lease or tenancy of any of the property of the
Company within England and Wales, and to take a lease or tenancy of any property
required or convenient for the business of the Company within England and Wales;

to rank and claim in the bankruptcy, liquidation or insolvency of any person (including
but not limited to any body corporate) indebted to the Company and to receive
dividends, and to accede to trust deeds for the creditors of any such person;

to change the situation of the Company's registered office in England and Wales;

to pay premiums due or to become due under contracts of reinsurance entered into by
the Company in England and Wales and to enter into new and/or replacement contracts
of reinsurance for the protection of the Company in relation to liabilities of the

T andon-3/1115690/06 -3- H0225/00124
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Company under current policies of insurance or reinsurance issued by the Company
within England and Wales;

to enter into agreements with third parties for the provision of run-off and related
services to the Company in relation to the Company's insurance and reinsurance
business within England and Wales;

to sell or otherwise dispose of the property of the Company within England and Wales '
by public auction or private treaty;

to enter into a protocol, memorandum of understanding or other similar arrangement
with the US Liquidator (as hereinafter defined) and/or insolvency officeholders
appointed in other jurisdictions in respect of the Company for the purposes of co-
ordinating the management and administration of the liquidation and affairs of the
Company worldwide in the best interests of creditors; and’ -

to do all other things incidental to the exercise of the foregoing powers.

AND IT IS FURTHER DIRECTED THAT

1.

)]

@

The Joint Provisional Liquidators:

shall exercise their powers under paragraphs 1 and 2 above after consultation with the
Rehabilitator of the Company, save where this Court shall otherwise direct and save
where to do so would cause them to contravene English law, until such time as a
liquidator of the Company is appointed by order of the Superior Court of the State of
New Hampshire ("the US Liquidator"); and

following the appointment of the US Liquidator shall exercise their powers under
paragraphs 1 and 2 above as requested and approved by the US Liquidator, save where
this Court shall otherwise direct and save where to do so would cause them to
contravene English law,

No disposition ‘of the Company's property by or with the authority of the Joint
Provisional Liguidators in either case in the carrying out of their duties and functions
and the exercise of their powers under this Order shall be avoided by virtue of the
provision of Section 127 of the Insolvency Act 1986.

The costs of the Company in this application and in its petitionin'g' to wind the
Company up:be paid as costs in the Petition.

There shall ibe liberty to apply to the Court for such further orders or directions
whether in relation to the exercise of the above powers or otherwise as may appear to
the Joint Provisional Liquidators to be necessary or appropriate.

‘Wwo

T 211 118K00/06 -4- H0225/00124



NOTICE TO OFFICERS OF THE COMPANY

You are required by Section 235 of the Insolvency Act 1986 to give the Joint Provisional
Liquidators all of the information as they may reasonably require relating to the Company's
property and affairs and to attend upon their instructions as they may reasonably require.

Dated: 8 May 2003

T andnn-211115600/06 -5- H0225/00124
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*NSURANCE AND RXINSURANCE
"ASSUMPTION AGREEMENT

This Assumption Agreement dated January 31, 1Z8%,

(hareinafser referred to as the "Assumption Ac-esment”)

betwaen FIREMAN'S ZTUND INEURANCZ COMPAN?, a _Caiifprn;a
cq:§c:a:;on. ST. SAUL FIRE AND MIRINE INSURANCE COMPANY, a
Minnesota :nsﬁrancc corporation, ‘'THE AMERICAN INSTRANCE
COMPANY, a New Jersgey insurance corporation, EARTEORD TiIRE
:ﬁsURANCE'£c0MPANY. a Conmectjcut insurance cdrpb:a:ien, IEE
ZOME  INSURANCE | COMPANY, a Ngv Samp;hi:gr insurante.
cozporation and  ACTNA INSURINCE COMPANY, a Comnectacat
g::u::ncn §o:porat1on_(he:éindf:ar rafer-ed %o colle:t;vély
as the "Sellezs”). and INSURANCE COMPANY OF NORTE AMZRICA, 1
'Ps:aéyl?zzla'.i:su:ance corpcrazion (herein "INa") 15
exec ::Q and <akes effcct simul:aneoﬁsly with ke Clésing of

_the Puzszhase Agrsament No. 1 and Purchase Agreement No. 2,

-_each .a; amendod (=he "Pu-chase Acreements"), each gzZed f*d
entered 1aTo oOn Décembe:_so, :SBE;- | |

1. Except as rovided herein, tems used and
entities :cfcrred_to in this Assumption AgTeement shall have
':ﬁe same definitione and identifications as in the Purcha@e

AgTrectents.
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2. in 'cﬁtside:ation of the transfsr by the Tcﬁal
Sellexss of the assét; {including boﬁh ledger and non-ledger;j
shown on the  scntute:y balance sheet of AFIA -as of the
closing datg, and all other isngible Asaets owmed directly
by AXlx. or tangible nésgts 1# which AFI3 hks beneficial.
ownezship, to the Purchasers, as'desiqn;tad by CIGNA, or any

of them, INA hereby assumes as its direct obligation and

‘agrees to pay on behalf Of.¢n¢h Seller'whgn_paymentf-:héréof

is due_hll'insur;nce and reainsurance liabilities of each of

the As3igning Sallers arising under or relatsd to Cthe

- business of AFIA described ‘in Section 1.1(c)(ii) of +he

Purzhase Aqreemcnc::and'inclhded in AFIA Obligations {herein

The "AFIA Limbilities”) (it being understood that AFTA

Liab:lizies do not imclude oblications arising as holders of’

STock cr liabilaties f£or income taxes). The parties eonfirx

_ and agree that, aince none of the AFTA ' Liabilities ~assumed

hereby by INA has been written or accepted ia the name of

INA through or by AFIA, none of the AFIA Liabilities as so

assumed shall be eubjmct to the provisicns of Articls XI eof
The Cons:::::iqn af ATIA.

3. INA shall (1) administer and service the AY¥ix

Liabilities including their investigation, payment,
.set:lemgnt. defense and tbo_procgssino And_cailection of aﬁy.
' reinsurance related thereto, (2) have all authority to ‘act

" :n  the name of a Seller as may be recuired to parform such

admizist: <:c and sexvice, and (3) besr all <osts and
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~ exdenses related to. the AZIA Liabilities -and theas
administration and service. INA shall semply in such
administration with commercially reasonable standards in the
thurance indust:yland the standards prescribed by, or by
practice of, any §cvernmen:zl authority having juriscictiern
an¢ shall be responsible for AXI penalties and g¢laims ia
tort actions or otherwise arising from the failure or
aliegec failure to comply with such standards-

4. ';NA' shall prepare, mniﬁtain -and preserve.
indefinrzely and permi€ the Selless _rﬁasonnble access to
app:opfiate'fin;ncial and business records, boéks_of actqz:i
and documents (inrcluding insu:;gce and reinsurance policies
ihd  ccr:Espondénce and proofs of loss, premium collgétion
records, anc records of insurance and reinsurance c¢laims and
regcvor-es relatihg, thereto) . -elating to ~he ATIA
Liabili:ies, énd.tbis Agreement related to the status,oi any
liabil::y or regulatory obligatiorn the Scllers:miéht hﬁVe_c:
come to have cn account of the AFIA Liaé}litics- INA ShAli

_ prepare and: deliver ta each Seller as promptiy as
prac:i:ible but in any event wizsin 75 days after the endé eof
each 's@x monﬁh péflod ccmmcnciﬁg with :héi ending June 30,
1984, an account for such period of such Seller's AFIA
Liab:lities ~ia such defail and covering such malters as the
Selle:s shall reisonably and timély request and shall -allow

each Seller at its own expense to conduct cI cause aucizors .
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_hs practicable.

of 12c choice 1o conduct an annual audit of ;uch #cccunt Qnd
the ATTA Liadilities.

5. Each of the Sellers shall caé#etate with INA
in the'abbve administration of the AFIA Liabilities = taking
such actions as INA shall reasonably request 1n Writing
including AnST:IuTing éf'joiniaq in any actien or procseding

related to the ATIA Liabilities. None of the Sellars shall

‘make any payment of any AFJA Liability without the prios

- written approval of INA tnless under order of a court of -

competent jurisdiction or an aporoprizte action of a proper

regulatory body. ' Each of the Sellars shall give written

notice of any process or vwritten <claim . served upom such

Sélle: in coanection with the AFIA Liabilities as pramptly -

<

€., Exzsept as otherwise specifically provided in - -

this paragraph 6,.wh¢re'£n insuraq¢e_pr'reigsu:anc¢ contract

iacluded =n  ATIA Liabilities was issued in th® nape ef a

So;lé:. INA will make di:cct payment to the insyred, or will
make payment on bchilf of the insuxed te third parties, as

roquired by such contract regasdless of whether this

 Assuzpticn Agreament is a rainsurance of the Selle:’s

originil'Liability under such cont-act or is a retrocagsion

°f tha Salles's liability under a reinsurance agreesent

reinsuring thae liabili:y of another Seller under such other

- Selier's eon=z:zc=. -Where <%he original <contracI was nox’

issued in the nzde of a Seller, INA shall make payment <o
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The reinsured ¢- retrocedent 1n accordance with the

:einéu:;nce cenTtIact oI retrocession contract out of which
the Seller's liability ari ses.  The pfovisians of this
paragraph shall apply in the event of the continuing
solvency of the Seller and alse in the event of the

insolvency cf <he Seller vhere INA vith the consent of the

direct insured or insufeds bas assumed policy obligations as

provided in. clause (b) of the last pnragraph' of <th:s

paragrarh 6.

1ln =the event of the.insclﬁencv cf a8 Seller, this

Ral

—:iﬁaurance shall be pavable d;:ectly to such SLllﬂt. ar ==

-its liquidatoer, receiver, conse*vatcr or s-a“utory successor

on the basis of the Lliability of such Seller without

‘diminution because of <the insolvency of such Seller or

because the liguidator, receiver, conservator or  statutory

succescor of such Seller has failed To pay &ll or a periion

of any claim. It is agreed, howvever, that tha liguidator,

receiver, conservator or statutory successor of a Seller

shall give written notice to INA of the pendency of a  claim

against .such Seller indicating the pelicy or bend reinsured
which clazm would invelve a possible liability on The par:

of TNA within a reasonable time after such claim is filed in.

the conaevvakxoh or l;q;xdatzon proceed;ng or in the

V'réc.i?e;ship, nnd that durlng the pendency aof such claim,

iNA may i:vestzqate SUCh_clazm and interpese, at 15 owm

expensa, in  the proceeding wnhere such claim 1S e be
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adjudicated any <celense or defenzes <that It nay dsen

available to such Sellex or its liquidator, veceiver,

féonservator cr s<Tatutory successor. The expense thus

incurred by INA zhall be chargeable, subject to the approval
cf the courzt, against such Seller as part of the expense of
conservaticn or liguidation tr the extent of the pre zata

share cf the benefit which may accrue to such Seller solely‘

" as a result of the defense undertaken by INA.

INA wundertakes to indemnify each Seller, not anly

*n form but iz fact aga;né: the  loss or ilability arising
out of the AFIA Liabilities. . . -

'As to all reinsurance ‘made, -céd&d, reniﬁed-ar_

otherwvise becoming effective under  this  Assumptien

~

Agreement, the -:eiasﬁ:;nce'shafl be pavable by INA %o each
Sellar or " <to its liqtidatqr,:_recéiver. conservaIor er
cTaTuTory successgf, except as provided by?Sectibh 3150l
::  Nev Ybrk :nsurﬁncc waw cr except (a) 'uheré s
Assuxpticn Agrecment #peqifically‘pravides another pay=é of
sucb::éinsurancc in ihe eventlbf the ihso;véhcy'df‘a-Séiler.

and (b) whare INA with the conseni of the direct imsured cT

- ansureds has assumed such poli:y cbligations cf suck Selie:

as Qiraect ocbligations of INA to the payees under such

policiec and in substitution for the obligations of such

Seller to guch payees.

7. As a conditicn prececent to enforcement of any

£ any

§de

Tigh= under thic Agreement by judicral proceed:ings,



~)

dispute shall arise Dbetween any of the parties to This
Acgreenent with refereace to. its 1n:erp:etation or their
rlch:sf under i%, such dispute shall be submitted tTo
azbitration upoﬂ the written request of any party <o ‘the
dispuze. Three arxbitraters shall be 'selected'py mutual
agreémcnt cs all_pariies to :he.dispute- IS wathia 3C days
2fter cequest  for afbitra:ion_ ;hg pRIties ﬁo *he dispute
haqe not agreed on ihc cheice of all.nzbitrators. then -the
atbhitraters et  then agreed'upcn shall be selacted by tThe
'?fesﬁdiﬁc Judée of the Supreme Courf.df New York in amnd for
the County of New Yofk. 'Tﬁe arbitrators spall ke
d;cin:e:es:ed rétiréd. oﬁ. active executive cfficers of
iﬁﬁu:ance or reinsurance companies.authorized to toantsact
. business =n :he_United's:a:es.o; Ameriéa.

The arbizraterss ace se2lieved fzom  all 3udi:;a:
- formalizies and may ibst;;n from following sSTiicT rfules of
law. They shall interpret this Agréémen: as an hnné:ab&e
engagamant and not'mcrély as ‘a Leqal-obligation; they shall
make :;ci: award uitﬁ a Qieg_to'the géncril pﬁrpose of this
ig:t:ﬁ:ﬁ:lin a reagenable manner rather than wn accordzace
with A lizesal interpretacion of ‘languaqe. A majc:::y.
decision -by <he arbiﬁ:#tc:s sh'a.le_. be £in_a1' and bPinding _n:;'
the pArt;cs to such srbitration. Judgment may be ejterad
upor the final docision §£ ‘the arbitrators in any &o ft
.ha?:né J=risdiction. cach par:y to- the arbrtratien shall

192nTlyY and eguelly bear with the cther parties, the expense



N

of the a:S;té:s and the arbi::a;ion. Suckh arbitv#tion sﬁall
take vlace in‘New York, New York or such other locatior as
the parties tc the arbitration may agréc.v _

8. The Aszmsigning Sellers and INA shall_without
further ::nsideration} at any time and from time to Time ax

or aiter the egxecution and delivery of <this Agreement

_execﬁte and deliver all such further dotuments and

instmimenzs and take such other action &5 may be reasonably

requested by any other party tTo this Agreedent in order to

effectuate <the termms of this_&greement of the Txansaczions

contemplated by - it. . INA  shall  witheugt  further

‘consideration, at any ¢:ime from time to timm, axecute and

deliver any documents or instrumenis or take such action as
may ~be reasonably requested by any of the Assiguing Sellexs

:n crZexr that appropriate rcecognition be given | this

Ascunpticn Agreement on the sTatutory insuranceé accounting

sTazements of such-Asézgning SclLer.

°.  All . notices, Tequests, comsent regu#g;;,'
ins::uc;;ong, appfﬁ@alﬁ and cther communications provided
faor :::ef <his Aséumption Agreement shall be wvalidly qivén,
made, sent or ée:ved. if in wrising an¢-delivered versonally

er sant by telex or by registered or certified first class”

‘mail, Teturn receipt requested, postagé prepaid to  the

IEQIIOUing address:



.. .
Sz

£ to INA,

[ 3]

Insurance Czmzoanv of North Amer-izZa
c/o TIGNA Co*po—nt.on

Cne Logan Square

Pniladelphia, Peansvlvania 15103
Attention: Corporate Secretary
Telex: 8334442

Rartford,

1
th
Fid
o]

BartZord ‘-'.:.re ‘Iasurance Comoan
Hartford Plaza

Harclcrd, Cemnecticut 06115
Attention: .General Counsel '
‘Telex: ea236 .

If to Home,

The Home Insurancec Company
59 Maiden Lane .

New York, New York 10o2le
Atrantion: General Counsel
Ielex. 710 581 5629

et

[
¢

o

Aetna,

Aetna Iasurance Ccmpany
.c/o CIGNA Co—:o-at‘on
One Logan Sgquare
- 2hiladelphia, Pennsylvania 19102
-Attention: - Corporate Secrecvary
Talex: 834442

I£f to Fireman's,
Firsman's fund Iasuzance Company
777 San Marin Drive
Novato, California 954998
Attention: General Counsel
Telex: 910 &B2 ©507.

if to American,

The American Insurance Compnny
777 San Maran Drave

Novato, California 94998
Attention: General Counsel
Telex 910 4B2 2507

')
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1f o St. Faul,
St. Paul Fire and Marine Insurance Company
B85 Washingion Street .
. St. Paul, Minnesota -
‘Attentlon: Corporate Secretary
Telex: 297082
Each .party hereto may Dby written notice delivered to the
cther parties change its address for the purpese @f any
subsecuent notice.
10. This Assumption Agreement shall be governed by
anc cons::uéd and enforzed in accordance with the 3laws of

the State of New York.

11. '‘No party hereto -shall assign its Tights or

‘obligations upder this Agreement, 3in whole or in part,

-without <the prior -writt consent of the other parties

herote; provided, hnwever. —hat INA may assign its =ights

and cxiizztions hereunder To  any iasuTance cofgmany oY

companies which are_sqbgidia:ies of CIGNA énd.are feg§én3b!y
acceptable .:o each ¢£ the Sellers and such-ﬁss:énﬁc assumes
in writing the obligations.of INA heveunder; and provided,
fuzthay, however. that no such issiqﬁmeﬁt crhaéiumptioa“
chall relieve INA cZ i:s. ébligacions herecnder for Qh;ch
Ri:h"the_assigﬁee iz shall be joinzly and severzlly liakle. .

12. Sukject to paragraph 11 hereof, trhis .

"Assumption Agreement shall be kinding on and inure %o the
banefit of <the parties hereto and their respective

suczessors and assigns. Nothing in this  AssumpIien

Ag::cﬁcnt, 'express or implied, is intended, or shall be



. -
———

-
(™)

- csnstrued, to confer upen or give to any persen, £irm oT

corpora=:on {o;he: than <he parties .hetgto and thear
permittTed successors and assigns) 1y rights or: reﬁédi:s
under or by reason of thig 5ﬂsuépticn Agreemenyt, oOor any
term, provicsion, con:ition, ﬁndcr:akiag, warranty.
representazion. indemmity, covenant or agfeement cantained
here;n.

13. The terms, p:ovisions and conditions of this

Assumption Agreemec: may nct be changed, modified, amended

er wvaived in any manner except by an ingtriment in writing

duly executed by all of the'pa:tias hereto.
14. Tnis Assumptionm AgTeement is eatered Linto

under the terms of the Purchase AgTreements and {n any

' siTustion where there is a conflict between the terms of

-

Ascumpmion Agreement and The Purchase .Agreements, the

rn

terms c£ the Eu::ﬁase Agresments shall prevail. -

IN WITNESS wss.isos. the pasties hereto have causec
This Assumption Aqfeemen: to be éxecuted in their réspectiver
namas by :héi: respecsive duly authorized cf:icers op the
cate fzﬁs: above wri<tIen.

TIRZMAN'S FUND INSURANCE COMPANY

.E}.' jbﬁa*” y@b‘ l-' ‘l‘} N s
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ST. PAUL FIRE AND MARINZ
INSURANCE . COMPANT

BARTEORD FIRE INSURANCE _ coMpaANY

.._'.By ' ’/ f”i-:-ﬁ L

| THE, HOME INSURANCE COMPANY

/f’“ 7

INS'W cwm oF NORTH

d* Y
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Exhibit 4

215.640.1783 te!

Law Department 215.640,5571 fax
Routing TL35S S : ‘ '
" ACE USA : _ Thomas.Wamser@ace-ina.com
ks : : 1601 Chestnut Street R www.ace-ina.com
ace usa Philadelphia, PA 19101
USA

Thomas J. Wamser, Esq.
Senior Counsel

February 1, 2001

Jonathan Rosen

Senior Vice President

Risk Enterprise Management Ltd.
59 Maiden Lane

. New York, NY 10038

: Déar Jonathan;

In accordance with your recent conversation with Mark Megaw, this letter is to_confirm the transfer of

AFIA liabilities from the Insurance Company of North America (INA) to the Century Indemnity

Company pursuant to a corporate restructuring approved by the Pennsylvania Department of Insurance in
1996. (The February 7, 1996 Decision and Order of the Insurance Commissioner of Pennsylvania is

" attached hereto)

As set forth in the Insurance Commissioner’s Decision, INA was divided into two companies, CCI

- Insurance Company and INA (Commissioner’s Decision at 16). CCI, along with CIGNA Speclalty

Insurance Company, were then merged into Century Indemnity Cempany, which, as the surviving
company, was to engage solely in run-off operatlons {Commissioner’s Decision at 18).

Under this plan of Division, CCI was allocated -“all of the run-off operations of INA, [and] all of the

reserves related to the run-off operation....” As you are well aware, AFIA- was, and-is, one of those run- -
off operations. Since, as noted above, CCI was merged into Century - Indemmty, Century Indemmty _
became responsible for the AFIA liabilities. o o .

Objections to the Decision of the Insurance Commissioner were dismissed by the Pennsylvania'Supr'eme

Court in LaFarge Corp., et al. v. Commonwealth of Pennsylvania, Insurance Department, 735 A.2d (Pa.
. 1999). At that Juncture the transactlon descnbed above became final.

I trust that the_above responds to your inquiry.

Sincerely;

. One of the ACE Group of Insurance & Relnsurance Companies



17.

18.

19.

20.

2.

ANNUAL STATEMENT FOR THE YEAR 2004 OF THE CENTURY INDEMNITY COMPANY

NOTES TO FINANCIAL STATEMENTS

Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities
Not Applicable
Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially Insured Plans
Not Applicable
Dirvect Premium Written/Produced by Managing General Agents/Thivd Party Administrators
Not Applicable
September 11% Events
Not Applicable
Other Items
A. Extraordinary Items
The Company is aware of no “Extraordinary [ferns”
B. Troubled De bt Restructuring
The Company was involved in no Troubled Debt Restructurings.
C. Other Disclosures

On February 8, 1996, the Insurance Departments of Pennsylvania and seven other domiciliary states (California,
Connecticut, Ilinois, Indiana, New Jersey, Ohio and Texas) approved [INA Financial Corporation's Plan of
Restructure and Recapitalization. This plan reorganized INA Fnancial's domestic property and casualty subsidiaries into
two separate operations. One operation manages ongoing business and the other run-off policies and related
claims, including those for asbestos related and environmental pollution exposures. The plan created business
structures that enhance management's focus on its specialist strategy and positions the ongoing business for future
profitable growth, while at the same time providing; dedicated, specialized resources to manage each operation
separately and effectively. As part of its overall reorganization plan, INA Fnancial contributed $373 million of
addifional capital to the run-off company and assumed debts of the run-off company having a net present value of 3125
million. The active subsidiaries have provided the inactive subsidiary with an ageregate excess of loss reinsurance
treaty protecting both the surplus and cash payment ability of the inactive company. The agpregate excess of loss
agreement has a limit of $300 million. In addition, INA Financial has agreed to retain at least 10% of any dividends
paid by the active companies up to $50 million as an additional source of capital for the inactive company. This dividend
fund and the investment earnings on it would be contributed to the inactive campany before the agpreeate excess of
loss treaty is trigpgered.

INA Financial Corporation's Plan of Restructure, effective December 31, 1995 for accounting purposes, provided
for the reorganization of the Insurance Campany of North America (INA), the reali gnment of management and the
segregation of the INA Financial Corporation's insurance and reinsurance businesses into active and inactive
operations. As provided in the Plan of Restructure, pursuant to 15 Pa.C.S.A. Sections 1951 through 1957, INA
divided into two resulting companies, an active company which is known as INA and an inactive company which
was previously known as CCI Insurance Company (CCI). Under the Plan of Division, INA was allocated the name
and licenses of the former INA, in-force policies, assets and liabilities associated with loss sensitive business and
all the subsidiaries of INA except CIGNA Specialty. CCI was allocated all of the run-off operations of INA, all of the
reserves related to the run-off operation, designated assets, CIGNA Specialty Insurance Company and all of the
former INA's palicyhalder's surplus except for investment in subsidiaries other than CIGNA Specialty Insurance
Company. Asa result of the division, each resulting company, INA and CCI respectively, was deemed to own the
respective assets assioned to it. [n addition to the extent liabilifies are allacated to one of the resulting companies,
only that company is responsible for those liabilities. However, accordingto 15 Pa.C.S.A. Section 1957(b)(1)(iv)
and (v), if the allacafion of liabilities would result in a fraud on corporate creditors or if applicable provisions of
law have not been complied with, the liabilities of dividing INA shall not be affected by the division and both
resulting companies would be jointly and severally liable to that extent. CCI and CIGNA Specialty Insurance
Company were  merged into Century Indemnity Company, resulting in one run-off company.

Asprovided in the Plan of Restructure, INA Financial Corporation has created two new intermediate holding
companies. INA Holdings Corparation owns the stock of the insurance companies in the active group. The

insurance companies in the active group include: Allied Insurance Company, Atlantic Employers [nsurance
Company, Bankers Standard Fire and Marine Company, Bankers Standard Insurance Company, ACE Employers
Insurance Company, ACE Indemnity Insurance Company, ACE Fire Underwriters msurance Company, ACE

Insurance Company of Ilinois, ACE Insurance Company of Ohio, ACE Insurance Company of Texas, ACE Insurance
Campany of the Midwest, ACE American Insurance Company, ACE Property and Casualty Insurance Company, Illinois
Union Insurance Company, INA Surplus Insurance Company, Indemnity Insurance Company of North America,
Insurance Company of North America, and Pacific Employers [nsurance Company.

As further provided in the Plan of Restructure, Brandywine Holdings Corporation owns the stock of Century

Indemnity and ACE International Reinsurance Company, LTD. Century Indemnityin turn owns the stock of the
inactive reinsurance companies, ACE American Reinsurance Company and Century Reinsurance Company.

14.11

Exhibit 5
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23.

ANNUAL STATEMENT FOR THE YEAR 2004 OF THE CENTURY INDEMNITY COMPANY

NOTES TO FINANCIAL STATEMENTS

The Plan of Restructure also changed the intercompany pooling arrangements which provide for sharing of
premiums, losses and underwriting expenses in predetermined specified amounts. Effective as of December 31, 1995,
Bankers Standard Fire and Marine Insurance Company, Bankers Standard Insurance Company ("BSIC™), ACE
Employers Insurance C ompany, ACE Fre Underwriters Insurance Company, ACE American [nsurance Company
("ACE Armerican"), ACE Indemnity Insurance Company, ACE Property and Casualty Insurance Company, Indemnity
Insurance Company of North America ("Indemnity™), Insurance Company of North America ("INA")and  Pacific
Employers Insurance C ompany (the "pooled companies”) had withdrawn and terminated their parti cipation in the
December 1977 Reinsurance Agreement and entered into a new Reinsurance A greement (the "Pooling Agreement™),
such Poaling Agreement being effective December 31, 1994 with respect to ACE American, BSIC and Indemnity, and
effective December 31, 1995 with respect to the remaining parties, which governs their respective rights and liabilities in
respect of a pogling arrangement for the sharing of premium, losses and expenses. Effective January 1, 1999, ACE
Ammerican became the pool leader, replacing INA. The Pooling Agreement does not include Allied Insurance
Company, Aflantic Emplayers [nsurance Company, ACE Insurance Company of lllinois, ACE Insurance Company of
the Midwest, ACE Insurance Company of Ohio, ACE Insurance Company of Texas, Dlinois Union Insurance
Company and INA Surplus Insurance Company. These subsidiaries, which are licensed in onlya few states, are reinsured
by ACE American.

On July 2, 1999, CIGNA Corporation sold INA Corporation its subsidiaries, which included the Company, to
ACE INA Holdings, Inc., a subsidiary of ACE Limited for the agpregate cash consideration of $3.045 billion (the
Acquisition), after receivingall necessary regulatory approvals. In connecti on with the Acquisition, National
Indemnity Company (NICO), a subsidiary of Berkshire Hathaway, provided $2.5 billion of reinsurance protection
for the Brandywine Holding Companies in excess of their carried reserves after payment of $1.25 billion in
carried reserves to NICO. At December 31, 2002, the Brandywine Holdings Companies had ceded to the limits of
the reinsurance cover, Century Indemnity has paid Ultimate Net Losses, as defined in the reinsurance agreement,
equal to the Attachment Point, and, therefore, NICO is reimbursing Century for losses Century pays which are
subject to the cover,

D. Uncollectible Assets
Not Applicable
Events Subsequent

During the first quarter of 2009, the Company agreed to sell ACE American Reinsurance Company and Brandywine
Reinsurance Company S.A.-N,V. to Randall & Quilter Investment Holdings Limited, an internati anal insurance firm. The
sale, which is subject to regulatory approval, is expected to close in 20035,

Relnsurance

A, Unsecured Relnsurance Recoverabies
Federal L.D. ($000)
Number Name of Reinsurer Amount
AGEF Belpium Insurance 3770
AA-1460005 Alba Allpemeine V.G. 1,674
36-0719665 Allstate Insurance Company 31,525
390593886 American Bankers Ins Co. of Fl 1,062
American Centinnial Ins Co 1,830
310199720 Ametican Druggists Ins Co. 3,783
04-1027270 American Employers Ins Co 1,664
13-5124990 American Home Assurance Company 2,764
360727430 American Motorists Insurance Company 3,472
13-4924125 American Reins Company 51,042
350145400 American States ns Co 7,638
38-0829210 Amerisure Mutual Insurance Company 3,303
AA-1120337 Aspen Insurance UK Limited 852
959-2769926 Assaciated [nternational Insurance Company 4912
AA-1320013 Assurances Generales De France LA.R.T. 1,104
AA-1240063 AXA Belgium 6,291
AXA Belgium S.A. 378
47-0574325 Berkley Ins Co. 1,996
AA-3191004 Bison Ins Co. Ltd. 804
AA-1120305 Bryanston Ins. Co. Ltd. 1,313
AA-3190050 Cambridee Reins. Ltd, 2,639
Cardem Insurance Co, Ltd. 338
AA-1780008 Centre Reing. Int’l Ca. 4,282
38-3464294 Cherakee Ins Co 1,397
Citizens Casualty Co. 368
06-0949141 Cologne Reins Co of Amer 11,151
47-0490411 Columbia Cas Co 11,127
030331391 Commercial Risk Re-Ins Co 3,443
31-0908652 Constellation Rein Co 3,394
13-2798872 Constitution Insurance Company 3,388

1412
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lLaw .

Routing TLESS

1601 Chiestnut Street
Phitadeiphia, PA 19103.

www.ace-ina.com

wivuyg

To: From:
Angela Anglum, Esq. Thomas J. Wamser. Esq.
cc: Fax:
Mike Durkin (215) 640-5571
Company/Department: Tel:
New Hampshire Department of Insurance (215) 640-1783
Fax: oo ’ Date: i
- (212) 530-614 March 25, 2003
Tel: E-mail:
thomas.wamser@ace-ina.com
. Re: - - Pages including cover:
The Home - UK Branch 2002 FSA Return . 97

Exhibit 7

Fax Transmission

This message is intended
only for the use of the
individual or entity to
which it is addressed
and may contain infor-
mation that is privileged,
confidential and exempt
Jrom disclosure under

applicable law.

In accordance with our conversation earlier today attached is the draft 2002 FSA return of The Home — UK

that we get it to them as soon as possible.

I ook forward to speaking with 'you soon regarding this Return.

One of the ACE Group of I & Reil Co

jenathan Rased

and Foinsurance Couns

Erecutive Vic2 mslﬁeﬁé

. Branch. As you know this is due to be filed on Monday, March 31, 2003. However, the FSA has requested

HOO166



COMPANY UK

NCH

- On March 5, 2003 the New Hampshire Supetior Court enteted an Order at the
request of the Commissioner of Insurance for the State of New Hampshire
appointing a Rehabliitator for the Home Insurance Company.

DRAFT AND UNAUDITED

Annual FSA Insurance Returns for the year ended
: 31st December 2002

'(Appendioeé )

HO0167
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2S5MAR-2883 18:B3 FROM ACE INA SERVICES UK LTD - T0 86485571 P.B5/16
Form 11
General insurance business : Calcufation of raquired margin of solvency - first method Plnked 24th MAR 03 ot 10:22
Name of insurer HOME INSURANCE COMPANY - UK BRANCH
Global business
Financlal year endad 31st December 2002
tetratl Paclod ended
an en
l':lqmbur GUIVKICHM doy month  yeer Units
R11 F2100 GL 31 | 12| 2002 | €000
Thiis financiat Previous
yoar year
1 2
Gross premiums recelvable 1
Pretium taxes and levies (included in fine 11) 12
{ Sub-total A (11-12) 113
1 Adjusted Sub-total A If financial year Is not a 12 month 14
pertad fo produce an annual ﬁg*.!re
' Up to and including sterding
Other than | equivalent of 10M EURO x 16/100 | 15
{ Divislon of health = m -
] Sub-total A insurance | 7 O:ﬁ‘;u% g‘;(yz g;;%"o 16
1 (or adjusted
Sub-total A it Up to and including stedling 47
appropriate) Health. equivatent of 10M EURC x 6/100
' insurance | Excass (if any) over 18
10M EURO X 16/300
Subtotal B (15+16+17+18) 19
Claims paid 21 8093 7768
rClai“"s outs(anding For iﬂsufance business acoouqted 143233 172173
carried forward at the for on an undenwiiting year basis
] end of the financial’ For insurance business accounted | o
year for on an accident year basis )
Claims outstandi For insurance business accounted 08
b,gugm fomrd,'-;? the far on an underwriting year basis 24 72173 1567 B
beginning of the For insurance business accounted| .,
financial year for on an accident year basis .
Sub-total G (21+22+23(24+25)) 29 (20847) 23235
Amounts recovarable from reinsurers in respect 2084 ' ) 23235
of dlairms included in Sub-total C 30 (20847)) |
Sub-totat D (29-30) 39
Flrst result :
Sub-total 8 x Sub-total D (or, if ¥ is a greater fraction, X ¥2) 41
Subtotal C
{ |
HOO171
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25-MAR-2893 18:83 FROM ACE INR SERUVICES UK LTD 10 86485571 P.B7/16
Form 12
Fnted 24ih MAR 03 st 1022

General insurance business : Calculation of required margin of solvency - second method, and statemant
of required minlmum margin

Name of insurer HOME INSURANGE COMPANY - UK BRANCH

Global business

Financial year ended 3I1st Decamber 2002

mnu{: Padod ended
nt
nugmber GUUKICM day wotth  yesr Units
R12 F2100 Gi. 31| 12 2002 £000
This financial Previous L_ Source
year year : E
El el 2
. 1 2z el 5138
xfemncepaiodmadﬁwndalyoas)hsed'o"ﬁmis 3 11 - S .- :_ «»-*' 2 See Instruction 1
Clalms paid in reforance petiod 21 24202 24424 : .1
Gisitns outctanding caried | on g undeneing yoot bast 22 143233 172173
N owad atthaendofhe | —— - R
reference pafiod Feor nsuranca business accountad for 23
. . on an accident yaac basts
For nsurance busiess acoounted (o ’ ' ]
C‘bhmmbndngbqum b . 24 153773 189416
| ol the p on an undarwriting year basis . i
the reference parrod For lnautance business accouried for 25
on an accidant yeer basis »
| Sebrsotal E (21422+23-Q24+29)) _ 29 13662 7181
"| Sub-tatal F - Convarsion of Sub-tofal E to snnugd figue 12
_ anddwdabynumbc{ofmutuhre!em:::emd) (et by 31 4554 2394
: Up 10 and including xtex wivatent of
Ot ten TMEURO x 251100 =hj:___ 32 1161 622 —
'ﬂmm Exass (f ooy} ovcs TMEIROx 2100 | .33 ' 29
mt | -
: to and includia of . ) -
. m A 9 slerling équivatant 34 _
Insuranca .
mmamy)ov«mamxmqo - 39
Subtotal G (3210 35) ' 39 1180 622
) Second resut  Sublalal GxSublolalD (or, %1 3 grvater 41 | 590 311
1. Subotal C fractlon, X ¥2)
L i
Firstresull 42 1M . 4
' R;quxmdma:ginocsocmcy(mmgmmimu and 42) 43 090 M
Migiaum guarantee fund 44 263 249
Re.q_ul(ed minimum margln (the highar of fines 43 and 44) 49 §90 311
H00172
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25-MAR-2003 19:15 FROM ACE INA SERVICES WK LTD T0

Returng under the Accounts and Statements Rules
Directors' Certificate required by Rule 9.34(a)
Name of Company: Home Insurance Company - UK Branch

Financial year ended 315t Decomber, 2002

‘86485571

(1) the return has been prepared in accordance with the following published

guidance:

* Guidanoe Note 4.1 Guidance for insurets and auditors on the
Valuation of Asscts Rules;

* Guidance Note 9.1 Prcparation of antual rctums;

o _"thatproperacoountsmdreomﬂshavcbeennmmamedmtthmtchmgdommrespect

of business carvied on through-a branch in the United. I(mgdom.

L2 Y

P.15/18

M.E, Durkin ‘ C.Mellor
Acting United Kingdom Representative Mannger
- March 2003
92

(tba)

HQQ0274



| Exhibit §
| | -~ “BiFco !

2002BA}

'EXCESS OF LOSS REINSURANCE -AGREEMENT

between - DT T
Home Insurance Company 7 R L'\"‘ : L?EE

' Grereinafter called the "Reassured™) DEC 2 2 1833
- PRICE WATERHOUSE
-BAFCO Reinsurance Company, Ltd. of Bermuda '
® (hereinafter calied the "Reinsurer™)

YHEREAS IT IS agreed that this Agreement is to indemnify the Reassured with respect to all
ywusses arising from its acceptance of certain original contracts of reinsurance, howsoever and

wheresoever arising, for all underwriting years up to and including 1981, subject, however, to the

following terms and conditions.

ARﬂéLE ]
This Agreement is to indemnify the Reassured._for 100%. (one hundred percent) of the claims and.
_ .ims' relat-cd ‘payments made by the Rcassurc§ on or after May 12, 1981, on account of the
ﬁa’bility_ of the ﬁeassured arising from itsr acceptance of the original contracts listed belqw:

. Original Contracts : -

@% A.G.C. Pzlmdale
Folksam
Avne-r )
Avner (2)

R.A.C.V.

ARTICLE 2
Thi‘s Agreement shall take effect from and including May 12th, 1981 and shall continue in force for

the entire run-off period of all the comrac;i hcreundcr. o H00002



ARTICLE 3
Jld at any time either party:
Lose the whole of its paid-up capixal, or

Commit any breach of the conditions of this Agreement, or

uld the Reinsurer: -

Be domiciled or incorporated in a country which becomes involved in any war, declared or

undeclared, -

- other party shall have the right to terminate this Agreement at any time by giving notice in

".ng by registered Jetter to the last known address.

-he event of this Agreement being terminated in accordance with the terms of this Article, the |

a————_ s,
————

1-0ff of liabilities, if any, and the premium to be returned to the Reassured, if any, shall be

itvally 2greed 10 by the-Reassured and Reinsurer at the time of cancellation.

ARTICLE &
e term 'net Joss' shall me_én the sum actually paid by the Reassured in settlement of Josses or

:bility after making deductions for all recoveries, all salvages, and all claims upon other

~.urancc, whether collected.or not, and shall include all adjustment expenses arising from the

ttlement of claims other than the salaries of employees and the office expenses of the

-

rassured.
T
&

1} salvages, recoveries or payments recovered or received subsequent to a loss settlement under
s Agreement shall be applied as if recovered or received prior to the aforesaid settlement and

} necessary adjustments shall be made by the parties hereto. Provided always that nothing in this

Jause shall be construed to mean that Josses under this Agreement are not recoverable until the

eassured's ultimate net Joss has been ascertained.

-2-. - - | . H00003



{

s further zgreed that the Reassured did maintain each and every Joss reinsurance in force for

years covered by this Agreement and it is warranted that/Tecoveries from such reinsurances

I} inure 1o the benefit of the Reinsurer hereon,

"~ ARTICLE'S
business covered hereunder shall be subject to the same terms, clauses and conditions in every
pect as the original Contract or Contracts and shall follow all settlements by the Reassured

olutely as 6riginal.

‘= Reinsurer shall recognize all measures taken by the Réiﬁssured and agree to all and every kind
rttlement either by adjustment or by amicable al-'rangemen_ts'o'r by legal judgement and hereby

g themselves 1o pay their proportion of all claims and/or deposits and/or payments on accoun; of

- ¢ such claims as well as legal and other expenses and charges incurred in connection therewith,

-iuding salaries and office expenses of the Reinssured.

ARTICLE 6
e Premium for this Agreement shall be U. S. $15,000,000.
ARTICLE 7
%Reassured shall furnish the Reinsurer with annual summaries as scon as possible but in any

“ent not later than twenty six weeks after the close of the fiscal year.

. summaries shall give details of:
Reinsurance premiums, net of commission, and

Paid and outstanding losses (split by underwriting year).

)e summaries shall be rendered separately for each reporting currency, Pounds Sterling, Canadian

>llars and United States Dollars.

-3 H00004



ARTICLE 3
11 Joss setilements made by the Rcassurcd,- inclUding.cx grax:'xa and compromised .S-enlemcm-s,
rovided same are within the terms of this Agrecmeﬁt_,‘ shal} be unfconditionall& binding -upon the
einsurer and amounts falling to the share of the Reinsurer shall be payable by them upon |

:asonabic evidence of the amount paid being given by the R.'cassured_.

ARTICLE 9
-l is hereby understood and agfecd that any inadvertent delays, omissionsv or errors made -in
Eonnecﬁon with this Agreem.en't shall not be held 1o relieve either of the parties Here’to from Any
iability which would have attached to them hereunder if such delay, 'omission'- or error had not
.-curred, provided that rectification is made upon discovery. It is further agreed-that in all things

_:oming within the scope of the reinsurance the Reinsurer shall share to the extent of their interest

he fortunes of the Reinsured.

ARTICLE 10
vo further particulars shall be required by the Reinsurer but the books of the Reinsured, so far as
:hey concern the reinsurances falling within the scope of this reinsurance, shall' be open 1o the

.t’pecﬁcm of an authorised representative of the Reinsurer at any reasonable time during the

continuance of this Agreement or of any liability hereunder.

ARTICLE 11
It is hereby understood and agreed that any amendments and/or alterations to this Agreement that.
are agreed, in writing, shall be automatically binding hereon and shall be considered to form an

‘imegral part hereof, subject nevertheless to the issue of a Contract Addendum, if specifically

- requested by the Reinsurer.

ARTICLE 12

All ma1ters in difference between the Reinsured and the Reinsurer in relation to this Agrccmcm,ﬂ
" - HO0005



R . ‘.

/

=hding its formation and validily, and whether arising during or afier the period of this

_jreement, shall be referred to an arbitration tribunal in the manner hereinafter set out. ' ,

aless the panies-égree upon a single arbitrator within 30 days 61 'onc-rcceiving a written request
om the o{her for arbitra_tiop, the ciaimam (,.1he barty requesting arbitration) shall appoint his
‘bitrator -and give written noxic_e thercéf 10 the rc.sponde_‘m. Within 30 days of receiving such
stice the respondent shall appoint his arbitrator and give written notice thereof to the claimant,
iiling which ihe claimant may apply to the appoimor ‘hereir.laftcr'namc'd to nominate an arbitrator

Pehali of the respondent.

>uld the arbitrators fail to agree, then they shall within 30 days of such disagreement appoint an
mpire to whom the matter in difference shall be referred. Should the arbitrators fail within such

eriod to appoint an umpire, then either of them or either of the parties may apply to the appointor

or the appointment of an umpire.

Inless the parties otherwise agree, the arbitration tribunal shall consist of persons employed in, or
etired from, a senior pos_ition in insurance or reinsurance underwriting.
"he arbitration tribunal shall have power to-fix all procedural rules for the holding of the

#¥jtration including discretionary power to make orders as to any matters which it may consider

woper in the circumstances of the case with regard to pleadings, discovery, inspection of
focuments, examination of witnesses and any other matter whatsoever relating to the conduct of

he arbitration and may receive and act upon such evidence whether oral or written strictly

1dmissible or not as it shall in jts discretion think fit.

The appointor shall be the President of AFIA.

HO0006



All costs of the arbitration shall be In the discretlon of the arbitration iribunal who may direct to
and by whom and In what manner they shall be ;Sald. |

(A The seat of the arbitration shall be In London and the arbitration trlbunll ahall apply the'
Jaws of England as the proper law of thls Agreement. '

(B) The arbitratxon shall be conductod under, and the arbitration trlbunal shall be governed by, |
the provisions of the Arbitutlon Acts 1950 and 1973. -

~ .a The award of the arbltration tribunal shall be in writing and binding upon the parties who héreby
%ovenam to catry out the same. If 2 party fails to carry out the award the other may apply for it§

enforcement to the High Court of Justice In England or to a court of competent jurlsdlcﬂon inany

territory in which'thc party in default is domiciled or has assets or-carries on business.:

ARTICLE 13

(A) This Aéreement'is an honorable undertaking between the cdntracting parties and in case of 2
difference occurriﬁg between the letter of the Agreement .wording. and the intent of the
contracting p’a}ties, the intent or s_énse lof the Agreement in a¢cord-aahce with normal
practice governing such transactions shall take precedence “ov'er ‘the ,strict'interb;et_atio,n of

" the Agreement wording.

¢

"(B') The Reinsurer shall regard this Agreement and ﬂie transactions hereunder as strictly
confidential, and shall not at any time during its currency or thereafter make any use either
directly or indirectiy of the information atforded of the business and connections of the

Reassured chh shall or may In any way operate to the_prejudice or detriment of the jatter.

-6
HO0007
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2¢gzE)

- I WITIKESS WHEREOF, the parties hereto have cazuced their duly authoriz:

representative.to sign this Agreement in separazte counterparts.

on_ / Reado 1082

‘REINSURED:

The Eome Insurance Company’

REASSURER:

BAFCO Reinsurance Company, Ltd. of Bermuda

HOQOpg
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2002BA2
EXCESS OF LOSS Ré_msunmcs AGREEMEN

/  between 7 ‘;f EWE

. Home Insurance Company and/ or | DEC 2 2 983 |

| St. Paul Fire and Marine Insurance Company, PRICE WATERROUSE
as their interests may be in underwriting as the :
Treaiy Rchu&an& Dg:paﬁment, London Branch
| . : (hereinafter called the "Reassured”)
o BAFCO Reinsurance Company, Ltd. of Bermuda
(hereinafter cal]ed- the "Reinsurer”)

WHEREAS IT 1S agreed that this Agreement is to indemnify the Reassured with respect to all
losses under jts treaties and contracts of reinsurance, howsoever and wheresoever arising, for all
underwriting years up to and including 1982, subject, however, to the following terms and

conditions.

. . , - ARTICLE ]

ThisI Agrée'ment'is only to-pay if and when the Reassured’s net losses that are paid on or after 1
July 1982 exceed $95,000,000 in the aggregate. The Reinsurer sha!l be liable for any amount in
excess thereof up to an aggregate limit of liabili{y_ which shall not be initially gégater than

J. S. $100,000,000 but which will be subject to adjustment as specified in Article 6(C).

ARTICLE 2
n order to ascertain the application of Article I~
(A)  Any applicable transaction in currencies qthci' than Pounds Sterling, Canadian-
Dollal:s, or United States Dollars shall be considered hereunder as being settled in
Sterling and shall be converted to Sterling at the same rates of exchange as those at
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which such tran;ac(uons are converted by the Reassuredn their record books. .

(8)  Transactions booked in Pounds Sterling' and Canadizn Dollars will be converted to
U. S. Dollars at the same rates of exchange as those at which such transactions are

_converted by the Reassured in their record books.

ARTICLE 3
ais Agreement shall take effect from and including June 30th, 1982 and shall continue in force for

e entire run-off period of all underwriting years covered hereunder, i.e. all underwriting years up

"Qnd including 1982. |

ARTICLE &
hould at any time either party:
v) Lose the whole of its paid-up capital, or
) Commit any brea&h_ of the conditions of this Agreement, or

;hould the Reinsurer:

2) Be domiciled or incorporated in 2 country which becomes involved in any war, declared or

. undeclared,
..other party shall have the right to terminate this Agreement at any time by giving notice in

writing by registered letter to the Jast known address.

in the event of this Agreement being terminated in accordance with the terms of this Article, the
run-off of liabilities, if any, and the premium to be returned to the Rea_ssured? if any, shall be

mutually agreed to by the Reassured and Reinsurer at the time of cancellation.

ARTICLE 5
The term ‘'net Joss' shall mean the sum actually paid by the ‘Reassured in settlement of losses or

lizbility after making deductions for all recoveries, all salvages, and all claims upon other

’2' : ‘\\\_____———-——».
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, .
cinsurance and shall include all adjustment expenses arising from the settlement of claims other

han the salaries of employees and the office cxpcnsés of the Reassured. It is agreed that any

einsurance not collectible, the amount of which must be_bome'by__}b_g_'_R_e_a;_sqr.g_d,___\}_'_i'll be

-— -

onsidered part of the ultimate net Joss.

- oo om——

A\l saivages.'récox’-éries or payments recovered or _receiyéd subsequent to a loss settlement under
his Agreement shall be applied as‘_ if recovered b_r received prior to the aforesaid settlement and
I.il necessary -adjustments shall be made by the partie_s hereto. Provided always that'no_thihg in this
:iause sha'u be construed to mean that Josses under this Agreement are not recoverable until the

‘Reassured's ultimate net Joss has been ascertained.

It is further agreed that the Reassured did maintain each and every loss reinsurance in force for

the years covered by this Agreement and it is warranted that @ﬁom such reinsurances

shall inure to the benefit of the Reinsurer hereon.

ARTICLE 6
iA) ~ The Premium for this Agreement shal] be U.S. $14,310,000, payable in installments at the :
rdiscr_etion of the Reassured but, nevertheless, payable in full on or before 30 June, 1 983, It
is agreed by the parties that each installment shall be increased by the amount of interest
that would have been earned betw.een the date of inception and the dat-c of payment of each

installment. Interest shall be calculated at the simple rate of 12% p.a.

®)  Itis further agreed that all premiums booked oh and after 1 July, 1982 by the Reassured for
the underwriting years protected hereunder shall become due and payable, net of all

commissions and brokerage, to the Reinsurer when received by the Reassured.

(C) - Itis anticipated that known losses incurred under this,Agreemeht (paid plus outstanding case
reserves, but excluding estimated IBNR, all underwriting years for Proportional and Excess
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of Loss business combined) will follow the pattern shown below for the next {ive fiscal year-

ends, 1983 through 1987:

'EAR ENDED

June 30, 1982
1983
1984
1985
1986
1987

INCURRED TO DATE*

(EXCLUDING ESTIMATED IBNR)

$273,132,000
296,429,000
313,387,000
325,114,000
332,168,000
336,540,000

(Shown for comparison)

+ includes $196,814,000 paid prior to July 1, 1982.

Known losses incurred may exceed the expected development at one or more of the

next fivc fiscal year-ends. Should this occur, additional prem_iums-v;ill be payable,

“which will, in turn, result in an increase in the total amount payable under this

Agreement. Any increase in known losses incurred over those originally expected and’

identified above at a given year-end will result in a revision of the estimated losses

incurred pattern as {ollows:

YEAR ENDED

June 30, 1983
1984
1985
1986
1987

Deviations below the original expected incurred-to-date will be ignored. - -

MODIFICATION IN LOSS PATTERNS FOR SUBSEQUENT YEARS
RESULTING FRQM EACH INCREASE OF $1,000 IN.THE

INDICATED YEAR . »
$1,000 Increase in Year:
$1,000
1,057 $1,000
1,097 1,037 $1,000
-1,'121 1,060 1,022 $1,000
1,135 1,074 1,035 1,003

ol

1987

$1,000
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1 known losses incurred through June 30, 1983 exceed $296,429,000, then for each $1,500 of

this excess, the maximum amount payable under this Agreement by the Reinsurer will be

increzsed by $1,268 and an additional premium of $750 will be payable by the Reassured and

the p_recacding table will be used to adjust subsequent expected patterns for {iscal year-et'\_ds‘

1984 through 1987. Similar adjustment premiums will be payable, with corresponding

increases in treaty limits; in the event of -additional deviations from expected patterns in

subsequent years. The following table summarizes these modifications in premiums payable

L

- F DEVIATION
" DCCURS AT THE
FISCAL YEAR ENDING

and treaty limits.

FOR EACH 51,000 INCREASE OVER THE EXPECTED DEVELOPMENT

PATTERN (ORIGINAL OR AMENDED AS APPROPRIATE)

THE FOLLOWING ADJUSTMENTS ARE APPLICABLE
Increase in Treaty Limits

June 30, 1983
1984
1985
1986
1987

1,268
1,199

1,156

1,131

L1117

ARTICLE 7

Adjustment Premjum Pavable

750

780
g10

340

850

The Reassured shall furnish the Reinsurer with quarterly summaries as soon as possible but in any

~ event not Jater than six weeks after the close of the quarter.

" The summaries shall give details of:

)

1. Reinsurance premiums, net of commission, and

2. Paid and outstanding losses (split by underwriting year).

The summaries shall be rendered separately for each reporting currency, Pounds Sterling, Canadian

-Dollars é_nd United States Dollars.
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d by whom and in vhat m';nner they shall be paid.

) The seat of the arbitration shall be in London and the arbitration tribunal shall apply the
laws of England as the proper law of this Agreement. |

)  The arbitration shall be conducted under, and the arbitration tribunal shall be governed by,

the provisions of the Arbitration Acts 1950 and 1975.

ne award of the arbitration tribunal shall be in writing and binding upon the parties who"her'eby .
:senant to carry out the same. If a party {ails to carry out the award the other may apply for its
~forcement to the High Court of Justice in England or to a court of competent jurisdiction in ady

rrritory in which the party in default is domiciled or has assets or carries on business.

"ARTICLE 13
4)  This Agreement is an honorable undertaking between the contracting parties and in case of a
difference occurring between the letter of the Agreement wording and the intent of the
contracting parties, the intent or sense of the Agreement in accordance with normal
practice governing such transactions shall take precedence over th.e strict interpretation of
. the Agreement wording. |

B) The Reinsurer shall fegard this Agreement and the transactions hereunder as strictly
confidential, and shall not at any time during its currency or therealter make any use either
directly or indirectly of the information atforded of the business and connections of the

Rezssured which shall or may in any way operate to the prejudice or detriment of the latter.
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rerresentztive to sign this Agreement in separzte counterpartis.

on c*:* .Dr_é_:\,ﬁ_m‘, ' 1982

Reinsurer

BAFCO Reinsurance Company, Ltd. of Bermuda

BY kl;ﬁl '
And On___ zcg,dé;ﬁ / Z 1982

FReassured

s3THISS WHERIOF, the perties hereto have czused their culy autheor:

Home. Insurance Company and/or St. Pagi Fire & Marine Insurance Com
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THE HOME INSURANCE COMPANY

ST, PAUL FIRE AND MARINE INSURANCE'
COMPANY :

‘and

BAFCO REINSURANCE COMPANY, LTD.

FIRST SUPPLEMENTAL EXCESS OF LOSS
REINSURANCE AGREEMENT
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BETWEEN:

- FIRST SUPPLEMENTAL.EXCESS OF 'LOSS REINSURANCE AGREEMENT

MARINE INSURANCE COMPANY, as their intef_ests méy be

in underwriting as the AFIA  Treaty Reinsurance

THE HOME INSURANCE COMPANY and ST. PAUL FIRE AND

Department, London Branch (the "Reassuregd®) é_hd'BAFCO

~ REINSURANCE COMPANY, LTD. of Bermuda (the "Reinsurer™)’

WHEREAS:

This Agreement is supplemental to two Excess of Loss

Reinsurance Agreements between the same parties dated 23rd

‘December -19'82, namely:-

(a) An Agreement ("BAFCO 1") effective 12th May 1981 for

‘the reassurance of 100 per cent of losses under five

‘sp-ecified Original Contracts (referred to therein as

A.G.C. Palmdale, Folksam, Avner (1), Avner (2)

and

R.A.C.V.) for underwriting years up to - and including

1981; and

(b) An Agreement ("BAFCO 2") effective 30th June 1982 for

reinsurance up to an initial limit of. US$100 million

_ excess .of US$95 "million of losses under

" Reassured’'s .treaties ‘and contracts .:of_,--r_'e,-ii_m_“su.r.ance'-.ﬂ.fo'r

underwriting years-up to-and “including-1982 .

the
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(2) In 'cp'n,sideration of the premium for which provision is made
herein the. Rein;urer has agreed to increase tﬁe aggreqgate
limit of reinsgfance under BAFCO 1 and_ BAFCO 2, -to extend
the ﬁnderwriting years or peiiod-s' covered by BAFCO 1 and

- 'BAFCO 2 and to other amendments in the terms and provisions
_of BAFCO 1 an;j BAFCO 2 as set forth beidw, and such
' ix;gcrease, éx‘tension and  amendments shall be _deenied to -ha'ye'

'had effect from their respective dateés of inception.

" NOW IT IS HEREBY AGREED as follows:-
ARTICLE 1 ,
{A) BAFCO 1 is, and shall’ be deemed always to have .been,
effective as from lst January -1981.

(B) BAFCO 2 does not apply to losses reinsured under BAFCO 1.

(C) ~BAFCO 2 is extended to indemnify  the Reassured, subject to U

. " the terms and conditions thereof as hereby amended with
g\\ respect to:
{a) insofar as met losses consist of reinsurance not’

- ! collectible as described ‘in ~the-.second- paragraph ‘of
Article 5 .of -BAFCO. 2, "as-'f.substi-.t;u-_t'ed by- Ar_.ticle 2

hereof, the whole of such net losses, and
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{b) &1l other net losses in excess of US$95 million'“a

- under its treaties and contracts of reinsurance, howsoever
and wheresoever arising, for all underwriting years up to

and including 1983, but excluding-'

(i) losses occurring (under the underlyihg insurance

contracts-reinsured) after 30tb_June 1983 (whether or

not reported) on reinsurance contracts in force and W

terminating after 30th June 1983, and

(ii) "losses incurred on any reinsurance contracts effected ( q'

after or with an effective date after 30th June 1983.

(D) There is no aggregate 1limit on ‘the 1liability of . the))[

Reinsurer under BAFCO 1 and BAFCO 2.

‘ARTICLE 2
The following is substituted for Article 4 of BAFCO 1 and

Article 5 of BAFCO 2:-

The term "net loss" shall mean the sum actually paid by the

"Reassured _{except any .sum f@, by the . Reassured or on. their

behalf 'pursuant. to the. Quota Share Reinsu:apce;ireaty{ﬁq;eementm_

dated *~31st - January 1984 . (the. ."London Reinsurance ‘Agreement”).

between CIGNA Corporation, ~CIGNA- International Corporation,

H00021



fInsprancé Company of North America, Agtna Insurance Companvy,
AFIA, AFIA Finance Corporation, Bartford Fire Insurance Company,
The Homé Insurance Compény, Fireman's Fund Insqrance Company, St.
Paul Fire and Marine Insurance Companf and Thé American Insurahce
Companyj in settlement of losses or 1liability after making
.déduqtioﬁs for all recoveries, all Sélvages, and'all claims uﬁon'
other reinsurance (éxcluding.from such deductions any claims upon
Insurance Company of North America or CIGNA Corporation or anv
-subsidiary coﬁpany Qf CIGNA Corporation under or by virtue of two
. - Puréh_ase Agreements dated 30th December 1983 betwegn respectively -
G?— CIGNA Corporation, CIGNA inte;natiohal Corporation, Insuranqé
_Cdmpany of North Aamerica, AFIA, AFIA Finance Corporatioh;
Hartford Fire Insurance Company, The Home Insurance Company and
Aetna  Insurance ' Company, and CIGRA Corporation, CIGNA
International Corporation, Insurance Company of North América,_
AFIA, AfIA Finance Corporation, Fireman’'s Fund.Insurance Coméany,
st. lPaul Fire andr Marine IﬁSuranCe Company .and The American
ihéurahce.'Company) and shall include all édjustment expenses
ariSihg from the settlement of .claims other than the éalaries of

employees and the office expenses of the Reassured.

It is agreed that any reinsurance not collectible, assumed |
or ceded,_.[being, in .the :case. of ireinsurance ceded, reinsurance

that Masﬁeffectedsbyxoﬂfon}behélffof.AFIA;popqhasJanéﬁffectiyev

date, priotﬁ“totflstvﬁJqlY 1983, -whether 'or“*not”H6011ectib1e;L
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r_e_coverablé, disphted, _undisphted, cémmutafea, cancelled,
ferminated or. nonrenewed, to the extent the premium or other
consi_derat_ion therefor was paid or incur;;gd by AFIA priof to 1st
J_uly-1_983, including,’ :but not limited-‘tb, any supﬁ re_ihsﬁrance
included 'in ceded re_insurapce as of 30th June 1-983_- in Schedule F.
of the statutory annual statement 6f AFIA for the yéar’ ‘ended 30th
June 1983) any amounts due f';om__brdl_cers and .'agénts, and any
accounting .errors‘ and ad;-i.ust_l'n,ent-s_,' the afnouﬁt o_f which must be
borne by £he_Reassured, will be considered part of the ultimate
net loss; The determination _ahd c_ategorizai:idn of reinsurance. .
T : ' o : -
not collectible shall be within the discretion of the Reassured
and shall be initially determined as of June 30, 1984,
Reinsurance not collectible shall not, however, be included in
the calculation of the US$95 million of net 1losses over which

BAFCO 2 is excess.

All salvages, recoveries or payments fecovered or received
subsequent to a 1loss settlement under this _Agreement shall. be
applied as if recovered or received prior to the aforesaid
settlement and all necessary adjustments .shall be made b.y the
parties hereto. Provided always that nothing in this' Clause
shall be construed to mean that.. lossés' undef ihis Agréement .ar_e .

not '.recovera-bie...unti'l.-_-the Reassured's ‘ultimate met loss has been

ascertai’ned.*"—“~Thé scalculation of "net loss”-as-defined -inthis-

substituted Article 4 of BAFCO “1-and Article 5 “of “BAFCO "2,
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including the calculation of any components thereof or deductions
therefrom, shall be based on ‘the underwriting years and periods
of BAFCO 1 and BAFCO 2 as amended by. Article 1 of this Agreement

(and subject  to the exclusion therein).

ARTICLE 3
The following is substituted for Article G'Qf-eachiof'BAECO

*1 and BAFCO 2:-

()  The Initial Premium for BAFCO 1 is US$15 million (receipt .
of which the Reinsurer acknowleages), subject to adjuétment

as provided in this Article.

(B) The Initial Premium for BAFCO 2 is US$14,310,000 (receipt
of which the Reinsurer acknowledges), subject to adjustment

as provided in this Article.

(C) on 25th"June 1984, the Reinsurer received' a payment .of
ﬁS$68,853,800 which represented the difference between
additional premiums (including run-off premiume) plus
interest due to the Reinsurer and payments previously made
to‘the Reinsurer. The Reinsurer hereby acknowledges that -
:theu;said payment -and interest gsatisfy.*andﬁ&discharqe
premiums;duerand.payable by. the Reinsured . as atﬂi?thhggbe

1984.
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(D) It is further agreed tha-,ﬁ, subject to paragraph (E) of this‘.
Article, ail premiums bboked by the. Reassured on 'busi'ness
covered under BAFCO 2 on and after its effective date for
“the uriderwrij:ing years proteéted thereunder  shall become
due and payable, net of  all commission-s and brokerage, to
‘the Rei_tisure: wflen received by the Reassured., The parties
'may mutually agree t;o'substitu"te other payment patterns for

this stream of income.

(E) The 1983 underwriting year's premiums for which the

. Reassured is accountable to the Reinsurer under paragraph
(D) of this Article shall nbt inclqde‘ a.ny reinsurance
premiums .collected by the Reassured or any Indemnitee (as
defined in the London Reinsurgnce Agreement) which viefe

earned subsequén’t to 30th June 1983.

_ (F) Should both the Reaésure‘d and Reinsurer agree that in view
| of the loss development hereunder the reinsurance premiums
. " paid to the Reinsur.er by the Rea_ssured-.are inadeg’uate; then
ke a mutually agreeable calculation will bé used to determine
additional reinsurance premiums payable to the Reinsurer.
-In .the. event:.that the.Reaséured and Reinsurer are unable to
come .to .an agreement as provided for in this Article 3(F)'>
“of ‘this "'Aglr'eemen't, “then ":the"' matter ‘shall “be referredto"

‘.arbitration in.accordance.with Article.7.of this -Ag reement.
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ARTICLE 4
The foliowing is substituted for Article 7 of.each éf BAFCO
" 1 and BAFCO 2: | |
 The Reinsured shall furnish the Reinsufer with quafterly
accounts as soon as possible but in. any eﬁent not later
than 90 days after the close of the quarter. Tbe_accduﬁts'

shall give details of:-

(1) Reinsurance premiums booked, net of commission;

(2) Paid net 1losses, including amounts attributable to
_ non-recoverable Reinsurance (as defined in the London

Reinsurance Agreement); -
(3) Advice of the amounts of case net outstanding losses.
The accounts shall be rendered separatély' for each

reporting currency: Sterling, Canadian ‘Dollars and U.S.

. | Dollars.

ARTICLE 5
*: Notwithstanding tﬁe quarterly accounts provided for by
~Article 4 ofithis-Agreement,ithe&Rein§ure;:shallﬁ;upon:receipt of
a prgvisionalﬁﬂstatementQ:bf losseﬁi-(includingfﬂgross. iosses:”
anticipated” to "be’‘paid) from the Reassured, immediately provide

an advance payment to. the . Reassured of the amount requested in
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the provisional statement of losses. AnY such pavments by the ..
Reinsurer'shall be netted against payménts dué_to the Reassured

in the accounts requirea by Article 4 of this Agreement.'"

ARTICLE 6

In all other respects BAFCO 1 and BAFCO 2 remain unaltered.

ARTICLE 7.
Article 12 of BAFCO 1 and BAFCO 2 applies to this Agreement

) as if set out herein in full,

"IN WITNESS WHEREOF the parties hereto. have caused their respective
duly auvthorised representatives to execute this Agreement.

o ¥ Re % 1985

Reassured

Home Insurance Company

By \Dlouy -xxéch_
- e m N

.' St. Paul Fire & Marine Insurance Company

o~
t.

By up o

NS g S
. . ] .
And 'on = -EQ Sﬁ: : : 1985

" Reinsurer

BAFCO -} yTafce Company., Ltd.

By
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AFIA (REINSURANCE OPERATIONS LONDON)

BACKGROUND TO BANK BALANCES PER CASHBOOKS (G.L)

The notes below are applicable to the attached file (BankRec(@05.03

Total balances per account are reconciled to AFIA bank statements on a monthly basis.

NB: Inter-branch cash transfers reflect cash transfers between branches to meet year-end

solvency requirements. No physical transfer of cash takes place because the

balances are held (in trust) on one bank account.

2, The Home and St. Paul split shown in the schedules attached are memorandum statements
reflecting cash transactions recorded in the cashbooks and the General Ledger since 1984
(the year CIGNA purchased AFIA from the previous owners). The Trust Agreements
specify that the AFIA bank balances belong to Home and/or St Paul as per the respectwe
accounting records.

3 The following points should be noted regarding the cash transactions recorded over the last
18 years in the cashbooks and the GL:

a)

b)

Cash collected under the BAFCO reinsurance agreement, as amended, (CIRC's
reinsurance of the AFIA liabilities) was posted as a matter of practicality to the
Home Cashbook/GL. The reasoning behind this is that most of the losses related to
the Home book (rather than the St Paul) and nearly always (if not always) CIRC
provided cash as and when required to fund the Home (and the St Paul) operations.
The BAFCO billings are consolidated for Home and St Paul transactions and
submitted to CIRC semi-annually. No split between Home and St Paul has been
made in the billmgs (this could be determined although it would be a difficult and
onerous task given the other points noted below and the period that these
transactions cover).

The question arises as to why CIRC has not paid AFIA (Home and St Paul) billings
in full at the time of the billing. The background to this is that:

At times in the late 1980’s AFIA UK almost ran out of cash and had no

billings to draw on. CIRC, on a number of occasions, advanced AFIA
(Home & St Paul branches) US$ 1m- 3m against futute BAFCO billings.

-ii.  ACE (and CIGNA) has in addition provided/ contributed signiﬁcant funds to
both the Home and St Paul to enable the branches to remain solvent and meet
regulatory solvency margins. As at December 2002 CIRC has “contributed”
US$ 20.2m to the Home branch as shown in the GL. In effect the amounts
bave been treated as “Capital” within the accounts of the Home branch i.e. it
has enabled the branch to continue to meet its UK solvency margin
requirements.

Time deposits are posted as Home transactions, and funds are transferred to the
current bank accounts as and when required. The current accounts are used to effect
all payments and bank all receipts for the Home and the St Paul branches.

All assumed brokers’ payments are strictly coded in the cashbooks/GL and the
assumed ledgers to the entity that wrote the underlying policy. However, on limited
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occasions, where payments are due to a broker/cedant from both entities, a
consolidated cheque has been raised and coded to either the Home or the St. Paul,
depending on the entity settling the larger balance; a journal has subsequently been
raised internally in balance sheet inter-branch accounts, transferring the appropriate
settled balance to the second entity. No physical transfer of cash took place between
the two entities in such circumstances as there was only one bank account,

A further complicating factor is that brokers will on occasion show the wrong entity,
i.e. Home for St Paul or vice versa, on their statements. As a result broker receipts
by wire transfer (direct to bank accounts) have from 1984 onwards on occasion been
received into the AFIA bank account and only later has the correct entity been
identified. The correcting entrics have been raised in the inter-branch transfer
accounts.

All éeded cash payments are strictly in the cashbook/GL and the ceded ledgers coded
to the entity with the underlying contracts. The procedure noted in (c) above applies.

Consolidated cash receipts (i.e. combined Home and St. Paul receipts) by wire
transfer have been treated in the same way as consolidated assumed receipts, i.e.
often recorded to one entity and appropriate setilement transferred to the second
entity through balance sheet inter-branch accounts when the correct entity has been
identified.

A further complicating factor is that certain of the outwards reinsurance policies
protect both the Home and the St. Paul and therefore consolidated ceded billings are
sent out. Certain ceded reinsurance contracts entered into the 1970’s are in the name
of “AFIA and/or its Member Companies” and do not specifically mention the Home
(and/or St Paul). :



PER CIRC
Balance Outstanding as agreed @ 1202

Add : CIRC Statements:
2nd Half Year 2002 - booked 4/03)

Cash Received
«Jan 03

-Feb 03

- May 03

Toial ROSOH

Cash c/fed @ 1202
Toial ROSIY

Tetal CTRC balance oustanding @ 52003

PER GENERAL LEDGER® 57003

GL @ 572003 - 11500003
Seoall Diff

AFIA LONDON

IRC (BAFCO) QUTS] ING BALANCES
MAY 2003 I,;f‘
Sig & sy Can$ Cony Sty
1.0000 Ling 213443 AR per
152479 42,129,109 0 27,640,383
184,954 7,195359 0 4,760,408
1033433 35,375 068 0 3305731
(300,000) (1,000,000) {935,390)
(1.000,000) (635,890)
(1,000,000) (635,890)
737,433 4335068 ] 30,195,062
(500,000) (29,500,000} ¢ {19,258,743)
(500.600) (25,500,000) [ {19,258,743)
237433 16,825,068 ] . 1093631 V
237,476 16,825,469 ) 10,936,617
“3) @o1) ° on
PRTR K] 16,825.068 ) 10.936,319
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