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-EXCESS OF LOSS RElNSURARC_E_-'AGR-EEMENT

Home Insurance Company _ < ;B
' Ghereinafter called the "Reassured") o 0EC 22 m :
and  PRICE WATERHOUSS

.BAFCO Reinsurance Company, Ltd. of Bermuda
[ ‘ (hereinafter called the "Reinsurer”)

WHEREAS IT 1S égree_d that this Agreement is to indemnify the Reassured with respect to all
yusses 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.

ARTI.CLE_I
This_f{greement is to indemnily the Reassured for 100% (one hundred percent) of the claims and
_.xms related -payments made by the Reassured on or after May 12, 1981, on account of the
lxabun) of the Reassured arising from xts acccptance of the original contracts listed below-
Original Contragt-s ) ) . -

% A.G.C. Palmdale

Folksam
| Avne;' ()]
Avner (2)
R.A.C.V.

ARTICLE 2
' Th{s Agreement shAII take effect from and iﬁcluding May 12th, 1981 and shall continue in force for

the entire run-off period of all the con_tra_c:ti f\éréunder. , s en. ... HO0002
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Jld at any time either éarly:
Lose the -\\'bélc of jts paid-up capi_te_xl, or
Comrt;ii any -brcach of the cc_'mdilioﬁs of this Agreement, or

uld the Reinsurer: S

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

undeclared,
" other party shall have the right 1o terminate this Agreement at any time by giving notice in

.ﬁg by registered Jetier to the Jast known address.
“he event of this Agreement being terminated in accordance with the terms of thisﬁrticle, the |
1-of{ of lizbilities, if any, and the premium to be returned 10 the Reassured, if any, shall be “

ntuvally égreed 1o by the Reassured and Reinsurer at the time of cancellation.

ARTICLE 4

" e term 'net Joss' shall mgén the sum actually paid by the Reassured .in setflement of losses or

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

'pranCe, whether collected.or not, and shall include all- adjustment expenses arising from the

ttlement of claims other than the -salaries of employees and the oﬁi.ce expenses' of the

gspred.

u salvages, recoveries or payments recovered or received subsequent 10' a Joss settlement under
iis Agreement shall be applied as if recovered or received prior.to the aforesaid settlement and
J necessary adjustments shall be made by the parties hereto. Provided always that nothing in this

Jause shall be construed t6 mean that losses under this Agreement are not recoverable until the

. ¢ eassured's ultimate net Joss has been ascertained.
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" 5 further zgreed that the Reassured did maintain each and every Joss reinsurance in force for |

. years covered by this Agreement and it is warranted t.ha:rom such reinsurances| {|

- ! T

{

I} inure to 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 of ConiractS and shall follow all settlements by the Rcassured'

olutely as 6;iginal.
's Reinsurer shall recognize all measures taken by the Réiﬁssured and agree to all and every kind
‘ttlement either by adjustment or by amicable al"rangements' or by legal judgement and hcreSy

d themselves to pay their proportion of all claims and/or deposns and/or payments on accoum of

i such claims as well as legal and other expenses and chargcs mcurred in connection therewith,

_womg salaries and office expenses of the Remssured.

ARTICLE 6
e Premium for this Agreement shall be U. S. $15,000,000,.
ARTICLE 7

B2R eassured shall furnish the Reinsurer with annual summaries as soon as possible but in any

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

£ summaries shall give details of:

Remsurance premivms, net of commission, and- .

Paid and outstanding losses (split by underwriting year).

ie summaries shall be rendered separately for each rcportihg currency, Pounds Sterling, Canadien

sllars and Unitcd States Dollars.
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ARTICLE 3
1) loss setijements made by the Rcassure‘d,- inclt’:ding-cx gra{ia and compromised >Sculernem-s,
rovided same are within the terms of this Agreemeﬁt_,‘ shallfbé un_'condition_all.y binding -dpon the
cinsurer and amounts falling to the share of the Reinsurer shall be payable by them upon |

:ason_abic evidence of the amount paid being given by the R"eassurcd_.

._t is hereby underst_ood .and agfeed that any inadvertem_ delays, oniissions- or errors .made . in
‘onnection with this Agreerﬁem shall not be held:to relieve either of the parties hereto from émy»
iability which \yéu]d have attached to them hereunder if such delay, 'omission’i or error had not
..curred, provided that rectification is made upon discovery. It is further agreed-that in all things

. :oming .v.'it-hin the scope of tﬁe_ reinsﬁrance the R'einsurer. shall share to the extent of their interest

he fortunes of the Reinsured.

ARTICLE 10
So further particulars shall be required by the Reinsurer but the books of the Reinsured, so far as

.:they concern the reinsurances falling within the scope of this reinsurance, shall’ be open to the

.gpccti'on of an authorised representative of the Reinsurer at any tc_asé_nable time during the -

sontinuance of this Ajgr.e‘em'em on.’ of any liability hereunder. ' -
ARTICLE 11

Itis hgreby undersiood and agreed that any amendments; and/or alterations tb this Agréement‘thaf.

are agreed, in wr_iting, shall be autom'aticallj.bjnding hereon and ;h'all be considered to form an

-imegral part hereof, subject nevertheless to the issue of a Contract Addendum, ii speciiical!i"

requested by the Reinsurer.

ARTICLE 12

. All mauters in difference between the Reinsured and the. Reinsurer in relation to this Agrec‘mcm,ﬂ
.o . H00005
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=lucing _hslliormation and validity, and whether arising dt'nihg- or alter the perio¢ of this

. jreement, shall be referred to an arbitration tribunal in the manner hereinafter set-out.’

aless the panics--agrec upon a single arbitrator within 30 days éj'o_rne- receiving @ written rcqﬁestr
o-.m the o';her for arbitr;tiop, the claimant (the -pa.rty requesting arbitration) shall zppoint his
.bitfatpr .and givc-,wri.ucn no1ic_e therecﬁ 10 the re,spohde_m. Within 30 days 91 receiving such .
stice t_he re_spondem shall appoint his arbitrator and give written notice thereof 1o the claimant,
niling which fhe claima‘ni may apply to the appointor hereiﬁaher'name’d to riominate an arbitrator

_ "ehalf of the respondent..

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

eriod to appoint an umpire, then either 6f them or either of the parties may apply to the appointor

or the appointment of an umpire.

Inless the par-ties otherwise-agreé, the arbit'rati-o'n tribunal shall con_sis't of ;e_rsons employed in, or
etired from, a senijor jios_hion in insurance or reinsurance dnde’rwriﬁng. '
‘he arbitration tribunal shall have power to-fix all _procédural' rules for the holding of tbé
%htatioﬁ including discretionary power to make orders as to any matters which it may consider
woper in the circumstances of the case.w'ith r;gard to pleadings, discovg}y, inspection 5_{
locuments, 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

tdmissible or not as it shall in its discretion think {it.

The appointor shall be. the President of AFIA.

L HO00006
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All costs of the arbltration shall be in the 'dlscret!bh of the arbitration iribunal who may direct to
~ and by whom and In what manner they shall be ﬁlld‘. |

(A) The seat of the arbitration shall be In London and the ubltratlon trlbunal ahall apply the'
' Jaws of England as the proper law of this Asreement. ‘

(B) The nrbltrauon shall be. conductod under, and the arbitration trlbunal shall be governed by, |
the provisions of the Arbhratlon Acts 1950 and 1975,

. The award of the arbitration tribunal shall be in writing and binding upon the parties who be-reby
;ff_govenam to cairy out the same. If a party falls to carry out the award the other may apply for its
‘ enforcement- to the High Court of Justice In England or to a court of competent ]urlsdlctlon Ineny

territory In which'the party in default is domiciled or hLias assets or-ca-.;ries- on business.-

ARTICLE 13 . _
(A)  This Ag'reement'is an honorable undertaking between the cémracting parties and in case of a
difference occu,rrh;g between the jetter of the Agie_ement‘ -wording. 2nd the Intent of the
contracting parties, the intent or sense .oi the Agreement in a"c'cord.ahce with normal

practice governing such transactions shall take precedence 'ov'e( ‘the _strict'imerk;etgtlon of

@

" the Agreement wording.

}E) The Reinsurer shall regard this Agreement and the transactions hereunder as strictly’
confidential, and shall not at any time 'durlng its currency or thereafter make any use either
~ directly or indirectiy of the Information afforded of the bu§lnes§ end connectlons of the

Reassured which shall or may in any way operate to the prejudice or detriment of the latter:

-6~
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. ik WITKESS WHEREOF, the parties hereto have caused their duly authorizi

representative.to sign this Agreement in separate counterparts.

Con /) Rewilons 1552

M”

'REINSURED:

The Home Insurance Company’

REASSURER:

BAFCO Reinsurance Company, Ltd. of Bermuda

By . ;Zg%éizzig;%géi:(f”——, _ .
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| ' 20028A2
EXCESS OF LOSS REINSURANCE AGREEMEN

/  between L

. Home Insurance Company and/ or e DEC 22 m

| St'. Paul Fire and Marine Insurance Company, m ka
as their interests may be in underwriting as the
Trca'iy 'Reins{xranc-t Dc_:paﬁmcnt, London Branch
. © Gereinafter called the "Reassured”)
e " BAFCO Relnsurance Company, Ld. of Bermuda
(rereinafter called the Reinsurer)

WHEREAS 1T 1S agreed that this Agreement is to indemnify the Reassured ‘.uith. respect to all
" Josses under its 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.

P : |  ARTICLE] |
‘This Agreement is only topay 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 Reinsuref r:!?all be liable for any amount in.
excess thereof -up to an aggregate limit of liabilit.y; which shall not be initially géga-ter than
J. S. $100,009,000 but which will be subject to adqutm.en_t as specified in Article 6(C),

ARTICLE 2

n order to ascertain the applfcation of Article k-

(a) Aﬁy applicable transaction in currencies qthék than Pounds Sterling, Canadian
Dollat'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

-1- ' . HO00009



-which such ‘xran;ac{x'ons are convérted by the Reassured i their record books. .
(B_) Transactions booked in Pounds S\erling and Carnadizn Dollars will be converted to
U. S. Dollars at the same rates of exchange as those at which such transzactions are

_converted by the Reassbred in their record books,

ARTICLE 3
2is Agreement shall 1ake effect from and including June 30th, 1982 and shall continue_i_n force for
ie entire run-off period of all undcrwriting years covered herleundcr,'i.c. all undé_rw;hihg years up

:Qnd including 1982.

ARTICLE &

hould at any time either parfy:
V) Lose the whole of its paid-up capital, or

)] Comhit any breach of the conditions of this Agreement, or

should 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 Znot.ice in- .

writing by registered letter to the last known address.

In the event of this Agreement being tcr.minate_d in accordance with the term's_ of this Article, the '
run-of{ of liabilities, if any, and the prcr‘niufn to be returned to. the Reassured, if any, shall be’

mutuvally agreed to by'thé Reassured and Reinsurer at the time of cancellation.

"ARTICLE 5
The term 'net Joss' 'shall mean the sum actually paid by the 'Reés;urcd in settlément of Josses or
lizbility ‘after making deductions for all recoveries, all"salva.ges, and all claims upon other
2.0 >~\~_;_____\\‘;
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/ L
cinsurance and shall include all adjustment expenses arising from the settlement of claims other

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

onm—

einsurance not collectible, the amount of which must l?e,_b°fh¢‘by_}h?_-_l{egs_sqrg_dh_ﬁ-i_]] be

. -

onsidered part of the ultimate net loss.

o oo —

Al saivagcs,'récoi'érics or paymcﬁts recovered or _rccei}(éd subsequent to a Joss settlement under
_h_is Agrcemcnt shall be applied a.';_ if recovered ;qr received prior to ﬂic aforesaid settlement and
Ql necessary adjustments shall be made by the parties hereto, Provided always that nothing in this’
iause sha.ll be construed to mea_h that Josses under this Agreement aré not recoverable unti] the

‘Reassured's ultimate net loss has been ascertained.

1t 'is further agreed that the Reassured did maintain each and every Joss reinsurance in force for

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

shall inure to the benefit of the Reinsurer hereon.

ARTICLE 6
iA) ~ The Premium for this Agreement shall be U. S. S_M,B_I_0,000, payable in instaliments at the
_d_iscr(:tion of the Reassured but, nevertheless, payable in full on or before 30 June, } 983'-. It
is .é-g‘reea by the panies_tha_t- eaqh- in;tallhent shal] be increased by the amount of jnterest
that would hg\.re been earned betw.ecn the date of inception and the dat.e of payment of each

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

' (B) It is further agreed that all premiums booked oh.and after.} July, 1982 by the Reassured for

the underwriting years protected hereunder shall become due and payable, net of all

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

(C) - Itis anticipated that known losses incurred under this Agreement (paid plus outstanding case
reserves, but 'excluding estimated IBNR, all underwriting years for Proportional and Excess

-3 H00011
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YEAR ENDED 1983 - 1984 1985 19_86 198

{

of Loss business combined) will {oljow the pa'.\cfn shown below for the next five fisca] year-

ends, 1983 through 1987:

INCURRED TO DATE®

YEAR ENDED (EXCLUDING ESTIM ATED IBNR)
June 30, 1982 i | 5273 132, 000 (Shown 1or companson)
1983 -- 296,429,000 '
1985 313,387,000
1985 325,114,000
- 1986 332,168,000
1987 336,440,000

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

-

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

next five fiscal year-ends. Should this occur, additional prcmiumsi\»"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 Josses
incuired pattern as follows:

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

$1,000 lncrease in Year-

-—z .
June 30, 1983 $1,000
1984 1,057 $1,000
1985 1,097 1,037 $1,000
1986 1,121 1,060 1,022 $1,000
1987 1,135 1,074 1,035 - 1,013 $1,000

Deviations below the original expected incurred-to-date will be'ignore_d. S

| H00012
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- 1f known losses incurred through June Bb, 1983 exceed $296,429,000, then.Ior each $1,9000f -

this exctess, the maximum amount payable under this Agrce'mcnt by thc_Reinsurer will be

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

the prcceéd}ng table will be used to adjust subsequent expected patterns for fiscal year-er-xds.

1984 through. 1987, Similar adjustmcnf premijums will be payable, with corresponding

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

* F DEVIATION
" DCCURS AT THE
FISCAL YEAR ENDING

and treaty limits.

THE FOLLOWING ADJUSTMENTS ARE APPLICABLE
Increase in Treaty Limits

June 30, 1983
1984
1985
1986 -
1987

1,268
1,199

1,156

1,131

1,117

ARTICLE 7

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

FOR EACH $}, 000 INCREASE OVER THE EXPECTED DEVELOPMENT
PATTERN (ORIGINAL OR AMENDED AS APPROPRIATE)

Adjustment Prcfnium_ Pavable

750

780
810
8‘#6
&850

The Reassured shall furnish the Rcmsurer with quanerly summanes 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 premijums, net of commission, and

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

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

-Dollars .a.nd'-United States Dollars.

‘H0001 3



ARTICLE &
Joss setilements made by the Reassured, including ex g_ratia ‘2nd comproimised seitlements,
vided samie arc,'wi'.h-in-' the terms of th_is Agre'cment, shall b_c_t;hconditione.]iy binding upon the
_nsurer and amounts Ialling 1o the share of the Reinsurer. Qhall be payeble by them upoﬁ :

sonzable evidence of the amount paid X_>cing given by the Reassured.

ARTICLE 9
is hereby un_der_smod. and agreed that any inadvertent delays, omissions or error-s made fn -
] Jection with this Agreement shal] not be held 10 relieve either of the perties hereto from a.ny-"
bility which would have attachcd to tl&erﬁ hereunder if such delay, omission or error had not
curred, prov.idcd that rcctiﬁéaiio’n s made upon discovery. It is.mri'h;:r_ a_g,reed that in all things

ming within the scope of the reinsurance the Reinsurer shall share to the extent of their interest

¢ fortunes of the Reinsured.

° funher'par_ticulars shall be required by the Reinsurer but the books'o-f the Reinsured, so far as
ey concern the reinsurances falling within the scope of this reinsurance, shall be open 1o the
t.gion of an authorised represéntative of the Reinsurer.at any'teasonaﬁle tiﬁe ,dur_ing the

mtinuance of this :ﬁagrcemcpt or of any liability hereunder. ' . . ' .

 ARTICLE 11
: is hereby understood and agreed that any amendments andfor alterations to this Agreement that
re agreed, in writing, shall be automatically binding hereon and shall be considered to form an

ategral part hereof, subject nevertheless to the issue of a Contract Addendum,'i'f specifically

~ equested by the Reinsurer.’

ARTICLE 12

31} matters in dijference between the Reinsured and the Reinsurer in relation to this Agreement, l(



ncluding: its formation and Qalidity, and whether arising during or after the period of this /

- pgreement, shall be referred to an arbitration tribuna) in the manner hereinafter set out.

J:hlesé the parties agree upon a single arbitrator wi;hih 3.0 days of one receiving ‘a Qritten request
from the other for arbitration, the claimant (the party re'ﬁuesting. arbitration) shali appoint his
arbitrator and gi_vc' written notié§ thgrcof to ihc -'rcsponden_t. Within. 30 da-ys of receiving such
Jotice the rcspondém'sh'all appoint his arbitrator and give written notice the}eéi to the claimam; '
lalhng whijch the claimant may apply to the appomtor heremaher named to normnate an arbitrator

.beha]l of the respondent.

Should the arbitrators fail 1o agrce » then they shall wixhin 30 days of such disagreement appoint an. -
umpire to whoin the matter in difference shall be referred: Should the arbnrators fail within such.
period to appomt an umpire, then either of them or either of the parncs may apply to the appomtor

for the appointment of an umpire.

Unlcss the parties otherwise agree, the arbnranon tnbunal shall consist of persons employcd in, or

retired from, a senijor position in msurance or reinsurance underwriting.

e

The arbitration tribunal shall };ave power to fix all procedural rules _ior the holding of tbe._'

arbitration including discretionary power to make orders as to any matters which it.may consider

proper in the circumstiances of the .case with regard to- pleadings,- Bis;fovery, inspection of

documnents, examination of witnesses and any other matter whatsc;evcr relating to the coham;ct. of
. ;

the arbitration and may receive and act upon such evidence whgt_het oral or wgiiten strictly

- "admissible or not as it shall in its discretion think fit.

he appointor shall be the President of AFIA.

All costs of the arbitration shall be in the discretion of the arbitration tribunal who may 'direct to
| | . - - HO0015



: | | {

. d by whom.and in what r‘né_nner they shall be paid.

) The seat of the arbitration shall be in London and the arbitration tribunal shall apply the
Jaws of England as the proper Jaw 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 :

r‘enant to carry out the same. If a party fails to carry out the award. the other may apply for jts
~forcement to the High Court of Justice in England or to a court of competent jurisdiction in any

erritory 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 lcftcr 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 1ake precedence over th-c strict interpretation of

. the Agreement wording.

B)  The Reinsurer shall regard this Agreement and the transactions hereunder as strictly
confidential, and shall not at any time du'ring its currency or thereaiter make any use either.
directly -or indirectly of the information ajforded of the business and connections of the

Rezssured which shall or may in any way operate to the prejudice or detrimeént of the latter, .

.. - ' H00016
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on @3 b-".@’«sﬁﬁ—j 1982

Reinsurer

BAFCO Reinsurance Company, Ltd. of Bermuda -

And On &CQM@ / Z 1982

Reassured .

Home. Insurance Company and/or St. Pagi'Firé & Marine Insurance Ccél

HO00017
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THE'HbME'INSURANCE COMPANY

ST. PAUL FIRE AND MARINE INSURANCE
COMPANY

and -

BAFCO REINSURANCE COMPANY, LTD.

FIRST SUPPLEMENTAL EXCESS OF LOSS
REINSURANCE AGREEMENT

- ' HO00018
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- FIRST SUPPLEMENTAL. EXCESS OF'LOSS REINSURANCE AGREEMENT

\

BETHEEN:

WHEREAS:

THE HOME INSURANCE COMPANY and ST. PAUL FIRE AND’
MARINE INSURANCE COMPANY, as their interests may be
in underwriting as the AFIA Treaty Réinsurance

Department, London Branch (the "Reassured”)  and BAFCO

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

(1)'- This Agreement is suvpplemental to two "Excess of Loss

Reinsurance Agreements between the same parties dated 23rd

‘December 1982, namely:-

{a)

(b).

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

‘the reassurance of 100 per cent of losses under five
' specified Original Contracts (referred to therein as

'_A.G'.C. Palmdale, Folksam, Avner. (1), Avner (2) and .

R.A.C.V.) _fof underwriting years up to ' and including

1981; and

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

reinsurance up to aninitial limit of US$100 million

_ excess .of US$-95 ‘million of -~losses under :the

<.

Reassured's .treaties ‘and contracts.of.reinsurance. for

underwriting years-up-to and “including 1982,

H00019



(2) in 'c__o'n,siderat;lon of the prémium"f,or whichlprovision-is made
herein the. Rein_surer has agreed to increase tﬁe aggregate
limit of reinsqfance under BAFCO 1 and BAFCO 2, .to extend
the ﬁnderwriting,Years or -péfiod-s' covered by BAFCO 1 and
- BAFCO 2 and to other amendments in the terms and provisions

~of BAF_CO 1 an:i_ BAFCO 2 as set forth below, and such
' iﬁ_crease, extension and .amendments shall be _dee_rri_ed to -have

‘had effect from their respective datés 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 1st 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

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

. I collectible as described-iin “the- second- paragraph ‘of
Article .5 .of *BAFCO. 2, as-'(.substi-;u-,ted by- iu:ticle' 2

hereof, the whole of such net losses, and

H00020
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{b) él_i other net losses in excess of US$95 million “Zj

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

and including 1983, but excludingf'

(i) losses occurring (under the undetiyihg insurance o

contracts reinsured) after 30th June 1983 (whether or

not reported) on reinsurance contracts in force and

- terminating after 30th June 1983, and

(ii) 'losses incurred on .any reinsurance contracts effected ( ,

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

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

Reinsurer under BAF_CG 1 and BAFCO 2.

‘ARTICLE 2

The following is substituted for Article 4 -of BAFCO 1 and

Article 5 of BAFCO 2:-

behalf pursuant. to the. Quota Share Reinsurance ,-.'_I‘r'eaty"._'}iq;'ehemept.w_

dated ~31st - Janqarj 1984 - {the. ."London Reinsurance _~Agreement'.') -
, .

between CIGNA Corporation, ~CIGNA International: Corpora'tion,

HO0021



jlnsprancé Company of ‘North  America, Agtna_ Insufénce -Company,
AFIA, AFIA Finance Cdtporatibn, Haftford Fire Insurance Company,
The Homé Insurance Compény, Fireman's Fund.Iqsqrance Company, St.
Paul Fire-and-Mérine Insurahce-Company and_Thé Amgrican Insutahce
Company) = in settlement of _loségs or liability after makiné
=déductioﬁs for all recoveries, all salvages, anq.all claims uﬁon'
other reinsurancé (éxcluding-from such deductions any claims upon
Insurance Company of North America or CIGNA Corporation or anv
.subsidiary_cohpany qf CIGNA Cofpo;ation under or by virtue of two

- Purchase Agreements dated 30th December 1983 Betwegh respectively -

CIGNA Corporation, CIGNA inte;natioﬁal Corporation, insutanqé
:Cdmpany of Nofth America, AFiA, AFIK Finance Corporatioh;
Ha;tfo;d Fire'Insuranée Company, The Home Insurance Company and
Aetna  Insurance ' Company, and -CIGRA Corporation, CIGNA
International Corporaﬁioh, Insurance Company of North América,_
AFIA, AfIA Finance.Cbrporation, Fireman's Fund‘lnsurance Coméany,
st. .Paul Fire andf Marine 'IﬁSurance Company and The BAmerican
ihéutahce Company) and shall include all édjustment expenseé
‘. aerihg'from the settlemgﬁt of .claims other than the §alaries of

@%? émployees.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 was .effected by..or’‘on:behalf “of AFIA, .or.has.jan. effective

date; priot\“toaﬁistv“ﬂgly 1983, -whether 'or“*not”ﬂcOllectible;

H00022



recoverable, disphuted, ) undisphted, commutated,_ cancelled,

terminated or. nonreneved, to the extent the premium or other

_consideration therefor was paid or incurred by AFIA prior to 1st

- July - 1983, i.ncluding,' :but not limited 'to, any su;h reinsurance

included in c_eded re_insur’apcé as of 30th June 1-983,- in Schedule P-- \
of the statutory an'nuél statement éf AFIA for the yéar’ _e_nd.ed .30th
June 1983). any. amounts due f'x_:.oni_,brdkers and _-ag-énts, and any
accounting errors. and adﬁustments_, the amount c_of which must be

borne by .th'e_Reassured, will be considered part of the ultimate

net 1loss. The determination _ahd caf:egoriz'atidn .of reinsurance.
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 losses over which

BAFCO 2 is excess.

All salvéges, _récoveries or paynents fecovered'or received
subseguent to a loss settlément under this Agreement shallr be
applied as if recovered or receive_d prior to the aforesaid .
settlement and all necessary adjustments .shall be made bsr the
partieé hereto. Provided always that nothing in t;his- Clause
shall be construed to mean thét.i 1osse.s.' ﬁndef .this- A'gr'eemen_t"-at,e o

not '.reCDvérabie...unti‘lx.'-the Reassured's ‘ultimate net loss has been

‘ascertained.- -“The -calculation of "net loss®<as-.defined .inmthis-

substituted Article 4 ‘of “BAFCO "1 :and Article 57 of “BAFCO ‘32,

-6 - ' | H00023




including the calculation of any'cohpohénts thereof or deductions

therefrom, shall be based on ‘the upderwriting Years and periods

of BAFCO 1 and BAFCO 2 as amended by.Articlg 1 of this Agreement

. (and subject to the exclusion therein). .

ARTICLE 3

The following is substituted fbr.Article'G-aneachlof'BAFCQ

"1 and BAFCO 2:-

(A) The Initial Premium for BAFCO Y} is US$15 m}llion {receipt
of which the Reinsurer acknowledges), subject to adjustment

"as provided in this Article.

(BY The Initial Premium for BAFCO 2 is US$14,310,000 (receipt
of which'thé Reinsurer acknowledges), subject to édjustment

as-provided'in this Article.

(C) On ZSth. June 1984, the Reinsurer received- a paymenﬁ .of
ﬁs$68,853,800_ which represented the difference between
additional premiums (inclu@ihg run-off premium§) 'pluﬁ .
fntetest due to the Reinsurer and-payments-previously made
to the Reinsurer. The Reinsurer hereby acknowledges that -
‘the . said paymeﬁt -and  interest ﬁsatisfy.*andé}éiSChaxqe_i
premiums _due .and .payable by the Reinsured . as at‘ﬂ?tp;gqée

- 1984,

HO0024



(D) it is further agreed tha—_ﬁ, subject to paragraph (E) of this"
Article, ail premiums booked bf- the Rea.ssured on -busi'ness'
covered under BAFCO 2 -dn and aftef-i.ts éffecti'vé date for
"the un'detwri_t:ing years proteéted thereunder ~ shall become
due and payable, net of -611 commissioﬁs and brokerage, to
_t:h'e Reiﬁsure: wﬁen received by the Reassured, Tbe 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 ﬂot inclqde' a-ny reinsurance
premiums .collected by the Reassured or ény Indemnitee (as
defineéd in the London Reinsurance Agreement) which were

earned subseqdén‘t’ to 30th June 1983,

_ (?f Should both the l-ieaésur-e'd and Reinsurer agreé that in view

| of the loss development hereunder the reinsdram_:e premiums

" .~ 'paid to the Reinsur.er by the Reassured are .inade,q'uate; then
b | a mutually agreeable calculation will bé used to dete‘rm.i..ne
additional reinsu;ance premiums payable to the Reinsurer.

~In .the. event: that the.Reas.sured' and Reinsurer are unable to

come- .to -an agreement as provided for in this Article’ 3(F)
“of -this "‘Ag.reemerit, “then -"the” matter ‘shall “be:-referred to"’

- -.arbitration in accordance.with J\i:.t'icle-.l.'of'this'l_\gre'ement.
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ARTICLE 4

The following is substituted for Article 7 of each of BAFCO )

1 and BAFCO 2:

_Phe Reinsured shall furnish the Reinsurer with quaftg.rly-
accounts as soon as possible but in.any event not later_' '
than 90 days after the close of the quarter. The accounts’

shall give details of:-
. (1) - Reinsurénce premiums booked, net of._ commission;

(2) Paid net losses, including amounts attributable  to

~ non-recoverable Reinéui:ance_ {as defined in the London
Reinsurance Agreement);

3) Advice of the amounts of case net outstanding losses.
The accounts shall be rendered sepatatély' for each
reporting- currency: Sterling, Canadian Dollars and U.S.

Dollars.

ARTICLE 5

Notwithsta_—nding‘_th'e quarterly accounts provided- for by

_Article 4 of. this -Agreement, ‘the Reinsurer shall, :upon’ receipt of

a provisional ..statement... of losses:. (including .gross. losses

"antic_i:pa'tea"to"'be""pa’i'd')- ffom the Reassured, immediately provide

.an advance paynient to. the.Reassured of the amount r_equestlgd in

_g - o . H00026



"~ the provisional statement of losses. An? such pavments-hy the ..
Reinsurer shall be _netted against payménts‘dué_ to the Reassured

_in the accounts tequireﬁ 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,

on & " % 1985

Reassured

Home Insurance Company

M
= = :

'. St. Paul.Fire & Marine Insurance Company
Lo by oup () e/ fogle.
, A
\\~_;S:§::_~/ : “
And ‘on 1 eRx . : 1985
" Reinsurer #*

BAFCO R r'a' ce Company., Ltd.

By

-~ 10 - I : HO0027



Exhibit 9

AFIA (REINSURANCE OPERATIONS LONDON)
BACKGROUND TO BANK BALANCES PER CASHBOOKS (G.L)

jﬂg- notes below are applicable to the attached file (EankRg_c@DiOSggg‘).

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 xhemorandum 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 respechve
accountmg reoords

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

a) Cash collected under the BAFCO reinsurance agreement, as amended, (CIRC's
reinsurance of the AFIA liabilities) was posted as & 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 bﬂlmgs (this could be determined although it wounld 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 1980’8 AFIA UK almost ran out of cash snd had no
billings to draw on. CIRC, on a number of occasions, advanced AFIA
(Home & St Paul branches) USS$1m- 3m against futute BAFCO billings,

4i.  ACE (and CIGNA) has in addition provided/ contributed s1gmﬁcant 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”
USS$ 20.2m to the Home branch as shown in the GL. In effect the amounts
have been treated as “Capital” within the accounts of the Home branch i.c. it
has enabled the branch to continve to meet its UK solvency margin
requirements.

b)  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 nderlying policy. However, on limited



d)
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occasions, where payments are due to a broker/cedant from both enfities, a
consolidated cheque has been raised and coded to either the Home or the St. Paul,
depending on the entity settling the Jarger balance; & 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 vesult broker receipts
by wire transfer (direct to bank accounts) have from 1984 onwards on occasion been
received into the AFIA bank account and omly later has the correct entity been

identified. The correcting entries 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 recelpts (i.e. combined Home and St. Paul receipts) by wire -
transfer have been treated in the same way as consofidated assumed receipts, i.e.
often recorded to one entity and appropriate settlement 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 bxllmgs 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).



RC (BAFCO) O

1 NDING BALANCES
MAY 2003 @

Sef Uss Can§ Comy 512

1.0000 Line 23344 AR
PER CIRC
Balance Outstanding as agreed @ 1202 852479 42,129,709 0 27,6431
A4 : CIRC Statements: '
2nd Half Yesr 2002 - booked 4/03) 14,954 7,195,359 0 4,760,408

1037433 5,395,068 5 240131

Cash Received
«Jm 03 (300,000} (1,000,000) (935,890)
-Feb 03 {1,909,000) (635,850)
-May 03 €1,000,000) {635,850)
Toud ROSOH 737,433 46,325,068 ] 30,185,062
Cxch cHfwd @ 12/02 (500,000} (29,500,000) 0 (19,258,743)
Totual ROSIY (500,500) (25,500,000) [} {19,2586,743)
Tots! CIRC balance sustanding @ 52003 237,433 16,325,068 ° ' . 109%3D V
2ER GENERAL LEDGER @ 52003
GL @ 572003 - 11500003 237476 16,825,469 0 10936,617
Small Diff “3) o1y ) o

137.433 16825068 [} ST

g
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Exhibit 10

womwtoamsumms Cougurtind Nowts, 26+ 20 Fancwirch &
IWMM.OI-Q-‘IMI 0'-“1‘7" Mu‘l"::m

‘— IR‘ mm E“‘ —!
Pepartment of Trade 4 Industry
Inmwance Division 1E .
20 Great Smith Street b .
L . Iondon SWIP iDB :’*J 2ith Qctsber 1988

Dear Mz Wilson, . Y

= s e e
ST, FAL & TRSURANCE COMPANE

THEATY TESARTENY REIRCUNNCE ARFANGEIENTS

Atammmmmwmmmummﬂ

reinsurance arrangerent covering the Trepty Departments of the Londen
brarches of The Howe Tndurance Coxpany and St. Paul Flre and Marine
nmmcMmmmofﬁunmmmmmrs;

Tha Jeinsurance artangepents in question include those arranged with BANOD
Campany, 4 company inctrporatsd in Bermsds, 0 the

3 e by the then wetds 3 fe_acqulsition of AFIA

B m,mmutmtﬂxbemaimuy-mdmﬂm CIGH,

mnmimdwmrymummmmm
ﬁ:euistowof&xeﬁrmrmtsisutanm-

In June 1981 with effect from 12th May 1581 miM:tly
Jhave gffect fran 1st Jarvary 1981 an Boees of Logs

wag entered Into whereby six :.fict:rmtusmittmhythem
Imuramemnywere IOOCretrmdadtnwm

muammmmmofunmﬂmmw

min W

7

e '2/-
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teders of AFTA.
s

“behind the liabilities of the Home and St. Paul Treaty Departments whethey

16-SEP-2883 12:21 FROM ACE ING SERVICES 0 9@287@a65555 i P.B3/84

memsmacti E&ptmsmumtmmmdinmm
movided that in so far as BAYCD's }Mabilities vere not covered by its
ammﬁatsdﬁnﬂnitmldbe m‘ﬁmﬁ%ﬂ‘

mwmusidmotmﬂnﬂmmmumwcmm

steps aimplify
eemmmmmmuwﬂumamaﬂMmbfuwﬁm
mlmmmofmkhmmmswwsw

e Prosant Arrmgmuu are currently:

Te First and Secord Excess of Ioss Reinsurance Agreements have been
medified by the First Supplemental Excess of Loss Reinsurance
¢ Stop Loss Apeement sust be read in conjmction with Step tosg

Aslendm 1 and, smmsmmww
.aﬂms&am;qzemtadst Y-

ﬁnswptmsw asmﬂdby&t@!mﬂdﬁ#uludstcpm
ddenchan 2, is now betasen EAROD and Insurancs Capany of North Amarica,
o of CIRA’s U8 Insurance subsidjaxies, As amended, the Stop loss
thmmmmumuqmuaﬂmmm

Fress of masae:lmmncez\greemmts (as amended} in eXcesg of an
amrecats of 18550,000.

rm {including Boa andsc. ing opera .
=78 agreetent resilty in IR being legally daliqedtasurﬂdixectly
fcnnauyx\eimdwithmcrmt.

the Quota Share Agrecment the mmmmuﬁm
Ta ad e CIGHA entitied for: ) T

{a) a 90t Quota Share of US§265 million exess of U8$335 ndllion of
losses of the Londoen Treaty Department: and

) 508 of noperecoverable Tonden Treaty Desxtment reinswrance in
excess of USH45.9 millim. *

Lmﬂm@lmﬁmtﬂat&nhmmmmwwm
wxier the Firat Ficess of Yoss Reinsirance Agreamnt, the Socond Bxcess of
m&mwmm%mmam
l;ghs%uall’;tgpmtim for the United Kingdom Tresty Departwent of Hare

.-.3/'
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-~ 3 -

1hopeﬂutywmhavetm infarmaticn which you require. If you would |
appreciate a mesking to clarify firther the contents of this letter, 1
shauld be very happy to cblige.

1 enclose the following copy documents:

{a) First Excesd of loss Reinsuance Agreevent, signed on 1st and
251d Decenber 1982 and taking effact au 12th May 1981,

(b} Sacond Excess of 1048 Ralnsorance Mgreanent, signed on Ist ard
23rd Decendwr 1987 and taking effect on 12th May 1942.

{e} First Supylemental Excess of Loas RBainsurance Agreement, signed
en 1st February 1985 ard taking effact ot let Jantary 1981 in
respect of tha Fivet Euoesx of Lige Reinsurance Mpresmwent and
12th May 1982 in respect of the Seccnd Excess of Loss '
Reineurance Agresnent.

Stop Loss Reinsurance Mreement, tignad od various dates Sn 1982
and 1983 and taking effeck on 30th dane 1382

(e} Addandim matber 1 to the Stop Loes Mgreenent, signed on Jst
Jarmary 1987 and taking effect on 30th Jue 1983.‘

)

(f) BEendom nevber 2 to the Stép Loog Agreement, in draft, ard
taking effect on 30th June 1983,

g} Insurance and Relnsurspce Assumptien Mreement, signed on st
Jarmary 1984 ard taking effack on that date, together with 2
glassary of terms vsed but et defined in the Agreaent.

{h) (uota Share Reinsurancs Tyeaty Agresment, signed on J1st Janaary
1384 and taking effect on 30th Jone 1983, together with a
qlossazyoftmwwedh;tmtddmmthehqrmt.

TOTAL P.B4
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Exhibit 11

‘

| B ErNsT & YOUNG LLP
_LONDON

Gareth Hughes L . . :
Emst&Young LLP o 1 01 SEP 2003
Becket House - :

| Lambeth Palace Road | Pamer (OWMIMEMY o
London SE1 7EU © . |maveger| 1 29" August 2003

* Dear Sir,
Re: The Home Insuiance Cd’mpaxiy (in p'rovis'_i_onal'liqmdation)"
Thank you for your letter of 3 July 2003.

We are investigating the posmon of Unionamerlca Insurancc Company Lmuted' :
(Unionamerica) with regard to its reinsurances undérwritten by AFIA (including those
“relnsurances where The Home Insurance Company UK Branch was used to front for AFIA),
which also mcludes collatmg thc mfomlatxon requestcd in your letter.

Jife BRSEPZEES a7i2S FROML L . TO semta1Seesw PRt

Wb are not yet ina posmon to say whcthcr or niot Unionamerica will be pursuing clauns under
its reinsurances with AFIA as a creditor of The Home. I would however be wﬂlmg to
participate as a member of the proposed informal creditors committee on the undcrstandmg
that my participation will not in any way bind Unionamerica in relation to whether or not it is
a oreditor of The Home. I would also be willing to participate in the committee as a
_representative of St. Paul International Insurance Company Limited (formerly St. Katherine
Insurance Company Limited) on the same basis.

-1 look forward to hearlng from you
- Yonrs fmhﬁJlly

For and on behalf- of : -
" St. Paul Spemallst Services L1m1ted

. Tammy Le'wisz S

" Legal Officer

& l'.ml Spociafsy Servioes Liminud ~ Iummlr TR m—— Mgt meny Fimitad

. Regiernd b Fnphand 20403
Auchrticd Aot b o L
Uoyd's Symdicame NS _ . , ; S
S Paal Rebsueguer Coouany Lisized - e\mhnmmdmhml by llnﬁmmlscmhl\udxdvq ) ' HO 1011
Usieneastericn imncance Company Limized - Mdm&;kwmm ' : S

SF769 0613
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| Dear Ms No“}ak, '

“‘E ' i C P : ‘1( mul\.pc;nh\l Services Binsted
ul o . h S M2

- Londan Haglerwrinng € mlrv.
3 Minster Court
Muu.uu,l ane
Fandon ECAR )
020 7618 6100 Tul
020 To i8S 6294/5 Bax

" MsBNowak - o o - 1"August2003

Claims Manager

* ACE INA Setvices UK Ltd
: The London Underwriting Centre

-3 Minster Court

-+ Mineing Lane -
'~ " London EC3R 7DD

By Post and Facsimile 020 7173 2801

Re:  Unionamerica Insurance Company Ltmlted
‘Casualty XL Loss Reinsurance - '
US $50,000 xs US$25,000 and US$75,000 xs USS$75, 000
1974 1980 Years of Account

. We refer to our correspondence in rclatxon to the clalms notified under the above

policies by way of claims bordereaux. We ar¢ in the process of investigating
Unionarnerica's posiuon in relation to these claims. Accordingly please note that
Unionainerica withdraws the request for payment of the claims set out on the attached
schedule with immediate effect. For the avoidance of doubt, this withdrawal does not.
affect the notification, which Unionamerica has already given, of all claims on these
policies (including the claims in the attached schedule) under the second paragraph of
the notice of loss clause. Further, this withdrawal does not aﬁ‘ect the posmcm of
Contmental Insurancc ‘Company of New York.

Whlle our investigations are contmumg please note that we reserve all our rights in
relatlon to this matter.

Yoirs smoereb

“For dnd ou behalf of

. St Paul Specialist Services Limited

| TP.Open N : o s -

cc:-Mike Durkin, ACE INA Services Limited

W Vst Ynabeg Sivhn dan mn! hwakers u’k‘dluumm—ma Myt Coagptin Linsaal
Keaniernd il agland 247450

. Aol Wk ke
RIS R T 7]

N Vo Reomati i €0 et Lot Ansfotindd S1ad et by the Ferm il \aines Valimds - ' Cd HOl 01 2 .
Utmepemprred Iraivare Compuie st Vstharrad atef vegtlenod I che boamast sorvnas Jatbawdis ) - - -
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-3 Minster Coure
 Minding Lane -
fennlon ECIR 7Y}
V20 "A1Y 6100 fet
N YOI G2%475 Fan .

Ms B Nowak - _ : B 1* Auigust 2003
Claims Manager = ' - ' ' I
'ACE INA Services UK Ltd ,
" ‘The London Underwntmg Centre
3 Minster Court :
Mincing Lane
London EC3R 7DD e R P
By Post and Facsimile 020 7173 2801 -

"Déar Ms Nowak,

_ Umonamenca Insurance Compauy Lxmlted
'Excess of Loss Reinsurances

US$350,000 xs US$150,000, US$250 000 XS US$750 000
-;US$1,000 000 xs USSSOO 0001975-1978 Years of Accaunt

We refer to our correspondence in relation to the-claims notified under the above -

- policies through Resolutions. We are in the process of investigating Unioriamerica's’

_ position.in relation to these claims. Accordingly pléase note that Unionamerica
- withdraws the request for payment of its proportion of the claims as set out on-the -
‘attached schedule with immediate effect, For the avoidance of doubt this withdrawal

does not affect the notification, which has already-been given, of all claims on these -
policies (including the claims in the attached schedule) under the notification of
claims clause. Further, this thhdrawal does not affect the posmon of Continental
Insurance Company of New York.

'S While our mvestiganons are continuing please note that we reserve all our nghts in
C relation to tlus mafter. - :

Your_s sincerely-

" For and on behalf of .
- St Paul Specialist Services Lmtcd

TP. Open

cc: Mike Dutkin, ACE I‘NA Services Limited

M FaubSpoashed Seevues burpiod - Sl + 8o Vnungners, s Sanagesions Lompam §itoerd
Koproeeed e Pt 2527962
Vsetbivenanb Ayved foe
T rhedh Waaloe MG
M. Pt Ressnann s sangon Lawned  Anthonasd amf ogedicd he v | atigy il Saen \ullu-un X B B T e
Uiz, i o dsts 1 tonpen Timend  Yothgrod aod rnbated f sl | oumest Wrinas Mghangs ;. Hol 022 .
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Exhibit 13
From Denbm Howard D TL3 SS [Howard Denbm@ace—ma com] - “Sent:Fri 9/12/2003 4:03 PM
To: Cashin, John
Cc: Durkin, Mike MMQE; Bateman, Darren MMQE; Wamser, Thomas J TL35S; 'Phlhp Wllkmson@Lovells com';

‘Joe.Bannister@Lovells.com'
Subject: Home Liquidation

Afttachments:

John -

An issue has come up regarding ACE's contlnumg obligations to admlnlster Home s AFIA liabilities, whlch we
need you and your colieagues to look into ASAP. ‘ ‘

Jonathan Roesen, who you may know, is now General Counsel of Home. He and other Home representatlves
have been interposing themselves into ACE's conduct of various UK matters, including arbitrations involving
Rutty pool members Agnpplna and Wurttemberglsche in contraventton of the Liguidator's posmon that -
‘Relinsurarice Assumptlon Agreement remain in full force and effect notwnthstandmg Home's intervening == .
insolvency: :In particular, they have advised both Agrippina and Wurttembergische that they have no right to
-terminate the reinsurance contract (Gontract R).between themselves and Home:(as provided by Article IX(n)

* upon the insolvency of Home), while ACE has been encouraging them to do so as it would be for the . o
economic:benefit of afl concerned. (if the contract is terminated, the pool members will hot have to look to
Home as.its sole security on policies issued in their names -.in accordance with these pool members'
positions that Home reinsures their "fronted" ltablhttes but rather could look to the other solvent poot . -

~ members for both the solvent pool members' shares as well as the shares of insolvent pool members whlch
all pool | members agreed to proportionally share, as well as obtain the benefits of outward reinsurances. On -
poolshare pafticipations, they can deal directly. with. ACE and get a somewhat larger recovery instead of a-
small distribution from the Estate. Home benefits, since no clalms are filed agalnst it, and ACE beneﬁts by
not pay|ng |ts 100% reinsurance of Home s habvhtles ) :

b

At least two issues are raised:

1
3
]

b IE8 Paragraph (p) of the order of Ltquxdatton does permanently enjoin anyone domg business with the Home
from terminating its contract(s) on account ofthe Home's insolvency. Does this provision prevent Rutty pool
members Agrippinaand Wurttembergische from terminating its contracts with Home? .Or is the provision
directed toward requmng vendors to continue to render services, i.e., electricity? And does ACE have any
-options getting this provision lifted regarding the Agrippina and Wurttemberglsche actions,.as termination.
would be to the benefit of the Estate?- (Home seems te be looking.to get claiitis admitted to the Estate'so
they can collect the 100% reinsurance to distribute to a larger body of creditor. But this doesn't benefit the
Home Estate, tt creates a fiabiity in the ﬁrst instance, and inthe end is. neutral ) :

- 2 - Atwhat point - and what ‘activities - would the Ltquidator need to engage in that would be soin :
contravention of its position that ACE retains the obligation to administer the AFIA liabilities - as fo amount to

" a waiver, estoppel, repudiation, etc.? 1 will fax to you the correspondence regarding terminatton of the
contracts Additionally, Jonathan Rosen has met wrth each of the Rutty- pool member and vanous cedents to

R
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the Rutty pool, and has advanced positions different from those taken by ACE on behalf of Hore in various
arbitrations, i.e., he advised Agrippina that they would be allowed to audit various records maintained by
ACE, when ACE has advised Agrippina that so long as we remain in arbitration we will not permit free,

" additional discovery outside of the arbitral process. | believe we may need to send a letter to the Liquidator
advising them in-the strongest terms that should- ACE's defense of any actions on behalf of Home be
prejudiced by the Liquidator's actions on behalf of Home, ACE will not provide reinsurance reimbursement for
any additional fiability. Said activities are also in breach of the contractual provisions allowing ACE, as
reinsurer, upon the insolvency of Home, to interpose defenses on behalf of the Liquidator at its own expense.

" Please eall after you have reviewed this so we can discuss this in detail.

HDD'

coNFrDE;NTrALlTY

"l;his e-ﬁaii' apd any 'otiachments are conﬁd_éotial ond also may be privileged.
I youlare "n_'ot "the'-_n'.ame_d recipient, or ha-ve' o’the‘rr/vise_ received this -

. .c’oﬁmunic_:étio_p in :e_rr_or, please de,l_eté. it fror_h your inbox, hotify tho ._sen_djor__-
immedia{el-y;"a'nd do not disclose its contenté ‘to-ony other person -

use them for any purpose or store or copy them in any medium.

Thank you for your cooperatlon
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