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SETTLEMENT AGREEMENT

This Agreement (the “Agreement”) is made on this Q)“ day of A o \X 2006

BETWEEN:

WUSTENROT & WURTTEMBERGISCHE AG, formerly known as
Wiirttembergische Feuerversicherung AG of Gutenbergstrafle 30, 70176
Stuttgart (“Wiirttembergische”)

THE HOME INSURANCE COMPANY (in provisional liquidation in
England and Wales and in liquidation in the State of New Hampshire) of
286 Comumercial Street, Manchester, New Hampshire 03101-1138, USA

(“Home™)

together referred to as the “Partics”

RECITALS

WHEREAS:

(A)

(B)
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By shareholders’ resolution of 13" June 1991 Wiirttembergische
Feuerversicherung AG changed its name to Wiirttembergische AG
Versicherungs-Beteiligungsgesellschaft. The change in name was recorded in
the companies’ register on 28" June 1991. By shareholders’ resolutions of
27"Muly  1999/19%August 1999 Wirttembergische AG  Versicherungs-
Beteiligungsgesellschaft merged with Wiistenrot Beteiligungs-AG to form
Wiistenrot & Wiirttembergische AG. The merger was recorded in the

companies' register on 1*' September 1999.

Pursuant to the terms of the Agency Agreements Wiirttembergische was a
member of the Rutty Pool whereby the Rutty Agency accepted insurance and
reinsurance business in the name of pool members pursuant to the agency
agreements entered into between the pool members and the Rutty Agency and
in respect of which the Rutty Agency placed certain reinsurances on behalf of

the Rutty Pool.
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(D)

®)

(H)
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By an agreement signed on or about 15t April 1977, Wirttembergische as

reassured entered into a reinsurance contract (which is in Appendix 1) with

Home as reinsurer in respect of certain of Wirltembergische’s rights and

obligations under contracts of insurance and reinsurance which had been

accepled by the Rutty Agency pursuant to the Agency Agreements.

On 28" December 2001 Wiirttembergische commenced —arbitration
proceedings against Home by which Wiirttembergische sought, inter alia, a
declaration that Home is obliged to indemnify Wiirttembergische for the full
amount of Wiirttembergische’s fronting share in circumstances where

Wiirttembergische fronted a Rutty Pool risk for the other pool members.

On 8" May 2003, Home was placed into provisional liquidation in England
and Wales pursuant to the Order of Mr Justice Pumfiey which is in Appendix
2

On 11" June 2003, Home was placed into liquidation in the State of New
Hampshire, USA, pursuant to the Order dated 13 June 2003 which is in
Appendix 3.

The Parties desire to accomplish a full and final settlement and compromise of

the Arbitration Proceedings and all matters in disputc between the parties
relating to Treaty R and to agree the basis on which Wiirttembergische’s

involvement in the Rutty Pool will be administered by [ome.

The Parties desire that their settlement and compromise shall be enforceable
upon the terms and conditions of this Agreement following execution by each
Party of a copy of this Agreement, even if only separate copies of it are

exccuted.
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AGREEMENT
NOW IT IS AGREED AS FOLLOWS:
1 Definitions

In this Agreement, unless the context otherwise requires or otherwise expressly

provides the following expressions shall bear the following meanings,

“Agency Agreements” shall mean the following agreements which are in Appendix 4

between Wiirttembergische and the Ruity Agency:

(a) an agency agreement dated 1% January 1964 and Addendum Number 1
thereto signed by Wiirttembergische on 20" February 1964;

(B) an agency agreement dated 6™ January 1967, Addenda Numbers 1 and
2 thereto signed by Wiirttembergische on 21* July 1967.

“AISUK? shall mean ACE INA Services UK Limited (Company No. 01509033) of
Ace Building, 100 Leadenhall Strect, London EC3A 3BP.

The “Arbitration Proceedings” means the arbitration proceedings referred to in
Recital (D)

“Bank” means Landesbank Baden-Wiirttemberg

“Claims” mean claims asserted by Policyholders against Wiirttembergische under or

in connection with Policies.

“Court” shall mean the Superior Court of Merrimack County, State of New
Hampshire, USA.

“Coverage Costs” shall mean (a) the professional fees and expenses of legal
representatives, experts or other third parties, including arbitrators, appointed by
Home or by the leading insurer or reinsurer on behalf of Wiirtternbergische in
connection with any dispute (including an action for a declaration of rights under a
Policy) or potential dispute arising out of a Claim which has been or which may be
asseried under a Policy by a Policyholder; and/or (b) London Representative Costs

incurred in connection with any such dispute or potential dispute insofar as such costs
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are not Policy Liabilities; and/or (c) Wiirttembergische’s liability for costs either
pursuant to an adverse costs order or award made by a competent court or arbitration

panel or pursuant to an agreed settlement in connection with any such dispute.

“Extra Contractual Obligations” shall mean those liabilities or damages which are
not covered under a Policy or which are in excess of the limit of a Policy and which
are cither awarded to a Policyholder by a court or arbitration panel of competent
jurisdiction or paid to a Policyholder as an agreed settlement arising from the handling
of any Claim covered under a Policy by reason of (a) the failure to settie such Claim
within the Policy limit; or (b) actual or alleged negligence, fraud or bad faith with
respect to such Claim in rejecting an offer of scttlement or in the preparation of a
defence in the trial of any action against a Policyholder or in the preparation or

prosecution of an appeal consequent upon such action.

“Tixcd Pool Share” shall mean Wiirttembergische’s ‘fixed quota share’ percentage
participation in the Rutty Pool from time to time as set out in the Agency Agreements,

which are as follows:

1.1.1 between 1.1.64 and 31.12.65 (under the First Schedule of the 1964 Apency
Agreement signed on behalf of Wiirttembergische on 20™ February 1964) 15%

any one acceptance,

1.1.2 between 1.1.66 and 31.12.66 (by the 1967 Agency Agreement signed on
behalf of Wiirttembergische dated 6" J anuary 1967) 15% any one acceptance;

1.1.3 between 1.1.67 and 31.12.67 (by Addendum No.l to the 1967 Agency
Agreement signed on behalf of Wiirttembergische on 21% July 1967) 18.75%

any one acceptance;
“IBNR Account” shall mean the account specified in Appendix 5.

“ISA” shall mean the Insolvency Shortfall Agreement signed by Wiirttembergische
on 26" November 1965 (which is at Appendix 4) and section 18(b) of the Agency
Agreement dated 6™ January 1967 and the agreements between Rutty Pool members

which arise by virtue thereof.

4648358 4



“LMCS Fee” shall mean a fee paid to the London Market Claims Service (or any
successor organisation which may fulfil the same or a similar function) for copies of
attomeys’ reports and other materials and information disseminated by that body but
not including so-called “London Representative Costs” billed through LMCS relating

to services conducted in the USA.

“London Representative Costs” (sometimes referred to as “Service fees”), shall
mean those costs such as attorney fees or adjustment expenses which may be incurred for
or on behalf of London Market underwriters including Wiirttembergische in relation to

Policies typically issued to US domiciled assureds or reassureds.
“Policy” shall mean a Type 1 Policy or Type 2 Policy, as described below:

“Type 1 Policy” shall mean a policy and/or contract of insurance and/or reinsurance
written by the Rutty Agency for Wiirttembergische pursuant to the Agency
Agreements other than the ISA in favour of an assured or reassured who was not a

member of the Rutty Pool at the time such policy incepted; and

“Type 2 Policy” shall mean a contract of reinsurance which arose by virtue of the
Agency Agreements other than the ISA between (a) Wiirttembergische (as reinsurer)
and (b) (as reassured) those Rutty Pool members other than Wiirttembergische who
subscribed to agreements similar in form to the Agency Agreements and on whose
behalf a policy and/or contract of insurance and/or reinsurance was written by the
Rutty Agency in favour of assureds and reassureds who were not members of the

Rutty Pool at the time such policy and/or contract and/or reinsurance incepted.

“Policyholder” shall mean the assured or reassured and their successors and assigns

and cach person entitled to ¢laim and/or to the benefit under a Policy.
“Policy Expense” means Coverage Costs and Policyholder’s Expenses.

“Policyholder’s Expense” means Wiirltembergische’s liability with respect to either

an adverse costs order or award for costs made by a court or arbitration panel of

competent jurisdiction or pursuant to an agreed settlement in connection with a -

dispute arising out of a claim asserted by a third party against a Policyholder which do

not fall within the coverage provided by a Policy.

4648358 5



“Policy Liability” means Wirttembergische’s liability under the terms of a Policy for
amounts due in satisfaction of claims for indemnity and/or for expenses covered by
that Policy which are asserted against Wiirttembergische by a Policyholder and as
determined by a court or arbitration tribunal of competent jurisdiction or by

agreement,
The “Reimbursement Amount” means an amount equal to:

(1)  The total of all sums actually paid by or on behalf of Home in excess of
Wiirttembergische’s Fixed Pool Share (to the extent that such balances relate
to Wiirttembergische’s liabilities under the ISA) that Home has funded on
béhalf (;f Wiirttembergische to the cxtent that Wiirttembergische has not

already reimbursed Home in respect of such sums;

PLUS

(2) Interest at a rate of 5% on the sums in (1) above from the date on which each
relevant Claim which gave rise to Home’s payment in (1) above was agreed by
or on behalf of Home (and not the date on which the Claim was actually paid)
provided that the date on which the Claim was agreed was on or after 28"
December 2001 (being the date of the notice of arbitration in the Arbitration

Proceedings);

The “Reimbursement Trust Account” means a segregated account in the names of
Home and Wiirttembergische Versicherung AG set up for the purpose of holding the
Reimbursement Amount and designated “Wiirttembergische/Home Reimbursement

Trust Account®.

“Rutty Agency” means M E Rutty Underwriting Agency Limited (Company No.
00727046) which was struck off the Companies Register for Englund and Wales
under Sections 652(4) and 652A(5) of the Companies Act 1985 on 15" August 2000
and dissolved by notice in the London Gazette dated 22 August 2000.

“Rutty Pool” means the underwriting pool as underwritten for by the Rutty Agency
of which Wiirttembergische was a member for the period from 1% January 1964 to 31%
December 1967.
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“Scheme Deadline Date” means 31% December 2006

“Treaty R” means the reinsurance contract referred to in Recital (C) above

[
—

22

221

222

23

Interpretation

Clause headings are for ease of reference only and shall not affect the

interpretation of this Agreement.

In this Agreement, unless inconsistent with the context or expressly otherwise

specified:

References to clauses and/or Schedules and/or Appendices are references to

clauses and/or Schedules and/or Appendices of this Agreement;

References to (or to any specified provision of) this Agreement shall be
construed as references to this Agreement (or that provision) as in force tor the

time being and as amended in accordance with its terms;
The singular includes the plural, the masculine all genders and vice versa;

References to any statute or statutory provision include the same as amended,

re-enacted or consolidated.

The terms of Treaty R (as amended by this Agreement) and of this Agreement
shall be construed so as to give meaning and effect to them when read
together. However, in the event of any conflicting interpretations of
provisions of these documents, then notwithstanding anything to the contrary
in Treaty R, as amended by this Agreement, the terms of this Agreement shall

prevail.

CONDITION PRECEDENT

L
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It shall be a condition precedent to the legally binding effect and enforceability
of this Agreement that the Court shall have approved its terms by no later than
3]. Maréh 2006. In the event that this condition is not so satisfied, this
Agreement will, without further formality, be null and void and of no legal
effect.
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4 The following clauses of” all be amended as set out below: M‘J:]

From Article IV, the sentence “The Reinsurers shall bear all expenses of whatever
nature which would otherwise have been claimed or requested from the Reassured
by the Agent during the run off period.” shall be deleted and replaced by “the !
Reinsurers shall bear all expenses as expressly set out in the Agreement dated the :

e day of %) w2006 between the Reinsurers and the Reinsured”.

Article VI shall be deleted and replaced by “For the purposes of this agreement
Reinsurers shall be deemed to have received notice of all the Reassured’s claims
which are teinsured hereunder insofar as those losses are notified to the
Reinsurers and or their agents. In respect of all other claims which are reinsurcd
hereunder, the Reassured shall notify the Reinsurers and/or their agents of the

_same promptly upon the Reassurcd’s learning thereof.”

The final page of Treaty R in which the Rutty Agency acknowledge and
commit themselves to certain obligations shall be deleted and it is understood
and agreed by the parties that the provisions set out in this Agreement relating

to the administration of Wiirttembergische’s share of the Rutty Pool shall

apply.

5 The Agency Agreements whether construed alone or together with Treaty R
and this Agreement shall give rise to no rights against and no obligations on

the part of Home.

6 Nothing in this Agreement is intended or shall be construed to create obligations

ot duties directly or indirectly from Home to Policyholders.

7 Save as such obligations, duties, rights or causes of action are set out in this
Agreement and in Treaty R (as amended by this Agreement) Home and

Wiirttembergische
(1) have no obligations and owe no duties whatsoever to the other party; and

(2) have no rights or causes of action whatsoever against the other party,
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arising out of or in connection with or under Treaty R (in its original form) or

the Agency Agreements or the ISA.

Home acknowledges that Treaty R is valid and binding and waives without
exception and to the greatest extent allowed by law all rights to avoid Treaty

R.
In respect of Wiirttembergische’s Policy Liability:

Where the Rutty Agency used a pool underwriting stamp to subscribe
Wiirttembergische to a Type 1 Policy and Wiirttembergische’s signed line, as

a proportion of the aggregate signed lines of the Rutty Pool, is equal to

‘Wiirttembergische’s  Fixed Pool Share, Home shall indemnify

Wiirttembergische pursuant to Treaty R (as amended), in respect of

Wiirttembergische’s signed line.

Where the Rutty Agency used a pool underwriting stamp to subscribe
Wiirttembergische to a Type 1 Policy but Wiirttembergische’s signed line, as a
proportion of the aggregate signed lines of the Rutty Pool, differs from
Wiirttembergische’s Fixed Pool Share (other than by reason of
Wiirttembergische acting as a fronter for other Rutty Pool members, in which
case Clause 9.3 applies), Home shall indemnify Wiirttembergische pursuant to
Treaty R (as amended) in respect of Wurttembergische’s signed line as if
Wiirttembergische’s signed line had been adjusted to be equal to its Fixed Pool

Share.

Where the Rutty Agency subscribed Wiirttembergische to a Type 1 Policy in
excess of Wiirttembergische’s Fixed Pool Share for Wilrttembergische’s own
Fixed Pool Share participation and as a fronter for other Rutty Pool members

(whether for 100% of the risk or for less than 100% of the risk) Home shall

indemnify Wiirttembergische pursuant to Treaty R (as amended) in respect of

(and only in respect of) Wiirttembergische's Fixed Paol Share.

Where a Rutty Pool risk has been fronted for the Rutty Pool (whether for
100% of the risk or for less than 100% of the risk) by a Rutty Pool member(s)

other than Wiirttembergische and Wiirttembergische is liable to indemnify that
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12

12.1

12.2
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other Rutty Pool member(s) pursuant to a Type 2 Policy, Home shall
indemnify Wiirttembergische pursuant to Treaty R (as amended) in respect of

(and only in respect of) Wiirttembergische’s Fixed Pool Share.

Without prejudice to the decision in Wiirttembergische v The Home Insurance
Co [1999] Lloyds Rep IR 397 and for the avoidance of doubt it is noted that

Home does not reinsure Wiirttembergische and Home has no liability

whatsoever, in respect of or arising directly or indirectly out of the insolvency
of any member of the Rutty Pool whether under the ISA or otherwise

howsoéver.

Home agrees to waive its rights to seek damages against Wiirttembergische
(which rights are denied by Wiirttembergische) for the alleged mishandling of
the billing and collection of the Rutty Pool reinsurances by the Rutty Agency
before 1996 and Wiirttembergische agrees to waive the right to seek damages
from Home and AISUK arising from the alleged mishandling (which is denied
by Home and AISUK) of the billing and collection of the Rutty Pool
reinsurances by Home and/or AISUK since 1996 to the date of this

Agrcement,

ARRANGEMENTS FOR THE ADMINISTRATION OrF
W ﬁRT_TEMBERGISCHE’S RUTTY POOL INVOLVEMENT

- Fee

Within 21 days of the date when this Agreement becomes of binding legal
effcct under Clause 3 hereof Wiirttembergische shall pay £15,000 (in cash
without set off or diminution thereof) to Home’s account the details of which

are in Appendix 6.

Interest shall accrue in favour of Home at the rate of 5% per annum in respect
of any part of the sum due under 12,1 above which remains unpaid at the date
upon which it falls due (being the end of the 21 days referred to in clause
12.1).

10



Home Administration of Claims

In the name and with the authority (which is hereby granted and/or confirmed)
of Wiirterbergische, Home shall have the sole right to and will, with
reasonable skill and care, either itself or through AISUK (but not through any
other parly, without the permission of Wiirttembergische, such permission not
to be unreasonably withheld) investigate and adjust and admit, refute,

compromise or agree liability for Claims.

Where Home in its discretion, exercised prudently, considers it proper to do so
and with the authority (which is hereby granted and/or confirmed) of
Wiirttembergische, Home will, either itself or through AISUK (but not
through any other party, without the permission of Wiirttembergische, such
permission not to be unreasonably withheld), have the sole right to and will,

with reasonable skill and care, contest Claims and appoint lawyers, adjusters,

experts and other third parties in Wiirttembergische’s name for the purpose of

contesting such Claims.

13.1.2 Home shall ensure that such personnel are made available as are reasonably
necessary to perform effectively the management, administration and service

obligations required by this Clause 13.1.

. 13.1.3 For the purposes of this Clause 13.1, in respect of Claims which are the
subject of proceedings or threatened proceedings in a US court or Us
arbitration tribunal of competent jurisdiction and where Wiirttembergische is
part of the following market, and without prejudice to the generality of [Home's
powers to settle and compromise claims or agree liability under 13.1 above,
Home may settle the Claims by entering into a buy-back of the Policy where
the buy-back is recommended as part of a market settlement of the Claims by

the attorneys appointed to represent the following market in respect of the

Claims,

13.1.4 For the avoidance of doubt, other than claims made pursuant to the ISA, this
Clause 13.1 shall apply to Claims made under Type 2 Policies by a

Policyholder which is a Rutty Pool member other than Wiirttembergische

40648358 11

Tt



132.1

1323

13.4
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where the Policy arises by reason of the Policyholder fronting a Rutty Pool

risk (whether for 100% of the risk or for less than 100% of the risk).

In all circumstances other than as provided for by Clause 13.1.3, Home (cither
itsclf or through AISUK) and Wiirttembergische will notify the other party
before entering into a commutation with a Policyholder and Home and
Wirttembergische will not enter into any comumutation without first so
notifying the other party. (For the purposes ol this Clause 13.2 it is
understood that the term "commutation" shall include any commutation, buy-

back or similar arrangement.)

Should the other party request the same within 28 days of that party receiving
such a notification, the parties agree to arrange for a certificate as to the
reasonableness of the proposed commutation from an independent actuary (the
identity of whom will be agreed by both Home and Wiirttembergische) the

cost of which will be shared equally by Home and Wilrttembergische.

‘If the parties cannot agree upon the appointment of an independent actuary,

the independent actuary shall be appointed by the President of the Institute of
Actuaries (of England and Wales).

Home and Wiirttembergische agree to be bound by the independent actuary’s
findings and for the avoidance of doubt, in such circumstances, ncither party
will enter into a commutation where it has not obtained a certificate as to the

reasonableness of the proposed commutation pursuant to 13.2.1.

Home will be responsible for the usual costs (including internal costs and the
costs of AISUK) and salaries associated with its obligations under Clause

13.1.

‘Provided always that such Policy Expenses do not arise by any litigation

caused by delay, failure or omission of Wiirttembergische, and solely in
respect of Policy Expenses which arise out of Claims advanced in any

jurisdiction other than the USA:



13.4.1

Home will in the first instance advance all Policy Expenses including that part
of the Policy Expenses which exceeds Wiitttembergische’s Fixed Pool Share

of the Policy Expenses in respect of a particular Policy;

13.4.2 Wiirttembergische shall then reimburse to Home that part of the Policy

134.3

13.5

13.5.1

13.5.2

1353

13.6
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Expenses which exceeds Wiirttembergische’s Fixed Pool Share;

Provided that in the event that and to the extent that Home successfully
recovers any Policy Expenses from the Policyholder, Home shall (1) deduct
from the amount so recovered (a) those Policy Expenses which exceed
Wiirttembergische’s Fixed Pool Share for which Wiirttembergische has not
reimbursed Home, and (b) any and all fees and expenses incurred by Home in
obtaining such recovery and (2) pay over a pro rata share of the balance of
such recovery to Wiirttembergische (pro rated on the basis of the parties’
proportional liabilities for the Policy Expenses calculated in accordance with

Wiirttembergische’s Fixed Pool Share as against its fronted liability).

In respect solely of Policy Expenses which arise out of Claims advanced in the

USA:
Wiirttembergische will in the first instance pay all such Policy Expenses;

Home shall then reimburse Wirttembergische in an amount cqual to

Wiirttembergische’s Fixed Pool Share of such Policy Expenses;

Provided that in the event and to the extent that Wirttembergische
successfully recovers the Policy Expenses from the Policyholder,
Wiirttembergische shall (1) deduct from the amount recovered any and all fees
and expenses incurred by Wiirttembergische in obtaining such recovery and
(2) pay over a pro rala share of the balance of such recovery to Home (pro
rated on the basis of the partics’ proportional liabilities for the Policy
Expenses calculated in accordance with Wiirttembergische’s Fixed Pool Share

as against its fronted liability).

Wirttembergische will indemnify Home against any liability for Extra

Contractual Obligations and related expenses which arise in connection with

13



13.7

14

14.1

14.1.1

14.1.2

14.1.3
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Home’s administration of Wiirttembergische’s participation in the Rutty Pool
and which arise due to action, inaction, delay, failure or omission of
Wiirttembergische or its agents or representatives (which, for the avoidance of

doubt, do not include Home or AISUK (or any of their agents)).

Home will indemnify Wiirttembergische against any liability for Extra
Contractual Obligations and related expenses which arise due to action,
inaction, delay, failure or omission of Home or AISUK or their agents or

representatives with respect to Home’s obligations under this Agreement.
Home will bear all LMCS Fees payable by Wiirttembergische.

Home agrees that Home’s obligations under Clauses 13.2.1, 13.3, 13.4, 13.5,
13.7, 13.8 and 19.2.1 hereof will have administrative expense priority pursuant

to the law of New Hampshire, USA. in particular N.H. RSA 402-C:44,L
Provision of Information to Wiirttembergische

Home will, within 21 days of the relevant Claim being adjusted, either itself or
through AISUK, advise Wiirttembergische of adjusted claims and will provide
Wiirttembergische with pertinent information and documentation to
distinguish so far as is possible between Policy Liabilities, Coverage Costs,
Policyhoiders’ Expenses, underwriting years and such other information which

1s necessary;

for Wiirttembergische 1o administer, account, settle and pay its Policy
Liabilities and (in accordance with Clauses 13.4 and 13.5 above) its Policy
Expenses, (examples of which appear in Appendix 9) including such
information as Home receives from or on behalf of Policyholders which
snables Wiirttembergische to maintain and reconcile its accounts with brokers

and/or Policyholders and its reserves for notified outstanding losses;

for Wiirttembergische to administer the billing and collection of sums due

from other Rutty Pool members; and

for the determination of claims in Home’s estate.

I/, /;J{
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14.3

15.2.1

15.2.2
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Bvery quarter Home will render Rutty Pool account reports to
Wiirttembergische in the format and containing the information set out in

Appendix 7 hereto;

Every year Home will render a summary annual pool account repori to
Wiirttembergische in the format and containing the information set out in

Appendix 8 hereto.
Wiirttembergische’s Proof of Claim

Wiirttembergische agrees that Home’s obligations to make any payment to
Wliittteml'aergische pursuant to Clauses 13.2.1, 134, 13.5, 13.7, 13.8 and
19.2.1 shall, be deemed to be included within Wiirttembergische’s Proof of
Claim in Home’s estate and Home agrees to do all things necessary to have

such obligations admitted into Home’s estate for the purposes set forth in 13.9.

With respect to Claims which, pursuant to 13.1, have been adjusted by AISUK
and for which Wiirttembergische’s Policy Liability has been established

pursuant to 13.1, Wiirttembergische hereby agrees that:

Home acknowledges that AISUK shall effect submission of periodic quarterly
accounts to Home on Wiirttembergische’s behalf in respect of Home’s share of
Wiirttembergische’s Policy Liabilities for the purposes of the determination

and admission of such claims in and to Home’s estate;

Upon submission of the quarterly accounts under Clause 15.2.1 above, Home's
share of Wiirttembergische's Policy Liabilities within the relevant quarterly
account shall automatically be deemed to form part of Wiirtlembergische's Proof
of Claim submitted in Home’s estate and shall immediately be capable of

determination and admission in and to such estate.
Intra Rutty Pool Claims

Wiirttembergische will retain and shall have the sole cntitlement and

authorisation at its own cost to administer the billing and collection of:

15
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17.1.1

18.2
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Sums duc to Wiirttembergische from other Rutty Pool members in respect of
risks where Wiirttembergische has fronted for those Rutty Pool members® share
of the Rutty Pool risk (whether for 100% of the risk or for less than 100% of
the risk); and

16.1.2 Sums due to Wiirttembergische from other Rutty Pool members pursuant to the

ISA; and

Wiirltembergische will (and shall have the sole entitlement and authorisation
to) at its own cost administer and settle claims made by other Rutty Pool

members pursuant to the ISA.
Exceptional Work by Home/AISUK

Wiirttembergische agrees to pay and/or reimburse Home’s reasonable costs and
expenses for exceptional work undertaken which is outside the services and
obligations provided for in Treaty R (as amended) and this Agrcement (but
such work is only to be undertaken by Home with Wiirttembergische’s express

written agreement).

It is noted (but without creating any obligations hereunder on the part of Home
or AISUK) that AISUK will carry out any such exceptional work as referred to

in 17.1 and that AISUK will charge upon a reasonable hourly fee basis.
Reimbursement of funded balances

In full and final settlement of all claims which Home may have for sums in
excess of Wiirttembergische’s Fixed Pool Share (to the extent that such
balances relate to Wiirttembergische’s liabilities under the ISA) that Home has
funded on behalf of Wiirttembergische, Wiirttembergische agrees to pay the

Reimbursement Amount in accordance with Clauses 18.3 and 18.4.

Promptly upon the condition precedent to this Agreement being fulfilled the
Parties shall take all necessary steps to establish the Reimbursement 1rust
Account. The Reimbursement Trust Account shall be established at the Bank
with a mandate to the Bank requiring the signatures of at least one “A”

signatory and one “B” signatory for each and every instruction to the Bank.

16
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The “A” signatories shall be between 2 and 5 in number and shall be
appointed by Wiiritembergische and may be replaced by Wilrttembergische
from time to time by resolution of the Board of Wiirttembergische (copied to
the Bank and to Home) and the “B” signatories shall be between 2 and 5 in
number and shall be appointed by Home and may be replaced by Home from
time to time by notice from either of Jonathan Rosen or Peter Bengelsdorf

(copied to the Bank and Wiirttembergische).

Within 21 days of the date when the condition precedent to this Agreement is

fulfilled (or, if later, within 7 days of the later of the completion of all
formalities for the opening of the Reimbursement Trust Account and the
agreement by the Parties of the amount of the Reimbursement Amount),
Wiirttembergische shall pay the Reimbursement Amount into the
Reimbursement Trust Account. Thereafter, Wiirttembergische shall report to
Home no less frequently than every 6 months until termination of the trust in
accordance with 18.6 hereof, on the status of the Reimbursement Trust
Account, with details of balances, credits, debits, accrued interest and charges

if any.

Before paying the Reimbursement Amount into the Reimbursement Trust
Account Wiirttembergische shall be entitled to set off against the
Reimbursement Amount any Policy Liability which in either case is approved
by the Court as due to Wiirttembergische from Home under or in pursuance of
this Agreement and Trcaty R (as amended by this Agreement) and the amount
Wiirttembergische shall pay into (he Reimbursement Trust Account shall be

reduced accordingly.

All sums from time to time standing to the credit of the Reimbursement Trust
Account shall be held on trust for disbursement on the bases set out in this
clause 18.5 and the Parties shall take all necessary steps as are reasonably
within their power to procure that their respective signatories to the
Reimbursement Trust Account shall cooperate to issue appropriate instructions
to the Bank so that sums are disbursed from the Reimbursement Trust Account

as follows:

17
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18.6

18.6.1

18.6.2

18.6.3
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within 21 days of the end of each calendar guarter, whilst any sum stands to
the credit of the Reimbursement Trust Account, all interest standing to the
credit of the Reimbursement Trust Account (after deducting any bank charges
imposed by the Bank in relation to the running of the Reimbursement Trust

Account) shall be dispersed to Home;

within 21 days of the end of cach calendar quarter whilst any sum stands to the
credit of the Reimbursement Trust Account and where Wiirttembergische’s
claims for Policy Liabilities have been admitted by the Court,

Wiirttembergische shall be paid from the Reimbursement Trust Account (to the

“extent thiere are funds other than accrued interest in the Reimbursement Trust

Account) a sum cquivalent to the total of those admitted claims;

in accordance with the provisions of Clause 18.6 below upon termination of

the trusts set out in this Clause 18.

The trusts of the Reimbursement Trust Account shall end (subject to the

remaining funds held to the credit of the Reimbursement Trust Account being
dispersed in accordance with the requirements of this clause 18.6) on the first

to occur of the following events:

the termination of this Agreement in accordance with the provisions of clause

20 below, in which case Wiirttembergische shall be ecntitled to receive an

‘amount equal to any Policy Liabilities established prior to the date of such

termination which have not been rcimbursed from the Reimbursement Trust
Account at the date of such termination (to the extent there are funds other
than accrued interest in the Reimbursement Trust Account) and any balance
remaining in the Reimbursement Trust Account after such payment shall be

paid to Home;

the capital balance standing to the credit of the Reimbursement Trust Account

falling to zero in which case any accrued interest shall be paid to Home;

Wiirttembergische acknowledging that it no longer has any actual or contingent
Policy Liabilities which might fall for reimbursement in accordance with the

terms of this Clause 18, in which case the balance standing to the credit of the
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18.6.4

18.6.5

18.6.6

18.7

19

19.1

19.1.1

19.1.2

Reimbursement Trust Account shall be paid, along with all accrued interest, to

Home;

The Home estate being wound up by order of the Court in which case all sums
standing to the credit of the Reimbursement Trust Account shall be paid to

Wiirttembergische;

Wiirttembergische being dissolved in which case all sums standing to the credit

of the Reimbursement Trust Account shall be paid to Home;

The day which falls 15 years from the date of this Agreement in which case all
sums standing to the credit of the Reimbursement Trust Account shall be paid

to Home.

Upon disbursement of the balance of the Reimbursement Trust Account in
accordance with the provisions of Clause 18.6 the Reimbursement Trust

Account shall be closed.
Rutty Pool Reinsurers Collections

Unless and until Treaty R is terminated (and save as set out in Clause 16

hereof) Wiirttembergische acknowledges that at Home’s expense:

Home has the sole entitlement and authorisation in Wilrttembergische’s name
to bill and collect and retain all sums otherwise due to Wiirttembergische from
reinsurers of Rutty Pool members (whether for “common account” or
otherwise) and all other income otherwise due to Wiirttembergische and Home

pursuant to Article IV of Treaty R;

Home has the sole entitlement and authorisation in Wilrtlembergische’s name
to sue and defend all forms of legal proceedings brought by or against

reinsurers of the members of the Rutty Paol and (subject to Clause 19.2) to

" enter into all kinds of arrangements with reinsurers and other debtors of Rutty

4648358

Pool members pursuant to Article IV of Treaty R including compromise of
claims and compromise or commutations or buy-backs of policies, and to take

steps in relation to liquidation proceedings, schemes of arrangement, and
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19.1.3

19.2

19.2.14

19.2.2
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similar proceedings for the purpose of collecting sums from such reinsurers

and debtors.

Home shall, cither itself or through AISUK kcep Wiirttembergische fully
informed of such steps which it takes outside the normal course of collecting

reinsurance assets pursuant to Clause 19.1.2,

Home, either itself or through AISUK, will notify Wiirttembergische before
Home cnters into a commutation with a reinsurer of the Rutty Pool and Home
will not enter into any commutation without first so notifying
Wiirttembergische. (For the purposes of this Clause 19.2 it is undcrstoad that
the term commutation shall include any commutation, buy-back or other

similar arrangement.)

Should Wiirttembergische request the same within 28 days of
Wiirttembergische receiving such a notification, Home agrees to arrange for a
certificate as to the reasonableness of the proposed commutation from an
independent actuary (the identity of whom will be agreed by both Home and
Wiirttembergische) the cost of which will be shared ;équally by Home and

Wiirttembergische.

If the parties cannot agree upon the appointment of an independent actuary,
the independent actuary shall be appointed by the President of the Institute of

Actuaries (of England and Wales).

Home and Wiirttembergische agree to be bound by the independent actuary’s

findings and for the avoidance of doubt, in such circumstances, Home will not

‘enfer into a commutation where it has not obtained a certificate as to the

reasonableness of the proposed commutation pursuant to Clause 19.2.1.

Home shall be cntitled absolutely to all receipts pursuant to Clause 19.1.
Should Home actually receive any cash payments from a Rulty Pool reinsurer
in excess of the paid claims and outstanding loss reserves notified to that
reinsurer, as part of a commutation agreement or scheme of arrangement or
other settlement, then in respect of such cash payment which is in excess of

the paid claims and notificd outstanding loss reserves:



193.1 Home will notify Wiirttembergische of such receipt; and

19.3.2 Home shall have the right to deduct and retain from that amount a 5% service

fee by way of remuneration for Home’s obligations hereunder; and
19.3.3 Home shall pay the remaining 95% of such receipt into the IBNR Account.

- 19.3.4 Home shall keep a record of the claims which would, but for the commutation
agreement, or scheme of arrangement of other scttlement, have been billed to
the relevant reinsurer, and once the total of such claims exceeds the balance of
the amounts paid to Home pursuant to Clause 19.1 hereof which is not paid
into the IBNR Account, then provided that Wiirttembergische has submitled
the coresponding claims under Treaty R to Home and Home admits liability
to Wiirtiembergische in respect thereof, Home shall be entitled to withdraw the
corresponding reinsurance sum from the IBNR Account (until it is exhausted)
and Wiirttembergische will forthwith supply all instruments and consents

necessary to effect such a transaction.

19.3:5 For the purposes of calculating the claims which would, but for the
commutation agreement, have been billed to the commuting reinsurer under
Clause 19.3.4, the Parties shall treat all such amounts paid to Policyholders (by
way of commutation, policy buy-back or otherwise) as if they were paid

claims pursuant to the terms of the relevant Policy.

¢ 19.3.5 Notwithslancling the provisions of Clause 19.3.4 and Clause 19.3.5, in the
eveni that (a) Wiirttembergische relinquishes in writing its claim to the
proceeds then remaining in the IBNR Account; or (b) Wiirttembergische
notifies Home in writing that it has elected not to terminate Treaty R, or (¢)
Wilrttembergische is no longer entitled to terminate Treaty R pursuant to
Clause 20, then Home shall be entitled to withdraw and retain in full the
balance in the IBNR Account and Wiirttembergische will forthwith supply all

mstruments and consents necessary to effect such a transaction.

Should Home effect a recovery of any sum from a reinsurer of the Rutty Pool
which has been subject to a setoff relating to an undisputed claim by that

reinsurer against Wiirttembergische then Home will notify Wiirttembergische of

21



19.5.1

20.1.1

this whereupon Wiirttembergische will pay Home without diminution, set off

or other deduction the cash equivalent of the amount which was subject to

‘such setoff and will notify AISUK, on behalf of Home, of such payment. For

the purposes of Clause 193 any sums received by Home from
Wiirttembergische pursuant to this Clause 19.4 shall be deemed to have been
received from the Rutty Pool reinsurer in question and the sum shall be treated

in accordance with Clause 19.3.

Alternatively, where Home fails to recover any sum due from a reinsurer of
the Rutty Pool because of a valid setoff by the reinsurer against a claim against
Home then Home will recognise a corresponding claim against its estate, equal
to the amount by which the setoff reduces the IBNR portion of that sum due
from the reinsurer of the Rutty Pool and Home will pay that amount into the
IBNR Account whereupon it will be (reated in accordance with Clause 19.3

hereof. -

If such a reinsurer should attempt to effect an invalid sct off, Home will cither
(at its own expense) contest such a purported set off to determine, ecither
judicially or through arbitration, its invalidity (with such determination being
final and binding upon the Parties) or, alternatively, at its election, will accede
to such a purported set off and will pay into the IBNR Account an amount

equal to the sum which was allegedly invalidly set off.
Termination of Treaty R and this Agreement

It is agreed that Wiiritembergische may terminate Treaty R (as amended) and
this Agreement and withdraw its proot of claim filings within 90 days (or, in
the case of Clause 20.1.2, Wiirttembergische becoming aware) of ¢ither of the

following circumstances:

A scheme of arrangement in respect of the Home’s AFIA business is not

implemented by the Scheme Deadline Date; or

20.1.2 A scheme of arrangement implemented in respect of Home's AFIA business

4648358

before the Scheme Deadline Date is required to be unwound by reason of the



scheme of arrangement being refused final approval by a courl of competent

jurisdiction.

202 At any time prior to the Scheme Deadline Date (including where
Wiirttembergische has previously changed the Scheme Deadline Date pursuant
to this clausc), Wiirttembergische may change the Scheme Deadline Date to a

later date by giving written notice to Home,

203 In-the event that Treaty R (as amended) and this Agreement are terminated,

including pursuant to Clause 20.1:

20.3.1 Wiirttembergische shall be entitled to all sums remaining in the IBNR Account,
including any accrued interest thereon, which are not otherwise due to Home.
The sums remaining in the Reimbursement Trust Account shall be dealt with

in accordance with Clause 18.6.1 above.

20.3.2 Home'’s accrued entitlement to sums due to it, including under Clauses 12,
13.4, 13.5, 13.6, 17.1 of this Agreement at the time that termination of Treaty
R and this Agreement is effective shall survive and Wiirttembergische shall be

liable in respect thereof.

203.3 Wiirttembergische’s accrued entitlement to sums due to it including under
Clauses 13.3, 13.4, 13.5, 13.7, 13.8 of this Agreement at the time that
termination of Treaty R and this Agreement is effective shall survive and

Home shall be liable in respect thercof.

20.3.4 Notwithsianding the termination of Treaty R and this Agreement, (he rights
and obligations of the parties as set out in Clauses 18, 20-32 of this Agreement

shall survive.

203.5 At the time that termination of Treaty R and this Agreement is effective

Clause 15 of this Agreement shall be of no further force or effect.
21 Inspection Provision

21.1 Each Party shall to the extent reasonable, and upon giving no less than 14 days

notice, be entitled to inspect (and at that Party’s own expense take copies of)
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the books, records, and cotrespondence of the other Party (including, for the
avoidance of doubt the books, records and correspondence held by the agents
of that Party (which in the case of Home shall include AISUK)) relating to
lieir management of the run-off of the M. E. Rutty Underwriting Agency Ltd
book of business insotar as they relate to Wiirttembergische’s participations in
Policies or reinsurances of Wiirttembergische. The rights set forth in this 21.1

shall survive termination of Treaty R and/or this Agreement,

i DISCONTINUANCE OF THE ARBITRATION PROCEEDINGS

8 2
21
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In furtherance of this Agreement and in full and final settlement of the

Arbitration Proceedings, it is agreed that:

Each party shall withdraw and abandon all its claims in the Arbitration

Proceedings;

Fach party shall bear its own costs of the arbitration and the costs of its

appointed arbitrator; and

The Parties shall cooperate to discontinue the Arbitration Proceedings, with no

order as to costs.

'_ MISCELLANEOUS PROVISIONS

Home agrees that pending the implementation of any scheme of arrangement,
any sums recovered from the AFIA Reinsurers or the Guarantor (as those
terms are defined in the proposed draft scheme of arrangement for Home’s
AFIA business dated 23 July, 2004) that would otherwise fall to constitute a

part of and be paid into the proposed scheme of arrangement in respect of

. Home’s AFIA business shall be held by Home’s provisional liquidators in

England and Wales and Horme agrees that, pending the implementation of any
scheme of arrangement, the sums so recovered will not fall for distribution as

part of the liquidation of Home in New Hampshire, USA.

This Agreement shall be binding upon and shall benefit the Parties as well as
their successors, subsidiaries and assigns. The Parties do not intend that any

term of this Agreement should be enforccable by any person who is not a party
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to this Agreement pursuant to the Contracts (Rights of Third Parties) Act
1999.

It is acknowledged that the liguidator and provisional liquidators of Home and
their respective advisers, servants, employees and agents shall incur no
personal liability whatsoever under this Agreement nor any document entered

into pursuant to or in connection with it.

This Agreement and Treaty R (as amended by this Agreement) shall constitute
the cntire agreement between the Parties relating to the subject matter hereof
and this Agreement and Treaty R (as amended by this Agreement) may not be

amended, except by written amendment executed by each of the Parties.

The Parties to this Agreement shall not attempt to re-open or set it aside in the
future on the grounds that it becomes aware of any mistake of law (including
any such mistake arising out of a subsequent change of law) or mistake of fact

relating to this Agreement or the subject matter hereof.

The validity of this Agreement shall be in no way conditional upon the
entering into or (other than Trcaty R) the validity of any other agreement by

the Parties hereto.

Each of the Parties represents that it has had full opportunity to consult its
respectlive legal advisers in connection with the review of this Agreement, that
it has carcfully read and understands the scope and effect of each provision
contained in this Agreement, and that it is not relying upon any representations

made by any of the Parties, their legal advisors or any other representative.
The terms of this Agreement shall be confidential to the Parties, save for:

Disclosure as a result of any court order, legal obligation, regulation or

accounting procedure or lawful discovery procedure; and/or

Disclosure to legal representatives, auditors, sharcholders, govemmental

authorities, regulators and retrocessionaires; and/or
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30.3 Disclosure to any other person with the prior written consent of the other

party, such consent not to be unreasonably withheld; and/or

304 Disclosure to a court of competent jurisdiction (including, for the avoidance of

doubt, the Court).

3l The Parties represent and warrant that they have the necessary power and

specific authority to enter into this Agrecment.
JURISDICTION AND CHOICE OF LAW

Should any further dispute arise relating to Treaty R (as amended) or this

(93]
L%

Agrecment it shall be subject to the jurisdiction of the High Court of Justice in

London and will be subject to English law.

Stuttgart 2 B. Jan, 2006
SIGNED BY EACII OF THE PARTIES aw hc teerg Stl is % Ipen gh[la ti}f&

duly authorized representatives im Auftrag der
Wilstenrot & Wirttemberglsche AG

For and on behalf of WUSTENROT & WURTTEMBERGISCHE AG

By: Wc ....................... By: ‘UQ@M";/' ........
Name: M\C,L\u,&(. G\O(-Lb\&(@r Name: A(.QKCLMAQT ’bav\a "
Position: A-L,’\'QLL\AMQ_QA\.\-QLC{'O g Position: chfx(,uv\ﬂ 59 Eq,uodmg.c_b\“‘l}ﬁer

For and on behalf of THE HOME INSURANCE COMPANY (in provisional

liquidation in England and Wales and in liquidation in the State of New

Hampshire)

NN NV By .l Erelelid...
Name: GARE T How ARy RGHES Name: refer f;_‘x;-afj(*'/:éf/;?ﬂ’/
Position: {OiNT PoviSiamen_ Leeuep 4798 Position: Spectd / ﬂ?f UTZ/ < 7"{’%&[0[

HFWLDN\3013602-2
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nade velwecn
l)llﬁ'[:F:.‘(DEEC‘SCHE FEULKVERSICHEKUNSG N.G. of

Johwarnessirasise 1 - 7, Sturtgart,West Garmony

(lm‘rcinnfter reforred to as the "Reassured™)
Ar vndereritien for Wurctiembergisiie Feverversichcruns A.G. by
M.E. RUTTY UNXPERWRITING ACENCIES LTD. of
5 - 7 Ireland Yard, london EC&
(hercinafter c2fecred to as the “"Agant')
and

HOME INSURANCE COMPANY of Nawv York

acting through its branch office at

268/28 Fe~church Street, Lo~don, EC3

%
(hereinafter referred to as the “Reinsuzers'™
RLCITALS
1) Whercas under agreemonts dated lst Januavy 1964 and 6cth January
-~

. 1961, betveen the Azent and the Reassuved, the Agent accepted
insurzace 2nd reinsurance business on behalf of the Reassored for
the undcrvriting ysars 1964, 1965, 1966 and 1967 and

_ Decone
) WHEREAS the Agents ccased to write new business after 3lse Japafyy

1967

(3 WHEREAS the Reassured desire e effect reinsurance in respect of th
3

lizbility under any and/or all policies and/or contracts of insurae

and/or reinsurance vritten by the Agent ot their Lehalf (hereinafee

teferved to as the "Original PETieTes"y sind- N

A WHLEESS the Reinzurews having had full disclosuve and inaspertion of
¢ [

v . L3 », T
ﬁ the Azcat'w recnzds zad accounts relaring to the Original Polivies
‘T

- =nrog 4
Pl and all clieios ond outstanding matters thereander have zgreed to

) } , R - clic
- af fovd wenhi vefuserance to the Reansured ia accordaune? uith the

nC N . . .- o apteed as
terms nald conditions of this Coutract, KOV v is be ceby Agte
o



ARTICIE T

This Contract is in rospect of all locses vhich ruz “oassur:d =ay be
may becone liable to pay, arising out of risks written for :ihe
Reassured by the Ageot during 1964, 1965, 196d ard 1967 uodeon-ieiag
yeats of account, excluding howzver "Stop and Shop™ losses arising

from or consequent upon & fire on Sth August 1954 1969,

The Reinsurers hereon shall follov all terms, concitisns and
settlcacnts as agreed by or on behal. of the Reassuroéd under the

Original Bolicies included in the accounts reinsured her:by.

ARTICLE Il

This Contract covers all claims due for payment on or aftor 1st
January 1977 as hereinbeforedefined and shall rerain in force until at
the liabilicy hereunder shall have been exhausted, scbject cowever

to such cancellavion provision as hereinafter defined in ANTYZLE Aka
-~

ARTIC.E I1I1

Notwithstanding anything centained herein to the cratrary, this

Contract shall exclude:

a) Any loss or liability accruing to the Reassured directly orv
indirectly and vhether 2s Insurer or Reinsurcr frox any Pool
of Insurers or Reinsurers forwed for the purposes of covaring

Atomic or Nuclcar Energy Risk.

“Furtberoore, this Contract is dlso subject vo rhe Foilsouing
Nuclear Incident Exclusion Clauses which are arcached hersrto

aud sha!l fora an integral part heveof:



b)

e)

1) NUCLIAM (NCIDENT LHCLUSION CIAUSES ~ LisnfLIny -

REINSUNRANCE = U, SN, /CANADA,

11) NUCLEAR INCIDENT EXCLUSION ClLAUSES - l'li‘tSLCu\L anwee -

REINSURANE - U.S.A,/CANADA,

Life, Financial Cuarautree and Insolvency Risks,

furchermore, it is understood 4nd agreed that:

e

-
~s

As repards Mon-Marine busincss accepted Ly che Feassured
this ém:c:-ac: shall exclude loss or dswage divectly caused
by War aud/or Civil War but this exclusion shall not
apply to such business vhich is rermitted under the terms
of the Uuited Kingdom Market Har and/or Civil War Risks
Exclusion Agreement.

-

11) As cepards Marine and Aviation business accepteu by the

Reassurcd this Contract shall include lous, damage,liabilit
or expense caused by ov rcsulting from the risks of War or
similar risks vriteen by war risk Underwritars, as covered
in the Original Policy(ies) provided that such loss,
damage, liability or expeanse would be recoverable under th
terms and conditions of the relevant Institnte War and
strikes Clauses or War sections of the relcvant Institute
War and Strikes Clauses or telcvant London Aviatiou Claust
in cuprsut_use.at .the iuception of this Contract or at th
time vhen the Mar Risks cover would have cowmenced under
the original Insurance or Reinsurance wichin the teros of
cl.\ulsrs, whichevev is Lhe carlicr; cacept that if the vis

; - e S
of War are covered in the Ovigina) Policy(ies) under cla



Appraved Ly the lanies @l War KRisks Joiat Svb-Comrictes

1]
or in respect of fargo nfercst under the Stazdard War
Risks Clause of any country which complies with ehe

limitation of tue Unitcd Kingdom liatérboene Agreement,

the foregoinp proviso shall not amply,

The Reinsurcers wsrrant that they are unaware as at the date Sereof that =

business has been pliced by the Agent vhich is excluded under che cerms

of this clause.

ARTICLE 1V

The Consideration to be paid by thz Reassured to the Reinsurers for

this Contract shall be £114,782.00 plus U.S.$362.197 plus Can$é 648 .00,

pssable at inception. -
o G orlrng wme revrlmiy
L §5%% J 65604

The Reinsurers herevn zhall have the tight to receive any payments undey
any reinsursice placed by the Agent on behalf of tha Resssured and any
rcher {acowe, derived from any scure: that othervise would have besn
payable to the Reassured. TheReinsuvers shall bear sll expcoses of what
paturc vhich vould othervise hlye been claimed or requasted from

‘the Reasssured by the Ageat during the rua off period.

ARTICLE V

1t 13 undersiood and agrced that settlement of all claims, refunds,
return Premiuns and oripinal Profit Cowmission and zdministration of
all premjums, additional premiums and policy adjustments shall be
cffected op LehalE-of . the Reinsured by the Agent andfor their

appointed apeunis.
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{T is turel ¢ Leseret st and o aor ol That the "oiusurerzs hoereon

will reesivs oll pro. vz Jue en the Ovigunal Yolizies

without deducrion of ~vere’ding camiission :nd all vecoveries under

surplus, excess loss, "stop loss™ :nd other reinsurances cffecteg
for joant accoune, paysbla te the Reassured on or after lst
Jznuary 1977 and will be respenrsible for paywert of ali returns of

premiura and reinsurance premiuvas pryable therearter,

ARTICLE VI

In the event of losses erceeding pounds 25.000 which may give
rise to cl;ims under this Coatrvact rhe Agent shall give i:medlage notice
to the Reins:reri. but inadvertent error in or omission gf sudh.
notification skall pot in any vay prejudice the rights of tha Reassured

undser this Co:zrtact.

A}TICLE VIl

Peinsurers shall Le bouad uncondi:iounuy by all loss settlements

made by tha Agent, including compromise settlements, vhere uuch
settlencnts are vithin the terms and conditions of che Original

Molicies and of this Contract. The Reinsurers' contribution to

Jny other 1loss settlcment shall be condicional upon prior motificatien of
such sattlement Seing given to the Reiusurers by the Agent and to their

agrecment thereto which agreement shall not be unreasonably withheld.

The Agenl will conduct the scttlement of or resistance to claims as

conscientiously as if they vere liable for the whole amovnt of the claiu
or claims thar arise. .
SETICLE VTTY

The Feinsurcrs andfor their uvominces shall zt all roasonable times be
errcinled to juspect all books, velwsant records, carrespondence, docume:

. . . . . H -
ans vauachess in che possersion of ¢r accessihle (o cthe Agent. ard in o



vay Sceanzeled i the o T stnent of % loss appiving to this

(A
B
-

Aproatang, T obTeag meniorn her the Ageat v the Reacsured,

can~at be c:slleg upoa o sugply doci-incary evidince other clian

that+vnickh ciicye “hicascives have Teteived,

ARTICLT X
pOALL AL L)

Should the R%ciusurecs

i) ‘ose the vhole or part of its paid-up capital, or
ii) Co into liquidation or a receiver be appointed,

Y

~

the Reassured have the vight to terninate their percicipaticn in this
Coutract forthwith by giving notice in writing ta tha Reinsurers, and

the Reinsurers shall have the same right vis a vis the Resssured.

In order to sccure the Peassured in the event of liquidation, either
voluuntary or cocpulsory of the Beinsurers ov in the event or ar’
default by the Reinsurers in perform.nce of any of their cbligacions
under chis coutract, +ny further monies which may aiter th: occurience
of any of thc events contemplated in this clause be availavle for or
credited to or clzimable Ly the Reinsurars shall be held upon trust foy

the Reassured as sole and abeolute beneficiasries.

ARTICLL X
It iz hereby understood aud agreed that zny amendments and/or
altorations to this Contract that are agreed eitizv by corrcspondence

and/ov Brokers Slip Endorsements shall be automaticxlly binding

hernor znd st:all be considered ac forming an integrz=l part heveof.



ARYICLI XU
This Contract it acgotizica chroygh iizrrington, Auitin Limited,
2/12 t1lson Streat, Zondon ECIM 27T rhiougl whom all correcpoudencs

betuwecen parties koreto shail be zddressed.
P

i\_RTICl F XII

It is hereby daciared ard agrced thet any ioadvertent delays, erve.s
or omissions mede ir ccancection with this Contrace shall net be held
to relieve either of cthe partiecs hereto frem any liabilivy vwhich would
have attached to thee hercunder if such delay, error or omission had
not occured and it is further agreed that in 2ll things coning vithin
the scope of this Contract the Reinsurers shzll slare Eo the-cxtcnt

of their interest the fortunes of the Reassured.

Nevertheless it is understcod and agreed that any such delay, error

or omission shzll be vectified as roun afrer its discovery as possidle.

ihe Reinsurers acknowledge having made the enquiries and inspections
referred to in RECITAL (4) hercof unconditionslly waive and celease
any present or futurae vight to 2veid er terminate this Contrvact, for

nou~disclosure, mistepregentatioa oy sny other cause whatever,

ARTICLE XII1
(1) All matters in difference betucen the Reassured and the
Reinsurer (hereinafter referved to as “rhe Parties") in relation to

this Agreement, including its formstion and validity, snd vhether

arising during ov after the period of this

referred Lo an arLitratien tribunal in the meonee hereinafter set oaut.

-7 -



{2) Unlees the partics agree upon & single arbiirator wizhin
thirty Cays el onc weceiving ' written request feca the other for

arnitration, the claimant (the parry requesting articrztion) shall

appoiat his arbirracor and give wvritten notice-theréq[ to the
respondent. Withip thircy days of receiving swck rotice the vespondent
shall appoint his crbitrator and give written notice thereof to che |
Asimane, failing uvhich the 2laimant may apply to the appointor

hereinafter named to ncminate an arbitrator on beha'f of the respoadent.

N Should cthe atbitratorx fail to agree, then they shall within

thirty days of such disagreemont appoint an umpire to whow the matrer
in difference shall be referred. Should the ardirrarors fail wichin
such period to appoint an umpire, then either of them or either of

the parties may apply to the zppointer for the appointment of the

umpire.

o] e . - 13
%) Unless the parties otherwise agree , the acbitration tribunal
shall consist oi persons employed or engaged in a senior position im

insuranee or reinsura.ce underwritiog.

s) The arbitration tribunzl shall have po&er to fix all procedurai
rules for the holding of the arbitration including discretionary pover
to mske orders as to any macters vhich {c may consider proper in the
circumstances of the case vith regard to pleadings, discovery, inspectic
of documents, examination of witnesses and any other matter whotsoever
relating to the conduct of the arbitration and_may receive and acc upce

such cvisdonce whether oral or written strictly admissable or not as it

shall in its discretion think fit.



for the time being of Lloyd's or the Institute of London Underwrters

(72) The seat of the arbitretion shall be in LONDON

acd the arbitraticn trilunal shzll apply the laws of ENGLAND

as the proper 'aw of this Agrecment.

(71 The award of the arbitration tribunal shall be in wi-ting
and binding upon the p.riies who covenant to carty out any award.
the other may apply for its enforcemant to 3 Court of Compeient
Jurisdiction in any revritory in which the party i;defa'ult is

dsmiciled or hes assct:z or carries on business.

Yirtrombergiftha

F ersicharung AG in Stutigart

P aeaiusand

- Stuttgert, 15th April,1977
Signed: WURTTEMBERGISCHE FEUERVERSICHER

¥C ALG.

%"M-

RUME 'INSURANCE CO:PAITY -



e acknowledge that we are fully aware of and (having been so

requcsted by the Reasstred and the Yeinsurers) consent to the QIrangesent:
proposed in this Contract. We undertake to carry out the obligations
under this Coptrack which fall on ocurselves and to send accounts

!
‘to deal with them in all respects.

to the Howa Insurance Company an

o=l SES Sl
[X] N
FY /

Signed: M.E. RUTTY UNDERWRITING AGENCIES LITD.

We will from now od deal only with M.E. RUTTY UNDERWRITING AGENCIES L7D.

iffzéai;:’ ¢ Gch—

Signed: HCME INSURANCE COMPANY
s -



WUSTENROT & WURTTEMBERGISCHE
AG

THE HOME INSURANCE COMPANY

APPENDIX 2
TO SETTLEMENT AGREEMENT

HFWLDN\3013306-1



No. /(¢ of2003

IN THE HIGH COURT OF JUSTICE O,
N
CHANCERY DIVISION %g{‘“
N Z
COMPANIES COURT APE T R
ENTERE o,
MR JUSTICE PUMFREY W

_ 'The $th 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 Insirance Compmy (“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 et & can, o rmﬁ:‘m-.bh

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

(ifi) to Serthrwith issue an Ordinary Application in the form of a draft Ordinary Application
presented to the Court :

" IT IS ORDERED THAT Garcth Howard Hughes and Margaret Elizabeth Milis both
Chartered Accountants and Licensed Insolvency Practioners of Brnst & Young LLP of Becket
House, 1 Lambeth Palace Road, London SE1 7EU be appoinied 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 cither or both of the above mentioned Joint
Provisional Liquidators .

London-3/1115690/06 - HO225/00124




