UNITED STATES DISTRICT COURT 0 8
SOUTHERN DISTRICT OF NEW YORK

NATIONAL INDEMNITY COMPANY,

Plaintiff,

VS.

GREENWICH STREET INVESTMENTS II, L.L.C.,:
GREENWICH STREET CAPITAL PARTNERS 11, :
L.P.,, DP HOLDINGS L.L.C., DUKES PLACE
HOLDINGS L.L.C., DUKES PLACE HOLDINGS
LTD., DUKES PLACE HOLDINGS, L.P,

ENSTAR GROUP LIMITED, and ENSTAR (US),
INC.,

Defendants.

PRELIMINARY STATEMENT

1. Plaintiff National Indemnity Company ("NICO") seeks damages arising
from (a) breaches of fiduciary duties by Defendants; and (b) Defendants' intentional
interference with NICO's contract rights and business relationships.

2. The Defendants' misdeeds as described in this Complaint arise from a
conspiracy to deprive NICO through tortious means of its contractual rights with two
other insurance companies, Seaton Insurance Company ("Seaton") and Stonewall

Insurance Company ("Stonewall").

THE PARTIES

3. Plaintiff NICO is an insurance company organized under the laws of the

state of Nebraska, with its principal place of business in Omaha, Nebraska.

4. Defendant Greenwich Street Investments 11, L.L.C. ("GSC Partners") is a

group of private equity/hedge fund investors who possessed no meaningful experience in



the insurance or reinsurance industries prior to the events outlined in this Complaint.
Among the individuals at GSC Partners that were/are involved in the events described
herein are Fred Eckert, Sanjay Patel, Matthew Kaufman, and Mayur Patel. GSC Partners
is organized under the laws of the state of Delaware, with its principal place of business
in Florham Park, New Jersey.

5. GSC Partners owns Defendant Greenwich Street Capital Partners II, L.P.
("Greenwich Fund"), which is a hedge fund. Greenwich Fund is organized under the
laws of the state of Delaware, with its principal place of business in Florham Park, New
Jersey.

6. Defendant DP Holdings L.L.C. is organized under the laws of the state of
Delaware, with its principal place of business in Florham Park, New Jersey.

7. Defendant Dukes Place Holdings L.L.C. is organized under the laws of the
state of Delaware, with its principal place of business in Florham Park, New Jersey.

8. Defendant Dukes Place Holdings Ltd. is organized under the laws of
Bermuda, with its principal place of business in Hamilton, Bermuda.

9. Defendant Dukes Place Holdings, L.P. is a Bermuda Exempted Limited
Partnership that was formed in 1996 for the specific purpose of acquiring insurance and
reinsurance companies that are in claims "run-off" (i.e., companies that no longer issue
policies). (Dukes Place Holdings, L.P., DP Holdings L.L.C., Dukes Place Holdings
L.L.C. and Dukes Place Holdings Ltd. are collectively referred to herein as "Dukes
Place").

10.  GSC Partners is the general partner of Greenwich Fund. Greenwich Fund

holds an 89.34% interest in Defendant DP Holdings L.L.C. Greenwich Fund is a



managing member and general partner of DP Holdings L.L.C. Greenwich Fund and DP
Holdings L.L.C. together own 100% of Defendant Dukes Place Holdings L.L.C., with
Greenwich Fund holding a 1% interest and DP Holdings L.L.C. holding a 99% interest.
Greenwich Fund is a general partner of Dukes Place Holdings L.L.C.

11.  Dukes Place Holdings L.L.C. owns 100% of Defendant Dukes Place
Holdings Ltd. Dukes Place Holdings Ltd. is a corporation organized under the laws of
Bermuda to act as the general partner of Defendant Dukes Place Holdings, L.P., and
holds a 1% interest in Dukes Place Holdings, L.P. DP Holdings, L.L.C. holds the
remaining 99% interest in Dukes Place Holdings, L.P.

12: In 1996, GSC Partners was involved in the formation of Dukes Place
Holdings, L.P. The direct owner of Dukes Place Holdings, L.P. is the Greenwich Fund.

13. Each of the Dukes Place entitics owned by GSC Partners and Greenwich
Fund is a shell corporation whose sole purpose is to hold stock of other entities owned by
GSC Partners and Greenwich Fund. Dukes Place is dominated and controlled by
Defendants GSC Partners and Greenwich Fund. (GSC Partners, Greenwich Fund and all
of the Dukes Place companies named as Defendants are collectively referred to as the
"GSC Entities.")

14. Dukes Place Holdings, L.P. owns 100% of the stock of Stonewall
Acquisition Corporation, a shell corporation that owns Seaton and Stonewall. Stonewall
Acquisition Corporation was created on or about July 21, 2000, and 100% of the stock of
Seaton and Stonewall was transferred to Stonewall Acquisition Corporation on or about

September 29, 2000.



15.  Defendant Enstar Group Limited ("Enstar"), formerly known as
Castlewood Holdings, Ltd., is a holding company formed in 2001 for the purpose of
holding a number of subsidiaries in the business of administering claims against
insurance companies in run-off. Enstar is organized under the laws of Bermuda, with its
principal place of business in Hamilton, Bermuda.

16. Defendant Enstar (US), Inc., formerly Castlewood Holdings (US), Inc.
("Castlewood"), is the U.S. subsidiary of Enstar, organized under the laws of the State of
Delaware, with its principal place of business in Warwick, Rhode Island.

17.  Seaton and Stonewall are shell corporations that do not have any
employees. All of their officers are employees of Castlewood. All of their directors are
employees of either Castlewood or the GSC Entities. At all times relevant to this
Complaint, Seaton and Stonewall were owned by the GSC Entities, and have been

administered by Castlewood.

JURISDICTION AND VENUE

18.  Jurisdiction is appropriate under 28 U.S.C. § 1332 in that there is complete
diversity of citizenship and the amount in dispute, exclusive of interests and costs, is

greater than $75,000.
19.  Venue is appropriate in this Court pursuant to 28 U.S.C. § 1391 in that the

Defendants' bad faith conduct culminated in concluded arbitrations, in which NICO

prevailed, that were conducted in New York, New York.



GENERAL ALLEGATIONS

Dukes Place's Purchase of Seaton and NICQO's Reinsurance of Seaton

20. Pursuant to a Stock Purchase Agreement dated November 20, 1998, Dukes
Place purchased Unigard Mutual Insurance Company (later renamed Seaton Insurance
Company) from John Hancock Mutual Life Insurance Company.

21. At that time, Seaton was no longer actively writing policies. Instead, its
business was confined to running off its existing insurance and reinsurance liabilities and
collecting its own reinsurance. Seaton's liabilities and expenses were paid from reserves
it had set aside for this purpose and from reinsurance collected on its reinsurance.

22.  Inorder to accomplish its goal of purchasing Seaton, Dukes Place was
required to obtain approval from the State of Washington Office of the Insurance
Commissioner, which at that time had supervisory authority over Seaton.

23.  Inits application for approval, Dukes Place stressed that its acquisition of
Seaton had as an integral element significant retroactive reinsurance coverage that it had
asked NICO to underwrite in order to support the acquisition.

24.  Pursuant to an Aggregate Retrocession of Loss Portfolio Agreement
effective on or about March 29, 1999 (the "Seaton Reinsurance Agreement," attached as
Exhibit A), NICO provided $327 million (later increased to $350 million) of reinsurance
coverage to Seaton for all of Seaton's liabilities, including allocated loss adjustment
expenses, declaratory judgment expenses and loss payments on all of its insurance and

reinsurance business. Seaton also agreed to pay NICO $100,000 per year to assist in the

administration of claims.



25.  The Seaton Reinsurance Agreement provided enormous coverage that
few, if any, insurers other than NICO were able to provide. NICO assumed up to $343
million in Seaton liabilities on insurance business already written.

26.  This reinsurance coverage exposed NICO to large risks potentially without
sufficient premium or investment income to cover those liabilities. Accordingly, in
entering into this agreement, NICO was reliant upon the good faith of Seaton and its
Oowners.

27.  Inorder to protect NICO's interests, the parties agreed in Article 18 of the
Seaton Reinsurance Agreement that "[i]n undertaking the obligations and responsibilities
described herein, [Seaton] and Claims Servicer will have a fiduciary duty to act in utmost
good faith to the interests of [NICO]."

28.  Also in order to protect NICO's interests, the Seaton Reinsurance
Agreement gave NICO the right, inter alia, to approve all claims payments over
$250,000.

Dukes Place's Purchase of Stonewall and NICO's Reinsurance of Stonewall

29. Pursuant to a Stock Purchase Agreement dated May 5, 2000, Dukes Place

agreed to buy Stonewall.

30. Dukes Place expressly conditioned its purchase of Stonewall upon NICO's
agreement to provide retroactive reinsurance coverage similar to that issued to Seaton. In
its application for approval of the acquisition to the Ohio Department of Insurance, Dukes
Place stressed that Eastgate Group Limited, an outside entity, would be providing
administrative services to Dukes Place, supported by NICO's assistance in the

administration of claims:



In consequence, in administering the settlement of claims
and the collection of the reinsurance recoveries, Eastgate
management and staff will liaise with designated
management of National Indemnity to ensure that: (a) all
claims made upon Stonewall are properly adjusted and
settled as and when they fall due for payment in accordance
with policy terms and conditions; and (b) reinsurance
recoveries from third party reinsurers are properly
processed and collected as they are generated following
settlement of underlying claims.

Dukes Place believes that the combination of the resources,
experience and expertise of Eastgate, supported by its
parent corporation Eastgate Group Limited, backed up by
the support of National Indemnity, will ensure that the run-
off of the liabilities of Stonewall is fully resourced and well

managed.

31.  NICO executed an Aggregate Reinsurance Agreement with Stonewall (the
"Stonewall Reinsurance Agreement,” attached as Exhibit B) on or about May 5, 2000.

32. Pursuant to the Stonewall Reinsurance Agreement, NICO provided
reinsurance coverage for all of Stonewall's liabilities, including allocated loss adjustment
expenses, declaratory judgment expenses and loss payments, up to a limit of $240 million
on insurance policies that Stonewall had already written.

33. The Stonewall Reinsurance Agreement provided enormous coverage that
few, if any, insurers beyond NICO were able to provide.

34.  This reinsurance coverage exposed NICO to large risks potentially without
sufficient premium or investment income to cover those liabilities. Accordingly, in

entering into this agreement, NICO was reliant upon the good faith of Stonewall and its

owners.

35. Article 18 of the Stonewall Reinsurance Agreement ("'Standard of Care")

states that "[i]n undertaking the obligations and responsibilities described herein,



[Stonewall] and Claims Servicer will have a fiduciary duty to act in utmost good faith to
the interests of [NICO]."

36.  Under the Stonewall Reinsurance Agreement, NICO has the right to
associate in all claims and to approve claims above $150,000. Moreover, by subsequent
letter agreement, Stonewall agreed to pay NICO $50,000 per year to assist in
administration of Stonewall's claims, which amount was in addition to the $100,000
already being paid to NICO for assisting in the administration of the Seaton claims.

Dukes Place Retains Eastgate to Conduct the Run-off of Seaton and Stonewall

37.  Atthe time of the acquisition of Seaton and Stonewall, Dukes Place had
no employees whatsoever and no officers or directors with insurance or reinsurance
experience. Likewise, after the acquisition by Dukes Place, Seaton and Stonewall had no
employees.

38. Seaton, Stonewall and Dukes Place were under the domination and control
of GSC Partners and Greenwich Fund.

39.  Inorder to conduct their business strategy, the GSC Entities caused Seaton
and Stonewall to enter into agreements with Eastgate Group Limited ("Eastgate"), later
renamed Cavell USA, Inc., for the administration of the Seaton Reinsurance Agreement
and the Stonewall Reinsurance Agreement (collectively, the "Reinsurance Agreements").

40. The Agreement Relating to Administration of Run-Off Business between
Seaton and Eastgate (the "Seaton Administration Agreement") declared Eastgate to be the
"Claims Servicer" for Seaton's claims, but gave recognition to the fact that NICO would
have day-to-day involvement in the settlement of claims:

Eastgate will provide a representative of NIC with full time

access to the Company's offices and records and to allow
such representative to monitor the payment of claims and to



assist Eastgate and the Company in the settlement of such
claims. In addition, Eastgate will pay NIC for all salary,
benefits and like costs and expenses associated with such
representative, but not more than $100,000 per annum.

41. Stonewall likewise entered into an Agreement Relating to Administration
of Run-Off Business with Eastgate ("Stonewall Administration Agreement"), declaring
Eastgate to be the "Claims Servicer" for Stonewall's claims.

42.  Article 4 of the Seaton Reinsurance Agreement expressly provides that
NICO has complete control over the retention of any third-party entity to handle and
administer Seaton's claims and that NICO would assume control over the adjusting of
Seaton's liabilities should Dukes Place cease to own a controlling interest in Seaton.

43.  Article 4 of the Stonewall Reinsurance Agreement likewise expressly
provides that NICO has complete control over the retention of any third-party entity to
handle and administer Stonewall's claims and that, in the event Dukes Place should cease
to own a controlling interest in Stonewall, then (other than Stonewall itself), no other
party could administer Stonewall's claims without NICO's consent.

44.  Article 18 of both the Seaton Reinsurance Agreement and the Stonewall
Reinsurance Agreement provides that Eastgate, as Claims Servicer under the agreements,

owes a fiduciary duty to NICO:

In undertaking the obligations and responsibilities
described herein, the Reinsured and Claims Servicer will
have a fiduciary duty to act in utmost good faith to the
interests of [NICO].

45. Both the Seaton Administration Agreement and the Stonewall
Administration Agreement expressly authorize Eastgate to sub-delegate any of its

respective responsibilities to third parties.



Dukes Place Decides to Sell Seaton and Stonewall

46. In 2003, Dukes Place caused Seaton and Stonewall to change their
respective states of domicile to Rhode Island from Washington and Ohio. In 2004, the
owners of Stonewall and Seaton applied to the Rhode Island Department of Business
Regulation (the "Rhode Island Insurance Department") for a dividend of at least $25
million.

47. The Rhode Island Insurance Department never approved the request for a
dividend.

48. Sometime after it made the request for a dividend, Dukes Place
endeavored to sell Seaton and Stonewall in order to extract its capital investment and
profit from the transaction.

49. The GSC Entities began to solicit interest from prospective buyers.

50. Sometime in the summer of 2005, the GSC Entities found a conditional
buyer in what was then known as Castlewood Holdings (US), Inc., now Enstar (US), Inc.
(hereafter, "Castlewood").

51. The GSC Entities on the one hand, and Castlewood on the other hand,
originally intended for Castlewood or an affiliate to purchase 100% of Stonewall
Acquisition Corporation, which was and is the immediate corporate parent of both Seaton

and Stonewall.

52. Castlewood's intent in purchasing 100% of Seaton and Stonewall was to
become Claims Servicer for Seaton and Stonewall and to extract fees from those

companies for that service.

53. Thereafter, the GSC Entities on the one hand, and Castlewood on the other

hand, came to the realization that — upon a 100% sale of Seaton and Stonewall — the
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Reinsurance Agreements required that NICO have the right to approve a new Claims

Servicer or become Claims Servicer itself.

54. The GSC Entities on the one hand, and Castlewood on the other hand,
recognized that Castlewood could not purchase more than 50% of the Companies without
triggering NICO's absolute right under the Reinsurance Agreements to become Claims
Servicer, thus precluding Castlewood's access to claims servicing fees.

55. Because Castlewood wanted to earn the fees for itself, NICO's contract

rights rendered Seaton and Stonewall "unsaleable" in the view of the GSC Entities and

Castlewood.

56.  Despite concluding that Seaton and Stonewall were "unsaleable," starting
around November 2005, Castlewood and its attorneys began conducting due diligence in
Eastgate's offices for the purported purpose of determining whether Castlewood would
purchase Seaton and Stonewall.

57. At the direction of GSC Partners and Greenwich Fund, Dukes Place
represented to NICO that Castlewood would be performing routine due diligence for the
purpose of potentially acquiring an interest in Seaton and Stonewall.

58. At the direction of GSC Partners and Greenwich Fund, Dukes Place
requested that NICO's representatives cooperate with the Castlewood due diligence and,
in particular, that NICO's representative Thomas Ryan agree to be interviewed by
Castlewood's representatives about the conduct of Seaton's and Stonewall's claims

administration.

59. On or about December 14, 2005, Mr. Ryan was interviewed at length by

attorneys for Castlewood.
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60.  NICO and Mr. Ryan believed that Mr. Ryan was being interviewed for
purposes of legitimate due diligence and therefore Mr. Ryan was not represented by
counsel at this interview.

61.  NICO has since learned that — prior to this interview — the GSC Entities
and Castlewood had agreed to "build a case" against NICO for purposes of coercing
NICO to relinquish its contract rights, thereby clearing the way for the sale of Seaton and
Stonewall to Castlewood.

62.  The interview of Mr. Ryan was conducted under false pretenses.

63.  Attorneys for Castlewood and the GSC Entities who conducted the
interview of Mr. Ryan were adverse to the interests of NICO and Mr. Ryan at the time of
the interview, but never revealed their adversity.

Dukes Place and Castlewood Hatch a Scheme to Coerce NICO into Relinquishing
Its Contract Rights

64. What NICO and Mr. Ryan did not know at the time of the December 14,
2005 interview was that, in the fall of 2005, the GSC Entities on the one hand, and
Castlewood on the other hand, had agreed to a scheme designed to improperly coerce
NICO into relinquishing its contractual right to be Claims Servicer of Seaton and
Stonewall in the event of a change of control of Seaton or Stonewall.

65. On September 13, 2005, Paul O'Shea of Castlewood wrote a memorandum
to Mayur Patel of GSC Partners, Greenwich Fund and Dukes Place, outlining the joint
strategy for depriving NICO of its contract rights:

+ Integral to our being prepared to purchase Seaton and
Stonewall is you agreeing to change manager of Seaton,

Stonewall and Cavell immediately on the signing of the
term sheet for sale of Seaton and Stonewall.

12



* Together, Castlewood and Dukes Place need to agree a
strategy to inform Berkshire Hathaway of your intention to
sell Seaton and Stonewall to us and for Castlewood to meet
with them to ensure that they do not exercise their right to
take the management of the companies in-house for
themselves.

66. Mr. Patel reported the scheme in a December 21, 2005 e-mail that
memorialized his discussions with Mr. O'Shea. Mr. Patel first reported that Castlewood
proposed that it be permitted to purchase only 49% of Stonewall (and 0% of Seaton), to
"get control of all information" and then "approach NICO regarding a change of control.”

67. Mr. Patel responded to Castlewood's proposal by declaring the
requirement of the GSC Entities that Castlewood and its attorneys build a case against
NICO in order to coerce NICO into relinquishing its contract rights:

I told him that we don't want to sell less than 100% of
stonewall and then discussed a put call structure at the same
price for the 51% to technically get us to the same place. |
told him that we would think about it but preferred to focus
on building a case against nico to force them to allow the
stonewall transfer so that we could sell 100%. Rick/dan,

we should see if smart can get started any sooner than jan
so that we can build a case against nico asap.

68.  Castlewood accepted and agreed to the proposal of the GSC Entities to aid
and abet the breach of Seaton's and Stonewall's fiduciary duties to NICO and to interfere

with NICO's contract rights and economic advantage.

69. On or about January 18, 2006, Seaton and Stonewall each entered into an
Agreement Relating to Administration of Run-Off Business with Castlewood
("Castlewood Administration Agreements"), whereby Castlewood agreed to administer

the Seaton and Stonewall Reinsurance Agreements.

70. Section 2.2 of the Stonewall Castlewood Administration Agreement

(attached as Exhibit C) provides:
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Castlewood warrants that it has read the Reinsurance
Agreement in its entirety, that the Reinsurance Agreement
creates various rights and obligations with respect to the
Run-Off Business between [Stonewall], on the one hand,
and NIC, on the other. Castlewood agrees to administer the
Reinsurance Agreement consistent with [Stonewall's] rights
and obligations under the Reinsurance Agreement.

71. Likewise, Section 2.2 of the Seaton Castlewood Administration

Agreement (attached as Exhibit D) provides:

Castlewood warrants that it has read the Reinsurance
Agreements in their entirety, that the Reinsurance
Agreements create various rights and obligations with
respect to the Run-Off Business between [Seaton], on the
one hand, and National Indemnity Company ("NIC"), on
the other hand, and that Castlewood will at all times cause
the services to be performed in a manner consistent with
[Seaton's] rights and obligations under the Reinsurance
Agreements.

72.  Among Seaton's and Stonewall's obligations under the Reinsurance
Agreements is the "fiduciary duty to act in utmost good faith to the interests of [NICO]"

found in Article 18.

73.  Castlewood formed an affiliate, Virginia Holdings Corporation, which,
together with Dukes Place (acting under the direction of principals of GSC Partners and
Greenwich Fund), entered into a Stock Purchase Agreement ("Castlewood SPA™) on June
16, 2006, contractually binding Castlewood to coerce NICO to relinquish its right to be

Claims Servicer:

The parties shall each use commercially reasonable efforts
to cause Castlewood US to obtain, as expeditiously as
possible, (i) [NICO's] consent to Castlewood US, or an
Affiliate of Castlewood US, serving as the Claims Servicer
(as such term is defined in the Stonewall Reinsurance
Agreement) and (ii) [NICO's] waiver of its right to become
the Claims Servicer (such consent and waiver, collectively,
the "Reinsurer Consent"), with such Reinsurer Consent to
be in a form mutually acceptable to Seller and Purchaser.
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For purposes of the covenants contained in Section 5.10,
time is of the essence.

74.  The Castlewood SPA thus requires Castlewood to use its best efforts to

force NICO to relinquish its contract rights.

75.  Under Defendants' scheme, if NICO could be forced to give up its contract
right to be Claims Servicer, then Castlewood would purchase 100% of Seaton and
Stonewall from Dukes Place.

76.  The GSC Entities agreed to allow Castlewood to use, without any
limitation whatsoever, the policyholder surplus of Seaton and Stonewall for the purpose
of coercing NICO to relinquish its contract rights.

77.  With the permission of the GSC Entities, Castlewood has spent millions of
dollars of Seaton's and Stonewall's funds for the purpose of advancing spurious claims
against NICO to effect the scheme.

78.  The expenditure of these funds is an abuse of Seaton's and Stonewall's
surplus that has had the effect of depriving Seaton's and Stonewall's policyholders from
the benefit of these funds.

79.  Dukes Place (at the direction of GSC Partners and Greenwich Fund) and
Castlewood further agreed in the Castlewood SPA that, if they were successful in
obtaining a monetary award of damages from NICO, these funds would become the
property not of Seaton or Stonewall (despite the fact that Seaton and Stonewall were
funding the litigation against NICO), but would be equally split between Castlewood on
the one hand, and the GSC Entities on the other hand.

80.  The parties to the Castlewood SPA agreed that they would exercise their

best efforts to obtain permission from the Rhode Island Insurance Department for Seaton
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and Stonewall to pay any monetary damages obtained from NICO to Dukes Place and
Castlewood as a dividend within 15 days after receipt of any such damages.

NICO Seeks Documents from the Defendants and Defendants Improperly Refuse,
Thus Necessitating NICO's Demand for Arbitration :

81. After the interview of Mr. Ryan, NICO became increasingly concerned
that the GSC Entities were not acting honestly and in good faith towards NICO. This
was confirmed in a meeting between a representative of NICO and counsel to the GSC
Entities, who confirmed that they wished to sell Seaton and Stonewall and that they
wished NICO to comply with actions necessary to achieve the objectives of the GSC
Entities.

82.  In an attempt to lend ballast to claims by the GSC Entities that good faith
grievances had been developed by the GSC Entities about NICO's work on the Seaton
and Stonewall portfolios, counsel to the GSC Entities complained that the manner in
which NICO had indisputably reduced the legal fees incurred in defending claims against
Seaton and Stonewall was objectionable.

83. Pursuant to the Access to Records clauses in the Reinsurance Agreements,
NICO sought access to records that might shed light on the true interest of Castlewood.

84. Seaton and Stonewall, at the direction of the GSC Entities, denied NICO
access to any records or documents whatsoever, thereby concealing their scheme against

NICO.

85. As a result, on January 4, 2006, NICO served separate arbitration demands
against Seaton and Stonewall pursuant to the arbitration clauses in the Reinsurance

Agreements, seeking access to documents that might shed light on the true interest of

Castlewood.
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86.  NICO supplemented its arbitration demands on May 22, 2006.

87. On June 22, 2006, Seaton and Stonewall each separately counterclaimed
against NICO in the two arbitrations, seeking, inter alia, (a) rescission of the Reinsurance
Agreements with NICO; (b) the right to service the claims; and (c) the right to collect

amounts due from third-party reinsurers.

Defendants Engage in Misrepresentations about NICO to the Rhode Island
Insurance Department

88. In the Spring and Summer of 2006, representatives of the GSC Entities on
the one hand, and Castlewood on the other hand, were making ex parte representations to
representatives of the Rhode Island Insurance Department regarding NICO's handling of
Seaton and Stonewall claims.

89.  In the course of these communications, representatives of the GSC Entities
on the one hand, and Castlewood on the other hand, falsely represented to the Rhode
Island Insurance Department that NICO was improperly interfering with the claims
presented to Seaton and Stonewall under policies that they had issued, and that NICO
was acting in its own self-interest and against the interests of Seaton and Stonewall.

90. The allegations made to the Rhode Island Insurance Department were
meant to support false allegations made in anonymous e-mails to the Rhode Island
Insurance Department regarding alleged improprieties in NICO's claims handling.

91. The GSC Entities on the one hand, and Castlewood on the other hand,
represented to the Rhode Island Insurance Department that the anonymous e-mails were
of concern, despite their having concluded internally that they were almost entirely false.

92. Despite the foregoing, the GSC Entities and Castlewood arranged for

counsel to Seaton and Stonewall to represent to the arbitration panels in the proceedings
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then pending that the allegations in the anonymous e-mails would be proven and, in an
attempt to support their legitimacy, that the e-mails had been obtained from a state
regulator, when in fact the GSC Entities and Castlewood had not been informed that any
state regulator could legitimize any of the allegations in the anonymous correspondence.

93. Castlewood and Dukes Place (at the direction of GSC Partners and
Greenwich Fund) engaged an outside consultant to investigate the allegations contained
in the anonymous e-mails. That consultant found no evidence to support any allegations
of improper claims handling by NICO.

94.  The GSC Entities and Castlewood have never informed the Rhode Island
Insurance Department that their own internal analysis showed that the anonymous e-
mails contained false allegations.

Defendants Confirm Their True Purpose to NICO

95. In the fall of 2006, Dominic Sylvester, on behalf of Castlewood, met with
representatives of NICO for the purpose of discussing the demands of the Defendants
against NICO.

96. Although the stated purpose of the meeting was to discuss settlement of
the then-pending arbitrations between NICO and Seaton and Stonewall, no good faith

settlement discussions occurred.

97. Instead, Mr. Sylvester candidly informed NICO that Castlewood was
prepared to pursue very ugly claims against NICO which would not reflect well on
NICO's "AAA" status, and that while he "did not wish to use the word blackmail," he
imagined that NICO would be prepared to pay a premium in order to avoid the airing of

such allegations.

18



Castlewood and Dukes Place Hire Robert Burns to Fabricate Claims Against NICO

98. Robert Burns was an employee of Eastgate who was terminated on
November 17, 2005. Mr. Burns was thereafter unemployed.

99. Castlewood's attorneys interviewed Mr. Burns to see if he would be
willing to testify adversely to NICO if offered a job by Castlewood.

100.  Upon completion of the interview, counsel for Castlewood reported to
Defendants that Mr. Burns was indeed willing to testify against N1CO in return for a job.

101.  With this not-so-tacit agreement in place, Castlewood hired Mr. Burns as
an employee with a single purpose: to testify against NICO in the arbitrations.

102.  Castlewood openly confessed to the Rhode Island Insurance Department
that it hired Mr. Burns because he would be a "creditable witness" against NICO.

103.  Mr. Burns has admitted that he re-created and backdated a claim record
document and inserted it into a Stonewall claim file. The falsified document in question
purported to support Mr. Burns' complaints about how a Stonewall claim had been
managed by NICO.

104.  Mr. Burns also admitted that, while still an employee with Eastgate, he
violated internal controls so that payments could be made to a lawyer involved in a

fraudulent billing scam.

105. When Mr. Burns' complaints about NICO aroused the concern of Seaton's
and Stonewall's auditors, Ernst & Young, Mr. Burns' boss at Castlewood, Robert Carlson,
suggested to Ernst & Young that they disregard Mr. Burns' accusations against NICO

because there were no facts to support them.

106.  Mr. Carlson advised Ernst & Young that Mr. Burns was a person of

"limited scope and professional skills."
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107.  These warnings by Mr. Carlson to Emst & Young about Mr. Burns'
credibility and skill were made by July 15, 2006.

108. Nonetheless, the GSC Entities on the one hand, and Castlewood on the
other hand, caused Seaton and Stonewall to continue to argue to the underlying
arbitration panels in September 2006 and thereafter that Mr. Burns was a credible witness
who would present proof against NICO concerning the very matters that the Defendants
had internally concluded were baseless.

109.  Despite the foregoing, Castlewood retained Mr. Burns until after he
testified against NICO in the Stonewall arbitration.

110.  Shortly after the conclusion of his testimony and almost immediately after
vindication of NICO and repudiation of Castlewood in the arbitrations, on information
and belief, Mr. Burns' employment with Castlewood was terminated.

111.  Thus, at the time Seaton and Stonewall were arguing to the arbitration
panels that NICO's conduct was so egregious that NICO should be stripped of its
contractual right to act as Claims Servicer, the Defendants knew that the allegations were
false, but caused Seaton and Stonewall to make those arguments anyway.

112.  NICO concluded the arbitrations with Seaton and Stonewall in the

Summer of 2007.

113.  The arbitration panels ruled in favor of NICO and these rulings were

confirmed as judgments of this Court in November 2007 (07-CV-10363 and 07-CV-

10349),
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Defendants Reveal that They Seek Leverage Against NICO and Therefore They
Demand Arbitration Against NICO for the Same Relief

114.  Several months after the arbitration awards were confirmed, Seaton and
Stonewall communicated to NICO through a representative that NICO's success in the
arbitrations meant that Seaton and Stonewall would need to again find a new leverage
point — a self-described "silver bullet" — that would convince NICO that it should buy
Seaton and Stonewall at a premium, permitting the GSC Entities and Castlewood to
achieve their financial objectives.

115. As threatened, Seaton and Stonewall, under the domination and control of
Defendants, recently delivered the "silver bullet," commencing new arbitrations seeking
the same relief from NICO and clearly based on the same allegations that were rejected in
the Seaton and Stonewall arbitrations.

COUNT 1

BREACH OF FIDUCIARY DUTY

116. NICO realleges and incorporates by reference the allegations in
Paragraphs 1 to 115 as if fully set forth herein.

117.  Under Article 18 of both the Seaton Reinsurance Agreement and the
Stonewall Reinsurance Agreement, Seaton and Stonewall owed fiduciary duties to NICO.

118. Because Seaton and Stonewall had no employees, they were at all times
dominated and controlled by their owners and parent corporations, Defendants Dukes
Place, Greenwich Fund and GSC Partners. By dominating and controlling Seaton and

Stonewall, these Defendants were obligated to uphold the fiduciary duties owed to NICO

by Seaton and Stonewall.
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119.  Upon entering into the Castlewood Administration Agreements,
Defendant Castlewood agreed to administer the Reinsurance Agreements in accordance
with Seaton's and Stonewall's obligations under the Reinsurance Agreements, including
Seaton's and Stonewall's fiduciary duties to NICO. Castlewood therefore assumed a
fiduciary duty to NICO under the Reinsurance Agreements.

120. NICO is a third party beneficiary under the Castlewood Administration
Agreements by virtue of Castlewood's agreement to accept a fiduciary duty to NICO as
laid out in the Reinsurance Agreements.

121.  As described more fully above, Defendants knowingly and intentionally
entered into a scheme to deprive NICO of its rights under the Reinsurance Agreements.
This scheme was in direct contravention of Defendants' "fiduciary duty to act in utmost
good faith to the interests" of NICO and was in bad faith.

122.  As aresult of the Defendants' scheme and breach of fiduciary duty, NICO
suffered damages.

COUNT 11

AIDING AND ABETTING BREACH OF FIDUCIARY DUTY

123.  NICO realleges and incorporates by reference the allegations in
Paragraphs 1 to 122 as if fully set forth herein.

124, Under Article 18 of both the Seaton Reinsurance Agreement and the
Stonewall Reinsurance Agreement, Seaton and Stonewall owed fiduciary duties to NICO.

125.  Defendants had knowledge of the fiduciary duties owed by Seaton and

Stonewall to NICO.
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126.  As described more fully above, Defendants knowingly and intentionally
aided and abetted Seaton's, Stonewall's and Castlewood's breach of their fiduciary duties
to NICO and deprived NICO of its rights under the Reinsurance Agreements.

127.  As aresult of the Defendants' scheme and breaches of fiduciary duty,
NICO suffered damages.

COUNT III

BREACH OF CONTRACT

128.  NICO realleges and incorporates by reference the allegations in
Paragraphs 1 to 127 as if fully set forth herein.

129.  Upon entering into the Castlewood Administration Agreements,
Defendant Castlewood agreed to administer the Reinsurance Agreements in accordance
with Seaton's and Stonewall's obligations under the Reinsurance Agreements, including
Seaton's and Stonewall's fiduciary duties to NICO.

130.  Pursuant to Castlewood's assumption of a fiduciary duty to NICO, NICO
is a third party beneficiary to the Castlewood Administration Agreements.

131. Castlewood breached the Administration Agreements when it failed to
administer the Reinsurance Agreements in accordance with its fiduciary duty to NICO.

132.  As aresult of Castlewood's breach of the Administration Agreements,
NICO suffered damages.

COUNT IV

INTERFERENCE WITH CONTRACT

133.  NICO realleges and incorporates by reference the allegations in

Paragraphs 1 to 132 as if fully set forth herein.
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134.  Seaton and Stonewall entered into contractual relationships with NICO by
virtue of the Seaton Reinsurance Agreement and the Stonewall Reinsurance Agreement.

135. Defendants at all times were aware of the existence of the Reinsurance
Agreements.

136.  As described more fully above, Defendants knowingly and intentionally
entered into a scheme to deprive NICO of its rights under the Reinsurance Agreements.
This scheme resulted in actual breaches of the Reinsurance Agreements by Seaton and
Stonewall. Defendants' scheme to cause Seaton and Stonewall to breach their contract
tortiously interfered with NICO's rights under the Reinsurance Agreements.

137.  But for Defendants' scheme to deprive NICO of its contract rights, the
Reinsurance Agreements would not have been breached.

138. Defendants' actions in entering into the scheme were improper and
undertaken with malicious intent to deprive NICO of its contractual rights.

139.  As aresult of the Defendants' scheme and breaches of the Reinsurance
Agreements, NICO suffered damages.

COUNT YV

INDUCING BREACH OF CONTRACT

140. NICO realleges and incorporates by reference the allegations in

Paragraphs 1 to 139 as if fully set forth herein.

141.  Seaton and Stonewall entered into contractual relationships with NICO by
virtue of the Seaton Reinsurance Agreement and the Stonewall Reinsurance Agreement.
142.  Defendants at all times were aware of the existence of the Seaton

Reinsurance Agreement and the Stonewall Reinsurance Agreement.
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143.  As described more fully above, Defendants intentionally entered into a

scheme to deprive NICO of its rights under the Reinsurance Agreements and thereby

improperly procured breaches of the Reinsurance Agreements.

144.  Defendants' actions in entering into the scheme were improper and

undertaken with malicious intent to deprive NICO of its contractual rights.

145.  As a result of the Defendants' scheme and breaches of the Reinsurance

Agreements, NICO suffered damages.

PRAYER FOR RELIEF

146. 'WHEREFORE, NICO seeks the following relief:

A.

A judgment for damages, in an amount to be determined at trial,
arising from Defendants' breach of their fiduciary duties to NICO

under the Reinsurance Agreements.

A judgment for damages, in an amount to be determined at trial,
arising from Defendants' aiding and abetting the breach of Seaton'’s

and Stonewall's fiduciary duties to NICO under the Reinsurance

Agreements.

A judgment for damages, in an amount to be determined at trial,
arising from Castlewood's breach of its fiduciary duties to NICO as
third party beneficiary under the Seaton Administration Agreement

and the Stonewall Administration Agreement.

A judgment for damages, in an amount to be determined at trial,

arising from Defendants' improper interference with NICO's
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contractual relationships with Seaton and Stonewall under the

Reinsurance Agreements.

E. A judgment for damages, in an amount to be determined at trial,
arising from Defendants' improper inducement of Seaton and

Stonewall to breach their respective Reinsurance Agreements with

NICO.

F. Such other and further relief as the Court may deem equitable and
just, including costs and attorneys' fees pursuant to 28 U.S.C. §

1927.

Dated: April 30, 2008
New York, New York

Respectfully submitted,

Clyde & Co US LLP

By: £, 47?%%

Michael A. Knoerzer

Thé Chrysler Building

405 Lexington Avenue, 11® Floor
New York, New York 10174
(212) 710-3940

 n—
bricas
Q)O 19

Attorneys for Plaintiff National Indemnity Company
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This Asgregake Retrosession Loass pertfelio Agreement (°Retrscession®] Is
mads between UNIGEARD SECURITY INSTRANCE COMPANY, GSeattle, WRashingcon (the
tReimersed?) and Nationzl Indemmity Compaxny, omzha, Nebraska {(the nReinsuzari),

ARTICLE 1. | PTECTIVE DATE AND TERMS OF AGRESVENT

~Le ERsbrocession shelil incept eon the EEfective Date. This Retrocessicn
shzll expire =t the earlier zf: {i) the payment by Rel=serzex cf the aggregzte
limit of 1izbiliry provided £or ia Arcticle 2 of this Retzocessicn ({“the
Aggregate Limit®); or {ii} the excinguishmesmt of 211 liabilities uvoder all
Tpzurance Pelicies/Reinsurance Copkrasts. The Retrocestica hall be subject to
receipt of 2ll necessaxy approvals from state imgurance regulatory authosities,

ARTICLE 2. AGGESERTE LIMIT

Reinsurer hereby =gress teo raimburse the Reinsnred for Ultimata Net Less

{ paid by the Reinsured up to U.S, $327,000,000 ([Three Hundred Twenry-Seven

#1i11icn United States Doliars). UNDER NO CIRCUMSTANCE WILL TEE REINSURER BE

{ LTAELE- FOR MORE TESN U.S. §327,0080,000 (TERRE EoMORSD TWZNTY~SRVER MILLIOR

MeTED STATEE DOLLARS) IN TER KGORBGATE =Y REASON OF ENTERING INTQ TEIS
RETROCBESION. B

The Reimsuvred and Reinsurer confixrm chat ir is rtheir mutusl inkent that

the Reinsurer!s lizbilicies under rkis Rerrocession fsllow from ang =re
identical ro any and =11 liabilicies of the Reinsnred £or Ulcimate Net Loss
under the Insurance DSolicies/Reinsurence Contzacts, subject to the rtevms,
conditions, exelusions and Aggregate Limirc of this Retrocession.

AZTICLE 3. IXCLTSIONS

A. This Rerzocession shall not cover amy 1izmilisy wnder any InsuTance
Poliey/Reinsurance Contract paid by Reinsured befcre the BIfactive
nare =5 detecminmed ‘by the bocks and recozds of Reimstured or wWhich
should have been booked as paid prisz to the Eifective Data,

3. This Retrocession shall neot ccvex any liakilicy (2} in respect of the
Froud of a directer, cfficer or smployse of the Reinsured and/oz
Claims Servicer acting individuslly o collectively or achting iR

( eollusion with another individual oF carporaticn ez a2x¥ other
organization ©r DRaITY ipvelved inm the preseacatiom, defense orf
{ settlement of any elxim; oz {®) iz raspect =f a2ny tortious zct of the

Reissured and/eor Claims Servicer in bad faith in ;a:::xec:ing witl:z any
ipswrance policies or reipsurance contracts, met reinsured hereuncer.

. This ‘Retrosesgicn shall nst cover =23Y TUpalloezted Loss R4juscment
Expense.

D. 7This Retrocession’'shsll et cover =1y pelicyhelder dividends or refurn
premiums except to the exvent Reinstred receives a full a=d Eimal
—elease fxom the Insured in consideration of such retusn DIemium.

5. This Retrocessisn shall not cover =3JY E& wherher the Iax is
denominated ms 2n income TEx, excise REX, premimm b=x, swrplus lines
tax or =y other tex ASSessSmalt.

©., Thiz Retrocessicn shall pot covex aTY lizkiliry of Reinsured under

. iosuranca or reinsuvence comezacts, pelizies ox mimgers included i

the FASR Book whickh zelate to an occuIrence an &r z2fter Jazmery 1.
2878 o, for claimsg mede covesage, 2 «1pim made m or a2fter January 1,
1578. Witk respert to the FAER Book, rhis Retzocessicn excludes any

2 e 12
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lizbiliry of the Reiosursd undex ipsurance ©fF reinsuralce sonbIadts
ssued afcer Jepuasy 1, 1277,
mhis Retrocession shall mot cover amy lizkiliey of reinsured under

imsurzmee oy reipsurance teptrasts, polieies orx bindecs included in
che BR Sook whickh zelabe to an ocgurTance ok oT zfter Jzouary 1, 1587

cr, £er clzims made coverage, 2 clzim made on or after Jamuary 1,
1887. With zespeet to the EA Book, chis Retrocession excludes an

lizkility of the Reinsured under insurence c©r reinsuTanckE CSnETacts
isgued =fter Saemusxy i, L1887,

This Bacrocessioca shall not cover amy 1dzbilivy excludad in the
Inguranes Policies/Reinsurznce Contzasts or 28 othexwise agxeed
between the Reinmsured a=d Eeinsuver.

ARTICLE 5, DETINITIONS

A,

Wherever used 3in this Retrocession, the term nInsurance Policy/
Reinsurance Contract” shall mezn =any and 211 rinder=, insurzance
policies, conbracts of insurance or Teinsurance znd Tenewals oT
modifications therecf and all endorsements or ridexs therste faz which
meineured insured or reinsured any portlen of the xisk {f sush
imsurance or reinsuranse was included in the FASR Book prior to oX on
December 31, 1877, or in the RA Book pricrz to ar on December 31, 1288,
The Beinsured shall be the ssle judge 3s Lo what cemstitutes a claim
or less covered by the Insurance policies/Reinsurance Contxracts
soinsured moder this Retrocession and as to the Reinsured’s liabdlity
thereuvnder 2nd as to the amount oX amounks whirkh ik shall be pTOper
for the hReinsursd to pay thereunder, and the Reinsurer shall be bound
by thke xeasocnsble, good faith judgemsnt of the EReinsured as o the
1izhility and obligatien of the Reinsursd under the Insuraace
Policies/Reinsurance ConITacts reinsured mnder rhis Retrocession,
subject Te the terms, exclusions =nd conditions herect. Furthermore,
the Eeinsured shzll be the sole judge as te whether a kinder, policy
of sinsurznce, cgokract cof insurazce, —~enewals or mocificstions
therecs, or endarsements ox Tiders Thexets aIe inmelnded within the
TASR Sook or the RA Book (suject Lo che terwms, exclusions and
condiviens hereof}, =and the Feimsurer ghall be bound by the
ressonahle, good fzith judgement of the Reimsured in this regesd.

Whereve= used in this Retrocession, the cexm =FASR Book® shall wmean
amy and all binders, policies of insuraonee and coptracts  of
reinsurance aad .repewals and modifications thexresf and 211
encorsements or xiders thereso for whickh the Redlnmsuwed insures or
reinmsures any pertion of the risk written amd wmick are ineluded
vithin the Facultative and Special Risks ("Allen Miller®) Book.

Wherever uged in this Rerrocession, the texm »RA Dook® shall mesx amy

amd =11 binders, tcoztrecks <©f reinsuranoe and renewals axnd
modificaticons thereof znd 2ll endorsements o cidews thereto for which
rhe Reimsured reimsures axy portion of che risk written and which =xe
included in rhe Reinsursnce Assumed Boak.

staprever used in thisz Retrocession, the t=rm rglrimate Wet Less! shall
meam tbst sum which has in fact been paid ky the Reinsured o= ©F
=frer the Effpctive Dake, ip ssctlement o sstiofacrion of Underlying
Cleims =frer meking geducciens Lor =11 salvege, Bubrogatice=,
reinsurznee collected zmd sny other applicatle £uody  held, trwst
fumds, claims againskt impelvent estates, lerters of c—edit or otheXr
applicable security 23 and when such feductions =XE ccaverted to cash
by the Reinsuxed, Ultimate Ner Loss shzl: imciunde zny lisbilities on
the Reinsured for =ay terzicus acts o aay 2cricn of the Reimsuxad in
bag faith, exsept as set forth in Artiecls 3(2). Tltimate Net Loss
sm=1l include Alloecated Loss Afjustment ExDenss: and all such costs
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ipourred in =ompectien with cocvexage disputes includine justifiable
iicigstion and grkicracicn costs. Uitimabte Ner Leoss shail net include
Unallocated Loss Adjustment Expense.

. Wharever used in this Retrocession, the term 13llozakted loss
adjustment Expenses® sh=ll mesn 211 ceuss, axbirracioz, medizticn or
other dispute resclutiosn CO8TS, zreornevs! £eea, erpensa2g8, Coosis
{including but not limired to the costs =f supersedeas zud agpeal
bonds) and pre- and post-judgwent interest {excluding acy overhead,
internal coscs, staff costs =2nd similar expenses of rhe Reinsured of
the Claims Servicer zmd exelnding any Zfees of the Claims Servicer)
incurred in coonectian withk the defense, investigation, licigsticn,
appeal, zppraiszl, azjustment, settlement or sudit of or negotiarions
in celarica te any claim or loss coverad by the Insuragce
Bolicies/Reinsurance Centracts reinsurasd under this Recrocession.
Any loss adjustmpent expensss which are not Allocated Loss Adjustment
Expenges shall be 1Innllocared Loss Adjustment Expensas®,

1G]

¥. Wherever used im this fetrpsecession, the term "Underlying Claims® shall
( mean =211 the lisbiliries and obligations of Reinsured {izeluding nit
. not limiced to punicvive and exemplary damagess Lo the extent covered
{ hesennder) arising under any Insurance Dolicy/Reinsurance Contrace.

G. Whensver used in rhis Retsocessicn, the Tarm nTansured? shall meaz an
. insured or cederxt under a2n INSUTERCE Palicy/Reingurence ContTact,

¥. Whenever used in this Rebwocession, the term nginims Servicer? shall
mean Sastgate Cronp Limited, or any wholly-owned affiliate oF
suhsidiary thersecf, or such other person 2s Reimsurer =pproves in
writing teo ma2uaga Underxlying clzims on behalf of Reinsured.

kY Whenever used in this Retxocessicn, -Sffective Dace” shall mean I2:01
e m. Pastern Standzrd Time an the latex of the 1} day of the closing
of the acguisition of Reinsurad by Dukes PBlace Bolgings, L.P., and 2)
the dzy Reinsurer receives the premium dnre wder azticle 6.

ARTICLE 5. SALVAGES AND SUBROGRTION AND OTERR RECOVERTES

For sc long as this Retrocessicn is in effect and thereafter as provided
herein, the Reinmsurer shall be subrogacted to all of the rights of the Relnsured
against ady perscn or entity 1izble ko the Reinsured oY Tneured in respect of
the Ultimate Net Loss and  Reiosurexr shell be enrirled to =zmy salvage oT
subrogation to which Reinsured weuld bes enkitled under the Insuranee Policies/
Reinsurance CORUTrACTS. The whele of =zy cecelpes of Reinswrex wméer this
2rticle shall be cxedibed for the sole besefdis of rhe Reinsurexr, net of
justifishle extermal expenses of collecticn. Reinsuzed spell bimely file and
sursue ta caliection, te kthe extent pessible, all elaims against fimancially
impaired or iusolwvent reinsurers, =nd shall aggressively take all steps
reasonably pemessary to collect Irom pclvent reinsurers. Redinpized shkall
promptly draw down all letuexrs of cwedit, vithdraw fumds from trusts oX charge
ecllections agzinst funds held to collect prompoly amounts Sue Reimsured.

IARTICLE €. PREMITN
2e the comsidessticn for the sights apd obligetiocms set forth in this
Retrocessiocn, Zeinmsurer agrees to accept a=d The feinguzred agrees to pay =
prerium o©f U.S., §351,000,000 ({one Eundred Nizety-On= Miilicn Drpited States
Beliars). Payment shall be made in immediztely =vzilshle U.5. fumds Dy ware
cracsfer ko
Werwest 3ank Xebraska, N.5.

omela, Neksm
ABA R10400005E
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Ancount No. L1S50-0201-482
Tt is understosd and agreed thart the premium scered in this Retrocessieon
i3 nmer to the Reinsurer of zoy taxss, eXpenses, brokerages or other charges
{with the exception cf Reinsurer's imcome taxes) in connection with this
Rerrocessicn &3 such cherges are the responsibility cf the Reimsured. The
rremium is nen-refundakle.

DRTICLE 7. COREENCOY

‘For the purpose of measuring erceion of rre Agoregzte. Limit, payments by
Reinsurer hereunder in currencies other than U.S. dollars shall be converted
ineo U.S5, dollars =C the rate of exchange used in Reipsurzex's books ca the date
the reinsurence pavment is made by the Reiasurer.

EREORS AND OMISSIONS /NON-WAIVER

RTICTE E.

Al

2ny inmadvertent error or omissisn on the pert cf the Reinsured or th
{ Reinsurer sball not relieva the orher paxty hereto from aIy ligbilicy which
would have actached hereunder, previded that such exror o omission is
{ rectified as soon a5 possible after discovery. Fayment by the Reinsurer does
act constitute a weiver of any rights oxr remedies it way have under this
Retrocessiocn va rectify zny incorrect payment ox any payment which is found not
to Pe due. Reports submitted by one party hereto o’ the pthers in the course
of the RBetrocession do not constitute a waiver of any rights or remedies rhat

the . pafty bas under this Retrocesaicn ES recrify. any incoxrect rzports.
Revertheless, nothing conctained in this A-ticle shail be held <o overrids the
terms snd comdirtions of this Retrocessicom, and T lianildity shall be ilmposed on
gither party heseto greater than would hawe a2ttached had such exTor o omission

not ocgurrad.
The terms of rthiz Retzecessica phall not be waived, modified or changed

except by writiten amendment executed by a duly puthsrized officer of the

Reimstred =m?d the Reizsurer. This Rerrocessiocn may uot e assiguned by
Reinsured or the Reinsurer without the prier written consexnt of the otbhar party

hereto.

ARTICLE 8. ACCESS 70 RECORDS

The Reimsured (including the Claims Servicer) shall make available for
{ ingpection, and place =t the. éisposel of the Reinsurer at 21l zreasonable rtimes,
- 211 recerds of the Reinsured znd Claims Servicer relabing o this Rekrocession.
{ mhe Reineured end Claims Servicex shall also meke available for inspecticn and
place ar tke disposal of the Reinsurer az 311 reascnatle times, all zecords to
Thich rhe Reimeu—ed or Claims Servicer may have access, by temms of =y
reinsurance agreement, imsurance policy or otherwise. The Reirsurer shall have
the right &o  examine and copy &t any reascasble time gll papers, bocoks,
accounts, Socuments, zaad other xecords of the Reinsured and Claimg Sex foer =nd
secords to which the Reinsured may bave accese, zTelating Yo the business
covered by this Retrocessicm. It is agreed thzr Reinsurer'’s righrc of access O
rocozrds shall concimne as long as either party bereto has a cizim against the
other arising out of this Resrocessica. The Reinsuredts contract with the
Clzims Se=vicer shall secmre to Reinsurer the ipspection rights provided In

tkis Axcicle.

AXTICLE 15, XARRANTIES

Reinsured warrsnts znd represents that it will zot valuntarily wadertake
=ny materizl change in coxrporate stIucTcere, admimiztracive practices in vaspect
of Ehe Insu—ance Policies/Reinsured Contracms wkich aze seimsured uwndsr this
Rerrocessisa or its domicile, without prior written oonsenn cf the XReinsurex
weich copsent will mot be unresscashly withheld or delaysd.

.

= nf 12
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Reimsured werrants and repressents that it wi noe buy axy 2dé2inicnal
einsurance protectisn inm respect of 2oy Insurance Policy/Reinsurance Contrast
iegher above or below this setrocession withous prior wriiten cSosesnt of the

mimeurer which will not be unreasonably withheld ox delzyed.

v H

ARTICLE 11. CONDITIONS

einsurer shzll hzve the right to asseociate in the adjustment of =2l
nderlying Claims.

A.

£ m

5. In addicion to the Reipsurer's genersl right to zssociate 28 S=2C forch

in A. above, the Reinsurer!s =zpproval ch=ll be obtained by cthe

Reinsured pricr to committing te the payment and/ox sattlement of {1}

any gxoss claim settlemsnts oX other payments covexed by this

Retrocession in excess of TU.S. £250,000; {(2). amy payments not in

sertlement of specifiec claims, izcluding insurence policy buy-backs;,

return premiums or eommutations of zszumed reinsurance cbligations, in

. excess of U.§. $250,000; =a=nd (3) =¥ copmutaticns oxr asaigoments of
{ ceced reipsurance regardless of walu=. With reepect to irems {1) and
{2} herein, Reinsurexr's spproval shall not he unreasonakly withheld ox

{ delayed.

~— ¢} No person may 3eIVe 25 Clzime Servieer or otherwise menags the
Underlying Claims cther than Fastzmate Group Limited, or any wholly-~

ouned affiliace or subsidiary thereof, vithous the priecxr writien
copgens  of RBeipsurer, In  the’ evans £Fsc, DTier t©a the fifth

zn=iversary of khe Sffecrtdive Date, Dukes Place Ecidings L.P. sells 50%
or meorz of the Voting Securities {defined beilow) of Reinsured ko asy
cther person or pexsals, rhen Eastgate Group rimired, or =ny wholly- o
owned =affiliate or sobsidiary thereol, shall continmwe te seIve 23 [of !
Clzims Servicer cor oprtherwise manage the Underlying Clszims with the Lad
pricr consenc of Reinsurer (ﬁaﬁﬁw ’_),,v"’ .
witkhneld or &elayed), provided TosT (U Tukes Placd & L.P. =& :j,;:L:,.-
the single larsest owner of the Vobing Securities af Reinsured and R
owns 3ID0% ({kwenty percent) or DoTE of the Voming Securities of LS

Reipsurad; {2} the a%.eame:zt wnder which Eastgste Gzoup Iimived, K D“"J’”
any wholly-cwned arrlllate oI Su Sigiesy caereci., azig S5 Clasms ‘o,.‘s

Sexvice Reipcurad dees not change in 2oy memner_chat ffscts The p feJ
inrerse = 1 er undex TAL1S o . S} Sastgate Group L
fimited, or any wholly-owned affiliate or subsidiaxy chereof, in its O {.t"'
. capacity as Claims Sexrvicer shall kave complied with the cexms of this i
{ Retrrocpssion and shall contimue to cowply with such tesms, and (2} cthe
nexrfs —ce nf Dopstosise Group Dimited. o &y wholly-owned affiliate

Clzims Servicer has been reasonsnLY

cx _sub L
( szriglagrory to Reinourer, Iin s m=terioi TesSpects, Eidce Tae
-REfects Te. TF pe.nEdTeEZ’ S Cconosenk 1S Dok so GLved, en

REimeu—er shall have the right to become the clzims Servicer until
this Retrocession is exhausted umder the sa2me terms ané conditions as
Castgate Grouvp Limited, ox a2ny whplly-ouned affiliate =% subgidiary
therecE, sServed as Claims Serviser. In the gvent Reinsurer’s Consent
is sz given, thes four conditisns set farth in cthis paragTaph &aTe
conrinuing conditions presedent to Eastgate Erowp Limited, oT =RV
whnlly-owned zf£filiate o subsidiesry trexeof, meintaining its positien
25 Claime Servicer. MovsovelX, i the evenc Reimsurest s consent is SO
givesn, Reinsurer shall 55311 have the zight to becowne cha Claim
Servicer in the svent Dukes Place Ecldings L.FB, and/or Sestgate Group
Iimited, or azy wholly-owned zffiliste or cubsidizTy therecE, as the
case way be, Feils to maizmtain ex perform the cbligaticng set foxrth iz
this Zetrocessism in & marmer reasonably acceprable to Reinsuzzs.

In_rhe gvenk thet, on of after the £ifrh anmiversexy of the £ffective
Date, Dukes »>lace EGCIZings L.P. S&LiS TET e more of the Vouing
Spcurities of Reinsured to any other pexsad of perscns, then Reimsures
Ekall have the =wighc ts Dbecome the Cleims Servicer wntil this

g e X2
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Retrocession 15 exhausted wmdex rhe same tesms zond condiciorns a5

Dzstgake Group Limited, o any wholly-owned zffiliare eor subsidirry
therecf, served as Claims Servicer.

Im tke gvent Reinsurer beccmes the Cilzims Servicer, Reinsured shsll
~eimburse Reinsuwer For 21l Unalilocated Less adjustment IZxpense it
incurs as Claims Sezvicer,

Tor purpcees of tkis Axcticle 11, the term “Veting Securiry” means any
sepcurity or scher instzumenb which has the power te voie =t 2 me=ting
of sherehelders cf 2 person for or ageinst the electicn cf dixectors
ar any octher macres iovolving the Girection gf the managemeat =nd

policies of such persod. Tn the evenz Reinsured issues =my “super
vokbing” security oz instrumeént, ST 2Ty other security or imstrument in
which the voring rights do act equzl Cthe ownership rights, Reinsurer

ch=1ll heve the right to besome the Claims Servicer. For purpoeses of
this Azticle 12, Usells® skall be xead broadly te include any
exchange, including & swWap O 1ike cransacrien, which rcransiexs
contresi znd/or financisl interest in the Vvecrimg Securities cof the

Reinsured,
{
ARTICLE 12, OFFEERT

mhe Bedipsured or the Deinsuxer may each effser any balanee (s} which nay
“ecome dne To the orher party agzinst other 1iapilieies due Erom that other
party. This offsec zight sh2il epply regerdless of vwhetkex the balances araose
op account of premium, commission, clzims, losses, Allocated Less Adjustment
Expense, szlvage or zny other amoual {s} fue From sne party to the othexr undex
thiz Recrocessicn or upder any other agreement heretefore or hezezfrer enteved
inte betwsen the Reimsured aund the Reinsurer. This righe of cffset shall apply
regerdiesz of whether sither party Was acting as =ssuming reiosurer or ceding:
—einsured or was acting im any csther czpacicy zrelated oX ncT relatad TO
reinsurance.

ASTTCLE 13. INSCOLVENCY OF TEE REINSTRSD

Tn the event of insclvency cf the Reinsuzed, the reirdsurance grovided by
this Retrocession sbzll be paysble by the Reinsurer on the kasis of the
1imbility of the =2einsured as respects the Insurence Pslicies/Reinsured
Contracts reinsured hersunder, withouk Giminutisn because of the Imsolvency,
directly to the Reinsured or its conservaror, liquidater, receiver. o

statnbory sucoessor. Eeipsurer’'s lisbilities hereundeT shall mnot Dbe
( zccelerated mr ctherwise zltered in timing or amount by reascn af Reirmsured’s
( iiguidacion or imselveacy. IR the event of the liguideticn oT insclvency of
. the Reinsured, Reinmsurer's limkility under this Retrocessioa shall be to make

payments o or on behall cf Reinsured as and when due undeTr the terms =i the
Fofurance Pelicies/ Reinstrance Cemtracts. It is agzeed, that the Liguidarer,
receiver, conservatsr, oTr statrbory SuccesscT of the Reinsured shall give
written uotice to the Reinsurer o=f the pendency ©f a clsim ageinst the
Reimsured indieating the Insured, which claim would invslve a possikle
1iabiliry en the pzrt cf the Relnsurer within a reascmable time after such
claim &3 f£iled in the conservatien =T licwigstion proceeding ©T in the
receivership, and that dusing the pendency of puch cleim, the Reinsurer may
investigate Such claim znd inkerpose, &t its own expense, iz the proceeding
where such claim is to be adjudizated any fefence or defenpes chat they may
deem aveilzbhle ta the Reinsused cor its liguidater, recedvsr, conservator ©F
stzrurery suscesssr, The expemse thus incuxTed Iy the Reinsurer shall be
chargeskle, subject to the aporoval oi the court, ageinst the Reinsured 28 pazt
of the expense of liguidation to the extext of 2 pzo zata share of the bezelit
wvhish mzy acczne to the Xeimsured solaly =5 2 result of the defengs undertaken
by tke Reipsurer.

ARTICLE 14. ARSITRATION
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A1l makters in difference hetween the Reinsured ascd the Rednsurer in
celstion to this Retrscession, including 4its foxmation and validivy, and
whether arising during or =fter the pericd cf this Rerrocession, skall be
weferred £o 2n Arkinration Trinumal in the memner hereinaftex sek out. If a
trustee, receiwver, rehebilitates, liguidatner ©r Cconservabor {(including any
{mgmeance regelatory agency ¢r euths=ity zcting in such & capeeity) is
zppeinted for eithexr Reixn crad or Reinsurer, the partiss shall coptimue to be
chligzted to resslve any claim, dispute & czuse of acticn subjeet to khis
Artisla 1l¢ by arkikratien. .

Unlezs the parties z2gres Ypcol & single arbitracor wichin thizty days of
one receiving a writtem reguest fIom the other for arbitration, the Claimaxt
{che party raguesting arbitrzation) shall appoint kis zrtitrater and give
written notice theresf to the Respandent (the othexr paIty =8 this
Retrocessicn} . The Respondspnt shall epooint his arbitrztor and give written
aerice thersef to the Claimant. The two =~bitraters shall agree upen the
seleccion of an Umpice.

Tz rhe tws arkbitrators are unable Lo agree uUpon &n umpire, each party

( shall select three nominees for uspize within thirty days =zfter receipt =8 a
joint motice fxcm the arbicrators that they are unable to agrae upon zxn wmpire.
{ Tach paxty shall have the right bo strike two of the umpire nominees selected
£y the other party within chircy days of receipt of the nominations. The

umpize shall be selected bebween the Temaiznizng nominee of each psxty by lez.

The Claimant shzll submit itz ipivizl brief wirthim 20 days £rom
sppointment of the Ompire. The respemdenr shall submiz its brief within 28
days after receipt of rh= Cloiments brief and the "laimant shall submi= &
reply brisf within 10 days’ =frer receipt of the respsndest’'s brief. The
arhicration Tribonel shall make ics decisisn solely a2s to the dissue presented
im the motice of arbirrmtion within €0 days £ollowing the terminzcion of che
heaTings. A1l deadlines set fo—th in This pazegwaph may b= gxcended by the
Arritracien Tribummal in sry menner that it wm=y deem Juet znd propex upon the
zpplicarion of eithex pazTy.

Unless the partiss othexrwise agzee. the a-birration Tribumzl shall consist
of persons who are disinterested, active ©oF sotized seniscr executives of
insurance or reinsurznce companies.

The Arbicration Tribumal shall have powex Lo £i= all prosedural rules IoT
the holding of the Azbitrarien imcluding @iscreticnary power to mske ordexs as
ro =ny matters widich it may consider proper in the circumstamoes of the case

{ with regard to pleadings, Siscovery. inspecticn of documents, examinatien of
vitnesses 2nd axny othexr mrtter whatsoevex relaring to the conduct ef the

( Arhitretion znd mey receive and ack upon sueh evidence whether oral or wvritten
stricrly sdmissible or net as it shall im its discretion think £it.

Each party shall bear the coosts of irs own arhivrater =nd shall share
eguzlly in the costs of the Topizre. All other costs of the asbitreriem shall

be paid as directed by the prbirzaticm Tribusnsl, who shall direst Lo and by
whom and im what manser they shall be paid.

The sezat eof the Axbitration sh2ll be in New Yaork, New York, and che
A-bitreticm Tzibunal skall azpply the laws of New ¥York (withoutr regezd =0
copflict of lzws principlas) as the proper law of this Retrocessicn. The
arbitratica sh2ll be copmducted in the English lasnguage. This Rertrocession
shz1l be govesmed Ty the laws of rthe stzte of New Yozk, without regazd te
conflict cf laws primeiples.

The Arbitmericn Tribunal may not awezd exemplary, punitive, meltiple ©oF
otheyr damages of 2 similar nature.

The zward of the Arbitration Tribuaal (DY simple majority) sh=1l be im

writimg and fimal acd binding wpon the parcies who c©oveRsnt Lo faxTy cut the
same. If either of the parties shenld f£211 to carry ont axy awasd the otheT

8 =f 12
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y apply Efor its mnforcement Lo &Ty oourt having ju:isriicti:::. thereof oF
ving jurisdiction over the parties or their a2sSets.

IRTICLE 18, MO RETRSTATEIMENTS

che Eeinsured shall have =no right to reinstabte COVRIBEE undex this
Rebrocession Upon exhenscion of the Aggrzegzte Limit or fcr a=y cthexs reasca.

ARTICLE 16. ND RIGHTS OF TEIRD TARTIES

Nothing in this Retrocession, BXpISSE oF implied, is iscended, or gh=ll be
construsd to confer wuptmn oF give Lo any Ppersen, fiwm oxr corpoxztica, {other
tran the parties herero and their permitted assigns oT successors) anmy Tights
oxr remedies under or by rEason of this Retrocessicso.

ARTICLE 17. NOTICES

{ A1l notrices to =nother DaxTy hererzo shall be in writing and seant by
releccopier, orf by cercified mail, xr=turn receipt recuested, and addressed to
{ the party to whom addressed, as follows:

National Indemmiity Company .
3024 HBarmey Street .
Omaha, Nebraska 68132

Attn: Genmeral Counsel

Telecopy: {402} E38-328%

Unigard Security Insurance Campany
- z/o Sastgz=te, Inc.
44 Wall Street
New York, XY 10005 -
atTectisn: Mxr. David wallds
chief Sxecutive Officer
Telecopy: (212} &25~£584

Sither party hereto may change the foregeing addrass o fzesimile numbex

on thirty {30} days notice to the other parcies. Hotice shall bs deemed
effectiva:

{ 1. if commmicaked by celecopler 2t the time of transmissioxn, and, for

the purpmse of BTOVIRE such transmission it shall be pufficienc to

( prove that the facsimile transmisslion was made to the mumber gotified

by the party in guesticn foxr Lthis purpese 2nd that a trznsmission
repsrt was received Zrom the machine Irom which rhe facsimile was senkt
which indicates that the faccimile was sent in itS entirery to the
faceimile number ef the recipliexnt.

2. 4if pect by certified wmail 2t the expiraticn of pinery-six (3§) bours

=<rer the envelope containing the szme was delivered inte the custody
of the Tnited States postal suthorizies, and shall be effective
motwithersnding that ik may be misdelivered oxr returned wmdeliverad.

Article 1B, STANDRAED OF CARZT

Ta imdertskizg the shligztions znd respensikilities deseribed hersin, the

Reinsu—ed end Claims ServiceXT will hezve = Iisnciary duty to ast in utmost good
fzith to the imterests cf Rednsuxel.

g =of 22
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rRTTCLE 1S, ENTIRE AGREEMENT .

The parties hLerelo agTee rnat this Retreczession ig not cExncelakle or
vaidehle. This Recrocession is the entire agreemenk betweer the Beinsured zad
ere Reinsurer =2d shall oot te sobiest to, or modified by, eany PpTicT
representaticohs oF agreements, wrikten o crzl. =xcept &3 ctherwise exzressly
indicated herein.

ARTICLE Z20. REPQORTS AND REMITTENCES
A, Reperts. The =Reinsured shall provide the neigstres with summazy

epoTrss of cuarterly and comulative clains activity subhject ko this
Retrocession within &5 days of the close of ezch calendarT guarter {che
spuarterly Reports*) . Tbe Reinsured shall further provide Reinsuxer &
montkly cash TepoTt identifying 211 receipts and disbuzsaments subject
to this Retwecession and ostimating receipts =nd gisbursaments £oxr the
fpllowing monkh. rhe Reinsured sh2ll also provide such other
documentatisn =5 the ReinmsuTeX may zeasonably recuest to =2BSesS its
exposure uader this Retrocessicn. R

£. Annusl Statement. AS premptly 25 possible following the esnd of each
calendar year, che zeinsurer and Reinsured shall Furaish each other
wirh a copy of theix (1) most recent amnuzl statement filed with their
domiciliary sctate insurance regulztor; =nd {2) £inancial starements’
(starTutory basis) as auciced by certified puklic zcmountants and £iled

with its demiciliary state insurance rsgulzkos.

¢. Claims Aeccount, The Reimsurer snall es 1igh and meintain an accomInt
Zmr wmse by the Zeipcured for the psyment af claims heremmder (xhe
nCimims Accotmbf) . The smoumd of funés to be maintained in the Claims
Arcesunt shall be agrzeed between the Reinsured znd the Reinsurex as may
be mecessery Srom time to rime, im an =amount sufficient to fumd the
pzyment of claims as they fall dus Irxom eims £o time, smhject to the
terms, conditions and agSTegate 2imir of =his Retrocession. In
sdcéition, the Reinsured =n=1l have the Tigh: =o ma¥xe reasons=ble
ceguests of immediate =gaspional fundéing Srom the Reinsurer te such
Cloima Accourt Erom rtime o time and thes Reinsurel chall immediataly
honor, subkjeck o azticle il herein, such a request £=T immediate
2dcitional fundizg provided that ke liability for claims paid are
otherwiss covered and smmediarely gue tmdex thig Retrocessicn.
Intexest on funds in the Claims Agcoumnt shall be the property of che

Reinsurer.

ARTICLE 21. RESERVES . .

For insurance reculatoxy accounting puTpeses, (1} &the Reinguzed shall
determine the amount of its resServes on the Underlying Claims and may chamge
those resexrwves E£rom time ko cime as it, iz ics sole diserecien, deems necessaly
or .=ppropriate, aud (2} rhe Reinmsurer shall derermine The amount of its
reserves en its liability hereunder and mEy change rhose resezves Lrom time TO
cime 25 its, in its sole discrecicn, deems DECESSATY OF appzeopriate.

-

LRTICLE Z22. CEEDIT FOR_REINSURANCE

If =¢ amy time (other than pursuaat to =ay change in domicile fozr which
Reinsurer's ccnsent has act been obtained rmder Article 10} the Reinsured 18
advisad by & skate insursnce resulatery suthority in wEich it i licensed or 3B
zn zccoedited reipsurer that, duzipg the cexm of w&ds Ret-oeessien, it will mot
be zkle, gne to the licemsing stafus of the lack of =pprogTiste accreditation
{cr other cuslification eimilzrly wequirad by 23 applicakle staI= insurance
regulatery zutbericy iz the United States cf amexzica Lo assams reinsurance
chiigaticns} of the ReinsurexT, 2 Eake fuil credir for reinsuIzance recoverables

20 of L .
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nereunder [wherher pzid oz unpaid) in ire then current financizl statements
raguired by =Sppropriate STaLe {nsurenee regulatery autharities in the United
stares, and the Reinsured gives the Reinsurez wrirren notice te such esffect,
the meipsurer will tfake 21) steps necessary to enabls the zeinsured ts recsive
f11 credit fcr such rsinsurancs vecoversbles in such thep current finansizal
st=cements, which may ioclude =my ome o combinzticz of Gthe £following:
providing Iunds witkheld, cash advances, a trust agreen=nt, leczex of crpdit,
the delivery of csllatexal acceptable te the zppropriata insurance’ regulatory
suthorities, smending this Rer—ocession im fo=rzm but noz in substance ox sneh
cther mction =aceeptabls to  RelnsuTer znd =pplicahle Imsuxasxzce regulatory
surhorities. The Réimnsurer has sple discretiom in vhich necessary Bteps Lo
rak=, =nd the Reinsured will fully coopexate im implementing the skteps =0
chosen, So long &s the steps the Reinsuzer choosss znd takes epadle the
meinsured ts receive such £all credit. - Interest and zll other investmeak
income on any funds posted as security pursuant te Article 22 shz11l e 3ole
oroperty of Beinsurer. In the event that the Reinsurer fails to take all such
recessary steps, the Reingvred shall post a cash depssitk eguzl to all =£ its
outstending 1liabilities umder this rerrocessicn in = trust fund complying with
apelicabhle eredit-for-reinsurence regulatisss &f the Departmeat of Insuraace of
New York snd Califernia.

( . RRYICLE 23, TERRITORY

The Rerrpeession shzll apply te Insurance Pelicies/Reinsurence ContIacts
covering risks wherever situated. .

ARTICLE R4. INTERMEDIARY

The parties herarto remrasent =nd  warzaot  To sach otker that n»

intermediaTy was invelved in Che procurement of this ‘Retrocessisn.

ARTICLE 235. COUNTERPRARTS

Tnis Retsocession may be execurad in two CORRURXEAaITS, each of which shall
be deemed an orisinal, but both of which together shall coepstitute one and the
‘same ipstrument.
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aRCICIE 26, EEADINGS .

The hesdings cf the articles and the pavagraphs nerein zre insertzd Sz

copvenience of Teference eoly, and e¥2 no= intended to ke 3 F & of oxr w8
srfect the meanisg oX imzerpzeretion of =xis Reczocessist.

. /}f?‘)!'.;g o :h-f_sp-zajlf day «f Nevembzz, 1538,

Txmcured 2t éﬂﬁf/

OEIGARD SECERITY TRSUREANCE COMEANT

A_ ' By nﬁ*’%f/é""’

azd a2t ' en this day of Yovembes. 1588,

SRTIDWAL TNDEMRITS COMEBARY
b 4
Ticle: B
aAcknouledged and Ac=epred:
Bawtgace Group Limlced ’ : Sokes Tlace Ealdizgs L.P. )
By, ) 3y,
Title: Dokes Place EoLAIDSE Lza,

. af Gensrzl PaTinex af
Dukes Siace Zoléings L.F.

1z =€ 3=
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IRTICLE 26. EEXDINGE

The headines of the Azticl as end the par TEgTERRS werein are inserted for

gonvenience of "‘ea.a*e_*xce only, &nd =re. nct iptended to be a2 part of or o
2Efecs the meaming oF ipterpretation of rkis Retrpcessiozn. >

Execnbed at : ca kkis day cf Nevember, 1558.

ONTGARD SECCRITY INSUT EANCE COMPANY

, .
ot - __ -
. ' L A . PR I - LT - s
- znd ak 2% .l . (?,:-:‘i‘.' n this ,;-’i“ gzy of Novembex, 1858. / r:-.g:;/ / Y

NATIONRAL INDEMNITY COMEBRNY

=
Titiei,,, ~ TS -
Acknowledged and Accepted:
Sastgate Group Limited Dukes Place Eoldings L.F.
BY, 2y
Tities Dukes .Pla::e Eol :Lnss i

az Generzl Partmer of
Dukes Place Eoldings L.2.
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. aRTICLE 2E. EEERI
e mmadinge of ths srwoslzmg 2nd R parkgraphs herein %Y impayted SOT

ecnvenionca of Tm=farmnee SZLY), and are Nk semeondrd &8 wa & pazt 8% =% o
2ffmct Lha Wm=azing =T imemrgrelfiatlicn of tnisz mesxocepsism.

pxmouked &% . =n This dny of KevembzX, 1558,

URTERED SECORITY INSTRANCE COMERNE

&

. By
TLniml
snd at . cn vkim __ - S&BY of Nevambar. LE58.

NRTIONAL INDEMNITY COMEANT

2y

-

izies

proimowlesges and hosmpteft

Ezstgare SToup Limiued Dukes Flace E=ldizss k¥

2y N e
TinLas . EnE Place Bcl2iTzZa LEs.

ie Gmparnl PAT=NST =f
Dukxs TiaTe Zeldingd L.F-
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wup headingt af the Aoticles amd che pRTICIREDS mersin sTe loperzed 282
smmvenisrcce af teFeszmoe Bnly, zmd aTe =R iripmced to e @ paTT e =T %2
affget £he rxazing o imeerpretanins 2 ol PetToSESSIsR -
\!
2xacuted 3% . en thix .3.0 _gay &% wovemser, L35E.
. TRIGRRD SECURITY INSORASRCS CoMERNT -
BY.
wtie:
{
— ehds . 22 of Novewd>ar, 1358.
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Amendment Ng. 1

Urigard Security Insurance Ccmp-;zy
of Seattle, Weshington

Aggregaie Retrocession of Loss Porifolio Agresment
No. RA 1321
This Agreement is hereby amended es follows:
The lzst septence of Article 12, which states “This right of offset shall apply regardless of

whether either party was acting es sssurning reinsurer or ceding reinsured or wes actng in any’
other capecity related or not relared 10 reinsurznce” is deleted in its entirety,

Article 13

The second sentence of Article 13, which states “Reinsurer's fzbilities hereunder shell not be
accelerated or otherwise altered in tming or amount by reason of Reinsured's lignidation or

- imsolvency” is deleted in its entirety. This deletion shall not be construed to create any Tight to
accelerate or otherwise alter the Hming or amount of Reinsurer’s lizbilities.

" Aricle 20

The following is added a5 the last sentence of Aricle 20(c): “Reinsurer will sexcle its liabilites
25 dneno less Sequently than quarterly and payments will be made in cash.™

The following is zdded =s the Jast senience of Article 21, "Norwithstznding the foregeing,
Reinsurer’s reserves shell be no less thaa Reinsurad’s reserves on the Underlying Clztms.”

Arnicle 22

The Iest sentence of Article 22, which stztes “In the event that the Reinsurer fails to teke all
euch necessary steps, the Reinsured shall post 2 cash deposit equal to =il of its ousiznding
lisbilitles under this Rewocessicn in 2 Tust fond complying with spplicable credit-for-
refsurznce reguletons of the Department of Insuraace of New York znd Celifornia” is deletad

m its eptirety.

All other terms 2nd conditions remain wnchenged. This Amentment No, 1 sbell come imto full
farce and effect on the EFectve Date 8t forth in the Agresmnent.

Page 1 0f2
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erecued 2t New Seril . Ay Nor onthis 312 dey ofMarch, 1999

UNIGARD SECURITY INSURANCE COMPANY

MAUL

5
Tile: M J/ﬁ% ] m—’f/

cdat Sbf /. Gonedo s onthis AT dzy of March, 1992,
3

NATIONAL INDEMNITY COMPANY

By%—'—"—”—/

Title:  ‘fzaar £ sAsIT

.»’ [ '0‘737"'-'6‘)‘
Acknowledged znd Accepted:
Ezsteate Group Limited | Dukes Place Holdings L.P.
By, : By____
Tide: Dukes Placs Holdings L.
' zs Generz] Parmer of

Dukes Place Ealdings L.P.

Page2oci2
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waew3. 33 IR =oed

onthis____dsysiMarch [958,

and 21 TR Bl

UNIGARD SECURITY INSURANCE COMFPANTY

AL

Title: /j},}; &n}wy{'/

&«
Coihii onibis €9 day of March, 1598,

NaTIONAL DNDEMIITY COMPANY

Title: Rbuad XX
wel ML) o

Acknowiedged and Accepted:

Ez’stg:'.;:: Group Limit=d Drukes Plaze Heldings L.E,

EY' ‘NL/!

By! /\QM—_—_

Tl:li\ﬁ\ O—*cc:fv{t

Dukes Flace Fnlczmgs Lid
25 Generzl Pactner of
Dukes Place Holdings L.P.
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Execured ar_New Yovic . New Yerik ontnis 3| dey of March, 1895,

UNIGARD SECURITY INSURANCE COMEPANY

By WMM ‘

Tities Mc& %‘é’?ﬁﬁf/

' -+
o Shatnd . Comshid onthis &7 day sfMarch, 1998,

NATIONAL INDEMNIT ¥ COMF ANY

oy ==

Tifie: Béme Juaret
- & AL3 abm

Acknowlsdgad and Accepied:

Erstgate Group Limizsd Dukes Place Heldings LE,
()44
By . By, & Fb\
Title: - Dukes Plese Holdings Lid.
25 Geneal Partnez el
Dukes Place Holdiogs 1P,
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This Aggregate Relnsurance Agreement (Reinsurance’) is made between stonewall
Insurance Company, Cincinnatl, Chio (the vReinsured”) and National (ndemnity Company.
Omaha, Nebraska (the "Reinsurer’).

AETIC ‘ EFFE,CTNE DATE AND TERMS OF AQEEEMENT

The Reinsurance shall take effect on the Effective Date. This Reinsurance shall
expire at the carlier of: (i) the payment by Reinsurer of the aggregate iimit ot liabllity
provided for in Article 2 of this Reinsurance ("the Aggregate Limit): o (i) the
extinguishment of all liebilities under all Insurance Policies/Reinsurance Contracts. The
Relnsurance shall be subject 10 receipt of &l necessary approvais from state Insurance
regulatory authorities. "

ARTICLE 2. A MIT

Reinsurer hereby agrees 1o reimburse rhe Reinsured for Ultimate Net Loss paid By
the Reinsured Up to U.S. $240,000,000. UNDER NO ClRCUMSTANGE wiLL THE
REINSURER BE LIABLE FOR MORE THAN u.s. $240,000,000 (TWO HUNDRED AND
 MILLION UNITED STATES DOLLARS) IN THE AGGREGATE Y REASON OF
ENTERING INTO THIS REINSUHANCE.

The Reinsured and Reinsurer cormirm that it is thelr mutual intent thatthe Reinsurer's
fabilities under this Reinsurance toliow from and are identical 1© any and all lisbilties of
the Reinsured for Ultimate Net Loss under the insurance Po\'\c'\eiseinsurance Contracts,
subject t© the terms, conditions, exclusions and Aggregate Limit of this Reinsurance.

ARTICLE 3. EXCLQSlONS

A. This Reinsurance shall not cover any liability under any insurance
Pol\cleelnsurance Gontract paid by Reinsured pefore the Effective Date &3
determined by the books and records of Reinsured or which shoulid have been

poocked as paid prior @ the Effective Date.

B. In addition t© Article 3(A) above, this Reinsurance chall not cover any sums
which, after application of best practce procedures tor the adjustment and
cetiement of claims in accordance with the terms and conditions of an

jmsurance Policy/Reinsurance Conract, should have been paid or which should
have been pooked as paid in the books and records of Reinsured prior 1o the
Etective Date. Tnis Anticle 3(B) shall be capped at $4,000,000 net of applicable
reinsurance (other than thie Heinsuranca) and shall expire two years from the
date of Reinsurer's recelpt of Premium under Anticle & of this Reinsurance.

¢. This Reinsurance shall not cover eny liability (a) In respect of the traud of 2

Page 2
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director, officer or employsé of the Reinsured and/of Claims Servicer acting
individually or colisctively or acting in collusion with ancther individual or
corporation or any other organization of party involved in 1he presentation,
defense or settlement of any claim; or (b) in respect of any tortious act of ths
Relnsured and/or Claims Servicer in bad taith in connection with any insurance

policies or reinsurance comracts not reinsured hereunder.
This Reinsurance shall not cover any Unallccated LOSS Ad}Ustmant Expense.

This Reinsurance shall not cover any policyhelder dividends, return premiums
and reirospective of joss sensitive premiums (except reinstatement ofF
adjustment premiums (1) paid in connection with reinsurance jnuring to the
boneft of the Reinsurer with respect to risks reinsursd under this Relinsurance
or (2) where the payment of such amounts benefits the Relnsurer either by way
of reduction in the net presert value of the lisbiltles of the Reinsurer with
respect to risks reinsured under this Reinsurance of by increasing reinsurance
recoverables Of coverage available to the Reinsurer hereunder in an amount
greater than the dividend or premium. '

This Reinsurance shall not cover any 1ax, whether the tax is denominated 2s
an income tax, excise tax, premium tax, surplus lines tax or any other tax
assessment. '

This Reinsurance shall not cover any lizbility incurred by the Reinsured under
insurance ar reinsurance contracts, policies of binders which incepted after
January 1, 1882

This Reinsurance shall not cover any jabliity with respect to oceurrencss of, for
claims-made exposures, claims made, which are properly sllocated 10

' {nsurance or reinsurance contracts, policies o binders which incepted after

January 1, 1892,

ARTICLE 4. DEFINITIONS

A. Wherever used in this Reinsurance, the term "insurance Policy/ Reinsurance

Contract" shall mean any and all winders, insurence palicies, contracts of
jpsurance OF reinsurance and renewals of modifications shereof and all
endorsements of riders shereto for which Reinsured insured or reinsured any
portion of the risk # such insurance oF reinsurance was issued on or prior o
January 1, 1882. The Reinsured shall be the sole judge as to what constitutes
a claim or locss covered by the Insurance Policies/Reinsurance Contracts
reinsured under this Reinsurance and as to the Reinsured's liability thereunder
and gs to the amount or amounts which it shall be proper for the Reinsured to
pay thereunder, and the Reinsuref shall be pound by the reasonsble, good
faith judgment of the Reinsured as 10 the liebility and obligation of the
Reinsured under the \nsurance Policies/Reinsurance Contracts reinsured under

Page 3



10/04/2000 17:38 FAX 212 808 6838 DEBEVOT .
**'4ay-05-po00 PRI Q2305 MY st & FLLEETRG, -

this Reinsurance, subject 1o the terms, exclusions and conditions herect.
Furthermers, the Reinsured shall be the sole judae Bs whether a binder,
poliey of insurance, contract of insurance, renewals or modifications thereof, or
endorsements of riders theretc are included within the scope of business
covered hereunder (subject always toc the terms, exclusions and conditions
hereof), and the Reinsurer shall be bound by the reesonable, good takth

judgment of the Reinsured in this regard.

B. Wherever usedin this Reinsurance, the term syiimate Net Loss’ shall mean (1)
that sum which i paid or payable by the Relnsured on of atter the Eftectiva
Date, in settiement of satistaction of Underlying Claims after making deductions
for al salvage, subrogation, reinsurance collected and any othet applicable
funds held, trust {unds, claims agalinst insclvent estates, jetters of credi of
other applicable securlty 8s and when such deductions are converted to cash
by the Relnsured; and (2) the amournts excapted from i€ exclusion in Article
3(E). Uhimate Net LoseS shall include any yabilties of the Relnsured for any
wortious acts or any action of the Reinsured in bad telth, except 88 set forth in
Articis 3(C). Ultimate Net Los$ shall include Allocated Loss Adjustment
Expense; and all such costs ineurred In connection with coverage disputes
including justifiable litigation and arpitration costs. Ulimate Net Loss shall not
include Unallocsted LOSS Adjustment Expsnse.

¢. Wherever used in this Reinsurance, the term vallocated Loss Adjustment
Expenses" chall mean all court, arbitration, mediation of other dispute
resclution costs. attorneys’ fees, expenses, costs (including put not limited to '
the costs of supersedeas and appeal bonds) end pre- and post-judgment
interest  (exciuding any overhead, internal costs, ctaff costs and sjmilar
expenses of the Reinsured or the Claims Sarvicer and excluding any fees of
the Claims Servicer) incurred In connection with he defense. investigation,
Inigation, appesl, appraisal, adjustment, settlernent of audit of or negotiations
in relation to any claim or l1oss covered by the Insurance Policies/Reinsurance
Contracts reinsured under this Reinsurance. Any lass adjustment expenses
which are not Allocated LosS Adjustment Expenses chall be "Unaliocated Loss
Adjustment Expenses’. "

D. Wherever used in this Relnsurance, the term wnderlying Claims" shall mean all
ihe liabillties and coligations of Reinsured (including but not limited 10 punitive
and exemplary damages 1o the extent covered hereunder) arising under any

insurance Policy/Reinsurance Contract.

E. Whenever used in this Reinsurance, the term "Insured” shall mean an insured
or cedent under an insurance Pc\icylﬁeinsurance Contract.

¢. Whenever used in this Reinsurance. the term "Claims Servicer' shall mean 1)
the Reinsured; @ Eastgate Group Limited, or any wholly-owned aflifiate of
subsidiary thereof: or (3) such other person 2s Reinsurer approves in writing

'to manage Underlying Ciaims on benalf of the Reinsured.

Page 4
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@. Whenever used In this Reinsurance, »Etiective Date” chall mean 12:04 a.m.
Easterm Standard Time oN May 1, 2000

H., Whenever used in this Reinsurance, »Acquisition” shall mean the acquisition of
the Reinsured BY Dukes Place Holdings, WP pursuant to the Stock Purchase
Agresement entered ino petween Great American insurance Company and

Dukes Place Holdings, L.P.

1.  Whenever ysed In this Rejnsurance, "Closing” shall mean the clcsing of the
Acquisttion.

J.  Whenever used in this Relnsurance, iCjosing Date' shall mean the date of the
Closing.

ARTICLE 5. SALVAGES AND §LJBHQGAT|ON AND OTHER REQOVER!ES

For so long a8 thie Reinsurance is in effect and thereafter 28 prov‘lded herein, the
Rainsurer shall b8 subrogated to all of the rights of the Reinsured against any person of
entity llable t0 the Reinsured or jnsured in respect of the Ultimate Net Loss and Reinsuref
shall be entitied to any reinsurancs recoverables, salvage of subrogation o which
Relnsured waulld be entitled under the nsurance Policies/ Reinsurance Contracts with
respect 10 claims paid of reimbursed bY fieinsurer 1o Reinsured under this Reinsurance.
kis understoed and egreed that reinsurance recoverables, salvage and subrogation in
respect of claims paid by the Reinsured prior t© the Effective Date (es determined by the
books and records of the Reinsured of which should have been booked as pald prior 10
the Effectve Date) shall be the property of the Reinsured, up 1o the amount recorded in
Reinsured’s closing palance sheet delivered jollowing the Closing in accordance with the
Stock Purchase Agreement. All sums in excess of such &ap shall be solely for the
accourtt of the Reinsured. The whole ot any recelpts for the account of the Reinsurer
under this Article shall be credited for the sole benefit o the Reinsurer, net of justifiable
external expenses of collection. Reinsured shall timely file 2nd pursus 10 collection, to the
extent possibie, all claims against financially impaired of insolvent reinsurers. and shall
take all steps ressonably necessary to coliect from colvent reinsurers; including drawing
down all letters of credi, withdrawing funds from trusts or charging collections against
tunds held 1o collect amounts due Reinsured.

ARTICLE & PREMILM

As the consideration for the rights and obligations set forth in this Reinsurance,
Reinsurer agrees to accept and the Relnsured agrees 1o pay () 2 minimum base
premium of U.S. $126 million (one hundred and twenty-siX million United States Dollars);
plus, in addition thereta, an amount equal to 7.5% of the base prernium calculated on 2

r annum basis from the Effective Date through the date of receipt of the full amount of
the premium by Reinsurer. payment shall be made in immediately ovailable U.S. funds

Page 5
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by wire transfer 10:

Norwest Bank Nebraska, NA.
Omaha, Nebraska

ABA #1 04000058

Account No. 11 50-001-482

tis understood and agreed that the premium stated in this Relnsurance is net to
the Reinsurer of any taxes, exponses, brokerages of other charges (with the exception
of Reinsurer’s income texes) in connection with this Reinsurance 8s such charges are the
responsibllity ot the Reinsured, and further that the premium shall not be subject 1o any
ofisets or other reductions. The premium is non-refundable. The premium will be pald
1o the Reinsursr on of before the Closing Dste, subject t0 @ December 31, 2000
termination date. :

Upon Reinsurer’s receipt of the premium, Reinsurer will immediately relmbursse
Reinsured for Uimate Net Loss paid by Beinsured on and after the Eftective Date, for
and only to the extert that reinsurance s otherwise provided hereunder, less al
reimsurance recoveries, salvage and subregation recelved by Reinsured arising out of the
paymert of such Ultimate Net Loss for the period from and including the Eftective Date
io and including the Closing Dste.

ARTICLE 7. CURRENCY

For the purpose of rneasuring erosion of the Aggregate Limit, payments by
Reinsurer hereunder in currencies other than U.S. dollars shall be converted into U.s.
dollars at the raie of exchange used in fReinsurers books on the date 1he reinsurance
payment is made by the Reinsurer. '

ARTICLE 8. ERRORS AND QMISSIONS[NQN-WANEH

Ary inadvertent error or omission on the part of the Reinsured or the Reinsurer shall
not relieve the cther party herete from any liability which would have attached hereunder,
provided that <uch errof or amission is rectified as soon as possible after discovery.
paymnent by the Reinsurer does not constitute 8 waiver of any rights or remedies it may
have under this Reinsurance to rectify any incorrect payment or any payment which Is
found not to be due. Repons submitted by one party hereto to the others in the course
of the Reinsurance o nat constitute & waiver of any rights of remedies that the party has
under this Reinsurance o rectify any incorrect repons. Nevertheless, nothing contained
in this Article shall be held t© override the 1erms and conditions of this Reinsurance, and
no liabillty shall be imposed on sither party hereto greater than would have attached had
such error or prmission not occurred.

The terms of this Reinsurance shall not be waived, modified or changed except by
writen amendment executed by a duly authorized officer of the Reinsured and the

Pasge &
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Reinsurer. This Reinsurance may not be assignad by Reinsured or the Reinsurer without
the prior written consent of the other party hereta.

ARTIGLE 8. ACCESS TO RECORDS

The Reinsured (including the Claims Servicer) shall make available for inapection,
and place at the disposal of the Reinsurer during normal business hours. all records of -
she Reinsured and Claims Servicer relating 1o \his Reinsurance. The Reinsured and Claims
Sarvicer shall also make available tor inspection and plece at the disposal of the
Reinsurer during normal business hours. all records 10 which the Reinsured or Claims
Servicer may have access, by terms ot any reinsurance agresment, insurance policy or
otherwise. The Reinsurer shall have the right to examine and copy during normal
pusiness hours all papers, books, accounts, documnents, and other records ot the
Rainsuged'and Claims Servicer and records 1o which the Reinsured may have BCCESS,
relating to the business covered by this Relnsurance. it is agreed that Reinsurer's right
of sccess to records shall continue as long 8S either pary hereto has a8 claim against the
other arising out of this Reinsurance. The Reinsured’s contract with the Claims Servicer
shall secure 1o Reinsurer the inapection rights provided in this Article.

Nt

ARTICLE 10, WARRANTIES

Reinsured warrants and represents that it wiil not voluntarily change its domiclle
without pricr written caonsent of the Reinsurer. which consent will not be unreasonably
withheld or delayed. :

In the event that, following the Effective Date, the Reinsured buys any additional
reinsurance or retrocessional protection in respect of any insurance Pollicy/Reinsurancs
Contract reinsured under this Reinsurance, this Reinsurance will autormatically become
excess of such additional reinsurance of retrocessional protection.

ARTICLE 11, CONDITIONS

A.  With effect from the Effective Date, Reinsurer shall have the right to associate
in the adjustment of &l Underying Claims.

B. Inadditionto the Reinsurer's general right 1o associate as set forth in A. above,
and with effect from the Effective Date, the Reinsurer's approval shall be
cbtained by the Reinsured prior to committing 1o the payment and/or

settlernent of (1) any individual gress claim settiernert, quarterly account
settlements or other payments in respect of the adjustment of Undertying
Claims covered by this Reinsurance in excess of U.S. $150,000; (2) ary
insurance policy buy-back, retJm premium, commutation or like peyment In
excess of U.S. $250,000; and (3) any cormmutations of assignment of ceded
reinsurance regardiess of valus. With respect 10 itens (1) and (2) herein,
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Relnsurer's approval shall not be unreasonably withheld ot delayed.

C. Y Reinsure 4alls to approve amy payment of setioment of a0 Underlylng Claim
for which Aeinsurer's approval i required. and has in fact been sought, within
areasonable period of time following submission for approval ie the Reinsurer,
despite Reinsured's reasonable efforts to obtain such approvel, during the

pericd trom the Effective Dste 1© the Clcsing Date, Reinsurer agrees to
indemnify and defend Reinsured “from &nY¥ and all losses liabilities ©r
reasonable expenses directly arising out of Reinsurer's faire 1o SO approve
the payment of settiernent. R shel pe & condiion precedent ot Reinsurer's
obligation in this regaerd that Reinsured shall give Rainsurer immediate notice
of any facts of ciroumstances Jikely to give rise 10 an indemnification of defense
obligation of the Reinsurer, and Reinsurer ghall furthermore have the right but
not the obligation 10 assume direct cortrol of negotiation Wigation, or
cettiernert of any such loss of liability. Relinsured shall be obligated 0
copperate with Reinsurer in this regard. This Article 11(C) shall survive
termination hereot for any reason including the failure 10 consummate the

Closing.
p. No persenma se ims Servicer of othenwiseXnanag® the Underlying
Claims oth mited, or any whally«

ed or EastS
owned affiliate or SuU of, Wi fior written consent of
Reinsurer. In the event that, prior 16 the fi sary of the Effective Date,
Dukes Place Holdings L.P- sells 50% or more of the Yotng securites (defined
below) of Reinsured to any other persen of persons, hen Eastgate Group
Limnited, or Ny wholly-owned sifiate of subsidiary nerect, shall continue o
serve as Claims Servicer of otherwise manage the Underlying Claims with the
priof consent of Reinsurer (which consent shall not pe unreasonaply withheld
or delayed), provided that (1) Dukes Place Holdings LP. is the single jargest
owner of the Yoting securities of Reinsured and SWNS 20% (twenty percert) of
more of the Voting Securities ot Relnsured; (2) the agreemert under which
Eastgate Group Limited, or any whally-owned affiliate of subsidiary theraof,
acts as Claims servicer for Reinsured does not chang® in any manner that
affects the interest of Relnsurer under this Relnsurance, (3) Eastgate Group
Limited, or any wholly-owned affiliate of subsidiary thereof, in RS capaciy &S
Claims Servicer shall have complied with the terms of this Reinsurance and
ghall continue to comply with such terms, and (4) the performance of Easigate
Group Limited, or any whony-owned affiliate of subsidiaty therecf, as Claims
cervicer has been reasonably catistactory 0 felnsurer, in all aterial respscts,
since the Eftectve Date. Reinsurer's consent is not so given. then Reinsurer
shall have the right to become the Claims garvicer until ihis Reinsurance IS
exhausted under the same terms and conditions 25 Eastgate Group Limited,
or any wholly-owned affiliate ©f subsidiary theract, served as Claims Servicer.
Inthe event Reinsurer's consent is O given, the four conditions cet forth in this
paragraph are continuing conditions precedent 1o Eastgate Group Uimited, or
any wholly-owned affiliate or subsidiary hereot, malrtaining its position s
Claims Servicer. Morecver, in the event Reinsurer's consent is SO given,
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Reinsurer shall st have the right 10 pecome the Claim Servicer in the event
Dukes Place Holdings L-P- andjor Eastgate Group Limited, of any wholly-
owned affiliate ar subsidiary wereot, as the case may be, tails to meintain or
pertorm 1he obligations set forth in this Relnsuranee In 8 manner reasonably
acceptable te Reinsurer.

\n the event that (1) on or after the fifth anniversary of the Effective Date, Dukes
Place Holdings LP. sells 50% of rmore of the Voing securities of Reinsured 10
any other person OF persons; or @) Reinsured becomes insolvent then
Reinsurer shall have the right to become the Claims servicer until this
Reinsurance 1S exhausted, and shall administer the claims under the same
terms and conditions as the original Claims Servicer, provided tnhat, i the
Reinsurer becomes the Claims Servicer, the consideration payatle by the
Reinsured to the Reinsurer shall be the re‘lmbursement,by the Reinsured to the
Reinsurer of all Unalloceted LoSS Adjustment Expense incurred by the
Reinsurer as Claims Servicer.

If at any time after the Effective Date, Reinsurer becomes the Claims Servicer
and the Run-Off Agreement is NG longer in force, Reinsured shall reimburse
Reinsurer for all Unauocated Loss Adjustment Expenses it incurs as Claims
Servicer.

For purposes of this Article 11, the term “Voting Security* means any security
or otherl instrument which has the powsr 1o yote Bt 8 mesting of shareholders
of a persen for or against the slection of directors O any other matter invelving
the direction of the managemen’( and policies of such persen in the evert
Feinsured issues any wsuparf voting® sesurty or instrument, oF any other
security or instrument in which the veting rights do not sgual {he ownership
rights, Reinsurer shall have the rignt o become the Claims Servicer. For
purposes of this Ariicle 11, vsells” shall be read broadly 1© include any
exchangse, including a swap.or jike transaction, which transfers control and/or
financial interest in the Voting Securities of the Reinsured.

ARTICLE 12. OFFSET.

The Reinsursd or the Reinsurer may each offset any palance(s) which may become
due to the other parnty against other liakilities due from that other party. This oftset right
shall apply regardless of whether the palances arose on account of premium,
commission, claims, losses, Allocated LOBS Adjustment Expense, calyage or any other
amount(s) due from one party 10 ihe other under this Reinsurance or under any other
agreemant heretofore or hereaftel entered into petween the Reinsured and the Reinsurer.

ARTICLE 13. ]ﬂgOLVENGY OF THE REINSWRED

in the event of insolvency ol the Reinsured, the relnsurance provided by s
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Reinsurance shall be payable BY she Reinsurer o©N the basia of the fiabllity of the
Reinsured as respects the Insurance Pol\cleslﬂelnsured Contracts reinsured hereunder,
without diminution wacause of the insolvency, directly to the Reinsured o its conservator,
liquidator, receiver, or statutory cuccessor. in the avent of the liquidation or insolvency
of the Relnsured, Relnsurer's liability under this Reinsurance ehall be to make payments
10 or on behalf of Reinsured as and when due under the terms of the Insurance Policies/
Relnsurance Contracts. Itls agroed, that the liquidator. recsiver, conservator, or statutory
successor of the Reinsured shall give written notice to thé Reinsurer of the pendency of
a claim against the Reinsured indicating the Insured, which claim would involve & possible
liability on the part of the Relnsurer within @ reasonable time after such claim is filed in the
conservation of liquidation proceeding of in the receiversnip, and ihat during the
pendency of such clairn, the Reinsurer may investigate such claim and inerpose, at its
own expense, in the proceeding where such claim is to be adjudicated any defense or
defenses that they may deem availzble to the Reinsured or its hquidatar, receiver,
conservator of statutory successor. The expense thus Incurred by the Reinsurer shall be
chargeable, subject to the approval of the courn, against the Reinsured &8s part of the
expense of liguidation o the extent of a pro rata share of the penefit which may accrus
io the Reinsured solely as & result of the defense undertaken by the Reinsurer.

ARTICLE 14, A RATIO

Al matiers in difarence between the Reinsured and the Reinsurer In relation to this
Reinsurance, including its formation and validity, and whether arsing during or after the
period of this Reinsuranca, chall be referred 1o an Arphration Tripunal in the manner
hereinafter set out. \f 2 trustee, receiver, rehabllitator, liquidator of canservator (including
any insurance regulatory agency ar authority acting insucha capacity) is appointed for

11

either Reinsured of Reinsurer, the partles shall continue to be obligated 0 resolve any :

claim, dispute or cause of action subject to this Article 14 by arbitration.

Unless the parties agree upon a single arpitrator within thirty G&ys of one receiving

a writen request from the other for arbitration, the Claimant (the party requesting
Arbitration) shall appoint nis arbitrator and give wrinen nctice thereot 10 the Respendent
(the other party 1o this Relnsurance). The Respondent shall appoint his arbitrator and
give written notice thereof 1o tha Claimant. The two arhitrators shall agree upon the
setection of an Umpire. '

i the two arbitrators are unable 1o agree upen an umpire, each party shall select
three nominees for umpire within thirty days atter receipt of 3 Joint notice from the
arbirators that they are unable to agree upon an umpire, Each party shall have the right
to strike two of the umplre nominees selected by the othar party within thirty days of
receipt of the nominatiens. The umpire shall be selected between the remaining nominee
of sach party by fot.

The Claimant shall submit ita initial brief within 20 days from appointment of the
Umpire. The respondent chall submit itS prief within 20 days ahter receipt of the
Claimant's brief and the Claimant shall submit a reply briet within 10 days after recelpt

Page 10



10/

—

04/2000 17:41 FAX 2
HAY-

12 90
05-2000 FRI 02:08 PM g

of the regpondent’s brief. The Arbitration Tribuna! shall make fts decision solely as to the
issue presemed in the notice of arbhtration within 80 days tollowing the termination of the
hearings. Al deadlines set forth in this paragraph may be extended by the Arbitration
Tribunal in any manrer that it may deem just and proper upon the application ot either
party.

Unless ithe parties otherwise agree, the Arbitration Tripunal shall consist of persons

12

who are disinterested, active of retired seniof executives of insurance of reinsurance

companies.

‘The Arbitration Tribunal shall have power to fix all procedural rules for the holding
of the Arbitration including discretionary power 1o make crders as 10 ary matters which
ft may consider proper in the circummstances of fne case with regard to pleadings,
discovery. inspection of documents, examination of witnesses and eny cther matter
whatsoever relating to the conduct of the Arbitration and msy receive and act upeon such
evidence whether oral or written strictly admissible or not as it shall In its discretion think
fit.

Each party chall bear the costs of its own arbitrator and shall share squally in the
costs of the Umpire. All other costs of the arbitration shall be paid 2s directed by the
Arbitration Tribunal, who shall direct to and by whom and in what mannef they shall be

paid.

The seat of the Arbitration shall be in New York, New York, and the Arbitration
Tribunal shall epply the laws of New York {without regard to contlict of laws principles)
as the proper 1aw of this Reinsurance. The arbitration shall be conducted in the English
janguage. This Reinsurance shall be governed by the laws of the State of New York,
without regard 10 confiict of laws principles. '

The Arbitration Tribunal may not award exémplary, punitive, muttiple or other
darnages of @ similar nature.

The award of the Arbitration Triounal (by simple majority) shall be In writing and final
and binding upon the parties who covenant 1o carry out the same. it either of the parties
should fall to cary out any award the other may apply for its enforcement t6 any court
having jurisdiction whereof or having jurisdiction over the parties or their assets.
ARTICLE 15. NO REINSTAIEMENTg

The Reinsured shall have no right io reinstate coverage under this Reinsurance
upon exhaustion of the Aggregate Limit or for any cther reason.

ARTICLE 16. NO RIGHTS OF THIRD PARTIES

Nothing in this Reinsurance, express of implied, is intended, of shall be construed

Page 11
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to confer upen of give to any person, firm of corpoeration (cther than the parties hereto
and their permitted assigns or successors), any rights of remedies under or by reason
of this Reinsurancs.

ARTICLE 17. NQTICES

All notices to ancther party hereto shall be in writing and sent by felecopier, of by
certified mail, returm receipt requestad, and addressed to the party to whom addressed,
as follows:

Natiana! indemnity Company
3024 Harney Street

Omaha, Nebraska 68131
Ann: General Counsel
Telecopy: (402) 536-3265

To the Reinsured (1) from the Effective Date 10 (but not including)
the Closing Date, and (2) anytime if shere I ne Clesing:

Great American Insurance Company
580 Walnut Street

Cincinnatl, Ohic 45202

aAury Eve Cutler Rossh, Esq.
Telecopy: (513) 269-3655

To the Reinsured on and after the Closing Date:

Stonewall Insurance Company

c/o Eastgate, Inc.

p.O. Box 9510

Boston, Massachusetts 02114-8510
(street address: 7 gullfinch Place)
At Bryan Klinek

Telecopy: (617) 725-1598

Either party hereto may change the foregoing address oF facsimile number on thirty
(30) days notice to the other parties. Notice shall be deemed etfective:

1. ¥ communicated by telecopier at the time of ransmission, and, for the purpose
of proving such transmission #t shall be sufficient 10 prove that the facsimile
fransmission was made to the numker notified by-the perty in question for this

purpose and that a transmission repaort was received from the machine fram
which the facsimile was cent which indicates that the facsimile was sentin its
entirety to the tacsimile number of the recipient.

page 12
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2 i sent by certified mail 2t the expiration of ninety-six (3€) hours after the
anvelope containing the same Was delivered into the custody of the United
States postal authorities, and shall be eftective notwithstanding that it may be

misdelivered or returned undelivered,

ARTICLE 18. STANDARD QF ©

in undenteking the obligations and responsibilities described herein, the Relnsursed .
and Claims servicer will have a fiduciary duty o Bct in utrost geed fzith 1o the interests
of Reinsurer.

ARTICLE 19. ENTIR AGREE T

The parties hereto agree that this Reinsurance is not cancelable or voidable.- This
Relnsurance is the entire agreement between the Reinsured and the Reinsurer and shall
not be sublect to, or modified by, any prior representations of ngreements, written or oral,
except as otherwise expressly indicated herein.

ARTICLE 20. REPORTS AND REMITTANC ES

Reports. The Reinsured shall provide the Reinsurer with summary reports of
quarterly and cumulative claims activity subject to this Reinsurance within 45 days of the
close of each calendar quarter (the “Quarterly Repors®). The Reinsured shall further
provide Reinsurer a menthly cash repert identifying all receipts and disbursements

4

subject to this Reinsurance and estimating receipts snd disbursements for the tellowing
morth. The Reinsured shall also provide such other documentation as the Relnsurer may

reasonably request 1o assess its exposure under this Reinsurance.

Annusl Statement. AS promptly as possible toliowing the end of each calendar year,
the Reinsurer and Reinsured shall furnish each other with 2 copy of their (1) most recent
annual statement filed with thelr domiciliaty state insurance requiatar; and (2) financial
s1aternents (statutory besis) as audited by certified public accountants and filed with its
domiciliary state insurance regulator.

Clalms Accourt. The Beinsurer shall establish and maintain an account for use by
the Reinsured for the payment of claims hereunder (the *Claims Account®), The amount
of funds tc be maintained in the Claims Account shall be agreed between the Reinsured
and the Reinsurer 8S may pe necessary from time 10 Yme. in an amount sufficient to fund
the payment of claims 3s they fall due from time to time, subject 1© the terms, conditions
snd aggregats limit of this Reinsurance. in additien, the Reinsured shall have the right to
make reesonable requests of immediate additional funding from the Reinsurer to such
Claims Account from lime 1o time and the Reinsurer shall immediately honor, subject to
Article 11 hereln, such a request for Immediate additional funding provided that the liabilty
jor claims paid are otherwise covered and immediately due under this Reinsurance.
nterest on Ifunds in the Claims Account shall be the property of the Reinsurer. Subject
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io all other terms of this Agreement and following recelpt of Premium, Reinsuret will settle
te liabilities as due NS jess frequently than quarterly and paymants will be made in cash.

ARTICLE 21. RESERVES

For insurance reguiatory sccounting purposes, (1) the Relnsured shall determine
the amount of its reserves onthe Underlying Claims and may changs those reserves from
time 1o time as i, in its sole discretion, deems necessary of zppropriate, and (2) the
Relnsurer shall determine the amourt of its reserves on its liabilty hereunder and may
change those reserves from time to time 23 IS, in its sole discretion. deems necessary
or appropriate. Notwlithstanding the foregoing. Reinsurer's reserves shall be no less than
Reinsured's reserves on the Underlying Claims.

ARTICLE 22. CREDIT FOR REINSURANCE

If at any time (cther than pursuant {o any change in domicile for which Reinsurer's
consent has not been obtained under Article 10) the Reinsured is advised by an
jnsurance regulatory authority In which it is licensed or s an accredited reinsurer thst,
during the term of this Reinsurance, it will not bs able, due to the licensing status or the
lack of appropriate accrediation (or other qualification similarly required by 8n applicable
insurance regulatory authority in any jurisdiction within the United States of America to
assume reinsurance obligations) of the Reinsurer, to take full credit for reinsurance
recoverables hereunder (whether paid or unpaid) in its then current financial staterments
required by appropriate state insurance reguiatory authorities in any jurisdiction within the
United States, and the Reinsured gives the Reinsurer written notice to such effect, the
Reinsurer Wil ke all steps necessary to enable the Reinsured t© recelve full credit for
such reinsurance recoverables in such then current financial staternents, which may
include any one or combination ot the following: providing funds withheld, cash advances,
a trust agreement, \etter of credi, the delivery of coliateral scceptable to the appropriate
insurance regutatory authorlties, amending this Reinsurance in form but notin substance
or such other. action acceptable 1o Reinsurer and applicable insurance regulatory
authorities. The Reinsurer has sole discretion in which necessary steps 1@ take, and the
Reinsured will fully cooperate in implementing the steps sO chosen, so long 85 the steps
the Reinsurer chooses and takes enable the Reinsured 1© receive such full credit interest
and all other investrment income on any funds posted as security pursuant 1o Article 22

shall be sole property of Reinsurer.

ARTICLE 23. 1 ERRITORY

The Reinsurance shall apply to insurance Policies/Reinsurance Contracts covering
risks wherever situated.

ARTICLE 24. lNTERMEDlAFIY

pPage 14
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The pariies hereto represent and warrant 10 gach othel that no intermediary was
involved in the procuroment of this Reinsurance.

This Reinsurance may be exgcuted in TNO courterparts, gach of which shzll be
deemed an original, bt poth of which sogether chall constitte one and the game

ARTICLE 26 DUE DILIGENCE

Reinsurer acknowledges that it has conducted ks own due diigence TeView of
Reinsured’s pusiness and operations and that it is relying on its own independert
investigetion in making its decision to enter into this Agreement. Reinsurer I$ not relying
upon any representation of warranty made en or prior to the Efiective Date bY Reinsured
or any of s affillates, cubsidiaries of paremt which is not expressly set forth in this
Agraement. '
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: . | i insarted for
The haadings of ths Articles and the pa?!arlphi helenfw are ins®
convenience ot reterance only, ond 2rs net intanded to P8 ® part of or 18 aftact the
meaning of [nturpretation of this Reinsyrance.

— _INWIT NESS WHEREGF, the parues rgve ceuzsd this Relnsurence 10 be exstute
ma’\r"mﬂr'auiherized rapresemtativen and Esstgete Grelp Limited and Duke Plece
Heldings L.P. heve cauapd their guly authorized raprosentaTives 10 atfirm their

reapecTiva acknowiadgement and acceptance.

Executed at _Cineinnati, OHID on this _ gy day of M2y — 2000,

» STONEWALL INSURANCE COMPANY

B*W'—
. Gary J. Gruber . _
Tie! Chairman & Vice President

. apd-et - g

o
- ——

pnthis 98y of ___ , 2000-

NATIONAL INDEMNITY COMPANY

By ___— -
Title:

Acknewledged and Accepted:

EASTGATE GROUP LIMITED DUKES PLACE HOLDINGS L.P., by
jrs Ganeral Punrinef Dukas Flace
Helglpgs Ltd.

By By

Titla: Tisle:
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ARTICLE 27. HEADINGS

The headings ofthe Articles and the paragraphs herein are inserted for convenience
of reterence only, and are not intended to be 3 part of or ta afiect the meaning of
interpretation of this Relnsurance-

IN WITNESS WHEREOF, the parties have caused this Reinsurance to be executed by
their duly authorized representatives and Eastgate Group Limited and Duke Place
Holdings L.P. have caused their duly authorized representatives to affirm their respective
acknowledgemnent and acceptance,

Executed at . ~_ onthis day of , 2000.

STONEWALL INSURANCE COMPANY

By

Thie:

V..
and at’;gh#_. (np. on this S dey of £é# , 2000.

NATIONAL INDEMNITY COMPANY

By,;é__./

———

Tilg: Viee AL IPERT
Acknowledged and Accepted:
EASTGATE GROUP LIMITED DUKES PLACE HOLDINGS LP., by

its General Parner Dukes Place
Holdings L1d.

By By
Title: Title:
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The headings of the Articles and the paragraphs herein are inserted for

convenience of reference only,
meaning of interpretation of this Reinsurance.

"N WITNESS WHEREOF, the parties have caused this Reins
authorized representatives and Eazstgate Group
duly authorized representatives

thelr duly
Heldings L.P. have caused their
respectivé 8ckne wiedgement and acceptance.

Executed at ,

-

STONEWALL INSURANCE COMPANY

By

Title:

and a1 . on this

NATIONAL INDEMNITY COMFPANY

By
Titie:

Acknowledged and Accspted:

EASTGATE GROUP LIMITED

gy”
Title:

"’1”'7 K. E. Romdall
’\c«.“f Lx Canrrt

Page 17

and are hot intendad to

~_ onthis

doy of

pe 2 part of or

day of , 2Q00.

, 2000.

CUKES PLACE HDLDINGS L.P., by
its General Parner Dukes Place
Heldings Lid.

By __
Title:

»c affect the

urance 10 be exscuted by
Limited and Duke Place
o =tfirm their
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ARTICLE 27. HEADINGS

The headings of the Arcles and th
canvenicnce of reference only, and are nat in
meaning Br interpretation of this Reinsurance-

g paragraphs herein are inserted for
rended ™ be @ part of of I8 affeex the

|

\

__ __INWITNESS WHERECF. the perties have caused this Refnsurance to be exscuted by

their‘amv"authnrized representalives and Eastpete Group L‘lm'qed and Dp_ks Place
Heldings L.P. have eaused thewr duly autharized representatives 19 affirm their
|

respective acknowledgement and acceptancs-

onxhisS !fdavuf I ﬂkf , 2000

Executed at T,

sTONEWALL INSURANCE COMPANY

By

Title:

and 8% -,

NATIONAL INDEMNITY COMPANY

By
Title:

Acknowiedged and Accepied:!

EASTGATE GROUP LIMITED

By
Title:

~__onthis _ day of , 2000,

) e - —

Ep——— 4

l

SUKES PLACE HOLDINGS LP., by
its Gensral Partner Dukes Place
Holdings Lid. '

Ev,_M/ W

Title:
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Amendment No. 1
Stonewall Insurance Compazy

of Cincipnati, Ohio
Aggregate Reinsurance Agreement
No, RA 1385

This Agreement is hereby amended as follows:

Aricle 11
The second paragraph of Article 11(D) is replaced in its entirety with the following:

“In the event that (1) on or after the fifth anniversary of the Effective Date, Dukes
Place Holdings L.P. sells 50% or more of the Voting Securities of Reinsured to any other
person or persons; or (2) Reinsured becomes insolvent then Reinsurer shall, subject 10
apy required regulatory approval, have the right to become the Claims Servicer until this
Reinsurance is exhausted, and shall administer the claims under the same terms and
conditions as the original Claims Servicer, provided that, if the Reinsurer becomes the
Claims Servicer, the consideration payable by the Reinsured to the Reinsurer shall be the
reimbursement by the Reinsured to the Reinsurer of all Unallocated Loss Adjustment
Expense incurred by the Reinsurer as Claims Servicer.”

All other terms and conditions remain unchanged. This Amendment No. 1 shall come
into full force and effect on the Effective Date as set forth in the Agreement.

Executed 8t Cincinnatd, OHid Acknowledged and Accepted:
on this 29 _day of September, 2000. ‘

Eastgate Group Limited
STONEWALL INSURANCE
COMPANY :
' By:

% Name:
By: Title:

Name: Karen: 11syrBorrell

Title; Vice President Dukes Place Holdings, L.P.
By: Dukes Place Holdings 1td, General
Executed at Parter

onthis __ day of Septzm'ber, 2000.

NATIONAL INDEMNITY COMPANY By:
Name:
Title:

By:
Name:
Title:
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Amendment No, 1

Stonewall Insurance Company
of Cincinnati, Ohio
Aggregate Reinsurance Agreement
No. RA 1385 \

This Agreement is hereby amended as follows:

Artide 11

The second paragraph of Article 11(D) is replaced in its entirety with the following:

1 the event that (1) on or after the fifth anniversary of the Effective Date, Dukes -
Place Holdings L.P. sells 50% or more of the Voting Securities of Reinsured to any other
person Of persons, or (2) Reinsured becomes insolvent then Reinsurer shall, subject to
any required regulatory approval, have the right to become the Claims Servicer until this
Reinsurance is exhausted, end shall administer the claims under the same terms3 and
conditions as the original Claims Servicer, provided that, if the Reinsurer becomes the
Claims Servicer, the consideration payahle by the Reinsured 10 the Reinsurer shall be the
reimbursement by the Reinsured to the Reinsurer of all Unallocated Loss Adjustment
Expense incurred by the Reinsurer as Claims Servicer.”

All other terms and conditions remain unchanged. This Amendment No. 1 shall come
into full force and effect on the Effective Date as set forth in the Agreement.

Executed at o ‘ " Acknowledged and Accepted:
on this __ day of September, 2000.

Eastgate Group Limited

STONEWALL INSURANCE
COMPANY

By:

' Name:

By: : Title:
Nazme:
Title: Dukes Place Holdings, L.P.

By: Dukes Place Boldings Ltd, General
Executed at . Partner

on this __ day of September, 2000.

/ ’
NATIONAL INDEMNITY COMPANY By: \fu fb/ :, ~—

Name
Title
By
Name:
Title:

_ 21»933535"1
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AmendgentNo. 1
Stonewall Insurance Compsny
of Cincinnati, Ohic
Aggregate Reinsurance Agreement
No. RA 1385

This Agreement is hereby amended as follows:
Agicle 11
The second paragraph of Anicle 1 1(D) i replaced in its entirety with the fallowing®

“Ip the event that (1) on or after the fifth anniversary of the Effective Date, Dukes
Place Holdings L P, sclis 50% or more of the Voting Securities of Reinsured to any other
PEISOR OF persons: or (2) Reinsured becomes insolvent then Reinsurer shall, subject to:
any required regulatory approval, have the right to become the Claims Servicer until this
Reinsurancs is exhaugted, znd shall: sdminister the claims under the same terms and.
conditions es the original Claims Servicer, provided that, if the Reinsurer becomes the-
Claims Servicer, the consideration payable by the Reinsured to the Reinsurer shall be the
reimbursement by the Reinsured to the Reinsurer of all Unsllocated Loss Adjustment
Expense incurred by the Reinsurer as Claims Servicer.”

All other teqms and conditions remain unchanged. This Amendment No, 1 shall come
into full force and effect on the Effective Date as set forth in the Agzeement.

Executed at ; Acknowledged and Accepted:
on this __ day of September, 2000, -
Eastgate Group Limited
STONEWALL INSURANCE ,
COMPANY
By
Name:
By: Title:
Name: '
Title: " Dukes Place Holdings, L.P.
By: Dukes Place Holdings 1td, General
Exccuted 8t Shcfadt G A Pertner
on this g8~ day of September, 2000,
NATIONAL INDEMNITY COMPANY - By:
Name:

/g,'_,/ Title:
By:

Name: FLem Swoas
Title: v 7pe3i9Em
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Stonewall Insurance Campazy
of Cincinnati, Ohio

Aggregate

Reiprurance Agresment

No. RA 1388

This Agrsomett is hereby amended as follows:

Article 11

"The second paragraph of Article 11(D) is

person or pesacns; or (2) Reinnred

annivessary of the Effective Dita; Eabses
oting Securities of Reinsured to. -uxgs.dﬁq

.i».-

replaced in its extirety with the follcﬁvingt.;},'_.

sy the event that (1) on or efter the fith
Place Boldings L.P. sells 50% ot wore of the V

then Beinsorer shall, s

becomes inacivent B B
zxy required regulatory approvel, have the right to become the Claima Services uggit'this

R sinmrance is

copditions as the origioal Claims Sexvicer; provid
Claims Servicer, the consideration payable by the

- thepasme termnssandi;

reimblirsemnem by the Reinsured 10 the Remsurer of all Ugallocated Loss Adjustinent
Expense Incurred by the Reinsurer as Claims Servicer.”

All other terms and conditlons remain unchanged, This Amendment No. 1 shall came:
into full force and effect cn the Effective Date as set forth in the Agrecment,

Executed at ___ .
on this __ dsy of September, 2000,

STONEWALL INSURANCE
COMPANY

By:

Name:
Title

Executed at .
onthis __ day of September, 2000.

NATIONAL INDEMNITY COMPANY

By:

Name:
Title:

210338638

Acknowledged and Accepted:

Eest, Group Limited

By:_ 2\

Name: Ve, Mpauia

Tileoaet epoovnee Ofud\
Dukes Place Holdings, L.P.

By; Dukes Place Holdings Ltd, General
Parmqer

By
Name;

' Title;



DATED January 18, 2006
(1) STONEWALL INSURANCE CCMPANY

(2) CASTLEWOOD (US) INC.

AGREEMENT RELATING TO ADMINISTRATION
OF RUN-OFF BUSINESS

SSL-DOCSZ 70261956v3

Confidential
ST-006908



1.1

Date: Janusry 18, 2006

Parties:

(1) STONEWALL INSURANCE COMPANY, a property/casuzlty insrance company
organized under the Jaws of the State of Rhode Island (“the Company™); and

(2) CASTLEWOOD (US) INC., a corporation crganized under the laws of the State of
Delaware (“Castlewood™).

Recitals:
(A) The Company is enthorized by Regulatory Authorities to tramsact various classes of
insurance and reinsurence business in accordance with applicable law and has ceased

underwriting in respect of the Business (as defined below).

(B) Castlewood carries on the business, inter alia, of administration in respect of insurance
and reinsurance companies.

(C) The Company now wishes to appoint Castlewood to provide certsin administrative
services in respect of the run-off of the Business.

Operative Provisions:
1 Interpretation
In this Agreement, the following definitions shall have the following meanings:
“Accounting Period” means, unless otherwise stated, a calendar year;
“Affiliate” meaps, with respect to any Person, a Person who
directly, or indirectly +through ome or more

intermediaries, controls, or is controlled by, or is under
common coutrol with, such Person;

“Agents” means those parties under the direct insiruétion of the
Board providing services im compection with the
Business;
“Agreement” means this Agreement and the Schedules aftached
bereto;
“Board” means the Board of Directors of the Company;
2
35552484 : 111812008
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“Business”

“Business Day”

lla 9 Z.IMS”

“Claims Servicer”

Y

“Company Representative”

“Data”

“Effective Date”

“Foree Majeure”

“Regulatory Authorities”

“Person”

“Reinsurance Agreements™

means the business of the Company at the Effective
Datc including, withowt limitation, the Run-Off
Business and such other activities as may be reguired
by law or otherwise to facilitate the proper conduct of
the Run-Off Business;

means a day on which banks generally are open in the
City of New York for the transaction of normal banking
business (other than 2 Saturday);

means those claims arising on the Run-Off Business;

means collectively, the staff of the Company employed
1o gervice the claims of the Company;

means the individual designated by the Compeny by
means of written notice to Castlewood from time to
time as being authorized to give instructions to
Castlewood, the fitst such individual being pamed in
Schedule 2;

means all data of the Business belonging to the
Company which is processed by or stored on the
System,;

means January 18, 2006;

means circumstances beyond the reasonable control of
a party;

means the insurance regulatory authorities having
responsibility for the supervision of insurance business
of the Company in the United States;

includes an individual, firm, corporation, parfnership,
limited liability company, trust, association,
unincorporated ssociation or other entity or bedy of
persons;

means the Apgregate Reinsurance Agreement, dated as
of May 5, 2000, between the Company and National
Indemnity Company, as amended (“NIC™);

38682484 ' 11812006
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1.3

14

2.1

22

23

24

“Records” means the books and records received or subsequently
held by Castiewood in the performance of its
obligetions under this Agreement, including the Data;

“Run-Off Business” means the run-off of Claims, rights and obligations
under all insurance policies and reinswrance contracts
underwritten or ceded by the Company;

“Services” means the services provided by Castlewood specified in
Schedule 1;

“System™ means the computer systeras on which the Business is
currently processed.

Words denoting the singular numober only include the plural and vice versa.

References to a statn'e or statutory provision include a reference to it as from time to time
amended, extended or re-enacted, provided that such amendment or extension or re-enactment
shall not increase the liability of a party to this Agreement,

Headings to clauses are for the purpose of genera] identification only and shall not be construed
as forming part of this Agreement.

2. Provision of Services

The Company appoints and authorizes Castlewood from the Effective Date to provide the
Services in respect of the Business. Castlewood shall perform the Services with reasonable care

end skill in a professional and efficient manner.

The Compeny appoints and authorizes Castlewood from the Effective Date to administer the
Reinsurance Agreement. A complete and correct copy of the Reinsurance Agreernent is attached
hereto as Exhibit A. Castlewood warrants that it has read the Reinsurance Agreement in its
entirety, that the Reinsurence Agreement creates various rights and obligations with respect to
the Run-Off Business betwesn the Company, on the one hand, and NIC, on the other.
Castlewood agrees (o administer the Reinsurance Agreement consistent with the Company’s
rights and obligations under the Reinsurance Agreement. The services provided herein shall
specifically exclude those provided by the Claims Servicer.

Castlewood will assist the Company in complying with Article 9 (Access to Records) of the
Reinsvrance Agreement.

The Company shall act in good faith when dealing with Castlewood or its Affiliates and shall be
responsible for the regular review and setting of ifs strategy.

35502484 1A8/2008
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2.6

27

31

33

34

35

3.6

4.1

Both parties shall comply with all applicable laws, rules and regulations in respect of all
activities conducted under this Agreement.

The Company shall have the ultimate and final authority over decisions and policies, inciuding,
but not limited fo, the payment or non-payment of clains.

Notwithstanding any other provision of this Agreement, it is understood that the business and
affairs of the Company shall be managed by and subject to the direction and control of the Board
and, to the extent delegated by the Board, by the Company’s appropriately designated officers.

3. Recerds and Systems

The Company shall deliver or canse to be delivered to Castlewood all books and rccords
constituting the Records, as well as any other relevant information.

The Company Representative and Regulatory Authorities shall at reasonable times and on
reasonable written notice have access to and the right to examine the Records. Representstives
of Castlewood shall be made available, subject to rcasonable written motice, to assist the
Company Representativo and Regulatory Authorities in the examination of the Records.

Except as provided for in this Agreement, it is understood that the Records maintained by
Castlewood shall remain the property of the Company.

Castlewood shall be respoosible for the storage of Records delivered imto its comtrol.
Castlewood will protect Data from unsuthorized access and will take all reascnnble steps to
ensure that, once on the System, Data is kept free from any computer viruses, corruption or
inaccuragies.

The Compeny will use ils best efforts to prompily license or underiake to have licensed to
Castlewood the systems currently employed by or on behalf of the Company in connection with
the Business. The property rights to any such systems licensed to Castlewood by the Company
shall remain vested in the Company. Any specific programming or systems developments
carried out by or on bebalf of Castlewood in providing the Services, whether or not comnected
with the System, shall be the property of the Company.

If the Company’s best efforts per 3.5 are unsuccessful and Castlewood is required to utilize othar
software, then Castlewood shall use its best efforts to procirre an alternative system on which to
use such software.

4, Puration

This Agreement shall commence on the Effective Date and shall continue thereafter unless
ierminated in accordance with clause 5.
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5.1

52

53

54

6.1

s, Texrmination

Subject to clanse 5.2, this Agreement may be terminated by at Jeast 3 months prior writen notice
given by either party.

This Agreement may be terminated immediately by notice served on the other party if the other
party shall at any fime: »

52.1 commit a material breach of any of the material provisions of this Agreement and,
in the case of any such material breach capable of remedy, fail © remedy such
breach within thirty days after receipt of a notice giving reasonable particulars of
the breach and requiring it to be remedied;

522 be adjudged insolvent by a court of competent jurisdiction;

523 enter into bankruptcy, Liquidation or rehabilitation (whether voluntarily or
otherwise) or have a receiver, liquidator and rehabilitator appeinted; or

5.2.4 shall have willfully committed a material act of fraud in performing its obligations

hereunder.
During any period of notice:

5.3.1 the Company shall continue to perform its obligations in accordance with the
terms of this Agreement; and

5.32 Castlewnod shall continue o perform its obligations in accordance with the terms
of this Agreement but only in so far as they are capable of completion on ox
before the termination date,

Termination in accordance with the above provisions, or howsoever effected, shall take effect
without prejudice to the rights and obligations of the parties which have accrued at the date of
termination or which may subsequently acerue.

6. Post-termination

Upon proper termipation of this Agreement and subject to a right of set off in respect of money
owed or cepable of being owed to Castlewood under this Agreement, all sums held by
Castlewpod on behalf of the Campany pursuant 10 clause 7 of Schedule 1 shall be returned to the
Company or its designee on reccipt of a written instruction frorn the Company Representative.
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6.2

6.3

6.4

65

7.1

Within thirty days of the termination of this Agreement, the Company Representative shall be
entitled to require Castlewood to carry out one or more of the following in an ordesly fashion:

62.1 deliver to the Company all the Records relating to the Business including any off-
line storage and security copies of the Data;

622 store on magnetic, optical or other media all or any of the mformation then stored
on-Jine relating the Business and to deliver such media to the Company,

623 make and deliver to the Company such printouts of ixformation relating to the
Business as the Company may reasonably tequire,

provided that no outstanding sums are due to Castlewood and thet all reasonable costs
incarred by Castlewood in complying with these obligations are reimbursed by the
Company to Castlewood in full upon demand.

Any work incurred by Castlewood at the request of the Company after the texmination date,
regardless of the rcason for the termination, shall be reimbursed by the Company in accordance
with clause 2 of Schedule 3.

Any work performed by Castlewood after the termination date shall not constitute the waiver of
any rights or reredies which have accrued or may accrue in favor of Castlewood in consequence
of a breach of any of the provisions of this Agreement or to which Casflewood is entitled at law
or howsoever arising, nor chall it defeat the prior terminetion of this Agreement by either party.

For the avoidance of doubt, the provisions of this Section 6 and Scctions and clauses 3.2, 7, 10,
11, 15.6 and 15.7 shall survive the termination of this Agreement and continue in full force and

effect.

7. Confidentiality and non-solicitation

Confidentiality. Fach of the Company and Castlewood shall keep confidential and not use or
disclose any information previously or hereafier obtained by it pursuant to this Agreement (the
party receiving such information is hereinafter referred 1o as the “Receiving Party”) with respect
to the other or such other’s parents, subsidiaries, Affiliates or other related entities (the party, or
such party’s parents, subsidiaries, Affiliates or other related entities, with respect to which the
information relates is hereinafter referred to as the “Disclosing Party™) in connection with this
Agreement and the negotiations preceding this Agreement (such information is hereinafter
referred to as the “Confidentia] Informetion™), and the Recciving Party will use such
Confidential Information solely in commection with the transactions contemnplated by this
Agreement, and if the transactions conteruplated hereby are not consummated {or any reason, the
Receiving Party shall either retumn 1o the Disclosing Party, without retaining a copy thereof, or
destroy, any schedules, documents or other written or electronically stored mformation
constituting Confidential Information (or prepared based upon such Confidential Information) in
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7.2

7.3

7.4

8.1

concection with this Agreement and the transactions contemplated hereby and the negotiations
preceding this Agreement. ‘Without limiting the generality of the foregoing, the Receiving Party
shall be pemmitted to disclose any Confidential Information to such of its Affiliates, officers,
directors, employees, agents, lenders and representatives (collectively, “Roprosentatives™) as
have 2 peed 10 know such Confidential Tnformation, provided such Representatives shall be
informed that disclosure of such Confidential Information hy such Representatives would be in
contravention hereof and the Receiving Party shall be responsible for any disclosure prohibited
hereby by any of its Representatives. Notwithstanding the foregoing, the Receiving Party shall
not be required to keep confidential or retum any information which (j) is known or available
through other lawful sources, not bound by & confidentiality agreement with the Disclosing
Party, or (ii) is or becomes publicly known other then as a result of the disclosuwre by the
Receiving Party or its Representatives, of (i} is required to be disclosed pursuant to an order ox
request of a judicial or governmental authority, an arbitrator or arbitration panel or a self-
regulatory body or pursuant to, any law or regulation in any jurisdiction (provided that the
Disclosing Party, to the extent permitted by law, is given reasonable pricr written notice), or (iv)
is developed by the Receiving Party independently of, and is not based upon, the Confidential

Information.

For the avoidance of doubt, all methodolopies, strategic and business plans drawn up by
Castlewood for and in the performance of this Agreement shall remain the sole property of
Castlewood and nothing shall be construcd as granting the Company a license to use such
information in eny form after the termination of this Agreement without the comsent of
Castlewood.

Castlewood shall be authorized 1o refer to the Company as a client in its marketing literature.

Subject to the following proviso, both during and for a period of twelve months afler any
termination of this Agreement, the Company shall not solicit in any way the employment of, or
induce (or assist any other Person to so solicit or indoce) any officer or employee of Castlewood
to cease to be such an officer or employes, it being imderstood that this clause 7.4 shall not apply
in the event of any termination of this Agreement pursuant to Section 5.1 or by the Company
pursuant to Section 5.2.

8. Assigument and delegation

Neither party shall assign or deal in any similar manner with any of their rights or obligations
under this Agreement without the prior written consent of the otber, such consent not to be
unrezsonably withheld or delayed, provided that, subject to clause 10.2, Castlewood shall have
the authority to delegate to any person such functions as it deems necessary for the performance
of its obligations under this Agreement.
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9.1

10.1

10.2

10.3

104

9. Remuneration of Castlewood

Tn consideration for providing the Services, Castlewood shall be remuncrated by the Company in
accordance with the terms set out in Schedule 3.

10, Tndemnification and Limitation of Liability

The Company shall indepmify Castlewood against any liability which Castlewood may
reasonably incur as a result of performing its obligations under this Agreement; provided,
bowsver, that such indemnity shall not apply to any liability to the extent such liability has been
finally adjudicated by a court of competent jurisdiction to have resulied from the willful
misconduct of Castlewood (including any comsultants, independent contractors or other third
parties engaged by it) or material breach of this Agreement by Castlewood.

Castlewood shall indemify the Company against any liability which the Company may
reasonably incur 1o the extent such liability has been finally adjudicated by a court of competent
jurisdiction ta have resulted from: (i) any material breach of this Agreement by Castlewood, (i)
any willful misconduct by Castlewood in the performance of its obligations under this
Agreement, and (jii) any material breach of this Agreement by willful misconduct attributable to
any consuliants, independent contractors ot any third party engaged by Castlewood as permitted
by Section 8 hereof.

Castlewood shall at all times maintain errors and omissions insurance for its actions hereunder
with such third-party insurers and in such amounts (including as to deductibles and caps) as are
approved from time to time by the Company (such approval not to be wmreasanably withheld).

In the case of any claim asserted by a third party against a party entifled fo indemnification under
this Agreement (the “Indemnified Party™), notice shall be given by the Indemnified Party to the
party required to provide indemmification (the “Indemnifying Party”) prompily after such
Indemnified Party has actual knowledge of any claim as to which indemmity may be sought, and
the Indernified Party shall permit the Indemnifying Party (at the expense of such Indermifying
Party) to assume the defense of any claim or any litigation resuiting therefrom, provided that (i)
the counse] for the Indemnifying Party who shall conduct the defense of such claim or litigation
shall be teascnably satisfactory to the Indemnified Party, (i) the Indemmified Party may
participate in such defense at such Indemnified Party’s expense, and (1) the faitore by amy
Indermified Party to give notice as provided herein shall not relieve the Indemmifying Party of
its indemmification obligation under this Agreement except to the extent that such omission
results in s failure of actual notice to the Indemmifying Party and such Indemnifying Party is
materially damaged as a result of such failure to give notice. Except with the prior written
comsent of the Indemnified Party, no Indemmifying Party in the defense of any such claim or
litigation shall consext to entry of any judgment or order, interim or otherwise, or enter into any
settlement that provides for injunctive or other nonmonetary relicf affecting the Indcmnified
Party or that does not include as an unconditional term thereof the giving by cach clajmant ox
plaintiff to such Indemnified Party of a release from all liability with respect to such claim or
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litigation. In the evert that the Indemnifying Party does not accept the defense of any matter as
above provided, the [ndemnified Party shall have the full right to defend agains: any such claim
(at the exvense of such Indemnifying Party) or demand and shall be entitled to settle or agree fo
pay in full such claim or demand. Notwithstanding the foregoing, the Indernifying Party shall
still provide indemnification to the Indemnified Party as provided in clause 10.1 and 10.2 of this
Article 10, Tn any event, the Indemnifying Party and the Indemnified Party shall cooperate in the
defense of any claim or litigation subject to this Article 10 and the records of each shall be

available to the other with respect to such defense.

10.5 Neither party shall be liable 1o the other party for loss of profits or revenue, loss of goodwill, loss
of anticipated savings or for any type of special, indirect or consequential loss even if such loss
was reasonably foreseeable or the breaching party had been advised of the possibility of the non-

breaching party incurring the same.

10.6 Castlewood’s entire liability to the Company or its Affiliates in respect of any breach of this
Agreement or any act or omission in connection with this Agreement shall be limited to damages
of an amount not exceeding the fees paid to Castlewood during the previous 12 calendar months.

10.7 If a mumber of breaches of this Agreement andfor omissions give risc 1o substantially the same
loss, then they shall be regarded as giving xise to only one claim under this Agreement and such
claim shall be limited to damages of an amount not exceeding the fees paid to Castlewood during
the previous 12 calendar months.

10.8 If a sumber of breaches of this Agreement and/or omissions give rise to claims for damages then
the damages payable by Castlewood in respect of those claims shall not in aggregate exceed the
fees paid to Castlewood during the previous 12 calendar months.

109 Castlewood shall at all times maintain a fidelity bond or fidelity insarance coverage imuring t©
the benefit of the Company with a penal sum or limit of lability, as the case may be, of at least
$1,000,000.

11.  Force Majeure

11.1  If a party’s performance obligations under this Agreement arc affected by Force Majeure, it shall
immediately notify the other party.

112 A party shall not be in breach of this Agreement by reason of the failure or delay in performance
of any obligations 1o the extent that such failure or delay is caused by Force Majeure, and the

time for performance shall be extended accordingly.

113  If a party’s performance obligations arc affected by Force Majeure for a continuous period in
excess of thirty days, the parties shall enter into bona fide discussions with a view to alleviating
the situation or to agreeing upon such lternative arangements s may be fair and reasonsble. If

10
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12.1

122

13.1

the pertiss fail to agree upon a course of action within a further period of thirty days, then either

roay immediately terminate this Agreement by serving notice on the other.

12, Iostructions
The Company undertakes to respond promptly to all requests for instructions from Castlewood.

Any written instructions given to Castlewood by the Company Representative shall be deemed to
be instructions of the Compsny, Furthermore, any matter referred to the Company
Representative shall be deemed properly communicated to the Compary.

13.  Notices

Notices, statements end other communications under this Agreement shall be in writing and shail
be served at the addresses listed bzlow (or to such address as is notified in writing by one party
to the other from time to time) by hand, facsimile, recorded delivery or by first class post:

Company: Sionewall Insurance Company
¢/o GSC Partners Europe Ltd.
68 Pall Mall, Fixst Floor
London, SWI Y5ES

United Kingdom
Attention: Mayur Patel
Facsimile: (+44) 207 968 3636

'With a copy to the Company Representative.

Castlewood: Castlewood (US) Irc.
7901 4™ Street N. Suite 203
St, Petersburg, FL 33702
Attention: Kar] Wall
Facsimile: (727) 576-3627

13.2 Notices shall be decemed served:

13.2.1 when delivered by hand, at the time of delivery;

13.2.2 when sent by facsimile, at the time of a fully complete transmission, as
documented by receipt of confirmation generated by the sender’s or recipient’s
facsimile equipment; provided that a facsimile sent outside normal business hours

11 :
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14.1

151

15.2

153

154

15.5

15.6

on & business day at the place of receipt will be deemed sent at the opening of
nomal business hours on the next business day;

13.2.3 when sent by recorded deliverv or first class post, at the expiration of 48 bours
from despatch.

14.  Furtber assurance and goed faith

Each party agrees from time to time to do all such acts and to exeoute and deliver all such
instruments as may be required or reasonably requested by the other party to establish, maintain
and protect the rights and remedies of the other party and to carry out and effect the intent and
purpose of this Agreement. Each of the parties agrees with the other that it will at all times take
&ll steps 50 as to ensure that the provisions that are to be performed by it are properly performed
in good faith.

15. General

This Agreement sets out the entire imderstanding of the parties with respect to the matters with
which it deals and may be amended or modified only by writien instrument duly executed by

each party. ‘

Each perty acknowledges that it has not relied upon or been induced to enter into this Agreement
by any representation other than a representation expressly set out in this Agresment and pefther
party shall be lisblc to fhe other in equity, contract, tort or in eny other way for amy
representation not expressly set out in this Agreement.

If any provision of this Agreement shall in whole or in part be held o any extert to be illegal or
unenforceable under any enactment or rule of law, that provision or part shall to that extent be
deemed not 1o form a part of this Agreement and the enforceability of the remainder of this
Agreement shall not be affected.

The rights which cach party has under this Agreement shall not be prejudiced or restricted by any
indulgence or forbearance extended to the other party. No waiver by any party in respect of &
breach shall operate as a waiver in respect of any other or subsequent breach.

This Agreement may be executed in counterparts all of which together shall constitute one and
the same instrument and all counterparts shal! be deemed to be originals,

This Agreement shall be governed by and construed in accordance with New York law without
1eference to that State’s law concerning conflicts of law.

157 Inthe event that any differences arising between the Company ard Castlewood under this
Agreement, such differences shall be submitted to arbitration. The Company and
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Castlewood shail each nominate an arbiter, and the arbiters shall then cheose an umxpire
before they enter upon arbitration. In the event that either party fails o name its arbiter
within thirty (30) days of the other party requesting it to do so, the latter shall name both
arbiters, and both arbiters shall choose the umpire before entering upon arbitration. Ifthe
twa arbitrators are unable {0 agree upon an umpire, the American Arbitration Association
shall choose the umpire at the request of either party, but nothing herein shall be
copsidered an election by the parties that the arbitration proceed in accordance with the
rules or procedures of the Armerican Arbitration Association, other than the rules and
procedures applicable to appointment of the umpire. The arbiters shall then consider the
differences, and failing to agroe, shall submit only such questions upon which they
disagree to the umpire. The arbiters and the umpire shall be active or retired disinterested
executive officers of insurance or reinswrance companies authorized to transact business
in the United States. The arbiters and the umpire arc rclieved from all judicial formalities
and may abstain from following the strict roles of law. A decision of the majority in
writing when filed with the Company and Castlewood, shall be final and binding upon
both. Judgment upon the award may be entered by any court having jurisdiction thereof
or having jurisdiction over the parties or their assets. Any arbitration shall take place in
New York, New York. Eack party shall bear the expense of its own arbiter, or one-half
the expense of the two arbitrators if both are appointed by the requesting party as
provided above, and shall jointly and equally bear the expense with the other the expense
of the umpire.

[BALANCE OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties have duly exccuted this Agreement as of
the date first above written.

STONEWALL 1§§URANCE COMPANY

A

By:
Nare: VRl gancLay [
Title: ﬁg £c 1 dEnT
CASTLEWOOD (US) INC.

By: (M¢W
e e
Title:  pygapent & (oo
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1.1
12

13

14

21

22

23

24

2.5

2.6

2.7

SCHEDULE 1

The Services

Subject always to the Company Representative’s direction, Castlewood shall be
authorized to carry out the Services set ont below.

1. Processing and accounting services
Processing of premiums.
Maintenance of Company ledgers.

Payment of balances and the recovery of amounis due from insureds, reinsurers, reinsured,
brokers and other intermediaries.

Maintenance of a reinsurance credit contral system.

2. Management services
Advising the Corpany on overall strategy.

Mainteining and giving instructions pursuant to the banking resolutions provided by the
Company from time to time on bank accounts in the name of the Company at such banks as the
Company may from time to time desigoate (all funds received and disbursed by Castlewood in
carrying out the Business of the Company shall be deposited in or drawn from, a3 the case may
be, such accounts).

Submitting to Regulatory Authorities all relevant returns (including but not limited to statutory
unaudited annuzl and quarterly statements and audited statutory annual statements) received in
rospect of the Company and dealing with any inquiries which arise.

Adyising the Company as soon as any legislative or regulatory proceedings or complaints or any
other material matters relating to the Company come to the attention of Castlewood.

Provision of facility for meetings of the Board or shareholders of the Company.

Provision of information required by the Company’s tax advisors for preparation of the
Company”s corporation 1ax returns.

Monitoring the Company’s solvency.

15
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4.1

51

52

3. Claims bandling services

If requested, Castlewood may assist the Claims Servicer under the Company’s direction, in such

marmer as the Company may from time to time request in the following arcas:

. participation in ary scheme or arrangement designed to mitigate or avert Claims

or increase salvage;

. exercise of rights of subrogation against third parties in the name of the Company;

. carrying out the Teview, bandling and adjusting of Claims;

. carrying out any ancillary Claims processing work relating to the
Business;

Run-Off

. liaise with professional advisers in vespect of disputed Claims in terms of

providing information, initial instroctions;

. reviewing the Company’s outstanding Claims reserves and report the findings;

and

. reviewing and comment on the IBNR proposed by the Company’s actuaries.

4, Limitation of Authority

For the completion of contracts of insurance and reinsurance, Castlewood shall not:

. enter into any new contract;
+  extend the periods of cover under existing contracts; ox
increase the limits of liability under existing contracts,

without the prior written approval of the Company Representative.

5. Commutations .
Jdentifying targets for commutation according to, inter alia, the following criferia:

> nature of cedent/assurad;
. risk profile;

. reserve levels; and

. deterioration forecasts.

Presenting a schedule of targets and a commutations status report at each Board meeting,

, 16
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53

6.1

62

6.3

Negotiation and drafting of commutation agreements fo the extent permitted under the
Reinsurance Agreements.

6. Reports to the Company

Provision of statements, reports and accounts relating to the Business as follows:

Frequenc Service Level
(Business Days afier
period ended)
Claims received, agreed, rejected Monthly 45
Commutations progress ' Quaricrly 45
Problematic reinsurance collections Monthly 43
Reinsurance recoverics submitted Querierly 45
Credit notes received Quarterly 45
Cash received from reinsurers Monthly 45
Cashflow statemeat ‘ Quarterly 45
Management accounts Querterly 45
Claims exception report Monthly 45
Details of new claims Monthly 45
Analysis of LMX reinsurance cover Querterly 45
Underwriting Development Statistics Querterly 45
Asbestosis and Environmental Pollution Analyses Quarterly 60
Shareholder Report Annually 60
IBNR recommendation Annually 60
Unaudited and audited statirtory annual statements Annually as required by law
Unaudited statutory quarterly statements Quarterly as required by law

Castlewood shall also provide, on behalf of the Company, such statements, reports and accounts
relating to the Business to National [ndemnity Company (*NIC”) as and when the same are
roquired to be delivered to NIC by the Compeny pursusnt to the terms of the Reinsurance

Apreemnents.
The service levels are calculated on the following assurptions:

thet each monthly period will be closed on the Iast Friday of each calendar month;
and

. thet all Data is stored on the System.

17
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7.1
7.2
7.3

7.4

7.5

7.6

8.1

8.2

T Treasury and cash management functions

Liaison with bankers to ensure smooth running of accounts.

Carrying ont monthly bank reconciliations.

Investment of Company funds on short term deposit (as directed by the Company).

All bank or other funds of Company shall be maintained in a segregated aocouni and not be
commingled with funds of Castlewood o its other clients.

The Company Representative shall be authorized to access Company fund accounts.

Castlewood shal provide copies of 2ll bank statements related to Company fund accounts.

8. Corporate functions

Liaison with the Regulatory Authorities on the Company’s behalf in connection with the
Business.

Ful] company sceretarial services, including the designetion of a Company Sectretary to be an
officer of the Company, subject to approval by the Boerd.

18
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SCHEDULE 2

The Company Representative

The Company Representative shall he or such other individual as may be.
advised to Castlewood by the Company from time to time in writing,
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1.2

1.3

21

22

SCHEDULE 3

Remuneraﬁon of Castlewood

1. Anmnal fee
In consideration for providing the Services under this Agreement, and subject to the temms of this
Schedule, the Company shall pay to Castlewnod the fees as follows: {all amounts are in U.S.

Dollars):

January 18, 2006 — December 31, 2006 $1,825,000 {payable in equal
quarterly payments on January 27,
April 1, July 1 and October 1)

January 1, 2007 - December 31, 2007 $1,865,000 (payable in equal
quarterly payments on January 1,
April 1, July 1 and October 1)

January 1, 2008 — December 31, 2008 $1,810,000 (payable in equal
quarterly payments on Jarmary 1,
April 1, July 1 and October 1)

An adjustment will be made for reasonable Claims Servicer costs paid by the Company
provided they have been agreed to by Castlewood in advancc and further provided that
the total of the costs paid by the Company to employ the Claims Servicer and the fees
paid to Castlewood in respect of each year shall not exceed the amounts defined above
for each soch year.

In the event that there is a substantial change in the naturc of the Business or the quantity of the
Services provided by Castlewood, then cach party will at the request of the otber party seek
good faith to renepotiate the annual fee.

For petiods subsequent to January 1, 2009, the annual fee shall be mutually agreed 1o by

Castlewood and the Company.

2. Work outside the scope of the Agreement

If Castlewood carries out sny work not covered by the Services, then the Company shall
reimburse’ Castlewood for such work on 2 time and materials besis at its current rates (which
shall be subject to veriation from time 1o time). Castlewood shall be entitled to invoice the
Company on & monthly basis and the Conupany agrees to pay such invoices within fiftcen days of
receiving each invoice.

Any such additional work shall be carried out on the terms set out in this Agreement, including
for the avoidance of doubt clause 10.
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3.1

4.1

5.1

Subject to the prior approval of the Company, Castlewood shall be reimbursed for its out-of-
pocket expenses incurred in connection with the transition from the prior administrator to

Castlewood.

3 Third party costs

Fees include the staff and related costs of Castlewood in providing the Services. For the
avoidance of doubt, Castlewood’s fees do not include third party costs and expenses which will
be met directly by the Company including but not limited to:

3,1.1 subscriptions and dircctors’ fees;
3.1.2 legal, actuarial, andit and other third party professional fees;
3.1.3 loss adjustrnent and claims-related expenses paid to third parties;

3.14 overseas travel undertaken at the request of (or with the prior approval of) the
Company Representative;

3.15 the costs of travel, subsistence and accommodation incutred by Castlewood
personnel having to conduct work at the request of (or with the prior approval of)
the Company Representative, away from their normal office Jocations.

3.1.6 the cost of the Company’s trienuial reviews.

4. VAT

Fees and rates referred to in the Agreement do not inchude any VAT, sales tax or other tax which,
if applicable, shall be payable by the Company and added io such fees at the rate in force at the
time they become due.

5. Coxditions of payment

The fees pursuant to Scction 1.1 of this Schedole 3 are payable in advance, provided that if this
Agreement is terminated for any reason prior to the end of the then carrent month or querterly
period, as applicable, with respect to which such period any such payment has previously been
made, Castlewood shall, promptly following such termination, refund a pro-rata portion of such
fee 10 the Company (based on the number of days elapscdfnot—elapsed as of the effective date of
such termination).
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52

53

5.4

All fees payable to Castlewood under this Agreement shall be paid in US. dollars and are
deemed to accrue from day to day.

Time for payment is of the essence.

All such fees shall be payable at the address of Castlewood given for the purposes of notices
under this Agreement or at such address 2s may be notified in writing by Castlewood to the
Compeny from time to time.
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DATED January 18, 2006

(1) SEATON INSURANCE COMPANY

(2) CASTLEWOOD (US) INC.

AGREEMENT RELATING TO ADMINISTRATION
OF RUN-OFF BUSINESS

SBL-DOCS2 70261952v3

Confidential
ST-006886




11

Date: January 18, 2006

Parties:

(1)  SEATON INSURANCE COMPANY, & property/casualty insurance company organized
under the laws of the State of Rhode Island (“the Company™); and

(2) CASTLEWOOD (US) INC., & corporation organized under the laws of the State of
Delaware (“Castlewood™).

Recitals:
() The Company is anthorized by Regulatory Authorities to transact various classes of
insurance and reinsurance business in accordance with applicable law and has ceased

underwriting in respect of the Business (as defined below).

(B) Castlewood ceries on the business, inter alia, of administration in respect ‘of insurance
and reinsurance companies.

(C) The Company now wishes to appoint Castlewood to provide certain administrative
services in respect of the run-off of the Business.

Operative Prwisionﬁ:
1 Interpretation
In this Agreement, the following definitions shall have the following meanings:
“Accounting Period” means, unless otherwise stated, a calendar year;
“Affiliate” means, with respect to any Persom, & Person whe
directly, or indirectly through onc or more

intermediaries, contrels, or is controlled by, or is umder
commeoxn control with, such Person;

“Agents” means those parties under the direct instruction of the
Board providing services in connection with the
Business;

“Agreement” means this Agreement and the Schedules attached
hereto;

“Board” means the board cf directors of the Company;

2
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“Business”

‘“Business Day”

“Claims”

“Claims Servicer”

y

“Company Representative’

“Data”

“Eifective Date”

“Ferce Majeure”

“Regulatoxy Authorities”

“Person”

“Reinsurance Agreements”

35561674
S81-DOCS? 70261952v3

means the business of the Company at the Effective
Date including, without [imitation, the Run-Off
Business and such other activities as may be required by
law or otherwise to facilitate the proper conduct of the
Run-Off Business;

means a day on which banks geperally are open in the
City of New York for the transaction of norma! banking
business (other than a Saturday);

means those claims arising on the Run-OfF Business;

means collectively, the staff of the Company employed
1o service the claims of the Company;

means the individual notified in writing by the
Company 1o Castlewood from time fo time as being
authorized to give instructions to Castlewood, the first
such individual being pamed in Schedule Z;

means all data of the Business belonging to the
Company which is processed by or stored on the

System;
means Jannary 18, 2006;

means circumstances beyond the reasonable control of a
party;

means the insurance repulatory authoritics having
responsibility for the supervision of insurance business
of the Company in the United States and Canada;

includes an individual, finm, corporetion, partnership,
Hmited lability company, trust, association,
anincorporated association or other body of persons;

means (i) the Apgregate Retrocession of Loss Portfolio
Agreement No. RA - 1321, between the Company and
Nations! Indemnity Company, and (i) the First
Aggregate Excess Retrocession of Loss Portfolio
Agreement No. RA - 1322, between the Company and
Naticnal Indernnity Company.
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1.2

1.3

14

2.1

22

“Records” means the books and records received or subsequently
held by Castlewood in the performance of iis
obligations under this Agreement, including the Data;

“Run-Off Business” means the run-off of Claims, rights and obligations
under all insurance policies and reinsurance contracts
underwritten or ceded by the Company, except for sl)
such policies and contracts which the Compeny has
ceded to Unigerd Insurance Compeny pursuent to the
Quota Share Reinsurance Agreement, dated December
10, 1993, effective as of July 1, 1993, between the
Company and both Unigard Insurance Compeny and

Unigard Indernnity Company;

“Services” means the services provided by Castlewood specified in
Schedule 1;

“System”’ means the computer sysiems on which  the

Bausiness/Rum-Off Business is currently processed.
Words deroting the singular number only include the plural and vice versa.

References to a statute or statufory provision include a reference to it as from time to time
amended, extended or re-enacted, provided that such amendment or extension or re-tnactment
shall not increase the liability of a party to this Agreement.

Headings to clauses are for the purpose of general identification only and shall not be construed
as forming part of this Agreement.

2. Provision of Services

The Compeny appoimts znd authorizes Castlewood from the Effcctive Date to provide the
Services in respect of the Buginess. Castiewood shall perform the Services with reasonable care
and skill in a professional and efficient mamner.

The Company warrants that it has full power under the Reinsurance Agreements, or will obtain
such power, to delogate to Castlewood the run-off obligations. Complete and comect copies of
each Reinsiurance Agreement are attached hercto as Exhibits A and B, respectively, Castlewood
warrants that it has read the Reinsurance Agreements in their entirety, that the Reinsurance
Agreements create various rights and obligations with respect to the Run-Off Business between
the Company, on the one hand, and National ndemnity Company (“NIC™), on the other, and that
Castlewcod will at all times cause the services to be performed in a manner consistent with the
Company’s rights and obligations under the Reinsurance Agreements. The services provided
herein shall specifically exclude those provided by the Claims Servicer.
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23

24

2.5

2.6

31

32

3.3

34

35

3.6

The Company shail act in good faith when dealing with Castlewood or its Affiliates and shall be
responsible for the regular review and setting of its strategy.

Both parties shall cornply with all applicable laws, rules and regulations :n respect of all activities
conducted under this Agreement.

The Company shall have the ultimate and final authority over decisions and policies, including,
but not limited to, the payment or non-payment of claims,

Notwithstanding amy other provision of this Agreement, it is understood that the business and
affairs of the Company shall be managed by and subject to the direction and control of the Board
and, to the extent delegated by the Board, by the Company’s appropriately designated officers.

3. Records and System

Subject ta applicable law and regulations the Company shall deliver or cause to be delivered to
Cestlewood all books and records, either in original or copy format, constituting the Recerds, as
well as any other relevant information.

The Compeny Representative and Regulatory Authorities shall at reasonable times and on
reasonable written notice have access to and the right to examine the Records. Representatives of
Castlewood shall be made available, subject to reasonable written notice, to assist the Company
Representative and Regulatory Authorities in the examination of the Records.

Except as provided for in this Agreement, it is understood that the Records maintained by
Castlewood shall remair the property of the Company.

Cestlewood shall be responsible for the storage of Records delivered into its control. Castlewood
will protect Deta from unauthorized access and will take all reasonable steps to ensure that, once
on the Systemn, Data is kept free from any computer viruses, corruption or inaccuracies.

The Company will use its best efforts to promptly license or undertake o have licensed to
Castlewood the systems ciurently employed by or on behalf of the Company in connection with
the Business. To the extent the Company has any rights with respect to such property, the
property rights to any such systems licensed to Castlewood by the Company shzll remain vested
in the Company, Any specific programming or systerss developments carried out by or on behalf
of Castlewood in providing the Services, whether or not commected with the Systern, shall be the

property of the Company.

If the Company’s best efforts per 3.5 are unsuccessfnl and Castlewood is required to utilize other
software, then Cestlewood shall use its best efforts to procure en alternative systers on which 1o
use such software.
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4.1

51

52

5.3

54

4. Puration

This Agreement shall commence on the Effective Date ard shall continue thereafier unless
terminated inaccandance with clause 3.

3. Termination

Subject to clause 5.2, this Agreement may be terminated by at least 3 months prior written notice
given by cither party.

This Agreement may be terminated immediately by notice served on the other party if the other
party shall at any time:

52.1 commit a material breach of any of the material provisions of this Agreement and,
in the case of any such material breach capable of remedy, fail to remedy this
within thirty days after receipt of a notice giving reasonable particulars of the
breach and requiring it o be remedied; '

5.22 be adjudged insolvent by a court of competent jurisdiction;

523 enter into bankrupicy, liquidation or rchabilitation (whether voluntarily or
otherwise) or have a receiver, liquidator and rehebilitator appointed; or

524 shall have wiltfully committed a material act of fraud in pecforming iis obligations
hereunder.

During any period of notice:

5.3.1 the Company shall continue to perform its obligations in accordance with the
terms of this Agreement; and

532 Castlewood shall continue to perfonm ifs obligations in accordance with the terms
of this Agrecment but only in so far as they are capable of completion on or before
the termination date.

Termination in accordance with the above provisions, or howsoever effected, shall take effect
without prejudice to the rights and obligations of the parties which have accrued at the date of

termination or which may subsequently accrue,
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6.1

6.2

6.3

6.4

6.5

7.1

6. Post-termination

Upon propex termination of this Agreement and subject to a right of set off in respect of money
owed or capable of being owed to Castlewood under this Agreement, all sums held by
Castlewood on behalf of the Company pursuant to paragraph 7 of Schedule 1 shall be returned to
the Company or its designee on receipt of a wiiiten instruction from the Company

Representative.

Within thirty days of the fermination of this Agreement, the Compeny Representative shall be
entitled fo require Castlewood to carry out one or more of the following in an orderly fashion:

6.2.1 deliver to the Company all the Records relating to the Business inclnding any off-
line storage and security copies of the Data;

6.22 store on magnetic, optical or other media all or any of the information then stored
on-line relating the Business and to deliver such media to the Company;

6.2.3 make and deliver to the Company such printouts of information relating to the
Business as the Compeny may rzasonably Tequire,

provided that no outstanding sums are due to Castlewood and that all reasonable costs
incurred by Castlewood in complying with these obligations are reimbursed by the
Company to Castlewood in full upon demand.

Any work incurred by Castlewood at the request of the Company efier the termination date,
regardicss of (he reason for the termination, shall be reimbursed by the Company in accordance
with paragraph 2 of Schedule 3.

Any work performed by Castlewood after the termination date shall not constitute the waiver of
any rights or remedies which have accrued or may accrue in favor of Castlewood in consequence
of a breach of any of the provisions of this Agreement or to which Castlewood is entitled at law
or howsocver arising, nor shall it defeat the prior termination of this Agreement by either party.

For the avoidance of donbt, the previsions of this clause 6 and clauses 3.2, 7, 10, 11, 15.6 and
15.7 shall survive the termination of this Agrecment and continue in full force and effect.

7. Confidentiality and non-selicitation

Confidentiality, Fach of the Company and Castlewood shall keep confidential and not use or
disclose any information previously or hereafter obtained by it pursuart to this Agreement (the
party receiving such information is hereinafter referred to as the “Receiving Party™) with respect
to the other or such other’s parents, subsidiarics, Affiliates or other related entities (the party, or
such party’s parents, subsidiaries, Affilistes or other related entitics, with respect to which the
information relates is hereinafier referred to as the “Disclosing Party”) in connection with this
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73

74

8.1

Agreement and the megotiations preceding this Agreement (such information is hercinafter
referred o as the “Confidential Information™), and the Receiving Party will use such Confidential
Information solely in contiection with the fransactions contemplated by this Agreement, and if the
iransactions contemnplated hereby are not consnmmated for any reason, the Receiving Party shall
either retum to the Disclosing Party, without retaining a copy thereof, or destroy any schedules,
documents or other wiitlen or electronically stored information constituting Confidential
information (or prepared based upon such Confidential Information) in connection with this
Agreement and the tremsactions contemplated hereby and the negotiations preceding this
Agreement.  Without limiting the generality of the foregoing, the Receiving Party shall be
pemmitted to disclose any Confidential Informaticn to such of its Affiliates, officers, directors,
employees, agents, lenders and representatives (collectively, “Representatives”) as have a need to
Inow such Confidential Information, provided such Representatives shell be informed that
disclosure of such Confidential Information by such Represesntatives would be in contravention
hegeof and the Receiving Party shall be responsible for any disclosure prohibited hereby by any
of its Representatives. Notwithstanding the foregoing, the Receiving Party shell not be required
to keep confidential or return any information which (i) is known or available fhzough otber
lawful sources, not bound by a confidentiality agreement with the Disclosing Party, ar () is or
becomes publicly known other than as a result of the disclosure by the Receiving Party or itg
Representatives, or (iii) is required to be disclosed pursuent 1o an order or request of a judicial or
governmental zuthority, an arbitrator or arbitration panel or a self-regulatory body or pursuant to
any law or regnlation in any jurisdiction (provided the Disclosing Party, to the extent permitted
by law, is given reasonable prior written notice), or (iv) is developed by the Recciving Tarty
independently of, and is not based upon, the Confidertial Information.

For the avoidance of doubt, all methodologies, strategic and business plans drawn up by
Castlewood for and in the performance of this Agreement shall remain the sole property of
Castlewood and nothing shall be construed as granting the Compeny a Beense to use such
information in any form, after the termination of this Agreement without the consent of

Castlewood.
Castlewood shall be authorized to refer to the Company as a client in its marketing literature.

Subject to the following proviso, both during and for a period of twelve months after any
\ermination of this Agreement, the Company shall not solicit in any way the employment of, or
induce (or assist any other Person to so solicit or induce) any officer or employee of Castlewood
to cease to be such an officer or employee, it being understood thar this clause 7.4 shall not apply
in the event of any termination of this Agreement pursuant to Section 5.1 or by the Company
pursuant to Section 5.2.

8. Assignment and delegation

Neither party shall assign or deal in any other manner with any of their rights or obligations under
this Agreement without the prior written conmsent of the other, such consent not to be
unreasonably withheld or delayed, provided that, subject to clause 10.2, Castlewood shall have
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the authority fo delegate to any person such functions as it deems necessary for the performance
of its obligations under this Agreement.

9. Remupneration of Castlewood

91 In consideration for providing the Services, Castlewood shall be remunerated by the Company in
accordance with the terms set out in Schedule 3.

10. Indcmnification and Limitation of Liability

10.1 The Company shall indemnify Casflewood against any liability which Castlewood may
reasonably incur as a result of performing it obligations vnder this Agreement; provided,
however, that such indemmity shall not apply to any liability to the extent such liability has been
finally adjudicated by a court of competent jurisdiction to have resulted from the willful
misconduct of Castlewood (including any consultants, independent contractors or other third
parties engaged by it) or material breach of this Agreement by Castlewood.

102 Castlewood shall indemnify the Compeny ageinst any liability which the Company may
reasonably incur to the extent such liability has been finally adjudicated by a court of competent
jurisdiction to have resulted from: (i) any material breach of this Agreement by Castlewood, (i)
apy willful misconduct by Castlewood in the performamce of its obligations under this
Agreement, and (iii) any material breach of this Agrecment by willful misconduet attributable to
any consultants, independent contraciors or any third party engaged by Castlewood under clause
8 hereof. .

103  Castlewood shall at all times maintain errors and omissions insurance for its actions hereunder
with such third-party insurers and in such amounts (including as to deductibles and caps) as are
approved from time to time by the Company (such approvel not to be unreasonably withheld).
Castlewood shall af al times maintain a fidelity bond or fidelity insurance coverage inuring to the
benefit of the Company with a penal sum or limit of lgbility, es the cese may be, of at Jeast
$1,000,000.

10.4 Inthe case of any claim asserted by a third party against a party entitled to indemmnification under
this Agreement (the “Indemnified Party™), notice shall be given by the Indemnified Party to the
party required to provide indemnification (the “Indenmifying Party”) promptly after such
Indemnified Party has actual knowledge of any claim as to which indemnity mey be soughi, and
the Indemnificd Party shall permit the Indemnifying Party (at the expense of such Indemnifying
Party) to essume the defense of any claim or any litigation resulting therefrom, provided that (i)
the counsel for the Indemnifying Party who shall conduct the defense of such claim or litigation
shall be reasomably satisfactory to the Indemnified Party, (i) the Indemmified Party may
perticipate in such defense at such Indemnified Party’s expense, and (iii) the faflure by any
Indemnified Party to give notice as provided herein shall not relieve the Indemnifying Party of its
indemnification obligation under this Agreement except to the extent that such omission resclts in
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10.5

10.6

10.7

10.8

112

a failure of actual notice to the Indenmifying Party and such Indemnpifying Party is materially
damaged as a result of such failure to give notice, Except with the prior written consent of the
Indemnified Party, no Indemnifying Party in the defense of any such claim or litigation, shall
consent to entry of any judgment or order, interim or otherwise, or enter into any settlement that
provides for injunctive or other nonmonetary relief affecting the Indemnified Party or that does
not include as an unconditional term thereof the giving by each claiment or plaintiff to such
Indemnified Party of a release from all lisbility with respoct to such claim or litigation. In the
event that the Indemmifying Party does not accept the defense of any metter as above provided,
the Indemnified Party shal] have the full right to defend against any such claim (at the expense of
such Indemnifying Party) or demand and shall be entitled to settle or agree to pay in full such
claim or demand, Notwithstanding the foregeing, the Indemnifying Party shall still provide
indermification to the Indemnified Party as provided in paragraph 10.2 and 10.3 of this Article
10. In any event, the Indemmifying Party and the Indetnnified Party shall cooperate in the
defense of any claim or litigation subject to this Article 10 and the rccords of each shall be
available to the other with respect to such defense.

Neither party shall be Liable to the other party for loss of profits or revenue, loss of goodwill, loss
of enticipated savings or for any type of special, indirect or consequential loss even if such Joss
was reasonzbly foresecable or the breaching party had been advised of the possibility of the non-
breaching party incurring the same.

Castlewond’s entire lability to the Company or its Affiliates in respect of any breach of this
Agreement or any act or omission in connection with this Agreement shall be limited to damages
of an amount not exceeding the fees paid to Castlewood during the previous 12 calendar months.

If a number of breaches of this Agreement and/or omissions give rise 1o substantially the same
loss, then they shall be regarded as giving rise to only one olaim under this Agreement and such
claim shall be limited to damages of an amount not exceeding the fees paid to Castlewood during
the previous 12 calendar months.

If a number of breaches of this Agrecment and/or omissions give rise to claims for damages then
the damages payable by Castlewood in respect of those claims shall not in aggregate exceed the
fees paid to Castlewood during the previous 12 calendar months.

11.  Force Majenre

If a party’s performance obligations under this Agreement are affected by Force Majeure, it shall
immediately notify the other party,

A party shall not be in breach of this Agreement by reason of the failure or delay in performance
of any obligations 1o the cxtent that such failure or delay is cansed by Force Majeure, and the
time for performance shall be extended accordingly.

10
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11.3

121

12.2

13.1

13.2

If a party’s performance obligetions ate affected by Force Majeure for a continuous period in
cxcess of thirty davs, the parties shall enter into bona fide discussions with a view to alleviating
the situation or to agreeing upon such alternative arrangements as may be fair and reasonable. If
the parties fail to agree upon a course of action within a further period of thirty days, then ejther
may immediately terminete this Agreement by serving notice on the other.

12. Instructions
The Company mdertakes to respond érompﬂy to all requests for instructions from Castlewood.

Any written instructions given to Castlewood by the Company Representative shall be deemed to
be instructions of the Company. Furthermore, any mafter referred to the Company
Representative shall be deemed properly communicated to the Company.

13. Noticcs

Notices, statements and other comamunications under this Agreement shall be in writing and shall
be served at the addresses listed below (or to such address as is notified in writing by one party to
the other from time to time) by hand, facsimile, recorded delivery or by first class post:

Company: Seaton Insurance Cornpany
c/o GSC Partners Europe Lid.
68 Pall Mall, First Floor
London, SW1 Y5ES
United Kingdom

Aitention: Mayur Patel
Facsimile: (+44) 207 968 3636
With a copy to the Company Representative.
Castlewood; Castlewood (US) Inc.

7901 4% Street N. Suite 203
St. Petersburg, FL 33702

Attention: Ker] Wall
Facsimile: (727) 576-3627
Notices shall be deemed served:

13.2.1 when delivered by hand, at the time of delivery;

11
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13.2.2 when sent by facsimile, at the time of a fully complete transmission, as
documented by receipt of confirmation generated by the sender’s or recipient’s
facsimile equipment; provided that a facsimile sent outside normal business hours
on a business day at the place of receipt will be deemed sent at the opening of
normal business hours on (he next business day;

13.2.3 when sent by recorded delivery or first class post, at the expiration of 48 hours
from despatch.

14,  Further assurance and good faith

14.1 Eech party agrees from time to time to do all such scts and to execute and deliver all such
instruments as may be required or reasonably requested by the other party to establish, maintain
and protect the rights and remedies of the other party and to camry out and effect the intent and
purpose of this Agreement. Each of the parties agrees with the other that it will at all times take
all steps so as to ensure that the provisions that are to be performed by it are propexty performed
in good faith.

15, Geperal

15.1 This Agreement sets out the entire understanding of the parties with respect to the matters with
which it deals and may be amended or modiied only by written instrument duly executed by

each party.

152 Each party acknowledges that it has not relied vpon or been induced to enter info this Agreement
by any tepresentation other than a representation expressly set out in this Agreement and neither
party shall be liable to the other in equity, contract, fort or in any other way for any representation
not cxpressly set out in this Agreement.

15.3  If any provision of this Agreement shall in whole or in part be held to aay cxtent to be illegal or
unenforeeable under any enactment or rule of law, that provision or part shall to that extent be
deemed not to form a part of this Agreement and the enforceability of the remainder of this
Agreement shall not be affected.

15.4  Therights which cach party has under this Agreement shall not be prejudiced or restricted by any
indulgence or forbearance extended to the other party. No waiver by any party in respect of 2
breach shall operate as a waiver in respect of any subsequen: breach,

15.5 This Agreement may be executed in countzrparts all of which together shell constitute one and
the same instrument and all counterparts shall be deemed to be originals.

12
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15.6 This Agreement shall be governed by and construed in accordance with New York law without
reference to that State’s law concerning conflicts of law, and any dispute arising in connection
with this Agreement is subject to the non-exclusive jurisdiction of the New York courts.

157 Inihe event that any differences arising between the Cormpany and Castlewood imder this
Agresment, such differences shall be submitted to erbitration. The Company and
Castlewood shall each nominate an arbiter, and the arbiters shall then choose an umpire
before they enter upon arbitration. In the event that either parly {ails to pame its arbiter
within thirty (30) days of the other party requesting it to do so, the latter shall pame both
arbiters, and both arbiters shall choose the wmpire before entering upon arhitration. ifthe
two arbitrators arc unable o agree upon an umpire, the American Arbitration Assocjation
shall choose the umpire at the roquest of either perty, but nothing herein shall be
considered an election by the parties that the arbitration proceed in accordance with the
roles or procedures of the American Arbitration Asseciation, other thaa the ules and
procedures applicable to appointment of the umpire. The arbiters shall then consider the
differences, and failing to agree, shall submit only such guestions upon which they
disagree to the umpire. The arbiters and the umpire shali be active or retired disinterested
executive officers of insurance or reinsurance companies authorized 1o transact business
in the United States. The arbiters and the wmpire are relieved from all judicial formalities
and may abstain from following the strict mles of law. A decision of the majority in
writing when filed with the Company and Castlewood, shall be final and binding upon
both. Judgment upon the award may be entered by any court having jurisdiction thereof
or having jurisdiction over the parties or their assets. Any arbitration shall take place in
New York, New York. Each party shall bear the expense of its own arbiter, or one-half
the expense of the two ambitrators if both are appointed by the requesting party as
provided above, and shall jointly and equally bear the expense with the other the expense

of the wmpire.
IN WITNESS WHEREOF, the parties have duly exccuted this Agreement as of
the date first above written.
N‘ame: b PL. QAR AY |
Title: PeegisenT
CASTLEWOOD (US) INC.
5‘( WW
By
13
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1.1
12

1.3

14

2.1

2.2

23

24

25

2.6

2.7

SCHEDULE 1

The Services

Subject always to the Company Representative’s direction, Castlewood shall be authorized to
carry out the Services set out below.

L Processing and accounting services

Processing of preminrns and Claims.
Maeintenance of Company ledgers.

Payment of balances to reinsurers and the recovery of amounts due from insurers, reinsurers,
brokers and other insurance intermediaries.

Maintenance of a reinsurance credit contyol system.

2, Management services
Advising the Company on overall strategy.

Mainteining and giving instructions pursuent to the banking resolutions provided by the
Company from time fo time on bank accounts in the neme of the Company at such banks as the
Company may from time to time designate (all funds received and disbursed by Castlewood in
carrying out the Business of the Company shall be deposited in or drawn from, a5 the casc may
be, such accounts).

Submitting to Regulatory Authorities all relevant retums (including but not limited to stafutory
nnaudited annual and quarterly statements and audited statutory annval statements) received in

respect of the Company and dealing with any inguiries which arise.

Advising the Company as socn as any legislative or regulatory proceedings ot complaints or any
other material matters relating to the Company come to the attention of Castlewood.

Provision of facility for meetings of the Board or shareholders of the Company.

Provision of information required by the Company’s tax advisors for preparation of the
Company’s corporation tax returns.

Monitoring the Company’s solvency.

15
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3.1

4.1

5.1

3. Claims Scrvicer Function
Castlewood will zeview the Claims Servicer’s performance in the following:
participation in any scheme or arangement designed to mitigate or avert Claims
or increase salvage;
. exercise of rights of subrogation against third parties in the name of the Company;
. carrying out the review, handling and adjusting of Claims;

. carrying out any aneillary Claims processing work relating 1o the Run-Off
Business;

. liaise with professional advisers in respeci of disputed Claims in terms of
providing information, initial instmctions;

- reviewing the Company’s outstanding Claims reserves and report the findings; and
. reviewing and comment on the IBNR proposed by the Company’s actuaries.

The final authority for the acceptance and payment of cleims rests with the
Company.

4. Limitation of Authority

For the completion of contracts of insurance and reinsnrance, Castlewood shall not:

. enter info any new coniract;
extend the periods of cover under existing coniracts; or
. increase the limits of lisbility under existing contracts,

without the prior written approval of the Company Representative.

5. Commutations

Identifying targets for commutation according to, inter alia, the following criteria:
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52

53

6.1

6.2

. natore of cedent/assured;
risk profile;

. reserve levels; and

. deterioration forecasts.

Presenting a schedule of targets and & commutations status report at each Board meeting.

Negptiation and drafing of commutation agreements 1o the extent permitted under the

Reinsurance Agreements.

6 Reports to the Company

Provision of statements, teports 2nd accounts relating to the Business as follows:

Service Level
(Business Days
after petiod ended)

Claims received, agreed, rejected

Commutations progress

Problematic reinsurance colloctions

Reinsurance recoveries submitted

Credit notes received

Cash received from reinsurers

Cashflow statement

Management accounts

Claims exception report

Details of new claims

Anslysis of LMX reinsurance cover

Underwriting Development Statistics

Asbestosis and Environmental Polhrtion Analyses
Shareholder Report

TBNR recommendation

Unaudited and sudited statutory annual statements
Unaudited stantory quarterly statements

Frequency

Quartezly
Quarterly
Quarterly
Quarterly
Quarterly
Quarterly
Quarterly
Quarterly
Quarterly
Quarterly
Quarterly
Quarterly
Quarterly
Annually
Annually
Annvally
Quarterly

30
30
30
30
30
30
30
30
30
30
30
30
60
60
60

as required by law
as required by law

Castlewood shall also provide, on behalf of the Company, such statements, reports and accounts
selsting to the Busipess to National Indemnity Company {“NIC”) as and when the same are
required to be delivered to NIC by the Company pursuant to the terms of the Reinsurance

Apgreements.
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63  The service levels are calculated on the following assumptions:

. that each monthly period will be closed on the last Friday of each calendar month;

and

. that all Data is stored on the System.

7 Treasury and cash mapagement functions
71  Liaison with bankers to ensure smooth running of account.
7.2  Canying out monihly bank reconciliations.

73  Investment of Company fimds on short term deposit (as directed by the Campany).

8 Corporate functions

81 Liaison with the Regulatory Authorities on the Company’s behalf in connection with the
Business.

18

35561674 1H82008
SSL-DOCS2 P(261952v3

Confidential
ST-006903

s e




SCHEDULE 2

The Company Representative

The Company Representative shall be or such other individual ag may be
advised to Castlewood by the Company from time to time in wriling.
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1.1

12

1.3
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SCHEDULE 3

Remmneration of Castlewood

1.  Anpual fee

In consideration for providing the Services under this Agreement, and subject to the terms of this
Schedule, the Company shall pay lo Castlewood the fees as follows: (all amounts are in U.S.

Dollars):

January 18, 2006 — December 31, 2006 $1,773,000 (payable in equal
quarterty paymenis on January 27,
April 1, July 1 and October 1)

Jannary 1, 2007 - December 31, 2007 $1,810,000 (payable in equal
quarterly payments on January 1,
April 1, July 1 and October 1)

Jannary 1, 2008 — December 31, 2008 $1,755,000 (payable in equal
quarterly payments on Japuary 1,
April 1, Tuly 1 and October 1)

An adjustment will be made for reasonable Claims Servicer fees paid by the Company
provided they have been agreed to by Castlewood in advanee and further provided that
the total fees to be paid to Castlewood and the Claims Servicer in respect of each year
¢hall not exceed the amounts defined above for each such year.

Tn the event that there is a substantial change in the nature of the Business or the quantity of the
Services provided by Castlewood, then each party will at the request of the other party seek in
good faith to renegotiate the annual foe.

For periods subsequent to January 1, 2009, the annual fee shall be mutualy agreed to by
Castlewood and the Company.

2 Werk outsidc the scope of the Agresment

If Castlewood carries out any work not covered by the Services, then the Company shall,
reimburse Castlewood for such work on & time and materials basis at its current rates (which shall
be subject to variation from time to time). Castlewood shall be entiled to invoice the Company
on a monthly basis and the Compaxy agrees to pay such invoices within fifieen days of receiving
each invoice.

Any such additional wotk shall be carried out on the terms set out in this Agreement, including
for the avoidance of doubt clause 10.
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31

4.1

5.1

Subject to the prior approval of the Company, Castlewood shall be reimbursed for its out-of-
pocket expenses incurred in commection with the transition from the prior administrator to

Castlcwood.

3. Third party costs

Fees nclude the staff and related costs of Castlewood in providing the Services. For the
avoidance of doubt, Castlewond’s fees do not include third party costs and expenses which will
be met directly by the Company including but not limited to:

3.1.1 subscriptions and directors’ fees;
3.12 legal, actuarial, audit and other third party professional fees;
3.13 loss adjustment and claims-related expenses paid to third parties;

3.1.4 overseas travel undertsken at the request of (or with the prior approval of) the
Company Representative;

3.1.5 the costs of travel, subsistence and accommodation incurred by Castlewood
personne] having to conduct work at the request of (or with the prior approval of)
the Company Represcntative, away from their normal office locations.

3.1.6 the cost of the Company’s triennial reviews,

4. YAT

Tecs and rates referred 1o in the Agreement do not include any VAT, sales tex or other tax which,
if applicable, shall be payable by the Company and added 1o such fees at the rate in force at the
time they become due.

5 Conditions of payment

The fees pursuant to Section 1.1 of this Schedule 3 are payable in advance, provided that if this
Agreament is terminated for any reason prior o the end of the then current month or quarterly
petiod, as applicable, with respect to which such period any such payment has previously been
made, Castlewood shall, prompfly following such termination, refund a pro-rata portion of such
fee to the Company (based on the number of days elapsed/not-clapsed as of the effective date of
sich termination).
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5.2

53

54

All fees payable to Castlewood vnder this Agreement shall be paid in U.S. dollars and are
deemed to accrue from day to day.

Time for payment is of the essence. Fees (or refunds) which are not paid by their respective due
date shall accrue interest from day to day at & rate of 2% above the then current prime 1ate of
Citibank N.A,

All such fees shall be payable at the address of Cestlewood given for the purposes of notices
under this Agreement or at such address as may be notified in writing by Castlewood to the
Company from tirne to time. ‘
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