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AGGREGATE LOSS RATIO AGREEMENT
! Between

NATIONAL UNION FIRE INSURANCE COMPANY OF
PITTSBURGH, PA,
{hereinafter call the “Company”)

And
CAPCO REINSURANCE COMPANY LTD

{heveinafter called the “Reinsurer™}
I e I e I NN R R R R RS A RS R R R LA LR ALY 2l

ARTICLET BUSINESS COVERED

This Agreomuont applies to the net excess linbillty as hereinafter doscribed in respect of dalas of
loss on or subsequont lo the eifective dale which shall accrue to the Company during the term of
this Agreoment under all binders, policles and olher conlracts of insuranée andlor reinsurance
{hersinafter called “Pdlicles”) coverlng business inforco on the effective date and deemed to bo
Automoblie Warranty Business.

ARTICLE Il TERM AND TERMINATION

This Agreament shall be offective from 12:01 am, Eastem Standard Ttme, January 1%, 2000 and
shall remain in effect untl all liabililies aro linaizod.

ARTICLE N . TERRITORY
This Agreoment covers risks located worldwide, as per the Company's oflglnal Policies.

ARTICLE IV AMOUNT OF COVER

“The Relnsurer shall be liable for 100% of the excess loss Incured by the Company as a resulf of
an aggrogale loss ratio In excess of 100% of Not Eamed Premium (the Retentlen), howaver, nol
in excess of the greater of 100% of Nel Earped Prembium or $210,0600,000 (the limit),

The aggregate loss retio shall be the ralio Nel Losses Incurred to Net Eamed Premium. The
excess loss shall be calculated by mulliplying the Net Earned Premium by that part of the
apgregats loss ralio In excess of the Relention,

ARTICLE VY FREMIUM

The Company shall pay $20,000,000 within 30 days of execufion of this agreement.

ARTIGLE VI NET RETAINED LINES

A, This Agreement applies only o tha! portion of any insurance of rensurance which the
Company rolains nel for lis own accounl ond [n calculating the amount of any loss
hereunder and alse i compuling the amount or amounts in excess of which this
Agreement allaches, oply loss or losses in respect of thal porfion of any insuranco o
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roinsurance which ihe Company retalns net for s own account prier to. cossions fo the
Inter-Compony Pooling Agreement shall be included.

B. The amounl of the Reinsurer's lizbilty hareunder In respect of any Joss or losses shall no!
be increasod by reason of the inabllity of the Company to collect from any other Relnsurers,
whiether specilic or generat, any amounls which may become due from them whether such
Inability orises from tho insolvency of such othor Reinsurers or otherwise.

€. The Company is hereby granted permission to carry other excess ratio reinsurance either

undgertylng or overlying (his Agreement.

ARTICLE VH LOSS AND LOSS ADJUSTMENTY EXPENSE

Tho Company alono and at iis full discrelion shall odjust, setfle or compromise afl daims and
losses. Al such sdjusiments, selllemonts and compromises, Including ex gralla payments, shaf
be binding on the Relnsurer, The Company shall likewlso at ils sole discretion commonce,
continue, defend compromlse, selilo or withdraw from acliony, sulls or proceedings and generally
do all such malters and things relating lo any cfaim or loss as in its judgmont may bo beneficial or
oxpediont. Al payments made and cosis and expenses incurmed in conneclion therewilh or in
Yaking logal advice therolore {including those which are tha resull of edlions snd/or disputes
belween the insured and the Company) including but not limited to charges andfor expenses
Incurred through tho use of AlG Clain Services and AlG Technical Services, ara ellgible for
Inckislon as allocated and unallocated loss expense. The Relnsurer shall, on the other hand,
benefil proportionalely from elf reductions of losses by salvage, compromise or otherwise

ARTICLE VI ' REPORTS AND ACCOUNTING

As prompily as possible afler the end of each calendar year, the Company shall Iurnlsh a report
1o the Relnsurer showing separately for each sccident/calendar quorter:

" Subject Net Earned Premiums, inception 1o dale;
(2) Subject Net Lossos peid by the company, inception te dale;

3) Roserve for. oulstanding losses and loss adjustment expenses on such business,
including Incured but not reporled reserves.

Should the net paid fosses of the Company excoed tha Relention, the Reinsurer wil pay to the .

Company the amount by which such lesses exceed the Retention subject fo the limil spacified in
Artide W. The amount dus shall be remlited [o the company within 45 deys following recelpl of
the report by the Reinsurer,

ARTICLE X DEFINITIONS

Net Earned Premium shall rﬁean: the aggregate Net Eamed Premium prior to cesslons to the
Intor-Company Pooling Agreement on the Business Covered as recosded I the books ang
records of the Company.

Net Losses shall mean: direct and assumed loss, aliccalad an unalloéaled loss adjusiment
expenses minus respective cessions to all olher reinsurance oiher than the csssion to the Inter-
Company Pooling Agreemont, all as recorded In the books and records of the Company.

Net Losses incurred shall mean; the aggrepate Net Losses pald plus Net Losses outstanding or
doemed Incurred bul not yel reporied for the Business Covered as recorded in Ihe books and
records of the Company.
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. Inter-Company Pooling Agreement sha!i, mean; the agrooment between the Company and

American Home Assuranca Company, Cormnerce and Induslry Insuranee Company, Birmingham
Flre Insuranco Company of Pennsylvania, The tnsurance Company of the State of Pennsylvanio,
AU insurance Company, Amerkcan Inlemational Pacllic Insurance Compaony, American
International South Insurance Company, Granite State insurance Company, Hlinols Nationo)
Insurance Company, New Hampshlre Insurance Gompany.

ARTICLE X . CURRENCY

All premium brd foss paymonts hereunder shall be in Uniled Sfales curenty. The fate of
oxchango applled shall be thalt used by the Company In ils own bocke of account or in
accordance with any subsequenl adjustments thereto,

ARTICLE X AGCGESS TQ RECORDS

Pravided tho Reinsures’s halance with respect to this Agreement is curvent In accordance with the
terms and conditions of 1he Agreement, or wilh the consent of the Company, the Reinsurer or ils
duly appointed representatives shall have freo access at oll reasonable imes to such books and
records of those Divislons, Dapariments and Branch Offices of the Gompany wiich are direclly
fnvelved with the subject matter business of thls Agreement as shall refloct premium and loss
fransactions of the Company for the purpose of ablalning any and all informalion conceming this
Agreemenl or the subject matier hereof. All non-public information provided in the course of the
Inspaciion shall be kep! confidenttal by the Relnsurer as against third parties.

ARTIGLE XIt ERRORS & OMISSIONS

Any inadvortent delay, omission or error shall nol reliove olther pary hercto from any labilty
which would attach to It hereunder if such delay, omission or error had not been made, provided
such deley, omission or snor is reclified Immediately upon discovery.

ARTICLE Xl FOLLOW THE FORTUNES

The Reinstirer’s Yabllity shall attach simuftancously with thaet of the Reinsured Company, and

shall be subjec! in all respecls to the same risks, terms, conditions, interpretatiops, waivers, and -

to the same modifications, ellerations and cancellalions, as the respective Insurances (or
relnsurancos) of the Reipsured Company, the trug intent of this Agreament being tha thie
Relnsurer shall, in every caso to which ihis Agreement appfies, follow the forlunes of the
Company. ‘

ARTICLE X1V INSOLVENCY

In the event of the solvency of the Compeny, this relnsuranca shall be payable direclly to the
Company, or to ils liquidator, roceiver, conservalor or stahutory sticcessor on the basis of tho
liability of the Company withoul diminution beceuse of the insolvency of the Company or because
the liquidalor, receiver, conservator of statutory successor of the Company has failed to pay allor
a portion of any claim. itis agreed, however, that the liquidator, recoiver, conservator o stalutory
successor of the Company shall give wiilten nolice o the reinsurers of tho pendency of a claim
against the company Indicating the pollcy or bond rainsured which claim would Involve & possible
liability on the part of the Relnsurers withly a reasonable tma after such claim is filed in the
conservalion or liquldation proceeding or Iy the receivership, and that during the pendency of
such clalm the Reinsurers may investigate such claim and Interpose, al thel own expsnse, in the
proceoding where such claim is 1o be adjudicated any defense or defenses Lhat they may deem
available o the Company or its liquidalor, receiver, conservator, or slalutory successor,  The
oxpenso thus Incorred by the Relnsurors shall ke chargesble, subject to tha approval of tha court,
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ageinst the Company as pait of the sxpense of conservation or liguidation 1o the extent of & pro
rata share of the benefit which may accrue to the Company sololy as a resull of the defense
undarlaken by the Relnsurers. [

Whers two or more Relnsures are invelved in the same claim and a mejority In inlerest elect to
Interpose defense to such claim, the expense shall ba apportioned in eccordance wilh the lerms
of the reinsurance agreement as though such expenso had baon incurred by the Company.

This reinsurance shall ba payable by the reinsurers lo the Company or to its liguidator, recsiver,
concorvalor, or Stalulory successor, oxcept (a) where lhe ‘Agrooment specliically provides
ancther payoe of such reinsurance In the event of tho insolvency of tho Company, and (b} where
the Relnsurers wilh the consent of the direcl insured or Insureds have assumed such policy
obligations of the Company as direcl obligations of the Relnsurers lo-tha payees under such
policios and In substiution for the obligetions of the Company to the payees.

ARTICLE XV OFFSET

Each party herelo shall hava, and may exercise al any time and fromr time lo tme, the right to
offsel any undispuied balanco or balences, whether on account of losses or otherwise, dug from
such parly fo the other (or, If more than ono, any other) parly herelo under this Agreement or
under ony othor solnsurance apreement herefofore or hereafler entered into by and belween
them, and may oilse! the same-agalnst sny undispuled balance or balances dus to the formar
from the latler under the same or any olher relnsurence agreement betwsen (hem, and the paity
assorting the righl of offsel shall have and may excrelse such right whether the undisputed
balance or bajances due lo such parly from the other are on account of premiums or on account
of laspes or otherwise and regardioss of the capacily, whicthar as assuming insurer or 8 ceding
insuref, in which each party acled under the agreement or, if more than one, lho dilferent
agrooments involved.

ARTICLE XVi FEDERAL EXCISE TAX

A. ‘Tho Reinsurer has agreed to allow for the purpose of paying the Fedem! Excise Tox 1%
of the premium payable hereon to the extent such premium Js subject to Fedoral Excise
Tax.

B, In the event of any ralurn of premium becoming due horevnder the reifsurer wilt deduct

1% from the amount of the returm aad the Company of ils agent should take sleps fo
racover the Tax from the Uniled States Govemment

ARTICLE XVl ARBITRATION

Al disputos or differonces erising out of the intespretation of this Agreement shell be submitted to
the dedislon of two arbitrators, ona 1o ba chosen by each party, and In the event of the arbitrators
faiing o agree, 1o the docision of an umpire Lo be chosen by the acbilralors. The arblirators and
umplro shall be aclive or refiredt execulive officials of fire ¢r casualty insurance or relsurance
companios. If sither of the purties fafls to appoint an arbilmtor within one month after boing
required by the other party in wiiting to do so, such arbiiralor or umplo, as the case may be, shall
at tho requost of elther party be appoinled by a Justice of the Suprema Court of the Slate of New
York,

“Tho Arbilration proceeding shall take place i New York, Now York. The applican! shall submit Its
case within ona monih afler the appoiniment of the court of arbifration, and the respondent shall
submit its reply within one month after the receipl of the ¢laim, The arbilraters and umple ore
relioved from all Judiclal formality and may absiain from following the stict rules of law. They
shall seflle any dispute undsr the Agresment eccording Yo an equlleble rafher than strictly legal
interprotation of ils lerms and their deciston shall be final and nol subject 1o appeal.
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Each porty shall boar, lhe expenses of fis arblirator and shall jbhlIy and equally share with the
olhar the expenses of the umpira and of the arbitration.

ARTICLE XV RESERVE DEFOSIT

A, With respact In loss lisbility on an insured rsk in any jurisdietion In which the Reinstrer Is not
admitted, the Relnsurer shall fund an amount herein called the deposlt. The deposit initially
shall equal Ihe Relnsuror's share of oulstanding loas and Loss Adjustmant Expenso reserves,
including nciired but not reporicd Tosses.

B. - Tho doposi! shall be adjusted quartorly to equal outstanding foss and Loss Adjustment
" Expense resorves, Including incured but not reported logses calculoted on the basis of the
requlrements of the New York Slate Insurance Department andfor applicable Insurance
Regulatory Agoncies, corresponding to tho Reinsurer's proportionata share.

C. Tho Company may, at any ime efter dofault by the Relnsuror of paymonls owing o tho
Cornpany, require, by nolice in writing to the Reinsurer, tho paymenl of tha sum due. in the
ovent lhe Reinsurer shall not pay such sum within seven days afler recelpl of sald notice, the
Company shall be enlitled lo appropriale so much of the deposit as may ba required to
elfimlnate the defaull. Until the deposlt shall have been uiilized in tha manner aloresaid,
intorest thereon shall be crediled lo the Reinsurer quanterly at tho rate of four percent per
annum.

D. The Company may at its discrellon, inslead of taking any part of the depost, require payment
of any sum In defaull, and it shall be no defense lo any such claim that the Company might
have had recourss to the deposit.

E. The deposil may be in the Torm of cash, a Lelier of Credit, or other securily, provided such
L_etier of Credit or other secuily salisfies the requirements of the faw and the applicable
Insurance Regulatory Agency,

F. Notwithstanding any other provisions of this Agreement, the Letler of Credit or olher security
may be drawn upon by the Company al any ime lo fund the deposit or for any amounls due
fromihe Rolnsurer under this Agresment,

ARTICLE XIX COVERING LAW

This Agreement shall be governed by and construed in accordance with the lawa of lhe State of
Now York.

ARTICLE XX GONFIDENTIALITY

Alt tenms and conditions of this Agreement and any malerials provided in the Goursa of hapeclien
shall be kep! confidentlal by the Reinsurer as agakist third perlies, unless the disclosure is
roqulred pursuant 1o process of law or unless the disclosure is to reinsurer’s retrocessionalres,
financiel auddors or governing reguletory bodies. Disclosing or using this Information for any
purpose beyond the scope of this Agreement, or beyond the exceptions set forth above, Is
exprassly forbldden without the prior consant of the Company,
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H WITNESS WHEREOF, lhe pertios herclo have caused this Agreement to be oxecuted in
duplicate by their duly authorized representatives,

I this__ 2\ <k dayof :S”’:F 2000,

NATIONAL, UNION FIRE INSURANCE COMPANY OF

/ ZIITSBURGH, PA.
Ti

By te: /€ R orasicmes
And in ' this d.ayof 2000.
CAPCO RE]NSURANEE COMPANY LTD
By: Titte:
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I WITHESS WHEREOF, tho pariios herato have caussd fhis Agreement {o ba executed T
duplicale by thek duly suthorized represoniatives,

In this day of 2000.
NATIONAL UNION FIRE INSORANCE COMPANY OF
PITTSBURGH, PA.
By: Titlo:
And In this day of 2000,

‘ CAPCO REINS COMPANY LTD
By;‘(_’_"—t:__ﬂ_:’ \(fnue:__ E“*‘Wﬁ-” -

CONFIDENTIAL AIG-F 0002978



