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AGGREGATE LIABILITY ADVERSE LOSS DEVELOPMENT
AGREEMENT OF REINSURANCE

between e e

COLOGNE REINSURANCE COMPANY (DURBLIN) LIMITED
An Iiish corposaiion
having its principal offices a1
1 Goorge's Dotk
1F3.C.
Dublip 1, Ircland

(the “Company™)
and ]
NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURC))
2 Pennsylvania corporalion
baving its princips] offices at
375 Water Swrees, New York, New York, United States 10038

{tbe "Reinsurer’)

In considerstion of the promises sci forth in this Agreemen, the parties agrce as follows:

Arvtitle } - SCOPR OF AGREEMENT

As 2 congition precedent to the Reinswer's ¢ jons under this Agr i, the Comnp
shall cede 1o the Reinsurcr the bosiness dCSmbcd in this Agreement, :md he Repsurer shall
accept such business as reinsurance from the Company. The Jerms of this Agreement shal)
delenmine the rights and obligalions of the Company.

Aricle Il - PARTIES TO THE AGREEMENT

This Agreement js solely brrween the Company and xh::' Reinswrer.  When more than one

Company is named a3 & party 1o this Ags ), the firm Company d sha)l be the agent
of tht olher companles 35 10 )l marcrs porzining 1o this Agrmmnl. Performances of the
obligations of cach party undar this Ags shall be sendercd sol¢ly 1o the other party.

However, if the Compamy becomes imolvnﬁ. the Bability of the Roj shall be modificd
10 the extent set forth in the wiiclk couled INSOLVENCY OF THE COMPANY. In wo
instance shall any ixsured or reinsured of the Company or noy ¢lpimant 3gainst an insured or
reinsured o) the Company have any rights undes this Agreement.
, 1
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Artcle Il - BUSINESS SUBJECT TO THIS AGREEMENT

This Agreememt shall spply o i]lﬁmalc Net Loss which the Company is or btcomes

obligated 10 pay under tho Originel Reinsurance Contracts written by the Compeny and listed
n Schedule A.

Article IV - TERM el
This Agrceiment shall become effective a1 12,01 ann., Central Eusopean Time on March 31,

B 2001 asd shall remain in force and effect uniid the obligations hereunder have been
discharged.

Artlcle V - LIABILITY OF THE REINSURER

The Reinsuser shall pay 10 the Company 00% of the Company’s Net Retained Liability of
50% for Uhimate Net Loss paid by the Company on and afier March 31, 200} on the
business reinsvred heseundes, subject lo an overall limit of lisbility 10 the Reinswrer of US
$300,000,000.

Article VI - DEFINITIONS

(3) Ulthnate Net Loss means ihe sum actoally paid or payable by the
Company in senlement of Josses for which it is Jiable wnder the Original
Reinsvrance Coniracts, including Allocsted Adjustment Expenso, after
deduction of salvage, subrogption and other recovernies and afler
deduetion of amovns due from al) otber rainsirance, whether collectible
or nol. If the Company becomes insolvent, this definition shall be modi-
Ged to the extent 521 forth in the ankele emtitled INSOLVENCY OF THE
COMPANY.

Notwithsianding the provisions of the anicle entiticd MANAGEMENT
OF CLAIMS AND LOSSES, this tcrm shall also include 100% of
Losses in Excess of Policy Limils and 100% of Exira Conbacwunl
Obligations.

Nothing in this definition shall imply that losses are not recoverable
under this Agreement until the Company's Uhimate Net Loss has been
finally ascertained.

(b) Allocated Adjusiment Bxpense rocans expenditures by the Company
within tho tams of the Company's policies in the direct defonso of
claims and in connvclion with Losses in Bxccss of Policy Limits sud
Exira Contracius) Obigations and ns allocated 10 an individual ¢laim or
Yoss (oiber than for office expenses snd for tho salaries and oxpenses of
employees of the Company of of 20y subsidiary or related or wholly

owned company of the Company) made in conneciion with the disp
tion of 2 clam, loss, or Jegal proceeding inchuding invesiigation,
.2
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negoliation, and Jegal exXptascy; cowd costs; projudgment interest: and
postjudgment interest.

Losses tn Excess of Poliy Limits and Exira Contraciual Obligations »

(1} “Loss in Excess of Palicy Limits” means a paymont made 1o 2
third party claimant in excess of the policy Jimit which the
Company s Jegally oblipated 1o pay resulling from an action
12ken by the inswrod or assignec erising from a third party
claimant being awarded an amount in excess of the Company’s
policy Yimit as » result of the Company’s failure 10 schilc, within
the policy hmit or of the Company’s alleged or actunl
negligence of bad faith in scjecting an offer of settloment or in
the prepuration of the defense of in the sl of any action
against jts insured or in the preparation or prosccution of an
zppeal consequent wpon such aciion. .

{2) “Exwa Contracius) Obligation” means 2z loss which the
Company is legally obligated to pay, which is not covered
under any other provision of this Agreement and which arisca
from the Compony’s handling of any claim on the busincas
reinsured hereunder,

The date on which a Loss in Excess of Policy Limils or an Extra Con-
actal Obligation is incurred by the Company sholl be deemed, in alt
circumstances, io be the date of the original Ocennence.

There shall be no coverage herturides where the Loss in Excess of the
Policy Limit or the Extra Contrachial Obligation has been incurred due
10 the fravd or criminal conduct of & ber of the Board of Directors, »
corporate officer of the Company, or any other employee of the Com-
pany, acting individually or collectively or in collusion with amy
individual o corporation or any other organization or party involved in
the investigation, Jefense or senlement of any chaim covered herennder.

Any insurance or jeinswrance, wheiher collectible or not, which
indemmifies o1 protects the Company ageinsy claims which are the
subject matler of this definition and any conmibulion, subrogation, or
tecovery shall inure 1o the benefit of the Reinsurer and shall be deducted
10 u7ive st the ompount of the Company’s Net Loss.

Otcurrence means cach accidem or orewrrenco o series of accidenys or
oCCrrenCes arising out of one event regardless of the number of
employees or einployers involved, except as modified below.

As rosp an occupationa) or olher i or ¢ ive injury under
workers' compensation or employers® Nebility polk:x'cs_ for which the

. tmployer is Jiablo:

-3
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(1) Which arises flom a specific sudden and accidental event
limited in thne and phce, such occupational or other diseass
sulfered by one or more employees of one or more employers
$hall be deemed 10 be an Occunrence within the meaning of this
Agreament and the datc of Occvence shall be deemed 10 be
the date of the sudden and accidemal evenl.

(2) Which does not xise from a speeific sudden and accidensal
cvent limited in timo and place, such octupational oy other dis-
tasc or cwmvlative iofury shall be deemed 1o bo an Occunrence
Wwithin the meaning of 1his Agreemont, and the daie of Occur-
yence shall be deemed 10 bo 1he-date of tho beginning of the
disability for which compensaion is payeble if the case is

i compenseble under the Workery' Compensation law; or the
. © dale that dissbility due to said disease nchually begen if the case
is not compensablo under the Workers' Compensation Jan-.

Each case of an cmployee coptmacting such occupational or
other discase or cumulative injury for which the employer
insvred by the Company s held Jiablo shall bz considered a
separate Occurrence regardless of the date of Joss.

_ {e) Onginal Relosured means the inswance company of reinsurmce company 1o
which the Company issued an Original Reipswrance Contract

() Origlas) "Relnsurance Contract .means 3 binders, policies, ceontificates,
agreaments, Wreaties, bonds, or contracts of rek € or ret ion anthorixed by
the Company to Original Reinsureds under the same Reinswrance Form covering the
same liabilivy, whether issued in one Jayer or more than one Jayer, and appcaring on
Schedule A,

(5) Refosursnce Form means the type of Jiability reinsurance affosded by the
Company 1o its cedants and yerocedants.

(R} Ner Retaloed Llsbility means, and this Agrocment shall only apply 1o, that
pontion of any Origina) Reinsurance Contact covered by this Agreement which. the
Company retains net for its own account, and in salenleiing Ultimate Net Loss only :
Joss or losses in respect of that pontion of any i or rei we which the
Company retrins net for fis own account shall be inchided. h is vndet d and
agreed 1hat the unouns of whe Reinsizer’s Bability under this Agrcement shall not bo
increasad due to the Company’s failwe 1o rarocedo In accordance with its nonnal
prnclice, nor by reason of the mability of the Company 10 collec) from any other
reinswrer, whether specific of general, any amonnts which may bsve been duc from
them, wheaher that insbility arises from tbe insolvency of the oiher refnsiner or
otherwise. -

“4-
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Artizle V1T - EXCLUSIONS

This Agrerment shall not apply 10 2ny Jishility excludnd by the Onginel Reinsirmce
Contracts.

Anticle VIIT - MANAGEMENY OF CLAIMS AND LOSSES

The Company shall investigate and sciile or defend a)l chaims and losses. When requested by

the Reinsurer, ihe Company shall permit the Reinsurer, a8 the exponse of ibe Reinsurer, 1o be

asspciated with the Company in the defense or control of any cleim, Joss, or Joge) procczding

" which involves or js likely 10 involve the Reinsurer. Al payments of ¢laims or losses by the

. Company within the terms and Iimits of its policies which are within the Jimits sex forth in

the applicable Agreement shal) be binding on the Reinsursr, subject o the terms of ihis
Aprecment.

Ariicle}X - RECOVERIES

The Company shall pay to or credit the Reinsurer with the Reinsurer’s porlion of sny

recovery obbained from salvage, sobrogation, or other inswance.  Allocated Adjusimem

Expense for recoveries shall be deducied from the amount recovered.  However, 5 the

Allocated Adjustment Expense sncwyed n oblaining recovencs excecda the amount

recovered, if any, the cxcess Allopated Adjpstnent Exproso shall be apportioned between the

pertics in proportion to the fabilily of each party for the loss  before the recovery was
- . obtained.

The Reinsurer shal) be subrogated to the rights of the Company to the extent of its Joss poy-
ments to the Company. The Company agrees lo ¢nforee its rights of salvage, subrogation,
and its rights against insurcrs or 1o assign these ¥ghta to the Relnsurer.

Recoveries under this Agreensent shall be dlstributed 10 1he parties in an order inverse 1o this
inwhich their habifilies accred.

Arhicle X - LOSS TRANSFER PAYMENT AND CONSIDERATION

The Company shall pay to the Relnaurer a Joss ransfor payment of US $250,000,000

within thirty business days after the oxecution of this Agreement.  Ninety-cight

pereent {98%) of 1his sum shall be withheld dnd retained within an exporience account -
(the "Expenence Account™) by the Company from which the Company shall make

claim payments due from the Reinsurer heyounder.

Artlcle X1 - REPORTS AND REMITTANCES
(@) Cinbns and Losses
Within 50-days of the end of each year ths Company shall render 1o the
Reinsusor an -anpual satus repost of the Experience Account during the
preceding yeay showimg:

-5
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A) Credit balance forward from the previous stateroent

B) Withheld presiums equal 10 98% of reinsurance premiwms due
C) Interest on the positive balance within the accovnt calculared at 3 sate

of 3% per year on tbe begiming balance brought forward from the
Ppreviovs starement )

Debit kems,

A) Ultirsate Net Loss payments made by the Company during the year.

Within 90 idays of the end of each year the Company shall
prepare a repon for the Reinswer showing:

A) Ousianiding roserves, including Allocsied Adjustment Expenses, nt

the beginning of the year, plus

B) The sum of resesves, including Allocated Adiustmcnt Expenses,
intreased or esiablished during the year, minus

C) Chims and Allocated Loss Adjustment Expenses paid during the
year, cquals

D) Ouwstauding reserves, including Alloceted Adjustment Expersses, 21
the end of he year,

Upon receipt of this repont the Reinsurcy shall authorize the Company
1o draw payment from the experience spcoint for the balance due in
respect of claims paid duning she year. 35 the balmico in the experience
account is insufficient 10 sabsfy the obligation of the Reinsurer, then the
Reinsurer shall pay the amount owed in excess of the balmee of the
experience account within 90 days afler yeceipt of the report. Al
balances shall be converted 1o Unjtod States Dollary 21 tho exchange
rate used in the Reinsurer’s books.

Gentyal

In addition to the repons required by {g) above, the Company shall fure
nish such other information ay may be required by the Resusurcr for the

sompletion of the Reinsirer's quanely and anmual stmements and inter
wal records. .

-6~
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All reponts shall be rendered on forns oy in format acceptablo 10 the
Company and the Reinsurer.

Ariicle X21 - ERRORS AND OMISSIONS

The Reinsurer shal) ot be relieved of hability beeavse of an enor or accidental omission of
the Company in reporting any claim or loss or amy buxiness reinsured under thiy Agrcement,
provided that the error or omission is rectified promptly after discovery. The Reinsurer shall

be obligated only for the rchwn of the premiwm pald Jor business reported but not reinsired
_ wnder this Agieoment.

Article XID) - SPECIAL ACCEPTANCES

Business vot within the terms of shis Agr ! sy be submiued to the Rei for
special acceprance and, il acrepied by the Reinsures, shell be subject 1o ali of the terms of this
Agreement oxcept as modified by the spacial accepiance.

Article X1V - RESERVES AND TAXES

The Reinsurer shall malntain the sequired reserves as 1o the Reinsurer's portion of wmeamed
premium, if any, cleims, losses. and Allocaied Adjustment Expense.

The Company shali be Jable for all preminm taxes on premdvm ceded 1o the Reinsurer ynder
Wis Agreement. Wthe Reinswrer is obligated to pay any premivm taxes on this premiun, the
Company shall rcimburse tho Reinsurer; howover, the Company shall not be required to pay
1axes twice on the same premium.

Artlile XV - OFFSET

The Company or the Reibsurer may offsct any belance, whether on account of premium,

., commission, claims or Josses, Adjustment Expense, salvage, or otherwise, due from one

" pany 10 the other under this Agreement or nnder ay other agreement hexetofore of hereafies
entered inlo benween the Company and 1be Reinswrer.

Ardele XV3 - INSPECTION OF RECORDS; CONFIDENTIALITY

A) Inspection of records Subject to paragraph B, Confidentiality, the Company shall allow

the Reinsurer 1o inspoct, af seasonable times. the secoxds of ihe Company relevant 10 the

business reinnwed under this A groement, including the Company’s fiks concemning cleims,

losses, or legal proceedings which involve or are ¥kcly 10 involve the Reinsurer. The

m‘pn.nou may only be conducied by representalives of the Reinsurcr who excenie 8
Dty agy in 2 form satishetory 1o the Company,

B) Coufldentiality The Reinnwer acknowledges that the Original Reinsurance Contracts
and the Company’s secords with zespect 10 1hose tontracis constie valnable pnvxl:gna.
commercial and confldential mfommlon ot gmcm!l) known abowt the op<mations of
Yienwele of 1he Campany ("Company ion”) " Neither the Rcmsuur nor
. N
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W5 representatives shall, directly or indirecily, disclozo, divulge or make availsble any
Company confidential information whethey ecquired” before or aficr the date of this
Agreement, inchiding but vol Lmited to fnft i Iatiog to investmens, Fnancial,
acCOUNLNG, names and addresses of clients, earmicr rchationships, insurance biokai:gcm
relationships, merchandising, markoling and sclling practices, and 1he sorvices, functions,
SYSiems, compuicy programs, procedures, or work producis contemplated by, or produced by
the Reinsurer oy jts Tepresentalives pursuant 1o this Agreement or which they re 10 nse or
perfom in comnection with the Agreement.  As used in this Agrement, "Company
confidential Snformation™ does not inchude information which (a) is or becomes generally

available 10 the public oihse than as a sesult of 2 disc by the Rei or s

reprasentatives, (b) was availsble 10 the Reinswies on a non-tonfidentia) basis prior 10 jis

disclosure by the Rei T oF its 1epr ives, or (c) becomes available 1o the Reinsuror

on a non-confidential basis from & person oiher than the C pany or its repy ives who

o is not othenwise bound by a confidentiality sgreement with the Company or is

- . epresentalives, or is not otherwise prohibited from transmi g the infc jon 10 the
Reinsurer. - ’

Artiede XVII - ARBITRATION

Al unresolved differences of opinian between the Company md the Reinsurer relating 10 this
Agreement, including its formation and validily, shall be subminted fo arbiwation consisting
of one arbitralor choson by 1he Company, one arbitrator chosen by whe Reinswrer, and a third
asbitrator chosen by 1he Frst wo abitrators.

The parry d ding arbitretion shall communicate jis d d for arbitration 1o the other
paity by regisitred or cenified mail, idantifying the namre of the dispute and the name of ns
arbitrator, and the other party shall then be bownd 1o name irs frbitrator within 30 days after
receipt of the demand,

Fallwe or refusal of the other party 10 30 name its arbjtranor ahell empower the president of
the L Institwte of Ircland 1o name the d arbitiator. If ihe first two arbiwrators arc
unablo 1o agree upon a third arbitrator afier the second arbitrator is named, each arbiirmor
shall name three candidales, two of whom thall be declined by the other arbiwrator, and the
choice shall be made between the two remaining eandidatss by drawing lots. The srbiirators
shall be impartial and shal) be active or retired officers of propeny or casually inturance o
reinsiance companies. -

The arbitrators shall adopt their own rules and procedures end a1 relicved fom judicial fos-
malities. In addition 1o considering the rules of tquity and 1bs customs aod practices of the
intemnational insurance and reinsurnnce business, 1he mbitrators shell make their award with &
view 10 eflecting the intent of this Agreement.

The arbiuation shall uke place in London and English law shall 2pply 1o the conduct of the
arbiuntion.

The decision of the majority of the mbitraioss shall be in wriling and shall be finad mm!
binding upon 1he panies. -

-3~
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Esck party shall bear the cost of its own arbilrator and shall joinily and equally bear with the

other party the expense of the third wbditralor and other costy of the arbilration. In 1he cvent -
both arbiraioss are chosen by one panty, the foet of all arditrators shall be cquany divided

benween the paties.

The arbitrarion shall be held at the times and places agreed upon by the arbjumors.
Article XVII - INSOLVENCY OF THE COMPANY

In e evont of ihe insolvency of 1he Company, the seinsnrance procesds will be paid 10, the
Company vs the liguidator, with 1 wble provision for veriBicalion, on ihe bmis of the N
claim allowed in the insolvency p ding without diminution by reason of the inobility of :
The Company to pay al} or pant of the claim, cxcept 23 viberwise specified in the stalutes of
o any state baving juriadiction of the insolvency procecdings or except where the Agreemont,
. or other writich agreemem, specifically provides another payet of such reinsurance in the
cvent of insolvency.

‘The Reinsurer shall be given writien notice of the pendency of cach claim against the Com-
paay on the contraci(s) reinsured herewnder within a reasonsble. time afier such claim s filed
m the msolvency pr Jings. The Rei shall hove the right 1o investigate ¢nch such
claim and 10 interpose, Bl 5ts own expensa, in the p ding where such c)a)m is 10 be
. adjudicared, any defenses which it may detm a\mlable 10 the Company or its liguid The
R expense thos incurred by the Reinsvrer shall be chargeable, subjeci lo cmln':vppro\'l.), against
the insolvent Company as parl of the expenss of liguldation 10 the cxtent of a proportionats
share of the benefit which may accre 10 lhc Company solely as 3 result of the defense
undentaken by the Reibsurer.

Anicle XIX Cancelation

This Agr may bei diatcly cancelled on Wrinen notice by cither party if:

A) The pctfonnancc in whole or in part of this Agreement is prohibited or rendered
impossible de jure or e facio, in periiculas, and without prthu: 1o the generality of
the preceding words, in contequence of nny Jaw or regulstion which ia or shall be in
force in any covntxy or lerntory, or if any law or regulation shell direcily or indirealy
prevent the payment of any or all of the sums due 10 or frosn 2ither pasty;

B) The other party has beeome insolvent or unnble 1o pay itz debis or has los) the whole
or sny part of its capitaly

C) Thereis any maicrial change in ovmctship or connol of ihe other party;
D) The country os 1eyitory in which 1he other party yesides or has its headquariers or is

incorporated is involved in armed hostilities with any other couniry, whethor war is
declared or nof; or is patly or wholly occupled by anowber power; or

-9_
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E) The other paty fails 1o comply with any of the toms and condifions of this
Agrcement.

This Agrecment may be cancelled by the Company 2t any time on 90 days wrinen notice 10
the Reinsurer.

Writien nolices under this apicle shall bo sent by Tebex, facsimilc or regisiered mail and shall

- be deemed reccived when send of, where cormunications botween the parlics are inlerropied,
upon the anempl 10 send. AN outsianding losses and other resevves, if any, for business
covered by this Agreenient shall be commuted as of the daie of cancellation upon payment 10
the Company of the amount equal Lo the credit balance of the &pcncncc Account as of the
dnie of cancellation. Payynens and accoplance of that amount shall constituie 3 full and final
mutual rekease of 8l Babilitics of the partits uader this Agreomcnl.

IN WITNESS WHEREOF, the partics hiztio have caused this Apreament 10 be cxccum} in

duplicate,
s b5 dayof SE TEmse R . 2003,
. COLOGNE nmtssun.mcx: )emw“u\') m:u
=
John D’
Anest: . Financinl Conbollor

and this Eﬁcdny of gl(ﬁ\-“'w\»f __, 2001

NATIONAL UNION FIRE INSURANCE COMPANY OF MTTSBURGH

]

Anest:

10—
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Schedule A: Tb Aggregate Llabllity Adverse Loss

Development Agreement of Reinsurance

Scheduls of underlying reinsurance contracts

Contract Relnsures's | Counlry of | Reserves as at Decomber ]
Panticipation  } Origin 2000- US $'s —-for 100%

B ,

Contract A-13585 | 50.0% USA _t 254 000,000

Contract B-T3607 | 50.0% G W 83,243,000

Contract C-Y3739 | 50.0% USA $9,323,000

Contract D-T3742 | 50.0% Norway . 25734,000 -

Contract E-T3589 | 50.0% USA 38,728,060

Conbacl F-T3780 (42.2% Australia 60,416,000
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