
Nû. X)-1-GV-03-004537

T'I{E STATE, ÛF TEXAS

v.

HIGHLA,NI}S INSUII,ANCÐ COM I'AI\IY

IN THE ÐÏSTI{ICT COUIìT OF''
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oF wûlt Kltlds' cOM PEN sA'['[oN Pû[,TCxF]s

l'O'f[]L, IJONORAIll.ll JtlDcll OIì TllIS COtJR'r:

COMI-IS NOW Prinre 'l'empus, Ine., Specizrl l)eputy l{eceiver ol Ilighlands lnsurance

Conrpzrny (the Special Deputy Receiver and I-lighlands, respectively), ancl files lhis Apltlication

lo ,4p¡trove 7.¡^¡¡¡1,s.:fÞr ol Wr¡rkers" Com¡tensctlion l>olicies (Ap¡rlication). ln support of'this

Application, the Special Deputy Receiver respectfilly shows the Court as lbllows:

T. TN IdÛI}UCTTÛN

1.1 Highlands is an insurance company in rehabilitation tl'rat no Ionger unclerwrites

new or renewal policies, but instead operates pursuant to the Second Amended Plan of'

Rehabilitation approved by this Court (lìehabilitation Plan). Statesrran Insurance Company

(Statesman) is a subsidiary of Highlands whicli also no longer unclerwrites business. Statesman

is not in receivership, but insteacl operates in run-ol'1. Highlands is Statesman's reinsurer ancl

provides claims ad.justment 1'ol Statesman's few clairns.

1.2 This Application seeks approval of three agreements (the Agreements) to translèr

tlie workers' conrpensation policies and relatecl bnsiness o1'l lighlancls ancl Statesman, collectively

refèrred to as the "'fransacticln". 'fhe Agreements are as l'clllows:
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A Policy J'ransfèr and Novation Agreement with Westport lnsurance Corporation

(Westport). 'Ihis agreement woulcl translèr all workers' compensation and employers'

liability business fbr which l-lighlands was the issuing insurer (or became the insurer

through nlerger or assumption) to Westport. a Iìnancially stable insurauce company

domiciled in Missouri (Afììdavit of'Craig A. Koenig" lixhibit A-1):

A Iìetrocession Agreement with Swiss lìeinsurance America Corpolatiorr (SI{A)" in

which l'lighlands would translèr all workers' compensation business in which it

assumed a duty to pay 100% ol'the claims of'the clain'rants directly ancl del'end their

claims through a reinsurancc agrccment to SRA, a fìnancially stable insurauce

company clomiciled in the State of New York (Alfdavit ol Craig A. I{oenig, ì-ìxhibit

A-2); and

C. A l-oss Portfolio'l-ranslèr Agreernent by which Statesman will transfèr its liability as

an insurer on workers' cclmpensation busir-ress to SI{A (iìxliibit ol'Craig A. Koenig,

Exhibir A-3).

1.3 'fhis Application seeks Clourt approval of' these Agreements, and au order

authorizing the payments and transfèrs contemplated by these Agrecments.

1.4 'l'he Special Deputy l{eceiver recomrnends that entry into these agrccnrents is in

the best interest ol Llighlands. Statesman, and their policyholders and creditors.

Ëï. ,,qu'{'H{}R.ã:å'v

2.1 On Novenlber 6,2003" this Court entcred rts tlgreetl Permunenl Injunt:tiort utrri

Ortler Ápltoinling I:'et'ntunanl |let:t:it;er (ltehabilitation Order) lriacing Iiighlancls inïil

receivership (l'lighlancls lteceiversl'ri¡r) and appointiug the f,lonnissiclner 01' lnsura.nce o1'the

St¿rtc ol' l'c.r¿rs its ltcccivi:r.

2.2 lìf'f'ective .lanuary 30,2004, the l{cceiver er¡rpointecl Prime'l'enrpus. Inc. ¿rs Spcoial

A.

B.
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Depr-rty lìeceiver.

2.3 On .lune 6, 200fì. this Clourt eutercd its Orcler tlp¡trotting Sec:ond Amendetl Plan of

ILehubiI it utlon, approving the Ilehabilitation Plan.

2.4 'l'lie Special Deputy l{eoeiver is authorizecl to fìle this Applicalion pursuant to 'lex.

lns. Cocle Ann. Q 443.008(a) and $ 443.102.

2.5 'l'his Court hars original.juriscliction to he¿rr dris Application pulsuant to 'l'ex" Ins.

Cocle Ann. $ aa3.005(c).

2.6 'l'hc sub.iect nratter ol'this Application is relèr'r"cd to the Master appointecì by this

Clcrurt uncler The Antenclecl Orcler o/'Ref'erenc:e lo Musler enterecl November 4.2005. 'l'he Master

l'rasauthorifytorecluost¿rndacceptevidence pursuetntto I'ex.R.Clir,1 P. 171.

2.7 A rehabilitation plan 1'ol an insurance compâny can include prclvisions 1br the

"assumption or re insurance ol'all or a portion of'the insurer's remaining liabilities by, and translèr

of assets and related books and records to, an authorizec'l insurer or other entity." 'I'he

Rehabilitation Plan contemplates a potential sale or transf-er o1' the wotkers' compensation

policies. Pursuant to Tex. Ins. Cocle Ann. $ 443.1 03(a), the Special Deputy Recciver is authorized

to carry out the ltehabilitation Plan.

xr{" st.,&Nì},&RD ûF' ltEvxmw

3.1 'fex. lns. Code Ann. $ 443.007 places the burden on any party objecting to the

Application: "An objecting party has the burden of showing why tl're receivership court should

not authorize thc proposed action." J'his Court reviews the Special Deputy Receiver's ¿rctions

taken to implement an approvecl plan of rehabilitation under an abuse o1'cliscretiou stanclard.

T'uckerv. (Jni.versul In,y. Exch.,2010'l'ex. App. [,liXIS 6348,2010 WI.3059201 ('l'ex. App.--

Austin 2010,nopet.), citing Am. l\en. Lile Ins. Co.y. Llill Countt'y LiÍ¿ In,s. (1o.,582 S.W.2d227
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('l'ex. Civ. App.-Fort Worth l9l9).

3.2 'T'ex. Ins. Code Ann. $ 443.103(c)(l) providcs that a plan of rehabilitation, with

sonle exceptiorrs, must provide no less Iävorable treatrr-rent o1'a claim or class of'claims than

would occur in liquidation. Ilowever, a reinsurance plan need not treat all policyholders in the

sanre làslri<>n. Moody v. Stctte,344 So. 2cl 160 (Ala. 1977). Dilferent treatment ol diflèrent

policyholders can be necessary to ensure a just result fbr all. Moody v. Slale,538 S.W.2d 158

(Tex. Civ. App.-Waco 1976, writ ref'd ri.r.e.).

{V" å}ACKGI{ÛL]NT}

4.1. Flighlancls col'nrllenced busincss on.lanuary 1" 1958. In the years trctrveen ils

conlmenccnrent of'trusilrcss and its entry into receivcrship" Flighlancls nrerged with numerous

other insurance cor'ìrp¿rnies, ¿rncl assumecl business via nov¿rlicln 1ì'om othcl insut'auco conlllanies.

llighlancls helcl liceltscs to transact busincss in all fìfiy statcs, thc Disll'ict ol'(loìunrbia. Gu¿ul

ancl Pucrto Rico.

4.2 l'{ighlands ceased issuing new policies in December 2001 and began operating in

runolïnrode, with the Commissioner's approval. Ilighlands began requesting authority fì'om each

department of insurance to cease renewing policics in l)ecember 2001 , and received all regulatory

approvals l-or non-renewal in every state.

4.3 Statesman commencecl business as a domiciliary o1'the State of Incliana in 1956.

Statesman was subsequently redorniciled to 'l'exas. Statesman is not in receivership, but remains

a subsicliary of l{ighlands. Statesrnarì no longer underwrites insurance business, but is instead

paying claims as they come due (in a state of"'run-of'f"'). Statesman has a lèw known workers'

oompensation claims as well as a theoretioal poterrtial lbr ineurred but not reported ciairns.

4.4 Among the lines ol'property ¿rnd casualty insurance business underwritten by

{-iighlancls and Statesman. Iliglilands and St¿rtesman underwrote workers' compensation business
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in ltumerous states. l'he Rehabilitation Order authorized the lìeceiver to pay approvecl policyholder

claims and to continue the payn'rent of workeLs' compensation benel'its. At the inception ol'

receivership, I'lighlands h¿rcl zrpploximately 4,400 opeu workers' cotrpens¿rtion cl¿rims. lìy .lul5,

2007. approximately I,616 rvorkers" compensertion claims \\ret'e opell. Ilr May o1- 2020,

approximately 455 worl<ers' compensation clains remaincd open. Although thc remzrining

workers' compensation business sp¿ìns l'nrnler"ous states" approxitlately 70o/o o{'the cl¿ril-ns ¿rre

locatecl in five states.

4.5 Parargrzrph g.l o1'the l{ehabilitalion Plan contemplates ihc s¿rle ot'translèr o{'

llighlancls'bnsiness. 'fhe Plan provides tha1 "a salc or translèr of the worl<ers'colnpensation

business will at sor.ne poir.rt become a necessity. Otherwise, the rehabilit¿ttion proceecling woulci

have to continue fòr sever¿rl clecacles until the last payment is macle." 'l'his provision aligns rvith

'l'ex. lns. Code Ann. $ 443.103(dX2), rvhich permit a rehabilitation plan to ptovicle l'or the

"etssnr"nption or reitrsul'¿urce of'aìl ol a portion of the insuret's retraining iiabilities [ry. anci transfì:r

ol'assets ancl rclatecl bool<s ancl recorc'ls to, an authorized insurer or other eutity."

4.() 'lllie Special Deputy lì.cceivel'monitors the progress of'the l{eh¿rbilitation Plan

through a nurtrber clf analytical clevice s, iriclucling an Hcononlic Clash lllow Model (ÌìCIrM), clailns

stafTanzrlyscs, ancl actuarial input. 'l'he (lourt cnterecl its Order Grar-rting Motion to Set Dsaclline

to Submit Ljpclates fìlr [Jncleterminccl. (ìontingcnt. or lJnlicluic'latecl l]roo1.s of'Clairls on.luly 17,

2019. As a result ol'this proee ss, slightly I'e$'cr th¿ur h¿rlf'of-the eontingetrl. ancl unliclLriclatcci claints

holders snbmittecl claims updates ancl document¿rtion. Dr,rring 2019 the Speoial Deputy I{eceivcr

also rct¿rinccl Willis '|owers Watson to perform actuari¿rl ¿llicf claíus analyses o{'the \\,orkcrs'

compensation ¿rricl Bnvironlncntal ancl M¿rss'I'ort (fii\4'l') cl¿rims. 'l'his analysis identilìed aclterse

cleveloprrrenls in multiplc are¿ìs.

4.1 Dr-rring 2019. the Special Depr-rty Ile<;eivcl''s tezrnr began negotiations with
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Westport and SILA as to whether Westpolt, SIIA, I lighlands and Statesman coulcl reach agreement

by which Westport and SIIA woulcl ¿ìsslrme lì:om l"lighlancls ancl Slalesman all oJ'tlreir workers'

compensation business.

V. T'ììIdMS ÛtrI PR.ÛPÛSIIÐ TRANSACTXON

5" I 'l'hc Agreenrents provicle the Jbllorving tertrs:

A. J'he Assumption errrcl Novatiou Agrecmcnt provicles that lìighlancls u,ill trartsfir'

the sum ol'fi29.670.637 to Westport. though this sum will be sr-rtiecl to acliustnent

througl-r a roll lbrwald mechanism to acljust tho price for clevelopntents betwecu

I)ecenrber 31,2019 erncl closing.

ll. A lìetrocession Agreernent between I'ìighlarncls ancl SRA provic'les lbr llighlands

to translèr flì240,000 to SI{4.

Cl. A l,oss Portfìrlioli'anslèr Agrecnrent between Statesm¿ur ancl SltA. 'l'he cil'ective

ciate will bc Decemirer 31,2019. 'i'his Agreement proviclcs fìlr Statesuran tct

translèr $4.500.000 to SIl.A.

5.2 '['hc Agreeurents will be cl'f'ectivc ¿rs ol'Dccetnber 31, 2019.

VI. ,{NALYSTS OF PRÛN}OSET} TTRANSACTT{}N

6.1 "l'he Special Deputy l{eceiver analyzed wheiher the plo¡rosecl trausactions rvith

Westport and SIIA are lirir to Highlancls' and Statesman's u,orkers' conrpensatìon cl¿titlants as

wcll ¿rs cl¿rinrants with clainls uncler other polioies.

6.7 'l'lre Special Deputy lì.eceivcr recomurencls th¿rt the Llourt approve the 'l'r¿ursaction

lbr the lbllowing reasorls:

¿ì. thc'l'ransaclion woulci ensure smool.h processing <lf'u,orkers' colllpells¿ttic¡n claims

by a solveni insul'er':

b. the 'l'ransaction rvoulcl s¿rvc the I lighlancls receivet'slrip estatc thr: cl¿rirns acljustmcnt
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oxpelÌst:s assooi¿ìled with the u¡orkers' courpensation trusiness;

the consicleratiorr tliat I'lighlands would pay to Westport ancl SIì.A. ancl that

Statesl-nan wor¡lcl ¡ray to SlìA is reasonable in light ol'the r:xlet'ìt ol'tlrc risk assumed

by Westport anci SI{4, particularly since IIigl-rlzrncls ancl Statesurau woulcl be s¿rvecl

thc lìrrthcr cxpcllse ol'acl.ir-rsting the losses.

the 'I'ransaction would save the Ilighlancls receivership estate the eost of

reinsurance and retrospcctive prcmiuur collection on the workers' courpensation

business:

the 'lr¿ursaction woulcl save the I"lighlands reoeivership estate substantial estinratecl

¿rchninistr¿rtive and claims expenses currently associ¿rtccl with the hanc'lling of the

rryorkers' compensation book o1'trusiness;

the 'l'r'ansaction woulcl expeclite the closurc oI'the llighlancls receiverslrip estate. as

the translèr o1'lhe worì<ers' ooLnpensation boolt o1'busincss wclulc'l l'ernove sonle

long-tailecl lilètime benelìl losse s fì'onr thc claims zrgainst llighlancls;

thc '['ransaction woulcl proviclc strong compauries to ¿ìssume the workcrs.

compensation claims, reducing or clinrinating unccrtainty fìrr those claimants;

the '['r¿lnsaelion q¡or-llcl leciuce the inve strnent irortfblio risk associatccl rvith

investing ¿rssets to ¿rclcL'css the rvorkers' oompensation losscs,

the l'ransaotion woulcl reciuce infbrmation technology cosls ancl risks assoctatecJ

u,ith ac'lministcring the workers' coutpens¿lticln tlusiness: ancl

'l'he'lì'ansaction woulcl rcsolve all known losscs oJ Stalesnran while leaving

St¿rtesrran with ¿rssets fòr any unl<nown claims" 'l'he Statesman portion is lìrncleci

by a ti:ansf'er o1'a porTion oJ'Statcsman"s assets.

'l'he Special Deputy lì.eceiver attaches to the AI'lìcJavil ol'fìr'aig z\. I{oenig. thc

ct.

c.

I

J

oE'

h.

6.3
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Presiclent of thc Special l)eputy lìeceiver, the Ägreements ancl exhibits which provicle clata

regarcling tlre'l'ransaction.'l'hc three propctsec'l Agrcements are attachecl as Bxhibits A-l thlough

A-3 to Mr. Koenig's Afliclavit. Exhibit A-4 to Mr. Koenig's AllÌdavit sets l'orth a balance sheet

fbr lìighlerncJs ¿rs ol'May 31,2020. lìxhibit A-5 to Mr. Koenig's AlTcl¿rvil sets lbrth a tt'ue ancl

corrt:ct copy of the balance sheet lor St¿rtesnran as ol'.lune 30" 2020. lixhibit,A-61o the Allìclavit

ol Mr. Koonig prclvidcs ¿t sr-ulrmat'y o1'lhc number o{'workers' cotnpensation claims ancl soure

desor:iption cll'the nature ol'the cl¿lir¡rs. i:ixhibit A-7 t<t Mr. Koenig's Aflìdavit cont¿rins a proiection

o1'the costs o1'aclniinistering the workers' compensettion book o1'business. 'l'his cost will be

climinatecl upon tho closing o1'the 'lr¿rnsaclicxr. lixhibit A-B to the Alfrclavit of'Mr. I(ocnig plo.iects

tl-re cost o1' ¿rcllrrinistering ilre Ilìghlancls business Llporl translèr ol' the worl<ets' compctrsation

business. l'lxhibit A-9 pro.iects tl-rat the availability o1' assets lbr tion-workers'-colt'lpensatiott

clailrants is not adverscly a1'fèctecl by the'l'r¿rnsactiol.l. 'l'his is bec¿ruse thc'l'r¿rnsaction eliminal.es

a subst¿urtial plo.jected item o1' adrrrinistlatirre expr:rlsc in connection with the wol'kcrs'

corlpensati<ln busiuess.

(t.4 'I'he Special DcpLrty lìeceiver's analysis of'the 'l'ransaction assumes that it rvill be

necessal'y to place Ilighlzrncls in licluidalion rcgardless ol'whether the wotkers' cotrpensattiot"t

policics ¿rre tr¿rnsfèrrecl to Westport.'l'his anzrlysis includcs" anlong othet'consiclerations. titr:

analysis ol-whelher the cost ol'the'l'ransaclion is an appropriate cost in light o1'the Ìiabilitics cccled,

ancl wlrether the elilliltalion ol'Ilighlarrcls' obligalion fbr the achinistration ol'thc worltet's'

compcnsation business (whether in rehabilitation or by the gu¿u'¿ìnty ¿tssociations in licluiclation)

will benelìt all policyholclers ancl creclitors.

6.5 If'thc 'l'rallsaction cloes llot occur. tlrc rvolkers' compells¿rtiolr claills vvoulcJ be

acl.jr:stecl ancì paicl by the guaranty ¿rssoci¿rtions when l'lighlancls is placeci in liquiclation. 'l'hosc

guaranty associations, in turn. would be entitlecl to an aclministrativc claill lÌrr payn-rent of'the
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oxpenses of'acl.jr.rstrrent ol'those rvoLkers' compensation clainrs. inclr"rcling an allocable poltion of

urrallocated loss acljtrstmerrt expenses.'l-ex. lns. Code Ann. $ 443.001

6.6 fhese expenses inclucle:

(2)'l'hc reasonable expenses of'a gnarzrnty zrssocizrtion" includitrg ovcrheacl, satläLtes

and other general ¿rdministrative expenses allocable to the receivcl'ship to includc
¿rdministr¿rtive ancl claims handling expcnst:s anci expenses in c<tnneclion r.vitl'r

errrangemelrts lbr ongoing cover¿ìge, other th¿rn expense s incurred in the
perl'omrauce ol' clnties uncler Section 462.002(3). 463.108, 463.111" 463.113,
463.353. or 2(t02.1 l3 or similal' duties under 1he statute governing a similar
organization in ¿inother state. In the case o1' the 'l'exas Property ancl Cersualty

Insurance Guaranty Associ¿rticln ancl other property ancl casuarlty guaranty

¿rssooi¿rtions. the expenses shzrll ir"rclude loss zrd.iustmetrt e xpenses" incluclirtg
acl.justing ancl other <:xpenscs and clelènse ¿urcl cost contaiumeut expenses. f ...1

6.1 ln assessing the impact ol'tlre translèr ol'¿tsscts to \rVestport ¿rncl SllA in

consider¿rtion 01'Westport's ancl SIìA's zrssumptiorr o1'thc worl<ers' compensaticxr business, the

Special DcpLrty Iìccciver considerecl:

A. the result if thc worl<ets'conrl'rens¿rtiou

I{ighlands is placed in liquidation; ¿r¡rd

l]. the rcsnlt i1'thc worhers' compensation

Ìlighlands is trrlaced in licluiclatior"r.

policies ¿u'e not transfèrred to Westport. ancl

policics are translèr'red to Wcstport, ancl then

In conducting this analysis, the Special Deputy Iìcceiver rccognìzes that the

guarernty ¿rssociations will irave a Cllass 1 claim unclcr'I'ex. Ins. Cocle Ann. $ 443.301(a)(2) 1ìlr

their loss ad.justrlent cxpeltses. As ì:ìxhibit A-6 to Mr:. Koenig's AlÏclavit clemonstratcs. the

l,tighlands' workers' compcnsation b<loli involvcs ci¿rirns in clozens o1' states" rvith lìr,e state s

holdirrg 70o/or>l- ilie clairrs. Numerous gualanty associations woulcl ncccl to open files ancl lr¿urclle

l'lighlancls workers' conrpensation clain'ls. I;urther, absent a tlansl'cr to Wcstport ancl to SIì.4. the

Special Deput¡r lìcceiver u,ould contilluc to incur cxl)cnses 1o cctlleci 1hc reiusurance cln 1he

workers' conlpens¿ìtion losses ceded. ¿rncl to ¿rclminisier collection o1'c'lec'luclibles ¿ulcl retrospective

plcr-r'riurrrs.l'hese expcnscs zu'c 1'rrtr.jcctccl in }:,xhibit A-4 to thc Af'lìc'lavit ol'Craig A. I{ocnig.

6.8
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6.9 "l'he analysis o1'transactions such ¿rs those proposed hcre, by their nature, involvc

plo.jections ¿rncl estiur¿rtes. ¿urcJ no oonclusions c¿rn be m¿rde with one hultdrecl pt:roettt precision ot"

oertainty. Ilowevcr, thc Special Deputy lìecciver, alter analysis, concludes that:

A. 'l'he T'r¿rnsaction does not prejr-rdice worhcrs' compensal.ion clainrants, as their cl¿ritns

would be paid whethel l'lighlancls is placccl into liquiclation ol' rem¿ìitrs in

rehabilitation. 'I'he introduction o1'a solvent insurerto päy those clains is prel'elablc

to imposing the burclen of'arcllustrnent upon the guaranty associzrtious.

B. 'l'he proposecl transaction does not pre.jurdice the elaimants who hold non-worl<ers'-

ccrmpensation cla.in'ls because i1'thc worker's cornpens¿rtion business is not tr¿rnslèrrecl

1o Westport. the assets ¿rvailablc fòr pzrynrcnl o1'non-workers'-compensation cia.ims

when IIighl¿urcls is placecl in licluiclatior-r will be recü"rcecl by the ¿rclministrativc

expenses lòr the guaranty associ¿rtions' acljustment ol'thc workcl's' cotlpeusation

claims. lìurther. the lincìs availablc 1ìlr ¡:ayurent to non-rvorkcrs"-compensatiotr

claimants will also be climìnishecl to ¿r lesscr extent by thc Special Depuly Rcceiver's

achlinistrative expcnses ili collecling reinsurance on worltcrs' cornlrenszrtiou business.

ó.10 After care fìll consiclclation of' this analysis of' licluid¿ttion scenarios. thtl Spccial

Dcputy Iìcceiver recornmencJs thc proposecl'lransactioit.

6.l 1 'l'hc Speciarl l)cputy l{eceiver leplesents to thc Cor¡rt that the proposecl ''l'r¿lnsaction

is in thc bcst interest of the ÌIighlancls llcceivership. its policyholclcts, itnd ereclitors.

NOT'{CF]

6.12 'l'hc Spccial Deputy I{eceiver providecl notice ol'the 1ìling o1-this Appiic¿tticln to

all persons rvho lrave rccluestecl ncltioc in llre receivership est¿ìte in accorcl¿urce with'l'ex. lns. Cocle

Arirr. $ 443.007 ¿rircl thc Order of'lLefircnce.'l-he Spccial Deputy I{cccivcr ¿ilso noticecl all parties

in intcrest ¿rs that temr is clefìnecl in l'ex. ìns. Cloclc Ann. $ 443.004(a)(l 7) ancl as slrorvll on the
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certi fìcate o1' servicc.

6.13 'l'lie Special l)eputy lìeceiverwill also m¿ril a noticc of this hearing lo ¿rll worlcers

compensation policyholcìers iclentihed in the electronic recorcls o1'the conlparly. and all claim¿ruts

with un-acliuclic¿rtecl proofi o1'claim in acldition to thal notice givcn to the service list in this

lxattcr. 'l'his nolice incluclecl a clescri¡rlion of-thc'l'ransaction auci gave cach recipient a rvebsite

link to obt¿rin a copy of-ille lill motion ¿rs well as er tclephclne nurnber lo call to pcrsclually recluest

such a copy. A true ¿rnd coLrect copy o1'this lirrn o1'notice of'hearirrg is attachcd to the AfÏdavit

ol'Cìraig A. Koenig as fìxhibit A-10.

v[r. ûFFriR ûF' ]]ruûOF

7"1 'l'lic fàcts cont¿rinecÌ in thìs Application lrave trcelr velifìecl by Cìraig A. Koetrig,

llresic'lent of'Prilncl'empus" Inc.. ¿rs Special Deputy l{ccciver'. u,ith an af'fid¿rvit ¿md certilication

pursuarrl to 'l'cx. lns. Code Ann. $ 443,017(b).'l'his al'1ìclavit. its l-lxhibits ancl celtiJ'ioation is

incorporatccì by ref'erencc ¿rs if'f ully set out into this Application as l'rxhibit A.

VIìI. ÏtÐQ{Jnrì,S'f' li'{X¿ RÐf,[{lF

WIIEIìLiFOIl[], PRIiMISIìS CONSIDlill"LtD, Plime 'l'enrpus lnc.. as Special De¡ruly

Iìeceivel ol'the Ilighlands Insurance Oorlpany. rcquests th¿rt this Clourt entct'an ordcr':

,4. Accepting lJxhìbit A, the AlÏclar¡it of'Craig A. Koenig, ir-rclucling thc lixhibits

A-1 through A-10, into er¡iclence:

ll. lì'iucling fliat the notice o1'this hearing anci the pr"oposcc'l notices to be given in

conncction with thc proposcd transaction alc allpropriato:

C. Iììncling that tl-rc'lì'ansaction is in the best interesL of'thc llighlands lìeceivcrship

and its policyholders ¿urcJ crcciiturs, as well ¿rs St¿rtesnlan ancl its polic5,þe1¿ers ¿rncl creciilors:

D. Approving this Applic¿rtioll in all respects ¿rncl authorizing the Special Deputy

Iì-eceiver to executc the ¡\f¿r'eemcnts:

Applìcation to A¡r¡rrovc 'l'ransl'el of'Worl<crs' Corrr¡re tisation Policies Page I 1



H. Ordering that Iìighlands may transl'er to Westport ancl SIIA the right to Lecover

reinsurance on the workers' compensation business;

Iì. Authorizing the Special Deputy I{eceiver to execute any cloeuurents ¿ts necessary

to eIJèctuate the purposes o1'1his Applic¿rtion and lilfill its obligations under the'lì'ans¿¡ction:

G. Orclering that. lòllowirrg the closing of'the'J-ransaction. thc business tl'¿rnslèrrecl to

Westpolt shall be dcemecl assunrecl anc'l nov¿rtecl to Westpolt. Ììighlands shall cease to be tlie

insurer on the llighlands workers' compensation business, ancl Westport shall assume that

business by novation;

H. Orclcrir-rg any clisputes relaling dircctly or inclirectly to thc'l'ransactiou arc relèrrecl

to the Master appointccl by this Court in accclrcìance with the Orclcl' o1' Iìelèrcnce, ancl etuy

amenclmcnts to such order: ¿rnd

l. Granting such other ancl lìrrther reliel'to which the Speeial Deputy Ïìcccìvcr shor,vs

itsell'entitlecl.

lles

Wis

By:

pectfully submitted,

ener Nunnally Roth & lliggins, L.l,.P

1
.^. 11 |ti

I{obert T:1. Nunnally, Jr.

State Bar No. I 5141600
Micliael Roth
State llar No. 24070531
245 Cedar Sage Drive. Suite 240
Garland,'l'exas 75040
E nr ail lþþellf@w¡rdAw. conr
'ï'el. (972)530-2200
I;ax. (972)530_7200

Attorneys 1'or the Special Deputy lìeceiver
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CERTIFICATE OF SERVICE 
 

I hereby certify that a true and correct copy of the foregoing document has been served on all 
interested parties in accordance with the Texas Rules of Civil Procedure and TEX. INS. CODE ANN. 
§443.007(d) this 14th day of September, 2020. 

 
 
Mr. Tom Collins, Special Master 
Texas Department of Insurance  
333 Guadalupe, Tower III, 5th Fl., MC-305-1D 
Austin, Texas 78701  
Email: specialmasterclerk@tdi.texas.gov 
 
Ms. Kathy Gartner  
Mr. James Kennedy 
Texas Department of Insurance  
P.O. Box 149104 
Austin, Texas 78714 
Via Email: kathy.gartner@tdi.texas.gov 
Via Email: james.kennedy@tdi.texas.gov 
 
Ms. Cynthia Morales, Asst. Attorney General 
Attorney General's Office 
P.O. Box 12548 
Austin, Texas 78711-2548 
Via Email: Cynthia.Morales@texasattorneygeneral.gov 
 
Ms. Sharon Williams 
Mr. Lloyd Randolph 
United States Department of Justice 
P.O. Box 875, Ben Franklin Station 
Washington, DC 20044-0875 
Via Email: sharon.williams@usdoj.gov 
Via Email: lloyd.randolph@usdoj.gov 
 
Ms. Amy Jeanne Welton 
Attorney at Law  
P.O. Box 1644 
Dripping Springs, Texas 78620-1644 
Via Email: ajwelton@ajweltonlaw.com  
 
Mr. Dan Schwarzmann 
Mr. Gary Bray 
PricewaterhouseCoopers, LLP 
Plumtree Court 
London EC4A 4HT, United Kingdom 
Via Email: daniel.schwarzmann@uk.pwc.com 
Via Email: gary.bray@uk.pwc.com 
 
Mr. Burnie Burner (Atty for Markel Int'l. Ins. Co.) 
Mitchell, Williams, Selig, Gates & Woodyard 
500 West 5th St., Suite 1150 
Austin, Texas 78701  
Via Email: bburner@mwlaw.com 

Mr. Stephen W. Schwab 
Mr. Carl Poedtke (Atty for Resolute Management) 
DLA Piper LLP (US) 
203 North LaSalle St., Suite 1900 
Chicago, Illinois 60601-1293 
Via Email: stephen.schwab@dlapiper.com 
Via Email: carl.poedtke@dlapiper.com 
 
Ms. Amber Walker 
Mr. Marvin Kelly, Executive Director 
Texas Property & Casualty Ins Guaranty Assoc  
9120 Burnet Road  
Austin, Texas 78758  
Via Email: awalker@tpciga.org 
Via Email: mkelly@tpciga.org 
Via Email: slang@tpciga.org 
 
Mr. David Phifer, Chief Financial Examiner  
Alaska Division of Insurance 
P.O. Box 110805 
Juneau, AK 99811-0805 
Via Email: david.phifer@alaska.gov 
 
Mr. Ryan Donaldson, Receiver 
Alabama Department of Insurance 
P.O. Box 303353 
Montgomery, AL 36130-3353  
Email: Ryan.donaldson@insurance.alabama.gov 
 
Mr. Steve Uhrynowycz, Deputy Receiver 
Arkansas Insurance Department 
Arkansas Property & Casualty Guaranty Fund 
1023 West Capitol Avenue 
Little Rock, AR 72201  
Via Email: Steve.Uhrynowycz@arkansas.gov 
 
Ms. Liane Kido, Deputy Receiver 
Arizona Department of Insurance 
2910 N. 44th St. Suite 210  
Phoenix, AZ 85018-7269  
Email: lkido@azinsurance.gov 
 
Mr. Willard Roberts, Conservation & Liquidation 
Mr. Scott Pearce, Estate Trust Officer 
California Department of Insurance 
P.O. Box 26894 
San Francisco, CA 94126-0894  
Via Email: RobertsW@caclo.org 
Via Email: PearceS@caclo.org 

mailto:ajwelton@ajweltonlaw.com
mailto:daniel.schwarzmann@uk.pwc.com
mailto:gary.bray@uk.pwc.com
mailto:PearceS@caclo.org
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Mr. Keith Warburton, Chief of Financial Affairs 
Colorado Division of Insurance 
1560 Broadway, Suite 850  
Denver, CO 80202   
Via Email: keith.warburton@state.co.us 
 
Mr. Jon E. Arsenault, General Counsel 
Connecticut Dept. of Insurance 
P.O. Box 816 
Hartford CT 06142-0816  
Via Email: Jon.Arsenault@ct.gov 
 
Mr. Dave Lonchar  
Ms. Rylynn Brown  
Mr. Charles Santana 
Delaware Insurance Department 
1351 West North St., Suite 101 
Dover, DE 19904  
Via Email: dave.lonchar@state.de.us 
Via Email: rylynn.brown@state.de.us 
Via Email: charles.santana@state.de.us 
 
Ms. Michelle Mathis  
District of Columbia Dept. of Ins. 
810 First Street, NE, Suite 701 
Washington, DC 20002  
Via Email: michelle.mathis@dc.gov 
 
Mr. Justin Durrance, Chief Regulatory Officer 
Georgia Insurance Department 
2 Martin Luther King, Jr. Dr., Ste 610 
Atlanta, GA 30334  
Via Email: jdurrance@oci.ga.gov  
 
Ms. Alice Sebastian-Cruz, Regulatory Examiner 
Guam Department of Revenue & Taxation 
P O Box 23607 GMF, Guam 96921 
1240 Route 16 Army Drive 
Barrigada, Guam 9613 
Via Email: alice.cruz@revtax.guam.gov  
 
Ms. Patricia Kondo  
Hawaii Insurance Division 
P.O. Box 3614 
Honolulu, HI 96811-3614  
Via Email: pkondo@dcca.hawaii.gov  
 
Ms. Kim Cross 
Iowa Insurance Division 
330 Maple St. 
Des Moines, IA 50319-0065 
Via Email: kim.cross@iid.iowa.gov 
 
Mr. Eric Fletcher 
Idaho Department of Insurance 
P.O. Box 83720 
Boise, ID 83720-0043  
Via Email: eric.fletcher@doi.idaho.gov 

 
Mr. Emmanuel Callaghan, Office-Sp Deputy Receiver 
Illinois Department of Insurance 
222 Merchandise Mart Plaza, Ste 960 
Chicago, Illinois 60654  
Via Email: ecallaghan@osdchi.com 
 
Ms. Elizabeth Lovette 
Indiana Department of Insurance 
311 West Washington St. 
Indianapolis, IN 46204-2787  
Via Email: Liz@in-solv.com 
 
Ms. Tish Becker, Principal Financial Analyst  
Kansas Department of Insurance 
420 SW 9th Street 
Topeka, Kansas 66612-1678  
Via Email: tish.becker@ks.gov 
 
Mr. Walter Corey 
Louisiana Department of Insurance 
P.O. Box 94214  
Baton Rouge, LA 70802  
Email: walt.corey@ldi.la.gov 
 
Mr. Christopher M. Joyce, Counsel to Commissioner 
Massachusetts Division of Insurance 
One South Station  
Boston, MA  02110-2208  
Email: christopher.m.joyce@state.ma.us  
 
Ms. Lynn Beckner, Chief Financial Analyst 
Maryland Insurance Administration 
200 St. Paul Place, Suite 2700 
Baltimore, MD 21202-2272  
Via Email: lynn.beckner@maryland.gov 
 
Ms. Vanessa Leon, Director of Financial Analysis 
Maine Bureau of Insurance 
#34 State House Station 
Augusta, ME 04333 
Via Email: vanessa.j.leon@maine.gov 
 
Mr. James E. Gerber 
Michigan Office of Financial & Insurance Services 
P.O. Box 30220 
Lansing, MI 48909-7720  
Email: gerberj@michigan.gov 
 
Ms. Kathleen Orth 
Minnesota Department of Commerce 
85 7th Place East, Suite 280 
St. Paul, MN 55101  
Via Email: kathleen.orth@state.mn.us 

mailto:Jon.Arsenault@ct.gov
mailto:dave.lonchar@state.de.us
mailto:charles.santana@state.de.us
mailto:pkondo@dcca.hawaii.gov
mailto:eric.fletcher@doi.idaho.gov
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Ms. Shelley Forrest 
Missouri Department of Insurance  
P.O. Box 690 
Jefferson City, MO 65102-0690 
Via Email: shelley.forrest@insurance.mo.gov 
 
Ms. Donna Whitley  
Mississippi Department of Insurance  
501 North West St 
Jackson, MS 39201  
Via Email: donna.whitley@mid.state.ms.us 
 
Ms. Steve Matthews, Insurance Division 
Montana State Auditor's Office 
840 Helena Ave. 
Helena, MT 59601  
Via Email: smatthews@mt.gov 
 
Mr. Raymond Martinez, Sr. Deputy Commissioner 
Mr. Rick Kilpatrick, Sr. Regulatory Specialist 
North Carolina Dept. of Insurance 
1201 Mail Service Center 
Raleigh, NC 27699-1201  
Via Email: ray.martinez@ncdoi.gov 
Via Email: rick.kilpatrick@ncdoi.gov 
 
Mr. Matt Fischer 
North Dakota Insuraance Department 
600 E. Boulevard Ave.  
Bismarck, ND 58505  
Via Email: mattfischer@nd.gov 
 
Ms. Peggy Jasa 
Nebraska Department of Insurance 
941 "O" Street, Suite 400 
Lincoln, NE 68508-3639  
Email: peg.jasa@nebraska.gov 
 
Mr. Douglas Bartlett, Director of Financial Regulation 
New Hampshire Insurance Department 
21 South Fruit Street, Suite 14 
Concord, NH 03301  
Via Email: douglas.bartlett@ins.nh.gov 
 
Mr. Tanveer Ahmed 
NJ Dept of Banking & Insurance 
P. O. Box 325 
Trenton, New Jersey 08625-0325 
Via Email: tanveer.ahmed@dobi.nj.gov 
 
Mr. Mickey VanCuren 
New Mexico Insurance Division 
P.O. Box 1269 
Santa Fe, NM 87504-1269  
Via Email: mickey.vancuren@state.nm.us 

Ms. Denise Costello 
Nevada Division of Insurance  
788 Fairview Drive, Suite 300 
Carson City, Nevada 89701   
Via Email: dcostello@doi.nv.gov 
 
Gail Pierce Siponen, Asst. Sp. Deputy Superint. 
NY State Insurance Dept-Liquidation Bureau 
123 William Street, 2nd Floor  
New York, NY 10038 
Email: gpsiponen@nylb.org 
 
Ms. Julie Meaders, Deputy General Counsel  
Oklahoma Department of Insurance 
2401 N.W. 23rd, Suite 28 
Oklahoma City, OK 73152-3408  
Via Email: julie.meaders@oid.ok.gov 
 
Mr. Ryan Keeling, Chief Analyst 
Oregon Division of Insurance  
PO Box 14480 
Salem, OR 97309-0405 
Via Email: ryan.w.keeling@oregon.gov 
 
Mr. Lee Hill, Chief Financial Analyst 
South Carolina Department of Insurance 
1201 Main Street, Suite 1000 
Columbia, SC 29201   
Via Email: lhill@doi.sc.gov 
 
Ms. Johanna Nickelson 
South Dakota Division of Insurance 
445 East Capitol Avenue 
Pierre, SD 57501  
Via Email: johanna.nickelson@state.sd.us 
 
Mr. Bill Huddleston, Insurance Division 
Tennessee Dept. of Commerce & Insurance 
500 James Robertson Pkwy., 4th Fl. 
Nashville, TN 37243  
Via Email: bill.huddleston@tn.gov 
 
Mr. Todd Kiser, Commissioner 
Utah Insurance Department 
3110 State Office Building 
Salt Lake City, UT 84114-6901  
Via Email: toddkiser@utah.gov 
 
Mr. Greg Yeatts 
Virginia Bureau of Insurance 
P.O. Box 1157 
Richmond, Virginia 23218  
Via Email: Gregory.Yeatts@scc.virginia.gov 
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Mr. Michael Pieciak, Commissioner 
Vermont Insurance Division 
89 Main St. Drawer 20 
Montpelier, VT 05620-3101  
Email: michael.pieciak@vermont.gov 
 
Ms. Melanie Anderson, Deputy Commissioner 
Washington Office-Ins Commissioner 
5000 Capitol Boulevard 
Tumwater, WA 98501  
Via Email: MelanieA@oic.wa.gov 
 
Ms. Mary Sue Gilardi 
Wisconsin Office – Insurance Commissioner 
P.O. Box 7873 
Madison, WI 53707-7873  
Via Email: marysue.gilardi@wisconsin.gov 
 
Ms. Jamie Taylor 
West Virginia Insurance Commission 
P.O. Box 50540 
Charleston, WV 25305-0540  
Via Email: jamie.o.taylor@wv.gov 
 
Mr. Jeff Rude, Deputy Ins Commissioner 
Wyoming Insurance Department 
106 E. 6th Avenue 
Cheyenne, WY 82002  
Via Email: jeff.rude@wyo.gov  
 
Mr. Christopher Maisel (Atty-Highlands Ins(UK))  
Christopher M. Maisel, P.C. 
13903 Panorama 
Austin, Texas 78732 
Via Email: maiselc@aol.com 
 
Ms. Dani Rosser, Client Manager  
Highlands Insurance Company (UK) Limited  
c/o PRO Insurance Solutions Limited  
Southgate House, Southgate Street  
Gloucester GL1 1UP, United Kingdom 
Via Email: dani.rosser@pro-global.com 
 
Ms. Marialuisa S. Gallozzi (Atty - Foster Wheeler) 
Covington & Burling LLP 
1201 Pennsylvania Avenue NW, Suite 807 
Washington, DC 20004 
Via Email: mgallozzi@cov.com 
 
Mr. Chris Piller 
Resolute Management (Equitas) 
33 St Mary Axe 
London EC3A 8LL 
Via Email: chris.piller@resmsl.co.uk 

Mr. John Blatt 
The Nat'l Conference of Insurance Guaranty Funds 
300 North Meridian St., Suite 1020  
Indianapolis, IN 46204 
Via Email: legal@ncigf.org 
 
Mr. Tom Streukens, Am Guaranty Fund Group 
FL-WC Ins Guaranty Assoc & Ins Guaranty Assoc 
P.O. Box 14249  
Tallahasee, FL 32317 
Via Email: tstreukens@agfgroup.org 
 
Ms. Barbara Law 
Guaranty Fund Management Services 
One Bowdoin Square  
Boston, MA 02114-2916 
Via Email: blaw@gfms.org 
 
Ms. Sonni Peterson 
Ohio/West Virginia Guaranty Funds 
1840 Mackenzie Drive  
Columbus, OH 43220 
Email: sonni.peterson@ohioga.org 
 
Mr. Chad Anderson 
Western Guaranty Fund Services 
1720 South Bellaire Street, Suite 408  
Denver, CO 80222 
Via Email: canderson@wgfs.org 
 
Ms. Andrea Lentine, Acting Executive Director 
Alabama Insurance Guaranty Association 
2020 Canyon Road, Suite 200  
Birmingham, AL 35216 
Via Email: alentine@alaiga.com  
 
Ms. Susan R. Daniels, Fund Administrator 
Alaska Insurance Guaranty Association 
c/o Northern Adjusters, Inc.  
1401 Rudakof Circle, Suite 100 
Anchorage, AK 99508 
Via Email: sdaniels@nadj.com 
 
Ms. Lori Nestor  
Arizona Insurance Guaranty Funds 
1110 West Washington, Suite 270  
Phoenix, AZ 85007 
Email: LNestor@azinsurance.gov 
 
Mr. Brad Roeber, Executive Director 
California Insurance Guarantee Association 
P.O. Box 29066  
Glendale, CA 91209-9066 
Via Email: roeberb@caiga.org 

mailto:jamie.o.taylor@wv.gov
mailto:tstreukens@agfgroup.org
mailto:blaw@gfms.org
mailto:dedwards@wgfs.org
mailto:alentine@alaiga.com
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Mr. Barry Miller, Executive Director 
Delaware Insurance Guaranty Association 
220 Continental Drive, Suite 309  
Newark, DE 19713 
Via Email: bmiller@deiga.com 
 
Mr. Frank Knighton, Jr., Executive Director 
Georgia Insurers Insolvency Pool 
2177 Flintstone Drive, Suite R  
Tucker, GA 30084 
Via Email: fknighton@gaiga.org  
 
Mr. Blake J. Obata, Administrator 
Hawaii Insurance Guaranty Association 
P.O. Box 4660  
Honolulu, HI 96812-4660 
Via Email: bobata@hawaiigf.com 
 
Mr. Tim Schotke, Executive Director 
Illinois Insurance Guaranty Fund 
150 South Wacker Drive, Suite 2970 
Chicago, IL 60606 
Email: tschotke@IIGF.org 
 
Ms. Amanda Barbera, Executive Director 
Indiana Insurance Guaranty Association 
251 East Ohio Street, Suite 1070  
Indianapolis, IN 46204-2143 
Via Email: abarbera@quadassoc.org 
 
Mr. Steven Augspurger, General Counsel 
Iowa Insurance Guaranty Association 
801 Grand Avenue, Suite 3700  
Des Moines, IA 50309-8004 
Via Email: augspurger.steven@bradshawlaw.com  
 
Mr. A. Scott Webster, Executive Director 
Kentucky Insurance Guaranty Association 
10605 Shelbyville Road, Suite 101 
Louisville, KY 40223 
Via Email: scott.webster@kyinsuranceguaranty.com 
 
Mr. John Wells, Director of Operations & Logistics 
Louisiana Insurance Guaranty Association 
2142 Quail Run Drive  
Baton Rouge, LA 70808-4126 
Via Email: jwells@laiga.org 
 
Mr. John Spielberger, President 
Maryland Property & Casualty Ins Guaranty Corp 
305 Washington Avenue, Suite 600  
Towson, MD 21204-4715 
Via Email: jspiel@pcigc.com 

Mr. Jeff Jenkins, Executive Director 
MI Property & Casualty Guaranty Association 
P.O. Box 531266  
Livonia, MI 48153-1266 
Via Email: JJenkins@MPCGA.org 
 
Mr. Robert Farber, Executive Director 
Minnesota Insurance Guaranty Association 
7600 Parklawn Avenue, Suite 329  
Edina, MN 55435 
Via Email: robert@mniga.com  
 
Mr. Arthur Russell, Executive Director 
Ms. Rhonda Powell 
Mississippi Insurance Guaranty Assn. 
713 South Pear Orchard Road, Suite 401  
Ridgeland, MS 39157-5004 
Via Email: arussell@msiga.net 
Via Email: rpowell@msiga.net 
 
Ms. Tamara Kopp, Executive Director 
Missouri Property & Casualty Ins Guaranty Assoc 
994 Diamond Ridge, Suite 102  
Jefferson City, MO 65109 
Via Email: tkopp@mo-iga.org 
 
Mr. L. Dean Fletcher, Administrator 
Nebraska Property & Liability Ins Guaranty Assoc 
P.O. Box 57006, Station C  
Lincoln, NE 68505 
Via Email: ldf3436p@aol.com 
 
Mr. Bob Laudermilch, Executive Director 
Nevada Insurance Guaranty Association 
3821 West Charleston Boulevard, Suite 100  
Las Vegas, NV 89102-1859 
Via Email: blaudermilch@nviga-pc.org 
 
Mr. Joseph L. DellaFera, Executive Director 
New Jersey Property-Liability Ins Guaranty Assoc 
222 Mount Airy Road  
Basking Ridge, NJ 7920 
Via Email: jdellafera@njguaranty.org 
 
Mr. Raymond F. Evans, Managing Secretary 
North Carolina Insurance Guaranty Association 
P.O. Box 176010  
Raleigh, NC 27619-6010 
Via Email: rfe@ncrb.org 
 
Mr. Jeffry J. Cahill, Managing Secretary 
North Dakota Insurance Guaranty Association 
P.O. Box 2634  
Bismarck, ND 58502-2634 
Via Email: jsc46@bis.midco.net 

mailto:bmiller@deiga.com
mailto:bobata@hawaiigf.com
mailto:tschotke@IIGF.org
mailto:abarbera@quadassoc.org
mailto:scott.webster@kyinsuranceguaranty.com
mailto:dworsley@laiga.org
mailto:jspiel@pcigc.com
mailto:jweeks@msiga.net
mailto:rpowell@msiga.net
mailto:tkopp@mo-iga.org
mailto:df3436p@aol.com
mailto:jdellafera@njguaranty.org
mailto:rfe@ncrb.org
mailto:jsc46@bis.midco.net
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Ms. Jesica Cannon, Accounting Administrator 
Oklahoma Property & Casualty Ins Guaranty Assoc 
2601 Northwest Expressway, Suite 330E  
Oklahoma City, OK 73112 
Via Email: jcannon@opciga.org  
 
Mr. David Johnson, Administrator 
Oregon Insurance Guaranty Association 
10700 Southwest Beaverton Hwy, Suite 426  
Beaverton, OR 97005 
Via Email: djohnson.oiga@frontier.com 
 
Mr. Raymond Bauso, VP – Claims 
PA Property & Casualty Ins Guaranty Assoc 
1617 John F. Kennedy Blvd., Suite 1850 
Philadelphia, PA 19103 
Via Email: rbauso@ppciga.org 
 
Ms. Sue Pease, Claims Manager 
Pennsylvania WC Security Fund 
PA Insurance Dept. Bureau of Special Funds  
901 North 7th Street 
Harrisburg, PA 17102 
Email: spease@pa.gov 
 
Mr. J. Smith Harrison, Exec. Director/Secretary 
SC Property & Casualty Ins Guaranty Assoc 
P.O. Box 407  
Columbia, SC 29202 
Via Email: smitty@scwind.com 
 
Mr. Edwin E. Evans, Managing Secretary 
SD Property & Casualty Ins. Guaranty Assoc. 
Evans Haigh Hinton, LLP  
P.O. Box 2790 
Sioux Falls, SD 57101 
Via Email: eevans@ehhlawyers.com 
 
Mr. Lorrie Brouse, Executive Secretary 
Ms. Jane Murphy 
Tennessee Insurance Guaranty Association 
3100 West End Avenue., Suite 670  
Nashville, TN 37203 
Email: lbrouse@tiga.net 
Email: jmurphy@tiga.net  
 
Mr. Allen Muhlestein, Executive Director 
Utah Property & Casualty Ins. Guaranty Assoc. 
P.O. Box 1626  
Sandy, UT 84091-1626 
Via Email: allenm@utgf.org 
 
Mr. Allan Patek, Executive Director 
Wisconsin Insurance Security Fund 
2820 Walton Commons West, Suite 135  
Madison, WI 53718-6797 
Via Email: allan@wisf-madison.org 

Mr. David McGonigle (Atty-Trane US/Am. Standard) 
K&L Gates LLP  
210 Sixth Avenue  
Pittsburgh, PA 15222 
Via Email: david.mcgonigle@klgates.com 
 
Mr. Bill Chaney, President  
Ms. Susan Watts  
TDX Energy/Tensas Delta Exploration Co, LLC 
401 Edwards Street, Suite 1900 
Shreveport, LA 71101 
Via Email: bchaney@tdx-energy.com  
Via Email: swatts@tdx-energy.com 
 
Mr. Paul R. Ryske, Corporate Counsel  
Allstate Insurance Company 
Law & Reg. - Specialty Operations Law 
2775 Sanders Rd., Suite A2E 
Northbrook, IL 60062 
Via Email: pryske@allstate.com 
 
Ms. Sylvie Robinson, Legal Division 
Mississippi Dept. of Revenue (f/k/a Tax Commission) 
P.O. Box 22828 
Jackson, MS 39225 
Via Email: sylvie.robinson@dor.ms.gov 
 
Mr. Anthony Crasto (Atty for Jennie Aloia) 
Crasto & Associates, P.C. 
161-10A Cross Bay Boulevard 
Howard Beach, NY  11414 
Via Email: anthony@crastolaw.com 
 
Mr. David J. Strasser (Attorney for CBS Corporation) 
Eckert Seamans Cherin & Mellott, LLC 
600 Grant Street, 44th Floor 
Pittsburgh, PA 15219 
Via Email: dstrasser@eckertseamans.com 
 
Mr. Chip Santini 
Texas Mutual Insurance Co. – Legal Dept. 
6210 East Highway 290 
Austin, TX 78723-1098 
Via Email: csantini@texasmutual.com 
 
Mr. David A. Attisani (Atty-New England Re)  
Mr. Jean-Paul Jaillet  
Choate, Hall & Stewart 
Two International Place 
Boston, MA 02110 
Via Email: dattisani@choate.com 
Via Email: jjaillet@choate.com 
 
Ms. Stacey Landry, Legal Assistant 
Louisiana Department of Justice 
P.O. Box 94005 
Baton Rouge, LA 70804-9005 
Via Email: landrys@ag.state.la.us 

mailto:djohnson.oiga@frontier.com
mailto:rbauso@ppciga.org
mailto:spease@pa.gov
mailto:smitty@scwind.com
mailto:eevans@ehhlawyers.com
mailto:lbrouse@tiga.net
mailto:iniemann@tiga.net
mailto:allenm@utgf.org
mailto:allan@wisf-madison.org
mailto:bchaney@tdx-energy.com
mailto:swatts@tdx-energy.com
mailto:pryske@allstate.com
mailto:dattisani@choate.com
mailto:mmullins@choate.com
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1 
AFFIDAVIT OF CRAIG A. KOENIG SUPPORTING APPLICATION TO APPROVE 

AGREEMENTS REGARDING TRANSFER OF THE WORKERS’ COMPENSATION 
BUSINESS 

NO. D-1-GV-03-004537 

THE STATE OF TEXAS § IN THE DISTRICT COURT OF
  § 

v. § TRAVIS COUNTY, TEXAS 
  § 

HIGHLANDS INSURANCE COMPANY § 53rd JUDICIAL DISTRICT 

AFFIDAVIT OF CRAIG A. KOENIG SUPPORTING THE SPECIAL DEPUTY 
RECEIVER’S APPLICATION TO APPROVE AGREEMENTS REGARDING TRANSFER 

OF THE WORKERS’ COMPENSATION BUSINESS 

State of Texas 

County of Dallas 

Came before me, a notary public, Craig A. Koenig, who, being duly identified 

to me and duly sworn, did upon his oath attest as follows: 

1. I am Craig A. Koenig. I am over the age of eighteen years. I am competent to be a

witness. I have personal knowledge of the facts to which I attest. I acquired my personal knowledge 

in my role as President of Prime Tempus, Inc., the Special Deputy Receiver (“SDR”) of Highlands 

Insurance Company in receivership (“Highlands”).  I have had personal involvement in  negotiating 

the transactions set forth in the Application to Approve Agreements regarding Transfer of the 

Workers’ Compensation Business (“the Application”).  I have read the Application and attest to its 

contents, except to the extent that it contains projections, in which case I attest that the stated 

projections are the SDR’s projections upon which the recommendations are, in part, based.  I 

recommend that the Court approve the transaction set forth in the Application. The statements in my 

affidavit are true and correct.  

2. I attach the following exhibits:

Exhibit A-1: a true and correct copy of a Policy Transfer and Novation Agreement

with Westport Insurance Corporation (Westport) for which approval is sought;

Exhibit A-2: A true and correct copy of a Retrocession Agreement with Swiss

Reinsurance America Corporation (SRA) for which approval is sought;

Exhibit A
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Exhibit A-3 is a true and correct copy of a Loss Portfolio Transfer Agreement 

between Statesman Insurance Company and SRA for which approval is sought. 

Exhibit A-4 is a true and correct copy of the May 31, 2020 balance sheet for 

Highlands.  

Exhibit A-5 is a true and correct copy of the June 30, 2020 balance sheet for 

Statesman Insurance Company.  

Exhibit A-6 is a true and correct copy of a summary of the number of workers’ 

compensation claims and some description of the nature of the claims.  

Exhibit A-7: is a true and correct copy of a projection of the administrative costs to 

retain the workers’ compensation book of business. This projection is based upon the 

administration pursuant to the Highlands Second Amended Plan of Rehabilitation. In 

the event of Highlands’ liquidation, an expense of administration by the guaranty 

associations is expected to equal or exceed this projection.  

Exhibit A-8: is a true and correct copy of the projected costs of administration should 

the sale of the workers compensation business be approved and closed.  This 

projection assumes that the proceedings will be wound up in five to seven years 

thereafter. 

Exhibit A-9: is a projection prepared by the Special Deputy Receiver illustrating that 

the assets available for distribution to non-workers-compensation claimants are not 

likely to be diminished by the transactions contemplated as to the workers’ 

compensation business. This projection shows the effect under current operation of 

the Second Amended Plan of Rehabilitation. In the event of liquidation, the 

administrative expenses would consist of both receivership expenses and guaranty 

association expenses. The Special Deputy Receiver projects that in a liquidation 

proceeding, the non-workers-compensation claimants would not be prejudiced and 

may well benefit from a sale of the workers’ compensation business. 



Exhitrits A-4 through A-9 are true and correct copies of records rnaintainecl by the roceiver's ofTice

through the receiver's SDR.

3. I attach as Exhibit A-10 a true and conect copy of the ftrrm of notice being given to

urorkers'cotnpensation insureds, claimants, lrolclers of open prooß of claim, and reinsurers.

4. Based on the analysis of the SDR and its staff ancl professionals, the SDR requests

that the Application be in all things approved.

Subscribed and sworn to before me? a notary public, trtl, ltú dayof Septenrber zozo.

a-t ÐN-*-

S, )t
Craig A. Koenig
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POLICY TRANSFER AND NOVATION AGREEMENT

This POLICY TRANSFER AND NOVATION AGREEMENT, dated as of July 27,
2020 (this “Agreement”), has been made and entered into by and among Westport Insurance
Corporation, (“Westport”) and Highlands Insurance Company, in Receivership (“Highlands”).

W I T N E S S E T H:

WHEREAS, Highlands is a property and casualty insurance company domiciled in the
State of Texas, which was placed into permanent receivership on November 6, 2003, by order of
the court in the case styled State of Texas v. Highlands Insurance Company, Cause No. D-1-GV-
03-004537, in the 53rd Judicial District Court of Travis County, Texas (the “Receivership Court”);
and

WHEREAS, pursuant to an order of the Receivership Court dated November 6, 2003 (the
“Rehabilitation Order”), the Commissioner of Insurance for the State of Texas was appointed
Receiver for Highlands; and

WHEREAS, the Receiver designated Prime Tempus, Inc. as the Special Deputy Receiver
for Highlands effective January 30, 2004, and in this capacity the Special Deputy Receiver holds
those powers and authority set forth in the Rehabilitation Order and in Chapter 443 of the Texas
Insurance Code; and

WHEREAS, subject to the terms, conditions and limitations set forth in this Agreement,
Highlands and all companies previously merged into Highlands (including but not limited to
Northwestern National Casualty Company, NN Insurance Company, Highlands Underwriters
Insurance Company, Highlands P&C Insurance Company, Highlands Lloyds Insurance Co.,
Highlands Casualty Company and Aberdeen Insurance Company) (together referred to as
“Highlands”) and Westport desire to enter into a policy transfer and novation transaction in
accordance with an Order to be issued by the Receivership Court, and any Required Regulatory
Approvals, pursuant to each of which the Subject Portfolio, as defined herein, will be transferred
to Westport and will be novated and assumed by Westport as a direct obligation (the
“Transaction”); and

WHEREAS, the parties additionally contemplate that simultaneously with entry into the
Agreement, Westport will enter into a quota share reinsurance arrangement with Swiss
Reinsurance America Corporation ("SRA") as reinsurer, reinsuring one hundred percent (100%)
of the obligations assumed by it pursuant to the Agreement (the "SRA Reinsurance Agreement")
to be effective as of the Closing; and

WHEREAS, the parties additionally contemplate that in connection with its entry into the
Agreement, Westport will cause Sedgwick Claims Management Services, Inc. ("Sedgwick") to be
retained to provide claims handling and other administrative services associated with the Subject
Portfolio under the direction of Swiss Re Management (US) Corporation ("SRM") pursuant to an
administrative services agreement to be entered into between Sedgwick and SRM (the
"Administrative Services Agreement"), to be effective as of the Closing and subject to the
migration of certain data pursuant to this Agreement;
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WHEREAS, the parties additionally contemplate that Highlands and SRA will enter into
a retrocession agreement in substantially the same form as attached Exhibit A to retrocede the
Assumed Reinsurance Portfolio (as defined below) of Highlands to SRA; and

WHEREAS, the parties additionally contemplate that SRA will enter into a Loss Portfolio
Transfer Agreement with Statesman Insurance Company in substantially the same form as attached
Exhibit B to transfer the claims under the Statesman Portfolio to SRA; and

NOW, THEREFORE, in consideration of the foregoing, the representations, warranties,
covenants and agreements set forth herein, and other good and valuable consideration, the
adequacy and receipt of which are hereby acknowledged, and intending to be legally bound hereby,
the parties hereby agree as follows:

ARTICLE I

DEFINITIONS

Definitions. The following terms shall have the respective meanings set forth below
throughout this Agreement:

"Ancillary Agreements" means the SRA Reinsurance Agreement, the Administrative
Services Agreement, the Assumption Reinsurance Agreement, the Loss Portfolio Transfer
Agreement and any required assignment agreement.

"Approval Date" means the date on which the latest of the following events occurs: (i) the
date on which a final Order of the Receivership Court approving this Agreement is no longer
appealable; and (ii) the receipt of all Required Regulatory Approvals.

"Assumed Reinsurance Portfolio" means the Highlands’ assumed reinsurance programs
under which Highlands reinsures no less than one hundred percent (100%) of the liability under
Workers Compensation policies, including but not limited to policies written by the following
companies: Virginia Surety Company, Inc., Qatar General Insurance and Reinsurance Company
and Highlands Insurance Company (UK) Ltd. For the avoidance of doubt, however, the Assumed
Reinsurance Portfolio shall not include any policies issued by Statesman Insurance Company.

"Business Day" means any day other than a Saturday, Sunday or other day declared by the
United States Postal Service as a holiday.

“Highlands” means Highlands Insurance Company, in Receivership, and insurance
companies previously merged into Highlands (including, but not limited to Northwestern National
Casualty Company, NN Insurance Company, Highlands Underwriters Insurance Company,
Highlands P&C Insurance Company, Highlands Lloyds Insurance Co., Highlands Casualty
Company and Aberdeen Insurance Company). For the avoidance of doubt, in no case shall
Highlands include Statesman Insurance Company.

“Inuring Reinsurance” means all rights, offsets and recoveries under reinsurance
agreements between Highlands and third party reinsurers relating to the Subject Portfolio.
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“Monetary Consideration” means the sum of $ 29,670,637, subject to adjustment through
the Roll Forward mechanism as defined herein. For the avoidance of doubt, the Monetary
Consideration as defined in this Agreement shall apply only to this Agreement, and is independent
of any amounts defined as a monetary payment in any of the Ancillary Agreements.

“Novation” means the transfer to, and assumption by, Westport of any of Highlands’ Policy
Liabilities and Policy Assets under the Subject Portfolio, such that Westport is substituted in the
place of Highlands as the original obligor as a matter of law, and Highlands’ interests in the Policy
Liabilities and the Policy Assets are thereby extinguished.

“Policy Assets” means all of the retrospective premium receivables, deductibles and ceded
reinsurance on gross losses paid by Westport, amounts recoverable from third parties
(subrogation), second injury funds and any other amounts collectible from state reinsurance plans
associated with the Subject Portfolio and all collateral, letters of credit, indemnity agreements and
other security for the obligations of policyholders under the Subject Portfolio.

“Policy Liabilities” means all of the claims, losses, liabilities, damages, deficiencies, costs
and expenses associated with the Subject Portfolio other than extra contractual liability , including,
but not limited to, administration and payment of all claims under the policies in the Subject
Portfolio, defense and payment of claims for contribution and indemnification arising from the
Subject Portfolio, claims by guaranty associations seeking reimbursement or contribution on the
basis of allegations that a Highlands policy constituted “other insurance”, and all other similar
claims for policy benefits or policy defense associated with the Subject Portfolio.

“Receivership Court” means the 53rd Judicial District Court of Travis County, Texas in
which the receivership proceeding is pending in the case styled State of Texas v. Highlands
Insurance Company Cause No. D-1-GV-03-004537, in the 53rd Judicial District Court of Travis
County, Texas.

“Required Regulatory Approvals” means:

(1) An order or other action from the Texas Department of Insurance finding the
Transaction to be in the best interest of the policyholders under the Subject
Portfolio; and

(2) The approval or other action of the SRA Reinsurance Agreement by the New York
Department of Financial Services; and

(3) The approval or other action of the Transaction by the Missouri Department of
Insurance.

“Regulatory Authority” means any governmental body having jurisdiction with respect to
any of the Subject Portfolio and the transactions contemplated by this Agreement.

"Records” means all Subject Portfolio policy and claim files (for greater certainty,
including reinsurance files, underwriting files, and payment records in such policy claim files)
relating to the Subject Portfolio, whether in hard copy or electronic format, that are in Highlands’
possession or under its control. The Parties acknowledge that the Subject Portfolio includes
policies that were issued and maintained by companies subsequently merged into Highlands and
that the subject policy and/or claim files in Highlands’ possession or control may not be complete.
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"Risk Transfer Date" means 12:01 am Central Time on January 1, 2020, or such other date
set forth in the Receivership Court’s order approving this Agreement.

“Roll Forward” means the adjustment of the Monetary Consideration to account for
expenditures and receipts by Highlands within the Subject Portfolio occurring between the Risk
Transfer Date and the Closing Date.

“Second Amended Plan of Rehabilitation” means the Second Amended Plan of
Rehabilitation of Highlands Insurance Company, in Receivership, as approved by order of the
Receivership Court dated June 6, 2008.

“Special Deputy Receiver” means Prime Tempus, Inc., in its capacity as the Special Deputy
Receiver for Highlands.

“Statesman Portfolio” means all current, incurred but not reported and future workers
compensation claims arising under workers compensation policies written by Statesman Insurance
Company.

“Statutory Setoffs” shall mean setoffs which are allowable pursuant to Texas Insurance
Code Section 443.209.

“Subject Portfolio” means all workers compensation policies providing statutory benefits
or workers compensation coverage (including, without limitation, all coverages under those
policies such as State and Federal Liability, Longshore Harbor Workers coverages and Employers
Liability): (i) that have been issued directly by Highlands or by companies previously merged into
Highlands; or (ii) for which Highlands, through agreement or court approval, has accepted or
assumed all direct liability to the insured, including without limitation, agreements with. LMI
Insurance Company; Northwestern National Insurance Company; and Sunbelt Insurance
Company. The Subject Portfolio shall not include any assumed reinsurance contracts under which
Highlands did not assume 100% of the policy and further shall not include any portion of the
Statesman Portfolio.

“Transaction Outside Date” shall be October 31, 2020, or such other date as the parties
agree in writing.

ARTICLE II

ASSIGNMENT OF THE SUBJECT PORTFOLIO

Section 2.01 Assignment of the Subject Portfolio. Subject to the terms and conditions of
this Agreement, as of the Risk Transfer Date, Highlands hereby transfers and assigns to Westport
all of its obligations, liabilities, risks, rights, remedies, assets and benefits under the Subject
Portfolio and all Records relating thereto, and Westport accepts and assumes all obligations and
liabilities risks, rights, remedies, assets and benefits of Highlands under and with respect to the
Subject Portfolio according to their terms and the requirements of applicable law. The parties
intend that to the fullest extent permitted by applicable law and regulations, such transfer and
assignment by Highlands shall effect a Novation of the Subject Portfolio by Westport as those
terms are defined herein.
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Section 2.02 Defenses, Setoffs, Claims. Westport accepts and assumes the Subject
Portfolio subject to and preserving any and all defenses, setoffs and counterclaims to which
Highlands would be entitled. It is understood and agreed by the parties hereto that no such
defenses, setoffs or counterclaims are waived by the execution of this Agreement or the
consummation of the transactions contemplated hereby and that Westport shall be fully subrogated
to all such defenses, setoffs and counterclaims. Westport assumes only the policy obligation of
the Subject Portfolio and current claims and shall not assume, and shall not be liable for, any
extracontractual damage, unfair practice or other claims that arise due to Highland's conduct, acts
or omissions committed prior to the Closing Date. Notwithstanding the foregoing provisions, the
parties to this Agreement recognize that Highlands is an insurance company in rehabilitation
operating under a Second Amended Plan of Rehabilitation. As to the obligations, liabilities, risks
and benefits under the Subject Portfolio novated to Westport, Westport accepts that Chapter 443
of the Texas Insurance Code and the Second Amended Plan of Rehabilitation shall no longer apply
to the policies assumed by Westport upon Novation.

Section 2.03 Novated Policies. It is the Parties’ intent that, to the fullest extent permitted
under applicable law, all direct insurance obligations within the Subject Portfolio shall be
transferred to, and assumed by, Westport through Novation, pursuant to orders of the Receivership
Court and any Required Regulatory Approval which shall provide that, as of the Risk Transfer
Date, all of Highlands’ liabilities and interests in the Subject Portfolio and Policy Assets are
thereby extinguished. All policies within the Subject Portfolio which have been effectively
assumed by Westport through Novation shall be referred to as “Novated Policies,” and the
policyholder under any such Novated Policy shall disregard Highlands as a party thereto and treat
Westport as if it had been originally obligated thereunder. The policyholder under any such
Novated Policy shall have a right to assert a claim related to such Novated Policy directly against
Westport, and Westport hereby consents to be subject to such claims by the policyholder under
such Novated Policy.

Section 2.04 Inuring Reinsurance. Highlands assigns and transfers to Westport all
reinsurance agreements, and all rights and obligations under such agreements, to the extent such
reinsurance inures to the benefit of the Subject Portfolio, including any right to offset as described
in Article III. Notwithstanding the foregoing, Highlands is not assigning to Westport, and
Westport is not receiving, any right to collect reinsurance of any extracontractual claims not being
assumed by Westport under this Agreement or any Ancillary Agreement.

Section 2.05 Assignment of Structured Settlements. Highlands will assign to Westport
and Westport shall be substituted for and succeed to all of the rights and liabilities of Highlands,
and shall be recognized for all purposes in substitution for Highlands, under any annuity contracts
purchased and owned by Highlands in effect on the Risk Transfer Date between Highlands and
any applicable party relating to structured settlements in connection with the Subject Portfolio. As
of the Risk Transfer Date, Highlands assigns, transfers and convey, and Westport shall be bound
by and assume, any and all rights and obligations of Highlands under any such annuity contracts.
Westport shall have full power and authority to act for and on behalf of Highlands in accordance
with the designation of Westport as attorney-in-fact for Highlands pursuant to Article 5.01 hereof
for purposes of administering the above referenced annuity contracts.
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Section 2.06 Monetary Consideration payable to Westport. The Monetary Consideration
payable by Highlands to Westport shall be payable on the Closing Date subject to the Roll
Forward. The Roll Forward will be calculated as follows: losses paid by Highlands from the Risk
Transfer Date to the date of the Closing, net of billed ceded reinsurance, billed paid retrospective
premium, billed paid loss deductibles, collected incurred retrospective premium and collected
incurred loss deductibles for such period.

ARTICLE III

SETOFFS

Section 3.01 Setoffs by reinsurers under Inuring Reinsurance Agreements. If any
reinsurer of a Novated Policy exercises a Statutory Setoff (as defined herein) of its obligations
under the Novated Policy against obligations Highlands owes to the offsetting reinsurer under any
contracts that are not part of the Subject Portfolio and therefore remain the responsibility of
Highlands, Highlands agrees to credit Westport for the losses so offset.

Section 3.02 Statutory Setoffs. Notwithstanding anything in this Agreement to the
contrary, all setoffs allowed hereunder must meet the requirements for an allowed setoff under the
provisions of Section 443.209 of the Texas Insurance Code or the terms of the Second Amended
Plan of Rehabilitation (“Statutory Setoff”). No attempted setoff by a reinsurer of the Subject
Portfolio that does not meet the definition of a Statutory Setoff shall be allowed. Westport agrees
to notify Highlands in writing of any attempted setoff by a reinsurer of the Subject Portfolio, and
the parties shall work together to reconcile the debits and credits involved.

Section 3.03 Credit for Allowed Setoffs. While Highlands shall not be obligated to make
monetary payment of credits to Westport arising out of the exercise of any Statutory Setoff,
Westport will be entitled to set off these losses either against losses otherwise payable by Westport
to Highlands on the non-transferring portfolio, or against any cash amounts to be paid to Highlands
as part of the monthly cash receipts net settlement process provided in this Agreement.

ARTICLE IV

ASSIGNMENT OF RIGHTS AGAINST THIRD PARTIES

Section 4.01 Assignment. The parties acknowledge and agree that, as of the Risk
Transfer Date, Highlands hereby transfers and assigns to Westport all rights of subrogation,
salvage or other claims against third parties of any kind arising under the Subject Portfolio, subject
to the terms and conditions of this Agreement.

Regardless of whether reinsurance novation agreements are entered into between
Highlands, Westport and any reinsurer under an Inuring Reinsurance Agreement, Westport is
hereby substituted for and succeeds to all of the rights and liabilities of Highlands relating to the
Subject Portfolio, and is hereby recognized for all purposes as the "Reinsured" in substitution for
Highlands under any inuring reinsurance agreements relating to the Subject Portfolio. Westport
shall also be entitled to collect amounts held by or which may become due from reinsurers under
the Inuring Reinsurance for losses or loss adjustment expenses with respect to the Subject Portfolio
paid by Westport.
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Highlands shall request that an endorsement be made to each Inuring Reinsurance
Agreement to substitute Westport for Highlands or to add Westport as a named insured to the
contract where the reinsurance contract covers the Subject Portfolio or both the Subject Portfolio
and non-transferring policies and Westport agrees to enter into such endorsements and to provide
reasonable assistance to Highlands, at Highlands' expense, in obtaining any such endorsement.
Highlands shall, if requested by Westport, provide reasonable assistance to Westport, at Westport's
expense, in collection of all amounts due in respect of the Subject Portfolio from Reinsurers under
Inuring Reinsurance Agreements which do not have or agree to an endorsement and shall forward
any funds collected to Westport. The collectability of such reinsurance shall be at the risk and for
the account of Westport. Highlands shall have no obligation to reimburse Westport for any
uncollectable reinsurance, and Westport shall have no claim against Highlands for any such
shortfall.

Westport is also substituted for Highlands and has all the rights and liabilities of Highlands
under any loss indemnification agreement and collateral agreements relating to any Retrospective
Premium or Deductible accounts with respect to the Subject Portfolio for all losses paid by
Westport.

Westport shall have full power and authority to act for and on behalf of Highlands with
respect to any and all letters of credit outstanding for the benefit of Highlands pursuant to the terms
of the applicable Third Party Reinsurance Agreement(s), and retrospective premium calculations
or policy deductibles. Highlands and Westport shall, at the expense of Westport, each use its best
efforts to the extent mutually agreed to be necessary, to cause the Third Party Reinsurers of
Highlands under the applicable Third Party Reinsurance Agreements to post replacement letters
of credit to be issued directly in favor and for the benefit of Westport in the same or a greater
amount, unless Westport shall consent to a reduced amount. To the extent that a letter of credit
secures both losses ceded under this Agreement and losses not ceded under this Agreement,
Highlands and Westport shall work together to seek to allocate the letters of credit with the
applicable reinsurer(s). Should Westport not be able access a letter of credit directly, Highlands
will draw the required funds on its behalf and immediately transfer the funds collected as directed
by Westport.

Westport shall be entitled to receive any recovery under the Proofs of Claim filed by
Highlands in the liquidation of Excalibur Insurance Company in excess of claims paid by
Highlands. To the extent any Proof of Claim is not assignable, Highlands will collect any amount
due Westport and immediately transfer the funds collected as directed by Westport.

For reinsurance agreements that cover business related to both the Subject Portfolio and
any other non-transferring policies, Westport and Highlands will each report their portfolio
separately to the reinsurers after the Risk Transfer Date, and each will be entitled to their
collections on the same. Westport and Highlands will jointly notify reinsurers as soon as practical
after the Closing Date.

Section 4.02 Limitations. Notwithstanding any other provision of this Agreement,
Highlands is not transferring and Westport is not receiving rights of subrogation, salvage or other
claims against third parties of any kind, or the right to receive payment from inuring ceded



POLICY TRANSFER AND NOVATION AGREEMENT

PAGE 8

reinsurance, regarding claims paid by Highlands prior to the Risk Transfer Date that were not
reimbursed by Westport.

Section 4.03 Retrospective Premium. Notwithstanding any other provision of this
Agreement with respect to retrospectively rated policies under the Subject Portfolio, Highlands is
not transferring and Westport is not receiving premium on paid losses billed by Highlands prior to
the Risk Transfer Date that were not reimbursed by Westport, regardless of whether such amounts
have been received by Highlands prior to the Risk Transfer Date or not.

Section 4.04 Assignment of Rights. The parties shall enter into one or more assignment
agreements in form acceptable to both parties.

Section 4.05 Amounts Incorrectly Paid to Either Party. All amounts due and funds
received by Highlands from counterparties under ceded reinsurance, retro billings and/or
deductible billings on or after the Closing Date in respect of subject losses paid by Westport,
including losses paid by Westport during the pricing true up period and during the period between
the Risk Transfer Date and the Closing Date, shall be payable from Highlands to Westport.
Likewise, if Westport collects funds on these same agreements on losses paid by Highlands,
Westport will pay Highlands those funds. Westport and Highlands both agree to review the status
of cash receipts monthly and document and perform a net settlement as appropriate as soon as
practical after the end of each month end or as otherwise agreed by both parties.

ARTICLE V

POLICY ADMINISTRATION

Section 5.01 Claims and Policy Administration. Highlands grants to Westport authority
in all matters relating to the administration of the Subject Portfolio to the extent such authority
may be granted pursuant to applicable law, and agrees to cooperate fully with Westport in the
transfer of such administration. As of the Closing Date, Westport agrees, at its expense, to be
responsible for such administration. In order to assist and to evidence more fully the substitution
of Westport in the place and stead of Highlands, Highlands hereby nominates, constitutes and
appoints Westport as its attorney-in-fact solely for the limited purpose of exercising the rights,
duties, privileges and obligations of Highlands in and to the Subject Portfolio, with full power and
authority to act in the name, place and stead of Highlands with respect to the Subject Portfolio
including, without limitation, the power, without reservation, to service all such insurance policies,
to adjust, to defend, to settle and to pay all claims, to recover salvage and subrogation for any
losses incurred, to collect any inuring reinsurance transferred under this Agreement, and to take
such other and further actions as may be necessary or desirable to effect the transactions
contemplated by this Agreement.

Section 5.02 Notice of Actions Received by Highlands. On and after the Closing Date,
Highlands shall promptly provide Westport with notice of any demand letters, summonses,
complaints, petitions or notices of litigation received by Highlands with respect to any of the
Subject Portfolio.
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ARTICLE VI

THE TRANSACTION CLOSING

Section 6.01 Closing and Closing Date. The closing of the Transaction (the “Closing”)
will take place on a date mutually agreed by the parties which is after the receipt of all Required
Regulatory Approvals, and the order approving the Transaction from the Receivership Court (the
“Closing Date”), but is in no case later than the Transaction Outside Date. The parties may extend
the Closing Date or the Transaction Outside Date by written agreement.

Section 6.02 Transactions and deliveries to be effected prior to Closing. The following
actions shall have been taken or the following deliveries shall have been made, as the case may
be, prior to the Closing:

(a) Westport shall cause SRM and Sedgwick to enter into the Administrative Services
Agreement;

(b) The migration activities set forth in Exhibit C hereto shall have been completed;
(c) The Records shall have been delivered by Highlands to Westport;

Section 6.03 Transactions and deliveries effected at Closing. Upon the terms and subject
to the Closing Conditions, at the Closing the following actions shall have been taken or deliveries
shall have been made, as the case may be:

(a) the execution and delivery of the Ancillary Agreements by the required parties.
(b) a certificate, dated as of the Closing Date, duly executed by the Special Deputy

Receiver on behalf of Highlands, certifying as to Highlands’ satisfaction of the
conditions specified herein;

(c) a certificate, dated as of the Closing Date, duly executed by an authorized officer
of Westport certifying as to Westport's satisfaction of the conditions specified
herein;

(d) The parties shall enter into such other agreements, instruments and documents
necessary to effectuate the consummation of, or otherwise implement, any
transactions contemplated by this Agreement or the Transaction; provided,
however, that any such additional documents shall be reasonably satisfactory to
each of the parties.

Section 6.04 Payment of Monetary Consideration. The Monetary Consideration payable
by Highlands to Westport shall be payable as follows: (i) $ 26,703,573.30 (90% of the Monetary
Consideration) shall be paid on the Closing Date; and (ii) the balance of the Monetary
Consideration, as calculated pursuant to the Roll Forward mechanism, shall be payable no later
than sixty (60) days after the Closing Date.
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ARTICLE VII

REPRESENTATIONS AND WARRANTIES OF WESTPORT

Westport hereby represents and warrants to Highlands as of the date hereof, as follows:

Section 7.01 Corporate Authorization; Governmental Approvals. Westport has all
requisite corporate power and authority to execute and deliver this Agreement and the Ancillary
Agreements to which it is contemplated to become a party, to perform its obligations hereunder
and thereunder and to consummate the transactions contemplated hereby and thereby. The
execution and delivery of this Agreement and the Ancillary Agreements by Westport, the
performance of Westport’s obligations hereunder and thereunder and the consummation of the
transactions contemplated hereby and thereby have been duly authorized by all requisite corporate
action of Westport. This Agreement has been duly executed and delivered by Westport and the
Ancillary Agreements, if and when executed by Westport, will be duly executed and delivered.
Assuming due authorization, execution and delivery of the other parties thereto, this Agreement
constitutes, and each such Ancillary Agreement when so executed and delivered will constitute,
the legal, valid and binding obligation of Westport enforceable against Westport in accordance
with its terms, except as such enforceability may be limited by applicable bankruptcy,
reorganization, insolvency, fraudulent conveyance, moratorium, receivership or similar laws
relating to or affecting creditors’ rights generally and by general principles of equity (whether
considered at law or in equity).

Section 7.02 Non-Contravention. Assuming the consents, approvals, waivers,
authorizations, notices and filings set forth elsewhere herein are obtained or made, the execution
and delivery of this Agreement and the Ancillary Agreements by Westport and the performance
of its obligations hereunder and thereunder do not (a) conflict with or result in any violation or
breach of any provision of any of its organizational documents, (b) conflict with or result in any
violation or breach of any provision of any applicable law or (c) require any consent of or other
action by any person or entity under, constitute a default or an event that, with or without notice
or lapse of time or both, would constitute a default under, or cause or permit termination,
cancellation, acceleration or other change of any right or obligation or the loss of any benefit under,
any provision of a material contract or any material permit affecting the applicable party hereto,
except, in the case of clause (c), as would not, individually or in the aggregate, reasonably be
expected to be material to the Subject Portfolio, taken as a whole or to materially adversely affect
the ability of the parties hereto to perform its obligations under this Agreement and the Ancillary
Agreements.

Section 7.03 Organization and Good Standing. Westport is duly incorporated or
organized, validly existing and in good standing under the laws of its jurisdiction of incorporation
or domicile and has all requisite corporate power and authority to carry on its business as now
conducted. Westport is duly qualified to do business as a foreign corporation and is in good
standing (where such concept is recognized) in all jurisdictions in which it is required to be so
qualified or in good standing, except where the failure to be so qualified or in good standing would
not, individually or in the aggregate, reasonably be expected to be material to the business, taken
as a whole or to materially adversely affect the ability of each party hereto to perform its
obligations under this Agreement and the Ancillary Agreements.
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Section 7.04 Compliance with Applicable Laws. Westport is in compliance with
applicable laws with respect to the its acquisition of the Subject Portfolio and, to its knowledge, is
not under investigation with respect to any violation of any applicable laws with respect to the
conduct of the Subject Portfolio (other than ordinary course notices involving claims for benefits
arising under the Subject Portfolio), except, in each case, as would not, individually or in the
aggregate, reasonably be expected to be material to the Subject Portfolio, taken as a whole or to
materially adversely affect its ability to perform its obligations under this Agreement and the
Ancillary Agreements.

Section 7.05 Permits. Westport has all permits affecting, or relating to, the operation of
the Subject Portfolio, necessary for the operation and conduct of its respective business as of the
date hereof, and to own or use its assets and properties owned and used on the date hereof in each
of the jurisdictions in which such business is operated and conducted, except as would not,
individually or in the aggregate, reasonably be expected to be material to the Subject Portfolio,
taken as a whole or to materially adversely affect its ability to perform its obligations under this
Agreement and the Ancillary Agreements. Such permits are valid and in full force and effect,
Westport is not in default under the permits and none of the permits will be terminated as a result
of the transactions contemplated hereby, except, in each case, as would not, individually or in the
aggregate, reasonably be expected to be material to the Subject Portfolio, taken as a whole or to
materially adversely affect its ability to perform its obligations under this Agreement and the
Ancillary Agreements.

Section 7.06 Brokers and Finders. No broker or finder has acted directly or indirectly for
Westport, nor has Westport incurred any obligation to pay any brokerage or finder’s fee or other
commission, in connection with the transactions contemplated by this Agreement or the Ancillary
Agreements.

Section 7.07 No Other Representations or Warranties. Notwithstanding anything
contained in this Agreement or any Ancillary Agreements to the contrary, Westport (a) is making
no representations or warranties whatsoever, express or implied, beyond those expressly made by
it in this Article, (b) Westport has not been induced by, or relied upon, any representations,
warranties or statements (written or oral), whether express or implied, made by any person, that
are not expressly set forth in this Article, and (c) Westport makes no representations or warranties
with respect to, and nothing contained in this Agreement or in any other agreement, document or
instrument to be delivered in connection herewith or therewith is intended or shall be construed to
be a representation or warranty, express or implied, of any party hereto, for any purposes of this
Agreement or any other agreement, document or instrument to be delivered in connection herewith
or therewith, in respect of (i) the adequacy or sufficiency of reserves or (ii) the effect of the
adequacy or sufficiency of reserves on any line item, asset, liability or equity amount on any
financial or other document.
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ARTICLE VIII

REPRESENTATIONS AND WARRANTIES OF HIGHLANDS

Highlands hereby represents and warrants to Westport as of the date hereof as follows:

Section 8.01 Authority. Prime Tempus, Inc. was designated Special Deputy Receiver
effective January 30, 2004 (the "Appointment Date") and such appointment remains in full force
and effect. Subject only to obtaining the approvals of the Receivership Court and the Texas
Department of Insurance, as well as any other required regulatory approvals, Highlands has the
authority to enter into this Agreement, the Ancillary Agreements and all other documents
contemplated herein to which it is or will be a party, to perform the obligations of Highlands
hereunder and thereunder, and to carry out the transactions contemplated hereby and thereby.

Section 8.02 Absence of Certain Changes and Events. On June 6, 2008 the Receivership
Court entered its Order Approving Second Amended Plan of Rehabilitation. Highlands continues
to operate pursuant to that Second Amended Plan of Rehabilitation.

Section 8.03 Litigation; Orders. To the best of Highlands’ actual knowledge, Highlands
continues to process and adjust workers’ compensation claims in the method set forth in the Second
Amended Plan of Rehabilitation, Section 4.4(B), page 28, Section 6.4, page 34, and Section 6.8,
page 36. No order has issued from the Receivership Court to terminate or revoke the Second
Amended Plan of Rehabilitation.

Section 8.04 Insurance Business. According to its records, Highlands ceased issuing new
policies in December 2001 and received approval to non-renew policies such that all policies were
non-renewed by the date of receivership.

Section 8.05 Brokers and Finders. No broker or finder has acted directly or indirectly for
Highlands, nor has Highlands incurred any obligation to pay any brokerage or finder’s fee or other
commission, in connection with the transactions contemplated by this Agreement or the Ancillary
Agreements.

Section 8.06 No Representation or Warranties Concerning Accuracy or Completeness of
Records. Highlands makes no warranty or representation that the books, records, and other
documents which may be transferred to Westport shall be either accurate or complete. Highlands

has made reasonable best efforts to make available to Westport true and correct copies of (i) all of
the policy forms, riders, endorsements and solicitation materials pertaining to the Subject Portfolio
that Highlands has located, and (ii) each other document provided to any policyholder of the Subject
Portfolio that Highlands has located that would give rise to an insurance obligation. The parties
recognize that the Special Deputy Receiver deals with imperfect records of a company in
receivership. No warranty is made that all forms, riders, endorsements, solicitation materials, and
other documents provided to any policyholder have been provided to Westport.

Section 8.07 No Other Representations or Warranties. Notwithstanding anything
contained in this Agreement or any Ancillary Agreements to the contrary, Highlands (a) is making
no representations or warranties whatsoever, express or implied, beyond those expressly made by it
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in this Article, (b) Highlands has not been induced by, or relied upon, any representations, warranties
or statements (written or oral), whether express or implied, made by any person, that are not
expressly set forth in this Article, and (c) Highlands makes no representations or warranties with
respect to, and nothing contained in this Agreement or in any other agreement, document or
instrument to be delivered in connection herewith or therewith is intended or shall be construed to
be a representation or warranty, express or implied, of any party hereto, for any purposes of this
Agreement or any other agreement, document or instrument to be delivered in connection herewith
or therewith, in respect of (i) the adequacy or sufficiency of reserves or (ii) the effect of the adequacy
or sufficiency of reserves on any line item, asset, liability or equity amount on any financial or other
document. In particular, Westport waives the right to rely on any representation by Highlands
regarding case reserves, IBNR, ultimate claims liability, collectability of reinsurance, and the
potential outcome of workers’ compensation claims litigation or proceedings. The parties recognize
that the Special Deputy Receiver did not create the records, underwrite the policies, or maintain
those records during the era prior to the receivership of Highlands. Westport assumes the Subject
Portfolio AS IS, with no representation or warranty from Highlands other than those limited
representations set forth in this Agreement and the Ancillary Agreements.

ARTICLE IX

DEFENSE OBLIGATION

Section 9.01 Defense by Westport. Westport agrees to defend Highlands, the Receiver
and the Special Deputy Receiver (and their respective directors, officers, employees, successors,
agents and permitted assigns) from and against all losses, liability, damages, costs or expenses
(including without limitation reasonable attorneys’ fees, expenses, costs of suit and any penalties
assessed against Highlands), arising under or related to the Subject Portfolio assumed by Westport
with respect to claims arising after the Closing Date, including but not limited to claims which
arise out of any alleged and/or established negligent, dishonest, malicious, fraudulent or criminal
acts by Westport, its employees or agents with respect to the Subject Portfolio. Westport shall be
responsible for any damages, penalties, or claims assessed against Highlands as a result of
Westport’s handling of claims after the Closing Date.

Section 9.02 Defense Claim Notice. As soon as is reasonably practicable following
receipt by Highlands of notice of any demand, claim or circumstances which, with the lapse of
time, would give rise to a claim or the commencement (or threatened commencement) of any
action, proceeding or investigation (an "Asserted Liability") that may result in a defense obligation
on the part of Westport under the terms of this Article IX, Highlands shall give notice thereof (the
"Claims Notice") to Westport. The Claims Notice shall describe the Asserted Liability in
reasonable detail and shall indicate the amount (estimated, if necessary) of the Asserted Liability
that has been or may be suffered by Highlands. Westport shall defend, at its own expense and by
its own counsel, any such Asserted Liability; provided, however, that Westport may not pay,
compromise or settle any Asserted Liability without the consent of Highlands unless such
compromise or settlement requires no more than a monetary payment for which Highlands is fully
indemnified or involves other matters not binding upon Highlands. In connection with every
Asserted Liability it settles or pays, Westport agrees to obtain a full and final release of Highlands,
the Receiver and the Special Deputy Receiver (and their respective directors, officers, employees,
successors, agents and permitted assigns).
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ARTICLE X

ADDITIONAL AGREEMENTS OF THE PARTIES

Section 10.01 Conduct of Business. During the period from the date of this Agreement
through the earlier of the Closing Date or the termination of this Agreement, except (i) expressly
provided for by this Agreement or the Ancillary Agreements, (ii) as required by applicable Law or
Order or (iii) with the prior written consent of Westport (which consent shall not be unreasonably
withheld, delayed or conditioned), Highlands shall continue to conduct the Business consistent
with the Second Amended Plan of Rehabilitation.

Section 10.02 Claim Referral and Authorization Requirements. From the date of this
Agreement to the earlier of the Closing Date or the termination of this Agreement, Highlands shall
continue to adjust claims arising out of the Subject Portfolio pursuant to the terms of the Second
Amended Rehabilitation Plan. In addition, Highlands agrees to notify Westport in writing prior to
performing any of the following actions: (i) posting or authorizing any positive or negative reserve
movements equal to or greater than $100,000; (ii) authorizing or issuing any payment equal to or
greater than $100,000; (iii) posting any reserve, or issuing any payment, that would result in the
claim's incurred value breaching the $250,000 threshold for the first time; and (iv) authorizing or
obligating Highlands to any settlement on any claim with an incurred value greater than $100,000.
Further, Highlands shall notify Westport in writing before it shall perform any of the following
actions: (a) coverage denial of any claim; (b) ex gratia payment regardless of amount or claim
incurred value; (c) posting or authorizing any reserve movement or payment/settlement, regardless
of amount, with respect to litigation involving Highlands as a named party; (d) any new retention
of outside counsel; (e) entering into any Medicare Set Aside or other Structured Settlement
regardless of incurred amount; and (f) any commutations of inuring reinsurance contracts or policy
buy-backs. Highlands shall also notify Westport in writing of any new claim notifications and any
new or threatened litigation/dispute against Highlands. Nothing in this paragraph shall prevent or
delay Highlands from making timely payment of any claim when so ordered by a court or workers’
compensation authority of competent jurisdiction.

Section 10.03 Access to Information. From the date of this Agreement to the earlier of
the Closing Date or the termination of this Agreement, subject to any applicable law relating to
competition, antitrust, employment or privacy issues and subject to the rules applicable to visitors
at the Highlands's offices generally, Highlands shall afford to Westport and its representatives
reasonable access, upon reasonable advance notice and during normal business hours, to the
Subject Portfolio Records; provided, however, that Highlands shall not be obligated to provide
such access or information if Highlands determines, in its reasonable judgment, that doing so
would violate applicable law or a contract, agreement or obligation of confidentiality owing to a
third-party, jeopardize the protection of an attorney-client privilege, or expose Highlands to risk
of liability for disclosure of sensitive or personal information (it being understood that Highlands
shall use commercially reasonable efforts to enable such information to be furnished or made
available to Westport and its representatives without so jeopardizing privilege or protection,
incurring liability or contravening applicable law or contract, agreement or obligation).
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Section 10.04 Reasonable Best Efforts; Regulatory and Court Matters. Upon the terms
and subject to the conditions set forth in this Agreement, each of the parties hereto shall use
reasonable best efforts to take, or cause to be taken, all actions, and to do, or cause to be done, and
to assist and cooperate with the other parties in doing, all things necessary, proper or advisable to
consummate and make effective, in the most expeditious manner practicable, the transactions
contemplated by this Agreement and the Ancillary Agreements, including but not limited to:
(i) preparing and filing with any Regulatory Authority or the Receivership Court all consents,
approvals, waivers, authorizations, notices and filings necessary, proper or advisable to
consummate the transactions contemplated by this Agreement and the Ancillary Agreements;
(ii) obtaining all consents, approvals, waivers, authorizations, notices and filings necessary, proper
or advisable to consummate the transactions contemplated by this Agreement and the Ancillary
Agreements; and (iii) communicating with inuring reinsurers, indemnitors, policyholders, state
insurance department officials and other stakeholders in connection with the Subject Portfolio, and
procuring agreement or actions therefrom where applicable, in support of the Transaction. Subject
to the foregoing undertakings with respect to assistance and cooperation, the Parties acknowledge
and agree that: (x) Highlands will be primarily responsible for obtaining from the Receivership
Court and the Texas Department of Insurance all consents, approvals, waivers, authorizations,
notices and filings necessary, proper or advisable to consummate the transactions contemplated by
this Agreement and the Ancillary Agreements, including an order from the Texas Department of
Insurance determining the Transaction to be in the best interest of the policyholders under the
Subject Portfolio (in the drafting of which order Westport agrees to cooperate); and (y) that
Westport will be partially responsible for all consents, approvals, waivers, authorizations, notices
and filings necessary, proper or advisable to consummate the transactions contemplated by this
Agreement and the Ancillary Agreements from any other Regulatory Authorities. Westport shall
further be responsible for obtaining (or filing, as the case may be) any consents, approvals, waivers,
authorizations, notices and filings necessary to obtain consent to consummate and implement the
transactions contemplated by this Agreement and the Ancillary Agreements from any other state
or federal Regulatory Authorities, if any, as to whom such consents, approvals, waivers,
authorizations, notices and filings are legally required.

Section 10.05 Consultation and Cooperation. The parties hereto agree that they shall
consult and cooperate with each other with respect to the obtaining of all consents, approvals,
waivers and authorizations necessary, proper or advisable to consummate the transactions
contemplated by this Agreement and the Ancillary Agreements and each party shall keep the other
apprised on a prompt basis of the status of such matters relating to such consents, approvals and
waivers. The party responsible for any such action shall promptly deliver to the other party evidence
of the filing or making of all filings, applications and submissions relating thereto and any
supplement, amendment or item of additional information in connection therewith and a copy of
such filing, application and submission. Highlands and Westport shall reasonably promptly, but in
no case later than five Business Days after receipt, advise each other upon receiving any
communication from any Regulatory Authority or court having jurisdiction or authority whose
consent, approval, waiver or authorization is required to consummate the transactions contemplated
by this Agreement and the Ancillary Agreements including promptly furnishing each other copies
of any written or electronic communication and shall promptly advise each other when any such
communication causes such party to believe that there is a reasonable likelihood that any such
consent, approval, waiver or authorization will not be obtained or that the receipt of any such
consent, approval, waiver or authorization will be materially delayed or conditioned. Prior to the
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Closing Date, neither Highlands nor Westport shall initiate, and shall not permit any of their
respective representatives to initiate, any live or telephonic meeting with any Regulatory Authority
or court having jurisdiction or authority in respect of any consent, approval, waiver or authorization
or investigation or other inquiry (other than for routine or ministerial matters) relating to the
transactions contemplated by this Agreement or the Ancillary Agreements, unless it consults with
the other parties in advance and, to the extent permitted by applicable law and by such Regulatory
Authority or court having jurisdiction or authority, gives the other parties the opportunity to attend
and participate in such meeting. Notwithstanding the foregoing, the parties acknowledge that
Highlands is operating in Receivership, and nothing in this Agreement shall be construed to prevent
Highlands from communicating with representatives of the Texas Department of Insurance having
oversight of the Highlands’ receivership estate.

Highlands and Westport shall (i) promptly furnish, or cause to be furnished, all agreements,
documents, instruments, affidavits or information that may be required or requested by any
Regulatory Authority or court having jurisdiction or authority in connection with any consent,
approval, waiver or authorization and (ii) make available their respective representatives to each
other and, upon request, any Regulatory Authority or court having jurisdiction or authority, in
connection with (A) the preparation of any statement, filing, notice or application made by or on
their behalf to, or (B) any review or approval process by, any Regulatory Authority or court having
jurisdiction or authority in connection with the transactions contemplated by this Agreement or
the Ancillary Agreements.

Section 10.06 Third Party Consents. Except as otherwise agreed by the parties, the parties
hereto shall cooperate and use reasonable best efforts to obtain all consents, approvals and
agreements of any non-affiliated Person (other than a Regulatory Authority). Notwithstanding
anything to the contrary contained in this Agreement, to the extent that any such non-affiliated
Person consents, approvals or agreements shall not have been obtained prior to the date hereof or
the Closing Date, the parties hereto shall continue to cooperate with each other and use
commercially reasonable efforts to obtain such consents, approvals or agreements as promptly as
reasonably practicable thereafter. Pending receipt of any such consents, approvals or agreements,
the parties hereto shall cooperate with each other to effect mutually agreeable, reasonable and
lawful arrangements designed to provide each of the parties hereto with substantially similar rights
and benefits that would have accrued to such Person had such consents, approvals or agreements
been obtained, including by means of participation agreements, transition services arrangements
or otherwise. Any costs and expenses (other than costs and expenses associated with re-titling and
re-registering any investment assets) payable to third parties in connection with the procurement
of any such consents, approvals and agreements (whether such costs and expenses are incurred
prior to the date hereof or following the date hereof shall be borne by Westport.

Without limitation, the parties shall cooperate and use reasonable best efforts to obtain all
consents, approvals and agreements of the customers of the Subject Portfolio necessary or
desirable to consummate the Transaction.
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Section 10.07 Ancillary Agreements. From the date hereof until the Closing Date, the
parties shall negotiate in good faith and use reasonable best efforts to prepare the final forms of
the Ancillary Agreements and such other agreements, instruments and documents as are
contemplated by this Agreement or the Ancillary Agreements to be executed and delivered by the
parties on or prior to the Closing Date.

Section 10.08 Further Assurances. Following the Closing, each of the parties shall
promptly execute, acknowledge and deliver any additional documents, instruments or conveyances
reasonably requested by the others to further perfect or evidence the consummation of, or
otherwise implement, any transactions contemplated by this Agreement or the Ancillary
Agreements, or to aid in the preparation of any regulatory filing or financial statement; provided,
however, that any such additional documents must be reasonably satisfactory to each of the parties
and must not impose upon either party any material liability, risk, obligation, loss, cost or expense
not contemplated by this Agreement or the Ancillary Agreements.

ARTICLE X

CONDITIONS TO CLOSING

Section 11.01 Conditions to the Obligations of the Parties Hereunder. The obligations of
the parties to effect the Closing are subject to the satisfaction (or waiver by each party), as of the
Closing Date, of the following conditions:

(a) No Injunction or Prohibition. No Regulatory Authority of competent jurisdiction
shall have enacted, enforced or entered any law or issued a final and non-appealable
order that is in effect on the Closing Date and prohibits the consummation of
transactions contemplated by this Agreement or the Ancillary Agreements.

(b) Required Regulatory Approvals. All Required Regulatory Approvals shall have
been obtained or waived and shall be in full force and effect and Westport and
Highlands shall each have determined the adequacy thereof in each party’s sole
discretion.

(c) Required Orders. All Transaction required Orders shall have been obtained or
made by the Receivership Court and shall be in full force and effect, and Westport
and Highlands shall each have determined the adequacy thereof in each party’s sole
discretion.

(d) Representations and Warranties. The Representations and Warranties of each party
hereto shall be true and correct in all respects in each case as of the Closing Date
as though made on and as of the Closing Date.

(e) Covenants. The covenants and agreements of each of the parties hereto set forth in
this Agreement to be performed or complied with at or prior to the Closing Date,
in each case, shall have been duly performed or complied with in all material
respects.

(f) Ancillary Agreements and Closing Deliverables. (i) The Ancillary Agreements
shall have been duly executed and delivered by each applicable party hereto on or
prior to the Closing Date, and such agreements shall be in full force and effect with
respect to each of the applicable parties hereto and (ii) all other deliverables of each
party hereto shall have been made and delivered to the applicable party hereto.
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ARTICLE XII

TERMINATION

Section 12.01 Termination of Agreement. This Agreement may be terminated, and the
transactions contemplated hereby abandoned, at any time prior to the Closing Date:

(a) by mutual written consent of all the parties hereto;
(b) by Highlands upon notice to Westport in writing that the Receivership Court has

declined to enter an Order approving and authorizing the consummation of the
transactions contemplated by this Agreement and the Ancillary Agreements;

(c) by any party hereto in writing, if any applicable Regulatory Authority prohibits or
restrains such party from consummating the transactions contemplated hereby;

(d) by any party hereto in writing, if there shall be any Order that prohibits or restrains
any party from consummating the transactions contemplated hereby, and such
Order shall have become final and non-appealable with respect to such party;
provided, that the party seeking to terminate this Agreement pursuant to this section
shall have performed in all material respects its obligations under this Agreement;

(e) by any party hereto in writing, provided, however, that the right to terminate this
Agreement under this section shall not be available to a party if the failure of such
occurrence was primarily due to the failure of such party to perform any of its
obligations under this Agreement;

(f) by any party hereto in writing, provided that such party is not in material breach of
any of its covenants or agreements hereunder, if a breach of any provision of this
Agreement that has been committed by another party would cause the failure of any
mutual condition to the Closing or any condition to the Closing for the benefit of
the non-breaching party and such breach is not capable of being cured or is not
cured within the earlier of (x) thirty (30) Business Days after the breaching party
receives written notice from the non-breaching party that the non-breaching party
intends to terminate this Agreement and (y) two (2) Business Days prior to the
Transaction Outside Date;

Section 12.02 Procedure on Termination. In the event of termination by any of the parties,
written notice thereof shall forthwith be given to the other parties, and this Agreement shall
terminate, without further action by the parties.

Section 12.03 Effect of Termination. If this Agreement is terminated, this Agreement
shall thereafter become void and have no effect, and no party shall have any liability to the other
parties, their respective affiliates or any of their respective representatives in connection with this
Agreement, except that (a) any confidentiality obligations of the parties (arising under this
Agreement or under any other confidentiality agreement entered into by the parties) shall survive
any termination of such provisions and (b) such termination will not relieve any party from liability
for any willful and material breach of any provision of this Agreement or fraud prior to such
termination. For purposes of this section, “willful and material breach” shall mean a material
breach that is a consequence of an act by the breaching party with knowledge that the taking of
such act would cause a breach of this Agreement.
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ARTICLE XIII

DISPUTE RESOLUTION

Section 13.01 Dispute Resolution. Notwithstanding anything contained herein to the
contrary, any dispute between the parties arising out of or relating to this Agreement or the
Ancillary Agreements, or the breach, termination or validity hereof or thereof (“Dispute”), will be
addressed in accordance with this Article, which will be the sole and exclusive procedures for the
resolution of any such Disputes.

Section 13.02 Negotiation Between the Parties. The parties agree that they shall attempt
to resolve Disputes by informal in-person discussions and negotiations of their respective
representatives. If the parties are unable to resolve any such Dispute through such in-person
discussions and negotiations, within thirty (30) calendar days after the day on which a party
receives from the other party or parties written notice of a Dispute, the Dispute shall be submitted
for an attempt to negotiate a resolution by a designated executive officer of each party, with
authority to make a decision. All negotiations, discussions, and communications made or
conducted pursuant to the procedures set forth in this section are confidential and will be treated
as compromise and settlement negotiations for purposes of the Texas Rules of Evidence and any
other applicable rules of evidence.

Section 13.03 Exclusive Jurisdiction. Each of the parties hereby irrevocably and
unconditionally (i) submits, for itself and its property, to the exclusive jurisdiction and venue of the
Receivership Court in any action arising out of or relating to this Agreement, including the
negotiation, execution or performance of this Agreement and agrees that all claims in respect of any
such action shall be heard and determined in the Receivership Court, (ii) waives, to the fullest extent
it may legally and effectively do so, any objection which it may now or hereafter have to the laying
of venue of any action arising out of or relating to this Agreement or the negotiation, execution or
performance of this Agreement in the Receivership Court, including any objection based on its
place of incorporation or domicile, (iii) waives, to the fullest extent permitted by Law, the defense
of an inconvenient forum to the maintenance of such action in any such court and (iv) agrees that a
final judgment in any such action shall be conclusive and may be enforced in other jurisdictions by
suit on the judgment or in any other manner provided by law. Each of the parties consents and
agrees that service of process, summons, notice or document for any action permitted hereunder
may be delivered by registered mail addressed to it at the applicable address set forth in the Notices
section or in any other manner permitted by applicable law. The parties further submit to the
jurisdiction of the Receivership Court, sitting without a jury, to resolve any issues as to the
interpretation, construction and enforceability of this Agreement and the Ancillary Agreements.

Section 13.04 WAIVER OF JURY TRIAL. EACH PARTY ACKNOWLEDGES AND
AGREES THAT ANY CONTROVERSY THAT MAY BE BASED UPON, ARISE OUT OF OR
RELATE TO THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND
DIFFICULT ISSUES AND, THEREFORE, EACH SUCH PARTY HEREBY IRREVOCABLY
AND UNCONDITIONALLY WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO A
TRIAL BY JURY FOR ANY DISPUTE BASED UPON, ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE BREACH, TERMINATION OR VALIDITY THEREOF OR
ANY TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY



POLICY TRANSFER AND NOVATION AGREEMENT

PAGE 20

CERTIFIES AND ACKNOWLEDGES THAT (A) NEITHER THE OTHER PARTY NOR ITS
REPRESENTATIVES, AGENTS OR ATTORNEYS HAVE REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER,
(C) EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS OF THIS SECTION. ANY PARTY MAY
FILE AN ORIGINAL COUNTERPART OR A COPY OF THIS AGREEMENT WITH ANY
COURT AS WRITTEN EVIDENCE OF THE CONSENT OF THE PARTIES TO THE WAIVER
OF THEIR RIGHT TO TRIAL BY JURY.

ARTICLE XIV

LIMITATION OF DAMAGES

Section 14.01 Limitation of Damages. WESTPORT MAY NOT RECOVER ANY
SPECIAL, CONSEQUENTIAL, OR EXEMPLARY DAMAGES FOR BREACH OF THIS
AGREMENT OR FOR ANY CAUSE OF ACTION ARISING FROM OR RELATED TO THIS
AGREEMENT. WESTPORT WAIVES AND RELEASES THE RECEIVER, THE SPECIAL
DEPUTY RECEIVER, THE COMMISSIONER OF INSURANCE OF THE STATE OF TEXAS,
THE STATE OF TEXAS, THEIR CURRENT AND FORMER OFFICERS, DIRECTORS,
SHAREHOLDERS, AGENTS, EMPLOYEES, ATTORNEYS, SUCCESSORS AND ASSIGNS
FROM ANY CLAIM THAT THEY HAVE MADE ANY AGREEMENT, WARRANTY,
REPRESENTATION, OR MATERIAL OMISSION RELATED TO THIS AGREEMENT OR
THE ANCILLARY AGREEMENTS. NOTHING IN THIS CLAUSE SHALL LIMIT ANY
PARTY’S RIGHT TO SEEK ACTUAL, DIRECT DAMAGE REMEDIES AGAINST THE
HIGHLANDS RECEIVERSHIP ESTATE, TO THE EXTENT ALLOWED UNDER THE
PROVISIONS OF CHAPTER 443 OF THE TEXAS INSURANCE CODE.

ARTICLE XV

MISCELLANEOUS PROVISIONS

Section 15.01 Notices. All notices and other communications under this Agreement shall
be in writing and shall be deemed given (a) when delivered personally by hand, (b) when sent by
facsimile or email or (c) one (1) Business Day following the day sent by an internationally
recognized overnight courier (with written confirmation of receipt), in each case, at the following
addresses, facsimile numbers and email addresses (or to such other address, facsimile number or
email address as a party may have specified by notice given to the other party pursuant to this
provision):

to Westport:

Westport Insurance Corporation
One Kansas City Place
1200 Main Street
Kansas City, MO 64105
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Email: Eric_Edman@swissre.com
Phone: 1-816-702-3313
Attention: Eric Edman

Copy to:

Janet Fountain
Swiss Re Management (US) Corporation
1301 Avenue of the Americas
New York, NY 10019
Email: Janet_Fountain@swissre.com
Phone: (212) 317-5615

Burnie Burner
Mitchell, Williams, Selig, Gates & Woodyard, P.L.L.C.
500 West 5th Street, Suite 1150
Austin, Texas 78701
Email: bburner@mwlaw.com
Phone: (512) 480-5100

to the Highlands:

Prime Tempus, Inc., Special Deputy Receiver
27310 Ranch Road 12
Dripping Springs, Texas 78620
Email: cakoenig@primetempus.com
Phone: (512) 894-3705
Attention: Craig A. Koenig, President

Copy to:

Robert H. Nunnally, Jr.
Wisener, Nunnally, Roth & Higgins, LLP
245 Cedar Sage, Suite 240
Garland, Texas 75040
Phone: (972) 530-2200
Email: robert@wnrlaw.com

Section 15.02 Entire Agreement. This Agreement (including the Exhibits, Annexes and
Schedules hereto) and the Ancillary Agreements) and any other documents delivered pursuant
hereto or thereto constitute the entire agreement among the parties and their respective Affiliates
with respect to the subject matter hereof and supersede all prior negotiations, discussions, writings,
agreements and understandings, oral and written, between the parties with respect to the subject
matter hereof and thereof.
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Section 15.03 Waivers and Amendment. Any provision of this Agreement may be
amended, modified or waived if, and only if, such amendment, modification or waiver is in writing
and signed, in the case of an amendment, by the parties, or in the case of a waiver, by the party
against whom the waiver is to be effective. No failure or delay by any party in exercising any
right, power or privilege hereunder shall operate as a waiver thereof nor shall any single or partial
exercise thereof preclude any other or further exercise thereof or the exercise of any other right,
power or privilege.

Section 15.04 Successors and Assigns. Neither this Agreement nor any of the rights,
interests or obligations under it may be directly or indirectly assigned, delegated, sublicensed or
transferred by any of the parties, in whole or in part, to any other person (including any bankruptcy
trustee) by operation of law or otherwise, whether voluntarily or involuntarily, without the prior
written consent of the other parties, and any attempted or purported assignment in violation of this
section will be null and void. Subject to the preceding sentence, this Agreement will be binding
upon, inure to the benefit of and be enforceable by the parties and their respective successors, legal
representatives and permitted assigns.

Section 15.05 No Third-Party Beneficiaries. Nothing expressed or implied in this
Agreement is intended to confer any rights, benefits, remedies, obligations or liabilities upon any
person other than the parties and their respective heirs, executors, administrators, successors, legal
representatives and permitted assigns.

Section 15.06 Governing Law. This Agreement and all claims or causes of action (whether
in contract, tort or otherwise) that may be based upon, arise out of or relate to this Agreement or
the negotiation, execution or performance of this Agreement (including any claim or cause of
action based upon, arising out of or related to any representation or warranty made in or in
connection with this Agreement) shall be governed by and construed in accordance with the Laws
of the State of Texas without respect to its applicable principles of conflicts of laws that might
require the application of the laws of another jurisdiction.

Section 15.07 Ancillary Agreements. The parties acknowledge that Actions arising under
this Agreement and Actions arising under the Ancillary Agreements may overlap and contain
common issues of fact or law. The parties agree that in the event any Action under any Ancillary
Agreement is brought in a court permitted or required by the terms of such Ancillary Agreement,
the parties submit to the jurisdiction of such court in connection with any related Action under this
Agreement in connection with such dispute, so long as such court has subject matter jurisdiction
over such Action.

Section 15.08 Counterparts. This Agreement may be executed in one or more
counterparts, each of which will be deemed to constitute an original, but all of which shall
constitute one and the same agreement, and may be delivered by facsimile or other electronic
means intended to preserve the original graphic or pictorial appearance of a document.

Section 15.09 No Personal or State Liability. Prime Tempus, Inc. signs this Agreement
on behalf of Highlands in, and only in, its capacity as Special Deputy Receiver. Prime Tempus,
Inc. does not enter this Agreement on its own behalf, or on behalf of Craig A. Koenig individually,
the Texas Department of Insurance, or the State of Texas. This Agreement creates no obligations
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on the part of the Texas Department of Insurance, the State of Texas, or any officials or employees
thereof.

Section 15.10 Severability. The provisions of this Agreement shall be deemed severable,
and the invalidity or unenforceability of any provision shall not affect the validity or enforceability
of the other provisions hereof. If any provision of this Agreement, or the application thereof to
any Person or any circumstance, is found by a court or other Regulatory Authority of competent
jurisdiction to be invalid or unenforceable, the remainder of this Agreement and the application of
such provision to other persons or circumstances shall not be affected by such invalidity or
unenforceability, nor shall such invalidity or unenforceability affect the validity or enforceability
of such provision, or the application thereof, in any other jurisdiction. If any provision of this
Agreement is so broad as to be unenforceable, such provision shall be interpreted to be only so
broad as would be enforceable. The parties agree to attempt in good faith to reform such void or
unenforceable provision to the extent necessary to render such provision enforceable and to carry
out its original intent.

Section 15.11 Specific Performance. The parties agree that irreparable damage would
occur and that the parties would not have any adequate remedy at law in the event that any
provision of this Agreement were not performed in accordance with its specific terms or were
otherwise breached and that money damages or other legal remedies would not be an adequate
remedy for any such failure to perform or breach. It is accordingly agreed that, without posting
bond or other undertaking, the parties shall be entitled to injunctive or other equitable relief to
prevent breaches of this Agreement and to enforce specifically the terms and provisions of this
Agreement in any court of competent jurisdiction, this being in addition to any other remedy to
which they are entitled at law or in equity. In the event that any such action is brought in equity
to enforce the provisions of this Agreement, no party will allege, and each party hereby waives the
defense or counterclaim, that there is an adequate remedy at law. The parties further agree that
(a) by seeking any remedy provided for in this section, a party shall not in any respect waive its
right to seek any other form of relief that may be available to such party under this Agreement,
and (b) nothing contained in this section shall require any party to institute any action for (or limit
such party’s right to institute any action for) specific performance under this section before
exercising any other right under this Agreement.

Section 15.12 Incontestability. In consideration of the covenants and agreements
contained herein, each party hereby agrees that this Agreement, and each and every provision
hereof, is and shall be enforceable by and between them according to its terms, and each party
hereby agrees that it shall not contest in any respect the validity or enforceability hereof.

Section 15.13 Publicity. Any press release or press releases with respect to the
announcement of the transactions contemplated by this Agreement and the Ancillary Agreements
shall be in a form mutually agreed by the parties; provided, however, that each of the parties may
make (a) internal announcements to their respective employees that are not inconsistent with the
parties’ prior public disclosures regarding the transaction and (b) announcements to the investment
community and communications with its agents or rating agencies, in each case that are not
inconsistent with the parties’ prior public disclosures regarding the transaction.
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Section 15.14 Expenses. Regardless of whether any or all of the transactions
contemplated by this Agreement are consummated, and except as otherwise expressly provided
herein, each of the parties hereto shall each bear their respective direct and indirect fees, costs and
expenses incurred in connection with the negotiation and preparation of this Agreement, the
Ancillary Agreements and the consummation of the transactions contemplated hereby or thereby
including all fees and expenses of their respective representatives.

Section 15.15 Construction. Each Party acknowledges that it has consulted with legal
counsel of its own choice regarding this Agreement. The Parties further acknowledge that they
have, through their respective counsel, participated in the preparation of this Agreement, have
carefully read this Agreement, and understand its terms. For purposes of interpreting the terms of
this Agreement, no provision shall be construed against any of the Parties as the principal
draftsman thereof.

Section 15.16 No Waiver. The failure or delay by any Party in exercising any right, power
or privilege shall not operate as or be construed as a waiver thereof. Any exercise of a right, power
or privilege shall not be considered to preclude any other or further exercise thereof.
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Exhibit A

Retrocession Agreement



Exhibit B

Loss Portfolio Transfer Agreement



Exhibit C

Migration Activities

Required Approvals:

 Highlands to submit application for and obtain Receivership Court approval;
 Westport to obtain any Required Regulatory Approvals;

Claims Handling and Required Notifications:

 Highlands will continue to administer claims in ordinary course from the Effective Date
until all approvals are granted and migration of claims handling has been completed.
(Sedgwick/Westport takes over claims handling).

 Highlands to notify Westport pursuant to the terms of section 9.02 hereof of any material
new or reopened incurred claim activity.

 Highlands and Westport will cooperate in drafting appropriate policyholder notification
and Highlands will issue such notification based on best information available.

 Highlands and Westport will cooperate in drafting appropriate notice of this transaction to
affected reinsurers.

Data Migration:

 Highlands and Westport will develop a claims data migration plan & process transfer
protocol;

 Highlands and Westport will develop a process for the retrospective premium/deductible
billing data migration plan & process protocol;

 Highlands and Westport will develop a process for the reinsurance data migration plan and
process protocol.

Claims Handling Migration:

 Highlands and Westport will develop a joint notice to current claimants of transfer of
claims to Sedgwick and Westport;

 Highlands and Westport will develop a plan for transfer of paper files related to open and
closed claims that are currently located in the Highlands Houston or Louisiana offices.
Highlands and Westport will develop an appropriate allocation of the expense of transfer.

 Highlands will develop a plan to address transfer of easily identifiable closed workers
compensation claims located in the Highlands New Berlin, Wisconsin records center.

 Highlands and Westport will develop a process to forward any claim notices or
documentation received by Highlands after the Closing Date.



Closing Activities:

 Highlands will prepare a Roll Forward report for all activity from Risk Transfer Date to
Closing Date;

 Highlands to transfer the Monetary Consideration net of Roll Forward adjustment to
Westport pursuant to designated instructions;

 Westport to fund Sedgwick Escrow account;
 Turn on data migration feeds.
 Sedgwick takes over all claims handling at this point forward.

Post-Closing Activities:

 Highlands and Westport will cooperate in policy asset and reinsurance collection activities
as necessary after the Closing Date.

 Highlands will assist Westport in identifying any currently closed claim or policy files
needed for future claims handling.



Exhibit A-2
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RETROCESSION AGREEMENT

This Retrocession Agreement (“Agreement”) dated as of July 27, 2020, is made by and
between Highlands Insurance Company, in Receivership (“Highlands”) and Swiss Reinsurance
America Corporation (“SRA”).

RECITALS

WHEREAS, Highlands is a property and casualty insurance company domiciled in the
State of Texas, which was placed into permanent receivership on November 6, 2003, by order of
the court in the case styled State of Texas v. Highlands Insurance Company, Cause No. D-1-GV-
03-004537, in the 53rd Judicial District Court of Travis County, Texas (the “Receivership Court”);
and

WHEREAS, pursuant to an order of the Receivership Court dated November 6, 2003 (the
“Rehabilitation Order”), the Commissioner of Insurance for the State of Texas was appointed
Receiver for Highlands; and

WHEREAS, Prime Tempus, Inc. was designated Special Deputy Receiver by Notice of
Designation of Special Deputy Receiver dated January 30, 2004, and in this capacity holds those
powers and authority set forth in the Rehabilitation Order and in Chapter 443 of the Texas
Insurance Code; and

WHEREAS, simultaneously herewith Highlands and Westport have entered into a Policy
Transfer and Novation Agreement, subject to approval by the Receivership Court, pursuant to
which Highlands has transferred and novated to Westport, and Westport has thereby assumed, all
of Highlands’ direct policy obligations under workers compensation policies issued directly by
Highlands or by companies previously merged into Highlands; and

WHEREAS, the parties additionally contemplate that simultaneously with entry into the
Agreement, Westport will enter into a quota share reinsurance arrangement with Swiss
Reinsurance America Corporation ("SRA") as reinsurer, reinsuring one hundred percent (100%)
of the obligations and liabilities assumed by it pursuant to the Agreement (the "SRA Reinsurance
Agreement") to be effective as of the Closing; and

WHEREAS, the parties additionally contemplate that in connection with its entry into this
Agreement, Westport and SRA will cause Sedgwick Claims Management Services, Inc.
("Sedgwick") to be retained to provide claims handling and other administrative services
associated with the Assumed Reinsurance Portfolio under the direction of Swiss Re Management
(US) Corporation ("SRM") pursuant to an administrative services agreement to be entered into
between Sedgwick and SRM (the "Administrative Services Agreement”) and subject to the
migration of certain data pursuant to this Agreement; and

WHEREAS, the parties additionally contemplate that, subject to court approval, SRA will
also enter into a Loss Portfolio Transfer Agreement with Statesman Insurance Company to transfer
the claims under the Statesman Portfolio; and
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WHEREAS, Texas Insurance Code Sections 443.102 and 443.103 expressly provide for
transfers of all or part of an insurer’s business, and Highlands desires to retrocede to SRA the
Assumed Reinsurance Portfolio, as defined in this Agreement, together with the obligation to
perform all claims handling and other administrative services associated therewith, and SRA
desires to assume such obligations as direct obligations of SRA, as provided herein; and

NOW, THEREFORE, in consideration of the mutual promises exchanged, the Parties
hereto agree as follows:

ARTICLE I

DEFINITIONS

For purposes of this Agreement, the following terms shall have the definitions set forth
below (all such meanings to be equally applicable in the singular and plural forms).

1.1 The term “Agreement” means this Retrocession Agreement.

1.2 "Ancillary Agreements" means the SRA Reinsurance Agreement, the Administrative
Services Agreement, this Retrocession Agreement, the Loss Portfolio Transfer Agreement and any
required assignment agreement.

1.3 “Assumed Reinsurance Portfolio" means the Highlands’ assumed reinsurance programs
under which Highlands reinsures no less than one hundred percent (100%) of the liability under
Workers Compensation policies, including but not limited to policies written by the following
companies: Virginia Surety Company, Inc., Qatar General Insurance and Reinsurance Company
and Highlands Insurance Company (UK) Ltd. For the avoidance of doubt, however, the Assumed
Reinsurance Portfolio shall not include any policies issued by Statesman Insurance Company.

1.4 "Business Day" means any day other than a Saturday, Sunday or other day declared by the
United States Postal Service as a holiday.

1.5 “Highlands” means Highlands Insurance Company, in Receivership, and insurance
companies previously merged into Highlands (including, but not limited to Northwestern National
Casualty Company, NN Insurance Company, Highlands Underwriters Insurance Company,
Highlands P&C Insurance Company, Highlands Lloyds Insurance Co., Highlands Casualty
Company and Aberdeen Insurance Company). For the avoidance of doubt, in no case shall
Highlands include Statesman Insurance Company.

1.4 “Inuring Reinsurance” means all rights, offsets and recoveries under reinsurance
agreements between Highlands and third party reinsurers relating to the Assumed Reinsurance
Portfolio.

1.5 “Inception Date” means 12:01 am Central Time on January 1, 2020, or such other date set
forth in the Receivership Court’s order approving the related transactions to which this Agreement
is a defined Ancillary Agreement.
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1.6 “Monetary Consideration” shall mean the sum of $240,000. For the avoidance of doubt,
the Monetary Consideration as defined in this Agreement shall apply only to this Agreement, and
is independent of any amounts defined as a monetary payment in any of the Ancillary Agreements.

1.7 “Receivership Court” means the 53rd Judicial District Court of Travis County, Texas in
which the receivership proceeding is pending in the case styled State of Texas v. Highlands
Insurance Company Cause No. D-1-GV-03-004537, in the 53rd Judicial District Court of Travis
County, Texas.

1.8 “Records” means all Assumed Reinsurance Portfolio contract and claim files (for greater
certainty, including reinsurance files, underwriting files, and payment records in such policy claim
files) relating to the Assumed Reinsurance Portfolio, whether in hard copy or electronic format.
The Parties acknowledge that the Assumed Reinsurance Portfolio includes policies that were
issued and maintained by companies subsequently merged into Highlands and that the subject
policy and/or claim files in Highlands’ possession or control may not be complete.

1.9 “Reinsured Policies” means the underlying workers compensation insurance policies
issued by certain insurance companies on behalf of Highlands and reinsured by Highlands on a
100% gross quota share basis and constituting the Assumed Reinsurance Portfolio, as defined
herein. “Reinsured Policies” under this Agreement shall not include any policies written by
Statesman Insurance Company and reinsured by Highlands.

1.10 “Special Deputy Receiver” means Prime Tempus, Inc., in its capacity as the Special Deputy
Receiver for Highlands.

1.11 “Statesman Portfolio” means all current, incurred but not reported and future workers
compensation claims arising under workers compensation policies written by Statesman Insurance
Company.

1.12 “SRA” means Swiss Reinsurance America Corporation.

1.13 “Westport” means Westport Insurance Corporation.

ARTICLE II

BUSINESS COVERED

2.1 Business Covered. Upon the terms and subject to the conditions and other provisions of
this Agreement, as of the Inception Date, Highlands hereby retrocedes to SRA, and SRA hereby
agrees to indemnify Highlands for, one hundred percent (100%) of Highlands’ liability (excluding
deductibles and retentions) incurred under or in respect of the Assumed Reinsurance Portfolio and
unpaid as of the Inception Date.

2.2 Condition. If Highlands’ liability under any of the Reinsured Policies is changed because
of changes made on or after the Inception Date in the terms and conditions of the Reinsured
Policies (including but not limited to any contract riders or endorsements thereto) that are required
due to changes in Applicable Law, SRA will share in the change to the full extent of its assumption
hereunder.
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2.3 Territory. The territorial limits of this Agreement shall be identical with those of the
Reinsured Policies.

2.4 Ceded Reinsurance. Subsequent to the Inception Date, Highlands will not enter into any
reinsurance arrangements or amend any existing reinsurance agreements with respect to the
Reinsured Policies without the prior written consent of SRA, in its sole discretion.

2.5 Defenses, Setoffs, Claims. SRA accepts and assumes the Assumption Reinsurance
Portfolio subject to and preserving any and all defenses, setoffs and counterclaims to which
Highlands would be entitled. It is understood and agreed by the parties hereto that no such
defenses, setoffs or counterclaims are waived by the execution of this Agreement or the
consummation of the transactions contemplated hereby and that SRA shall be fully subrogated to
all such defenses, setoffs and counterclaims. SRA assumes only the reinsurance obligations,
including, without limitation, any future claims handling duties of Highlands in the Assumption
Reinsurance Portfolio and the current claims and shall not assume, and shall not be liable for, any
extracontractual damage, unfair practice or other claims that arise due to Highland's conduct, acts
or omissions committed prior to the Closing Date.

2.6 Inuring Reinsurance. Highlands assigns and transfers to SRA all Inuring Reinsurance
Agreements, and all rights and obligations under such agreements, to the extent such reinsurance
inures to the benefit of the Assumption Reinsurance Portfolio, including any right to offset as
described herein.

ARTICLE III

SETOFFS

3.1 Setoffs by reinsurers under Inuring Reinsurance Agreements. If any reinsurer under an
Inuring Reinsurance Agreement exercises a Statutory Setoff (as defined herein) of its obligations
under such agreement against obligations Highlands owes to the offsetting reinsurer under any
contracts that are not part of the Assumption Reinsurance Portfolio and therefore remain the
responsibility of Highlands, Highlands agrees to credit SRA for the losses so offset.

3.2 Statutory Setoffs. Notwithstanding anything in this Agreement to the contrary, all setoffs
allowed hereunder must meet the requirements for an allowed setoff under the provisions of
Section 443.209 of the Texas Insurance Code (“Statutory Setoff.”) No attempted setoff by a
reinsurer of the Assumption Reinsurance Portfolio that does not meet the definition of a Statutory
Setoff shall be allowed. SRA agrees to notify Highlands in writing of any attempted setoff by a
reinsurer of the Assumption Reinsurance Portfolio, and the parties shall work together to reconcile
the debits and credits involved.

3.3 Credit for Allowed Setoffs. While Highlands shall not be obligated to make monetary
payment of credits to SRA arising out of the exercise of any Statutory Setoff, SRA will be entitled
to set off these losses either against losses otherwise payable by SRA to Highlands on the non-
transferring portfolio, or against any cash amounts to be paid to Highlands as part of the monthly
cash receipts net settlement process provided in this Agreement.
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ARTICLE IV

ASSIGNMENT OF RIGHTS AGAINST THIRD PARTIES

4.1 Assignment. The parties acknowledge and agree that, as of the Inception Date, Highlands
hereby transfers and assigns to SRA all rights of subrogation, salvage or other claims against third
parties of any kind arising under the Assumption Reinsurance Portfolio, subject to the terms and
conditions of this Agreement.

Regardless of whether reinsurance novation agreements are entered into between
Highlands, SRA and any reinsurer under an Inuring Reinsurance Agreement, SRA is hereby
substituted for and succeeds to all of the rights and liabilities of Highlands relating to the
Assumption Reinsurance Portfolio, and is hereby recognized for all purposes as the "Reinsured"
in substitution for Highlands under any inuring reinsurance agreements relating to the Assumption
Reinsurance Portfolio. SRA shall also be entitled to collect amounts held by or which may become
due from reinsurers under the Inuring Reinsurance for losses or loss adjustment expenses with
respect to the Assumption Reinsurance Portfolio paid by SRA.

Highlands shall request that an endorsement be made to each Inuring Reinsurance
Agreement to substitute SRA for Highlands or to add SRA as a named insured to the contract
where the reinsurance contract covers both the Assumption Reinsurance Portfolio and non-
transferring policies and SRA agrees to enter into such endorsements and to provide reasonable
assistance to Highlands, at Highlands' expense, in obtaining any such endorsement. Highlands
shall, if requested by SRA, provide reasonable assistance to SRA, at SRA's expense, in collection
of all amounts due in respect of the Assumption Reinsurance Portfolio from Reinsurers under
Inuring Reinsurance Agreements which do not have or agree to an endorsement and shall forward
any funds collected to SRA. The collectability of such reinsurance shall be at the risk and for the
account of SRA.

SRA is also substituted for Highlands and has all the rights and liabilities of Highlands
under any loss indemnification agreement, Retrospective Premium or Deductible accounts with
respect to the Assumption Reinsurance Portfolio for all losses paid by SRA.

ARTICLE V

CLAIMS ADMINISTRATION

5.1 Claims Administration. Highlands grants to SRA authority in all matters relating to the
administration of claims under the Assumed Reinsurance Portfolio as administered by Highlands
and to the extent such authority may be granted pursuant to applicable law, and agrees to cooperate
fully with SRA in the transfer of such administration. SRA agrees, at its expense, to assume and
be responsible for such administration, including the retention of any third party claims
administrator by SRA. Highlands hereby nominates, constitutes and appoints SRA as its attorney-
in-fact with respect to the rights, duties, privileges and obligations of Highlands in and to the
Assumed Reinsurance Portfolio, with full power and authority to act in the name, place and stead
of Highlands with respect to the Assumed Reinsurance Portfolio including, without limitation, the
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power, without reservation, to service all such Reinsured Policies, to adjust, to defend, to settle
and to pay all claims, to recover salvage and subrogation for any losses incurred and to take such
other and further actions as may be necessary or desirable to effect the transactions contemplated
by this Agreement.

5.2 The parties acknowledge that Highlands is currently in Receivership and operating under
the Second Amended Rehabilitation Plan. It is understood and agreed that SRA shall make
payments due under the Reinsured Policies directly to the claimant. All claims that are paid by
SRA under the Reinsured Policies shall fully discharge and release both SRA and Highlands from
any and all liability in connection with such loss to the extent of the amount paid by SRA.

5.3 Notice of Actions Received by Highlands. On and after the Inception Date, Highlands
shall promptly provide SRA with notice of any demand letters, summonses, complaints, petitions
or notices of litigation received by Highlands with respect to any of the Reinsured Policies or the
Assumed Reinsurance Portfolio.

ARTICLE VI

CLOSING DATE

6.1 Closing Date. Closing of the transactions contemplated by this Agreement (“Closing”)
shall occur contemporaneously with, and is subject to, the Policy Transfer and Novation
Agreement Closing. The parties acknowledge that this Agreement is an Ancillary Agreement as
defined in the Policy Transfer and Novation Agreement, and that the provisions of Policy Transfer
and Novation Agreement Articles X (Conditions to Closing) and XI (Termination) are expressly
incorporated herein.

(a) Transactions and deliveries to be effected prior to Closing: The following actions
shall have been taken or the following deliveries shall have been made, as the case
may be, prior to the Closing:

(b) SRA shall cause SRM and Sedgwick to enter into the Administrative
Services Agreement;

(c) The Records shall have been delivered by Highlands to SRA. In this
connection, the parties recognize that some reinsurance records may affect
both SRA’s assumption and Highlands’ retained business. The parties will
work together to transfer physical or digital copies of records of this type to
SRA;

6.2 Transactions and deliveries effected at Closing: Upon the terms and subject to the Closing
Conditions, at the Closing the following actions shall have been taken or deliveries shall have been
made, as the case may be:

(a) The execution and delivery of the Policy Transfer and Novation Agreement
and the Ancillary Agreements as defined therein.
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(b) a certificate, dated as of the Closing Date, duly executed by the Special
Deputy Receiver on behalf of Highlands, certifying as to Highlands’
satisfaction of the conditions specified herein;

(c) a certificate, dated as of the Closing Date, duly executed by an authorized
officer of SRA certifying as to SRA's satisfaction of the conditions specified
herein;

(d) The parties shall enter into such other agreements, instruments and
documents necessary to effectuate the consummation of, or otherwise
implement, any transactions contemplated by this Agreement or the
Transaction; provided, however, that any such additional documents shall
be reasonably satisfactory to each of the parties.

6.3 Payment of Monetary Consideration. The Monetary Consideration shall be paid by
Highlands to SRA on the Closing Date.

ARTICLE VII

REPRESENTATIONS AND WARRANTIES OF SRA

SRA hereby represents and warrants to Highlands as of the date hereof and as of the
Closing Date, as follows:

7.1 Corporate Authorization; Governmental Approvals. SRA has all requisite corporate power
and authority to execute and deliver this Agreement, to perform its obligations hereunder and to
consummate the transactions contemplated hereby. The execution and delivery of this Agreement
by SRA, the performance of SRA’s obligations hereunder and the consummation of the
transactions contemplated hereby have been duly authorized by all requisite corporate action of
SRA. This Agreement has been duly executed and delivered by SRA. This Agreement constitutes
the legal, valid and binding obligation of SRA enforceable against SRA in accordance with its
terms, except as such enforceability may be limited by applicable bankruptcy, reorganization,
insolvency, fraudulent conveyance, moratorium, receivership or similar laws relating to or
affecting creditors’ rights generally and by general principles of equity (whether considered at law
or in equity).

The execution, delivery and performance of this Agreement by SRA, and the
consummation of the transactions contemplated hereby, require no action by or in respect of, or
filing with, any regulatory authority, other than (i) the consents, approvals, waivers, authorizations,
notices and filings set forth elsewhere herein, and (ii) any actions or filings under laws the absence
of which would not, individually or in the aggregate, reasonably be expected to be material to the
Assumed Reinsurance Portfolio taken as a whole or to materially adversely affect the ability of
any of the parties hereto to perform its obligations under this Agreement.

7.2 Non-Contravention. Assuming the consents, approvals, waivers, authorizations, notices
and filings set forth elsewhere herein are obtained or made, the execution and delivery of this
Agreement by SRA and the performance of its obligations hereunder do not (a) conflict with or
result in any violation or breach of any provision of any of its organizational documents, (b)
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conflict with or result in any violation or breach of any provision of any applicable law or (c)
require any consent of or other action by any person or entity under, constitute a default or an event
that, with or without notice or lapse of time or both, would constitute a default under, or cause or
permit termination, cancellation, acceleration or other change of any right or obligation or the loss
of any benefit under, any provision of a material contract or any material permit affecting the
applicable party hereto, except, in the case of clause (c), as would not, individually or in the
aggregate, reasonably be expected to be material to the Assumed Reinsurance Portfolio, taken as
a whole or to materially adversely affect the ability of the parties hereto to perform its obligations
under this Agreement.

7.3 Organization and Good Standing. SRA is duly incorporated or organized, validly existing
and in good standing under the laws of its jurisdiction of incorporation or domicile and has all
requisite corporate power and authority to carry on its business as now conducted. SRA is duly
qualified to do business as a foreign corporation and is in good standing (where such concept is
recognized) in all jurisdictions in which it is required to be so qualified or in good standing, except
where the failure to be so qualified or in good standing would not, individually or in the aggregate,
reasonably be expected to be material to the business, taken as a whole or to materially adversely
affect the ability of each party hereto to perform its obligations under this Agreement.

7.4 Compliance with Applicable Laws. SRA is in compliance with applicable laws with
respect to the its acquisition of the Assumed Reinsurance Portfolio and, to its knowledge, is not
under investigation with respect to any violation of any applicable laws with respect to the conduct
of the Assumed Reinsurance Portfolio (other than ordinary course notices involving claims for
benefits arising under the Assumed Reinsurance Portfolio), except, in each case, as would not,
individually or in the aggregate, reasonably be expected to be material to the Assumed Reinsurance
Portfolio, taken as a whole or to materially adversely affect its ability to perform its obligations
under this Agreement.

7.5 Permits. SRA has all permits affecting, or relating to, the operation of the Assumed
Reinsurance Portfolio, necessary for the operation and conduct of its respective business as of the
date hereof, and to own or use its assets and properties owned and used on the date hereof in each
of the jurisdictions in which such business is operated and conducted, except as would not,
individually or in the aggregate, reasonably be expected to be material to the Assumed Reinsurance
Portfolio, taken as a whole or to materially adversely affect its ability to perform its obligations
under this Agreement. Such permits are valid and in full force and effect, SRA is not in default
under the permits and none of the permits will be terminated as a result of the transactions
contemplated hereby, except, in each case, as would not, individually or in the aggregate,
reasonably be expected to be material to the Assumed Reinsurance Portfolio, taken as a whole or
to materially adversely affect its ability to perform its obligations under this Agreement.

7.6 Brokers and Finders. No broker or finder has acted directly or indirectly for SRA, nor has
SRA incurred any obligation to pay any brokerage or finder’s fee or other commission, in
connection with the transactions contemplated by this Agreement.

7.7 No Other Representations or Warranties. Notwithstanding anything contained in this
Agreement to the contrary, SRA (a) is making no representations or warranties whatsoever,
express or implied, beyond those expressly made by it in this Article, (b) SRA has not been induced
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by, or relied upon, any representations, warranties or statements (written or oral), whether express
or implied, made by any person, that are not expressly set forth in this Article, and (c) SRA makes
no representations or warranties with respect to, and nothing contained in this Agreement or in any
other agreement, document or instrument to be delivered in connection herewith or therewith is
intended or shall be construed to be a representation or warranty, express or implied, of any party
hereto, for any purposes of this Agreement or any other agreement, document or instrument to be
delivered in connection herewith or therewith, in respect of (i) the adequacy or sufficiency of
reserves or (ii) the effect of the adequacy or sufficiency of reserves on any line item, asset, Liability
or equity amount on any financial or other document.

ARTICLE VIII

REPRESENTATIONS AND WARRANTIES OF HIGHLANDS

8.1 Authority. Prime Tempus, Inc. was designated Special Deputy Receiver effective January
30, 2004 (the "Appointment Date") and such appointment remains in full force and effect. Subject
only to obtaining the approvals of the Receivership Court and the Texas Department of Insurance,
as well as any other required regulatory approvals, Highlands has the authority to enter into this
Agreement and all other documents contemplated herein to which it is or will be a party, to perform
the obligations of Highlands hereunder and thereunder, and to carry out the transactions
contemplated hereby and thereby.

8.2 Absence of Certain Changes and Events. On June 6, 2008 the Receivership Court entered
its Order Approving Second Amended Plan of Rehabilitation. Highlands continues to operate
pursuant to that Second Amended Plan of Rehabilitation.

8.3 Litigation; Orders. To the best of Special Deputy Receiver’s actual knowledge, Highlands
continues to process and adjust workers’ compensation claims in the method set forth in the Second
Amended Plan of Rehabilitation, Section 4.4(B), page 28, Section 6.4, page 34, and Section 6.8,
page 36. No order has issued from the Receivership Court to terminate or revoke the Second
Amended Plan of Rehabilitation

8.4 Insurance Business. To the best of the Special Deputy Receiver’s actual knowledge: (i)
Highlands ceased issuing new policies in December 2001; (ii) Highlands received approval to non-
renew policies such that all policies were non-renewed by the date of receivership; and (iii) all of
the agreements comprising the Inuring Reinsurance have been terminated on a run-off basis.

8.5 Brokers and Finders. No broker or finder has acted directly or indirectly for Highlands,
nor has Highlands incurred any obligation to pay any brokerage or finder’s fee or other
commission, in connection with the transactions contemplated by this Agreement.

8.6 No Representation or Warranties Concerning Accuracy or Completeness of Records.
Highlands has made reasonable best efforts to make available to SRA true and correct copies of
(i) all of the policy forms, riders, endorsements and solicitation materials pertaining to the
Assumed Reinsurance Portfolio that Highlands has located, (ii) each other document provided to
any policyholder, and all reinsurance agreements with amendments and endorsement relating to
the Assumed Reinsurance Portfolio that Highlands has located that would give rise to an insurance
obligation. The parties recognize that the Special Deputy Receiver deals with imperfect records of
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a company in receivership. Highlands makes no warranty or representation that the books, records,
and other documents of Transferor which may be transferred to SRA shall be either accurate or
complete.

8.7 No Other Representations or Warranties. Notwithstanding anything contained in this
Agreement to the contrary, Highlands (a) is making no representations or warranties whatsoever,
express or implied, beyond those expressly made by it in this Article, (b) Highlands has not been
induced by, or relied upon, any representations, warranties or statements (written or oral), whether
express or implied, made by any person, that are not expressly set forth in this Article, and (c)
Highlands makes no representations or warranties with respect to, and nothing contained in this
Agreement or in any other agreement, document or instrument to be delivered in connection
herewith or therewith is intended or shall be construed to be a representation or warranty, express
or implied, of any party hereto, for any purposes of this Agreement or any other agreement,
document or instrument to be delivered in connection herewith or therewith, in respect of (i) the
adequacy or sufficiency of reserves or (ii) the effect of the adequacy or sufficiency of reserves on
any line item, asset, liability or equity amount on any financial or other document. In particular,
SRA waives the right to rely on any representation by Highlands regarding case reserves, IBNR,
ultimate claims liability, collectability of reinsurance, and the potential outcome of workers’
compensation claims litigation or proceedings. The parties recognize that the Special Deputy
Receiver did not create the records, underwrite the policies, or maintain those records during the
era prior to the receivership of Highlands. SRA assumes the Assumed Reinsurance Portfolio AS
IS, with no representation or warranty from Highlands other than those limited representations set
forth in this Agreement.

ARTICLE IX

DEFENSE OBLIGATION

9.1 Defense by SRA. SRA agrees to defend Highlands, the Receiver and the Special Deputy
Receiver (and their respective directors, officers, employees, successors, agents and permitted
assigns) from and against all losses, liability, damages, costs or expenses (including without
limitation reasonable attorneys’ fees, expenses, costs of suit and any penalties assessed against
Highlands), arising under or related to the Assumed Reinsurance Portfolio assumed by SRA with
respect to claims arising after the Closing Date, including but not limited to claims which arise out
of any alleged and/or established negligent, dishonest, malicious, fraudulent or criminal acts by
SRA, its employees or agents with respect to the Assumed Reinsurance Portfolio. SRA shall be
responsible for any damages, penalties, or claims assessed against Highlands as a result of SRA’s
handling of claims after the Closing Date.

9.2 Defense Claim Notice. As soon as is reasonably practicable following receipt by
Highlands of notice of any demand, claim or circumstances which, with the lapse of time, would
give rise to a claim or the commencement (or threatened commencement) of any action,
proceeding or investigation (an "Asserted Liability") that may result in a defense obligation on the
part of SRA under the terms of this Article IX, Highlands shall give notice thereof (the "Claims
Notice") to SRA. The Claims Notice shall describe the Asserted Liability in reasonable detail and
shall indicate the amount (estimated, if necessary) of the Asserted Liability that has been or may
be suffered by Highlands. SRA shall defend, at its own expense and by its own counsel, any such
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Asserted Liability; provided, however, that SRA may not pay, compromise or settle any Asserted
Liability without the consent of Highlands unless such compromise or settlement requires no more
than a monetary payment for which Highlands is fully indemnified or involves other matters not
binding upon Highlands. In connection with every Asserted Liability it settles or pays, SRA agrees
to obtain a full and final release of Highlands, the Receiver and the Special Deputy Receiver (and
their respective directors, officers, employees, successors, agents and permitted assigns).

ARTICLE X

CONSTRUCTION AND ENFORCEMENT

10.1 Limitation of Damages. SRA MAY NOT RECOVER ANY SPECIAL,
CONSEQUENTIAL, OR EXEMPLARY DAMAGES FOR BREACH OF THIS AGREEMENT
OR FOR ANY CAUSE OF ACTION ARISING FROM OR RELATED TO THIS AGREEMENT.
SRA WAIVES ANY CLAIMS AND RELEASES THE RECEIVER, THE SPECIAL DEPUTY
RECEIVER, THE COMMISSIONER OF INSURANCE OF THE STATE OF TEXAS, THE
STATE OF TEXAS, THEIR AGENTS, EMPLOYEES, ATTORNEYS, FROM ANY CLAIM
THAT THEY HAVE MADE ANY AGREEMENT, WARRANTY, REPRESENTATION, OR
MATERIAL OMISSION RELATED TO THIS AGREEMENT. NOTHING IN THIS CLAUSE
SHALL LIMIT ANY PARTY’S RIGHT TO SEEK ACTUAL, DIRECT DAMAGE REMEDIES
AGAINST THE HIGHLANDS RECEIVERSHIP ESTATE, AS PROVIDED PURSUANT TO
CHAPTER 443 OF THE TEXAS INSURANCE CODE.

10.2 WAIVER OF JURY TRIAL. EACH PARTY ACKNOWLEDGES AND AGREES THAT
ANY CONTROVERSY THAT MAY BE BASED UPON, ARISE OUT OF OR RELATE TO
THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES
AND, THEREFORE, EACH SUCH PARTY HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY
JURY FOR ANY DISPUTE BASED UPON, ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR THE BREACH, TERMINATION OR VALIDITY THEREOF OR ANY
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY CERTIFIES
AND ACKNOWLEDGES THAT (A) NEITHER THE OTHER PARTY NOR ITS
REPRESENTATIVES, AGENTS OR ATTORNEYS HAVE REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS OF THIS SECTION. ANY PARTY MAY
FILE AN ORIGINAL COUNTERPART OR A COPY OF THIS AGREEMENT WITH ANY
COURT AS WRITTEN EVIDENCE OF THE CONSENT OF THE PARTIES TO THE WAIVER
OF THEIR RIGHT TO TRIAL BY JURY.

10.3 Exclusive Jurisdiction. Each of the parties hereby irrevocably and unconditionally (i)
submits, for itself and its property, to the exclusive jurisdiction and venue of the Receivership
Court in any action arising out of or relating to this Agreement, including the negotiation,
execution or performance of this Agreement and agrees that all claims in respect of any such action
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shall be heard and determined in the Receivership Court, (ii) waives, to the fullest extent it may
legally and effectively do so, any objection which it may now or hereafter have to the laying of
venue of any action arising out of or relating to this Agreement or the negotiation, execution or
performance of this Agreement in the Receivership Court, including any objection based on its
place of incorporation or domicile, (iii) waives, to the fullest extent permitted by Law, the defense
of an inconvenient forum to the maintenance of such action in any such court and (iv) agrees that
a final judgment in any such action shall be conclusive and may be enforced in other jurisdictions
by suit on the judgment or in any other manner provided by law. Each of the parties consents and
agrees that service of process, summons, notice or document for any action permitted hereunder
may be delivered by registered mail addressed to it at the applicable address set forth in the Notices
section or in any other manner permitted by applicable law. The parties further submit to the
jurisdiction of the Receivership Court, sitting without a jury, to resolve any issues as to the
interpretation, construction and enforceability of this Agreement.

ARTICLE XI

MISCELLANEOUS PROVISIONS

11.1 Notices. All notices and other communications under this Agreement shall be in writing
and shall be deemed given (a) when delivered personally by hand, (b) when sent by facsimile or
email or (c) one (1) Business Day following the day sent by an internationally recognized overnight
courier (with written confirmation of receipt), in each case, at the following addresses, facsimile
numbers and email addresses (or to such other address, facsimile number or email address as a
party may have specified by notice given to the other party pursuant to this provision):

to SRA:

Swiss Reinsurance America Corporation
One Kansas City Place
1200 Main Street
Kansas City, MO 64105
Email: Eric_Edman@swissre.com
Phone: 1-816-702-3313
Attention: Eric Edman

Copy to:

Janet Fountain
Swiss Re Management (US) Corporation
1301 Avenue of the Americas
New York, NY 10019
Email: Janet_Fountain@swissre.com
Phone: (212) 317-5615
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Burnie Burner
Mitchell, Williams, Selig, Gates & Woodyard, P.L.L.C.
500 West 5th Street, Suite 1150
Austin, Texas 78701
Email: bburner@mwlaw.com
Phone: (512) 480-5100

to Highlands:

Prime Tempus, Inc., Special Deputy Receiver
27310 Ranch Road 12
Dripping Springs, Texas 78620
Email: cakoenig@primetempus.com
Phone: (512) 894-3705
Attention: Craig A. Koenig, President

Copy to:

Robert H. Nunnally, Jr.
Wisener, Nunnally, Roth & Higgins, LLP
245 Cedar Sage, Suite 240
Garland, Texas 75040
Phone: (972) 530-2200
Email: robert@wnrlaw.com

11.2 Entire Agreement. This Agreement (including the Exhibits, Annexes and Schedules
hereto) and any other documents delivered pursuant hereto or thereto constitute the entire
agreement among the parties and their respective Affiliates with respect to the subject matter
hereof and supersede all prior negotiations, discussions, writings, agreements and understandings,
oral and written, between the parties with respect to the subject matter hereof and thereof.

11.3 Waivers and Amendment. Any provision of this Agreement may be amended, modified
or waived if, and only if, such amendment, modification or waiver is in writing and signed, in the
case of an amendment, by the parties, or in the case of a waiver, by the party against whom the
waiver is to be effective. No failure or delay by any party in exercising any right, power or
privilege hereunder shall operate as a waiver thereof nor shall any single or partial exercise thereof
preclude any other or further exercise thereof or the exercise of any other right, power or privilege.

11.4 Successors and Assigns. Neither this Agreement nor any of the rights, interests or
obligations under it may be directly or indirectly assigned, delegated, sublicensed or transferred
by any of the parties, in whole or in part, to any other person (including any bankruptcy trustee)
by operation of law or otherwise, whether voluntarily or involuntarily, without the prior written
consent of the other parties, and any attempted or purported assignment in violation of this section
will be null and void. Subject to the preceding sentence, this Agreement will be binding upon,
inure to the benefit of and be enforceable by the parties and their respective successors, legal
representatives and permitted assigns.
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11.5 No Third Party Beneficiaries. Nothing expressed or implied in this Agreement is intended
to confer any rights, benefits, remedies, obligations or liabilities upon any person other than the
parties and their respective heirs, executors, administrators, successors, legal representatives and
permitted assigns.

11.6 Governing Law. This Agreement and all claims or causes of action (whether in contract,
tort or otherwise) that may be based upon, arise out of or relate to this Agreement or the
negotiation, execution or performance of this Agreement (including any claim or cause of action
based upon, arising out of or related to any representation or warranty made in or in connection
with this Agreement) shall be governed by and construed in accordance with the Laws of the State
of Texas without respect to its applicable principles of conflicts of laws that might require the
application of the laws of another jurisdiction.

11.7 Ancillary Agreements. The parties acknowledge that Actions arising under this Agreement
and Actions arising under the Ancillary Agreements may overlap and contain common issues of
fact or law. The parties agree that in the event any Action under any Ancillary Agreement is brought
in a court permitted or required by the terms of such Ancillary Agreement, the parties submit to the
jurisdiction of such court in connection with any related Action under this Agreement in connection
with such dispute, so long as such court has subject matter jurisdiction over such Action.

11.8 Multiple Counterparts. This Agreement may be executed in multiple counterparts, each of
which shall be deemed an original for all purposes, and all of which together shall constitute one
and the same instrument.

11.9 Severability. The provisions of this Agreement shall be deemed severable, and the
invalidity or unenforceability of any provision shall not affect the validity or enforceability of the
other provisions hereof. If any provision of this Agreement, or the application thereof to any Person
or any circumstance, is found by a court or other Regulatory Authority of competent jurisdiction to
be invalid or unenforceable, the remainder of this Agreement and the application of such provision
to other persons or circumstances shall not be affected by such invalidity or unenforceability, nor
shall such invalidity or unenforceability affect the validity or enforceability of such provision, or
the application thereof, in any other jurisdiction. If any provision of this Agreement is so broad as
to be unenforceable, such provision shall be interpreted to be only so broad as would be enforceable.
The parties agree to attempt in good faith to reform such void or unenforceable provision to the
extent necessary to render such provision enforceable and to carry out its original intent.

11.10 Specific Performance. The parties agree that irreparable damage would occur and that the
parties would not have any adequate remedy at law in the event that any provision of this Agreement
were not performed in accordance with its specific terms or were otherwise breached and that
money damages or other legal remedies would not be an adequate remedy for any such failure to
perform or breach. It is accordingly agreed that, without posting bond or other undertaking, the
parties shall be entitled to injunctive or other equitable relief to prevent breaches of this Agreement
and to enforce specifically the terms and provisions of this Agreement in any court of competent
jurisdiction, this being in addition to any other remedy to which they are entitled at law or in equity.
In the event that any such action is brought in equity to enforce the provisions of this Agreement,
no party will allege, and each party hereby waives the defense or counterclaim, that there is an
adequate remedy at law. The parties further agree that (a) by seeking any remedy provided for in
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this section, a party shall not in any respect waive its right to seek any other form of relief that may
be available to such party under this Agreement, and (b) nothing contained in this section shall
require any party to institute any action for (or limit such party’s right to institute any action for)
specific performance under this section before exercising any other right under this Agreement.

11.11 Incontestability. In consideration of the covenants and agreements contained herein, each
party hereby agrees that this Agreement, and each and every provision hereof, is and shall be
enforceable by and between them according to its terms, and each party hereby agrees that it shall
not contest in any respect the validity or enforceability hereof.

11.12 Headings. The headings of this Agreement are solely for the convenience of reference and
shall not affect its interpretation.

11.13 Construction. Each Party acknowledges that it has consulted with legal counsel of its own
choice regarding this Agreement. The Parties further acknowledge that they have, through their
respective counsel, participated in the preparation of this Agreement, have carefully read this
Agreement, and understand its terms. For purposes of interpreting the terms of this Agreement, no
provision shall be construed against any of the Parties as the principal draftsman thereof.

11.14 No Waiver. The failure or delay by any Party in exercising any right, power or privilege
shall not operate as or be construed as a waiver thereof. Any exercise of a right, power or privilege
shall not be considered to preclude any other or further exercise thereof.

11.15 Liability of Special Deputy Receiver. The Special Deputy Receiver is a Party to this
Agreement only in his representative capacity as Special Deputy Receiver, and not individually,
and the Parties hereto agree and acknowledge that the Special Deputy Receiver executing this
Agreement shall not have any personal liability for any matter or obligations hereunder, and further
acknowledge and agree that the Commissioner of Insurance and the State of Texas are not parties
to this Agreement and shall have no liability with respect thereto.

11.16 Costs. Each Party agrees that it will be responsible for paying its own costs and expenses
incurred in connection with the matters settled under this Agreement, including, without limitation,
attorneys’ fees and expenses and costs of court.

11.17 Additional Actions. All Parties agree to cooperate fully and execute any and all
supplementary documents as may be reasonably necessary and to take all additional actions that
may be reasonably necessary or appropriate to give full force and effect to the basic terms and intent
of this Agreement.
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LOSS PORTFOLIO TRANSFER AGREEMENT

This Loss Portfolio Transfer Agreement (“Agreement”) dated as of July 27, 2020, is made
by and between Statesman Insurance Company (“Statesman”), a wholly owned subsidiary of
Highlands Insurance Company, in Receivership (“Highlands”) and Swiss Reinsurance America
Corporation (“SRA”).

RECITALS

WHEREAS, Highlands is a property and casualty insurance company domiciled in the
State of Texas, which was placed into permanent receivership on November 6, 2003, by order of
the court in the case styled State of Texas v. Highlands Insurance Company, Cause No. D-1-GV-
03-004537, in the 53rd Judicial District Court of Travis County, Texas (the “District Court”); and

WHEREAS, Statesman is a property and casualty insurance company domiciled in the
State of Texas, is not currently in receivership, and is a wholly owned affiliate of Highlands; and

WHEREAS, effective January 1, 1994, Statesman entered into a reinsurance agreement
with Northwest National Casualty Company (“NNCC”) whereby: (i) NNCC reinsured 100% of
Statesman’s liability under all policies issued by Statesman on or after July 1, 1985 and all policies
in force as of January 1, 1994; and (ii) NNCC was authorized to collect all premiums and to adjust
and pay all losses under polices previously or thereafter issued by Statesman; and

WHEREAS, in 2002, NNCC redomesticated to Texas and in 2003 was merged into
Highlands; and

WHEREAS, since the merger of NNCC into Highlands, Highlands has collected all
premiums and adjusted and paid all losses under polices previously or thereafter issued by
Statesman; and

WHEREAS, simultaneously herewith Highlands and Westport have entered into a Policy
Transfer and Novation Agreement, subject to approval by the District Court, pursuant to which
Highlands has transferred and novated to Westport, and Westport has thereby assumed, all of
Highlands’ direct policy obligations under workers compensation policies issued directly by
Highlands or by companies previously merged into Highlands; and

WHEREAS, the parties additionally contemplate that simultaneously with entry into the
Agreement, Westport will enter into a quota share reinsurance arrangement with Swiss
Reinsurance America Corporation ("SRA") as reinsurer, reinsuring one hundred percent (100%)
of the obligations and liabilities assumed by Westport pursuant to the Policy Transfer and Novation
Agreement (the "SRA Reinsurance Agreement") to be effective as of the Closing; and

WHEREAS, simultaneously herewith Highlands and SRA have entered into a
Retrocession Agreement, subject to approval by the District Court, pursuant to which Highlands
has retroceded to SRA all of Highlands’ assumed reinsurance obligations relating to workers
compensation policies which were 100% reinsured by Highlands, other than policies issued by
Statesman; and
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WHEREAS, the parties additionally contemplate that in connection with its entry into this
Agreement, SRA will cause Sedgwick Claims Management Services, Inc. ("Sedgwick") to be
retained to provide claims handling and other administrative services associated with the
Statesman Portfolio under the direction of Swiss Re Management (US) Corporation ("SRM")
pursuant to an administrative services agreement to be entered into between Sedgwick and SRM
(the "Administrative Services Agreement"), to be effective as of the Closing and subject to the
migration of certain data pursuant to this Agreement; and

WHEREAS, Statesman now seeks to transfer its workers’ compensation business to SRA,
which agrees in this Agreement to assume that business on a loss portfolio transfer basis;

NOW, THEREFORE, in consideration of the mutual promises exchanged, the Parties
hereto agree as follows:

ARTICLE I

DEFINITIONS

For purposes of this Agreement, the following terms shall have the definitions set forth
below (all such meanings to be equally applicable in the singular and plural forms).

1.1 The term “Agreement” means this Loss Portfolio Transfer Agreement.

1.2 “Highlands” means Highlands Insurance Company, in Receivership, and insurance
companies previously merged into Highlands (including, but not limited to Northwestern National
Casualty Company, NN Insurance Company, Highlands Underwriters Insurance Company,
Highlands P&C Insurance Company, Highlands Lloyds Insurance Co., Highlands Casualty
Company and Aberdeen Insurance Company). For the avoidance of doubt, in no case shall
Highlands include Statesman Insurance Company.

1.3 “Inuring Reinsurance” means all rights, offsets and recoveries under reinsurance
agreements between Highlands and third-party reinsurers relating to the Statesman Portfolio.

1.4 “Inception Date” means 12:01 am Central Time on January 1, 2020, or such other date set
forth in the Court’s order approving the related transactions to which this Agreement is a defined
Ancillary Agreement.

1.5 “District Court” means the 53rd Judicial District Court of Travis County, Texas.

1.6 “Records” means all Statesman Portfolio contract and claim files (for greater certainty,
including reinsurance files, underwriting files, and payment records in such policy claim files)
relating to the Statesman Portfolio, whether in hard copy or electronic format.

1.7 “Reinsured Policies” means the underlying workers compensation insurance policies
issued by Statesman.
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1.8 “Statesman Portfolio” means all current, incurred but not reported and future workers
compensation claims arising under workers compensation policies written by Statesman Insurance
Company.

1.9 SRA means Swiss Reinsurance America Corporation.

1.10 Westport means Westport Insurance Corporation.

ARTICLE II

BUSINESS COVERED

2.1 Assumption of Loss Portfolio Liabilities.

(a) Statesman hereby transfers to SRA the following as of the Inception Date:
(i) all of Statesman’s liabilities for all workers’ compensation and
employers’ liability losses related to Statesman Portfolio; and (ii) all rights
that Statesman may have now or in the future to fully adjust, manage, and
administer the claims under the Reinsured Policies under applicable Texas
law, including the right to pursue subrogation recovery.

(b) Excluded Liabilities. SRA does not and will not assume, pay or be
responsible for the following: (i) any liability to pay losses or loss expenses
relating to any extra-contractual obligations, including claims–handling and
bad faith claim actions, that are pending or that might arise against the
Statesman Portfolio related to matters that occurred before the Inception
Date; (ii) any risk, liability or obligation of Statesman, or any officer,
director or agent of Statesman, or any risk, liability or obligation in any way
attributable to any aspect of the business of Statesman, except as specified
in this Agreement; and (iii) any fines, penalties or other compliance
liabilities assessed by any governmental entity, including any judicial
ruling, in connection with the Statesman Portfolio related to matters that
occurred before the Inception Date.

(c) The parties recognize that Highlands is a reinsurer of Statesman under one
or more agreements. SRA agrees that no reinsurance previously assumed
by Highlands from Statesman shall inure to or otherwise benefit SRA and
that none of the rights or benefits under such reinsurance is being transferred
or assigned to SRA; SRA shall have no rights of payment or offset arising
from any claims against Highlands that Statesman may possess. The parties
intend for SRA's obligations hereunder to be determined without reference
to any putative reinsurance of Statesman by Highlands.

2.2 Condition. If Statesman’s liability under any of the Reinsured Policies is changed because
of changes made on or after the Inception Date in the terms and conditions of the Reinsured
Policies (including but not limited to any contract riders or endorsements thereto) that are required
due to changes in Applicable Law, SRA will share in the change to the full extent of its assumption
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hereunder.

2.3 Territory. The territorial limits of this Agreement shall be identical with those of the
Reinsured Policies.

2.4 Ceded Reinsurance. Subsequent to the Inception Date, Statesman will not enter into any
reinsurance arrangements or amend any existing reinsurance agreements with respect to the
Reinsured Policies without the prior written consent of SRA, in its sole discretion.

2.5 Defenses, Setoffs, Claims. SRA accepts and assumes the Statesman Portfolio subject to
and preserving any and all defenses, setoffs and counterclaims to which Statesman would be
entitled. It is understood and agreed by the parties hereto that no such defenses, setoffs or
counterclaims are waived by the execution of this Agreement or the consummation of the
transactions contemplated hereby and that SRA shall be fully subrogated to all such defenses,
setoffs and counterclaims. SRA assumes only the obligations of Statesman in the Statesman
Portfolio and current claims and shall not assume, and shall not be liable for, any extracontractual
damage, unfair practice or other claims that arise due to Statesman’s conduct, acts or omissions
committed prior to the Closing Date.

2.6 Inuring Reinsurance. Subject to the limitations set out in this Agreement, Statesman
assigns and transfers to SRA all Inuring Reinsurance Agreements, and all rights and obligations
under such agreements, to the extent such reinsurance inures to the benefit of the Statesman
Portfolio, including any right to offset as described herein. For the avoidance of doubt, any
contract of reinsurance pursuant to which Highlands reinsures Statesman shall not be considered
“Inuring Reinsurance.”

ARTICLE III

SETOFFS

3.1 Setoffs by reinsurers under Inuring Reinsurance Agreements. If any reinsurer of an Inuring
Reinsurance Agreement exercises a setoff of its obligations under the agreement against
obligations Statesman owes to the offsetting reinsurer under any contracts that are not part of the
Statesman Portfolio and therefore remain the responsibility of Statesman, Statesman agrees to
credit SRA for the losses so offset.

ARTICLE IV

ASSIGNMENT OF RIGHTS AGAINST THIRD PARTIES

4.1 Assignment. The parties acknowledge and agree that, as of the Inception Date, Statesman
hereby transfers and assigns to SRA all rights of subrogation, salvage or other claims against third
parties of any kind arising under the Statesman Portfolio, subject to the terms and conditions of
this Agreement.

Regardless of whether reinsurance novation agreements are entered into between
Statesman, SRA and any reinsurer under an Inuring Reinsurance Agreement, SRA is hereby
substituted for and succeeds to all of the rights and liabilities of Statesman relating to the Statesman
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Portfolio, and is hereby recognized for all purposes as the "Reinsured" in substitution for
Statesman under any inuring reinsurance agreements relating to the Statesman Portfolio. SRA
shall also be entitled to collect amounts held by or which may become due from reinsurers under
the Inuring Reinsurance for losses or loss adjustment expenses with respect to the Statesman
Portfolio paid by SRA.

Statesman shall request that an endorsement be made to each Inuring Reinsurance
Agreement to substitute SRA for Statesman or to add SRA as a named insured to the contract
where the reinsurance contract covers both the Statesman Portfolio and non-transferring policies
and SRA agrees to enter into such endorsements and to provide reasonable assistance to Statesman,
at Statesman’s expense, in obtaining any such endorsement. Statesman shall, if requested by SRA,
provide reasonable assistance to SRA, at SRA's expense, in collection of all amounts due in respect
of the Statesman Portfolio from Reinsurers under Inuring Reinsurance Agreements which do not
have or agree to an endorsement and shall forward any funds collected to SRA. The collectability
of such reinsurance shall be at the risk and for the account of SRA.

SRA is also substituted for Statesman and has all the rights and liabilities of Statesman
under any loss indemnification agreement, and any Retrospective Premium or Deductible
accounts, with respect to the Statesman Portfolio for all losses paid by SRA.

ARTICLE V

CLAIMS ADMINISTRATION

5.1 Claims Administration. Statesman grants to SRA authority in all matters relating to the
administration of claims under the Statesman Portfolio as administered by Highlands and to the
extent such authority may be granted pursuant to applicable law, and agrees to cooperate fully with
SRA in the transfer of such administration. SRA agrees, at its expense, to be responsible for such
administration. Statesman hereby nominates, constitutes and appoints SRA as its attorney-in-fact
with respect to the rights, duties, privileges and obligations of Statesman in and to the Statesman
Portfolio, with full power and authority to act in the name, place and stead of Statesman with
respect to the Statesman Portfolio including, without limitation, the power, without reservation, to
service all such Reinsured Policies, to adjust, to defend, to settle and to pay all claims, to recover
salvage and subrogation for any losses incurred and to take such other and further actions as may
be necessary or desirable to effect the transactions contemplated by this Agreement. On and after
the Inception Date, SRA will assume responsibility for the administration of all aspects of the
claims, including, but not limited to, the defense, adjustment, settlement, processing and payment
of claims, benefits and obligations arising under the Statesman Portfolio, and (ii) the administration
of all other aspects of the Loss Portfolio Liabilities.

5.2 Notice of Actions Received by Statesman. On and after the Inception Date, Statesman
shall promptly provide SRA with notice of any demand letters, summonses, complaints, petitions
or notices of litigation received by Statesman with respect to any of the Reinsured Policies or the
Statesman Portfolio.
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ARTICLE VI
CLOSING DATE

6.1 Closing Date. Closing of the transactions contemplated by this Agreement (“Closing”)
shall occur contemporaneously with the Policy Transfer and Novation Agreement Closing. The
parties acknowledge that this Agreement is an Ancillary Agreement as defined in the Policy
Transfer and Novation Agreement, and that the provisions of Policy Transfer and Novation
Agreement Articles X (Conditions to Closing) and XI (Termination) are expressly incorporated
herein.

(a) Transactions and deliveries to be effected prior to Closing: The following actions
shall have been taken or the following deliveries shall have been made, as the case
may be, prior to the Closing:

(b) The Records shall have been delivered by Statesman to SRA. In this
connection, the parties recognize that some reinsurance records may affect
both SRA’s assumption and Statesman’s retained business. The parties will
work together to transfer physical or digital copies of records of this type to
SRA;

6.2 Transactions and deliveries effected at Closing: Upon the terms and subject to the Closing
Conditions, at the Closing the following actions shall have been taken or deliveries shall have been
made, as the case may be:

(a) The execution and delivery of the Policy Transfer and Novation Agreement
and the Ancillary Agreements as defined therein.

(b) A certificate, dated as of the Closing Date, duly executed by Statesman,
certifying as to Statesman’s satisfaction of the conditions specified herein;

(c) A certificate, dated as of the Closing Date, duly executed by an authorized
officer of SRA certifying as to SRA's satisfaction of the conditions specified
herein;

(d) The parties shall enter into such other agreements, instruments and
documents necessary to effectuate the consummation of, or otherwise
implement, any transactions contemplated by this Agreement or the
Transaction; provided, however, that any such additional documents shall
be reasonably satisfactory to each of the parties.

6.3 Payment of Monetary Consideration. The Monetary Consideration payable by Statesman
to SRA of $4,500,000 shall be paid on the Closing Date.
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ARTICLE VII

REPRESENTATIONS AND WARRANTIES OF SRA

SRA hereby represents and warrants to Statesman as of the date hereof and as of the
Closing Date, as follows:

7.1 Corporate Authorization; Governmental Approvals. SRA has all requisite corporate power
and authority to execute and deliver this Agreement, to perform its obligations hereunder and to
consummate the transactions contemplated hereby. The execution and delivery of this Agreement
by SRA, the performance of SRA’s obligations hereunder and the consummation of the
transactions contemplated hereby have been duly authorized by all requisite corporate action of
SRA. This Agreement has been duly executed and delivered by SRA. This Agreement constitutes
the legal, valid and binding obligation of SRA enforceable against SRA in accordance with its
terms, except as such enforceability may be limited by applicable bankruptcy, reorganization,
insolvency, fraudulent conveyance, moratorium, receivership or similar laws relating to or
affecting creditors’ rights generally and by general principles of equity (whether considered at law
or in equity).

The execution, delivery and performance of this Agreement by SRA, and the
consummation of the transactions contemplated hereby, require no action by or in respect of, or
filing with, any regulatory authority, other than (i) the consents, approvals, waivers, authorizations,
notices and filings set forth elsewhere herein, and (ii) any actions or filings under laws the absence
of which would not, individually or in the aggregate, reasonably be expected to be material to the
Statesman Portfolio taken as a whole or to materially adversely affect the ability of any of the
parties hereto to perform its obligations under this Agreement.

7.2 Non-Contravention. Assuming the consents, approvals, waivers, authorizations, notices
and filings set forth elsewhere herein are obtained or made, the execution and delivery of this
Agreement by SRA and the performance of its obligations hereunder do not (a) conflict with or
result in any violation or breach of any provision of any of its organizational documents, (b)
conflict with or result in any violation or breach of any provision of any applicable law or (c)
require any consent of or other action by any person or entity under, constitute a default or an event
that, with or without notice or lapse of time or both, would constitute a default under, or cause or
permit termination, cancellation, acceleration or other change of any right or obligation or the loss
of any benefit under, any provision of a material contract or any material permit affecting the
applicable party hereto, except, in the case of clause (c), as would not, individually or in the
aggregate, reasonably be expected to be material to the Statesman Portfolio, taken as a whole or
to materially adversely affect the ability of the parties hereto to perform its obligations under this
Agreement.

7.3 Organization and Good Standing. SRA is duly incorporated or organized, validly existing
and in good standing under the laws of its jurisdiction of incorporation or domicile and has all
requisite corporate power and authority to carry on its business as now conducted. SRA is duly
qualified to do business as a foreign corporation and is in good standing (where such concept is
recognized) in all jurisdictions in which it is required to be so qualified or in good standing, except
where the failure to be so qualified or in good standing would not, individually or in the aggregate,
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reasonably be expected to be material to the business, taken as a whole or to materially adversely
affect the ability of each party hereto to perform its obligations under this Agreement.

7.4 Compliance with Applicable Laws. SRA is in compliance with applicable laws with
respect to the its acquisition of the Statesman Portfolio and, to its knowledge, is not under
investigation with respect to any violation of any applicable laws with respect to the conduct of
the Statesman Portfolio (other than ordinary course notices involving claims for benefits arising
under the Statesman Portfolio), except, in each case, as would not, individually or in the aggregate,
reasonably be expected to be material to the Statesman Portfolio, taken as a whole or to materially
adversely affect its ability to perform its obligations under this Agreement.

7.5 Permits. SRA has all permits affecting, or relating to, the operation of the Statesman
Portfolio, necessary for the operation and conduct of its respective business as of the date hereof,
and to own or use its assets and properties owned and used on the date hereof in each of the
jurisdictions in which such business is operated and conducted, except as would not, individually
or in the aggregate, reasonably be expected to be material to the Statesman Portfolio, taken as a
whole or to materially adversely affect its ability to perform its obligations under this Agreement.
Such permits are valid and in full force and effect, SRA is not in default under the permits and
none of the permits will be terminated as a result of the transactions contemplated hereby, except,
in each case, as would not, individually or in the aggregate, reasonably be expected to be material
to the Statesman Portfolio, taken as a whole or to materially adversely affect its ability to perform
its obligations under this Agreement.

7.6 Brokers and Finders. No broker or finder has acted directly or indirectly for SRA, nor has
SRA incurred any obligation to pay any brokerage or finder’s fee or other commission, in
connection with the transactions contemplated by this Agreement.

7.7 No Other Representations or Warranties. Notwithstanding anything contained in this
Agreement to the contrary, SRA (a) is making no representations or warranties whatsoever,
express or implied, beyond those expressly made by it in this Article, (b) SRA has not been induced
by, or relied upon, any representations, warranties or statements (written or oral), whether express
or implied, made by any person, that are not expressly set forth in this Article, and (c) SRA makes
no representations or warranties with respect to, and nothing contained in this Agreement or in any
other agreement, document or instrument to be delivered in connection herewith or therewith is
intended or shall be construed to be a representation or warranty, express or implied, of any party
hereto, for any purposes of this Agreement or any other agreement, document or instrument to be
delivered in connection herewith or therewith, in respect of (i) the adequacy or sufficiency of
reserves or (ii) the effect of the adequacy or sufficiency of reserves on any line item, asset, Liability
or equity amount on any financial or other document.
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ARTICLE VIII

REPRESENTATIONS AND WARRANTIES OF STATESMAN

8.1 Authority. Statesman has the authority to enter into this Agreement and all other
documents contemplated herein to which it is or will be a party, to perform the obligations of
Statesman hereunder and thereunder, and to carry out the transactions contemplated hereby and
thereby.

8.2 Litigation; Orders. To the best of Statesman’s actual knowledge, Statesman, acting through
Highlands, continues to process and adjust workers’ compensation claims.

8.3 Insurance Business. To the best of Statesman’s knowledge, Statesman ceased issuing new
policies in December 2001 and Statesman received approval to non-renew policies such that all
policies were non-renewed by no later than November 6, 2003.

Statesman has made reasonable best efforts to make available to SRA true and correct copies of
(i) all of the policy forms, riders, endorsements and solicitation materials pertaining to the
Statesman Portfolio that Statesman has located, (ii) each other document provided to any
policyholder, and all reinsurance agreements with amendments and endorsement relating to the
Statesman Portfolio that Statesman has located that would give rise to an insurance obligation. No
warranty is made that all forms, riders, endorsements, solicitation materials, and other documents
provided to any policyholder were provided to SRA.

8.4 Brokers and Finders. No broker or finder has acted directly or indirectly for Statesman,
nor has Statesman incurred any obligation to pay any brokerage or finder’s fee or other
commission, in connection with the transactions contemplated by this Agreement.

8.5 No Representation or Warranties Concerning Accuracy or Completeness of Records.
Statesman, Highlands, Highlands’ Receiver and Special Deputy Receiver make no representation
or warranty that the books, records, and other documents of Statesman which may be transferred
to SRA shall be either accurate or complete.

8.6 No Other Representations or Warranties. Notwithstanding anything contained in this
Agreement to the contrary, Statesman (a) is making no representations or warranties whatsoever,
express or implied, beyond those expressly made by it in this Article, (b) Statesman and SRA have
not been induced by, or relied upon, any representations, warranties or statements (written or oral),
whether express or implied, made by any person, that are not expressly set forth in this Article,
and (c) Statesman makes no representations or warranties with respect to, and nothing contained
in this Agreement or in any other agreement, document or instrument to be delivered in connection
herewith or therewith is intended or shall be construed to be a representation or warranty, express
or implied, of any party hereto, for any purposes of this Agreement or any other agreement,
document or instrument to be delivered in connection herewith or therewith, in respect of (i) the
adequacy or sufficiency of reserves or (ii) the effect of the adequacy or sufficiency of reserves on
any line item, asset, liability or equity amount on any financial or other document. In particular,
SRA waives the right to rely on any representation by Statesman regarding case reserves, IBNR,
ultimate claims liability, collectability of reinsurance, and the potential outcome of workers’
compensation claims litigation or proceedings. SRA assumes the Statesman Portfolio AS IS, with
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no representation or warranty from either Statesman or Highlands (including from its Special
Deputy Receiver) other than those limited representations set forth in this Agreement.

ARTICLE IX

DEFENSE OBLIGATION

9.1 Defense by SRA. SRA agrees to defend Statesman, its parent, affiliates and related entities
(and their respective directors, officers, receivers, employees, successors, agents and permitted
assigns) from and against all losses, liability, damages, costs or expenses (including without
limitation reasonable attorneys’ fees, expenses, costs of suit and any penalties assessed against
Statesman), arising under or related to the Statesman Portfolio assumed by SRA with respect to
claims arising after the Closing Date, including but not limited to claims which arise out of any
alleged and/or established negligent, dishonest, malicious, fraudulent or criminal acts by SRA, its
employees or agents with respect to the Statesman Portfolio. SRA shall be responsible for any
damages, penalties, or claims assessed against Statesman as a result of SRA’s handling of claims
after the Closing Date.

9.2 Defense Claim Notice. As soon as is reasonably practicable following receipt by
Statesman of notice of any demand, claim or circumstances which, with the lapse of time, would
give rise to a claim or the commencement (or threatened commencement) of any action,
proceeding or investigation (an "Asserted Liability") that may result in a defense obligation on the
part of SRA under the terms of this Article IX, Statesman shall give notice thereof (the "Claims
Notice") to SRA. The Claims Notice shall describe the Asserted Liability in reasonable detail and
shall indicate the amount (estimated, if necessary) of the Asserted Liability that has been or may
be suffered by Statesman. SRA shall defend, at its own expense and by its own counsel, any such
Asserted Liability; provided, however, that SRA may not pay, compromise or settle any Asserted
Liability without the consent of Statesman unless such compromise or settlement requires no more
than a monetary payment for which Statesman is fully indemnified or involves other matters not
binding upon Statesman. In connection with every Asserted Liability it settles or pays, SRA agrees
to obtain a full and final release of Statesman, its parent, affiliates and related entities (and their
respective directors, officers, employees, successors, agents and permitted assigns).

ARTICLE X

CONSTRUCTION AND ENFORCEMENT

10.1 Limitation of Damages. SRA MAY NOT RECOVER ANY SPECIAL,
CONSEQUENTIAL, OR EXEMPLARY DAMAGES FOR BREACH OF THIS AGREEMENT
OR FOR ANY CAUSE OF ACTION ARISING FROM OR RELATED TO THIS AGREEMENT.
SRA WAIVES ANY CLAIMS AND RELEASES STATESMAN, ITS PARENT, AFFILIATES
AND RELATED ENTITIES, AND EACH OF THEIR RESPECTIVE CURRENT AND
FORMER EMPLOYEES, OFFICERS, RECEIVERS, DIRECTORS, SHAREHOLDERS,
MANAGERS, AGENTS, ATTORNEYS, SUCCESSORS AND ASSIGNS FROM ANY CLAIM
THAT THEY HAVE MADE ANY AGREEMENT, WARRANTY, REPRESENTATION, OR
MATERIAL OMISSION RELATED TO THIS AGREEMENT. NOTHING IN THIS CLAUSE
SHALL LIMIT ANY PARTY’S RIGHT TO SEEK DIRECT ACTUAL DAMAGE REMEDIES
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AGAINST STATESMAN. THE WAIVER CONTAINED IN THIS PARAGRAPH SHALL BE
DEEMED TO INCLUDE A WAIVER BY SRA OF ANY CLAIMS AGAINST CRAIG A.
KOENIG, PRIME TEMPUS, INC., THEIR OFFICERS, AFFILIATES, EMPLOYEES AND
ATTORNEYS.

10.2 WAIVER OF JURY TRIAL. EACH PARTY ACKNOWLEDGES AND AGREES
THAT ANY CONTROVERSY THAT MAY BE BASED UPON, ARISE OUT OF OR RELATE
TO THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT
ISSUES AND, THEREFORE, EACH SUCH PARTY HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY
JURY FOR ANY DISPUTE BASED UPON, ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR THE BREACH, TERMINATION OR VALIDITY THEREOF OR ANY
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY CERTIFIES
AND ACKNOWLEDGES THAT (A) NEITHER THE OTHER PARTY NOR ITS
REPRESENTATIVES, AGENTS OR ATTORNEYS HAVE REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS OF THIS SECTION. ANY PARTY MAY
FILE AN ORIGINAL COUNTERPART OR A COPY OF THIS AGREEMENT WITH ANY
COURT AS WRITTEN EVIDENCE OF THE CONSENT OF THE PARTIES TO THE WAIVER
OF THEIR RIGHT TO TRIAL BY JURY.

10.3 Exclusive Jurisdiction. Each of the parties hereby irrevocably and unconditionally (i)
submits, for itself and its property, to the exclusive jurisdiction and venue of the District Court in
any action arising out of or relating to this Agreement, including the negotiation, execution or
performance of this Agreement and agrees that all claims in respect of any such action shall be
heard and determined in the District Court, (ii) waives, to the fullest extent it may legally and
effectively do so, any objection which it may now or hereafter have to the laying of venue of any
action arising out of or relating to this Agreement or the negotiation, execution or performance of
this Agreement in the District Court, including any objection based on its place of incorporation
or domicile, (iii) waives, to the fullest extent permitted by Law, the defense of an inconvenient
forum to the maintenance of such action in any such court and (iv) agrees that a final judgment in
any such action shall be conclusive and may be enforced in other jurisdictions by suit on the
judgment or in any other manner provided by law. Each of the parties consents and agrees that
service of process, summons, notice or document for any action permitted hereunder may be
delivered by registered mail addressed to it at the applicable address set forth in the Notices section
or in any other manner permitted by applicable law. The parties further submit to the jurisdiction
of the District Court, sitting without a jury, to resolve any issues as to the interpretation,
construction and enforceability of this Agreement.
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ARTICLE XI

MISCELLANEOUS PROVISIONS

11.1 Notices. All notices and other communications under this Agreement shall be in writing
and shall be deemed given (a) when delivered personally by hand, (b) when sent by facsimile or
email or (c) one (1) Business Day following the day sent by an internationally recognized overnight
courier (with written confirmation of receipt), in each case, at the following addresses, facsimile
numbers and email addresses (or to such other address, facsimile number or email address as a
party may have specified by notice given to the other party pursuant to this provision):

to SRA:

Swiss Reinsurance America Corporation
One Kansas City Place
1200 Main Street
Kansas City, MO 64105
Email: Eric_Edman@swissre.com
Phone: 1-816-702-3313
Attention: Eric Edman

Copy to:

Janet Fountain
Swiss Re Management (US) Corporation
1301 Avenue of the Americas
New York, NY 10019
Email: Janet_Fountain@swissre.com
Phone: (212) 317-5615

Burnie Burner
Mitchell, Williams, Selig, Gates & Woodyard, P.L.L.C.
500 West 5th Street, Suite 1150
Austin, Texas 78701
Email: bburner@mwlaw.com
Phone: (512) 480-5100

to Statesman:

Prime Tempus, Inc.,
27310 Ranch Road 12
Dripping Springs, Texas 78620
Email: cakoenig@primetempus.com
Phone: (512) 894-3705
Attention: Craig A. Koenig, President
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Copy to:

Robert H. Nunnally, Jr.
Wisener, Nunnally, Roth & Higgins, LLP
245 Cedar Sage, Suite 240
Garland, Texas 75040
Phone: (972) 530-2200
Email: robert@wnrlaw.com

11.2 Entire Agreement. This Agreement (including the Exhibits, Annexes and Schedules hereto
together with the Ancillary Agreements) and any other documents delivered pursuant hereto or
thereto constitute the entire agreement among the parties and their respective Affiliates with
respect to the subject matter hereof and supersede all prior negotiations, discussions, writings,
agreements and understandings, oral and written, between the parties with respect to the subject
matter hereof and thereof.

11.3 Waivers and Amendment. Any provision of this Agreement may be amended, modified
or waived if, and only if, such amendment, modification or waiver is in writing and signed, in the
case of an amendment, by the parties, or in the case of a waiver, by the party against whom the
waiver is to be effective. No failure or delay by any party in exercising any right, power or
privilege hereunder shall operate as a waiver thereof nor shall any single or partial exercise thereof
preclude any other or further exercise thereof or the exercise of any other right, power or privilege.

11.4 Successors and Assigns. Neither this Agreement nor any of the rights, interests or
obligations under it may be directly or indirectly assigned, delegated, sublicensed or transferred
by any of the parties, in whole or in part, to any other person (including any bankruptcy trustee)
by operation of law or otherwise, whether voluntarily or involuntarily, without the prior written
consent of the other parties, and any attempted or purported assignment in violation of this section
will be null and void. Subject to the preceding sentence, this Agreement will be binding upon,
inure to the benefit of and be enforceable by the parties and their respective successors, legal
representatives and permitted assigns.

11.5 No Third-Party Beneficiaries. Nothing expressed or implied in this Agreement is intended
to confer any rights, benefits, remedies, obligations or liabilities upon any person other than the
parties and their respective heirs, executors, administrators, successors, legal representatives and
permitted assigns.

11.6 Governing Law. This Agreement and all claims or causes of action (whether in contract,
tort or otherwise) that may be based upon, arise out of or relate to this Agreement or the
negotiation, execution or performance of this Agreement (including any claim or cause of action
based upon, arising out of or related to any representation or warranty made in or in connection
with this Agreement) shall be governed by and construed in accordance with the Laws of the State
of Texas without respect to its applicable principles of conflicts of laws that might require the
application of the laws of another jurisdiction.
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11.7 Ancillary Agreements. The parties acknowledge that Actions arising under this Agreement
and Actions arising under the Ancillary Agreements may overlap and contain common issues of
fact or law. The parties agree that in the event any Action under any Ancillary Agreement is
brought in a court permitted or required by the terms of such Ancillary Agreement, the parties
submit to the jurisdiction of such court in connection with any related Action under this Agreement
in connection with such dispute, so long as such court has subject matter jurisdiction over such
Action.

11.8 Counterparts. This Agreement may be executed in one or more counterparts, each of which
will be deemed to constitute an original, but all of which shall constitute one and the same
agreement, and may be delivered by facsimile or other electronic means intended to preserve the
original graphic or pictorial appearance of a document.

11.9 No Liability. Craig A. Koenig signs this Agreement in his capacity as President of
Statesman and not individually, and shall have no personal liability arising from or related to this
Agreement. None of Statesman’s parent and affiliates, nor their respective employees, officers,
directors, shareholders, managers, agents, attorneys, successors and assigns have any duties or
obligations under this Agreement, and shall have no liability arising from this Agreement.

11.10 Severability. The provisions of this Agreement shall be deemed severable, and the
invalidity or unenforceability of any provision shall not affect the validity or enforceability of the
other provisions hereof. If any provision of this Agreement, or the application thereof to any
Person or any circumstance, is found by a court or other Regulatory Authority of competent
jurisdiction to be invalid or unenforceable, the remainder of this Agreement and the application of
such provision to other persons or circumstances shall not be affected by such invalidity or
unenforceability, nor shall such invalidity or unenforceability affect the validity or enforceability
of such provision, or the application thereof, in any other jurisdiction. If any provision of this
Agreement is so broad as to be unenforceable, such provision shall be interpreted to be only so
broad as would be enforceable. The parties agree to attempt in good faith to reform such void or
unenforceable provision to the extent necessary to render such provision enforceable and to carry
out its original intent.

11.11 Specific Performance. The parties agree that irreparable damage would occur and that the
parties would not have any adequate remedy at law in the event that any provision of this
Agreement were not performed in accordance with its specific terms or were otherwise breached
and that money damages or other legal remedies would not be an adequate remedy for any such
failure to perform or breach. It is accordingly agreed that, without posting bond or other
undertaking, the parties shall be entitled to injunctive or other equitable relief to prevent breaches
of this Agreement and to enforce specifically the terms and provisions of this Agreement in any
court of competent jurisdiction, this being in addition to any other remedy to which they are
entitled at law or in equity. In the event that any such action is brought in equity to enforce the
provisions of this Agreement, no party will allege, and each party hereby waives the defense or
counterclaim, that there is an adequate remedy at law. The parties further agree that (a) by seeking
any remedy provided for in this section, a party shall not in any respect waive its right to seek any
other form of relief that may be available to such party under this Agreement, and (b) nothing
contained in this section shall require any party to institute any action for (or limit such party’s
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right to institute any action for) specific performance under this section before exercising any other
right under this Agreement.

11.12 Incontestability. In consideration of the covenants and agreements contained herein, each
party hereby agrees that this Agreement, and each and every provision hereof, is and shall be
enforceable by and between them according to its terms, and each party hereby agrees that it shall
not contest in any respect the validity or enforceability hereof.

11.13 Publicity. Any press release or press releases with respect to the announcement of the
transactions contemplated by this Agreement and the Ancillary Agreements shall be in a form
mutually agreed by the parties; provided, however, that each of the parties may make (a) internal
announcements to their respective employees that are not inconsistent with the parties’ prior public
disclosures regarding the transaction and (b) announcements to the investment community and
communications with its agents or rating agencies, in each case that are not inconsistent with the
parties’ prior public disclosures regarding the transaction.

11.14 Expenses. Regardless of whether any or all of the transactions contemplated by this
Agreement are consummated, and except as otherwise expressly provided herein, each of the
parties hereto shall each bear their respective direct and indirect fees, costs and expenses incurred
in connection with the negotiation and preparation of this Agreement, the Ancillary Agreements
and the consummation of the transactions contemplated hereby or thereby including all fees and
expenses of their respective representatives.

11.15 Construction. Each Party acknowledges that it has consulted with legal counsel of its own
choice regarding this Agreement. The Parties further acknowledge that they have, through their
respective counsel, participated in the preparation of this Agreement, have carefully read this
Agreement, and understand its terms. For purposes of interpreting the terms of this Agreement, no
provision shall be construed against any of the Parties as the principal draftsman thereof.

11.16 No Waiver. The failure or delay by any Party in exercising any right, power or privilege
shall not operate as or be construed as a waiver thereof. Any exercise of a right, power or privilege
shall not be considered to preclude any other or further exercise thereof.
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Statesman Insurance Company
Balance Sheet
June 30, 2020

ASSETS

Assets
Cash $ 3,621,203.39
Special Deposit 1,500,000.00
Ceded Commission Receivable 434,684.67
Reinsurance Loss Recoverables 1,632,250.84

Total Assets $ 7,188,138.90

LIABILITIES AND CAPITAL

Liabilities
Provision for Reinsurance 4,845,000.00

Total Liabilities 4,845,000.00

Capital Stock 2,314,000.00
Preferred Capital Stock 773,250.00
Additional Paid in Capital 5,274,235.78
Retained Earnings (6,010,217.06)
Net Income (8,129.82)

Total Equity 2,343,138.90

Total Liabilities & Equity $ 7,188,138.90

Unaudited - For Management Purposes Only
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Open Workers Compensation Claims by Loss Jurisdiction State
 as of May 31, 2020

Loss Jurisdiction State
Claim
Type Claim Count

Alabama WC 17
Arizona WC 4
Arkansas WC 1
California WC 72
Colorado WC 2
District of Columbia WC 1
Florida WC 7
Georgia WC 5
Illinois WC 6
Iowa WC 7
Kansas WC 3
Kentucky WC 3
Louisiana WC 27
Michigan WC 3
Minnesota WC 17
Missouri WC 4
Montana WC 2
Nebraska WC 2
New Jersey WC 7
New Mexico WC 3
New York WC 12
North Carolina WC 2
Oklahoma WC 2
Pennsylvania WC 19
South Carolina WC 1
South Dakota WC 6
Tennessee WC 2
Texas WC 175
Utah WC 2
Virginia WC 1
Wisconsin WC 10
Long Shore LSHW 9
Foreign Office EL 16
Off Shore LSHW 5
Total: 455
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Estimated Overhead Expense for Keeping Workers' Compensation Book

2019* 2020 2021 2022 2023 2024 2025 2026 2027
  Actuarial and Audit Fees 274,400 14,500 14,500 14,500 14,500 14,500 14,500 14,500 14,500
  Bank Charges 3,900 3,070 3,070 3,070 3,070 3,070 3,070 3,070 3,070
  Communications 22,000 29,520 29,520 29,520 28,044 26,642 25,310 24,044 22,842
  Data Processing Service 97,000 155,940 159,059 162,240 165,485 168,794 168,794 168,794 168,794
  Insurance Employees 220,000 287,000 315,700 347,270 343,797 340,359 336,956 333,586 330,250
  Insurance Expense 9,000 68,302 73,766 79,667 84,320 91,066 89,244 87,459 85,710
  Investment Expense 22,000 32,440 32,440 32,440 32,440 32,440 32,440 32,440 32,440
  License & Fees 500 16,500 16,830 17,167 17,510 17,860 17,860 17,860 17,860
  Office Equipment 13,000 20,136 20,136 20,136 20,136 20,136 20,136 20,136 20,136
  Office Supplies 15,000 18,000 18,000 18,000 16,200 14,580 13,122 11,810 10,629
  Postage 25,000 30,000 30,000 30,000 27,000 24,300 21,870 19,683 30,000
  Property Tax 200 500 500 500 500 500 500 500 500
  Rent/Office Facilities 300,000 422,119 422,119 422,119 401,013 401,013 401,013 401,013 401,013
  SDR Professional Expense 600,000 912,148 908,288 938,020 934,536 934,536 934,536 934,536 934,536
  TDI Expense Allocation / Special Master Fee 120,000 73,000 75,920 78,956 82,116 82,116 82,116 82,116 82,116
  Salaries Paid 2,502,000 3,338,804 3,338,804 3,338,804 3,004,924 2,704,431 2,433,988 2,190,589 1,971,530
  Incidental Employee Expense 83,470 75,123 67,611 60,850 54,765
  Payroll Taxes Paid- at 7.65% 176,000 255,419 255,419 255,419 236,262 212,636 191,372 172,235 155,012
  Federal Income Tax Payments

Total Expense 4,400,000 5,677,398 5,714,070 5,787,828 5,495,323 5,164,103 4,854,438 4,575,222 4,335,703

Total Estimated Expense for Administration through 2027: 46,004,084

*2019 represents actual expenses from 4/1/2019 through 9/30/2019 and estimated for 4th quarter.
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Overhead Expense Estimate for Sale of Workers Compensation Book

2019* 2020 2021 2022 2023 2024 2025 2026 2027
  Actuarial and Audit Fees 274,400 14,500 14,500 14,500 14,500 14,500 14,500 14,500 14,500
  Bank Charges 3,900 3,070 3,070 3,070 3,070 3,070 3,070 3,070 3,070
  Communications 22,000 17,700 17,700 15,240 15,240 14,400 14,400 14,400 14,400
  Data Processing Service 97,000 149,590 153,415 155,630 158,720 160,895 160,895 160,895 160,895
  Insurance Employees 220,000 102,144 117,466 91,608 95,000 76,000 57,000 38,000 38,000
  Insurance Expense 9,000 69,597 49,824 50,224 49,724 47,224 47,224 47,224 47,224
  Investment Expense 22,000 32,440 32,440 32,440 32,440 32,440 32,440 32,440 32,440
  License & Fees 500 16,500 16,830 17,167 17,510 17,860 17,860 17,860 17,860
  Office Equipment 13,000 12,614 4,600 4,700 4,800 4,900 4,900 4,900 4,900
  Office Supplies 15,000 7,800 7,800 4,800 4,800 2,880 2,880 2,880 2,880
  Postage 25,000 9,600 9,600 7,200 7,200 6,000 6,000 6,000 6,000
  Property Tax 200 500 500 500 500 500 500 500 500
  Rent/Office Facilities 300,000 387,833 325,115 289,000 282,000 282,000 282,000 282,000 282,000
  SDR Professional Expense 600,000 912,148 908,288 938,020 934,536 934,536 934,536 934,536 934,536
  TDI Expense Allocation / Special Master Fee 120,000 73,000 75,920 78,956 82,116 82,116 82,116 82,116 82,116
  Salaries Paid 2,502,000 1,526,634 1,526,633 1,150,531 1,150,531 920,425 736,340 589,072 471,258
  Incidental Employee Expense 435,363 94,026 57,526 46,021 36,817 147,268
  Payroll Taxes Paid- at 7.65% 176,000 150,093 116,787 95,209 88,016 74,813 59,851 47,881 47,317

Total Expense 4,400,000 3,921,126 3,380,488 3,042,821 2,940,703 2,732,085 2,502,533 2,315,091 2,307,164

Total Estimated Expense for Administration through 2027: 27,542,010
Total Estimated Expense for Administration through 2025: 22,919,755

*2019 represents actual expenses from 4/1/2019 through 9/30/2019 and estimated for 4th quarter.
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HIGHLANDS INSURANCE COMPANY
EXHIBIT 9

ASSETS AVAILABLE FOR NON WORKERS COMPENSATION CLAIMANTS
as of May 31, 2020

Keep WC In Liquidation 
7 Year Adminstration

Changes to  
Rehab Balance 

Sheet Due to Sale
Sell WC then Liquidation 7 

Year Administration
Sell WC then Liquidation 5 

Year Administration
Assets: 
Cash and Invested Assets Except Equity in Statesman 84,819,237 (29,434,041) * 55,385,196 55,385,196
Equity in Statesman 2,364,360 (1,916,883) ** 447,477 447,477
       Total Cash and Invested Assets 87,183,597 (31,350,924) 55,832,673 55,832,673

Estimated Investment Income 4,200,000 2,550,000 2,550,000
Known or anticipated recoveries 1,900,000 1,900,000 1,900,000

Estimated Recoveries: 
Ceded case reserves 25,752,304 (23,352,304) 2,400,000 2,400,000
Ceded IBNR reserves 134,397,065 (17,697,065) 116,700,000 116,700,000
Accrued Retrospective premium 4,178,037 (4,078,037) 100,000 100,000
Retro/Deductible IBNR  7,773,039 (7,773,039) 0 0

Offsets: 
   Less Estimated Offsets (29,807,820) (22,082,347) (22,082,347)
Total Net Assets and Recoverables:  235,576,222 (84,251,369) 157,400,326 157,400,326

Class 1 Estimated:
Operating Expenses Estimated 46,000,000 27,542,010 22,918,755
  Available Cash for Class 2 Distribution 189,576,222 129,858,316 134,481,571

Estimated Class 2 Liabilities:
Direct Case Reserves 42,300,319 (38,662,426) 3,637,893 3,637,893
Direct IBNR Reserves 240,806,317 (64,906,317) 175,900,000 175,900,000
Direct IBNR Reserves‐ULAE (17,024,826) 17,024,826 0
Statesman Case Reserves 1,896,946 (1,896,946) 0 0
Class 2 Total:  267,978,756 (88,440,863) 179,537,893 179,537,893

Estimated Class 2 Distribution:  70.7% 72.3% 74.9%
(assets less Class 1 Operating/Class2 Liabilities)

* Represents Highlands allocation of transfer price payment only. 

** Represents reduction in equity as a result of Statesman's allocated transfer price payment.
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HIGHLANDS INSURANCE CO., IN RECEIVERSHIP 

P.O. BOX 6013, LAWRENCEVILLE, NJ 08648-0013, ATTENTION:  OPERATIONS  
 Contact Number: 1-800-288-8898, Press 2 OR 1-609-896-1921, Press 2 

www.HighlandsRehabPlan.com 
 

NOTICE OF APPLICATION TO APPROVE TRANSFER OF  
WORKERS’ COMPENSATION POLICIES 

 

RE: The State of Texas v. Highlands Insurance Company; Cause No. D-1-GV-03-004537; In the 
53rd Judicial District Court of Travis County, Texas; Receivership No. 519 
 
Prime Tempus, Inc., as Special Deputy Receiver for Highlands Insurance Company (Highlands) has 
filed an Application to Approve Transfer of Workers’ Compensation Policies. A hearing on this 
matter is set for submission before the Special Master, Tom Collins on October 5, 2020.  For 
further information regarding the application or the hearing process, you may view or 
download copies of all relevant documents:  

 Download at www.HighlandsRehabPlan.com  
 Request copies by writing to: Highlands Insurance Co., in Receivership, P.O. BOX 

6013, LAWRENCEVILLE, NJ 08648-0013, ATTENTION:  OPERATIONS  
 Or by calling: (800)288-8898, Press 2. 

 
On November 6, 2003, Highlands was placed in permanent receivership for the purposes of 
rehabilitation. The Texas Commissioner of Insurance was appointed Receiver of Highlands, and 
designated Prime Tempus, Inc. as Special Deputy Receiver (SDR). On June 6, 2008, the 
Receivership Court approved the Second Amended Plan of Rehabilitation (Rehabilitation Plan). 
The Rehabilitation Plan anticipated the possibility of a transfer of Highlands workers’ compensation 
policies to a solvent insurer. The SDR has proposed a transfer of Highlands workers’ compensation 
policies to Westport Insurance Corporation and Swiss Reinsurance America Corporation, effective 
January 1, 2020. The proposed transfer will assist the SDR in administering the Highlands 
receivership estate more efficiently while also protecting the workers’ compensation claimants. The 
SDR is seeking approval of the following agreements:  
 

 Policy Transfer and Novation Agreement with Westport Insurance Corporation. 
(Highlands direct liabilities) 

 Retrocession Agreement with Swiss Reinsurance America Corporation. (Highlands 
100% assumed liabilities) 

 Loss Portfolio Transfer Agreement with Swiss Reinsurance America Corporation 
(Statesman Insurance Company liabilities) 

 
Westport Insurance Corporation and Swiss Reinsurance America Corporation are both part of the 
Swiss Re Group (www.swissre.com) which is one of the world’s leading providers of reinsurance 
and insurance services. Both companies are A.M. Best A+ rated insurance carriers. Upon approval 
of this application, the SDR will finalize these transactions and transfer and novate to Westport 
Insurance Corporation all workers’ compensation policies issued by Highlands or one of its former 
subsidiaries that were previously merged into Highlands, including Highlands Underwriters 
Insurance Company, Highlands P&C Insurance Company, Highlands Lloyds Insurance Company, 
Highlands Casualty Company, Aberdeen Insurance Company and Northwestern National Casualty 
Company. Any other statutory workers’ compensation liabilities for which Highlands is the 100% 
reinsurer including Statesman Insurance Company will be 100% reinsured by Swiss Reinsurance 
America Corporation.  
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