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| Mr. Thorms Hencock

' Premerver Notitication Office

| Federat Teade Commission

6 & Peonsylvania Avemaes, HN.W,
Washington, DJZ, 20550

Re:  Indennity Relnsurawce Tranvaction; Seciion 7TA{cH1) of Clayton Act

|
| Dear M, Hanceck:

[amwriting this letter 1o confiem oral advice you provided to the undersigned in aieleplone
corversation on Dctober 19, 2000 regarding the applicability 1o the following fransaction ui the
netification reguitements vmede the Hark Scot-Rodine Antitrus! Inprovement Actof 1976 and the
Federal Trade Commission’s implementing regulptions (collectively, the " A1),

| Apinsurmnce compeny {the "Reinsuriog Company ™), will reinsupe on an indemity buasis, aii
i insurance Rabilties ansing from & grevwpoalexisting life and health insuvrance policies (ihes "Paljcies™)
|issued by 3 second insurance eompany {the "Ceding Canpany™),

i )

The Reisoring Company and the Ceding Company sach have total assets in cxcesa of $100
millien. Thae Cading Company will fransfer ro the Reinsuring Company a reinsurance pgremion
gonstating of a lunp sum paymeat of appeoximately $46 million in veturn forreinsuring the exiting
Falicies, subject w adjustments based vpon ecrual cash fow prior to the closing. The Ceding
Company will be responsible for appointing a thitd -party administator, subject o approval and ol
| comtrals exerciged by the Remsorer, o admipister e Policies, providing all premium collection,
vlaims snd other policyholder sevices.

: “Fhe present transaction is purely ar indemmnity cetastrapce iransaction bed wesn two Insrance
i carriars. The Tolicies will remain in the nume of the Ceding Company ard the Cading Company will
| .
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terman arimanly responaible for all Josees, alihough the Reimsuring Campany will be chlipated (o
reimburse the Ceding Company for all coniraciuel 10s5es incurred and, as a praciical mater, wilt pay
al snch contractual lesses directfy ta the third-patty adminlsrrator hired by the Ceding Company.
Responsibility for any extiaecontracival hsbilities inewrred prior to the effeclive date of the
franeaction, sech &z any clams for discrinnatory practices, will be ndtawed by the Ceding
Company.

Raged upan var conversation, it is oorunderstanding that the present indemmity reinsorance
tramsadion does not amouat to an acguisition of assels or quatifies 45 o ransaction scoutring in the
onlinary course of business exempled uder Section 7A(EK]1) of the Aot becatee “none of the
policies cliange hands™  As | mentioned, prior informal advice rendeved by the Federal Trade
Cornission 844f sypports this posifion, 4 lthouph we tndarstand ibat soch informal advice fs not
hitwitng on the Pederst Trade Cormisgion, we direct your atteation to the Letier to Thomas Hancock
'dated fuly 25, 1997 re: indemnity reinsurance transaction and the Lettey wo Victor Coken dulod
!'Nnvumhr.r 23,1992, ropies of which have been obtained by Morpan, Lewis & Bockius LLE through
| Freedom of Tnformation Act requests and re availuble on theintemet at bitgo!/haraesn wastlaw, com.

I Plaase confimm to that the analysis set forth hercin necvratelyelects tha advice you provided
"in our sarke telephons conversalivn. T undenitand thal yon will write your sommnents on this letter
?aud that it will subsequently be publiciy avaifable through roquesis under the Fresdom of
| fnformation Actl. Should you have any guestions or requlre any information, please call me at (312)
‘443-1787, Thank you for yout assistance with this matter.

Very truly yours,
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