Randall & Quilter Investment Holdings plc
US claims in run-off dispute dismissed

A New York Federal court has dismissed outright claims by two US insurers in run-off, Seaton
Insurance Company and Stonewall Insurance Company, against Cavell USA, Inc (a subsidiary of
Randall & Quilter Investment Holding Plc), and its Chairman, Ken Randall.

Ken Randall, Chairman and CEO of Randall & Quilter said

“I am delighted the Federal Court has thrown out this complaint which is completely without merit
and in breach of a settlement agreement reached in early 2006. We have already commenced an
action for breach of contract in the English court and expect to make a full recovery of the
substantial costs we have incurred in relation to the New York allegations and related demands
made by Seaton and Stonewall since 2005”.

Ends
Note to Editors

Randall & Quilter is the holding company for a group of companies which operate in the non-life
run-off insurance sector (the “Group”). The Group comprises three divisions:

e Insurance Services Division. This manages insurance portfolios in run-off for both third
party clients, including syndicates at Lloyd’s, and for the Group’s own insurance
subsidiaries.

e Insurance Company Division. This acquires solvent insurance companies in run-off,
avoiding companies with material personal lines business. Currently this division has
eight companies in its portfolio.

e Liquidity Management Division. This acquires reinsurance receivables on a recourse or
non-recourse basis and seeks to realise them for cash.

The Group has approximately 170 staff in its offices in the UK and the US and has recently been
selected as ‘Run-off Management Service Provider of the Year 2007’ by the Association of Run-off
Companies.
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Background to the dispute

Seaton and Stonewall were suing Cavell and Mr Randall alleging that they fraudulently concealed

the existence of a Collaboration Agreement delegating claims handling activities to Seaton and
Stonewall’s reinsurer, National Indemnity Company, a Berkshire Hathaway subsidiary. The



allegations relate to the period between 1999 and early 2006 when Cavell was managing the run-
offs of Seaton and Stonewall.

From late 2005 the owners of Seaton and Stonewall, Dukes Place Holdings LP, an affiliate formed
by Greenwich Street Capital Partners II LP, a New Jersey hedge fund (“GSC”), pressured Cavell to
withdraw from the management of Seaton and Stonewall. In early 2006 Cavell agreed to the
termination of its contracts and entered an agreement which, inter alia, provided that Dukes Place
released Cavell and Mr Randall from all claims related to the run-offs, except claims in fraud. The
parties to the agreement submitted all future disputes to the exclusive jurisdiction of the English
court. The New York court concluded that the terms of the settlement agreement required Seaton
and Stonewall to bring their alleged claims before the English court.

Seaton and Stonewall are understood to have spent considerable sums in legal fees pursuing the
New York action.

Meanwhile, Cavell and Mr Randall, who strongly refute all of the allegations, have commenced
their own proceedings against Seaton and Stonewall in the English Commercial Court seeking
declarations and damages. Cavell and Mr Randall also argue in the English proceedings that
Seaton and Stonewall have breached the settlement agreement. The English proceedings assert
that the claim was pursued in the wrong jurisdiction and that the false allegations would not
amount to fraud even if they were true.

Seaton and Stonewall had been seeking to stay the English proceedings, pending the hearing of the
New York proceedings. Their application for an outright stay of the English proceedings was
rejected in the English Commercial Court by Mr Justice Flaux in a judgment delivered on 11 April
2008.

The dismissal of Seaton and Stonewall’s New York proceedings against Cavell and Mr Randall is
the latest chapter in a complex legal saga initiated against the reinsurer of Seaton and Stonewall,
National Indemnity Company, and former run-off manager, Cavell.

Seaton and Stonewall failed in a 2007 arbitration to persuade two separate US arbitration panels
that National Indemnity’s reinsurance coverages ought to be rescinded and National Indemnity
removed as their claims servicer. Seaton and Stonewall have recently filed duplicative arbitration
demands, again seeking rescission of the reinsurance agreements.

National Indemnity responded in April 2008 with a New York federal suit seeking to enjoin the
new arbitrations on the basis that the issue had already been resolved. National Indemnity has
also filed a further New York federal law suit alleging GSC, Dukes Place, the run-off group Enstar
and several affiliated entities had conspired to remove National Indemnity as claim servicer so that
the two insurers (Seaton and Stonewall) can be sold. This Complaint alleges that prior to the
arbitration rulings and while Cavell was still run-off manager, GSC commenced negotiations to sell
the two insurers to an affiliate company of Enstar. The Complaint further alleges that GSC and
Enstar launched efforts to coerce National Indemnity to forego its right to control claims under its
reinsurance agreements to facilitate a sale of the companies.



