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1. 
 

 

PRELIMINARY STATEMENT 

1. Scottish Holdings, Inc. (“SHI”) and Scottish Annuity & Life Insurance 

Company (Cayman) Ltd. (“SALIC”), debtors and debtors in possession in the above-captioned 

cases (the “Debtors”), submit this memorandum of law (the “Memorandum”) in support of entry 

of an order (the “Confirmation Order”) confirming the Third Amended Joint Chapter 11 Plan of 

Reorganization of Scottish Holdings, Inc., and Scottish Annuity & Life Insurance Company 

(Cayman) Ltd., dated August 9, 2018 (D.I. 437-1) (as may be further amended, modified, or 

supplemented from time to time in accordance with its terms, the “Plan”),2 as supplemented by 

the plan supplements filed on August 1, 2018 and August 6, 2018 (D.I. 418 & 424) (collectively, 

and as may be further amended, modified, or supplemented from time to time, the “Plan 

Supplement”).  In support of confirmation of the Plan, the Debtors also rely upon the declaration 

of Gregg Klingenberg (the “Klingenberg Declaration”) filed contemporaneously herewith and 

incorporated herein by reference. 

2. Confirmation of the Plan is the culmination of Debtors’ efforts to market 

the Debtors and their non-Debtor affiliates to obtain the highest and best offer.  After a robust 

auction with competitive bidding, the Purchaser was the highest bidder offering significantly 

more than the Stalking Horse.  The Recapitalization Funding Payment provided by the Purchaser 

paves the way for the Debtors and their non-Debtor affiliates’ operations to be recapitalized and 

to emerge as a healthy and stable go-forward reinsurance business.  The Plan Funding Payment 

provides for meaningful distributions to all Creditors including payment in full of all Secured, 

Administrative and Priority Claims, while leaving funds to make distributions to Classes 4, 5, 6, 

and 7.  In addition, the vesting of the Distribution Trust Assets in the Distribution Trust allows 

                                                 
2 Unless otherwise defined herein, capitalize terms are used as defined in the Plan 
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for the creditors in Classes 4, 5, 6, and 7 to be in a position to obtain additional recoveries 

beyond the Available Plan Funding Payment in the event that the Distribution Trust is successful 

in litigation that it may pursue.  

3. As described in detail below and in the Klingenberg Declaration, the Plan 

satisfies each of the applicable requirements for confirmation set forth in section 1129 of the 

Bankruptcy Code and has been unanimously accepted by every voting Creditor.  Only one 

limited objection has been filed in connection with confirmation of the Plan, and that objection 

should be overruled for the reasons set forth herein.3  Accordingly, the Debtors submit that the 

Plan should be confirmed and is in the best interests of the Debtors’ Estates and Creditors. 

BACKGROUND 

4. On January 28, 2018 (the “Petition Date”), the Debtors filed voluntary 

petitions for relief under chapter 11 of the Bankruptcy Code in this Court, thereby commencing 

these chapter 11 cases (the “Chapter 11 Cases”).  The Debtors continue to manage and operate 

their businesses as debtors in possession under sections 1107 and 1108 of the Bankruptcy Code. 

No trustee or examiner has been requested in the Chapter 11 Cases.  On January 30, 2018, the 

Court entered an order (D.I. 19) authorizing the joint administration and procedural consolidation 

of the Chapter 11 Cases pursuant to Bankruptcy Rule 1015(b).  On February 20, 2018, the U.S. 

Trustee appointed an official committee of unsecured creditors (the “Official Committee”) in the 

Chapter 11 Cases (D.I. 81).  The appointment of the Official Committee was amended on June 

13, 2018 (D.I. 350). 

                                                 
3 The limited objection is the Limited Objection and Opt-Out Of Security Life of Denver Insurance 

Company to Confirmation of Second Amended Joint Chapter 11 Plan of Reorganization of 
Scottish Holdings, Inc. and Scottish Annuity & Life Insurance Company (Cayman) Ltd. (D.I. 439) 
filed by Security Life of Denver Insurance Company (“SLD,” and such limited objection, the 
“SLD Limited Objection”). 
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5. The factual background regarding the Debtors, including their business 

operations, their capital and debt structures, and the events leading to the filing of the Chapter 11 

Cases, is set forth in detail in the Declaration of Gregg Klingenberg in Support of First Day 

Relief (D.I. 3), which is fully incorporated herein by reference. 

6. On April 18, 2018, the Debtors filed the Joint Chapter 11 Plan of 

Reorganization of Scottish Holdings, Inc., and Scottish Annuity & Life Insurance Company 

(Cayman) Ltd. (D.I. 213) and the [Proposed] Disclosure Statement for Joint Chapter 11 Plan of 

Reorganization of Scottish Holdings, Inc., and Scottish Annuity & Life Insurance Company 

(Cayman) Ltd. (D.I. 214).4 

7. On June 29, 2018, the Court entered the Order: (I) Approving Disclosure 

Statement; (II) Scheduling Confirmation Hearing and Related Deadlines; (III) Establishing 

Procedures for Solicitation, Temporary Allowance of Claims and Vote Tabulation; (IV) 

Approving Form of Ballots; (V) Approving Form, Manner and Sufficiency of Notice of 

Confirmation Hearing and Related Deadlines; and (VI) Granting Related Relief (D.I. 380) (the 

“Disclosure Statement Order”).  The Disclosure Statement Order approved, among other things, 

the proposed procedures for solicitation of the Plan and related notices, form, and ballots 

(collectively, the “Solicitation Package”). 

8. On August 1, 2018, the Debtors filed with the Court the Plan Supplement 

(D.I. 418), which includes the follow exhibits: (a) New Equity Notice, (b) forms of New 

Corporate Governance Documents, (c) form of Stockholders Agreement, (d) disclosure of 

                                                 
4 On June 15, 2018, the Debtors filed their first amended plan and related disclosure statement (D.I. 

357).  On June 27, 2018, the Debtors filed their second amended plan and related disclosure 
statement (D.I. 375).  On June 29, 2018, the Debtors filed solicitation versions of the second 
amended plan and related disclosure statement (D.I. 381, 382), reflecting non-material, technical 
changes to the version of the Plan approved for solicitation by the Disclosure Statement Order. 
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identities of directors and officers of the Reorganized Debtors, (e) disclosure of identities and 

nature of compensation of insiders that will be employed or retained by the Reorganized 

Debtors, (f) Rejection Schedule (as may be amended through the Effective Date), and (g) 

disclosure of identity and compensation terms for Distribution Trustee.  On August 6, 2018, the 

Debtors filed an amended Plan Supplement (D.I. 424), which includes a form of Distribution 

Trust Agreement.  

9. Contemporaneously with the filing of this Memorandum, the Debtors have 

submitted a proposed order confirming the Plan (the “Confirmation Order”).  

THE PLAN HAS BEEN ACCEPTED UNANIMOUSLY BY VOTING CREDITORS 

10. As evidenced by the Voting Report (defined below), the Debtors and their 

advisors identified and classified the Holders of Claims and Interests entitled to vote in the 

voting Classes as of the Voting Record Date and in accordance with the classification scheme of 

the Plan.  The Voting Agent distributed the Solicitation Packages in accordance with the Plan’s 

classification scheme and the Disclosure Statement Order.  The dockets of these Chapter 11 

Cases reflect that no party has filed or asserted an unresolved objection to such classification in 

the Plan.     

11. Holders of Claims in Classes 4, 5, 6 or 7 were entitled to vote to accept or 

reject the Plan.  Claims in other Classes were either (i) Unimpaired, and their Holders were 

deemed to have accepted the Plan pursuant to section 1126(f) of the Bankruptcy Code (Classes 1, 

2, 3 and 10), or (ii) Impaired, and their Holders were deemed to have rejected the Plan pursuant 

to section 1126(g) of the Bankruptcy Code (Classes 8 and 9).  

12. The Debtor solicited votes on the Plan from Holders of Claims and 

Interests in Impaired Classes 4, 5, 6 and 7.  The voting results, as reflected in the Declaration of 

James Daloia of Prime Clerk LLC Regarding Solicitation of Votes and Tabulation of Ballots 
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Cast in the Second Amended Joint Chapter 11 Plan of Reorganization of Scottish Holdings, Inc., 

and Scottish Annuity & Life Insurance Company (Cayman) Ltd.  (the “Voting Report”) submitted 

by the Debtors’ voting agent, Prime Clerk, LLC (“Prime Clerk” or the “Voting Agent”) 

substantially contemporaneously herewith, are summarized as follows: 

Class  Class Description 

Number 
Accepting 

Number 
Rejecting 

Amount 
Accepting 

Amount Rejecting  Class 
Voting 
Result %  %  %  % 

4  SHI TruPS Claims 

6  0  $79,500,000.00  $0.00 

ACCEPTS 

100%  0%  100%  0% 

5 
SHI General 

Unsecured Claims 

1  0  $1.00  $0.00 

ACCEPTS 

100%  0%  100%  0% 

6 
SALIC TruPS Claims & 

SFL Claims 

9  0  $129,500,000.00  $0.00 

ACCEPTS 

100%  0%  100%  0% 

7 
SALIC General 

Unsecured Claims 

2  0  $26,536.00  $0.00 
ACCEPTS 

100%  0%  100%  0% 

 

13. As shown above and in the Voting Report, the Voting Results reflect 

unanimous acceptance of the Plan by all Creditors who timely submitted a ballot. 

ARGUMENT 

I. THE COURT HAS JURISDICTION AND NOTICE HAS 
PROPERLY BEEN GIVEN. 

A. Jurisdiction and Venue 

14. This Court has jurisdiction over these Chapter 11 Cases pursuant to 28 

U.S.C. §§ 157 and 1334.  Venue is proper before this Court pursuant to 28 U.S.C. §§ 1408 and 

1409.  This matter is a core proceeding under 28 U.S.C. § 157(b)(2), and the Bankruptcy Court 

has exclusive jurisdiction to determine whether the Plan complies with the applicable provisions 

of the Bankruptcy Code and should be confirmed. 

Case 18-10160-LSS    Doc 451    Filed 08/17/18    Page 15 of 62



6. 
 

 

B. Notice and Solicitation 

15. In accordance with the Disclosure Statement Order and Bankruptcy Rule 

3017(d), the Debtors, through their Voting Agent, served ballots and associated solicitation 

documents on all Holders of Claims and Interests in the Debtor, as appropriate, as follows:  (1) 

for all parties in Classes 1, 2, 3, 8, 9 and 10, the Confirmation Hearing Notice and appropriate 

Notice of Non-Voting Status (each as defined in the Disclosure Statement Order); (2) for all 

parties in Classes 4, 5, 6 and 7 entitled to vote pursuant to the relevant provisions of the 

Bankruptcy Code, the Confirmation Hearing Notice, Disclosure Statement with all exhibits 

including the Plan, Disclosure Statement Order (excluding any exhibits thereto), the 

Recommendation of the Official Committee of Unsecured Creditors to Accept the Debtors’ 

Second Amended Joint Chapter 11 Plan (the “Committee Plan Support Letter”), appropriate 

Ballots, and pre-addressed, pre-stamped return envelope, (3) for (i) the U.S. Trustee, (ii) counsel 

to the Official Committee, (iii) the U.S. Attorney’s Office for the District of Delaware, (iv) the 

IRS, (v) the SEC, (vi) the Delaware Department of Insurance, (vii) the Cayman Islands Monetary 

Authority, (viii) the Central Bank of Ireland, (ix) the Bermuda Monetary Authority, (x) those 

parties requesting notice pursuant to Bankruptcy Rule 2002, and (xi) all parties to executory 

contracts and unexpired leases that have not been assumed or rejected prior to entry of the 

proposed Disclosure Statement Order and who are not already receiving the Solicitation 

Packages, the Disclosure Statement with all exhibits including the Plan, Disclosure Statement 

Order, Confirmation Hearing Notice, and the Committee Plan Support Letter, and (4) for all 

other entities identified on the list filed by the Debtors pursuant to Bankruptcy Rule 1007(a)(1), 

the Confirmation Hearing Notice.  See Affidavit Of Service Of Solicitation Materials (D.I. 395). 
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C. Adequate Notice of Confirmation Hearing 

16. In accordance with Bankruptcy Rules 2002, 3018, 3019, 6004, 6006, 

9007, and 9014 and the Disclosure Statement Order and the Solicitation Procedures set forth 

therein, adequate notice of (i) the time for filing objections to confirmation of the Plan and (ii) 

the transactions, settlements and compromises contemplated thereby, and (iii) the Confirmation 

Hearing were provided to all Holders of Claims and Interests and other parties in interest entitled 

to receive such notice under the Bankruptcy Code and the Bankruptcy Rules.  See Affidavit Of 

Service Of Solicitation Materials (D.I. 395).  No other or further notice of the Confirmation 

Hearing is necessary or required.   

II. THE PLAN MEETS ALL APPLICABLE REQUIREMENTS 
OF THE BANKRUPTCY CODE. 

17. To confirm the Plan, the Court must find that the provisions of section 

1129 of the Bankruptcy Code have been satisfied by a preponderance of the evidence.5  The 

Debtors submit that based on the record of the Chapter 11 Cases, the Klingenberg Declaration, 

and the Debtors’ arguments set forth herein, the applicable burden is clearly satisfied and the 

Plan complies with all relevant sections of the Bankruptcy Code, Bankruptcy Rules, and 

applicable non-bankruptcy law.  In particular, the Plan fully complies with the requirements of 

sections 1122, 1123, and 1129 of the Bankruptcy Code.  This Memorandum addresses each 

confirmation requirement individually.   

                                                 
5 See In re Armstrong World Indus., Inc., 348 B.R. 111, 120 (D. Del. 2006); In re Tribune Co., 464 

B.R. 126, 151–52 (Bankr. D. Del. 2011) (“Tribune I”), on reconsideration, 464 B.R. 208 (Bankr. 
D. Del. 2011).  Preponderance of the evidence has been described as just enough evidence to 
make it more likely than not that the fact the claimant seeks to prove is true. See Grogan v. 
Garner, 498 U.S. 279, 286 (1991) (“The preponderance-of-the-evidence standard results in 
roughly equal allocation of the risk of error between litigants.”) (citations omitted). 
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A. The Plan Complies with the Applicable Provisions of the 
Bankruptcy Code in Accordance with Section 1129(a)(1). 

18. Section 1129(a)(1) of the Bankruptcy Code requires that a plan of 

reorganization comply with the applicable provisions of the Bankruptcy Code.  The principal 

objective of section 1129(a)(1) is to assure compliance with the sections of the Bankruptcy Code 

governing classification of claims and interests and the contents of a plan.6  Consequently, the 

determination of whether the Plan complies with section 1129(a)(1) requires an analysis of 

sections 1122 and 1123 of the Bankruptcy Code.  As explained below, the Plan complies with 

sections 1122 and 1123 in all respects. 

1. The Plan Satisfies the Classification Requirements 
of Section 1122 of the Bankruptcy Code.  

19. Section 1122 of the Bankruptcy Code provides that “a plan may place a 

claim or an interest in a particular class only if such claim or interest is substantially similar to 

the other claims or interests of such class.”  11 U.S.C. § 1122(a).   

20. The Third Circuit “permits the grouping of similar claims in different 

classes[]” as long as those classifications are reasonable.7  The classifications, however, cannot 

be “arbitrarily designed” to secure the approval of an impaired class when “the overwhelming 

sentiment of the impaired creditors [is] that the proposed reorganization of the debtor would not 

                                                 
6 The legislative history of section 1129(a)(1) explains that this provision is intended to draw in the 

requirements of sections 1122 and 1123 of the Bankruptcy Code, which govern the classification 
of claims and the contents of a plan of reorganization, respectively.  S. Rep. No. 95-989, 95th 
Cong., 2d Sess. 126 (1978); H.R. Rep. No. 95-595, 95th Cong., 1st Sess. 412 (1977); In re S & W 
Enters., 37 B.R. 153, 158 (Bankr. N.D. Ill. 1984) (“An examination of the Legislative History of 
[section 1129(a)(1)] reveals that although its scope is certainly broad, the provisions it was more 
directly aimed at were Sections 1122 and 1123.”).   

7 In re Jersey City Med. Ctr., 817 F.2d 1055, 1061 (3d Cir. 1987); see also In re Tribune Co., 476 
B.R. 843, 854–55 (Bankr. D. Del. 2012) (“Tribune II”).   
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serve any legitimate purpose.”8  Accordingly, the Third Circuit has held that the only 

requirement for classification is that it be “reasonable.”9    Separate classes of similar claims are 

reasonable when each class represents “a voting interest that is sufficiently distinct and weighty 

to merit a separate voice in the decision whether the proposed reorganization should proceed.”10  

Courts have recognized that this gives both the debtor and the bankruptcy court considerable 

discretion in determining whether similar claims may be separately classified.11  Furthermore, if 

it is evident based on the voting results that the debtor would have an impaired accepting class 

regardless of the chosen classification scheme, then any challenge to the classification scheme is 

moot because the plan would have been accepted even if the classes were constituted 

differently.12   

                                                 
8 John Hancock Mut. Life Ins. Co. v. Route 37 Bus. Park Assocs., 987 F.2d 154, 158 (3d Cir. 1993).   

9 In re Coastal Broad. Sys., Inc., 570 F. App’x 188, 193 (3d Cir. 2014) (“Although not explicit in 
§ 1122, a corollary to that rule is that the ‘grouping of similar claims in different classes’ is 
permitted so long as the classification is ‘reasonable.’”). 

10 Id. at 159. 

11 See In re Greate Bay Hotel & Casino, Inc., 251 B.R. 213, 224 (Bankr. D.N.J. 2000). 

12 See, e.g., In re Heritage Org., L.L.C., 375 B.R. 230, 302 (Bankr. N.D. Tex. 2007) (rejecting 
challenge to classification scheme where voting results would be the same regardless of whether 
classes were combined or separate); In re New Midland Plaza Assocs., 247 B.R. 877, 892 (Bankr. 
S.D. Fla. 2000) (“The Court holds that because the City, like the general trade creditors, voted in 
favor of the Plan, the issue of gerrymandering is moot, i.e., if the classes were combined, the 
Debtor would still have an impaired accepting class, and only one such class is necessary under 
§ 1129(a)(10).”); In re Dow Corning Corp., 244 B.R. 634, 645 n.5 (Bankr. E.D. Mich. 1999) 
(noting that a conclusion of gerrymandering would be counterintuitive where 24 of 33 classes had 
voted to accept a plan, most by overwhelming margins); Beal Bank, S.S.B. v. Way Apts., D.T. (In 
re Way Apts., D.T.), 201 B.R. 444, 451, 451 n.6 (N.D. Tex. 1996) (finding that separation of 
claims of large trade creditors and small trade creditors into two separate classes did not 
constitute gerrymandering because the “votes of the combined class would have resulted in 
acceptance”). See also In re Abeinsa Holding, Inc., 562 B.R. 265, 274–75 (Bankr. D. Del. 2016) 
(rejecting challenge to separate classification in part on the basis that, even without the challenge 
classification, the voting results would not change). 
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21. The Plan’s classification of Claims and Interests satisfies the requirements 

of section 1122 because the Claims or Interests in each Class are substantially similar to the other 

Claims or Interests in such Class.  Furthermore, the separate classification of the SHI and SALIC 

TruPS Claims (Classes 4 and 6, respectively) from the SHI and SALIC General Unsecured 

Claims (Classes 5 and 7, respectively) is reasonable because holders of TruPS Claims and 

General Unsecured Claims have interests that are “sufficiently distinct and weighty to merit a 

separate voice in the decision whether the proposed reorganization should proceed.”13  

Specifically, the holders of TruPS Claims hold long-term instruments with repayment of 

principal due 30 years after issuance, while the holders of General Unsecured Claims are 

predominately trade creditors who extended credit to the Debtors in the ordinary course of 

business with much shorter repayment terms.  In similar circumstances, this Court has approved 

of separate classification of long-term instruments from general unsecured claims or trade 

claims.14  Furthermore, because all voting Classes have unanimously accepted the Plan, any 

hypothetical challenge to the classification scheme is moot, as any change in the classification 

scheme would not affect the voting results or the existence of an impaired, accepting class.  

22. For these reasons, the Debtors submit that the Plan’s classification scheme 

is necessary, reasonable and appropriate under the facts and circumstances of the Chapter 11 

Cases and applicable Third Circuit law, and should be approved. 

                                                 
13 Coastal Broad. Sys., Inc., 570 F. App’x at 193. 

14 E.g., In re Coram Healthcare Corp., 315 B.R. 321, 348 (Bankr. D. Del. 2004) (upholding 
separate classification of unsecured noteholders and trade creditors). 
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2. The Plan Satisfies the Mandatory Plan 
Requirements of Section 1123 of the Bankruptcy 
Code.  

a. The Plan Satisfies the Requirements of 
Sections 1123(a)(1)-(3) of the Bankruptcy 
Code.  

23. Sections 1123(a)(1)-(3) of the Bankruptcy Code require a plan to 

designate classes of claims and interests and specify whether each class of claims or interests is 

impaired or unimpaired under the plan.  11 U.S.C. § 1123(a)(1)-(3).  The Plan designates ten 

Classes of Claims and Interests, and identifies Classes 1, 2, 3 and 10 as Unimpaired and Classes 

4, 5, 6, 7, 8 and 9 as Impaired.  Accordingly, the Plan complies with sections 1123(a)(1)-(3) of 

the Bankruptcy Code. 

b. The Plan Provides for the Same Treatment 
for Claims or Interests within the Same 
Class as Required by Section 1123(a)(4) of 
the Bankruptcy Code.  

24. Section 1123(a)(4) of the Bankruptcy Code requires that the Plan “provide 

the same treatment for each claim or interest of a particular class, unless the holder of a particular 

claim or interest agrees to a less favorable treatment of such particular claim or interest.”  11 

U.S.C. § 1123(a)(4).  The Plan meets this requirement because Holders of Allowed Claims or 

Interests will receive the same rights and treatment as other Holders of Allowed Claims or 

Interests in the same class. 

c. The Plan Provides Adequate Means for Its 
Implementation as Required by Section 
1123(a)(5) of the Bankruptcy Code.  

25. Section 1123(a)(5) of the Bankruptcy Code requires that the Plan provide 

“adequate means” for its implementation.  11 U.S.C. § 1123(a)(5).  Article VI of the Plan, as 

well as other provisions thereof, provide for the means by which the Plan will be implemented.  

Case 18-10160-LSS    Doc 451    Filed 08/17/18    Page 21 of 62



12. 
 

 

Among other things, Article VI of the Plan, and the exhibits, attachments, and Plan Supplement 

and Disclosure Statement: (a) provide for the closing of the Stock Purchase Agreement; (b) 

authorize the funding and use of the Plan Funding Payment and the funding of the 

Recapitalization Funding Payment; (c) authorize New Equity to be issued and distributed by 

Ludlow Holdings (Cayman) Ltd (“Ludlow”), as New Holdco; (d) authorize the Debtors to 

execute the Distribution Trust Agreement; (e) provide for the appointment of the officers and 

directors of the Reorganized Debtor; (f) authorize the cancellation of agreements, securities and 

other documents relating to TruPS transaction and the SFL Note; and (g) provide for the 

compromises and settlements described in Section VII.K.1 of the Disclosure Statement and 

Section 10.1 of the Plan. 

d. The Plan Prohibits the Issuance of Non-
Voting Equity Securities as Required by 
Section 1123(a)(6) of the Bankruptcy Code.  

26. Section 1123(a)(6) of the Bankruptcy Code requires that the charter of the 

debtor, or the surviving corporation if the debtor is transferring all of its property or merging or 

consolidating with another entity, contain a provision prohibiting the issuance of nonvoting 

equity securities.  11 U.S.C. § 1123(a)(6).  Pursuant to the Plan, Ludlow, a newly-formed entity 

created by the Purchaser, is acquiring the Debtors (and certain of their non-Debtor affiliates as 

specified in the Plan).  Following the Effective Date, Ludlow will be the immediate parent 

company of Reorganized SALIC.  New Equity issued under the Plan is being issued in Ludlow.  

Ludlow’s corporate organizational document,15 a copy of which is included in the Plan 

Supplement as Annex B-2, contains a prohibition on the issuance of non-voting securities, 

                                                 
15 Ludlow is organized under the law of the Cayman Islands, and the formal title of its 

organizational document is the Companies Law (As Amended) Company Limited by Shares 
Amended and Restated Articles of Association of Ludlow Holdings (Cayman) Ltd.  See Plan 
Supplement, Annex B-2. 
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thereby satisfying the requirements of section 1123(a)(6) of the Bankruptcy Code.   Moreover, as 

no eligible Creditors other than affiliates of the Purchaser made the New Equity Election under 

the Plan, any concerns about the allocation of voting power do not arise under the Plan. 

e. The Plan Contains Appropriate Provisions 
with Respect to the Selection of Post-
Confirmation Directors and Officers as 
Required by Section 1123(a)(7) of the 
Bankruptcy Code.  

27. Section 1123(a)(7) of the Bankruptcy Code requires that the Plan’s 

provisions with respect to the manner of selection of any director, officer or trustee, or any other 

successor thereto, be “consistent with the interests of creditors and equity security holders and 

with public policy.”  11 U.S.C. § 1123 (a)(7).  Section 6.4(b) of the Plan and the New Corporate 

Governance Documents, attached as Exhibit B to the Plan Supplement, outline the manner of 

selecting the directors and officers of the Reorganized Debtors and Ludlow, which accords with 

Applicable Law, the Bankruptcy Code, the interests of creditors and equity security holders, and 

public policy. 

3. The Plan Appropriately Contains Certain 
Discretionary Components Permitted by Section 
1123(b) of the Bankruptcy Code.  

28. Section 1123(b) of the Bankruptcy Code sets forth permissive components 

that may be incorporated into a chapter 11 plan.  Each provision of the Plan is consistent with 

section 1123(b), as follows:  

(a) As permitted by section 1123(b)(1) of the Bankruptcy Code, and as 
described above, the Plan provides that (i) Classes 1, 2, 3 and 10 are 
Unimpaired and (ii) Classes 4, 5, 6, 7, 8 and 9 are Impaired; 

(b) As permitted by section 1123(b)(2) of the Bankruptcy Code, and as 
detailed further below, the Plan provides for the assumption of all 
Executory Contracts and Unexpired Leases, except to the extent 
previously assumed or rejected, subject to a separate motion to assume 
or reject, designated as a contract or lease to be rejected on the 
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Rejection Schedule (as may be amended through the Effective Date), 
or subject of a pending Assumption Dispute; 

(c) As permitted by section 1123(b)(3) of the Bankruptcy Code, and as is 
described in further detail below, Section 10.2 of the Plan provides for 
a release of certain claims and causes of action owned by the Debtors 
and for the retention of certain claims and causes of action owned by 
the Debtors, all as specified therein; 

(d) As permitted by section 1123(b)(4) of the Bankruptcy Code, the Plan 
provides for the sale of the Debtors to the Purchaser in exchange for, 
among other things, the Plan Funding Payment, and the Plan provides 
that the Plan Funding Payment, less certain required payments as 
provided in the Plan, will placed in the Distribution Trust for 
distribution to the holders of Claims against the Debtors;   

(e)  As permitted by section 1123(b)(5) of the Bankruptcy Code, and as 
described above, the Plan modifies the rights of Holders of Claims or 
Interests in the Impaired Classes, and leaves unaffected the rights of 
Holders of Claims or Interests in the Unimpaired Classes; and 

(f) As permitted under section 1123(b)(6) of the Bankruptcy Code, a plan 
may include other appropriate provisions not inconsistent with the 
applicable provisions of the Bankruptcy Code.  Consistent with section 
1123(b)(6), and as described further below, the Plan also provides that 
the offer, issuance, and distribution of New Equity and beneficial 
interests in the Distribution Trust pursuant to the Plan shall be exempt 
from registration, pursuant to section 1145 of the Bankruptcy Code 
and section 4(a)(2) of the Securities Act and Regulation D thereunder.  
Furthermore, consistent with section 1123(b)(6) of the Bankruptcy 
Code, and as described further below, Article X of the Plan contains 
settlement, release, exculpation, discharge, and  injunctive provisions 
that are not inconsistent with the applicable provisions of the 
Bankruptcy Code and are essential to the reorganization. 

a. The Debtors’ Proposed Assumption and 
Rejection of Executory Contracts and 
Unexpired Leases Pursuant to the Plan is an 
Appropriate Exercise of the Debtors’ 
Business Judgment and Should Be 
Approved.  

29. Under section 1123(b)(2) of the Bankruptcy Code, “a plan may, subject to 

section 365, provide for the assumption, rejection, or assignment of any executory contract or 

unexpired lease of the debtor not previously rejected.”  11 U.S.C. § 1123(b)(2).  Section 365(a) 
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of the Bankruptcy Code provides that a debtor, subject to the court’s approval, may assume or 

reject any executory contract or unexpired leases.  Bankruptcy courts general approve of a 

debtor’s decision to assume, assume and assign, or reject executory contracts or unexpired leases 

where such decision is made in the exercise of such debtor’s sound business judgment and 

benefits its estate.16  The business judgment standard requires that the court approve the debtor’s 

business decision unless that judgment is the product of bad faith, whim or caprice.17   

30. As described above and in Article VIII of the Plan, the Debtors have 

exercised their business judgment to assume all Executory Contracts and Unexpired Leases, 

subject to the applicable exceptions under Article VIII of the Plan.  The Debtors, except as 

otherwise agreed to by the parties or ordered by the Court, will, pursuant to the Plan, Cure any 

and all undisputed defaults under any Executory Contract or Unexpired Lease assumed pursuant 

to the Plan in accordance with Section 8.5 of the Plan and the Schedule of Potentially Assumed 

Contracts and Leases filed on July 20, 2018 (D.I. 409).   

31. The Debtors’ decisions regarding Executory Contracts and Unexpired 

Leases are the result of the exercise of the Debtors’ sound business judgment, and are not the 

product of bad faith, whim or caprice.  In particular, the Debtors reviewed their Executory 

Contracts and Unexpired Leases and determined, in a good faith exercise of their business 

judgment, that assuming the Executory Contracts and Unexpired Leases (and rejecting any 

contract or lease identified on the Rejection Schedule (as may be amended through the Effective 

Date)) is in the best interests of their Estates.  Additionally, the Debtors have complied with the 

                                                 
16 See, e.g., Sharon Steel Corp. v. Nat’l Fuel Gas Distrib. Corp., 872 F.2d 36, 39 (3d Cir. 1989); see 

also N.L.R.B. v. Bildisco & Bildisco (In re Bildisco), 682 F.2d 72, 79 (3d Cir. 1982), aff’d, 465 
U.S. 513 (1984); In re ANC Rental Corp., Inc., 278 B.R. 714, 723 (Bankr. D. Del. 2002).   

17 See In re Trans World Airlines, Inc., 261 B.R. 103, 121 (Bankr. D. Del. 2001); see also Lubrizol 
Enter., Inc. v. Richmond Metal Finishers, Inc., 756 F.2d 1043, 1047 (4th Cir. 1985).   
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procedures set out in Article VIII with respect to providing notice to counterparties of Executory 

Contracts and Unexpired Leases.  Moreover, no counterparty to an Executory Contract or 

Unexpired Lease has objected to the treatment of such contract or lease.18 

32.  Accordingly, the assumption and/or rejection of Executory Contracts and 

Unexpired Leases under the Plan should be approved. 

b. New Equity and Beneficial Interests in the 
Distribution Trust will be Issued Under 
Section 1145(a) of the Bankruptcy Code or 
Other Applicable Securities Law 
Exemption, and Their Issuance Should Be 
Approved.  

33. As permitted under section 1123(b)(6) of the Bankruptcy Code, a plan 

may include other appropriate provisions not inconsistent with the applicable provisions of the 

Bankruptcy Code.  In accordance with section 1123(b)(6) of the Bankruptcy Code, the Plan 

provides that the offer, issuance, and distribution of New Equity and beneficial interests in the 

Distribution Trust pursuant to the Plan shall be exempt from registration, pursuant to section 

1145 of the Bankruptcy Code and section 4(a)(2) of the Securities Act and Regulation D 

thereunder.19  The issuance of beneficial interests in the Distribution Trust to creditors of the 

Debtors qualifies for exemption under section 1145 of the Bankruptcy Code because such 

interests are issued in exchange for claims against the Debtors.20  11 U.S.C. § 1145(a)(1)(A).  

                                                 
18 As discussed below, SLD, by the SLD Limited Objection, has asserted that it is party to an 

executory contract with the Debtors that must be assumed or rejected.  For the reasons discussed 
herein, such agreement it not executory and the SLD Limited Objection should be overruled. 

19 Section 4(a)(2) of the Securities Act and Regulation D provide exemptions from registration for 
certain issuances of securities not offered to the public, such as a private placement to an 
accredited investor or qualified institutional buyer.   

20  While the Hildene Master Funds elected New Equity, for administrative and convenience 
purposes, they will be deemed to have made the election to receive Cash to simplify the 
administration and implementation of Distributions by the Distribution Trust.    
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New Equity issued to the Purchaser under the Plan qualifies for exemption under section 4(a)(2) 

of the Securities Act because the Purchaser is an “accredited investor” as that term is defined in 

Rule 501(a) of Regulation D under the Securities Act.   

c. The Plan’s Compromise, Release, 
Exculpation, Discharge, and Injunction 
Provisions are Necessary, Appropriate and 
Comport with Applicable Law.  

34. Article X of the Plan includes provisions covering: (i) the compromise and 

settlement of Claims, Interests, and controversies; (ii) releases by the Debtors in favor of certain 

parties in interest (the “Debtor Releases”); (iii) releases by certain Holders of Claims and 

Interests of certain parties in interest (the “Third Party Releases”); (iv) an exculpation provision; 

(v) a discharge; and (vi) an injunction provision prohibiting parties from pursuing Claims or 

Interests discharged or otherwise released under the Plan.  As set forth in full detail in the 

Disclosure Statement and the Plan, these compromises, releases, exculpations, discharges and 

injunctions comply with the Bankruptcy Code and applicable non-bankruptcy law, and are 

necessary and integral components of the Plan.  The releases in the Plan are in exchange for, and 

are supported by, fair, sufficient and adequate consideration provided by the parties receiving 

such releases, and are a good faith compromise of the Claims released.  As is customary, the 

releases do not extend to Claims arising out of or relating to any act or omission of a Released 

Party that constitutes willful misconduct, actual fraud or gross negligence as determined by a 

Final Order.  Additionally, the Debtor Releases and the Third Party Releases are substantially 

consistent with release provisions in plans confirmed by this Court.  Moreover, the Debtors 

believe that the releases set forth in the Plan are consensual based on the voting results.21  As 

                                                 
21 As noted below, by the SLD Limited Objection, SLD objected to and opted out of the Third Party 

Releases to the extent it would “limit SLD’s ability to pursue collection of the Reimbursement 
Obligations from a non-debtor . . .” As SLD has opted out of the Third Party Releases, such 
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such, the compromises, releases, exculpations, discharges, and injunctions are appropriate and 

should be approved.22   

(i) The Compromise and Settlement of 
Claims, Interests, and Controversies 
is Appropriate.     

35. As discussed at length in Section VII.K.1 of the Disclosure Statement, the 

Plan incorporates and is predicated upon the good-faith compromise and settlement of (i) any 

disputes regarding the appropriate allocation of general and administrative costs across the 

Debtors’ assets, (ii) any disputes regarding the allocation of the Plan Funding Payment and any 

other value received by the Debtors under the Stock Purchase Agreement between the Debtors’ 

Estates, and (iii) any disputes regarding whether and, if so, to what extent the Debtors’ assets and 

liabilities should be pooled for voting, distribution and other purposes into a single, substantively 

consolidated estate. 

36. As the Debtors acknowledged in the Disclosure Statement, litigation over 

these matters likely would be expensive and protracted, thereby jeopardizing the Debtors’ ability 

to successfully reorganize and substantially reducing any prospect of meaningful distributions 

for the Debtors’ Creditors.  Further, the Debtors acknowledge the existence of colorable 

arguments that could be made by parties in interest to support differing positions with respect to 

the foregoing matters.  Although such arguments each have various factual and legal strengths 

                                                 
(. . . continued) 

releases are not effective as to SLD under the terms of the Plan, and the Third Party Releases are 
consensual as to all to whom they are effective. 

22 See, e.g., In re PWS Holding Corp, 228 F.3d 224, 245 (3d Cir. 2000); In re Indianapolis Downs, 
LLC, 486 B.R. 286, 303 (Bankr. D. Del. 2013); U.S. Nat’l Bank Assoc. v. Wilmington Trust Co. 
(In re Spansion, Inc.), 426 B.R. 114, 142 (Bankr. D. Del 2010); In re Zenith Elecs. Corp., 241 
B.R. 92, 110–11 (Bankr. D. Del. 1999).   
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and weaknesses, the timing and outcome of any attempt to litigate such disputes is not free from 

doubt.   

37. By way of example, allocating asset value between the Debtors’ Estates is 

a complex and difficult task that, in the absence of the proposed settlements embodied in the 

Plan, would put the Debtors’ reorganization at risk.  On the one hand, arguments exist that 

significant value from the restructuring transactions should be allocated to SHI’s estate because 

SHI is the direct holder of 100% of the Interests in SRUS, a Delaware chartered reinsurance 

company.  On the other hand, arguments exist that the existing Interests in SRUS have value 

only because of the existence of SALIC and the retrocession arrangements that exist between 

SALIC and SRUS.  These competing arguments are discussed further in the Disclosure 

Statement at Section VII.K.1. 

38. After due deliberation and consideration of various alternatives for 

implementing Distributions to Holders of Allowed Claims under the Plan, the Debtors have 

determined in the exercise of their sound business judgment that it would be prohibitively 

difficult and expensive to attempt an allocation of the Plan Funding Payment and other available 

assets between the Debtors’ Estates.  Taking into account the time constraints under which these 

Chapter 11 Cases are being conducted, the relatively small amount of funds relative to the size of 

the overall pools of Claims subject to compromise under the Plan and the aforementioned 

expense and difficulty of attempting an allocation of distributable value between the Debtors’ 

Estates, the Debtors proposed the Plan settlement set out in Section VII.K.1. of the Disclosure 

Statement and Section 10.1 of the Plan.  

39. Under the express terms of the Disclosure Statement, the Plan is deemed a 

motion to approve the good-faith compromise and settlement of all such Claims, Interests, and 
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controversies pursuant to Bankruptcy Rule 9019, and the entry of the Confirmation Order shall 

constitute the Court’s approval of the compromise or settlement of all such Claims, Interests, and 

controversies, as well as a finding by the Court that such compromise or settlement is in the best 

interests of the Debtors, their Estates, and Holders of Claims and Interests and is fair, equitable, 

and reasonable.   

40. Under section l123(b)(3)(A) of the Bankruptcy Code and Rule 9019 of the 

Bankruptcy Rules, the compromise and settlement, described in the Disclosure Statement and 

Plan, should be approved because it represents a reasonable compromise that is in the collective 

best interests of all constituencies in light of the risks of continued litigation. The settlement need 

not afford the best possible recovery to any particular constituency, but instead need only 

represent a recovery that falls within a reasonable range of litigation possibilities.  The Debtors 

believe that the foregoing settlement, which does not allow either SALIC or SHI Creditors to 

receive all that they would like to receive, falls within a reasonable range of litigation outcomes 

and is in the collective best interest of all stakeholders in light of the costs, delay, and risks of 

litigation.  Accordingly, the settlement and compromise embodied in the Plan should be 

approved. 

(ii) The Debtor Releases are Necessary 
and Appropriate.    

41. Section 1123(b)(3)(A) specifically provides that a chapter 11 plan may 

provide for “the settlement or adjustment of any claim or interest belonging to the debtor or to 

the estate.”  11 U.S.C. § 1123(b)(3)(A).  Settlements pursuant to a plan are generally subject to 

the same standard applied to settlements under Bankruptcy Rule 9019.23  The Third Circuit 

                                                 
23 See Coram Healthcare, 315 B.R. at 334.   
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applies a four factor balancing test for considering settlements under Bankruptcy Rule 9019, 

weighing:24 

a. the probability of success in litigation; 

b. the likely difficulties in collection; 

c. the complexity of the litigation involved, and the expense, inconvenience 
and delay necessarily attending it; and 

d. the paramount interest of the creditors. 

Under the Plan, the Debtors propose to release certain parties—the Released Parties25—from 

claims or causes of action that the Debtors may have.  A plan that proposes to release a claim or 

a cause of action belonging to a debtor is considered a settlement for purposes of satisfying 

section 1123(b)(3)(A).26    

42. The Debtor Releases in the Plan represent a valid settlement of any Claims 

the Debtors may have against the Released Parties pursuant to section 1123(b)(3)(A) and 

Bankruptcy Rule 9019.  The Debtors believe that pursuing Claims, if any, against the Released 

Parties would not be in the best interest of their various stakeholders because the costs involved 

would likely outweigh any potential benefit from pursuing such Claims, and could have 

deleterious effects to the extent that they result in indemnity, advancement or contribution claims 

asserted back against the Debtors or the Reorganized Debtors.  Moreover, the Released Parties 

were integral to the development of the Plan and expected a release in exchange for their 

                                                 
24 Myers v. Martin (In re Martin), 91 F.3d 389, 393 (3d Cir. 1996). 

25 Under the Plan, the Released Parties “means: (a) the Debtors; (b) the Reorganized Debtors; (c) 
the Official Committee (including the current and former Official Committee members in their 
capacities as such); (d) the Purchaser; (e) the Stalking Horse; (f) the Joint Liquidators; (g) SRGL; 
(h) the Voting Agent; and (i) for each of the foregoing, all of their respective Representatives; 
provided, however, that ‘Released Parties’ specifically excludes the SRGL Equity Holders, and 
their respective Representatives, in their capacity as such.”  

26 See, e.g., Coram Healthcare, 315 B.R. at 334. 
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contributions to the Debtors and their Chapter 11 Cases, as further described below.  For these 

reasons, the Debtor Releases meet the standard for approval of a settlement under Martin and 

Bankruptcy Rule 9019.   

43. In making the determination of whether a release by the debtor is proper, 

some bankruptcy courts also employ the “Master Mortgage” factors in addition to the 

Bankruptcy Rule 9019 settlement framework discussed above.  The Master Mortgage factors 

look at whether: (1) an identity of interest between the debtor and the third party, such that a suit 

against the non-debtor is, in essence, a suit against the debtor or will deplete assets of the estate; 

(2) substantial contribution by the non-debtor to the reorganization; (3) the essential nature of the 

releases or injunction to the reorganization to the extent that, without the releases or injunction, 

there is little likelihood of success; (4) an agreement by a substantial majority of creditors to 

support the releases or injunction, specifically if the impacted class or classes “overwhelmingly” 

votes to accept the plan; and (5) provision in the plan for payment of all or substantially all of the 

claims of the class or classes affected by the injunction.27  

44. Importantly, “[t]hese factors are neither exclusive nor conjunctive 

requirements, but simply provide guidance in the [c]ourt’s determination of fairness.”28  When 

evaluating a release of a claim of the estate, the release should be approved if it “is a valid 

                                                 
27 In re Master Mortgage Inv. Fund, Inc., 168 B.R. 930, 935 (Bankr. W.D. Mo. 1994); Zenith, 241 

B.R. at 110; see also In re Washington Mut. Inc. (Wash. Mut. I), 442 B.R. 314, 346 (Bankr. D. 
Del. 2013); Spansion, 426 B.R. 142–43 n.47. 

28 Wash. Mut. I, 442 B.R. at 346; Indianapolis Downs, 486 B.R. at 305 (approving debtor’s releases 
though not all factors were met); see also In re Exide Techs., 303 B.R. 48, 72 (Bankr. D. Del. 
2003). 
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exercise of the debtor’s business judgment, is fair, reasonable, and in the best interests of the 

estate.”29  

45. The proposed release by the Debtors of third parties is fully consistent 

with the Master Mortgage factors.  

46. First, an identity of interest exists among all Released Parties.  This factor 

is satisfied when the debtor and released party share a common goal of achieving the successful 

reorganization of the debtor.30  The Debtors, the Reorganized Debtors, the Official Committee, 

the Purchaser, the Hildene Master Funds, the Stalking Horse, the Joint Liquidators, SRGL, the 

Voting Agent, and their respective Representatives, share an interest in the successful 

confirmation of the Plan and reorganization of the Debtors.  Additionally, the Released Parties 

may have rights to indemnification or contribution from the Debtors, such that a suit against the 

Released Parties could expose the Debtors or the Reorganized Debtors to liability, thereby 

imperiling the Debtors’ reorganization.31  Thus, if the Debtor Releases were not granted, any 

claims against them could, in essence, become a claim against the Debtors, thus imposing 

additional costs upon the Estates and the Reorganized Debtors. 

47. Second, the Debtor Releases are predicated upon substantial contributions 

made by the Released Parties. The Released Parties played an invaluable role in negotiation and 

formulation of the Plan and related agreements.  The Debtors’ Representatives have made 

substantial contributions to the reorganization, including more than a year’s work toward 

formulating, negotiating, and implementing the Debtors’ restructuring.  The Purchaser, the 

                                                 
29 Spansion, 426 B.R. at 143. 

30 See, e.g., Zenith, 241 B.R. at 110. 

31 See, e.g., Indianapolis Downs, 486 B.R. at 303 (“An identity of interest exists when, among other 
things, the debtor has a duty to indemnify the nondebtor receiving the release.”). 
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Hildene Master Funds, and their Representatives are providing the substantial funding and 

transactions in the form of, among other things, the Plan Funding Payment and the 

Recapitalization Funding Payment that are necessary to effectuate the reorganization and make 

meaningful distributions to Creditors.  The Stalking Horse and its Representatives made 

substantial contributions in not only setting the “floor” bid for the Debtors’ postpetition 

marketing process and giving the market and the Debtors’ trade creditors and employees the 

confidence that comes with having a stalking horse plan bid versus a “free fall” bankruptcy, but 

also in assisting the Debtors with devising and implementing the complex, multi-party, multi-

national transaction structure necessary in these Chapter 11 Cases.  The Joint Liquidators, SRGL, 

and their Representatives also made substantial and invaluable contributions through their 

agreements in the Restructuring Implementation Agreement and their cooperation, including by 

agreeing to contribute the equity of SALIC, which is an indispensable step in effectuating the 

Debtors’ reorganization.32  Similarly, the Voting Agent provided key contributions in navigating 

the complex, multi-tiered TruPS structures so as to ensure that the beneficial holders of the 

TruPS were properly solicited and had their voices heard and counted in the Debtors’ 

reorganization process.   

48. Third, the Debtor Releases are essential to the Plan itself. Without the 

Debtor’s release of the third parties, the Debtors do not believe that the manifest benefits arising 

under the Plan would be possible.  For example, the Debtors do not believe that many of the 

parties would have participated in the process in the manner they have done without the 

expectation of the Debtor Releases.  For example, the Restructuring Implementation Agreement 

requires that the Plan contain mutual releases among the Debtors, SRGL, the Joint Liquidators, 

                                                 
32 The Plan specifically carves out from the Debtor Releases the SRGL Equity Holders, and their 

respective Representatives, in their capacity as such.  
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the Purchaser, the Stalking Horse, and their respective Representatives.  The Stock Purchase 

Agreement contains a similar requirement.  Put simply, the Debtor Releases are and have always 

been an essential term of the reorganization, and without the Debtor Releases, the Released 

Parties could seek to back out of their substantial commitments that are necessary to the Debtors’ 

reorganization.  Thus, the Debtor Releases are integral and essential to the success of the Plan 

and the Debtors’ reorganization.   

49. Fourth, the voting Creditors unanimously voted to accept the Plan and no 

party objected to the Debtor Releases. 

50. Fifth, the Plan provides for a significant recovery for Creditors, and is far 

more favorable to any alternative, including a chapter 7 liquidation, which would lead to far less 

favorable recoveries as described further below.  

51. For the foregoing reasons, the Debtors submit that the Master Mortgage 

factors have been satisfied under the Plan.  Accordingly, the Debtor Releases are the result of the 

exercise of the Debtors’ sound business judgment, are fair and reasonable, and are in the best 

interests of all parties, and should be approved. 

(iii) The Third Party Releases are 
Consensual and Should Be 
Approved.     

52. “Courts have determined that a third party release may be included in a 

plan if the release is consensual and binds only those creditors voting in favor of the plan.”33    

                                                 
33 Spansion, 426 B.R. at 144; Indianapolis Downs, 486 B.R. at 305 (“Courts in this jurisdiction have 

consistently held that a plan may provide for a release of third party claims against a non-debtor 
upon consent of the party affected.”). 
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Courts in this district have also held that “deemed” acceptance by an unimpaired class and 

abstention from voting constitute consent to the Plan’s third-party release provisions.34   

53. The Third Party Releases in the Plan comport with the case law in this 

district on consensual third party releases because the only parties who are granting the Third 

Party Releases are (i) parties who are Unimpaired under the Plan, (ii) parties who timely 

submitted a ballot and did not opt out of the Third Party Releases, (iii) parties who abstained 

from voting and did not opt out of or object to the Third Party Releases, (iv) and the Purchaser, 

the Joint Liquidators, and SRGL.  Other than SLD abstaining from voting and filing the SLD 

Limited Objection objection, no party checked the box on its Ballot to opt-out of the Third Party 

Releases, voted to reject the Plan, or objected to the Plan.  Accordingly, the Third Party Releases 

proposed in the Plan are fully consensual and should be approved. 

(iv) The Plan’s Exculpation Provision 
Comports with Applicable Law and 
Should be Approved.    

54. The Plan’s exculpation provision is narrowly tailored and limited to 

parties who served in a fiduciary capacity in connection with the Debtors’ Chapter 11 Cases.  

Specifically, “Exculpated Parties” is defined to mean (a) the Debtors, (b) the Reorganized 

Debtors, (c) the Official Committee, (d) the Voting Agent, and (e) for each of the foregoing, their 

respective Representatives, but only to the extent they held such office or capacity during the 

                                                 
34 See, e.g., Indianapolis Downs, 486 B.R. at 305 (holding that the third-party release may properly 

be characterized as consensual as to deemed accepting classes and abstaining creditors); 
Spansion, 426 B.R. at 144 (same); but see Wash. Mut. I., 442 B.R. at 352 (requiring affirmative 
consent); see also In re Millennium Lab Holdings II, LLC, 543 B.R. 703, 714 (Bankr. D. Del. 
2016) (noting agreement with Indianapolis Downs and Spansion approaches to authorizing third 
party releases). 
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Chapter 11 Cases.35  Additionally, the scope of the exculpation provision is limited to customary 

activities related to the Plan, Disclosure Statement, and related restructuring agreements and 

transactions, and other acts or omissions during the administration of the Debtors’ Estates or in 

contemplation of the Chapter 11 Cases.  Moreover, the exculpation provision explicitly carves 

out willful misconduct, actual fraud, or gross negligence as determined by a Final Order.  

Furthermore, no party has objected to or opposed the Plan’s exculpation provision.  Accordingly, 

the Debtors submit that the Plan’s exculpation provision comports with applicable law and 

practice in this District, and should be approved. 

(v) The Plan’s Discharge Provision 
Comports with Applicable Law and 
Should be Approved.    

55. Section 1141(d) of the Bankruptcy Code provides that confirmation of a 

plan discharges the debtor from a debt that arose or is deemed to arise before the date of such 

confirmation, whether or not (i) a proof of claim based on such debt was filed, (ii) such claim is 

allowed or disallowed, or (iii) the holder of such claim has voted to accept the plan.  11 U.S.C. 

§ 1141(d).  Section 1141(d) applies when the debtor is reorganizing under the plan, but does not 

apply when the debtor is liquidating and the debtor will not engage in business after 

consummation of the plan.  Id. §§ 1141(d)(1), (3). 

56. Here, the Debtors are reorganizing and will continue to engage in business 

after consummation of the Plan.  Accordingly, the Debtors are entitled to a discharge under 

section 1141(d) of the Bankruptcy Code.  Section 10.4(a) of the Plan, the Plan’s discharge 

provision, is consistent with the discharge afforded by section 1141(d) of the Bankruptcy Code 

                                                 
35 The Plan specifically provides that the SRGL Equity Holders shall not be an Exculpated Party or 

a Representative of an Exculpated Party. 
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and the discharge provisions of chapter 11 plans confirmed in other cases before this Court.  

Accordingly, the Plan’s discharge provision should be approved. 

(vi) The Plan’s Injunction Provision 
Comports with Applicable Law and 
Should be Approved.    

57. Section 10.4(d) of the Plan includes a provision enjoining parties from 

pursuing Claims discharged or Interests terminated under the Plan.  This injunction provision is 

necessary to implement the Debtors’ reorganization, to give effect to the discharge of the 

Debtors pursuant to section 1141 of the Bankruptcy Code and to preserve and enforce the Debtor 

Releases, the Third Party Releases and the exculpation provision, and is appropriately tailored to 

achieve these purposes. The injunction provision also is a key component of the ultimate 

reorganization, and is similar to those previously approved in this District. Accordingly, the 

Debtors submit that the Plan’s injunction provision should be approved. 

4. The Plan Complies with Section 1123(d) of the 
Bankruptcy Code.  

58. Section 1123(d) of the Bankruptcy Code states that “if it is proposed in a 

plan to cure a default the amount necessary to cure the default shall be determined in accordance 

with the underlying agreement and applicable nonbankruptcy law.”  11 U.S.C. § 1123(d).  

Subject to certain limitations, Section 8.5 of the Plan provides for the satisfaction of monetary 

defaults, if any, under each Executory Contract and Unexpired Lease to be assumed or assumed 

and assigned pursuant to the Plan, by payment of the Cure Amount in Cash within thirty (30) 

days after the Effective Date.  Accordingly, the Plan complies with section 1123(d) of the 

Bankruptcy Code. 
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B. The Plan Complies with Section 1129(a)(2) of the 
Bankruptcy Code. 

59. The Debtors satisfy section 1129(a)(2) of the Bankruptcy Code, which 

requires that the proponent of a plan comply with the applicable provisions of the Bankruptcy 

Code.  The legislative history of section 1129(a)(2) of the Bankruptcy Code indicates that this 

provision is intended to encompass the disclosure and solicitation requirements set forth in 

Sections 1125 and 1126 of the Bankruptcy Code.36  As discussed above, the Debtors have 

complied with sections 1125 and 1126 of the Bankruptcy Code regarding disclosure and 

solicitation of the Plan. 

C. The Plan Has Been Proposed in Good Faith Pursuant to 
Section 1129(a)(3) of the Bankruptcy Code. 

60. Section 1129(a)(3) of the Bankruptcy Code requires that “[t]he plan has 

been proposed in good faith and not by any means forbidden by law.” 11 U.S.C. § 1129(a)(3).  In 

the Third Circuit, the “good faith” requires that a “plan be ‘proposed with honesty, good 

intentions and a basis for expecting that a reorganization can be effected with results consistent 

with the objectives and the purposes of the Bankruptcy Code.’”37 Bankruptcy Rule 3020(b)(2) 

provides that the Court may confirm the Plan without hearing evidence specifically addressing 

the requirements of section 1129(a)(3), so long as no objection has been filed on such grounds.  

See Fed. R. Bankr. P. 3020(b)(2).  No such objection has been filed. 

                                                 
36 S. Rep. No. 95-989, at 26 (1978); H.R. Rep. No. 95-595, at 407 (1977) (“Paragraph (2) [of 

section 1129(a)] requires that the proponent of the plan comply with the applicable provisions of 
chapter 11, such as section 1125 regarding disclosure.”); see In re Lapworth, 1998 WL 767456, at 
*3 (Bankr. E.D. Pa. Nov. 2, 1998) (“The legislative history of § 1129(a)(2) specifically identifies 
compliance with the disclosure requirements of § 1125 as a requirement of § 1129(a)(2).”). 

37 Zenith, 241 B.R. at 107 (quoting In re Sound Radio, Inc., 93 B.R. 849, 853 (Bankr. D.N.J. 1988)); 
see also In re PPI Enters. (U.S.), Inc., 228 B.R. 339, 347 (Bankr. D. Del. 1998) (“[C]ourts have 
held a plan is to be considered in good faith “if there is a reasonable likelihood that the plan will 
achieve a result consistent with the standards prescribed under the Code.”). 
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61. The Plan was proposed with the legitimate and honest purpose of 

maximizing the value of the Estates and to effectuate a restructuring of the Debtors that will 

allow the Debtors to emerge from bankruptcy and continue as a going concern.  Furthermore, the 

Plan is the result of months of good faith, arm’s-length negotiations between, among others, the 

Debtors, the Official Committee, Purchaser, the Hildene Master Funds, the Indenture Trustees, 

the Joint Liquidators, the SFL Receiver, and other Creditors and parties in interest.  The Plan 

negotiation process exhibits the Debtors’ dedication to achieving the best possible result for all 

parties in interest, as the Debtors considered and incorporated input from various parties, and 

amended their Plan multiple times after its initial filing, to secure the optimal treatment for all 

parties in interest under the circumstances.  That the Plan received unanimous support from all 

voting Classes is a testament to, and evidences, the success of the negotiation process, as well as 

the fundamental fairness and good faith of the Plan.  Finally, none of the transactions 

contemplated by the Plan is forbidden by law.  Accordingly, the Plan has been proposed in good 

faith and otherwise satisfies section 1129(a)(3) of the Bankruptcy Code. 

D. The Plan Provides for Bankruptcy Court Approval of 
Payments for Services or Costs and Expenses Pursuant 
to Section 1129(a)(4) of the Bankruptcy Code. 

62. Section 1129(a)(4) of the Bankruptcy Code requires that: 

Any payment made or to be made by the proponent, by the debtor, 
or by a person issuing securities or acquiring property under the 
plan, for services or for costs and expenses in or in connection with 
the case, or in connection with the plan and incident to the case, 
has been approved by, or is subject to the approval of, the court as 
reasonable.   

11 U.S.C. § 1129(a)(4).  This section of the Bankruptcy Code has been construed to require that 

all payments of professional fees that are made from estate assets be subject to review and 
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approval by the bankruptcy court as to their reasonableness.38  Under the Plan, all payments 

made or to be made by the Debtors for services or for costs or expenses in connection with these 

Chapter 11 Cases, including all Professional Fee Claims, have been approved by, or remain 

subject to approval of, the Court as reasonable, thereby satisfying section 1129(a)(4) of the 

Bankruptcy Code.   

63. Furthermore, payment of Indenture Trustee Fees as set out in Section 

4.1(d) of the Plan is not subject to section 1129(a)(4) because the Indenture Trustee Fees are not 

being paid by the Debtors, by any proponent of the Plan (here, the Debtors), or by any person 

issuing securities or acquiring property under the Plan.  Rather, the Indenture Trustee Fees are 

deducted and paid from the distributions to be made pursuant to the applicable TruPS Indentures 

consistent with and in implementation of the Indenture Trustees’ charging liens under the TruPS 

Indentures.  Accordingly, the Plan’s provisions regarding payment of Indenture Trustee Fees do 

not run afoul of section 1129(a)(4) of the Bankruptcy Code. 

E. All Necessary Information Regarding Directors and 
Officers of the Reorganized Debtors Has Been Disclosed 
Pursuant to Section 1129(a)(5) of the Bankruptcy Code. 

64. Section 1129(a)(5) of the Bankruptcy Code requires that: (i) the plan 

proponent disclose the identity and affiliations of the persons proposed to serve as the initial 

directors and officers of the reorganized debtors; (ii) the appointment or continuance of such 

officers or directors be consistent with the interests of creditors, equity security holders and 

public policy; and (iii) the plan proponents disclose the identity of, and the nature of any 

compensation paid to, insiders that will be retained or employed by the reorganized debtors, if 

                                                 
38 In re Drexel Burnham Lambert Grp., Inc., 138 B.R. 723, 760 (Bankr. S.D.N.Y. 1992); In re 

Printing Dimensions, Inc., 153 B.R. 715, 719 (Bankr. D. Md. 1993).   
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any.  See 11 U.S.C. § 1129(a)(5).  The Plan satisfies each of these requirements as set forth 

below. 

65. First, Exhibit D to the Plan Supplement discloses the identities and 

affiliations of each of the individuals that will serve as officers and directors of the Reorganized 

Debtors.  Likewise, Exhibit H to the Plan Supplement discloses the identity and affiliations of 

the initial Distribution Trustee of the Distribution Trust.   

66. Second, the appointment or continuation in office of directors or officers is 

“consistent with the interests of creditors and equity security holders and with public policy.”  11 

U.S.C. § 1129(a)(5)(A)(ii).  This requirement is to ensure that the post-confirmation affairs of the 

successor to the debtor is in “good hands,” which has been interpreted by courts to mean 

individuals with experience in the debtor’s business and industry,39 experience in financial and 

management matters,40 that the debtor and creditors’ committee believe control of the entity by 

proposed individuals will be beneficial,41 and whose appointment does not perpetuate 

incompetence, lack of discretion, inexperience, or affiliation with groups inimical to the best 

interests of the debtor.42  Moreover, “[t]he Debtor should have first choice of its management, 

unless compelling cause to the contrary exists.”43   

67. After the Effective Date, the Reorganized Debtors will be under the 

direction and management of the Debtors’ current directors and officers, all of whom have 
                                                 
39 See Drexel Burnham Lambert Grp., 138 B.R. at 760; In re Rusty Jones, Inc., 110 B.R. 362, 372 

(Bankr. N.D. Ill. 1990); In re Toy & Sports Warehouse, Inc., 37 B.R. 141, 149 (Bankr. S.D.N.Y. 
1984). 

40 See In re Stratford Assocs. Ltd. P’ship, 145 B.R. 689, 696 (Bankr. D. Kan. 1992). 

41 See In re Apex Oil Co., 118 B.R. 683, 704–05 (Bankr. E.D. Mo. 1990). 

42 See In re Beyond.com Corp., 289 B.R. 138, 145 (Bankr. N.D. Cal. 2003). 

43 In re Sherwood Square Assocs., 107 B.R. 872, 878 (Bankr. D. Md. 1989). 
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extensive experience with the Debtors’ business and industry, along with experience in financial 

and management affairs, all as detailed in Exhibit D to the Plan Supplement.  Furthermore, as 

evidenced by the voting results and the broad support of the Plan, all parties believe that control 

of the Reorganized Debtors by these individuals will be beneficial, and their appointment does 

not perpetuate incompetence, lack of discretion, or inexperience, and is not inimical to the best 

interests of the Reorganized Debtors.  Likewise, the Distribution Trust will be under the 

management of the Distribution Trustee, who was selected with the advice and consent of the 

Official Committee, and who has the experience and knowledge required of that position, as 

detailed in Exhibit H to the Plan Supplement. 

68. Third, the identity of “insiders” to be employed or retained by the 

Reorganized Debtors and the nature of compensation to such insiders has been disclosed in the 

Plan Supplement.  11 U.S.C. § 1129(a)(5)(B).  Courts have noted that this requirement is met 

when the plan discloses that certain insiders will be employed by the reorganized debtor on 

substantially their existing terms of employment.44  The Plan satisfies this requirement because 

Exhibit E to the Plan Supplement provides the necessary disclosure of the insiders to be 

employed and retained by the Reorganized Debtors and the nature of their compensation.   

F. Section 1129(a)(6) is Not Applicable to the Plan. 

69. Section 1129(a)(6) of the Bankruptcy Code is not applicable to the Plan 

because the Plan does not provide for rate changes subject to the jurisdiction of any 

governmental regulatory commission. 

                                                 
44 See, e.g., In re Texaco, Inc., 84 B.R. 893, 908 (Bankr. S.D.N.Y. 1988) (finding requirements of 

§ 1129(a)(5)(B) satisfied where the plan discloses debtor’s existing officers and directors who 
will continue to serve after plan confirmation); Apex Oil Co., 118 B.R. at 704–05 (finding 
§ 1129(a)(5)(B) satisfied where plan fully disclosed that certain insiders will be employed by 
reorganized debtor and the terms of employment of such insiders). 
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G. The Plan Satisfies the Best Interest of Creditors and 
Interest Holders Test Pursuant to Section 1129(a)(7) of 
the Bankruptcy Code. 

70. Section 1129(a)(7) of the Bankruptcy Code requires that a plan be in the 

best interests of creditors and equity security holders of the debtor.  This “best interests” test, 

focusing on potential individual dissenting creditors, requires that each holder of a claim or 

equity interest either accept the plan or receive or retain property under the plan that is not less 

than the amount such a holder would receive or retain in a chapter 7 liquidation.45  

71. Under the best interest analysis, “the court must measure what is to be 

received by rejecting creditors . . . under the plan against what would be received by them in the 

event of liquidation under chapter 7.”46 Accordingly, the Court is required to “take into 

consideration the applicable rules of distribution of the estate under chapter 7, as well as the 

probable costs incident to such liquidation.”47  In evaluating the liquidation analysis, the Court 

must remain cognizant of the fact that “[t]he hypothetical liquidation entails a considerable 

degree of speculation about a situation that will not occur unless the case is actually converted to 

chapter 7.”48  Under section 1129(a)(7), the liquidation analysis applies only to non-accepting 

holders of impaired claims or equity interests.49  

                                                 
45 See Bank of Am. Nat’l Tr. & Sav. Ass’n v. 203 N. LaSalle St. P’ship, 526 U.S. 434, 441 n.13 

(1999) (noting that “the ‘best interests’ test applies to individual creditors holding impaired 
claims, even if the class as a whole votes to accept the plan”). 

46 In re Adelphia Commc’ns Corp., 368 B.R. 140, 252 (Bankr. S.D.N.Y. 2007). 

47 See id. 

48 See In re Affiliated Foods, Inc., 249 B.R. 770, 788 (Bankr. W.D. Mo. 2000) (internal citations 
omitted). 

49 See Drexel Burnham Lambert Grp., 138 B.R. at 761. 
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72. The Liquidation Analysis annexed as Exhibit 2 to the Disclosure 

Statement demonstrates that the Plan satisfies the requirements of section 1129(a)(7) of the 

Bankruptcy Code and that under a chapter 7 liquidation Holders of Claims and Interests would 

receive substantially less than is projected under the Plan.  As provided in more detail in the 

Liquidation Analysis, in the “high” estimate under a chapter 7 liquidation, the per dollar pay out 

amount for Holders of Allowed Claims in Classes 6 and 7 is 1.8%.  Under the “low” estimate in 

the Liquidation Analysis, the per dollar pay out amount for Holders of Allowed Claims in 

Classes 6 and 7 is 1.0%.  Furthermore, under all liquidation scenarios, Holders of Allowed 

Claims in Classes 4 and 5 are expected to receive zero.  In comparison, the Plan provides for 

Holders of Allowed Claims in Classes 4, 5, 6 and 7 to receive a projected recovery of 6.0%–

8.0%.  This demonstrates that Holders of Impaired Claims will receive substantially more under 

the Plan than in a liquidation under chapter 7.50 

73. The uncontroverted assumptions and estimates in the Liquidation Analysis 

are appropriate in the context of the Chapter 11 Cases, and are based upon the knowledge and 

expertise of the Debtors’ financial personnel who have extensive knowledge of the Debtors’ 

businesses and financial affairs as well as relevant industry and financial experience.  In light of 

the foregoing, the Plan satisfies the requirements of section 1129(a)(7). 

                                                 
50 As discussed further below, Class 8 (Subordinated Claims) is a now vacant placeholder Class that 

can be eliminated under the Plan.  In any event, given the recoveries anticipated for unsecured 
claims in Classes 4 through 7 under the Plan or in a chapter 7 liquidation, there is no scenario 
under which a Holder of an Allowed Subordinated Claim (if any existed) would receive any 
distribution.  Accordingly, any Holder of an Allowed Subordinated Claim (if any existed) would 
not receive less under the Plan than in a chapter 7 liquidation (in either scenario, such Holder 
would receive no distribution).  For the same reasons, the Plan satisfies the best interests test with 
respect to SHI Existing Equity Interests. 
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H. Section 1129(a)(8) of the Bankruptcy Code Does Not 
Preclude Confirmation. 

74. Section 1129(a)(8) of the Bankruptcy Code requires that each class of 

claims or interests either (a) has accepted the plan or (b) is not impaired by the plan.  Classes 1, 

2, 3 and 10 are Unimpaired under the Plan and Classes 4, 5, 6, and 7 have voted to accept the 

Plan.   Classes 8 and 9 are Impaired and deemed to reject the Plan because they will not receive 

or retain any property on account of their Claims or Interests.  However, the Plan is nonetheless 

confirmable because it satisfies section 1129(a)(10) and section 1129(b) of the Bankruptcy Code 

as to Classes 8 and 9 as discussed further below.  Accordingly, section 1129(a)(8) does not 

preclude confirmation of the Plan. 

I. The Plan Provides for Payment in Full of All Allowed 
Priority Claims Pursuant to Section 1129(a)(9) of the 
Bankruptcy Code. 

75. As required by section 1129(a)(9) of the Bankruptcy Code, Section 4.1(a) 

of the Plan provides for payment in full of Allowed Administrative Claims and Section 4.1(b) of 

the Plan provides for payment in full of Allowed Priority Tax Claims, or other appropriate 

treatment consistent with section 1129(a)(9).  Therefore, the Plan complies with section 

1129(a)(9) of the Bankruptcy Code. 

J. At Least One Impaired Class of Claims That Is Entitled 
to Vote Will Have Accepted the Plan, Pursuant to 
Section 1129(a)(10) of the Bankruptcy Code. 

76. Section 1129(a)(10) of the Bankruptcy Code provides that, to the extent 

there is an impaired class of claims under a plan, at least one impaired class of claims must 

accept the plan, “without including any acceptance of the plan by any insider.”  11 U.S.C. 

§ 1129(a)(10).  As noted above, Impaired Classes 4, 5, 6, and 7 have each voted unanimously to 
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accept the Plan without regard to acceptance of the Plan by any insider, thereby satisfying 

section 1129(a)(10)’s requirement of an Impaired accepting Class. 

K. The Plan Is Feasible Pursuant to Section 1129(a)(11) of 
the Bankruptcy Code. 

77. Section 1129(a)(11) of the Bankruptcy Code requires that the Court find 

that “confirmation of the plan is not likely to be followed by the liquidation, or the need for 

further financial reorganization, of the debtor or any successor to the debtor under the plan, 

unless such liquidation or reorganization is proposed in the plan.”  11 U.S.C. § 1129(a)(11).  

Finding “feasibility” of a chapter 11 plan does not require a guarantee of success by the debtor.51  

Rather, a debtor must demonstrate only a reasonable assurance of success.52   

78. Moreover, a bankruptcy court is afforded considerable discretion in 

determining feasibility and will not be reversed unless it commits clear error.53  This standard of 

review does not entitle an appellate court to reverse the lower court’s finding simply because it 

would have decided the case differently.54  Rather, great deference is owed to the trier of fact 

unless the reviewing court is “left with the definite and firm conviction that a mistake has been 

committed.”55  As such, the choice between two permissible views of the evidence cannot be set 

                                                 
51 See United States v. Energy Res. Co., Inc., 495 U.S. 545, 549 (1990); IRS v. Kaplan (In re 

Kaplan), 104 F.3d 589, 597 (3d Cir. 1997); see also In re U.S. Truck Co., Inc., 47 B.R. 932, 944 
(E.D. Mich. 1985) (“‘Feasibility’ does not, nor can it, require the certainty that a reorganized 
company will succeed.”), aff’d, 800 F.2d 581 (6th Cir. 1986); In re Eddington Thread Mfg. Co., 
181 B.R. 826, 833 (Bankr. E.D. Pa. 1995) (holding that plan proponents were not required to 
presently guarantee the availability of refinancing necessary to make proposed balloon payment).  

52 Kane v. Johns-Manville Corp., 843 F.2d 636, 649 (2d Cir. 1988). 

53 See, e.g., In re W.R. Grace & Co., 729 F.3d 311, 349 (3d Cir. 2013); In re Geijsel, 480 B.R. 238, 
257 (Bankr. N.D. Tex. 2012) (“[Feasibility] is a loose test; a court can weigh (or indeed ignore) 
various factors at its discretion.”).  

54 Anderson v. City of Bessemer City, 470 U.S. 564, 574 (1985).  

55 United States v. U.S. Gypsum Co., 333 U.S. 364, 395 (1948).  
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aside as clearly erroneous, even if the plan had only a marginal chance of success such that 

another fact finder would not have found the plan feasible.56  In all events, “it is clear that there 

is a relatively low threshold of proof necessary to satisfy the feasibility requirement.”57  Thus, 

bankruptcy courts in this district have approved plans that were subject to uncertain and 

contingent future events.  For example, bankruptcy courts in this district have approved plans 

that were subject to regulatory approval that had not yet been obtained.58  

79. Here, the Plan is feasible.  First, all of the distributions contemplated by 

the Plan are to be funded and provided for by the Debtors’ unencumbered cash on hand as of the 

Effective Date and the Plan Funding Payment, and the Plan Funding Payment (and therefore 

distributions to Creditors) is not subject to future events apart from occurrence of the Effective 

Date.  Second, the Debtors believe that the Effective Date is likely to occur.  Although 

occurrence of the Effective Date is subject to, among other things, regulatory approvals, based 

on steps taken to date by the Debtors and the Purchaser to obtain such approvals, the Debtors 

have no reason to believe that the transactions contemplated by the Plan will not obtain 

regulatory approval.  Accordingly, the Debtors believe that the Plan is feasible. 

L. The Plan Provides for the Payment of All Fees Under 28 
U.S.C. § 1930 Pursuant to Section 1129(a)(12) of the 
Bankruptcy Code. 

80. Section 1129(a)(12) of the Bankruptcy Code requires that certain fees 

listed in 28 U.S.C. § 1930, determined by the court at the hearing on confirmation of a plan, be 
                                                 
56 In re Briscoe Enters., Ltd., II, 994 F.2d 1160, 1166 (5th Cir. 1993).   

57 Eddington Thread, 181 B.R. at 833 (citing Briscoe Enters., 994 F.2d at 1166); see also In re 
Wash. Mut., Inc. (Wash. Mut. II), 461 B.R. 200, 252 (Bankr. D. Del. 2011), vacated in part, 2012 
WL 1563880 (Bankr. D. Del. Feb. 24, 2012); Tribune I, 464 B.R. at 185.  

58 See, e.g., Indianapolis Down, 486 B.R. at 298–99 (finding plan feasible despite being conditioned 
on regulatory approval to operate a casino); Wash. Mut. II, 461 B.R. at 252 (finding plan feasible 
despite lack of regulatory approval for securities exemption). 
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paid or that provisions be made for their payment.  11 U.S.C. § 1129(a)(12).  Section 12.13 of 

the Plan states that all such fees shall be paid.  Thus, the Plan satisfies the requirements of 

section 1129(a)(12). 

M. Sections 1129(a)(13)-(16) of the Bankruptcy Code are 
Not Applicable to the Plan. 

81. The Debtors (i) do not have any retiree benefits as that term is defined in 

section 1114(a) of the Bankruptcy Code; (ii) are not required to pay any domestic support 

obligations; (iii) are not an individual; and (iv) are not a nonprofit corporation or trust.  

Accordingly, sections 1129(13)-(16) are inapplicable to the Plan. 

N. Section 1129(b) of the Bankruptcy Code Is Satisfied. 

82. Section 1129(b) of the Bankruptcy Code provides that when the 

requirements of section 1129(a) of the Bankruptcy Code are met other than section 1129(a)(8), a 

plan may be confirmed so long as the requirements set forth by section 1129(b) of the 

Bankruptcy Code are satisfied.  See 11 U.S.C. § 1129(b).  To confirm a plan that has not been 

accepted by all impaired classes (thereby failing to satisfy section 1129(a)(8) of the Bankruptcy 

Code), the plan proponent must show that the plan does not “discriminate unfairly” and is “fair 

and equitable” with respect to the non-accepting impaired classes.59  See 11 U.S.C. § 1129(b)(1).  

83. The Plan satisfies the requirements of section 1129(b) because the Plan 

does not discriminate unfairly and is fair and equitable with respect to each Class of Claims or 

Interests that is Impaired under, and has not accepted, the Plan.  Classes 8 and 9 are the only 

Classes of Claims or Interests that are Impaired under and have not accepted the Plan.  Initially, 

Class 8 is a “placeholder” class created to absorb any Claims subject to subordination under the 

                                                 
59 Zenith, 241 B.R. at 105. 
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provisions of the Bankruptcy Code; however, the Debtors are not aware that any such Claims 

were filed or exist.  Accordingly, such Class can be eliminated under the terms of the Plan 

(which provides for elimination of vacant classes at Section 5.6), and disregarded for purposes of 

the present analysis.  To the extent, however, that the “cramdown” requirements of section 

1129(b) nonetheless applied to Class 8, they are easily satisfied as, consistent with section 

1129(b)(2)(B)(ii), no holder of any Claim or Interest that is junior to the Subordinated Claims 

will receive or retain under the Plan on account of such junior Claim or Interest any property.  

Further, there is no Class of equal priority to Class 8, and therefore the Plan does not unfairly 

discriminate between Class 8 and any class of equal priority.   

84. Section 1129(b) is similarly satisfied with respect to Class 9, which 

comprises SHI Existing Equity Interests.  The Plan is fair and equitable with respect to Class 9 

because, consistent with section 1129(b)(2)(C), no holder of any Interest that is junior to the 

Interests of such Class will receive or retain property under the Plan on account of such Interest.  

Further, there is no Class of equal priority to Class 9, and therefore the Plan does not unfairly 

discriminate between Class 9 and any class of equal priority.   

O. Section 1129(c) of the Bankruptcy Code is Inapplicable. 

85. Section 1129(c) of the Bankruptcy Code provides that the bankruptcy 

court may confirm only one plan.  See 11 U.S.C. § 1129(c).  Because the Plan is the only plan 

before the Court, section 1129(c) of the Bankruptcy Code is inapplicable. 

P. The Plan Complies with Section 1129(d) of the 
Bankruptcy Code Because It is Not an Attempt to Avoid 
Tax Obligations. 

86. Section 1129(d) of the Bankruptcy Code provides that a court may not 

confirm a plan if the principal purpose of the plan is to avoid taxes or the application of Section 5 

of the Securities Act of 1933.  The Plan meets these requirements because, as discussed above, 
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the Plan was proposed in good faith and not for the avoidance of taxes or avoidance of the 

requirements of Section 5 of the Securities Act of 1933, nor has there been any filing by any 

governmental agency asserting such avoidance. 

REPLY TO SLD LIMITED OBJECTION AND EXPLANATION OF CERTAIN 
CONSNESUAL RESOLUTIONS 

87. The Debtors received informal comments from a number of parties, all of 

which they were able to resolve as set out below.  As noted above, the Debtors also received one 

formal, limited objection to the Plan: the SLD Limited Objection.  For the reasons discussed 

below, the SLD Limited Objection should be overruled. 

I. CONSENSUAL RESOLUTIONS OF INFORMAL 
COMMENTS. 

88. U.S. Trustee.  The U.S. Trustee contacted the Debtors informally 

regarding the proposed payment of Indenture Trustee Fees under the Plan.  To resolve the U.S. 

Trustee’s concerns, and to make clear that the Indenture Trustee Fees are being paid out of 

distributions made on account of the applicable TruPS Debentures in accordance with the 

Indenture Trustees’ charging liens (and not as an administrative expense of the Debtors’ Estates), 

the Debtors, in consultation with the U.S. Trustee, the Official Committee, the Indenture 

Trustees and the Purchaser made certain revisions to section 4.2(d) of the Plan governing 

payment of the Indenture Trustee Fees.60  The Debtors understand that such revisions have 

resolved the U.S. Trustee’s concerns. 

89. Comerica Bank.  Comerica Bank contacted the Debtors informally 

regarding the Plan’s treatment of a $75,000 Letter of Credit issued by Comerica and the custodial 

account at Comerica securing such Letter of Credit.  To resolve Comerica’s comments, the 

                                                 
60 The revisions are shown in the redline of the Plan (the Third Amended Plan) against the prior 

version of the Plan (the Second Amended Plan) appearing at D.I. 437-2.   
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Debtors agreed to include in the proposed Confirmation Order that addresses the Comerica 

Letter of Credit and related issues. 

90. NW Cullman Park, LP.  NW Cullman Park, LP (the “Lessor”), contacted 

the Debtors regarding the Plan’s treatment of that certain Lease, dated as of December 23, 2009 

(as amended, modified or supplemented from time to time, and together with all exhibits and 

schedules thereto, the “Lease”), the Lessor and SHI and SRUS as co-lessees, with respect to the 

premises located at Cullman Park, 14120 Ballantyne Corporate Place, Charlotte, NC 28277.  The 

premises are the headquarters of SRUS and SHI.  The Debtors agreed to incorporate language 

into the proposed Confirmation Order, clarifying, among other things, that the Lease is being 

assumed by Reorganized SHI in accordance with Article VIII of the Plan with a Cure Amount of 

zero dollars ($0.00). 

91. SFL Receiver.  The Plan provides for the deemed acceptance of the Plan 

by the SFL Receiver on account of the SFL Note Claim if the SFLST I TruPS CDO Facility 

Holders voted unanimously to accept the Plan.  The SFLST I TruPS CDO Facility Holders voted 

unanimously to accept the Plan.  To memorialize the deemed acceptance of the Plan by the SFL 

Receiver and certain related matters, the Debtors and the SFL Receiver entered into that certain 

Stipulation By and Among Scottish Annuity & Life Insurance Company (Cayman) Ltd. and Scottish 

Holdings, Inc., Debtors and Debtors in Possession, and Scottish Financial (Luxembourg) S.á r.l., 

Acting Through Max Mailliet as Its Appointed Bankruptcy Receiver in Its Luxembourg Bankruptcy 

Proceeding, Regarding (I) Allowance of SFL Note Claim as Class 6 Claim Under Debtors’ Plan of 

Reorganization, (II) Voting of SFL Note Claim for Debtors’ Plan Of Reorganization, and (III) 

Related Matters (the “Stipulation”).  The Debtors have filed a motion (D.I. 445) seeking authority 

to enter into the Stipulation. 
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II. THE SLD LIMITED OBJECTION SHOULD BE 
OVERRULED. 

92. The sole objection to the Plan—the SLD Limited Objection filed by 

SLD—in substance, is not really an objection to the Plan at all.  Rather, what remains of the SLD 

Limited Objection appears to raise a garden variety contract dispute that SLD asserts must be 

addressed at this otherwise uncontested Confirmation Hearing.  Contrary to SLD’s position, the 

Court need not address the SLD Limited Objection to confirm the Plan.  But, if the Court is 

inclined to address the SLD Limited Objection, for the reasons that follow, it is entirely without 

merit and should be overruled.     

93. Initially, SLD states that it “objects to any provision of the Plan that 

purports to limit SLD’s ability to pursue collection of the Reimbursement Obligations from a 

non-debtor in these bankruptcy cases, specifically including Section 10.3 of the Plan.” SLD then 

“opts out of the release provisions provided in Section 10.3 of the Plan.” No dispute exists 

between the Debtors and SLD over its ability to opt out of the releases contained in Section 10.3 

of the Plan and the related injunctions.  As the Debtors previously communicated to SLD, the 

Debtors will clarify that the Plan and Confirmation Order do not prejudice SLD’s ability to 

proceed against non-Debtor Scottish Re Entities to the extent, if any, such non-Debtor Scottish 

Re entities are liable for the alleged Reimbursement Obligations (as defined in the SLD Limited 

Objection). To this end, Debtors will include the following language in the proposed 

Confirmation Order: 

Notwithstanding anything to the contrary in the Plan, any Plan 
Document or this Order, the Plan (including, but not limited to, any 
releases contained in Section 10.3 of the Plan and any related 
injunctions), the Plan Documents and this Order are without 
prejudice to any rights, Claims or Causes of Action that Security 
Life of Denver Insurance Company (“SLD”) may have against 
SRGL, SRUS, SRLB or SRD under that certain Master Asset 
Purchase Agreement, dated as of January 22, 2009 (as amended, 
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modified or supplemented from time to time, the “MAPA”) on 
account of any existing or future reimbursement obligations of the 
Sellers pursuant to Section 7.8(b)(iii) of the MAPA.  

94. Nevertheless, SLD has informed the Debtors that it is continuing to press 

at this Confirmation Hearing its objection to the purported “lack of clarity with respect to the 

treatment of the MAPA under the Plan.”61 SLD Lim. Obj. ¶ 18.  The Debtors disagree that the 

Plan is in any way unclear in its treatment of the MAPA.  But the Court need not reach this issue 

or any other issue that SLD seems determined to press at this Confirmation Hearing.  Debtors, 

again as previously communicated to SLD, are willing provide SLD with assurances that, 

assuming the MAPA is an executory contract as to SHI, SHI would exercise its business 

judgment to reject the MAPA. To this end, the Debtors are prepared to include the following 

language in the proposed Confirmation Order: 

For the avoidance of doubt, nothing in the Plan, any Plan 
Document or this Order constitutes an admission by any Entity 
concerning whether the MAPA, or any portion thereof, is an 
“executory contract,” as such term is used in section 365(a) of the 
Bankruptcy Code.  Nevertheless, in the event the MAPA is 
subsequently adjudicated to be an executory contract as between 
SHI and SLD, SHI shall be deemed to have rejected the MPA 
effective as of the date of entry of such order or judgment 
determining that the MAPA is executory. 

As of the filing of this brief, it is the understanding of the Debtors that the inclusion of this 

language will not resolve this part of SLD’s objection and SLD is determined to litigate issues 

relating to the MAPA at this Confirmation Hearing, leaving the Debtors little choice but to 

respond to matters that should not have be addressed in the context of this Confirmation Hearing. 

                                                 
61 A copy of the MAPA was not attached to the SLD Limited Objection, but was annexed 

as Attachment “A” to SLD’s proof of Claim filed against SHI on May 4, 2018, and 
docketed by the Clerk as Claim No. 8-1 (the “SLD Claim”).  A copy of the SLD Claim is 
attached as Exhibit 1 hereto.  
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95. Against this backdrop, it is unclear to the Debtors what arguments SLD is 

making with respect to the MAPA.  SLD asserts that ‘[t]he MAPA constitutes an executory 

contract, as material obligations are still owing from the Buyers, Sellers and SLD.” SLD Lim. 

Obj. ¶ 18.  But, once again, this is SLD putting the cart before the horse.  Assuming arguendo 

that the MAPA somehow remains an executory contract, the Debtors will not be assuming the 

MAPA, as they have made explicitly clear in discussions with SLD’s counsel and as stated 

above.   

96. In the context of these Chapter 11 Cases and under the terms of this Plan, 

it should be immaterial from SLD’s perspective (x) whether the MAPA is non-executory (and it 

is) or (y) whether the MAPA is executory but is nevertheless rejected by the Debtors, as 

permitted by section 365 of the Bankruptcy Code and the terms of the Plan. In either case, SLD 

could, at best have an unsecured, nonpriority claim – either for any prepetition defaults in the 

payment of the alleged Reimbursement Obligations or, if determined to be executory, then a 

rejection damages claim. See 11 U.S.C. § 365(g)(1) (“Except as provided in subsections (h)(2) 

and (i)(2) of this section, the rejection of an executory contract or unexpired lease of the debtor 

constitutes a breach of such contract or lease … if such contract or lease has not been assumed 

under this section or under a plan confirmed under chapter 9, 11, 12, or 13 of this title, 

immediately before the date of the filing of the petition”).  Likewise, SLD’s rights, Claims and 

Causes of Action (as well as any defenses thereto) as against any non-Debtor Scottish Re Entities 

are what they are, irrespective of whether the MAPA is an executory contract that is rejected by 

the Debtors or if it is non-executory (which it is).  In short, the Court need not reach the issue of 

whether the MAPA is executory because its adjudication would be purely advisory in nature and 

will have no material effect on the parties’ respective rights and obligations.    
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97. In the event that this Court nevertheless feels compelled to address 

whether the MAPA is an executory contract that SHI is required to assume or reject pursuant to 

section 365 of the Bankruptcy Code, the express terms of the MAPA and SLD’s admissions in 

the SLD Limited Objection conclusively establish that it is not executory.  The Third Circuit has 

adopted the following definition: “An executory contract is a contract under which the obligation 

of both the bankrupt and the other party to the contract are so far underperformed that the failure 

of either to complete performance would constitute a material breach excusing the performance 

of the other.” In re Columbia Gas Sys. Inc., 50 F.3d 233, 238 (3d Cir. 1995).  See also In re 

Exide Tech., 607 F.3d 957, 962 (3d Cir. 2010) (citing Columbia Gas and reiterating that its 

definition of an executory contract controls).  The Third Circuit instructs that “contract principles 

under relevant nonbankruptcy law” control the determination of whether there are material 

unperformed obligations on both sides of a contract.62 Columbia Gas, 607 F.3d at 240 n.10. See 

also, e.g., In re Gen. DataComm Indus., Inc., 407 F.3d 616, 623 (3d Cir. 2005).     

98. New York law will treat a contractual breach as a “material breach” only 

when it is of such a magnitude as to “justify the other party to suspend his own performance … 

or [is] a breach which is so substantial as to defeat the purpose of the entire transaction.” Lipsky 

v. Commonwealth United Corp., 551 F.2d 887, 895 (2d Cir.1976) (citation omitted); See also In 

re Lavigne, 114 F.3d 379, 387 (2d Cir.1997) (“[U]nder New York law, only a breach in a 

contract which substantially defeats the purpose of that contract can be grounds for 

rescission.”).63 When a breaching party “has substantially performed” before breaching, “the 

                                                 
62 The MAPA, like the agreement at issue in Exide, 607 F.3d at 962, provides that its terms 

are governed by New York law. See MAPA, § 11.5.   

63 Accord 23 Williston on Contracts § 63:3 (4th ed.) (“[A] ‘material breach’ is a failure to 
do something that is so fundamental to a contract that the failure to perform that 
obligation defeats the essential purpose of the contract or makes it impossible for the 
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other party’s performance is not excused.” Hadden v. Consolidated Edison Co., 312 N.E.2d 445, 

449 (1974); see also Merrill Lynch & Co. Inc., v. Allegheny Energy, Inc., 500 F.3d 171, 186 (2d 

Cir. 2007).  As the Third Circuit and this Court have both recognized, substantial performance 

takes a contract outside of section 365 of the Bankruptcy Code, “as the contract cannot be 

materially breached and, therefore, cannot constitute an executory contract.” In re Foothills 

Texas, Inc., 476 B.R. 143, 156 (Bankr. D. Del. 2012) (citing Exide, 607 F.3d at 963).   

99. In this context, the burden to establish that a contract is executory falls on 

the party seeking to have a contract made subject to the assumption-rejection regime under 

section 365 of the Bankruptcy Code. See Exide, 607 F.3d at 962 (“The party seeking to reject a 

contract bears the burden of demonstrating that it is executory.”).  As a matter of law, SLD has 

not carried its burden.64  SLD baldly asserts that “material obligations are still owing from the 

Buyers, Sellers and SLD.”  But, nowhere in the SLD Limited Objection does SLD identify such 

purported material obligations.   

100. SLD’s failure to identify any unperformed material obligations that it still 

has to SHI under the MAPA is hardly surprising – as none exist between SLD and SHI.  As SLD 

admits, the transaction to which the MAPA relates was one the parties entered into nearly a 

                                                 
(. . . continued) 

other party to perform under the contract. In other words, for a breach of contract to be 
material, it must ‘go to the root’ or ‘essence’ of the agreement between the parties, or be 
one which touches the fundamental purpose of the contract and defeats the object of the 
parties in entering into the contract, or affect the purpose of the contract in an important 
or vital way.”). 

64 Although questions relating to the materiality of a breach or a party substantial 
performance are typically ones of fact, “if the inferences are certain, the question 
involves only a matter of law and is to be decided by the court.” Anderson Clayton & Co. 
v. Alanthus Corp., 457 N.Y.S.2d 578, 578 (NY App. 1983). See also Riviera Finance of 
Texas, Inc. v. Capgemini US, LLC, No. 12-1572-cv, 511 Fed. Appx. 92, 95 (3d Cir. Feb. 
13, 2012) (Unpub.).   
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decade ago on January 22, 2009. SDL Obj.¶ 6.  By that time, the relevant portion of the so-called 

“Ballantyne Block” of Reinsurance Business, which had at one time been reinsured by Scottish 

Re, had already been recaptured by SLD and its affiliates such that Scottish Re no longer had a 

direct interest in that portion of the Ballantyne Block.  As SLD admits, “in November 2008, SLD 

agreed to novate the entire remaining Ballantyne Block such that SLD stepped into SRUS’s 

shoes and directly reinsured the remaining Ballantyne Block to Ballantyne Re.” SLD Lim. Obj. 

¶ 4.  Otherwise stated, although prior to November 2008 Scottish Re had been reinsuring the 

Ballantyne Block from SLD and then ceding that block to Ballantyne Re, that arrangement 

ceased in November 2008. From that point forward, the only connection between SHI and the 

Scottish Re Sellers with SLD related to the Ballantyne Block was the provision by SRUS of 

administrative services to SLD in respect of the Ballantyne Block.  

101. As SLD further admits, under the MAPA, the Scottish Re Sellers 

conveyed the entirety of the Reinsured Business, other than the Ballantyne Block (as SLD had 

already recaptured that business from Scottish Re), to Hannover Life Reinsurance Company of 

America and the other Buyers.  SLD Lim. Obj., ¶ 7 (“Under the MAPA and related transaction 

documents, the Buyers took over the Reinsured Business, minus the remaining Ballantyne Block 

from Scottish Re and became directly obligated to indemnify SLD and SLDI with respect 

thereto.”).  This was the central purpose of the MAPA and it was complete in 2009 when the 

Buyers acquired this business. Further, nothing in the MAPA gives SLD the right to rescind or 

unwind this transaction in the event that at some future date SHI or other Sellers fail to pay it for 

the alleged Reimbursement Obligations.   

102. Ancillary to the main portion of the transaction embodied in the MAPA, 

SLD obtained the Buyers’ agreement to administer the remaining Ballantyne Block on SLD’s 
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behalf. See SLD Lim. Obj. ¶ 7 (“As part of the Second Sale Transaction, the Buyers also 

assumed the administration of both the remaining Reinsured Business and of the Ballantyne 

Block, although the Buyers do not have economic exposure to the Ballantyne Block.”).65  

Section 7.8(b)(ii) of the MAPA assigns liability to pay the fees for the administration of the 

remaining Reinsurance Business and the Ballantyne Block exclusively to SLD. See MAPA § 

7.8(b)(ii) (“The Buyers agree to administer the business reinsured by SLD to Ballantyne under 

the Ballantyne Reinsurance Agreement in accordance with the the [sic] ING-Ballantyne 

Administrative Services Agreement for the fee described in Section 7.8(b)(ii) of the Sellers 

Disclosure Letter.”).   

103. While Section 7.8(b)(iii) then requires Sellers to reimburse SLD for a 

portion of the fees it is required to pay to Buyers, the Section 7.8(b)(iii) reimbursement 

obligation of the Sellers and SLD’s payment obligation to the Buyers are not interdependent.  

Nothing in the MAPA entitles SLD to cease the performance it owes to the Buyers under Section 

7.8(b)(ii) of the MAPA just because SLD has not received payment from the Sellers. Further, 

any performance that SLD had to SHI and the other Sellers was long ago substantially 

completed. Any remaining obligations that SLD has under Section 7.8(b)(ii) and that the Sellers 

have under Section 7.8(b)(iii) are obligations that exist independent of one another.  Hence, there 

is simply no way, as a matter of law, that any failure of SHI or other Sellers to pay the 
                                                 
65 SLD’s statement more accurately should read that “the Buyers do not have economic 

exposure to the remaining Ballantyne Block” (i.e., those liabilities ceded from SLD to 
Ballantyne Re), since the liabilities currently ceded to the Ballantyne Re structure are a 
pro rata percentage (or “slice”) of liabilities that formed part of the original Ballantyne 
Block and those portions (or pro rata slices of each liability) that no longer are ceded to 
Ballantyne Re are instead part of the Reinsured Business ceded from SLD/SLDI to the 
Buyers such that the Buyers currently have an economic interest in approximately 2/3 of 
every policy ceded from SLD to Ballantyne Re with Ballantyne Re reinsuring the other 
1/3 of the policy.  Under the MAPA, SLD/SLDI are not charged an administration fee by 
the Buyers for the Reinsured Business. 
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Reimbursement Obligations to SLD could be characterized as a material breach of the MAPA as 

a whole.    

104. In substance, the alleged Reimbursement Obligations in connection with 

the MAPA transaction are analogous to post-closing covenants to indemnify, defend or hold 

harmless a transaction partner that are sometimes present in other transactions.  For example, in 

Pfizer, Inc. v. Stryker Corp., 348 F. Supp. 2d 131 (S.D.N.Y. 2004), the seller of a specialty 

trauma and prosthetic joint business contended that the buyer had wrongfully failed to defend 

and hold it harmless against certain third-party products liability claims that had arisen after 

closing but which also named the seller.  Buyer’s failure was alleged to be in breach of a post-

closing covenant to indemnify it against such claims and losses.66  The buyer countered that the 

seller was in breach of its own post-closing covenant to defend the buyer against third-party 

products liability claims that had existed prior to the closing.  The buyer argued further that 

seller’s breach of its indemnification obligation should excuse buyer from having to indemnify 

seller against claims and losses it occurred. 

105. The district rejected the notion that under New York law the breach of 

such a post-closing covenant by one contract party was sufficient to excuse the other contract 

party’s performance, stating that instead: “[t]he remedy for such a breach is generally that the 

indemnitor must reimburse the indemnitee for the cost of defending the action as well as for the 

judgment or any settlement to the extent that it was reasonable and entered into in good faith.” 

Id. at 147.  The court further explained that “[i]f two promises are independent, breach of one 

does not excuse performance of the other.” Id.    

                                                 
66 As is the case here, New York law had been selected by the parties and was apply by the 

court in Stryker. Id. at 142 n.63. 
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106. In substance, the situation here differs little.  The present dispute 

concerning the MAPA, like the contract at issue in Stryker, revolves around the alleged 

obligation of one party (the Sellers including SHI) to reimburse another party (SLD) for losses 

(i.e., the administrative fees) incurred pursuant to a limited post-closing covenant.  Assuming 

arguendo that SHI and the other Sellers remain liable for the alleged Reimbursement Obligations 

– and the Debtors believe they have valid time-based and other defenses to those liabilities – any 

breach of the MAGA by reason of SHI or other Sellers to satisfy those Reimbursement 

Obligations is not of such a nature or magnitude as to excuse anyone else’s performance under 

the MAGA or to defeat the central purpose of the MAGA, which was long ago achieved. 

Accordingly, as a matter of law, SLD’s assertion that the MAGA is an executory contract is 

entirely without support under the Bankruptcy Code, applicable New York law or the facts it 

alleges to exist in the SLD Limited Objection and the SLD Claim. 

107. For all of the foregoing reasons, the SLD Limited Objection should be 

overruled. 

CONCLUSION 

For the reasons set forth in this Memorandum and the Klingenberg Declaration, 

the Debtors respectfully request that the Court enter an order, in a form substantially similar to 

the proposed Confirmation Order filed simultaneously herewith, confirming the Plan and 

granting such other and further relief as it deems appropriate. 
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Dated: August 17, 2018 
Wilmington, Delaware 

MORRIS, NICHOLS, ARSHT & TUNNELL LLP 
 
 
/s/ Gregory W. Werkheiser     
Eric D. Schwartz (No. 3134) 
Gregory W. Werkheiser (No. 3553) 
Matthew B. Harvey (No. 5186) 
Paige N. Topper (No. 6470) 
1201 N. Market St., 16th Floor 
PO Box 1347 
Wilmington, DE  19899-1347 
Telephone: (302) 658-9200 
Facsimile: (302) 658-3989 
eschwartz@mnat.com 
gwerkheiser@mnat.com 
mharvey@mnat.com 
ptopper@mnat.com 
 
- and - 
 
Peter Ivanick (admitted pro hac vice) 
Lynn W. Holbert 
John D. Beck 
HOGAN LOVELLS US LLP 
875 Third Avenue 
New York, NY 10022 
Telephone: (212) 918-3000 
Facsimile: (212) 918-3100 
peter.ivanick@hoganlovells.com 
lynn.holbert@hoganlovells.com 
john.beck@hoganlovells.com 
 
Counsel for Debtors and Debtors in Possession 
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I 

Foll on tho•, onformatoon to odcntofy the case 

Debtor 1 

01btor2 
(Spouse, W ftllng) 

Scottish Holdings, Inc. 

United States Bankruptcy Court for the: District of Delaware 

Ca11 number -'1-"8'--.:..10;;..1..:...6;;;..0;..... _________ _ 

Official Form 41 O 

Proof of Claim 

r"" I. f- -

~-.;,.. 

t··· 
,...,.,_;·,-; 

12/16 

Read the 1n1tr11ot1on1 before ftlllng out this form. Thia form 11 for making a olalm for payment In a bankruptoy oaee. Do not 1111 this form to 
make a request for payment of an admlnl1tratlv1 expense. Make 1110h a req1111t aooordlng to 11 U.S.C. § &03. 

Fliers must leave out or redaot information that Is entitled to privacy on this form or on any attached documents. Attach redacted copies of any 
documents that support the claim, such as promissory notes, purchase orders, Invoices, itemized statements of running accounts, contracts, judgments, 
mortgages, and security agreements. Do not 11nd original documents; they may be destroyed after scanning. If the documents are not available, 
explain In an attachment. 

A person who flies a fraudulent claim could be fined up to $500,000, imprisoned for up to 5 years, or both. 18 U.S.C. §§ 152, 157, and 3571. 

FIii in all th• Information about the olalm a, of the dale the oase waa flied. That date 11 on the not101 of bankruptoy (Form 309) that you reoelv1,d. 

Identify the Clalm 

1. Who 11 the ourrent 
oredttor? 

2. Hae this olalm been 
acquired from 
1omeoneel11? 

3. Where should notloea 
and payments to the 
oredltor be 11nt? 

Federal Rule of 
Bankruptcy Procedure 
(FRBP) 2002(g) 

4. Does this olalm amend 
one already filed? 

5. Do you know It anyone 
else has flied a proof 
of olalm for this olalm? 

Official Form 410 

SECURITY LIFE OF DENVER INSURANCE COMPANY ·-----------------Nam• of the current creditor (the person or enUty to be paid for this cl.aim) 

Other names the creditor used with the debtor 

Gt No 

0 Yes. From whom?-------------------------------

Where should not1011 to the creditor be sent? 

Mark Sherrill, Eversheds Sutherland 
Name 

1001 Fannin Street, Suite 3700 
Street Number 

Houston TX 77002 
City State 

contact phone (713) 470-6100 

Contact email 

ZIP Code 

Where should payments to the oredltor b1 sent? (If 
different) 

Name 

Number 

City 

Contact phone 

Contact email 

Street 

State ZIP Code 

Uniform claim Identifier for electronic payments In chapter 13 (If you use one): 

(it No 

0 Yes. Claim number on court claims registry (if known) __ Filed on 
MM / 00 / YYYY 

fil No 
0 Yes. Who made the earlier filing? 

Proof of Clalm psge 1 
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Give Information About the Clalm as of the Date the CaH Was Plied 

6. Do you have any number liZI No 
you u11 to Identify the tJ Yes. Last 4 digits of the debtor's account or any number you use to Identify the debtor: __ 
debtor? 

7. How much I• the claim? 

e. What la the basis of the 
clalm? 

S _____ .....a.1 .... 5.._,3_8;.;:;2., 5_6_6_._6 __ 9. Does this amount Include Interest or other charges? 
l;l No 

tJ Yes. Attach statement Itemizing interest, fees, expenses, or other 
charges required by Bankruptcy Rule 3001(c)(2)(A). 

Examples: Goods sold, money loaned, lease, services performed, personal injury or wrongful death, or credit card. 

Attach redacted copies of any documents supporting the claim required by Bankruptcy Rule 3001(c). 

Limit disclosing Information that is entitled to privacy, such as health care information. 

Breach of Contract 

9. la all or part of the clalm i1 No 
anured? tJ Yes. The claim is secured by a lien on property. 

Nature of property: 

CJ Real estate. If the claim is secured by the debtor's principal residence, file a Mortgage Proof of Claim 
Attachment (Official Form 410-A) with this Proof of Claim. 

CJ Motor vehicle 
CJ Other. Describe: 

Basia for perfection: 
Attach redacted copies of documents, if any, that show evidence of perfection of a security interest (for 
example, a mortgage, lien, certificate of title, financing statement, or other document that shows the lien has 
been filed or recorded.) 

Value of property: $ ______ _ 

Amount of the clalm that la secured: $. ______ _ 

Amount of the claim that la unsecured: $'--______ (The sum of the secured and unsecured 
amounts should match the amount in line 7.) 

Amount necessary to cure any default II of the date of the petition: $ _______ _ 

Annual lntereat Rall (when case was filed) ___ % 

CJ Fixed 
CJ Varteble 

10. la this clalm baaed on a liZI No 
lease? 

11. la thla claim subject to a 
right of aetom 

Official Form 41 o 

tJ Yea. Amount necessary to cure any default as of the date of the petition. $. _______ _ 

liZI No 

Q Yea. Identify the property: ---------------------------

Proof of Clalm page2 
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; 12. 11 all or part of th1 olalm 
entitled to priority under 
11 u.s.c. § 107(1)? 

A claim may be partly 
priority and partly 
nonpriority. For example, 
in some categories, the 
law limits the emount 
entitled to priority. 

•iii Sign Below 

The person oompletlng 
· this proof of olalm must 
· sign and date It . 
. FRBP 9011(b). 

If you file this claim 
electronically, FRBP 
5005(&)(2) authorizes courts 
to establish local rules 
specifying what a signature 
Is. 

A person who fll11 a 
fraudulent olalm oould be 

, fined up to $100,000, 
lmprl1oned for up to I 
years, or both. 
18 u.s.c. §§ 112, 167, and 
3671. 

Official Form 410 

~ No 

[J Yes. Check all that apply. 

[J Domestic support obligations (Including alimony and child support) under 
11 U.S.C. § 507(a)(1)(A) or (a)(1)(B). 

[J Up to $2,775* of deposits toward purchase, lease. or rental of property or services for 
personal, family. or household use. 11 U.S.C. § 507(a)(7). 

Amount ,ntttlld to priority 

$. ______ _ 

$. ______ _ 

0 Wages, salaries, or commiaaions (up to $12,475*) eamed within 180 days before the 
bankruptcy petition is filed or the debtor's business ends, whichever Is earlier. $. _______ _ 
11 U.S.C. § 507(a)(4). 

0 Taxes or penalties owed to governmental units. 11 U.S.C. § 507(a)(8). $. ______ _ 

[J Contributions to an employee benefit plan. 11 U .S.C. § 507(a)(5). 

Cl Other. Specify subsection of 11 U.S.C. § 507(a)LJ that applies. 

$._________ : 
$ _______ _ 

• Amounts are subject to adjustment on 4/01/18 and every 3 years after that for cases begun on or after the date of adjustment. 

Check the appropriate box: 

lif I am the creditor. 

Cl I am the creditor's attorney or authorized agent. 

Cl I am the trustee, or the debtor, or their authorized agent. Bankruptcy Rule 3004. 

Cl I am a guarantor, surety, endorser, or other codebtor. Bankruptcy Rule 3005. 

I understand that an authorized signature on this Proof of Claim serves as an acknowledgment that when calculating the 
amount of the claim, the creditor gave the debtor credit for any payments received toward the debt. 

I have examined the Information in this Proof of Claim and have a reasonable belief that the information is true 
and correct. 

I declare under penalty of perjury that the foregoing la true and correct. 

Executed on date 05/03/2018 
MM I DO I YYYY 

Print the name of the person who 11 oomplettn111nd signing this olalm: 

Name 

TIiie 

Company 

John T. 
First name Middle name 

Assistant Secretary 

Security Life of Denver Insurance Company 

Price 
Last name 

ldenUly the corporate servicer as the company If Iha authorized agent is a servicer 

Address 

Contact phone 

5780 Powers Ferry Road 
Number Street 

Atlanta 
City 

770-618-3875 

Proof of Clalm 

GA 
State 

Email 

30327 
ZIP Code 

John.Price@voya.com 

page 3 

i 
• j 
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In re: 

UNITED STATES BANKRUPTCY COURT 
DISTRICT OF DELAWARE 

Chapter 11 

SCOTTISH HOLDINGS, INC., 

§ 
§ 
§ 
§ 
§ 

Case No. 18-10160 (LSS) 

Debtor. 
_______________ § 

RIDER TO PROOF OF CLAIM FILED BY SECURITY LIFE OF DENVER 
INSURANCE COMPANY AGAINST SCOTTISH HOLDINGS, INC. 

Security Life of Denver Insurance Company ("SLD"), an insurance company 

domiciled in the State of Colorado and a wholly owned subsidiary ofVoya Financial, Inc., 

files this supporting document for the attached proof of claim, and states as follows: 

Factual Background 

1. On December 31, 2004, SLD and certain of its affiliates sold their individual 

life reinsurance business (the "Reinsured Business") through indemnity reinsurance to 

Scottish Re Group Limited (the "Parent") and its subsidiaries (the "Initial Sale 

Transaction"), including: Scottish Holdings, Inc. ("SHI" or "Debtor"), Scottish Annuity 

& Life Insurance Company (Cayman) Ltd ("SALIC"), Scottish Re (U.S.), Inc. ("SRUS"); 

Scottish Re Life Corporation ("SRLC"), Scottish Re (Dublin) Limited ("SRO"), and 

Scottish Re Life (Bermuda) Limited ("SRLB" and collectively with the Parent, SRUS, 

SALIC, SRLC, the Debtor and SRO, "Scottish Re" or the "Sellers"). 

2. Typical of such indemnity reinsurance transactions, the result of the Initial 

Sale Transaction was that while SLD and its affiliates remained directly obligated to the 

insurance companies that initially ceded the Reinsured Business, Scottish Re was, in turn, 

1 
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obligated to indemnify SLD and its affiliates for any claims or other amounts owed to those 

ceding insurance companies. In addition to assuring economic liability for the Reinsured 

Business, Scottish Re also agreed to administer - e.g., pay claims, establish reserves, 

prepare required reports - the entire Reinsured Block. Assuming performance by Scottish 

Re, SLD and its affiliates should not have incurred any expense or liabilities with respect 

to the Reinsured Business following the Initial Sale Transaction. Because the Initial Sale 

Transaction involved the reinsurance of individual life insurance policies, Scottish Re's 

obligations, by their nature, were intended to extend over multiple decades. 

3. The statutorily required reserves related to the Reserved Business were 

several billion dollars. Following the Initial Sale Transaction, Scottish Re sought to raise 

capital to support these reserves through a series of reserve financing transactions. One of 

these transactions involved the establishment of a special purpose Irish entity ("Ballantyne 

Re") that held a block of the Reinsured Business (the "Ballantyne Block"). Ballantyne Re 

sold bonds to investors backed by the expected cash flow from the Ballantyne Block and 

Scottish Re used the proceeds to purchase reserve assets for the block. 

4. The assets that Scottish Re purchased to back the reserves on the Ballantyne 

Block included a large number of subprime assets. As these subprime assets declined 

sharply in value during the Financial Crisis, Ballantyne Re no longer had sufficient reserves 

to support the Ballantyne Block and Scottish Re did not have the financial ability to make 

up the difference. To assist Scottish Re and Ballantyne Re avoid insolvency while Scottish 

Re sought a more financially secure buyer for the Reinsured Business, throughout 2007 

and 2008, SLD and its affiliates agreed to a series of recaptures involving approximately 

one-third of the Ballantyne Block thereby lowering Ballantyne's reserve requirements. 

2 
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Finally, in November 2008, SLD agreed to novate the entire remaining Ballantyne Block 

such that SLD stepped into SRUS' s shoes and directly reinsured the remaining Ballantyne 

Block to Ballantyne Re (the "Ballantyne Novation"). 

5. Shortly after the Ballantyne Novation, Hannover Life Reassurance 

Company of America ("Hannover US") and Hanover Life Reassurance (Ireland) Limited 

("Hannover Ireland" and collectively with Hannover US, the "Buyers") purchased the 

Reinsured Business minus the remaining Ballantyne Block from Scottish Re (the "Second 

Sale Transaction") via a reinsurance transaction. 

6. Specifically, on January 22, 2009, (a) the Parent, Debtor, SRD, SRUS, and 

SRLB; (b) the Buyers; and ( c) SLD and Security Life of Denver International Limited 

("SLDI") entered into that certain Master Asset Purchase Agreement (the "MAP A") for 

the Second Sale Transaction. A copy of the MAP A is attached at Attachment A. 

7. Under the MAPA and related transaction documents, the Buyers took over 

the Reinsured Business minus the remaining Ballantyne Block from Scottish Re and 

became directly obligated to indemnify SLD and SLDI with respect thereto. As part of the 

Second Sale Transaction, the Buyers also assumed the administration of both the remaining 

Reinsured Business and of the Ballantyne Block, although the Buyers do not have 

economic exposure to the Ballantyne Block. 

8. Section 7.8(b) of the MAPA specifically addresses the Ballantyne Block 

administration. It provides that the Buyers will administer the Ballantyne Block, in 

exchange for SLD's payment of certain fees set forth in the MAPA. MAPA,§ 7.8(b)(ii). 

It further provides that the Sellers "agree to reimburse SLD within ten (10) Business Days 

3 
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of SLD providing notice to the Sellers of payment thereof by SLD for the amount of such 

fees .... " MAPA,§ 7.8(b)(iii). 

9. In 2009, SLD paid $678,508.17 to Hannover pursuant to Section 7.8(b) of 

the MAPA. In each of the years 2010 through 2018, SLD paid $612,669.11 to Hannover 

pursuant to Section 7.8(b) of the MAPA. 

10. On June 20, 2017 and July 5, 2017, SLD provided notice to the Debtor of 

its payment of the Hannover invoices. Accordingly, pursuant to Section 7.8(b)(iii), the 

Debtor is required to reimburse SLD for those payments. 

11. On January 28, 2018 (the "Petition Date"), the Debtor filed its voluntary 

petition for relief under chapter 11 of the U.S. Bankruptcy Code. 

Amount Claimed 

12. In light of the foregoing, SLD hereby asserts this claim in the amount of 

$15,382,566.69 (the "Amount Claimed") for any and all amounts due with respect to 

servicing fees in connection with the Ballantyne Block pursuant to the terms of the MAP A. 

In addition to the above, SLD further claims an unliquidated amount for any additional 

amounts indemnified or otherwise under the MAP A. 

13. A summary of the Amount Claimed is attached as Attachment B. As 

reflected therein, the Amount Claimed includes a prepetition component of $6,192,530.12 

and a component for amounts reasonably expected to be owed in 2019 through 2033 of 

$9, 190.036.58 (the "Future Claims"). SLD includes the Future Claims out of an abundance 

of caution, lest it be time-barred from asserting such claims. Section 10.1 of the MAPA 

provides that the covenants and agreements of the parties contained in the MAP A will 

survive the MAPA closing indefinitely unless a shorter period is expressly noted therein. 

4 
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The covenant set forth in Section 7 .8 does not contain any time limitation. SLD, however, 

believes that the MAP A is an executory contract that may be assumed or rejected by the 

bankruptcy estate, in which case it is arguably premature to assert the Future Claims -

which could become the subject of a cure amount or a future rejection damages claim. SLD 

reserves all rights in connection with the executory nature of the MAP A, including (without 

limitation) the right to assert that the MAP A is an executory contract that must be assumed 

or rejected pursuant to section 365 of the Bankruptcy Code. 

General 

14. SLD reserves the right to amend, modify or supplement this proof of claim 

in any manner, for any purpose and at any time. 

15. SLD reserves the right to assert and file any and all additional claims of 

whatever kind or nature that it has or may hereinafter have against the Debtor. 

16. SLD reserves the right to set-off any claim set forth in this proof of claim 

against any claim that the Debtor or its estate has or may assert against SLD. SLD reserves 

all rights, claims and defenses, including as to any claims that may be asserted against SLD 

by the Debtors, their bankruptcy estates, or successors or assigns thereof. 

17. SLD reserves all rights it has or may have in the future against the Debtor. 

This proof of claim is not intended as (a) a waiver or release of any rights of SLD against 

the Debtor (or any of its affiliates) not asserted in this proof of claim (including, without 

limitation, under sections 365 or 502 of the Bankruptcy Code); (b) a consent by SLD to the 

jurisdiction of this Court with respect to the subject matter of the clams set forth herein or 

to this Court's hearing, determining or entering orders or judgments in any proceedings on 

this proof of claim; ( c) a waiver of the rights of SLD to trial by jury in any proceedings so 

5 
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triable in these cases or any controversy or proceedings related to these cases, 

notwithstanding the designation or not of such matters as "core proceedings" pursuant to 

28 U.S.C. §157(b)(2); (d) a consent by SLD to a jury trial in this Court or any other court 

in any proceeding as to any matter so triable herein, pursuant to 28 U.S.C. §157(e) or 

otherwise; ( e) a waiver, release or limitation of SLD' s right to have any and all final orders 

in any and all non-core matters or proceedings entered only after de novo review by a U.S. 

District Court; (f) a waiver of the right to move to withdraw the reference with respect to 

the subject matter of this claim, any objection thereto or other proceedings that may be 

commenced in these cases involving SLD; (g) a consent to the final determination or 

adjudication of any claim or right pursuant to 28 § 157(c ); (h) a waiver of SLD's right to 

have the issues presented herein arbitrated pursuant to its contractual rights; or (i) an 

election of remedies. 

18. No judgment has been rendered on the claims set forth in this proof of claim. 

19. No payments on the claims set forth in this proof of claim have been made 

by the debtor. 

20. All notices concerning this proof of claim should be sent to: 

Mark D. Sherrill 
Eversheds Sutherland (US) LLP 
1001 Fannin Street, Suite 3700 
Houston, TX 77002 
marksherrill@eversheds-sutherland.us 

with a copy to: 

John H. Longwell 
VP, Chief Counsel, Litigation & Regulatory 
Voya Financial, Inc. 
901 K Street, N.W., Suite 220 
Washington, DC 20001 

6 
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Attachment "A" 

7 
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NYA587750.18 

EXECUTION VERSION 

MASTER ASSET PURCHASE AGREEMENT 

BY AND AMONG 

SCOTTISH RE GROUP LIMITED, 

SCOTTISH HOLDINGS, INC., 

SCOTTISH RE (U.S.), INC, 

SCOTTISH RE LIFE (BERMUDA) LIMITED, 

SCOTTISH RE (DUBLIN) LIMITED, 

AND 

HANNOVER LIFE REASSURANCE COMP ANY OF AMERICA, 

HANNOVER LIFE REASSURANCE (IRELAND) LIMITED, 

AND 

SECURITY LIFE OF DENVER INSURANCE COMPANY, 

SECURITY LIFE OF DENVER INTERNATIONAL LIMITED 

DATED AS OF JANUARY 22, 2009 
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MASTER ASSET PURCHASE AGREEMENT, dated as of January 22, 2009 (this 
"Agreement"), by and among SCOTTISH RE GROUP LIMITED, an exempted company limited 
by shares organized and existing under the laws of the Cayman Islands (the "Parent"), 
SCOTTISH HOLDINGS, INC., a Delaware corporation ("SHI"), SCOTTISH RE (U.S.), INC., a 
Delaware insurance company ("SRUS"), SCOTTISH RE LIFE (BERMUDA) LIMITED, a 
Bermuda insurance company ("SRLB"), SCOTTISH RE (DUBLIN) LIMITED, an Ireland 
insurance company, ("SRD," and together with the Parent, SHI, SRUS and SRLB each a "Seller" 
and collectively the "Sellers"), and HANNOVER LIFE REASSURANCE COMP ANY OF 
AMERICA, a Florida insurance company ("HLRUS") and HANNOVER LIFE 
REASSURANCE (IRELAND) LIMITED, an Ireland insurance company ("HLRI," and together 
with HLRUS, the "Buyers"), and SECURITY LIFE OF DENVER INSURANCE COMPANY, a 
Colorado insurance company ("SLD"), and SECURITY LIFE OF DENVER 
INTERNATIONAL LIMITED, a Bermuda insurance company ("SLDI," and together with SLD, 
the "ING Companies"). 

WHEREAS, the Parent, SRUS and SRLB acquired the individual life reinsurance 
business of the ING Companies (the "ING Block") pursuant to an Asset Purchase Agreement 
dated October 17, 2004, as amended (the "ING APA"); 

WHEREAS, the ING Insurance Contracts (as defined below) are ceded as of the date 
hereof on an indemnity reinsurance basis from the ING Companies to SRUS and SRLB; 

WHEREAS, on the terms and subject to the conditions set forth herein, the Buyers, the 
Sellers and the ING Companies desire for the Buyers to replace SRUS and SRLB as the 
reinsurers of the ING Insurance Contracts in a transaction whereby the ING Companies shall (a) 
recapture the Recaptured Liabilities (as defined below) from SRUS and SRLB, and (b) 
immediately cede the Reinsured Liabilities (as defined below) to the Buyers on an indemnity 
reinsurance basis; 

WHEREAS, on the terms and subject to the conditions set forth herein, the Sellers and 
the ING Companies shall novate the UHRL Liabilities to the Buyers pursuant to the UHRL 
Novation Documents; 

WHEREAS, simultaneously with the consummation of the recapture and reinsurance 
transactions, the Sellers wish to sell, transfer, assign and delegate to the Buyers, and the Buyers 
shall purchase, accept and assume from the Sellers certain assets and liabilities, which are 
primarily used with or relate to the administration of the ING Insurance Contracts; 

WHEREAS, simultaneously with the consummation of the recapture and reinsurance 
transactions, the parties wish for the Buyers to enter into certain administrative servicing 
arrangements with the Sellers and the ING Companies; 

NOW, THEREFORE, in consideration of the representations, warranties, covenants and 
agreements contained in this Agreement, the parties agree as follows: 
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ARTICLE I 

DEFINITIONS 

Section 1.1. Definitions. For purposes of this Agreement, the following terms shall 
have the respective meanings set forth below: 

"2005 Inuring Reinsurance Advance" means an amount equal to (i) the quota share of the 
business ceded by SLD under the Ballantyne Reinsurance Agreement as of December 31, 2008 
multiplied by (ii) $5,905,000. 

"Acquired Asset Value" shall mean $18,000,000. 

"Acquired Assets" means each of the assets described on Exhibit A-1 hereto. 
Notwithstanding the foregoing or any omission on Exhibit A-1, the Acquired Assets include (a) 
all of the Sellers' material assets relating to premium accounting, client data management, 
business support, treaty audits, external third party retrocession administration, claims and 
administration systems and furniture, fixtures and equipment relating to such operations, in each 
case in respect of the Sellers' U.S. mortality risk reinsurance business which is known as 
"Traditional Solutions" and which includes the Reinsured Liabilities and (b) all Seller 
Intellectual Property relating to the administration of the Reinsured Liabilities or the provision of 
services pursuant to the Scottish Re Administrative Services Agreement, including the SAGE 
administrative system (including associated applications such as RADAR, CMLIS, DLA and 
Re View), the SUMMIT pricing system, the ASCENT underwriting system, the Mortality 
Research Center, Documentum, Moses, CIC and QIS, any supporting software or infrastructure 
relating to these systems; provided that the Acquired Assets shall not include any Excluded IP 
Assets. For the avoidance of doubt, if an asset is listed on Exhibit A-1 and also is an Excluded 
Asset, only that portion of the asset to be retained by the Sellers pursuant to Exhibit A-2 shall be 
excluded from the Acquired Assets. 

"Acquired Business" means the (a) the Acquired Assets, (b) the Assumed Liabilities and 
the reinsurance business conducted with respect thereto, but shall not mean, in any case, any 
Excluded Liabilities, ( c) Premiums due to be paid on or after the Effective Time and prior to the 
Closing Date with respect to the ING Insurance Contracts, and (d) reinsurance recoverables with 
respect to the ING Insurance Contracts under the ING Retrocession Agreements and the Scottish 
Retrocession Agreements for losses incurred on or after the Effective Time and prior to the 
Closing Date. 

"Affiliate" of any Person means: (i) with respect to any Seller, the Parent and each 
Subsidiary of the Parent, and (ii) with respect to any other Person, another Person that directly or 
indirectly, through one or more intermediaries, controls, is controlled by, or is under common 
control with, such first Person. 

"Agreement" shall have the meaning set forth in the introductory paragraph. 

"Amended SLD-SLDI Agreements" means the SLD-SLDI Agreements, as amended at 
Closing to be substantially in the form of Exhibits T-1 and T-2 hereto. 
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"Assessment Date" shall have the meaning set forth in Section 2.3(a). 

"Assumed Liabilities" means (a) the Reinsured Liabilities, and (b) each of the liabilities 
and obligations set forth on Exhibit B hereto. 

"Ballantyne" means Ballantyne Re plc. 

"Ballantyne 04 Recapture" means the recapture, if any, prior to the Closing by SLD of a 
quota share of the business ceded under the Ballantyne Reinsurance Agreement effective as of 
December 31, 2008. 

"Ballantyne 04 Recapture Adjustment" means the aggregate market value of the 
Ballantyne Recapture Assets as of the Closing Date. 

"Ballantyne Recapture" shall have the meaning set forth in Section 7.9(f). 

"Ballantyne Recapture Assets" shall have the meaning set forth in Section 2.2(d). 

"Ballantyne Reinsurance Agreement" means the Amended and Restated Indemnity 
Reinsurance Agreement between SLD and Ballantyne, effective as of October 1, 2008, as 
amended from time to time. 

"Bill of Sale. Assignment and Assumption" shall have the meaning set forth in Section 
2.5(a)(i). 

"Books and Records" shall mean all records (in any type of storage medium) in the 
possession or control of the Sellers with respect to the Acquired Business, including, without 
limitation, customer lists, sales records, records relating to regulatory matters, financial and 
accounting records, reinsurance records, administrative records, underwriting and/or pricing 
databases, and compliance records. For the avoidance of doubt, if any such records contain 
information which does not relate to the Acquired Business, such information shall not constitute 
"Books and Records." 

"Business Day" means any day that is not a Saturday, a Sunday or other day on which 
banks are required or authorized by Law to be closed in the City of New York. 

"Business Employee" means each Employee whose work primarily relates to the 
Acquired Business, which Persons are set forth on Section l.l(a) of the Sellers Disclosure Letter. 

"Buyer Indemnitees" shall have the meaning set forth in Section 10.2. 

"Buyer Indicative Market Valuation List" shall have the meaning set forth in Section 
2.2(c)(ii). 

"Buyer Material Adverse Effect" means with respect to each of the Buyers, any event, 
change, circumstance or effect that individually or in the aggregate, is, or is reasonably likely to 
be, materially adverse to the ability of the Buyer to consummate the transactions contemplated 
by this Agreement or the other Transaction Documents. 
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"Buyers" shall have the meaning set forth in the introductory paragraph. 

"Buyers Disclosure Letter" shall have the meaning set forth in Article V. 

"Buyers Facility" shall have the meaning set forth in Section 7.9(d). 

"Change of Control of Parent" means the consummation of any transaction or series of 
transactions that result in the Parent no longer being under the control of one holder of the 
Investor Shares as of the date of this Agreement, or both such holders jointly. 

"Charlotte Lease Amendments" shall have the meaning set forth in Section 7 .19(b ). 

"Closing" shall have the meaning set forth in Section 2.4. 

"Closing Date" shall have the meaning set forth in Section 2.4. 

"Closing Payment Amount" shall mean $1,325,000,000 plus (i) the Interim Period 
Reinsurance Payments Adjustment plus (ii) the Interim Period Earnings Adjustment minus (iii) 
an amount equal to the accrued and unpaid interest as of and including the Closing Date on the 
Investment Assets transferred at Closing as contemplated by Section 2.2(c) plus (iv) the 2005 
Inuring Reinsurance Advance plus (v) the Ballantyne Q4 Recapture Adjustment, minus (vi) the 
Lease Assignment Adjustment. 

"COBRA" means Section 4980B of the Code and Title I, Subtitle B, Part 6 ofERISA. 

"Code" means the United States Internal Revenue Code of 1986, as amended. 

"Company Claims" shall have the meaning set forth in Section 7.7(a). 

"Company Liabilities" shall have the meaning set forth in Section 7.7(a). 

"Computer Programs" means (i) all computer programs, including all object code, code 
applications, databases, executables, copy books and all modules required to compile programs, 
(ii) all source code, programming notes, flow charts, descriptions and other materials used to 
design, plan, organize, develop, compile, support and maintain any of the foregoing, and (iii) all 
documentation, including operator manuals and training materials, relating to the foregoing. 

"Confidentiality Agreement" means the confidentiality agreement entered into prior to 
the date hereof by the Buyer and the Parent in connection with the transactions contemplated 
hereby, as amended. 

"Contracts" shall have the meaning set forth in Section 3.1 l(a). 

"Copyrights" means all copyrightable works (including Computer Programs, website 
content, documentation and related items), whether or not published or registered, all copyrights 
(including the copyrights to any Computer Programs), mask works, derivative works thereof, and 
all applications, registrations, and renewals in connection therewith. 
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"Core Intellectual Property" shall mean the SAGE administrative system (including 
associated applications such as RADAR, CMLIS, DLA and Re View), the SUMMIT pricing 
system, the ASCENT underwriting system, the Mortality Research Center, Documentum, Moses, 
CIC and QIS, any supporting software or infrastructure relating to these systems; provided that 
the Core Intellectual Property shall not include any Excluded IP Assets. For the avoidance of 
doubt, if an asset is included in the Core Intellectual Property and is also an Excluded Asset, only 
that portion of the asset to be retained by the Sellers pursuant to Exhibit A-2 shall be excluded 
from the Core Intellectual Property. 

"Covered Amount" shall have the meaning set forth in Section 7.9(b). 

"Credit Event" means with respect to any security, (i) the occurrence of a "Bankruptcy" 
of the issuer of such security (as the term "Bankruptcy" is defined in the 2003 ISDA Credit 
Derivatives Definitions, published by the International Swaps and Derivatives Association, Inc., 
determined as if such issuer were a "Reference Entity") or (ii) a downgrade in the rating of such 
security in effect on the date of this Agreement by either of Moody's Investors Service, Inc. or 
Standard & Poor's Ratings Group, a division of The McGraw-Hill Companies, Inc., from 
investment grade to non-investment grade. 

"D&L" shall have the meaning set forth in Section 11.12. 

"Data" means (i) all information that is stored or accessible using any computer, network, 
Computer Program or any combination thereof, and (ii) statistical data, compilations and 
analyses used or created to support business processes (including underwriting decisions, risk 
management, pricing and transaction processing) that is stored in or accessible using any 
computer, network, Computer Program or any combination thereof. 

"Data Room" means the electronic data room created by the Sellers, and to which the 
Buyers have been given access in connection with the transactions contemplated by this 
Agreement, as supplemented by written correspondence (including documents provided 
therewith) from the Sellers, or any of their Affiliates or Representatives, to the Buyers, or any of 
their Representatives (including by electronic mail, facsimile transmission or through the 
facilities of the electronic data room). 

"Database" means any electronic compilation of Data (including any documentation 
needed to run, modify or interpret the same). 

"December SAP Statements" shall have the meaning set forth in Section 3.4. 

"Denver Lease Assignment" shall have the meaning set forth in Section 7.19(a). 

"Effective Time" means 12: 01 a.m. New York time, on January 1, 2009. 

"Employee" means each individual who immediately prior to the Closing is employed by 
the Sellers. 

"Employee Benefit Plan" means (a) each "employee benefit plan" (as defined in Section 
3(3) ofERISA); (b) each deferred compensation, profit sharing, equity-based, and non-statutory 
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unemployment scheme, plan, program, agreement, arrangement, commitment and/or practice for 
the benefit of Business Employees (wherever employed), and/or their dependents and 
beneficiaries; and ( c) each bonus, incentive, fringe benefit ( other than a fringe benefit described 
in Code Section 132(a)), salary continuation, accrued leave, vacation, sick pay, and sick leave 
plan, program, agreement, arrangement, commitment and/or practice for the benefit of any 
defined category of Business Employees (wherever employed) ten (10) or more in number, 
and/or their dependents and beneficiaries, other than any such plan, program, agreement, 
arrangement, commitment and/or practice the benefits of which do not exceed in fair market 
value two percent (2%) of each such Business Employee's taxable compensation during the 
twelve (12) months immediately preceding the Closing Date. 

"Employee Information" shall have the meaning set forth in Section 7.12(a). 

"ERISA" means the United States Employee Retirement Income Security Act of 1974, as 
amended. 

"Escrow Agent" shall have the meaning set forth in Section 2.3(b ). 

"Escrow Agreement" shall have the meaning set forth in Section 2.3(b). 

"Escrow Funds" shall have the meaning set forth in Section 2.3(b). 

"Exchange Act" means the United States Securities Exchange Act of 1934, as amended, 
and the rules and regulations promulgated thereunder. 

"Exchange Act Report" means each publicly available form, report, schedule, statement 
and other document filed with or furnished to the United States Securities and Exchange 
Commission by the Parent pursuant to the Exchange Act prior to the date hereof ( as such 
documents have since the time of their filing been amended prior to the date hereof). 

"Excluded IP Assets" means the percentage of assets retained by the Sellers, to the extent 
that such assets are also transferred, in part, to the Buyers, as described in Exhibit A-2 hereto. 

"Excluded Liabilities" means all liabilities or obligations of any character or nature 
(whether known or unknown, absolute or contingent, disclosed or undisclosed) of any of the 
Sellers that are not Assumed Liabilities, including the Retained Reinsurance Liabilities. 

"Extra-Contractual Obligations" means all liabilities and obligations to any Person 
(including, without limitation, a Governmental Entity) arising out of or relating to ING Insurance 
Contracts ( other than liabilities or obligations arising under the express terms and conditions of 
ING Insurance Contracts), including any liability for fines, penalties, forfeitures, punitive, 
special, exemplary or other form of extra-contractual damages, including all legal fees and 
expenses relating thereto, which liabilities or obligations arise from any act, error or omission, 
whether or not intentional, negligent, in bad faith or otherwise, relating to: (i) the administration 
of the ING Insurance Contracts; (ii) the investigation, defense, trial, settlement or handling of 
claims, benefits, or payments under the ING Insurance Contracts; or (iii) the failure to pay, the 
delay in payment, or errors in calculating or administering the payment of benefits or claims 
under or in connection with the ING Insurance Contracts. 
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"Facility Collateral Change Amount" shall have the meaning set forth in Section 7.9(e). 

"GAAP" means generally accepted accounting principles in the United States of 
America. 

"Governmental Entity" shall have the meaning set forth in Section 3 .3. 

"HLRI" shall have the meaning set forth in the introductory paragraph. 

"HLRUS" shall have the meaning set forth in the introductory paragraph. 

"IBNR Trust Agreements" shall have the meaning set forth in Section 7 .10( d). 

"Indemnified Party" shall have the meaning set forth in Section 10.5. 

"Indemnifying Party" shall have the meaning set forth in Section 10.5. 

"Indemnity Cap" shall have the meaning set forth in Section 10.4(a)(ii). 

"Industry Risk Retrocession Agreements" means, collectively, the Industry Risk 
Retrocession Agreement, dated as of December 31, 2004, by and between SLD and SRUS and 
the Industry Risk Retrocession Agreement, dated as of December 31, 2004, by and between SLD 
and SRLB. 

"ING Administrative Services Agreement" means the administrative service agreement 
among HLRUS, SLD and SLDI to be entered into at Closing, substantially in the form of Exhibit 
C-1 hereto. 

"ING AP A" shall have the meaning set forth in the recitals. 

"ING Asset Management Services Agreement" means the asset management services 
agreement between HLRUS and SLD to be entered into at Closing, substantially in the form of 
Exhibit D hereto. 

"ING-Ballantyne Administrative Services Agreement" means the administrative services 
agreement (with respect to Ballantyne) among HLRUS and SLD to be entered into at Closing, 
substantially in the form of Exhibit C-2 hereto. 

"ING Block" shall have the meaning set forth in the recitals. 

"ING Companies" shall have the meaning set forth in the introductory paragraph. 

"ING Companies Disclosure Letter" shall have the meaning set forth in Article VI. 

"ING Companies Material Adverse Effect" means with respect to each of the ING 
Companies, any event, change, circumstance or effect that individually or in the aggregate, is, or 
is reasonably likely to be, materially adverse to the ability of either of the ING Companies to 
consummate the transactions contemplated by this Agreement or the other Transaction 
Documents. 
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"ING Facility" shall have the meaning set forth in Section 7.9(a). 

"ING Indemnitees" shall have the meaning set forth in Section 10.6(a). 

"ING Insurance Contracts" means the life reinsurance contracts entered into by SLD or 
SLDI and covered immediately prior to the Effective Time under the SLD-SRUS Reinsurance 
Agreements and the SLDI-SRLB Reinsurance Agreements. 

"ING Letter Agreement" means that certain letter agreement dated December 31, 2004 
by and among ING America Insurance Holdings, Inc., the ING Companies, the Parent, SRUS 
and SRLB relating to certain matters under the ING AP A. 

"ING Retrocession Agreements" mean the retrocession pool agreements identified on 
Exhibit E hereto between SLD and/or SLDI, as cedants, and various third-party 
retrocessionaires. 

"Insurance Regulator" shall have the meaning set forth in Section 3.4. 

"Intellectual Property" means all intellectual property, including without limitation, all 
Computer Programs, Data and Databases, Patents, Trademarks, Copyrights and Trade Secrets, 
and the rights to sue for past, present and future infringement or misappropriation thereof. 

"Interim Payments" shall have the meaning set forth in Section 2.8(a). 

"Interim Period Earnings Adjustment" shall mean an amount equal to $187,993 per day 
from the Effective Time to and including the Closing Date. 

"Interim Period Financial Statements" shall have the meaning set forth in Section 7 .16. 

"Interim Period Reinsurance Payments Adjustment" means an amount equal to the 
aggregate amount of the Interim Receipts minus the aggregate amount of the Interim Payments. 

"Interim Receipts" shall have the meaning set forth in Section 2.8(a). 

"Investment Assets" shall have the meaning set forth in Section 2.2( c )(i). 

"Investor Shares" means the Convertible Cumulative Participating Preferred Shares 
issued by the Parent, and any securities issued in respect thereof or in exchange therefor. 

"Knowledge" means the actual knowledge of (a) with respect to the Sellers, those 
Persons listed in Section 1. l{c) of the Sellers Disclosure Letter, (b) with respect to the Buyers, 
those Persons listed in Section 1.1 (a) of the Buyers Disclosure Letter and ( c) with respect to the 
ING Companies, those persons listed in Section l.l{a) of the ING Companies Disclosure Letter. 

"Law" means any constitution, statute, law, code, administrative interpretation, 
regulation, rule, injunction, judgment, order, writ, decree, ordinance, directive judgment, policy, 
guideline or ruling of any Governmental Entity, including common law. 

"Lease" shall have the meaning set forth in Section 3.16(b)(i). 
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"Lease Assignment Adjustment" means an amount equal to the portion of any lease 
payments made by the Sellers with respect to the leases referred to in Sections 7 .19( a) and (b) 
prior to the Closing Date that relate to periods after the Closing Date to the extent the Buyers 
benefit from such payments. 

"Leased Real Property" shall have the meaning set forth in Section 3.16(a). 

"Liabilities" means any and all debts, liabilities and obligations, whether accrued or 
fixed, absolute or contingent, matured or unmatured or determined or determinable, including 
those arising under any Law or Order and those arising under any contract, agreement, 
arrangement, commitment or undertaking. 

"Licensed Computer Programs" shall have the meaning set forth in Section 3.13(g). 

"Licensed Intellectual Property" means all Intellectual Property licensed or otherwise 
used by any Seller or any of their Subsidiaries primarily in, or material to the conduct of, the 
Acquired Business. 

"Liens" means any liens, pledges, charges, claims, security interests, options, mortgages, 
assignments, hypothecations, preferences, priorities, deposit arrangements, easements, options, 
proxies, voting trusts or other encumbrances of any nature whatsoever (statutory or otherwise). 

"Litigation" shall have the meaning set forth in Section 3.9(a). 

"Losses" shall have the meaning set forth in Section 10.2. 

"Methodology Related Coinsurance Increase" shall have the meaning set forth in Section 
7.9(c). 

"Modco Reserve Methodology" shall have the meaning set forth in Section 7.9(c). 

"New York Court" shall have the meaning set forth in Section 11.8(a). 

"Novated Industry Risk Retrocession Agreements" shall have the meaning set forth in 
Section 7.23. 

"Novation" shall have the meaning set forth in Section 2.3(a). 

"NY DOI" shall have the meaning set forth in Section 7.3(b). 

"OM Treaties" means (i) the Yearly Renewable Term Retrocession Agreement, effective 
April 1, 2003, between SLD and Fidelity and Guaranty Life Insurance Company and (ii) the 
Renewable Term Retrocession Agreement, effective December 31, 2002, between SLD and 
OMNIA Life Insurance Company. 

"Order" shall have the meaning set forth in Section 3.9(a). 

"Outside Date" shall have the meaning set forth in Section 9 .1 ( c ). 
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"Owned Computer Programs" shall have the meaning set forth in Section 3.13(f). 

"Owned Intellectual Property" means all Intellectual Property owned in whole or in part 
by any Seller or any of their Subsidiaries, in each case, constituting an Acquired Asset. 

"Parent" shall have the meaning set forth in the introductory paragraph. 

"Parent Marks" shall have the meaning set forth in Section 7.17(a). 

"Patents" means all patents and patent applications, and all divisions, reissues, 
continuations, extensions, continuations-in-part thereof. 

"Permits" shall have the meaning set forth in Section 3.8(a)(i). 

"Permitted Investment Asset Liens" as to any Investment Asset, means (i) Liens for taxes 
not yet due and payable, (ii) Liens arising under the SLD-SRUS Reinsurance Agreements and 
related transaction documents that will be released prior to, or concurrent with, the Closing, (iii) 
Liens arising under the SLDI-SRLB Reinsurance Agreements and related transaction documents 
that will be released prior to, or concurrent with, the Closing, (iv) Liens arising under or created 
pursuant to authority granted under any investment management agreement entered into between 
the ING Companies and any Seller that will be released prior to, or concurrent with, the Closing, 
(v) Liens in respect of any power-of-attorney granted to any Seller (but not including any Liens 
created pursuant to any actions taken by such Seller pursuant to such power of attorney, unless 
such Lien would be included in another clause in this definition) that will be released prior to, or 
concurrent with, the Closing, and (vi) Liens that arise solely by virtue of this Agreement or any 
Transaction Document. 

"Permitted Liens" as to any asset, means (i) Liens for taxes not yet due and payable, (ii) 
Liens arising by operation oflaw in the ordinary course of business that do not in the aggregate 
materially detract from or impair the value or materially interfere with the present use of such 
asset in the Acquired Business, (iii) Liens that arise solely by virtue of this Agreement or any 
Transaction Document, (iv) other Liens that do not in the aggregate materially detract from or 
impair the value or materially interfere with the present use of such asset in the Acquired 
Business. 

"Person" means an individual, corporation, limited liability company, partnership, joint 
venture, association, trust, unincorporated organization or other entity. 

"Premium" means premiums, consideration, deposits and similar receipts. 

"Proceeding" shall have the meaning given in Section 7.l(b)(iv). 

"Quarterly SAP Statements" shall have the meaning set forth in Section 3.4(ii). 

"Recapture Agreements" shall have the meaning set forth in Section 2. l{a)(i). 

"Recapture Subaccount" shall have the meaning set forth in Section 2.2(d). 
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"Recaptured Liabilities" shall mean the liabilities and obligations reinsured under the 
terms and conditions of the SLD-SRUS Reinsurance Agreements and the SLDI-SRLB 
Reinsurance Agreements, other than the Retained Reinsurance Liabilities and the UHRL 
Liabilities. 

"Reinsured Liabilities" shall mean the liabilities and obligations reinsured under the 
terms and conditions of the SLD-HLRUS Reinsurance Agreements and the SLDI-HLRI 
Reinsurance Agreement; it being understood by the parties hereto that the Reinsured Liabilities 
shall not include any Retained Reinsurance Liabilities. 

"Representatives" shall mean, with respect to any Person, such Person's Affiliates, 
officers, directors, employees, agents, consultants, financial advisors, legal advisors and other 
representatives. 

"Requesting Party" shall have the meaning set forth in Section 7 .22. 

"Required Novating Insurer" shall have the meaning set forth in Section 8. l(d). 

"Responding Party" shall have the meaning set forth in Section 7 .22. 

"Retained Reinsurance Liabilities" means (a) any liabilities or obligations under the 
SLD-SRUS Reinsurance Agreements or the SLDI-SRLB Reinsurance Agreements (without 
giving effect to the Recapture Agreements) with respect to (i) losses incurred or amounts due to 
be paid prior to the Effective Time by SRUS or SRLB, as applicable, including obligations with 
respect to pending claims and claims incurred but not yet reported or (ii) experience refunds 
payable by SRUS or SRLB, as applicable, that relate solely to an accounting period completed 
prior to the Effective Time, (b) any Extra-Contractual Obligations arising from or relating to the 
acts, errors or omissions by Sellers or their Representatives after January 1, 2005 and prior to the 
Closing Date, ( c) reinsurance premiums due to be paid prior to the Effective Time with respect to 
the ING Insurance Contracts under the ING Retrocession Agreements and any other Retroceded 
Reinsurance Agreement ( as defined in the ING AP A) or the Scottish Retrocession Agreements, 
( d) any Taxes due to the extent such Taxes relate to Premiums received by or accrued by the 
Sellers or the ING Companies prior to the Effective Time, (e) assessments and similar charges in 
connection with participation by the Sellers or the ING Companies whether voluntary or 
involuntary in any guaranty association established or governed by any U.S. state or other 
jurisdiction to the extent such assessments and charges relate to periods beginning prior to the 
Effective Time, (f) commissions payable with respect to the ING Insurance Contracts to or for 
the benefit of producers or intermediaries who marketed or produced the ING Insurance 
Contracts to the extent such commissions relate to periods beginning prior to the Effective Time, 
(g) liabilities for returns or refunds of Premiums to the extent such returns or refunds relate to 
Premiums received by or accrued by the Sellers or the ING Companies prior to the Effective 
Time, and (h) expense allowances payable under the ING Insurance Contracts to the extent such 
allowances relate to periods beginning prior to the Effective Time. 

"Retrocession Agreements" means the ING Retrocession Agreements and the Scottish 
Retrocession Agreements. 

"Retrocession Net Amount at Risk" shall have the meaning set forth in Section 2.3(a). 
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"SALIC" means Scottish Annuity & Life Insurance Company (Cayman) Ltd. 

"SAP" shall have the meaning set forth in Section 3.4. 

"Scottish Re Administrative Services Agreement" means the administrative service 
agreement between HLRUS and Parent to be entered into at the Closing substantially in the form 
of Exhibit F hereto. 

"Scottish Retrocession Agreements" mean the retrocession agreements identified on 
Exhibit G between SRUS, SRLB, SRD and/or SALIC, as cedants, and various third-party 
retrocessionaires, as such retrocession agreements relate to Reinsured Liabilities. 

"Segregated Account" means the segregated account established by SLD pursuant to 
Section 5.25 of the ING APA. 

"Seller Financial Statements" means the December SAP Statements and the Quarterly 
SAP Statements. 

"Seller Indemnitees" shall have the meaning set forth in Section 10.3. 

"Seller Intellectual Property" means all Owned Intellectual Property and all Licensed 
Intellectual Property. 

"Seller Material Adverse Effect" means (a) any event, change, circumstance or effect that 
individually or in the aggregate is or is reasonably likely to be materially adverse to the ability of 
any Seller to consummate the transactions contemplated by this Agreement or the other 
Transaction Documents or perform their obligations hereunder or thereunder, or (b) any event, 
change, circumstance or effect that individually or in the aggregate is or is reasonably likely to 
be materially adverse on the financial condition, assets, liabilities, properties, business or results 
of operations of the Acquired Business, taken as a whole, but shall exclude, only in the case of 
clause (b) above, any such effect resulting from, relating to or arising out of: (i) general 
economic, political (including national and international political conditions) or market 
conditions (including changes in interest rates), so long as such conditions do not have a 
materially disproportionate effect on the Acquired Business, taken as a whole, compared to 
similar business reinsured by other United States life reinsurance companies; (ii) any change or 
proposed change in Law or accounting or actuarial principles required in any jurisdiction, so 
long as such change or proposed change does not have a materially disproportionate effect on the 
Acquired Business, taken as a whole, compared to similar business reinsured by other United 
States life reinsurance companies; (iii) any failure of any of the Sellers or the Acquired Business 
to achieve internal financial or other projections or budgets (it being the understanding of the 
parties hereto that the underlying cause for such failure may constitute a Seller Material Adverse 
Effect if such event is not otherwise excluded from the definition of Seller Material Adverse 
Effect); and (iv) any occurrence or condition arising out of the negotiation and execution of this 
Agreement, the consummation of the transactions contemplated hereby, or the public 
announcement thereof ( including any occurrence or condition arising out of the identity of or 
facts relating to the Buyers or any ratings action taken by one or more of the nationally 
recognized statistical rating organizations with respect to the rating of any of the Sellers). 
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"Sellers" shall have the meaning set forth in the introductory paragraph. 

"Sellers Disclosure Letter" shall have the meaning set forth in Article III. 

"Sellers' Insurance Policies" shall have the meaning set forth in Section 7.7(a). 

"SHI" shall have the meaning set forth in the introductory paragraph. 

"SLD" shall have the meanings set forth in the introductory paragraph. 

"SLD-HLRUS Reinsurance Agreements" mean the reinsurance agreements pursuant to 
which SLD shall cede certain ING Insurance Contracts to HLRUS and which shall be entered 
into at Closing substantially in the form of Exhibits H hereto. 

"SLD-SLDI Agreements" means Treaty 2774 between SLD, as ceding company, and 
SLDI, as reinsurer, effective July 1, 2000, and Treaty 2962 between SLD, as ceding company, 
and SLDI, as reinsurer, effective June 1, 2002. 

"SLD-SLDI Retroceded Business" shall have the meaning set forth in Section 7.9(b). 

"SLD-SRUS Reinsurance Agreements" mean the reinsurance agreements listed on 
Exhibit I. 

"SLD-SRUS UHRL Reinsurance Agreement" means the Coinsurance Agreement 
between SLD and SRUS dated December 22, 2005. 

"SLDI" shall have the meaning set forth in the introductory paragraph. 

"SLDI-HLRI Reinsurance Agreement" means the reinsurance agreement pursuant to 
which SLDI shall cede certain ING Insurance Contracts to HLRI and which shall be entered into 
at Closing substantially in the form of Exhibit J hereto. 

"SLDI-SRLB Reinsurance Agreements" mean the reinsurance agreements between SLDI 
and SRLB listed on Exhibit K. 

"SRD" shall have the meaning set forth in the introductory paragraph. 

"SRLB" shall have the meaning set forth in the introductory paragraph. 

"SRLB IBNR Trust Required Balance" shall have the meaning set forth in Section 
7.lO(b). 

"SRLB Subject Claims" shall have the meaning set forth in Section 7 .1 O(b ). 

"SRUS" shall have the meaning set forth in the introductory paragraph. 

"SRUS IBNR Trust Required Balance" shall have the meaning set forth in Section 
7.lO(a). 
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"SRUS Subject Claims" shall have the meaning set forth in Section 7.lO(a). 

"Subsidiary" of any Person means another Person fifty percent ( 50%) or more of the total 
combined voting power of all classes of capital stock or other voting interests of which, or fifty 
percent (50%) or more of the equity securities of which, is owned directly or indirectly by such 
first Person. · 

"Taxes" means all income, property, sales, excise, employment, payroll, withholding and 
other taxes, tariffs or governmental charges of any nature whatsoever imposed by any 
Governmental Entity (together with any interest or penalty, addition to Tax or additional amount 
imposed with respect thereto). 

"Third Party Claim" shall have the meaning set forth in Section 10.5. 

"Threshold" shall have the meaning set forth in Section 10.4(a)(i). 

"Trade Secrets" shall mean all trade secrets and confidential business information 
including all inventions, compositions, methodologies, processes and techniques (in each case 
whether or not patentable), discoveries, developments, ideas, concepts, research and 
development, Data and Databases, designs, formulae, methods, processes, designs, drawings, 
specifications, technology, items of proprietary know-how, information or data, prospect lists, 
customer lists, supplier lists, projections, analyses and market studies, pricing and cost 
information, business and marketing plans and proposals, and all other proprietary items; 
provided, that "Trade Secrets" does not include non-proprietary information, know-how or 
processes otherwise available to the industry or the public. 

"Trademarks" means all trademarks, service marks, certification marks, trade dress, logos 
and other indicators of source, trade names, internet domain names, and corporate names, 
together with all translations, adaptations, derivations and combinations thereof, including all 
goodwill associated therewith, and all applications, registrations and renewals in connection 
therewith. 

"Transaction Documents" shall mean, collectively, this Agreement, the documents to be 
delivered at Closing pursuant to Sections 2.5, 2.6 and 2.7, and all other documents, instruments, 
certificates or agreements otherwise executed in connection herewith. 

"Transfer Account" shall have the meaning set forth in Section 2.2(c). 

"Transferred Employees" shall have the meaning set forth in Section 7.12(a). 

"Transition Services Agreement" means the transition services agreement between 
HLRUS and SRUS to be entered into at Closing substantially in the form of Exhibit L hereto. 

"UHRL" shall mean Union Hamilton Reinsurance, Ltd. 

"UHRL Liabilities" shall mean the liabilities and obligations reinsured under the terms 
and conditions of the SLD-SRUS UHRL Reinsurance Agreement. 
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"UHRL Novation Documents" shall have !he meaning set forth in Section 7.8(a). 

"UHRL Transaction Documents" shall mean (i) the Reinsurance Agreement, effective as 
of December 22, 2005, between SRUS and UHRL, (ii) the Stop Loss Reinsurance Agreement, 
effective as of December 22, 2005, between SRUS and SRD, (iii) the Stop Loss Retrocession 
Agreement, effective as of December 22, 2005, between UHRL and SRD, (iv) the Reinsurance 
Trust Agreement, dated as of December 22, 2005, between UHRL, SRUS and US Bank National 
Association, as Trustee, (v) the Security Trust Agreement, effective as of December 22, 2005, 
among UHRL, SRD, SALIC, the Parent and The Bank of New York, as Trustee, (vi) the 
Guarantee, effective as of December 22, 2005, by Wachovia Corporation in favor of the 
Company, (vii) the Side Letter, dated December 22, 2005, between SALIC, the Parent, SRD and 
UHRL, and all other instruments, agreements and certificates delivered in connection therewith. 

"WARN" shall mean the Worker Adjustment and Retraining Notification Act of 1988, as 
amended. 

ARTICLE II 

PURCHASE AND SALE 

Section 2.1. Purchase and Sale. 

(a) As contemplated by, and subject to the consummation of, this Agreement, 
effective as of the Effective Time: 

(i) SLD and SLDI, respectively, shall enter into recapture agreements 
and agreements to be mutually agreed between the Sellers and the ING Companies prior 
to the Closing that terminate certain other agreements associated with the ING Block, 
including the ING Letter Agreement, with SRUS and SRLB, respectively, pursuant to the 
terms of which SLD and SLDI will recapture one hundred percent (100%) of the 
Recaptured Liabilities ceded under the SLD-SRUS Reinsurance Agreements and the 
SLDI-SRLB Reinsurance agreements (collectively, the "Recapture Agreements"); 

(ii) SLD and SLDI, respectively, shall enter into the SLD-HLRUS 
Reinsurance Agreements and the SLDI-HLRI Reinsurance Agreement with HLRUS and 
HLRI pursuant to the terms of which SLD and SLDI will cede one hundred percent 
(100%) of the Reinsured Liabilities to HLRUS and HLRI, respectively. 

(iii) SLD and SLDI shall enter into the Amended SLD-SLDI 
Agreements. 

(iv) The Sellers, the Buyers and the ING Companies shall enter into the 
UHRL N ovation Documents. 

(b) Upon the terms and subject to the conditions of this Agreement, at the 
Closing: 
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(i) The Buyers shall assume from the applicable Sellers, and be 
obligated to pay, perform and discharge all of, the Assumed Liabilities other than the 
Reinsured Liabilities; 

(ii) Each Seller shall transfer, assign and deliver to the applicable 
Buyer, and such Buyer shall purchase, acquire and accept from such Seller, the Acquired 
Assets owned by such Seller, free and clear of all Liens, other than Permitted Liens. 

( c) On or prior to the Closing Date, each Seller shall exercise all rights, and 
take all such other actions, necessary to effect the conveyance of the Acquired Assets, free and 
clear of all Liens, other than Permitted Liens, to the Buyers on the Closing Date. 

Section 2.2. Payments at Closing. 

(a) At the Closing, the Sellers, the Buyers and the ING Companies shall make 
the following payments (in cash and/or transfer of securities (whether direct or through the 
transfer of rights to accounts holding cash and/or securities), in accordance with Section 2.2(c) 
below), as more specifically detailed on Exhibit M hereto, it being understood and agreed among 
the parties that as provided on Exhibit M, the payment obligations set forth below may be settled 
with net payments between parties, and by the direction of payments by the intended recipient of 
such payments to other parties. 

(i) Pursuant to the terms of the Recapture Agreements, SRUS and 
SRLB shall make recapture payments to SLD and SLDI, respectively, in an aggregate 
amount equal to the Closing Payment Amount; 

(ii) Pursuant to the terms of the SLD-HLRUS Reinsurance 
Agreements and the SLDI-HLRI Reinsurance Agreement, SLD and SLDI shall make 
initial premium payments to HLRUS and HLRI, respectively, in an aggregate amount 
equal to the Closing Payment Amount; 

(iii) The Buyers shall make payments to the Sellers in an aggregate 
amount equal to the Acquired Asset Value, which the Buyers and Sellers agree is the 
value of the Acquired Assets. 

(b) For the avoidance of doubt, the Buyers, the Sellers and the ING 
Companies agree that as a result of the Sellers making the payments described on Exhibit M, (i) 
the Sellers shall be credited with having paid to the ING Companies the full recapture payments 
owed with respect to the recapture transactions contemplated by the Recapture Agreements, and 
(ii) the ING Companies shall be credited with having paid to the Buyers the full amount of the 
initial reinsurance premiums in connection with the reinsurance transactions contemplated by the 
SLD-HLRUS Reinsurance Agreements and the SLDI-HLRI Reinsurance Agreement. 

(c) The payments contemplated by Section 2.2(a) and Exhibit M shall be 
made on the Closing Date by a combination of transfers of cash, transfers of Investment Assets 
( as defined below) and a transfer of the Ballantyne Recapture Assets. Such Investment Assets 
shall have an aggregate market value as of the Closing Date equal to the Closing Payment 
Amount, minus the aggregate amount of cash transferred ( excluding any cash in the Recapture 
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Subaccount), minus the Ballantyne Q4 Recapture Adjustment. As set forth on Exhibit M, 
transfers of cash may be effected by one or more wire transfers of immediately available funds or 
by transfer of rights to one or more accounts holding cash, and transfers of Investment Assets 
may be effected by a direct transfer of such Investment Assets or by a transfer of rights to one or 
more accounts holding such Investment Assets (including by way of a recapture and cession of 
reinsurance obligations pursuant to a reinsurance agreement) and transfer of Ballantyne 
Recapture Assets shall be effected by an indirect transfer of rights in the Recapture Subaccount, 
which shall be effected by a transfer of rights in the Segregated Account. Any account in which 
the Sellers' rights will be transferred to the Buyers at Closing as described in the preceding 
sentence is referred to herein as a "Transfer Account." At least three (3) Business Days prior to 
the Closing Date, the Buyers shall specify to the Sellers and the ING Companies the account or 
accounts to which all payments or transfers on the Closing Date shall be made ( other than 
payments to be made by way of a Transfer Account). Any transfer of Investment Assets shall be 
on the following terms: 

(i) Prior to the date of this Agreement, the Buyers and the Sellers have 
agreed to a list of securities (the "Investment Assets"), which list is attached hereto as 
Exhibit N-1 (which exhibit specifies the principal amount of each Investment Asset, the 
December 31, 2008 market value of each such Investment Asset, as determined by the 
Sellers, and a description of the valuation methodology used to determine such market 
values). For the avoidance of doubt, Ballantyne Recapture Assets shall not be considered 
Investment Assets for the purposes of this Agreement. 

(ii) Seven (7) Business Days prior to the anticipated Closing Date, the 
Buyers shall provide to the Sellers the Buyers' determination of the market value of each 
of the Investment Assets as of the immediately preceding Business Day (the "Buyer 
Indicative Market Valuation List"), using a valuation methodology consistent with the 
valuation methodology described in Exhibit N-1. In addition, at the time of delivery of 
the Buyer Indicative Market Valuation List, the Buyers may deliver to the Sellers a list of 
securities to be excluded from the list of Investment Assets set forth on Exhibit N-1 that 
have become unacceptable to the Buyers in their reasonable judgment. Any security so 
excluded shall no longer be deemed an Investment Asset for purposes of this Agreement. 
If the Buyers exclude securities from the list of Investment Assets as contemplated by 
this Section 2.2( c )(ii), the Sellers shall be entitled to delay the Closing for a reasonable 
number of days to permit the Sellers to liquidate in an orderly manner sufficient securities 
to fund the related increase to the cash portion of the Closing Payment Amount. 

(iii) Three (3) Business Days prior to the Closing Date, the Buyers may 
deliver an additional list of securities to be excluded from the list of Investment Assets 
set forth on Exhibit N-1; provided, that such list may only include securities that have 
experienced a Credit Event. Any security so excluded shall no longer be deemed an 
Investment Asset for purposes of this Agreement. 

(iv) The market value as of the Closing Date of each of the Investment 
Assets shall be determined by the Buyers based on the closing market prices of the 
Investment Assets on the Business Day immediately preceding the Closing Date, using a 
valuation methodology consistent with the valuation methodology described in Exhibit 
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N-1. The Buyers shall deliver to the Sellers a list of such market values prior to the 
Closing_ as promptly as practicable after such market values are determined. 

(v) The Sellers shall have the right to determine, in their sole 
discretion, whether any Investment Assets will be transferred in satisfaction of the 
Sellers' payment obligations, and if so, which Investment Assets will be so transferred. 
In furtherance of the foregoing, the ING Companies hereby consent to exchanges ofcash 
and securities into and out of any Transfer Account by the Sellers on or after the tenth 
(10th) Business Day preceding the anticipated Closing Date in order to comply with this 
Section 2.2; provided, that such exchanges do not result in the reduction in the aggregate 
value of cash or securities held in such Transfer Account. 

(d) In the event that the Ballantyne Q4 Recapture occurs, the ING Companies 
shall concurrently with such Ballantyne Q4 Recapture deposit cash or securities acceptable to the 
Buyers into a subaccount (the "Recapture Subaccount") established within the Segregated 
Account, with a market value, valued as of the day of transfer, equal to the market value of the 
assets released by Ballantyne to SLD in connection with the Ballantyne Q4 Recapture. Prior to 
the occurrence of the Ballantyne Q4 Recapture, the Buyers and the ING Companies shall 
cooperate to prepare a list of the securities to initially be deposited into the Recapture 
Subaccount, which list shall be designated Exhibit N-2, and such list shall specify the principal 
amount of each such security and the issuer thereof. The Recapture Subaccount shall be used 
exclusively for such cash and the securities listed on Exhibit N-2, plus any interest, earnings, 
proceeds or payments on, with respect to or in respect of such cash and securities (collectively, 
the "Ballantyne Recapture Assets") and all Ballantyne Recapture Assets shall be held in the 
Recapture Subaccount. The Buyers shall have the sole right to direct SRUS as to the 
management of the Ballantyne Recapture Assets, subject to compliance with any applicable 
investment guidelines, and no Ballantyne Recapture Assets may be withdrawn from the 
Recapture Subaccount prior to the earlier of (i) the Closing or (ii) the termination of this 
Agreement in accordance with its terms; provided that Ballantye Recapture Assets may be 
withdrawn from the Recapture Subaccount in connection with the investment management of 
such account, so long as any securities purchased, and the proceeds of any sales, are deposited in 
the Recapture Subaccount. For the avoidance of doubt, the transfer of the Ballantyne Recapture 
Assets at the Closing shall be deemed to satisfy any obligation to make a payment in an amount 
equal to the Ballantyne Q4 Recapture Adjustment. 

(e) The Buyers, the Sellers and the ING Companies acknowledge and agree 
that the payments, asset transfers and assumptions of liabilities described in this Section 2.2 and 
below in Section 2.3 are all integral parts of the same transaction and that such payments 
constitute sufficient consideration for the performance of each party's obligations hereunder and 
under the other Transaction Documents. 

(f) From the date of this Agreement until the Closing Date, the Buyers, the 
Sellers and the ING Companies each agree to cooperate and to work in good faith and to use 
commercially reasonable efforts to finalize Exhibit Min anticipation of the Closing in a form 
reasonably acceptable to each of the parties hereto. 
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Section 2.3. Additional Payment with respect to Novations of Certain ING 
Retrocession Agreements. With respect to the Novations (as defined below) of the ING 
Retrocession Agreements listed on Exhibit O obtained as contemplated by Section 7 .11 (b ): 

(a) If the Sellers have received executed novations or partial novations or any 
other form of agreement reasonably acceptable to the Buyers (any such novation, partial 
novation or agreement, a "Novation") from participants representing less than ninety percent 
(90%) of the net amount at risk shown on Exhibit O (the "Retrocession Net Amount at Risk") by 
the later of (i) the date that is thirty (30) days after the Closing Date and (ii) April 30, 2009 (such 
date, the "Assessment Date"), then the Sellers shall pay to the Buyers an additional amount equal 
to the sum of the amounts set forth on Exhibit O opposite the names of the participants from 
which the Sellers have not received executed Novations. Such payment shall be made by the 
Sellers to the Buyers within ten (10) Business Days following the Assessment Date and shall be 
made by wire transfer of immediately available funds to such account or accounts as the Buyers 
may specify not later than three (3) Business Days after the Assessment Date. 

(b) If the Sellers have received executed Novations from participants 
representing ninety percent (90%) or more of the Retrocession Net Amount at Risk by the 
Assessment Date, then within ten (10) Business Days following such date, the Sellers shall 
deliver to The Bank of New York Mellon (the "Escrow Agent") cash and/or cash equivalents 
reasonably acceptable to the Buyers, in an aggregate amount equal to the product of one-half 
(0.5) multiplied by the sum of the amounts set forth on Exhibit O opposite the names of the 
participants from which the Sellers have not received executed Novations (such amount, together 
with all accrued interest thereon, the "Escrow Funds"). The Escrow Funds shall be deposited by 
the Escrow Agent into an account established by the Escrow Agent pursuant to an escrow 
agreement on terms reasonably acceptable to the Buyers and the Sellers, and based on the 
customary form of the Escrow Agent for such an agreement (the "Escrow Agreement"). The 
Escrow Funds shall be held as a trust fund and shall not be subject to any lien, attachment, 
trustee process or any other judicial process of any creditor of any party. The Escrow Funds 
shall remain in place through December 31, 2009. To the extent the Sellers receive additional 
executed N ovations after the Assessment Date but prior to December 31, 2009, with respect to 
each such additional executed Novation received, Escrow Funds shall be immediately disbursed 
to the Sellers in an amount equal to one-half of the amount set forth on Exhibit O opposite the 
name of the participant from which such executed Novation is received. After December 31, 
2009, any remaining Escrow Funds shall be immediately disbursed to the Buyers. 

Section 2.4. Closing. Upon the terms and subject to the conditions of this Agreement, 
the closing of the transactions contemplated hereby (the "Closing") shall take place at the offices 
of Dewey & LeBoeufLLP, 1301 Avenue of the Americas, New York, New York 10019 at 
10:00 A.M. New York City time on the third (3rd) Business Day following the satisfaction or 
waiver of all conditions to the obligations of the parties set forth in Article VIII or such other 
date and time as to which the parties hereto shall agree. The date on which the Closing actually 
occurs is herein referred to as the "Closing Date." The parties shall use their commercially 
reasonable efforts to cause the Closing to occur on or prior to February 18, 2009. 
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Section 2.5. Deliveries by the Sellers. 

(a) At the Closing, the applicable Sellers shall execute and deliver or cause to 
be delivered to the applicable Buyers or their designee: 

(i) a bill of sale, assignment and assumption, substantially in the form 
attached hereto as Exhibit P (the "Bill of Sale, Assignment and Assumption"), and any 
other requir~d transfer documents, substantially in the form attached hereto as Exhibit 0, 
in each case duly executed by each of the Sellers, transferring to the Buyers, free and 
clear of all Liens other than Permitted Liens, the Acquired Assets; 

(ii) the Scottish Re Administrative Services Agreement; 

(iii) the Transition Services Agreement; 

(iv) the Charlotte Lease Amendments; 

(v) the Denver Lease Assignment; 

(vi) the Novated Industry Risk Retrocession Agreements; 

(vii) novation of the Scottish Retrocession Agreements pursuant to 
Section 7 .11 (a), to the extent obtained prior to the Closing; 

(viii) Sellers and their Affiliates, to the extent they are retrocessionaires 
under the ING Retrocession Agreements, agreement to the novations to the ING 
Retrocession Agreements contemplated by Section 7 .11 (b )(ii); 

(ix) the UHRL Novation Documents contemplated by Section 7.8(a); 
and 

(x) the certificates and other documents required to be delivered to the 
Buyers pursuant to Section 8.2. 

(b) At the Closing, the applicable Sellers shall execute and deliver or cause to 
be delivered to the applicable ING Companies or their designee: 

(i) Recapture amendments for the SLD-SRUS Reinsurance 
Agreements; 

(ii) Recapture amendments for the SLDI-SRLB Reinsurance 
Agreements; 

(iii) Termination of the Security Trust Agreement dated as of 
December 31, 2004 between SRUS, SLD, and The Bank ofNew York; 

(iv) Termination of the Security Trust Agreement dated as of 
December 31, 2004 between SRLB, SLDI and The Bank ofNew York; 
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(v) Termination of the Reinsurance Trust Agreement dated as of 
December 31, 2004 between SRUS, SLD, and The Bank ofNew York; 

(vi) Termination of the Reinsurance Trust Agreement dated as of 
December 31, 2004 between SRLB, SLDI, and The Bank ofNew York; 

(vii) Termination of the Administrative Services Agreement dated as of 
December 31, 2004 between SLD, SLDI and SRUS, as amended; 

(viii) Termination of the Asset Management Services Agreement dated 
as of December 31, 2004 between SRUS and SLD; 

(ix) the UHRL Novation Documents contemplated by Section 7.8(a); 

(x) the Novated Industry Risk Retrocession Agreements; 

(xi) the IBNR Trust Agreements; and 

(xii) the certificates and other documents required to be delivered to the 
ING Companies pursuant to Section 8.4. 

Section 2.6. Deliveries by the Buyers. 

(a) At the Closing, the applicable Buyers shall execute and deliver or cause to 
be delivered to the applicable Sellers or their designee: 

(i) the Bill of Sale, Assignment and Assumption; 

(ii) the Scottish Re Administrative Services Agreement; 

(iii) the Transition Services Agreement; 

(iv) the Charlotte Lease Amendment; 

(v) the Denver Lease Assignments; 

(vi) execution of the novations of the Scottish Retrocession 
Agreements pursuant to Section 7.1 l(a); 

(vii) execution of the novations to the ING Retrocession Agreements 
contemplated by Section 7.1 l(b); 

(viii) the UHRL Novation Documents contemplated by Section 7.8(a); 

(ix) the Novated Industry Risk Retrocession Agreements; and 

(x) the certificates and other documents required to be delivered to the 
Sellers pursuant to Section 8.3. 
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(b) At the Closing, the applicable Buyers shall execute and deliver or cause to 
be delivered to the applicable ING Companies or their designee: 

(i) the SLD-HLRUS Reinsurance Agreements; 

(ii) the SLDI-HLRI Reinsurance Agreement; 

(iii) the ING Administrative Services Agreement; 

(iv) the ING-Ballantyne Administrative Services Agreement; 

(v) the ING Asset Management Services Agreement; 

(vi) the UHRL-related documents contemplated by Section 7.8(a); 

(vii) the Novated Industry Risk Retrocession Agreements; and 

(viii) the certificates and other documents required to be delivered to the 
ING Companies pursuant to Section 8.4. 

Section 2.7. Deliveries by the ING Companies. 

(a) At the Closing, the applicable ING Companies shall execute and deliver or 
cause to be delivered to the applicable Buyers or their designee: 

(i) the SLD-HLRUS Reinsurance Agreements; 

(ii) the SLDI-HLRI Reinsurance Agreement; 

(iii) the ING Administrative Services Agreement; 

(iv) the ING-Ballantyne Administrative Services Agreement; 

(v) the ING Asset Management Services Agreement; 

(vi) the agreements/amendments with respect to UHRL contemplated 
by Section 7.8(a); 

(vii) the Novated Industry Risk Retrocession Agreements; 

(viii) the agreements/amendments with respect to Ballantyne 
contemplated by Section 7.8(b); 

(ix) the ING Companies and their affiliates, to the extent they are 
retrocessionaires under the ING Retrocession Agreements, agreement to the novations to 
the ING Retrocession Agreements contemplated by Section 7.1 l(b)(ii); and 

(x) the certificates and other documents required to be delivered to the 
Buyers pursuant to Section 8.2. 

22 

NY A 587750.18 

Case 18-10160-LSS    Doc 451-1    Filed 08/17/18    Page 38 of 96



Case 18-10160-LSS    Claim 8-1    Filed 05/04/18    Desc Main Document      Page 38 of 95

(b) At the Closing, the applicable ING Companies shall execute and deliver or 
cause to be delivered to the applicable Sellers or their designee: 

(i) Recapture amendments for the SLD-SRUS Reinsurance 
Agreements; 

(ii) Recapture amendments for the SLDI-SRLB Reinsurance 
Agreements; 

(iii) Termination of the Security Trust Agreement dated as of 
December 31, 2004 between SRUS, SLD, and The Bank ofNew York; 

(iv) Termination of the Security Trust Agreement dated as of 
December 31, 2004 between SRLB, SLDI and The Bank ofNew York; 

(v) Termination of the Reinsurance Trust Agreement dated as of 
December 31, 2004 between SRUS, SLD, and The Bank of New York; 

(vi) Termination of the Reinsurance Trust Agreement dated as of 
December 31, 2004 between SRLB, SLDI, and The Bank ofNew York; 

(vii) Termination of the Administrative Services Agreement dated as of 
December 31, 2004 between SLD, SLDI and SRUS, as amended; 

(viii) Termination of the Asset Management Services Agreement dated 
as of December 31, 2004 between SRUS and SLD; 

(ix) the UHRL-related documents contemplated by Section 7.8(a); 

(x) the Novated Industry Risk Retrocession Agreements; 

(xi) the IBNR Trust Agreements; and 

(xii) the certificates and other documents required to be delivered to the 
Sellers pursuant to Section 8.3. 

(c) At the Closing, SLD and SLDI shall execute the Amended SLD-SLDI 
Agreements and shall deliver copies thereof to Buyers and Sellers. 

Section 2.8. Post Effective Time Amounts Received and Paid. 

(a) With respect to the period from and after the Effective Time and prior to 
the Closing, as between the Buyers and the Sellers, (i) all payments of premium and expense and 
tax allowances based on premiums due to be paid during such period, all payments in settlement 
of claims incurred during such period under the Retrocession Agreements and all payments in 
respect of experience refunds that do not relate solely to an accounting period completed prior to 
the Effective Time that are received by the Sellers or any of their Affiliates prior to the Closing 
in respect of those Recaptured Liabilities that will be Reinsured Liabilities after the Closing Date 
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and the UHRL Liabilities shall be for the account of the Buyers ("Interim Receipts") and (ii) all 
payments in settlement of claims incurred during such period, all payments of premium under 
the Retrocession Agreements due to be paid during such period and payments in respect of 
experience refunds that do not relate solely to an accounting period completed prior to the 
Effective Time that are paid by the Sellers or any of their Affiliates prior to the Closing in 
respect of those Recaptured Liabilities that will be Reinsured Liabilities after the Closing Date 
and the UHRL Liabilities shall be for the account of the Buyers ("Interim Payments"). To the 
extent that any payments referred to above in clauses (i) and (ii) are not included in the 
calculation of the Interim Period Reinsurance Payments Adjustment, such payments shall be 
deemed to have been received after the Closing and shall be settled in accordance with the 
provisions of Sections 2.8(b) and (c), and such payments shall not be deemed Interim Receipts or 
Interim Payments. For the avoidance of doubt, with respect to the ING Block, all payments of 
premium and expense and tax allowances based on premiums due to be paid prior to the 
Effective Time, all payments in respect of claims incurred prior to the Effective Time, and all 
payments in respect of experience refunds relating solely to an accounting period completed 
prior to the Effective Time, in each case whether received or paid by any of the Sellers or any of 
their Affiliates, shall be for the account of the Sellers. 

(b) From and after the Closing, as between the Buyers and the Sellers, all 
amounts that are received by the Sellers or any of their Affiliates in respect of the Acquired 
Business (including any payments of premium due to be paid from and after the Effective Time, 
any payments in respect of claims incurred from and after the Effective Time and any payments 
in respect of experience refunds that do not relate solely to an accounting period completed prior 
the Effective Time) shall be received by such Person as agent, in trust for and on behalf of the 
Buyers, and following the Closing the Sellers shall, on a weekly basis for a period of one ( 1) 
year, and promptly upon the receipt thereof after such one (1) year period, pay, or cause to be 
paid, by wire transfer of immediately available funds to the Buyers all such amounts received by 
or paid to any Seller or any of its Affiliates and shall provide the Buyers information as to the 
nature and source of such payments, including any invoice related thereto. 

( c) From and after the Closing, as between the Buyers and the Sellers, all 
amounts that are received by the Buyers or any of their Affiliates with respect to: (i) any 
Retained Reinsurance Liability, (ii) any payments of premium and expense and tax allowances 
based on premiums due to be paid prior to the Effective Time (net of expense allowances based 
on such premiums), (iii) any payments in respect of claims incurred prior to the Effective Time, 
(iv) any payments in respect of experience refunds that relate solely to an accounting period 
completed prior the Effective Time, or (v) any Excluded Liability (including any recoveries from 
retrocessionaires) shall be received by such Person as agent, in trust for and on behalf of the 
Sellers, and following the Closing the Buyers shall, on a weekly basis for a period of one (1) 
year, and promptly upon the receipt thereof after such one (1) year period, pay, or cause to pe 
paid, by wire transfer of immediately available funds to the Sellers all such amounts received by 
or paid to any Buyer or any of its Affiliates and shall provide the Sellers information as to the 
nature and source of such payments, including any invoice related thereto. 

( d) For purposes of any post Closing weekly payments to be made pursuant to 
this Section 2.8, if the amount to be paid by the Sellers pursuant to Section 2.8(b) is greater than 
the amount to be paid by the Buyers pursuant to Section 2.8(c), the Sellers shall pay the Buyers 
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an amount equal to such difference, and if the amount to be paid by the Buyers pursuant to 
Section 2.8(c) is greater than the amount to be paid by the Sellers pursuant to Section 2.8(b), the 
Buyers shall pay the Sellers an amount equal to such difference. 

( e) The parties acknowledge and agree that certain amounts identified as 
being for the account of the Buyers under Sections 2.8(a), (b) and (c) may be for the account of 
the ING Companies under the terms of the SLD-HLRUS and SLDI-HLRl Reinsurance 
Agreements, and the terms of those agreements will govern as to any such amounts as between 
Buyers and the ING Companies. In addition, the parties acknowledge and agree that certain 
amounts identified as being for the account of the Sellers under Sections 2.8(a), (b) and (c) may 
be for the account of the ING Companies under the terms of the Recapture Agreements, and the 
terms of those agreements will govern as to any such amounts as between the Sellers and the 
ING Companies. 

Section 2.9. Consents; Administration Pending Consent. 

(a) Notwithstanding anything in this Agreement to the contrary, this 
Agreement shall not constitute an agreement to assign any Acquired Asset or right ( other than 
Intellectual Property, assets or rights which are governed by Section 2.9(c)) that is included in 
the Acquired Assets but is not assignable or transferable without the consent of any Person, other 
than the Buyers or any of their Affiliates, the Sellers or any of their Affiliates, or the ING 
Companies or any of their Affiliates, or for which assignment without such consent would 
constitute a breach or in any way adversely affect the rights of the Buyers thereunder to the 
extent that such consent shall not have been obtained prior to the Closing; provided, however, 
that the Sellers shall have the continuing obligation after the Closing to use their reasonable 
efforts to endeavor to obtain all necessary consents to the assignment thereof and, upon obtaining 
the requisite third party consents thereto, such agreement, license or rights, shall be transferred 
and assigned to the Buyers hereunder. 

(b) With respect to any Acquired Asset or right ( other than Intellectual 
Property, assets or rights which are governed by Section 2.9(a)) included in the Acquired Assets 
that is not assigned to the Buyers at the Closing by reason of Section 2.9(a), after the Closing and 
until the applicable requisite consents are obtained and the foregoing sold and assigned to the 
Buyers, the applicable Seller shall provide to the Buyers the benefits under each such Acquired 
Asset or right (with the Buyers responsible for all liabilities and obligations thereunder to the 
extent it would be liable under the applicable Acquired Asset if the requisite consent had been 
obtained and such Acquired Asset had been assigned to the Buyers). In particular, in the event 
that any requisite consent is not obtained prior to the Closing, then the Buyers and the Sellers 
shall enter into such arrangements (including reinsuring, sublicensing, subleasing or 
subcontracting, if permitted) to provide to the Buyers the economic and operational equivalent of 
obtaining such requisite consent and assigning such Acquired Asset or right, including 
enforcement for the benefit of the Buyers of all claims or rights arising thereunder, and the 
performance by the Buyers of the obligations thereunder. The Sellers shall take all actions 
reasonably requested by the Buyers to enforce their rights in respect of any such Acquired 
Assets, including the assertion and enforcement of any rights, claim, presentation, demand or 
draw under or with respect to any such Acquired Assets. 
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( c) The Sellers shall at their sole expense obtain the consent of any Person 
required for the assignment or transfer to the Buyers at Closing (without a breach or any other 
adverse effect upon the rights of the Buyers) of the Intellectual Property set forth in Section 
2.9(c)(i) of the Sellers Disclosure Letter, which consent shall be broad enough to authorize the 
Buyers to provide the services Buyers are required to provide under the Scottish Re 
Administrative Service Agreement, the ING Administrative Service Agreement, the ING
Ballantyne Administrative Services Agreement and the Transition Services Agreement and in 
addition, with respect to the Core Intellectual Property, to use the Core Intellectual Property for 
the Buyers' North American reinsurance business; provided that the Sellers shall have no 
obligation under this Section 2.9(c) to obtain such consents or alternative arrangements for the 
provision of Parent Transition Services (as that term is defined in the Transition Services 
Agreement). With respect to the consents contemplated by this Section 2.9(c), such consents 
shall permit the Buyers to use the applicable Intellectual Property until at least the later of (i) the 
date on which such Intellectual Property is no longer required to provide a Buyer Transition 
Service under the Transition Services Agreement or (ii) the date of the expiration of the existing 
term of the agreement underlying the Sellers' right to use such Intellectual Property. Such 
consents shall be in form and substance reasonably acceptable to the Buyers. The Sellers shall 
use their commercially reasonable efforts to promptly obtain all such consents prior to the 
Closing, and to the extent any such consents have not been obtained, the Sellers shall continue to 
use their commercially reasonable efforts to obtain such consents as soon as reasonably 
practicable after the Closing. The Sellers shall be solely responsible for paying any penalties 
owed to a third party for their failure to obtain such consents prior to the Closing; it being 
understood that the Sellers shall not be responsible for the payment of any penalties to the extent 
resulting from the conduct of the Buyers after any such consent has been obtained as 
contemplated by the foregoing sentences or Buyers' breach of an alternative arrangement entered 
into by Buyers as contemplated by the following sentence. In the event that any such consents 
are not obtained prior to the Closing, then the Buyers and the Sellers shall enter into such 
reasonable arrangements (including sublicensing or subcontracting, if permitted) to provide to 
the Buyers the economic and operational equivalent of obtaining such consents and assigning 
such Intellectual Property, including enforcement for the benefit of the Buyers of all claims or 
rights arising thereunder, and the performance by the Buyers of the obligations thereunder. The 
Sellers shall take all actions reasonably requested by the Buyers to enforce their rights in respect 
of any such Intellectual Property, including the assertion and enforcement of any rights, claim, 
presentation, demand or draw under or with respect to any such Intellectual Property. 

(d) To the extent that the Buyers identify to the Sellers during the period 
between the date of this Agreement and the Closing Date any services that will be Parent 
Transition Services (as that term is defined in the Transition Services Agreement) pursuant to the 
Transition Services Agreement, the Sellers will use commercially reasonable efforts to obtain 
prior to Closing any consents required to provide such Parent Transition Services. The costs for 
such consents shall be at the Buyers' sole expense. Such consents shall be reasonably acceptable 
to Buyers and Parent. 

Section 2.10. Treatment of Sale and Reinsurance Transactions. For the avoidance of 
doubt, Sellers, Buyers and the ING Companies agree that the transactions described in Section 
2.1 are intended to constitute (a) a purchase by Buyers from Sellers of the individual life 
reinsurance business previously conducted by the ING Companies (other than the business 
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reinsured to Ballantyne Re directly by SLD as of October 1, 2008) and (b) a recapture of the 
Recaptured Liabilities by the ING Companies from Sellers and an immediate retrocession of the 
Reinsured Liabilities by the ING Companies to the Buyers in furtherance of that purchase. 
Sellers, Buyers and the ING Companies further agree that they and their respective Affiliates 
will treat such transactions in a manner consistent with such intention for all Tax purposes. 

Section 2.11. Additional Post Closing Payments. 

(a) After the Closing Date, each time SLD effects a Ballantyne Recapture, if 
any, upon the effectiveness of each such Ballantyne Recapture, the Buyers shall promptly pay to 
the Sellers an amount equal to the product of (A) the quota share percentage of such Ballantyne 
Recapture and (B) the applicable amount set forth on a schedule to be agreed between the Buyers 
and the Sellers prior to the Closing Date that provides the relevant base premium amounts for 
periods following the Closing, using interpolation to determine amounts falling between 
identified dates, as necessary. 

(b) After the Closing, in the event that SLD is required by an arbitral award to 
return to Ballantyne a portion of any recapture payment received from Ballantyne in connection 
with a Ballantyne Q4 Recapture or a Ballantyne Recapture that is retroceded to HLRl as 
contemplated by Section 7.9(f) ohhis Agreement, then the Buyers shall promptly reimburse 
SLD for the amount so returned upon SLD providing notice to the Sellers of such amount along 
with a copy of such award. 

ARTICLE III 

REPRESENTATIONS AND WARRANTIES OF THE SELLERS TO THE BUYERS 

Except as otherwise disclosed in the corresponding section of the disclosure letter 
delivered by the Sellers in connection with the execution and delivery of this Agreement (the 
"Sellers Disclosure Letter") (provided, that any disclosure contained in any section of the Sellers 
Disclosure Letter shall qualify each other representation and warranty where it would be 
reasonably apparent that it should be an exception to such representation or warranty or be 
disclosed in such section of the Sellers Disclosure Letter, it being acknowledged and agreed by 
the Buyers that the disclosure of any matter set forth in the Sellers Disclosure Letter shall 
expressly not be deemed to constitute an admission by the Sellers or any of their Affiliates, or 
otherwise imply, that any such matter rises to the level of a Seller Material Adverse Effect or is 
otherwise material for purposes of this Agreement), the Sellers hereby represent and warrants to 
the Buyers, as of the date hereof ( except where such representation or warranty is expressly 
made as of another specific date), as follows: 

Section 3 .1. Organization, Standing and Corporate Power. Except as set forth in 
Section 3.1 of the Sellers Disclosure Letter, each Seller is duly incorporated (or, if not a 
corporation, duly organized), validly existing and in good standing under the laws of the 
jurisdiction in which it is incorporated ( or, if not a corporation, in which it is organized), and has 
the requisite power and authority to own, lease and operate its properties and assets and to carry 
on its business as now being conducted. Except as set forth in Section 3 .1 of the Sellers 
Disclosure Letter, each Seller is duly qualified to do business and is in good standing in each 
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jurisdiction in which the nature of its business or the ownership or leasing of its properties makes 
such qualification necessary, other than in such jurisdictions where the failure to be so qualified 
(individually or in the aggregate) would not have a Seller Material Adverse Effect. 

Section 3.2. Authority. Each Seller has the requisite corporate power and authority to 
enter into this Agreement and the other Transaction Documents to which such Seller is a party, 
and, subject to obtaining required regulatory approvals as contemplated by this Agreement, to 
perform its obligations hereunder and thereunder and to consummate the transactions 
contemplated by this Agreement and the other Transaction Documents to which such Seller is a 
party. The execution, delivery and performance of this Agreement and the other Transaction 
Documents by each Seller (to the extent such Seller is a party thereto) and the consummation by 
each Seller of the transactions contemplated hereby and thereby have been duly authorized by all 
necessary corporate action on the part of each Seller. This Agreement has been and at the 
Closing, the other Transaction Documents will be, duly executed and delivered by each Seller 
that is a party hereto and, assuming due authorization, execution and delivery of this Agreement 
and the other Transaction Documents by each of the parties hereto ( other than the Sellers), 
constitute or will constitute, as the case may be, valid and binding obligations of each such 
Seller, enforceable against such Seller in accordance with their respective terms, except that 
(i) such enforcement may be subject to applicable bankruptcy, insolvency or other similar laws, 
now or hereafter in effect, affecting creditors' rights generally, and (ii) the remedy of specific 
performance and injunctive and other forms of equitable relief may be subject to equitable 
defenses and to the discretion of the court before which any proceeding therefor may be brought. 

Section 3.3. Noncontravention; Consents. Except as set forth in Section 3.3(a) of the 
Sellers Disclosure Letter, the execution and delivery by each of the Sellers of this Agreement and 
the other Transaction Documents to which it is a party does not, and the consummation of the 
transactions contemplated by this Agreement and the other Transaction Documents to which it is 
a party will not, (i) violate, conflict with any of the provisions its articles, bylaws or other 
constituent documents (ii) subject to the matters referred to in the next sentence, conflict with, 
result in a breach of or default under (with or without notice or lapse of time, or both), give rise 
to a right of termination or acceleration, or result in the creation of any Lien on any property or 
asset of any Seller under, any agreement, permit, franchise, license or instrument to which any 
Seller is a party, or (iii) subject to the matters referred to in the next sentence, contravene any 
Law applicable to any Seller, which, in the case of clauses (ii) and (iii) above, would have a 
Seller Material Adverse Effect. No consent, approval, waiver or authorization of, or declaration 
or filing with, or notice to, any federal, state or local court, administrative agency or commission 
or other governmental or regulatory authority or agency, political subdivision, instrumentality or 
any securities exchange, in any jurisdiction ( a "Governmental Entity"), and no consent, approval, 
waiver or authorization of any third party, is required by or with respect to any Seller in 
connection with the execution, delivery and performance of this Agreement or the other 
Transaction Documents to which it is a party or the consummation by any Seller of the 
transactions contemplated hereby or thereby except for (a) the approvals, filings and notices 
required under the insurance Laws of the jurisdictions set forth in Section 3.3(b) of the Sellers 
Disclosure Letter, and (b) such other consents, approvals, authorizations, declarations, filings or 
notices as are set forth in Section 3.3(c) of the Sellers Disclosure Letter. 
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Section 3.4. Financial Statements. The Sellers have made available to the Buyers in 
the Data Room true and complete copies of the (i) the annual audited statutory financial 
statements of SRUS, SRLB and SRO as of December 31, 2006 and 2007 including the exhibits, 
schedules and notes thereto (the "December SAP Statements") and (ii) the unaudited statutory 
financial statements ofSRUS as of March 31, 2008, June 30, 2008 and September 30, 2008, 
including the exhibits, schedules and notes thereto for the three, six and nine month periods then 
ended (the "Quarterly SAP Statements"), in each case to the extent each of SRUS, SRLB and 
SRO is required by applicable Law to prepare such financial statements, and in each case as filed 
with the Governmental Entity charged with supervision of insurance companies in the 
jurisdiction of domicile of such Subsidiary (the "Insurance Regulator"). Except as set forth in 
Section 3.4 of the Sellers Disclosure Letter, the Seller Financial Statements were, and upon their 
delivery to the Buyers, the Interim Period Financial Statements (as defined below) will have 
been (x) prepared in conformity with statutory accounting practices ("SAP") prescribed or 
permitted by such Insurance Regulator applied on a consistent basis and present fairly, to the 
extent required by and in conformity with SAP, except as set forth in the notes, exhibits or 
schedules thereto, in all material respects the statutory financial condition of each of SRUS, 
SRLB and SRO at their respective dates and the results of operations and cash flows of each of 
SRUS, SRLB and SRO for each of the periods then ended (subject, in the case of the Quarterly 
SAP Statements, to normal year-end adjustments), and (y) compiled from and are or will be 
consistent with the Books and Records of SRUS, SRLB and SRO, as applicable. 

Section 3.5. The Model. Sellers prepared for Buyers a set of financial projections with 
respect solely to the Acquired Business utilizing Sellers' proprietary financial model. To the 
Knowledge of the Sellers, the data used in preparing such projections was compiled from and is 
consistent with the Books and Records of SRUS, SRLB and SRO, as applicable, as of the date so 
used. The assumptions used in preparing such projections were those provided by Buyers or as 
otherwise disclosed to Buyers. For the avoidance of doubt, no representation or warranty, 
express or implied, is made hereby with regard to the accuracy of such projections or whether 
actual results of the Acquired Business will be consistent with such projections. 

Section 3.6. Absence of Certain Changes or Events. Except as specifically 
contemplated by this Agreement or disclosed in Section 3.6 of the Sellers Disclosure Letter, from 
December 31, 2007 to the date hereof no Seller has: (i) with respect to the Acquired Business, 
made any change in accounting methods, principles or practices materially affecting its assets or 
liabilities, except insofar as may have been required by Law or required or permitted by a change 
in applicable GAAP or SAP, (ii) other than as disclosed to the Buyers in the Data Room, taken 
any action through the date hereof that, if taken during the period from the date hereof through 
the Closing Date, would constitute a breach of Section 7 .1 (b ), or (iii) agreed or committed to 
take any of the foregoing actions. 

Section 3.7. Benefit Plans. 

(a) Each Employee Benefit Plan is listed in Section 3.7(a} of the Sellers 
Disclosure Letter. 

(b) No Employee Benefit Plan (other than an Employee Benefit Plan which is 
intended to be "qualified" within the meaning of Section 401(a) of the Code or which consists of 
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a program in the nature of Workers Compensation coverage) provides post-employment medical, 
surgical, or hospital care or benefits, or benefits in the event of sickness or accident with respect 
to Business Employees ( or former employees who would have been Business Employees but for 
their termination of employment prior to the Closing Date) following their termination of service 
with the Sellers (other than as required pursuant to Section 601 of ERISA). 

(c) No Employee Benefit Plan that is subject to Title IV ofERISA has been 
terminated or is or has been the subject of termination proceedings pursuant to Title IV of 
ERISA and resulted, or would result, in an obligation to make future contributions to such 
Employee Benefit Plan. 

Section 3.8. Compliance with Applicable Laws. This Section 3.8 is not intended to, 
and does not relate to, the subject matter specifically addressed in the representations and 
warranties set forth in Section 3.7 (Benefit Plans) and Section 3.10 (Reserves). 

(a) Except as disclosed in Section 3.8(a) of the Sellers Disclosure Letter, each 
Seller, with respect to the applicable Acquired Assets owned by each of them (i) have in full 
force and effect all material approvals, authorizations, qualifications, orders, consents, 
franchises, licenses, permits, filings and rights required by any Governmental Entity 
(collectively, the "Permits") necessary for them to own, lease or operate their properties and 
assets and to carry on their respective business in the manner and in the jurisdictions as now 
conducted, and (ii) have not received any written notice from any Governmental Entity of the 
failure to have any required Permit, except, in each case, as would not have a Seller Material 
Adverse Effect. 

(b) Except as set forth in Section 3.8(b) of the Sellers Disclosure Letter, the 
Sellers have conducted the Acquired Business in compliance in all material respects with all 
applicable Laws. 

(c) Except as set forth in Section 3.8(c) of the Sellers Disclosure Letter, since 
January 1, 2006, no Seller has received any written notice of a violation of any Law that is 
applicable to the Acquired Business from any Governmental Entity. 

Section 3.9. Litigation. 

(a) Except as disclosed in the Exchange Act Reports or set forth in Section 3.9 
of the Sellers Disclosure Letter (with date, names of parties, court or Governmental Entity and 
docket or other reference number and, if applicable, established reserves), as of the date hereof, 
with respect to the Acquired Business, there is no material suit, action, litigation, claim ( other 
than insurance policy claims arising in the ordinary course), investigation, inquiry, hearing, 
petition, grievance, complaint, controversy, proceeding or arbitration ( collectively, "Litigation") 
pending or, to the Knowledge of the Sellers, threatened in writing against or affecting any of the 
Sellers, nor is there any material judgment, decree, injunction ruling, writ or arbitration award or 
other award ( or agreement entered into in any administrative, judicial or arbitration proceeding 
with any Governmental Entity) or order of any Governmental Entity or arbitrator ( each, an 
"Order") outstanding against or affecting any of the Sellers with respect to the Acquired 
Business. 
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(b) As of the date hereof, there is no Litigation pending or, to the Knowledge 
of the Sellers, threatened in writing against or affecting the Sellers or any of their Affiliates and, 
with respect to Litigation commenced or threatened by any Person other than a Governmental 
Entity, which has a reasonable probability of success, that (i) seeks to restrain or enjoin the 
consummation of any of the transactions contemplated by this Agreement or (ii) would have a 
Seller Material Adverse Effect. 

( c) As of the Closing Date, except as set forth on an updated version of 
Section 3.9 of the Sellers Disclosure Letter delivered to the Buyers prior to the Closing, there 
will be no litigation pending or, to the Knowledge of the Sellers, threatened in writing against or 
affecting the Sellers or any of their Affiliates and, with respect to Litigation commenced or 
threatened by any Person other than a Governmental Entity, which has a reasonable probability 
of success, that (i) seeks to restrain or enjoin the consummation of any of the transactions 
contemplated by this Agreement or (ii) would have a Seller Material Adverse Effect. 

Section 3.10. Reserves. The Sellers have made available to the Buyers in the Data 
Room true and complete copies of all material actuarial reports prepared by third-party 
consultants that are in the possession of the Sellers relating to the reserves of SRUS, SRLB or 
SRD with respect to the Acquired Business as of any date on or after December 31, 2007. The 
policy reserves, and other liability amounts required by SAP to be determined using actuarial 
methods, recorded in the December SAP Statements and the Quarterly SAP Statements, as of the 
date thereof: (a) have been determined in accordance with presently accepted actuarial standards 
consistently applied and prepared in accordance with applicable SAP, consistently applied, and 
otherwise meet the requirements of applicable insurance Laws in all material respects; (b) have 
been fairly stated, in accordance with sound actuarial principles; ( c) were based on actuarial 
assumptions which produce reserves at least as great as those called for in any contract provision 
as to reserve basis and method, and were in accordance with any applicable contract provisions; 
and ( d) other than with respect to reserving for pending claims and claims incurred but not 
reported, have been computed on the basis of assumptions consistent with those used to compute 
the corresponding items in such financial statements as of the preceding financial statement 
period-end, except in each case where the failure to do so would not have an adverse effect on 
the Acquired Business. Notwithstanding the foregoing or any other provision of this Agreement 
(including Section 3.4), none of the Sellers is making any representations, express or implied, in 
or pursuant to this Agreement concerning the adequacy or sufficiency of reserves. 

Section 3 .11. Contracts. 

(a) With respect to the Acquired Business, except as listed in Section 3.1 l(a), 
Section 3.13(b) and Section 3.13(g) of the Sellers Disclosure Letter and other than the 
Retrocession Agreements or agreements entered into pursuant to the ING APA, as of the date 
hereof, no Seller is a party to or bound by: 

(i) any agreement with any Governmental Entity which requires the 
Sellers to take, or refrain from taking any actions ( other than ministerial actions taken in 
the ordinary course of business resulting from its status as a regulated entity); 
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(ii) any agreements with "most-favored nations" pricing or other 
terms; or 

(iii) any agreement with any managing general agent, insurance broker, 
insurance agent, insurance producer, adjuster, third party administrator or other insurance 
or reinsurance intermediary. 

Material agreements, commitments, arrangements and plans listed or required to be listed 
in Section 3.1 l{a) of the Sellers Disclosure Letter, Section 3.13(b) of the Sellers 
Disclosure Letter and Section 3.13(g) of the Sellers Disclosure Letter are referred to 
herein as the "Contracts." 

(b) Section 3.1 l(b) of the Sellers Disclosure Letter identifies any Retrocession 
Agreements with respect to which the retrocessionaire has posted a letter of credit, funded a trust 
account or allowed funds to be withheld, in each case for credit for reinsurance purposes. Except 
as set forth in Section 3.1 l(b) of the Sellers Disclosure Letter, there are no amounts recoverable 
under any Retrocession Agreement that are more than ninety (90) calendar days past due or for 
which the reinsurer has provided notice that such amount is not fully collectible in due course. 
Except as set forth in Section 3 .11 (b) of the Sellers Disclosure Letter, none of the Retrocession 
Agreements is unexecuted by any of the parties thereto. 

(c) Copies of ING Insurance Contracts, representing in the aggregate at least 
ninety five percent (95%) of the in-force business by net amount at risk for all ING Insurance 
Contracts, and which copies do not omit any reinsurance contract which individually represents 
more than one-half percent (0.5%) of the in-force business by net amount at risk for all ING 
Insurance Contracts have been made available to the Buyers, including by way of providing 
onsite access to an electronic database that includes electronic versions of such contracts. Such 
copies of the ING Insurance Contracts, or any amendments thereto, executed after January 1, 
2005 are true, correct and complete, and such copies of the ING Contracts executed prior to 
January 1, 2005, to the Knowledge of the Sellers, are true, correct and complete. 

(d) Except as set forth in Section 3.1 l(d) of the Sellers Disclosure Letter, each 
Contract and each Scottish Retrocession Agreement is in full force and effect, and none of the 
Sellers or, to the Knowledge of the Sellers, any other party thereto is in default or breach in any 
material respect under the terms of, or has provided any written notice of any intention to 
terminate, any such Contract or Scottish Retrocession Agreement. Except as set forth in Section 
3.1 l(d) of the Sellers Disclosure Letter, to the Knowledge of the Sellers, each ING Insurance 
Contract and each ING Retrocession Agreement is in full force and effect, and none of the 
parties thereto is in default or breach in any material respect under the terms of, or has provided 
any written notice of any intention to terminate, any such ING Insurance Contract or ING 
Retrocession Agreement. To the Knowledge of the Sellers, no party to any Contract, ING 
Insurance Contract or Retrocession Agreement is the subject of a rehabilitation, liquidation, 
conservation, receivership, bankruptcy or similar proceeding. Except as set forth in Section 
3.1 l(d) of the Sellers Disclosure Letter, to the extent that the Sellers have made the parties to the 
Retrocession Agreements aware of the Novations contemplated by Sections 7.1 l(a) and 7.1 l(b), 
none of the parties to the Retrocession Agreements have provided any notice of their intention 
not to execute such Novations. Except as set forth in Section 3.1 l(d) of the Sellers Disclosure 
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Letter, no event or circumstance has occurred, or will occur by reason of the execution of this 
Agreement or the consummation of any of the transactions contemplated hereby, that, with 
notice or lapse of time or both, would constitute any event of default thereunder or would result 
in a termination thereof or would allow the other party to make any material modification or 
amendment thereto or exercise any other material right under any Contract, ING Insurance 
Contract or Retrocession Agreement. Copies of each Retrocession Agreement (including all 
material modifications and amendments thereto and waivers thereunder) have been made 
available to the Buyers. Such copies of the Retrocession Agreements, or any amendments 
thereto, executed after January 1, 2005 are true, correct and complete and such copies of the 
Retrocession Agreements executed prior to January 1, 2005, to the Knowledge of the Sellers, are 
true, correct and complete. 

(e) True, correct and complete copies of each Contract (other than "shrink-
wrap" license contracts for generally-available Licensed Computer Program) have been made 
available to the Buyers in the Data Room. 

(f) Except as set forth in Section 3.1 l(fl of the Sellers Disclosure Letter, as of 
the date hereof, each UHRL Transaction Document is a valid and binding agreement of the 
Sellers and their Affiliates to the extent parties thereto, and is in full force and effect. Except as 
set forth in Section 3.1 l(fl of the Sellers Disclosure Letter, as disclosed to the Buyers in the Data 
Room or as contemplated by this Agreement, as of the date hereof, none of the Sellers or its 
Affiliates or, to the Knowledge of the Sellers, any other party thereto is in default or breach in 
any material respect under the terms of, or has provided any written notice of any intention to 
terminate, any such UHRL Transaction Document and, to the Knowledge of the Sellers, none of 
the other parties thereto is the subject of a rehabilitation, liquidation, conservation, receivership, 
bankruptcy or similar proceeding. True, correct and complete copies of each UHRL Transaction 
Document in effect as of the date hereof (including all material modifications and amendments 
thereto and waivers thereunder) have been made available to the Buyers in the Data Room. 

Section 3.12. Acquired Assets: Investment Assets. 

(a) As of the date hereof, each Acquired Asset is owned by one or more 
Sellers free and clear of all Liens other than Permitted Liens. The Bill of Sale, Assignment and 
Assumption and any other deeds, endorsements, assignments or other instruments relating to the 
transfer of the Acquired Assets to be executed and delivered by a Seller to the Buyers at the 
Closing will be valid and binding obligations of such Seller, enforceable in accordance with their 
respective terms, except that (i) such enforcement may be subject to applicable bankruptcy, 
insolvency or other similar laws, now or hereafter in effect, affecting creditors' rights generally, 
and (ii) the remedy of specific performance and injunctive and other forms of equitable relief 
may be subject to equitable defenses and to the discretion of the court before which any 
proceeding therefor may be brought. 

(b) Each Investment Asset is owned by one or more Sellers or ING 
Companies free and clear of all Liens other than Permitted Investment Asset Liens. 

Section 3 .13. Intellectual Property. 
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(a) Section 3.13(a) of the Sellers Disclosure Letter identifies (with patent 
numbers, registration numbers or application numbers, as applicable) the current interests of each 
Seller in all Patents included in the Owned Intellectual Property, all registrations or pending 
applications to register any Copyright included in the Owned Intellectual Property, and all 
registrations or pending applications to register any Trademark included in the Owned 
Intellectual Property. Except as set forth in Section 3.13(a) of the Sellers Disclosure Letter, the 
Sellers have taken commercially reasonable actions to protect such Patents, Copyrights and 
Trademarks, including making and maintaining necessary filings and registrations and paying 
any applicable maintenance fees. Section 3.13(a) of the Sellers Disclosure Letter sets forth with 
respect to such Patents, Copyrights and Trademarks any maintenance fees or taxes, filing 
requirements, responses to office actions and similar requirements, the deadline for which falls 
due prior to the Closing Date or within ninety (90) calendar days after the Closing Date. To the 
Knowledge of the Sellers, none of the Sellers is using or enforcing any material Owned 
Intellectual Property in a manner that would reasonably be expected to result in the cancellation 
or unenforceability of the registration for such Owned Intellectual Property. To the Knowledge 
of the Sellers, no Person other than the Sellers and their Subsidiaries owns or has any other right 
in or to, or has claimed any ownership, license or other right in or to, any Owned Intellectual 
Property. 

(b) Section 3. l 3(b) of the Sellers Disclosure Letter identifies all material 
Licensed Intellectual Property, including each agreement, commitment arrangement or contract 
pursuant to which any third party has licensed or otherwise granted any rights with respect 
thereto (other than Computer Programs identified in Section 3.13(g) of the Sellers Disclosure 
Letter). 

(c) Except as set forth in Section 3.13(c) of the Sellers Disclosure Letter, to 
the Knowledge of the Sellers, (i) the conduct of the Acquired Business and use of any of the 
Seller Intellectual Property do not infringe upon or misappropriate the Intellectual Property of 
any third party, (ii) there are no infringements or misappropriations of the Owned Intellectual 
Property by any third-party, and (iii) there are no any infringements or misappropriations by any 
third-party of any of the material Licensed Intellectual Property arising from the applicable 
license to the Sellers. Except as set forth in Section 3.13(c) of the Sellers Disclosure Letter, all 
rights held by the Sellers in Seller Intellectual Property are fully transferable to the Buyers 
without payment to any third party for such transfer and the consummation of the transactions 
contemplated by this Agreement will not alter or impair any of the rights of the Buyers after the · 
Closing to use the Seller Intellectual Property in the manner used by the applicable Seller with 
respect to the Acquired Business prior to the Closing. 

(d) Except as set forth in Section 3.13(d) of the Sellers Disclosure Letter, 
there are no claims pending, or to the Knowledge of the Sellers, threatened: (i) alleging that the 
conduct of the Acquired Business by the Sellers or the use of any of the Seller Intellectual 
Property as currently utilized infringes upon or constitutes an unauthorized use of the Intellectual 
Property of any third-party; (ii) alleging that the Owned Intellectual Property is being infringed 
by any third-party; (iii) alleging that any Licensed Intellectual Property with respect to which the 
Sellers hold any exclusive rights is being infringed by any third-party; or (iv) challenging the 
ownership, validity or enforceability (including, without limitation, through any opposition, 
cancellation, interference or concurrent registration proceedings) of the Owned Intellectual 
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Property or any Licensed Intellectual Property with respect to which the Sellers hold any 
exclusive rights. To the Knowledge of the Sellers, no Seller Intellectual Property is subject to 
any outstanding judgment, injunction, order, decree, or agreement restricting the use thereof by 
any Seller or restricting the licensing or transfer thereof by any Seller. 

(e) Except as set forth in Section 3.13(e) of the Sellers Disclosure Letter, the 
Sellers have taken commercially reasonable actions to maintain the secrecy of all Trade Secrets 
used in the Acquired Business (including requiring current employees to execute a statement of 
compliance with the Parent employee handbook, a copy of which has been provided to the 
Buyers and which includes provisions applicable to the confidentiality of Intellectual Property 
and execution of valid and enforceable agreements with other Persons to whom such confidential 
Intellectual Property is made available). 

(t) Section 3.13(f) of the Sellers Disclosure Letter sets forth the current 
interests of each Seller in all material Computer Programs included in the Owned Intellectual 
Property ( the "Owned Computer Programs"). Except as set forth in Section 3 .13(f) of the Sellers 
Disclosure Letter, the Sellers own and possess a complete copy of the source code for each 
Owned Computer Program. The Sellers have provided to the Buyers all documentation in the 
possession of the Sellers relating to compiling, supporting and maintaining each material Owned 
Computer Program, and, to the Sellers' Knowledge, such documentation is complete in all material 
respects. 

(g) Section 3. l 3(g) of the Sellers Disclosure Letter identifies all material 
Computer Programs included in the Licensed Intellectual Property, including each agreement, 
commitment arrangement or contract pursuant to which any third party has licensed or otherwise 
granted any rights with respect thereto (the "Licensed Computer Programs"), but excluding 
"shrink-wrap" or similar off-the-shelf computer license contracts for generally-available 
Licensed Computer Programs. The Sellers have provided to the Buyers all documentation in the 
possession of the Sellers relating to compiling, supporting and maintaining each material Licensed 
Computer Program, and, to the Sellers' Knowledge, such documentation is complete in all material 
respects. 

(h) Except as set forth in Section 3 .13(h) of the Sellers Disclosure Letter, all 
current employees of each Seller involved in the development oflntellectual Property included 
in the Acquired Assets have executed a statement of compliance with the SHI and SRUS 
employee handbook, a copy of which has been provided to the Buyers and which includes 
provisions applicable to the ownership oflntellectual Property. 

(i) The Sellers have caused to be established and are in material compliance 
with a security program, including technology, practices and procedures generally consistent 
with common practice of comparable-sized companies in the life reinsurance industry designed 
to protect the integrity of transactions executed through their computer systems, the security, 
confidentiality and integrity of their Data and Databases, and against the corruption, infection or 
compromise of Computer Programs operating on their systems or on the systems of third parties 
to which they have been granted access, which security program includes the Sellers. 

Section 3.14. Regulatory Matters. 
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(a) The Sellers have made available to the Buyers in the Data Room true and 
complete copies of all material financial examination, market conduct or other reports of United 
States state insurance departments with respect to the Acquired Business and any equivalent 
reports of other Insurance Regulators with respect to the Acquired Business, in each case, which 
have been completed since January 1, 2006. Other than as set forth in Section 3.14(a) of the 
Sellers Disclosure Letter, since January 1, 2006, no material violations with respect to the 
Acquired Business have been asserted in writing by any Insurance Regulator, other than any 
violation which has been cured or otherwise resolved to the satisfaction of such Insurance 
Regulator or which is no longer being pursued by such Insurance Regulator following a response 
by the relevant Seller. 

(b) The Sellers have delivered or made available to the Buyers in the Data 
Room true and complete copies of all material registrations, filings, notifications and 
submissions made since January 1, 2006 with respect to the Acquired Business by any Seller 
with any Insurance Regulator. Except as identified in Section 3. l 4(b) of the Sellers Disclosure 
Letter, to the Knowledge of the Sellers, no material deficiencies have been asserted by any 
Governmental Entity with respect to such registrations, filings, notifications or submissions that 
have not been satisfied. 

( c) With respect to the Acquired Business, no Seller is, in any material 
respect, in default under or in violation of any Order, stipulation, decree, award or judgment 
entered into with or issued by any Insurance Regulator; nor has any Seller received any notice of 
any such material default or violation that remains uncorrected. 

Section 3.15. Brokers. No broker, investment banker, financial advisor or other Person, 
other than Merrill, Lynch, Pierce, Fenner & Smith Incorporated and Houlihan Lokey Howard & 
Zukin Financial Advisors, Inc., the fees and expenses of which will be paid by the Parent, is 
entitled to any broker's, finder's, financial advisor's or other similar fee or commission in 
connection with the transactions contemplated by this Agreement or the other Transaction 
Documents based upon arrangements made by or on behalf of the Sellers or any Affiliate. 

Section 3.16. Properties; Absence of Liens. 

(a) Each Seller has a good and valid leasehold interest in each parcel ofreal 
property leased by such Seller respectively and used in connection with the conduct or operations 
of the Acquired Business ( the "Leased Real Property"), free and clear of all Liens except for any 
Permitted Liens. Such Seller has the right to use and occupy the Leased Real Property for the 
full term of the lease or sublease relating thereto. 

(b) With respect to the Leased Real Property, (i) each of the agreements by 
which the Seller has obtained a leasehold interest in such Leased Real Property ( each, a "Lease") 
is set forth in Section 3 .16(b) of the Sellers Disclosure Letter and is in full force and effect in 
accordance with its respective terms and the applicable Seller is the holder of the lessee's or 
tenant's interest thereunder, (ii) to the Knowledge of the Sellers, there exists no default under 
any Lease and no circumstance exists which, with the giving of notice, the passage of time or 
both, could result in such a default, (iii) except as set forth in Section 3.16(b) of the Sellers 
Disclosure Letter, there are no leases, subleases, licenses concessions or any other contracts 
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granting to any Person or entity other than the Sellers any right to the possession, use, occupancy 
or enjoyment of any Leased Real Property or any portion thereof, and (iv) the Sellers use or their 
applicable Affiliate's use of the premises demised under each Lease is in compliance in all 
material respects with all zoning, fire, health, building, handicapped persons, sanitation, use, 
occupancy and other applicable Law. The Sellers have not received any citation, subpoena, 
summons or other written notice from any Governmental Entity alleging any such non
compliance. 

( c) The Sellers have delivered or otherwise made available to the Buyers, 
true, correct and complete copies of the Leases, together with all amendments, modifications or 
supplements, if any, thereto, and any material correspondence with any of the parties to the 
Leases or with any Governmental Entity and any other material written agreements related to the · 
Leases. Except as set forth in Section 3.16(c) of the Sellers Disclosure Letter, no Lease contains 
any provision providing that the other party may terminate or exercise other rights under such 
contract as a result of the consummation of the transactions contemplated by this Agreement or 
the other Transaction Documents and no third party consent is required to consummate the 
transaction contemplated by this Agreement or the other Transaction Documents. 

Section 3 .1 7. No Other Representations or Warranties. Except for the representations 
and warranties contained in this Article III (as modified by the Sellers Disclosure Letter), neither 
the Sellers nor any other Person makes or has made any other express or implied representation 
or warranty or any other inducement or promise to the Buyers with respect to the Sellers, the 
Acquired Business or the transactions contemplated by this Agreement, and the Sellers disclaim 
any other representations or warranties, whether made by the Sellers or any of their respective 
Affiliates, officers, directors, employees, agents, representatives or advisors. Except for the 
representations and warranties contained in Article III hereof ( as modified by the Sellers 
Disclosure Letter), the Sellers hereby disclaim all liability and responsibility for any 
representation, warranty, projection, forecast, statement, or information (including such 
information, documents or material made available to the Buyers in the Data Room, management 
presentations or in any other form in expectation of, or in connection with, the transactions 
contemplated hereby) made, communicated, or furnished (orally, in writing or electronically) to 
the Buyers or their Affiliates or representatives (including any opinion, information, projection, 
responses to any questions or inquiries, or advice that may have been or may be provided to the 
Buyers by any director, officer, employee, agent, consultant, or representative of the Sellers or 
any of their respective Affiliates). The Sellers make no representations or warranties to the 
Buyers regarding the probable success or profitability of the Acquired Business. 

Section 3.18. Sufficiency of Assets. As of the Closing Date, and after giving effect to 
the transactions contemplated by this Agreement and the services, if any, to be provided to the 
Buyers pursuant to the Transition Services Agreement, the Buyers will own all of the tangible 
and intangible assets and contractual rights ( other than rights under employment agreements and 
otherwise relating to employment and human resources matters) necessary to (i) conduct the 
Sellers' Acquired Business in the manner in which it is currently being conducted, as modified 
by the transactions contemplated by this Agreement, and (ii) provide all services that the Buyers 
or their Affiliates are required to provide under the terms and conditions of the Scottish Re 
Administrative Services Agreement, the ING Administrative Services Agreement, the ING
Ballantyne Administrative Services Agreement and the Transition Services Agreement. 
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ARTICLE IV 

REPRESENTATIONS AND WARRANTIES OF THE SELLERS TO THE ING 
COMPANIES 

Except as otherwise disclosed in the Sellers Disclosure Letter (provided, that any 
disclosure contained in any section of the Sellers Disclosure Letter shall qualify each other 
representation and warranty where it would be reasonably apparent that it should be an exception 
to such representation or warranty or be disclosed in such section of the Sellers Disclosure 
Letter, it being acknowledged and agreed by the ING Companies that the disclosure of any 
matter set forth in the Sellers Disclosure Letter shall expressly not be deemed to constitute an 
admission by the Sellers or any of their Affiliates, or otherwise imply, that any such matter rises 
to the level of a Seller Material Adverse Effect or is otherwise material for purposes of this 
Agreement), the Sellers hereby represent and warrant to the ING Companies, as of the date 
hereof ( except where such representation or warranty is expressly made as of another specific 
date), as follows: 

Section 4.1. Organization, Standing and Corporate Power. Except as set forth in 
Section 4.1 of the Sellers Disclosure Letter, each Seller is duly incorporated ( or, if not a 
corporation, duly organized), validly existing and in good standing under the laws of the 
jurisdiction in which it is incorporated ( or, if not a corporation, in which it is organized), and has 
the requisite power and authority to own, lease and operate its properties and assets and to carry 
on its business as now being conducted. Except as set forth in Section 4.1 of the Sellers 
Disclosure Letter, each Seller is duly qualified to do business and is in good standing in each 
jurisdiction in which the nature of its business or the ownership or leasing of its properties makes 
such qualification necessary, other than in such jurisdictions where the failure to be so qualified 
(individually or in the aggregate) would not have a Seller Material Adverse Effect. 

Section 4.2. Authority. Each Seller has the requisite corporate power and authority to 
enter into this Agreement and the other Transaction Documents to which such Seller is a party, 
and, subject to obtaining required regulatory approvals as contemplated by this Agreement, to 
perform its obligations hereunder and thereunder and to consummate the transactions 
contemplated by this Agreement and the other Transaction Documents to which such Seller is a 
party. The execution, delivery and performance of this Agreement and the other Transaction 
Documents by each Seller (to the extent such Seller is a party thereto) and the consummation by 
each Seller of the transactions contemplated hereby and thereby have been duly authorized by all 
necessary corporate action on the part of each Seller. This Agreement has been and at the 
Closing, the other Transaction Documents will be, duly executed and delivered by each Seller 
that is a party hereto and, assuming due authorization, execution and delivery of this Agreement 
and the other Transaction Documents by each of the parties hereto (other than the Sellers), 
constitute or will constitute, as the case may be, valid and binding obligations of each such 
Seller, enforceable against such Seller in accordance with their respective terms, except that 
(i) such enforcement may be subject to applicable bankruptcy, insolvency or other similar laws, 
now or hereafter in effect, affecting creditors' rights generally, arid (ii) the remedy of specific 
performance and injunctive and other forms of equitable relief may be subject to equitable 
defenses and to the discretion of the court before which any proceeding therefor may be brought. 
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Section 4.3. Noncontravention: Consents. Except as set forth in Section 4.3(a) of the 
Sellers Disclosure Letter, the execution and delivery by each of the Sellers of this Agreement and 
the other Transaction Documents to which it is a party does not, and the consummation of the 
transactions contemplated by this Agreement and the other Transaction Documents to which it is 
a party will not, (i) violate, conflict with any of the provisions its articles, bylaws or other 
constituent documents (ii) subject to the matters referred to in the next sentence, conflict with, 
result in a breach of or default under (with or without notice or lapse of time, or both), give rise 
to a right of termination or acceleration, or result in the creation of any Lien on any property or 
asset of any Seller under, any agreement, permit, franchise, license or instrument to which any 
Seller is a party, or (iii) subject to the matters referred to in the next sentence, contravene any 
Law applicable to any Seller, which, in the case of clauses (ii) and (iii) above, would have a 
Seller Material Adverse Effect. No consent, approval, waiver or authorization of, or declaration 
or filing with, or notice to, any Governmental Entity, and no consent, approval, waiver or 
authorization of any third party, is required by or with respect to any Seller in connection with 
the execution, delivery and performance of this Agreement or the other Transaction Documents 
to which it is a party or the consummation by any Seller of the transactions contemplated hereby 
or thereby except for (a) the approvals, filings and notices required under the insurance Laws of 
the jurisdictions set forth in Section 4.3(b) of the Sellers Disclosure Letter, and (b) such other 
consents, approvals, authorizations, declarations, filings or notices as are set forth in 
Section 4.3(c) of the Sellers Disclosure Letter. 

Section 4.4. Litigation. There is no Litigation pending or, to the Knowledge of the 
Sellers, threatened in writing against or affecting the Sellers or any of their Affiliates that (i) 
seeks to restrain or enjoin the consummation of any of the transactions contemplated by this 
Agreement or (ii) would have a Seller Material Adverse Effect. 

ARTICLE V 

REPRESENTATIONS AND WARRANTIES OF THE BUYERS 

Except as otherwise disclosed in this Agreement or the corresponding section of the 
Disclosure Letter delivered by the Buyers in connection with the execution and delivery of this 
Agreement ( the "Buyers Disclosure Letter") (provided, that any disclosure contained in any 
section of the Buyers Disclosure Letter shall qualify each other representation and warranty 
where it would be reasonably apparent that it should be an exception to such representation or 
warranty or be disclosed in such section of the Buyers Disclosure Letter, it being acknowledged 
and agreed by the Sellers that the disclosure of any matter set forth in the Buyers Disclosure 
Letter shall expressly not be deemed to constitute an admission by the Buyers, or otherwise 
imply, that any such matter rises to the level of a Buyer Material Adverse Effect or is otherwise 
material for purposes of this Agreement), the Buyers represent and warrant to the Sellers and 
solely with respect to Sections 5.1, 5.2, 5.3, 5.4 and 5.5, to the ING Companies, as of the date 
hereof ( except where such representation or warranty is expressly made as of another specific 
date), as follows: 

Section 5.1. Organization, Standing and Corporate Power. Each of the Buyers is a 
corporation duly incorporated, validly existing and in good standing under the laws of the 
jurisdiction in which it is incorporated and has the requisite power and authority to own, lease 
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and operate its properties and assets and to carry on its business as now being conducted. Each 
of the Buyers is duly qualified to do business and is in good standing in each jurisdiction in 
which the nature of its business or the ownership or leasing of its properties makes such 
qualification necessary, other than in such jurisdictions where the failure to be so qualified 
(individually or in the aggregate) would not have a Buyer Material Adverse Effect. 

Section 5.2. Authority. Each of the Buyers has the requisite company power and 
authority to enter into this Agreement and the other Transaction Documents to which it is a 
party, and subject to obtaining the required regulatory approvals, and to perform its obligations 
hereunder and thereunder and to consummate the transactions contemplated by this Agreement 
and the other Transaction Documents to which it is a party. The execution, delivery and 
performance by each of the Buyers of this Agreement and the other Transaction Documents to 
which it is a party and the consummation by each of the Buyers of the transactions contemplated 
by this Agreement and the other Transaction Documents to which it is a party have been duly 
authorized by all necessary corporate action on the part of the Buyers. No action by the 
shareholders of each of the Buyers is necessary to authorize the execution and delivery by the 
Buyers of this Agreement and the other Transaction Documents to which it is a party and the 
consummation by the Buyers of the transactions contemplated hereby and thereby. This 
Agreement has been and, at the Closing, the other Transaction Documents to which it is a party 
will be, duly executed and delivered by each Buyer and, assuming due authorization, execution 
and delivery of this Agreement and the other Transaction Documents by each of the parties 
thereto (other than the Buyers), constitute or will constitute, as the case may be, valid and 
binding obligations of the Buyers, enforceable against the Buyers in accordance with their 
respective terms except that (i) such enforcement may be subject to applicable bankruptcy, 
insolvency or other similar laws, now or hereafter in effect, affecting creditors' rights generally 
and (ii) the remedy of specific performance and injunctive and other forms of equitable relief 
may be subject to equitable defenses and to the discretion of the court before which any 
proceeding therefor may be brought. 

Section 5.3. Noncontravention; Consents. The execution and delivery by each of the 
Buyers of this Agreement and the other Transaction Documents to which it is a party do not, and 
the consummation of the transactions contemplated by this Agreement and the other Transaction 
Documents to which it is a party will not, (i) conflict with any of the provisions of the governing 
documents of any Buyer, (ii) subject to the matters referred to in the next sentence, conflict with, 
result in a breach of or default under (with or without notice or lapse of time, or both) give rise to 
a right of termination or acceleration under, or result in the creation of any Lien on any property 
or asset of any Buyer under, any agreement, permit, franchise, license or instrument to which any 

. Buyer is a party or (iii) subject to the matters referred to in the next sentence, contravene any 
Law applicable to any Buyer, which, in the case of clauses (ii) and (iii) above, would have a 
Buyer Material Adverse Effect. No consent, approval or authorization of, or declaration or filing 
with, or notice to, any Governmental Entity, and no consent, approval or authorization of any 
third party is required by or with respect to any Buyer in connection with the execution, delivery 
and performance by any of the Buyers of this Agreement and the other Transaction Documents 
to which it is a party or the consummation by the Buyers of any of the transactions contemplated 
hereby and thereby, except for (a) the approvals, filings and notices required under the insurance 
Laws of the jurisdictions set forth in Section 5 .3 of the Buyer Disclosure Letter and (b) such 
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other consents, approvals, authorizations, declarations, filings or notices as are set forth in 
Section 5.3 of the Buyer Disclosure Letter. 

Section 5.4. Litigation. There is no Litigation pending or, to the Knowledge of the 
Buyers, threatened in writing against or affecting the Buyers or any of their Affiliates that 
(i) seeks to restrain or enjoin the consummation of any of the transactions contemplated by this 
Agreement or (ii) would have a Buyer Material Adverse Effect. Neither the Buyers nor any of 
their Affiliates nor, to the Knowledge of the Buyers, any officer, director or employee of the 
Buyers or any of their Affiliates has been permanently or temporarily enjoined or barred by any 
Order of any Governmental Entity from engaging in or continuing any conduct or practice in 
connection with the business conducted by the Acquired Business that could reasonably be 
expected to have a Buyer Material Adverse Effect. 

Section 5.5. Brokers. No broker, investment banker, financial advisor or other Person, 
other than J.P. Morgan Securities Inc., the fees and expenses of which will be paid by the Buyers 
or their Affiliates, is entitled to any broker's, finder's, financial advisor's or other similar fee or 
commission in connection with the transactions contemplated by this Agreement or the other 
Transaction Documents to which it is a party based upon arrangements made by or on behalf of 
the Buyers or their Affiliates. 

Section 5.6. No Additional Representations. The Buyers acknowledge that neither the 
Sellers, the ING Companies nor any other Person has made any representation or warranty, 
express or implied, as to the accuracy or completeness of any information regarding the Sellers, 
the ING Companies, the Acquired Business or the transactions contemplated by this Agreement 
furnished or made available to the Buyer and its representatives except as expressly set forth in 
Article III, and neither the Sellers, the ING Companies nor any other Person shall be subject to 
any liability to the Buyers or any other Person resulting from the Sellers' making available to the 
Buyers or the Buyers' use of such information or any other information, documents or material 
made available to the Buyers in the due diligence materials provided to the Buyers, including in 
the Data Room, other management presentations (formal or informal) or in any other form in 
connection with the transactions contemplated by this Agreement. Without limiting the 
foregoing, except for the explicit representations and warranties of the Sellers in Section 3.5 
relating to the data and assumptions used in preparing the financial projections referred to 
therein, the Buyers acknowledge that the Sellers and the ING Companies make no representation 
or warranty to the Buyers with respect to any financial projection or forecast relating to the 
Sellers or the Acquired Business, whether or not included in any management presentation or 
other diligence materials. 

ARTICLE VI 

REPRESENTATIONS AND WARRANTIES OF THE ING COMPANIES 

Except as otherwise disclosed in this Agreement or the corresponding section of the 
Disclosure Letter delivered by the ING Companies in connection with the execution and delivery 
of this Agreement ( the "ING Companies Disclosure Letter") (provided, that any disclosure 
contained in any section of the ING Companies Disclosure Letter shall qualify each other 
representation and warranty where it would be reasonably apparent that it should be an exception 
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to such representation or warranty or be disclosed in such section of the ING Companies 
Disclosure Letter, it being acknowledged and agreed by the Sellers and the Buyers that the 
disclosure of any matter set forth in the ING Companies Disclosure Letter shall expressly not be 
deemed to constitute an admission by the ING Companies or any of their Subsidiaries, or 
otherwise imply, that any such matter rises to the level of an ING Companies Material Adverse 
Effect or is otherwise material for purposes of this Agreement), each of the ING Companies 
represents and warrants to the Sellers and to the Buyers as of the date hereof ( except where such 
representation or warranty is expressly made as of another specific date), as follows: 

Section 6.1. Organization. Standing and Corporate Power. Each of the ING 
Companies is a corporation duly incorporated, validly existing and in good standing under the 
laws of the jurisdiction in which it is incorporated and has the requisite power and authority to 
own, lease and operate its properties and assets and to carry on its business as now being 
conducted. Each of the ING Companies is duly qualified to do business and is in good standing 
in each jurisdiction in which the nature of its business or the ownership or leasing of its 
properties makes such qualification necessary, other than in such jurisdictions where the failure 
to be so qualified (individually or in the aggregate) would not have an ING Companies Material 
Adverse Effect. 

Section 6.2. Authority. Each of the ING Companies has the requisite company power 
and authority to enter into this Agreement and the other Transaction Documents to which it is a 
party, and subject to obtaining the required regulatory approvals, and to perform its obligations 
hereunder and thereunder and to consummate the transactions contemplated by this Agreement 
and the other Transaction Documents to which it is a party. The execution, delivery and 
performance by each of the ING Companies of this Agreement and the other Transaction 
Documents to which it is a party and the consummation by each of the ING Companies of the 
transactions contemplated by this Agreement and the other Transaction Documents to which it is 
a party have been duly authorized by all necessary corporate action on the part of each of the 
ING Companies. No action by the shareholders of the Buyer is necessary to authorize the 
execution and delivery by each of the ING Companies of this Agreement and the other 
Transaction Documents to which it is a party and the consummation by each of the ING 
Companies of the transactions contemplated hereby and thereby. This Agreement has been and, 
at the Closing, the other Transaction Documents to which it is a party will be, duly executed and 
delivered by each of the ING Companies and, assuming due authorization, execution and 
delivery of this Agreement and the other Transaction Documents by each of the parties thereto 
(other than the ING Companies), constitute or will constitute, as the case may be, valid and 
binding obligations of each of the ING Companies, enforceable against it in accordance with 
their respective terms except that (i) such enforcement may be subject to applicable bankruptcy, 
insolvency or other similar laws, now or hereafter in effect, affecting creditors' rights generally 
and (ii) the remedy of specific performance and injunctive and other forms of equitable relief 
may be subject to equitable defenses and to the discretion of the court before which any 
proceeding therefor may be brought. 

Section 6.3. Noncontravention; Consents. The execution and delivery by the each of 
the ING Companies of this Agreement and the other Transaction Documents to which it is a 
party do not, and the consummation of the transactions contemplated by this Agreement and the 
other Transaction Documents to which it is a party will not, (i) conflict.with any of the 
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provisions of the governing documents of either of the ING Companies (ii) subject to the matters 
referred to in the next sentence, conflict with, result in a breach of or default under (with or 
without notice or lapse of time, or both) give rise to a right of termination or acceleration under, 
or result in the creation of any Lien on any property or asset of any of the ING Companies under, 
any agreement, permit, franchise, license or instrument to which any of the ING Companies is a 
party or (iii) subject to the matters referred to in the next sentence, contravene any Law 
applicable to any of the ING Companies, which, in the case of clauses (ii) and (iii) above, would 
have an ING Companies Material Adverse Effect. No consent, approval or authorization of, or 
declaration or filing with, or notice to, any Governmental Entity, and no consent, approval or 
authorization of any third party is required by or with respect to any of the ING Companies in 
connection with the execution, delivery and performance by any of the ING Companies of this 
Agreement and the other Transaction Documents to which it is a party or the consummation by 
any of the ING Companies of any of the transactions contemplated hereby and thereby, except 
for (a) the approvals, filings and notices required under the insurance Laws of the jurisdictions 
set forth in Section 6.3 of the ING Companies Disclosure Letter and (c) such other consents, 
approvals, authorizations, declarations, filings or notices as are set forth in Section 6. 3 of the 
ING Companies Disclosure Letter. 

Section 6.4. Litigation. There is no Litigation pending or, to the Knowledge of each of 
the ING Companies, threatened in writing against or affecting any of the ING Companies or any 
of their Affiliates that (i) seeks to restrain or enjoin the consummation of any of the transactions 
contemplated by this Agreement or (ii) would have an ING Companies Material Adverse Effect. 
Neither the ING Companies nor any of their Affiliates nor, to the Knowledge of the ING 
Companies, any officer, director or employee of the ING Companies or any of their Affiliates 
has been permanently or temporarily enjoined or barred by any Order of any Governmental 
Entity from engaging in or continuing any conduct or practice in connection with the business 
conducted by the Acquired Business that could reasonably be expected to have an ING 
Companies Material Adverse Effect. 

Section 6.5. Brokers. No broker, investment banker, financial advisor or other Person, 
is entitled to any broker's, finder's, financial advisor's or other similar fee or commission in 
connection with the transactions contemplated by this Agreement or the other Transaction 
Documents to which it is a party based upon arrangements made by or on behalf of the ING 
Companies or their Affiliates. 

Section 6.6. Investment Assets. With respect to Investment Assets owned by the ING 
Companies, neither the ING Companies nor any Affiliate thereof has taken or permitted to be 
taken any action that would result in the creation of any Lien on such Investment Assets other 
than: (i) any Permitted Investment Asset Lien; (ii) any Lien created by any action or omission of 
any Seller or by any sub-adviser to any Seller pursuant to any investment management 
agreement entered into between either of the ING Companies and any Seller or any investment 
management agreement entered into between any Seller or any such sub-adviser; and (iii) any 
Lien created by any Seller pursuant to any power of attorney granted to such Seller by either of 
the ING Companies. 
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ARTICLE VII 

COVENANTS 

Section 7 .1. Conduct of Business of the Sellers. During the period from the date of 
this Agreement and continuing until the Closing Date, the Sellers agree that (except (i) as 
permitted or required by Section 7.l(b) or any other provision of this Agreement, (ii) as set forth 
in Section 7.1 of the Sellers Disclosure Letter, (iii) as required by any applicable Law, (iv) as 
required by a Governmental Entity of competent jurisdiction, or ( v) with the prior written 
consent of the Buyers): 

(a) Each of the Sellers shall conduct the Acquired Business in the ordinary 
course, consistent with its current practice, and shall use its commercially reasonable efforts (i) 
to preserve intact the Acquired Business and with respect to the Acquired Business, its 
relationships with cedants, producers, Governmental Entities, rating agencies, financing 
counterparties, bond insurers and financial guarantors, customers, suppliers, distributors, 
creditors, lessors, employees and others having business dealings with it, (ii) to keep available 
the services of its current officers and key employees who are Business Employees on terms and 
conditions substantially comparable to those currently in effect, and (iii) to maintain its current 
rights and franchises, subject to the terms of this Agreement, and 

(b) with respect to the Acquired Business, no Seller shall be permitted to: 

(i) subject any Acquired Assets to any Lien; 

(ii) sell or dispose of any of the Acquired Assets; 

(iii) (A) amend, terminate or assign any Contract, other than in the 
ordinary course of business consistent with its current practice, or any UHRL Transaction 
Document, or (B) enter into any new agreement, arrangement or understanding that, if in 
existence on the date hereof, would constitute, or be deemed to constitute, a Contract; 

(iv) other than in the ordinary course of business consistent with past 
practice, commence, settle or compromise any material Litigation ( each, a "Proceeding") 
or enter into any consent decree, injunction or similar restraint or form of equitable relief 
in settlement of any material Proceeding, except for any such settlements that are within 
the insured limits of insurance policies with respect to such claims; 

(v) terminate, cancel, amend or modify, or fail to maintain or renew 
any insurance policies maintained by it covering the Acquired Assets which is not 
replaced by a comparable amount of insurance coverage; 

(vi) take any actions or omit to take any actions that would or would be 
reasonably likely to (A) result in any of the conditions to the consummation of the 
transactions contemplated hereby set forth in Article VIII not being satisfied or 
(B) materially impair the ability of the Sellers or the Buyers to consummate the 
transaction contemplated hereby in accordance with the terms hereof or materially delay 
such consummation; 
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(vii) abandon, dedicate to the public, convey title to or grant licenses 
under (other than in the ordinary course of business consistent with past practice) any 
Owned Intellectual Property; 

(viii) terminate the employment of any Business Employee, who has 
been offered employment by the Buyers, once the Sellers have received notice of their 
names from the Buyers, other than termination for cause; 

(ix) enter into, amend, modify or supplement any ING Insurance 
Contract or Retrocession Agreement, other than non-material amendments in the ordinary 
course of business consistent with prior practice, which do not materially increase the 
obligations of the Sellers thereunder, and other than the execution of treaties in 
connection with business in-force as of the date of this Agreement for which a letter of 
intent had been previously executed; 

(x) enter into any agreement with Insurance Regulators ( other than 
ministerial actions taken in the ordinary course of business resulting from its status as a 
regulated entity or any agreement with the Insurance Department of the State of 
Delaware) that (i) requires the Sellers to take or refrain from taking any action and (ii) 
which adversely affects the Acquired Business or the owner thereof and would be 
binding on the Buyers after the Closing Date; 

(xi) enter into any recapture transaction with third parties with respect 
to an ING Insurance Contract or Retrocession Agreement except to the extent 
contemplated by this Agreement or required by the other party in accordance with the 
terms and conditions of such agreement; or 

(xii) agree to take any of the foregoing actions. 

Section 7.2. Access to Information: Confidentiality. Each of the Sellers shall afford to 
the Buyers and their Representatives reasonable access during the period prior to the Closing 
Date to its properties, facilities, books, contracts, commitments, records, data, systems, 
personnel, consultants (including actuarial consultants), auditors and advisors, to the extent 
relating to the Acquired Business and, during such period, the Sellers shall furnish to the Buyers 
and to their Representatives such information concerning the business, properties, financial 
condition, operations and personnel of the Acquired Business as the Buyers may from time to 
time reasonably request, other than any such properties, books, contracts, commitments, records 
and information that (a) are subject to an attorney-client or other legal privilege which the Sellers 
and their legal counsel reasonably believe will be impaired by such disclosure or (b) are subject 
to an obligation of confidentiality, provided, that the Sellers will use commercially reasonable 
efforts to have any such obligation of confidentiality waived if the Buyers so requests. In 
addition, notwithstanding the foregoing, in fulfilling its obligations under this Section 7 .2, the 
Sellers shall not be required to (i) violate any applicable Law or (ii) furnish or otherwise make 
available to the Buyers customer-specific data or competitively sensitive information relating to 
areas of their business in which the Buyers or their Affiliates compete against the Sellers or any 
of their Affiliates. Furthermore, the Buyers shall not, without the prior written consent of the 
Sellers, which consent shall not be unreasonably withheld, conditioned or delayed, contact or 
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communicate with any vendor, customer, Employee or other business partner of the Sellers with 
respect to or in connection with the transactions contemplated hereby. The Buyers agree that 
their access to such investigation shall be conducted in such a manner as not to interfere 
unreasonably with the operations of the Sellers. 

All requests for access or information pursuant to this Section 7 .2 shall be directed to 
such Person or Persons as the Sellers shall designate. Without limiting the terms thereof, the 
Confidentiality Agreement shall govern the obligations of the Buyers and their officers, 
directors, employees, Affiliates, financing sources and authorized advisors, representatives and 
other agents with respect to all information of any type furnished or made available to them 
pursuant to this Section 7.2. 

Section 7.3. Consents. Approvals and Filings. 

(a) The parties will each use their commercially reasonable efforts, and will 
cooperate fully with each other (i) to comply as promptly as practicable with all requirements of· 
Governmental Entities applicable to the transactions contemplated by this Agreement and the 
other Transaction Documents, (ii) to obtain as promptly as practicable all necessary permits, 
Orders or other consents, approvals or authorizations of Governmental Entities and consents or 
waivers of all third parties necessary in connection with the consummation of the transactions 
contemplated by this Agreement and the other Transaction Documents, and (iii) otherwise to 
take, or cause to be taken, all actions necessary, proper or advisable to comply promptly with all 
legal requirements that may be imposed on such party and its Affiliates with respect to the 
transactions contemplated by this Agreement and the other Transaction Documents and to 
consummate the transactions contemplated by the Transaction Documents as promptly as 
practicable. In connection therewith, the parties will make and cause their respective Affiliates 
to make all legally required filings as promptly as practicable in order to facilitate prompt 
consummation of the transactions contemplated by this Agreement, and will provide and will 
cause their respective Affiliates to provide such information and communications to 
Governmental Entities as such Governmental Entities may request. Each of the parties shall 
provide to the other parties copies of all applications or other communications to Governmental 
Entities in connection with this Agreement in advance of the filing or submission thereof. 

(b) Without limiting the generality of the foregoing, after the date hereof, the 
Buyers shall timely make such submissions to the New York Department of Insurance (the "NY 
DOI") as have been requested by the NY DOI in connection with HLRUS' request that the NY 
DOI not challenge SLD's credit for reinsurance with respect to reinsurance ceded by SLD to 
HLRUS pursuant to the transactions contemplated by this Agreement. To the extent requested 
by the Buyers, the Sellers and the ING Companies will provide the Buyers with reasonable 
assistance in connection with any such submissions. 

( c) Each party agrees to use commercially reasonable efforts to file with all 
applicable Governmental Entities any other requests for approval of the transactions 
contemplated by this Agreement required to be obtained by such party as promptly as practicable 
after the date hereof, and in any event within ten ( 10) calendar days after the date hereof, and all 
such requests shall include all required exhibits. A reasonable time prior to furnishing any 
written materials to any Governmental Entity in connection with the transactions contemplated 
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by this Agreement, the party making such filing shall furnish the other parties with a copy 
thereof, and such other parties shall have a reasonable opportunity to provide comments thereon; 
provided, that the Sellers shall be entitled to redact from such copies any information provided 
therein that does not relate to the Acquired Business. Each party shall give to the other parties 
prompt written notice if it receives any notice or other communication from any Governmental 
Entity in connection with the transactions contemplated by this Agreement, and, in the case of 
any such notice or communication which is in writing, shall promptly furnish such other parties 
with a copy thereof. Each party shall give to the other parties reasonable prior written notice of 
the time and place when any meetings or other conferences may be held by it with any Insurance 
Regulator in connection with the transactions contemplated by this Agreement, and the other 
parties shall have the right to have a representative or representatives attend or otherwise 
participate in any such meeting or conference. 

Section 7.4. Public Announcements. The Buyers, the Sellers, the ING Companies and 
their respective Affiliates, will consult with each other before issuing, and provide each other the 
opportunity to review and comment upon, any press release or other public statement with 
respect to the transactions contemplated by this Agreement and shall not issue any such press 
release or make any such public statement without the advance approval of the other parties 
following such consultation (such approval not to be unreasonably withheld or delayed), except 
as may be required by applicable Law or by any Governmental Entity. 

Section 7.5. Further Assurances. The Sellers, the Buyers and the ING Companies each 
agree to execute and deliver such other documents, certificates, agreements and other writings 
and to take such other actions as may be necessary or desirable in order to consummate or 
implement expeditiously the transactions contemplated by this Agreement or the other 
Transaction Documents, provided, however, that any such additional documents, certificates, 
agreements and other writings or actions must be reasonably satisfactory to each of the Sellers, 
the Buyers and the ING Companies, as applicable, and not impose upon any of them a material 
liability, risk, obligation, loss, cost or expense not contemplated by this Agreement or the other 
Transaction Documents. 

Section 7.6. Notification of Certain Matters. From the date hereof until the Closing 
Date, the Sellers shall give prompt notice to the Buyers and the ING Companies to the extent that 
they acquire actual Knowledge of (i) the occurrence or non-occurrence of any event the 
occurrence or non-occurrence of which would be reasonably likely to cause any representation or 
warranty of the Sellers contained in this Agreement to be untrue or inaccurate as of the date 
hereof or as of the Closing Date; (ii) any failure of the Sellers to comply with or satisfy any 
covenant, condition or agreement to be complied with or satisfied by it hereunder; (iii) the 
occurrence since the date of this Agreement of any event that is reasonably likely to cause or 
result in a Seller Material Adverse Effect; and (iv) any Litigation that has been or is threatened in 
writing to be, brought, asserted or commenced relating to the transactions contemplated by this 
Agreement or naming any Buyer as a defendant. The Buyers shall give prompt notice to the 
Sellers and the ING Companies to the extent that they acquire actual knowledge of (A) the 
occurrence or non-occurrence of any event the occurrence or non-occurrence of which would be 
reasonably likely to cause any representation or warranty of the Buyers contained in this 
Agreement to be untrue or inaccurate as of the date hereof or as of the Closing Date and (B) any 
failure of the Buyers to comply with or satisfy in any material respect any covenant, condition or 
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agreement to be complied with or satisfied by it hereunder. The ING Companies shall give 
prompt notice to the Buyers and the Sellers to the extent they acquire actual knowledge of (I) the 
occurrence or non-occurrence of any event the occurrence or non-occurrence of which would be 
reasonably likely to cause any representation or warranty of the ING Companies contained in 
this Agreement to be untrue or inaccurate as of the date hereof or as of the Closing Date and 
(II) any failure of the ING Companies to comply with or satisfy in any material respect any 
covenant, condition or agreement to be complied with or satisfied by it hereunder. 
Notwithstanding the foregoing, the delivery of any notice pursuant to this Section 7 .6 shall not 
affect the representations, warranties or agreements of the parties, the conditions to the 
performance by the parties hereunder, or limit or otherwise affect the remedies available 
hereunder to the party receiving such notice. 

Section 7. 7. Insurance. 

(a) To the extent that (i) any insurance policies owned or controlled by the 
Sellers or any of their respective Affiliates (collectively, the "Sellers' Insurance Policies") cover 
any loss, liability, claim, damage or expense resulting from, arising out of, based upon or relating 
to, any Acquired Asset (the "Company Liabilities") and resulting from, arising out of, based 
upon or relating to, occurrences prior to the Closing and (ii) the Sellers' Insurance Policies 
permit claims to be made thereunder with respect to Company Liabilities resulting from, arising 
out of, based upon or relating to, occurrences prior to the Closing ( the "Company Claims"), the 
Sellers shall cooperate in a commercially reasonable manner and shall cause their Affiliates to 
cooperate in a commercially reasonable manner with the Buyers in submitting Company Claims 
( or pursuing Company Claims previously made) on behalf of the Buyers under any Sellers' 
Insurance Policies. 

(b) Except as set forth in Section 7.7(a), from and after the Closing Date, the 
Buyers shall become solely responsible for all insurance coverage and related risk of loss with 
respect to the Acquired Assets. 

Section 7.8. Certain Collateral Facilities. 

(a) UHRL. With respect to the UHRL Transaction Documents, the Buyers, 
the Sellers and the ING Companies, shall use their commercially reasonable efforts to negotiate, 
execute and deliver, prior to the Closing Date, agreements, or amendments to agreements, with 
terms and conditions substantially as set forth in Exhibit R (the "UHRL Novation Documents") 
hereto. 

(b) Ballantyne. 

(i) With respect to the Ballantyne Reinsurance Agreement, the ING 
Companies shall use their commercially reasonable efforts to negotiate, execute and 
deliver, prior to the Closing Date, agreements, or amendments to agreements, with terms 
and conditions consistent with the terms set forth in Exhibit S hereto. 

(ii) The Buyers agree to administer the business reinsured by SLD to 
Ballantyne under the Ballantyne Reinsurance Agreement in accordance with the the ING-
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Ballantyne Administrative Services Agreement for the fee described in Section 7.8(b)(ii) 
of the Sellers Disclosure Letter. 

(iii) The Sellers agree to reimburse SLD within ten ( 10) Business Days 
of SLD providing notice to the Sellers of payment thereof by SLD for the amount of such 
fees referred to in clause (ii) above. 

Section 7.9. ING Facility and Related Issues. 

(a) The Buyers and the ING Companies acknowledge that (i) certain of the 
business to be ceded under the SLDI-HLRI Reinsurance Agreement is a retrocession ofXXX 
and AXXX business assumed by SLDI from SLD, (ii) with respect to such retrocession, SLD 
retrocedes a certain portion of the business to SLDI on modified coinsurance or a coinsurance 
funds withheld basis and SLD cedes the remaining portion of the retroceded business to SLDI on 
a coinsurance basis, and (iii) SLDI posts the collateral necessary for SLD to take credit on its 
statutory financial statements for the reserves ceded by SLD to SLDI on a coinsurance basis 
(such arrangement between SLD and SLDI, which is also described in Section 5.24 of the ING 
APA, the "ING Facility"). 

(b) The ING Companies agree to continue to make the ING Facility available 
in the amount necessary to enable SLD to take full credit on its statutory financial statements for 
(i) all business retroceded from SLD to SLDI as of the Effective Time including the business that 
had been subject to the "HSBC II" collateral facility, and (ii) any business subject to a 
Ballantyne Recapture (as defined below) (the "SLD-SLDI Retroceded Business"). To the extent 
the ING Facility provides collateral for any SLD-SLDI Retroceded Business, the Buyers agree to 
pay the ING Companies, quarterly in arrears on the last Business Day of each calendar quarter, a 
facility fee based on the amount of the SLD-SLDI Retroceded Business covered by the ING 
Facility as of the end of the preceding calendar quarter (the "Covered Amount"), as follows: one 
hundred (100), one hundred and ten (110) and one hundred and fifteen (115) basis points 
(calculated on a per annum basis) multiplied by the Covered Amount for calendar years 2009, 
2010 and 2011, respectively; one hundred and twenty (120) basis points (calculated on a per 
annum basis) multiplied by the Covered Amount for calendar years 2012 and 2013; and one 
hundred and twenty five (125) basis points (calculated on a per annum basis) multiplied by the 
Covered Amount for calendar years thereafter. 

(c) With respect to the SLD-SLDI Retroceded Business ceded on a modified 
coinsurance basis or a coinsurance funds withheld basis, the ING Companies agree that, on the 
Closing Date, they will execute the Amended SLD-SLDI Agreements, which will, among other 
things, provide that the modified coinsurance reserves and coinsurance funds withheld reserves, 
as applicable for the business reinsured thereunder shall be determined by SLDI ( and SLD) in 
the manner set forth in the Amended SLD-SLDI Agreements (the "Modco Reserve 
Methodology"). To the extent that the use of the Modco Reserve Methodology results in an 
increase in the amount of SLD-SLDI Retroceded Business being ceded on a coinsurance basis 
(rather than on a modified coinsurance or coinsurance funds withheld basis) compared to the 
amount which would have been ceded on a coinsurance basis if the modified coinsurance 
reserves and coinsurance funds withheld reserves were calculated based on the method used by 
SLDI (and SLD) prior to the Effective Time (the "Methodology Related Coinsurance Increase"), 
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the ING Companies agree that they shall make the ING Facility available to the Buyers in the 
amount necessary to enable SLD to take credit on its statutory financial statements with respect 
to the amount by which (i) the Methodology Related Coinsurance Increase exceeds (ii) the 
"Funds Withheld Balance 2" (as defined in the SLDI-HLRI Reinsurance Agreement) at the time 
in question at the following cost: one hundred and seventy five (175) basis points (calculated on 
a per annum basis) multiplied by the amount by which (i) exceeds (ii). 

( d) The Buyers may elect to provide SLD with reinsurance credit for the 
business subject to the ING Facility using one or more other facilities ( each such facility, a 
"Buyers Facility"). Subject to the ING Companies' review of a Buyers Facility and reasonable 
satisfaction that the Buyers Facility provides SLD with full reinsurance reserve credit and 
security comparable to the ING Facility, the ING Companies shall reasonably cooperate with the 
Buyers with respect to the Buyers election to transfer business from the ING Facility to a Buyers 
Facility, including (i) SLDI recapturing the relevant business from HLRI for no recapture fee, (ii) 
SLD recapturing the relevant business from SLDI, and (iii) SLD reinsuring the relevant business 
to HLRUS or an Affiliate under a reinsurance agreement substantially similar to the SLD
HLRUS Reinsurance Agreements identified as Item i on Exhibit H. 

(e) To the extent that, in accordance with Section 7.9(d), the Buyers replace a 
portion of the ING Facility with a Buyers Facility, the dollar amount of the ING Facility replaced 
shall be referred to as a "Facility Collateral Change Amount". The ING Companies agree to 
make the ING Facility available to the Buyers, in an amount equal to the Facility Collateral 
Change Amount, to provide credit for reinsurance t-0 SLD with respect to any non-XXX business 
then reinsured pursuant to the SLD-HLRUS Reinsurance Agreements by recapturing such 
business from HLRUS (for no recapture fee, other than cash or assets relating to the reserves for 
such business) in the amount of the Facility Collateral Change Amount and receding such 
business to SLDI, and from SLDI to HLRI. 

(f) If the Closing occurs and SLD recaptures an additional quota share of the 
business ceded under the Amended and Restated Indemnity Reinsurance Agreement between 
SLD and Ballantyne, effective as of October 1, 2008 ( each such recapture, a "Ballantyne 
Recapture"), then the ING Companies and the Buyers agree that in connection with each 
Ballantyne Recapture, the Buyers shall reinsure the business subject to the Ballantyne Recapture 
by having (i) SLD cede such business to SLDI on terms set forth in the Amended SLD-SLDI 
Agreements at the time such transactions are consummated and (ii) SLDI retrocede such 
business to HLRI under the SLDI-HLRI Reinsurance Agreement (it being understood that the 
only initial payment required at the time of the transactions contemplated by clauses (i) and (ii) 
ofthis Section 7.9(:t) shall be the funding of the Segregated Account in the amount required by 
the SLD-SLDI Reinsurance Agreements at the time such transactions are consummated). In 
connection with any Ballantyne Recapture, the ING Companies shall cause the Segregated 
Account to be funded with assets acceptable to the Buyers. The ING Companies shall provide 
the Buyers with prompt written notice of any Ballantyne Recapture. 

Section 7 .10. IBNR Trust Agreements. 

(a) On the Closing Date, SRUS shall secure its obligations to SLD in respect 
of incurred but not yet reported claims and pending claims under the SLD-SRUS Reinsurance 
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Agreements as of the Effective Time (the "SRUS Subject Claims") by depositing into a trust an 
amount (such amount, the "SRUS IBNR Trust Required Balance") equal to the excess of (a) its 
gross reserves on the reinsurance business reinsured under such agreements ( without regard to 
any amounts ceded under retrocession agreements) over (b) ninety percent (90%) of its accrual 
for premiums receivable on such reinsurance business as of the Effective Time ( adjusted to 
reflect premiums actually received and SRUS Subject Claims actually paid prior to Closing), 
which calculation shall be certified by a senior officer of SRUS as required by the applicable 
IBNR Trust Agreement. Promptly after the fifteenth (15th) and thirtieth (30th) day of each month 
following the Closing Date ( or if such day is not a Business Day, the immediately following 
Business Day) until September 15, 2009 (or if such day is not a Business Day, the immediately 
following Business Day), SRUS (or its agent) shall calculate and deliver to the ING Companies 
and the trustee of such trust an updated calculation of the SRUS IBNR Required Balance, which 
calculation shall be certified by a senior officer of SRUS as required by the applicable IBNR 
Trust Agreement. On the second Business Day following the delivery of such updated 
calculation, (i) if the amount in such trust exceeds the updated amount of the SRUS IBNR Trust 
Required Balance, funds in the amount of such excess shall be disbursed to SRUS and (ii) if the 
amount in such trust is less than the updated amount of the SRUS IBNR Trust Required Balance, 
SRUS shall deposit funds in the amount of such shortfall in such trust. All funds remaining in 
such trust shall be released to SRUS on September 30, 2009, except to the extent that SRUS has 
failed to pay SRUS Subject Claims due prior to such date. 

(b) On the Closing Date, SRLB shall secure its obligations to SLDI in respect 
of incurred but not yet reported claims and pending claims under the SLDI-SRLB Reinsurance 
Agreements as of the Effective Time (the "SRLB Subject Claims") by depositing into a trust an 
amount (such amount, the "SRLB IBNR Trust Required Balance") equal to the excess of (a) its 
gross reserves on the reinsurance business reinsured under such agreements (without regard to 
any amounts ceded under retrocession agreements) over (b) ninety percent (90%) of its accrual 
for premiums receivable on such reinsurance business as of the Effective Time (adjusted to 
reflect premiums actually received and SRLB Subject Claims actually paid prior to Closing) , 
which calculation shall be certified by a senior officer of SRLB as required by the applicable 
IBNR Trust Agreement. Promptly after the fifteenth (15th) and thirtieth (30th) day of each month 
following the Closing Date ( or if such day is not a Business Day, the immediately following 
Business Day) until September 15, 2009 (or if such day is not a Business Day, the immediately 
following Business Day), SRLB (or its agent) shall calculate and deliver to the ING Companies 
and the trustee of such trust an updated calculation of the SRLB IBNR Required Balance, which 
calculation shall be certified by a senior officer of SRLB as required by the applicable IBNR 
Trust Agreement. On the second Business Day following the delivery of such updated 
calculation, (i) if the amount in such trust exceeds the updated amount of the SRLB IBNR Trust 
Required Balance, funds in the amount of such excess shall be disbursed to SRLB and (ii) if the 
amount in such trust is less than the updated amount of the SRLB IBNR Trust Required Balance, 
SRLB shall deposit funds in the amount of such shortfall in such trust. All funds remaining in 
such trust shall be released to SRLB on September 30, 2009, except to the extent that SRLB has 
failed to pay SRLB Subject Claims due prior to such date. 

( c) At the Closing, SRUS shall enter into a trust agreement with SLD and 
SRLB shall enter into a trust agreement with SLDI (collectively, the "IBNR Trust Agreements"), 
in each case with a trustee that is reasonable acceptable to the Sellers and the ING Companies, 
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consistent with the terms set forth in this Section 7 .10, except as may otherwise be agreed in 
writing by the Sellers and the ING Companies. SRUS shall be entitled to designate the 
investment manager for the assets held under the IBNR Trust Agreements. 

Section 7 .11. Retrocession Agreements. 

(a) Scottish Retrocession Agreements. Until December 31, 2009, the Sellers 
and the Buyers shall use their commercially reasonable efforts to enter into a Novation with 
respect to the Scottish Retrocession Agreements, on terms and conditions reasonably acceptable 
to the parties, so that HLRUS and HLRI, as applicable, replace SRUS and SRLB, as applicable, 
as the cedants under such agreements effective as of the Effective Time. Prior to any such 
Novation, SRUS and SRLB agree to exercise any recapture rights under the Scottish 
Retrocession Agreements at the Buyers' direction. 

(b) ING Retrocession Agreements. 

(i) Until December 31, 2009 (or until the Assessment Date if the 
Sellers have not received executed Novations from participants representing 90% or more 
of the Retrocession Net Amount at Risk by the Assessment Date), the Sellers, the Buyers 
and the ING Companies shall use their commercially reasonable efforts to enter into a 
Novation with respect to the ING Retrocession Agreements, as soon as practical by the 
dates set forth in Sections 2.3(a) and (b), by letter agreement or otherwise, so that the 
retrocessionaires agree that HLRUS and HLRI, as applicable, replace SLD and SLDI, as 
applicable, as the cedants under such agreements effective as of the Effective Time. Prior 
to any such Novation, the ING Companies agree to exercise any recapture rights under 
the ING Retrocession Agreements at the Buyers' direction. 

(ii) To the extent the Sellers, the ING Companies and their respective 
affiliates are retrocessionaires under the ING Retrocession Agreements described in 
Section 7.1 l(b)(i), each of the Sellers and the ING Companies shall, and shall cause their 
Affiliates to, agree to the novation described therein on or prior to the Closing Date. 

Section 7.12. Employee Matters. 

(a) As of the date ofthis Agreement, the Sellers have made reasonable efforts 
to obtain from each Business Employee as soon as practicable consent to release to HLRUS or 
its Affiliate all information (the "Employee Information") reasonably requested by HLRUS or its 
Affiliate in writing about such Business Employees in order for HLRUS or an Affiliate of 
HLRUS to decide to whom HLRUS or such Affiliate will offer employment, subject, in each 
case, to any restrictions on the provision of such information under applicable Law. The Sellers 
shall make substantially all the Employee Information available to HLRUS or its Affiliate within 
five (5) calendar days after the date ofthis Agreement or, with respect to any specific Business 
Employee, as soon as reasonably practical after the Sellers obtain the Business Employee's 
consent, if later. The Sellers shall permit HLRUS or an Affiliate ofHLRUS to have reasonable 
access to the Business Employees beginning on the date of this Agreement, including, but not 
limited to, access to the Business Employees for the purpose of conducting interviews. No later 
than February 11, 2009, HLRUS or an Affiliate ofHLRUS shall identify and provide to the 
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Sellers a written list of the Business Employees to whom HLRUS or an Affiliate ofHLRUS will 
definitely offer employment effective as of the Closing Date. Each such offer of employment to 
a Business Employee shall be for a position, provide for compensation, and require presence at a 
jobsite, as determined in the sole discretion ofHLRUS or its Affiliate and communicated in 
writing to the Business Employee. The Sellers agree to cooperate with HLRUS or an Affiliate of 
HLRUS in its efforts to hire such Business Employees; provided that notwithstanding the 
foregoing the Sellers and their Affiliates shall be permitted to offer continued employment to any 
such Business Employee if the Sellers or their Affiliates reasonably require the services of such 
person following the Closing. Business Employees who become employed by HLRUS or by an 
Affiliate of HLRUS in connection with the transactions contemplated by this Agreement shall be 
referred to herein as "Transferred Employees." The Buyers shall have no liability or 
responsibility for, and the Sellers shall have sole liability and responsibility for, any and all 
severance pay and other employment termination obligations for all Business Employees and 
prior to the date on which any Transferred Employee becomes an employee of any Buyer 
hereunder, Transferred Employees to the extent such obligations relate to termination of 
employment with the Sellers. Nothing in this Section 7.12(a) is intended to or shall require the 
Buyers or their Affiliates to employ or continue to employ any employee for any period of time 
or to continue to maintain any term or condition of employment, including, without limitation, 
the position, title, compensation, location or employer, with respect to any such employee or 
otherwise to treat any such employee on any basis other than as an employee-at-will. 

(b) From and after the Closing Date, except as otherwise specified in this 
Section 7.12, each Transferred Employee shall be eligible to participate in all employee benefit 
plans, programs, policies and arrangements ofHLRUS or its Affiliate, as applicable, on the same 
basis as similarly situated employees ofHLRUS or its Affiliate, as applicable. For the avoidance 
of doubt, the determination of whether employees are similarly situated will take into account the 
total mix of characteristics of each employee's position, including, without limitation, job title, 
level of responsibility and rate of compensation. Service by the Transferred Employees with the 
Sellers shall be recognized under each benefit plan, program or arrangement established, 
maintained or contributed to by the Buyers or any of their Affiliates after the Closing Date for 
the benefit of the Transferred Employees, for purposes of eligibility to participate, eligibility for 
early retirement, vesting, and the amount or level of benefits under any vacation, disability, sick 
pay or severance plan, but in no event shall such service prior to the Closing Date be required to 
be taken into account in determining the accrual of benefits under any defined benefit pension 
plan. 

( c) Any Transferred Employee whose employment is terminated for any 
reason other than for cause after the Closing Date shall be treated in the same manner as 
similarly situated employees ofHLRUS or its Affiliate, as applicable, with respect to such 
termination. 

(d) HLRUS or its Affiliate shall, or shall cause the applicable entity to, (i) 
waive all limitations as to preexisting conditions, exclusions and waiting periods with respect to 
participation and coverage requirements applicable to the Transferred Employees under any 
welfare plan (within the meaning of Section 3(1) of ERlSA) in which such Transferred 
Employees may be eligible to participate after the Closing Date, other than limitations or waiting 
periods that are already in effect with respect to such Business Employees and that have not been 
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satisfied as of the Closing Date under any such welfare plan under which the Business 
Employees are covered immediately prior to the Closing Date, and (ii) provide each Transferred 
Employee with credit for any co-payments and deductibles paid prior to the Closing Date(and 
during the then current plan year of the applicable Buyer welfare plan) in satisfying any 
applicable deductible or out-of-pocket requirements under any such welfare plans that such 
Transferred Employees are eligible to participate in after the Closing Date. 

(e) The Sellers shall be solely responsible for providing required notices 
under COBRA to any M&A Qualified Beneficiaries (as defined in Treas. Reg. Section 
54.4980B-9, Q&A 4) and the Sellers shall provide or cause to be provided continuation coverage 
under COBRA to such individuals. The Sellers agree to indemnify, defend and hold the Buyers 
and their Affiliates harmless from and against any and all liabilities, losses, claims, demands, 
costs, expenses (including, without limitation, actual attorneys' fees, expenses and costs) and any 
other liability that the Buyers or their Affiliates may incur as a result of either the Sellers' failure 
to provide the required COBRA continuation notice or coverage to M&A Qualified 
Beneficiaries. With respect to any Transferred Employee who has a "qualifying event" (as that 
term is defined in Code Section 4980 B(f)(3)) after the Closing Date, HLRUS or its Affiliate 
shall be solely responsible for any required COBRA continuation coverage under the group 
health plan maintained by HLRUS or its Affiliate in which such Transferred Employee 
participated at the time of termination. 

(f) The Sellers shall retain all liabilities under or relating to any liability or 
obligation arising under or relating to (i) any Employee Benefit Plan established, maintained, 
sponsored or contributed to by either the Sellers or their Affiliates, including, without limitation, 
the Scottish Re Group Limited Stock Option Plan, and (ii) any obligation to pay salaries, wages 
and bonuses (including any amounts owed with respect any retention or stay bonus programs or 
agreement) to the Business Employees, other than the obligation to pay salaries, wages and 
bonuses to Transferred Employees with respect to periods following the Closing Date. Neither 
the Sellers nor any of their Affiliates shall assume any liability or obligation arising under or 
relating to any Employee Benefit Plan established, maintained, sponsored or contributed to by 
the Buyers or any of their Affiliates. The Buyers shall not assume the sponsorship of, maintain, 
or otherwise be deemed to be responsible for any liability arising from any Employee Benefit 
Plan established, maintained, sponsored, or contributed to by the Sellers or their Affiliates for the 
benefit of any employee, including any Transferred Employee. 

(g) From and after the Closing Date, the Sellers and the Buyers shall 
cooperate to ensure an orderly transition of the Transferred Employees. 

(h) The Sellers shall be responsible for providing any notification that may be 
required under WARN with respect to the Business Employees to the extent such obligation 
arises prior to the Closing Date. From and after the Closing Date, HLRUS or its Affiliate shall 
be responsible for providing any notification that may be required under WARN with respect to 
its employees, including the Transferred Employees. 

Section 7 .13. Expenses. Except as otherwise specifically provided in this Agreement or 
the other Transaction Documents, the parties to this Agreement shall bear their respective 
expenses incurred in connection with the preparation, execution and performance of this 
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Agreement and the other Transaction Documents and the transactions contemplated thereby, 
including all fees and expenses of their advisers. 

Section 7 .14. Books and Records. Prior to the Closing Date, the Sellers shall cause all 
Books and Records to be maintained in the ordinary course consistent with past practices and 
applicable Law. On or prior to the Closing Date, the Sellers shall deliver to the Buyers all Books 
and Records and, if ( at any time after the Closing) the Sellers discover in their possession or 
under its control any other Books and Records, it shall promptly deliver such Books and Records 
to the Buyers; provided, that (i) any Books and Records that relate primarily to Excluded 
Liabilities shall be maintained by the Sellers, and copies shall be delivered to the Buyers on or 
prior to the Closing Date of the portions of such Books and Records relating to the Acquired 
Business and ( ii) the Sellers may retain a copy of any portion of the Books and Records relating 
to the Excluded Liabilities; provided further, that the Buyers and the Sellers shall provide 
reasonable access to the other party to the Books and Records that it retains. 

Section 7 .15. N oncompetition; N onsolicitation. 

(a) Except for the continuation of the Sellers' U.S. mortality risk reinsurance 
business that is not part of the Acquired Business, in the ordinary course, consistent with its 
current practice, the Parent agrees for a period of twelve (12) months after the Closing Date to 
refrain, and to cause its Subsidiaries to refrain (but only for such time as such companies remain 
Subsidiaries of the Parent), from engaging (for its own account or for the benefit of any other 
Person), directly or indirectly, as a principal, agent or employee, solely or jointly with others, or 
as stockholder or other owner in or of any Person, in any business that competes with the 
Acquired Business in the U.S. mortality risk reinsurance business in the Territory; provided, that 
this Section 7.15(a) shall immediately terminate and Parent and its Subsidiaries shall have no 
further obligation hereunder upon a Change of Control of Parent. For purposes of this Section 
7.15, "Territory" means the United States of America and its territories, and, if any, the foreign 
countries in which the Sellers write life reinsurance business based on United States lives as of 
the Closing Date. 

(b) The Parent agrees for a period of two (2) years after the Closing Date to 
refrain, and to cause its Subsidiaries to refrain, from, directly or indirectly, soliciting or 
attempting to employ or contract with, or employing or contracting with, any Transferred 
Employee while such Transferred Employee is an employee of any Buyer. Notwithstanding the 
foregoing, the Sellers shall not be prevented from hiring any Transferred Employee who contacts 
it on his or her own initiative without any direct or indirect solicitation by the Sellers, their 
Affiliates or their agents ( other than though general solicitations in industry journals, newspapers 
or similar publications or through use of a search firm or similar agency that has not been 
directed by the Sellers to contact such person or the Transferred Employees generally). 

( c) If any provisions contained in this Section 7 .15 shall for any reason be 
held invalid, illegal or unenforceable in any respect, such invalidity, illegality or unenforceability 
shall not affect any other provisions ofthis Section 7.15, but this Section 7.15 shall be construed 
as if such invalid, illegal or unenforceable provision had never been contained herein. It is the 
intention of the parties that if any of the restrictions or covenants contained herein is held to 
cover a geographic area or to be for a length of time which is not permitted by applicable Law, or 
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in any way construed to be too broad or to any extent invalid, such provision shall not be 
construed to be null, void and of no effect, but to the extent such provision would be valid or 
enforceable under applicable Law, a court of competent jurisdiction shall construe and interpret 
or reform this Section 7 .15 to provide for a covenant having the maximum enforceable 
geographic area, time period and other provisions (not greater than those contained herein) as 
shall be valid and enforceable under such applicable Law. 

( d) The Parent specifically agrees that the covenants contained in this Section 
7 .15 are an integral part of the inducement of the Buyers to enter into this Agreement, that any 
damage caused to the Buyers or any of their Affiliates by reason of the breach by the Parent or 
any of its Affiliates of this Section 7 .15 would cause irreparable harm that could not be 
adequately compensated for in monetary damages alone and that the Buyers ( or their successors 
or assigns) will be entitled to injunctive relief in addition to all other legal and equitable rights 
and remedies available to it in connection with any breach by the Parent or any of its Affiliates of 
any provision of this Section 7 .15 and that, notwithstanding the foregoing, no right, power or 
remedy conferred upon or reserved or exercised by the Buyers in this Section 7 .15 is intended to 
be exclusive of any other right, power or remedy, each and every one of which (now or hereafter 
existing at law, in equity, by statute or otherwise) will be cumulative and concurrent. 

Section 7 .16. Financial Statements. From the date hereof through the Closing Date, to 
the extent that SRUS, SRLB or SRO is required by applicable Law to prepare any statutory 
financial statements and file such statements with an Insurance Regulator, the Sellers shall make 
true and correct copies of all such statements available to the Buyers promptly after filing with 
the applicable Insurance Regulator (any such financial statements, the "Interim Period Financial 
Statements"). 

Section,7.17. Use of Names. 

(a) Notwithstanding any inference contained herein or prior course of conduct 
to the contrary, except as contemplated by the Scottish Re Administrative Services Agreement, 
and as necessary with respect to novations and clarifications contemplated by Section 7 .11, in no 
event shall the Buyers or any of their Affiliates have any right to use, nor shall the Buyers or any 
of their Affiliates use, any corporate name or acronym of the Sellers, or any of their Affiliates in 
any jurisdiction, or any registered or unregistered trademark, trade name, service mark, domain 
name or URL or any application or registration therefore, owned by, licensed to or used by the 
Parent or any of its Affiliates or any other name, term or identification that suggests, simulates or 
is otherwise confusing due to its similarity to any of the foregoing (collectively, the "Parent 
Marks"). 

(b) The Buyers acknowledge that any damage caused to the Parent, or any of 
their Affiliates by reason of the breach by the Buyers, or any of their respective Affiliates of this 
Section 7 .17 would cause irreparable harm that could not be adequately compensated for in 
monetary damages alone; therefore, the Buyers agrees that, in addition to any other remedies, at 
law or otherwise, the Parent, and any of their respective Affiliates shall be entitled to an 
injunction issued by a court of competent jurisdiction restraining and enjoining any violation of 
this Section 7.17. 

56 

NYA 587750.18 

Case 18-10160-LSS    Doc 451-1    Filed 08/17/18    Page 72 of 96



Case 18-10160-LSS    Claim 8-1    Filed 05/04/18    Desc Main Document      Page 72 of 95

Section 7 .18. Data Room Documents. On or before Closing, the Sellers shall deliver to 
the Buyers non-password protected electronic copies of all documents in the Data Room 
included in the Books and Records as of the date of this Agreement, which shall not include any 
documents that do not relate to the Acquired Business, in a format readable without the use of 
passwords or access to any document software besides Microsoft Word, Microsoft Excel and 
Adobe Acrobat. 

Section 7 .19. Leases. 

(a) Denver. With respect to the office space currently leased by SHI at 1290 
Broadway, Denver, Colorado 80203, SHI shall assign the lease to HLRUS or its designee as of 
the Closing Date (the "Denver Lease Assignment"), which assignment shall be on terms 
substantially similar to the lease currently in effect for such office space and shall provide that 
liabilities in respect of such lease shall begin to accrue to the assignee upon such assignment. 

(b) Charlotte. With respect to the office space currently leased by SHI and 
SRUS at the Simmons Building, 13840 Ballantyne Corporate Place, Charlotte, NC 28277, the 
Sellers and the Buyers shall amend the current lease so that as of the Closing Date: (i) SHI and 
SRUS continue as the tenant with respect to the third and fifth floors but terminate their lease 
with respect to the fourth floor, and (ii) HLRUS or its designee becomes the tenant with respect 
to the fourth floor and enters into a new lease with the landlord for the fourth floor, or if SHI and 
SRUS are unable to effect such termination and such new lease using commercially reasonable 
efforts, SHI and SRUS shall sublease the fourth floor to HLRUS or its designee (the foregoing, 
collectively, the "Charlotte Lease Amendments"), which amendments and/or new lease shall be 
on terms substantially similar to the lease currently in effect for such office space, after giving 
effect to the pro rata portion of such office space to be leased by the Buyers. 

( c) The Sellers shall assign that certain License Agreement for an Executive 
Suite, dated as of September 22, 1999, between the Sellers and Stadium Management Company, 
LLC to HLRUS or its designee as of the Closing Date. 

Section 7.20. Restricted Payments. For a period of twelve (12) months following the 
Closing Date, the Parent shall not make any payment or distribution to the holders of the Investor 
Shares in their capacity as such or in respect of the Investor Shares. 

Section 7 .21. Commercially Reasonable Efforts. Each party to this Agreement agrees to 
use its commercially reasonable efforts to take or cause to be taken and to do or cause to be done 
all such actions and things as shall be necessary or advisable, or as shall be reasonably requested 
by any other party, in order to consummate the transactions contemplated hereby and by the 
other Transaction Documents. 

Section 7.22. Post Closing Transfers of Assets. For a period of twelve (12) months 
following the Closing Date, if the Buyers discover a need for any asset of the Sellers, which was 
not included among the Acquired Assets and is owned by the Sellers at the time that the Buyers 
make a request for the asset under this Section 7 .22, or the Sellers discover a need for any asset 
included in the Acquired Assets, which is owned by the Buyers at the time the Sellers make a 
request for the asset under this Section 7 .22, the party discovering the need for such an asset ( the 
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"Requesting Party") may request the transfer of such asset by the other party (the "Responding 
£m:ty"); provided, that the fair market value of such asset shall not exceed $20,000 and the 
aggregate fair market value of all assets transferred under this Section 7 .22 to such Requesting 
Party shall not exceed $100,000. The Responding Party shall not unreasonably withhold, 
condition or delay its consent to such a transfer; provided, that such Responding Party shall not 
be deemed to be unreasonably withholding its consent in the event that, at the time it receives the 
request, it is using the asset, has a good faith expectation that it will use such asset in the future, 
or has agreed to sell such asset to a third party, in each case at the time it receives the request. If 
consent is granted, such Responding Party shall promptly transfer or cause its Affiliate to 
transfer such asset to the Requesting Party, on an "as is" basis, at no cost to the Requesting Party. 

Section 7 .23. Industry Risk Retrocession Agreements. The Buyers, the Sellers and the 
ING Companies shall negotiate mutually agreeable agreements to effect the novation of the 
Industry Risk Retrocession Agreements from the Sellers to the Buyers, which agreements shall 
be entered into on the Closing Date (the "Novated Industry Risk Retrocession Agreements"). 
Such agreements will include provisions permitting the Buyers to (i) effect a single recapture of 
any or all of the risk ceded thereunder without the payment of any recapture fee or penalty at any 
time prior to December 31, 2009 and ( ii) effect a recapture on any date within 90 days of the 
Buyers' increasing their reinsurance retention limit; provided, that if the Buyers elect to 
recapture any of such risk they shall recapture all such risk except to the extent they are 
prevented from doing so by retention limits generally applicable to the Buyers and their 
Affiliates, and the Buyers shall provide to the ING Companies certifications of their appointed 
actuaries or senior officers to that effect. 

Section 7.24. OM Treaties. From and after the Closing Date until December 31, 2009, 
the Buyers agree to use commercially reasonable efforts to effect the recapture of the OM 
Treaties. The Buyers, the Sellers and the ING Companies agree that from and after the Closing 
Date, neither the Buyers nor the Sellers shall have any liabilities or obligations in respect of any 
obligation to pay any portion of any investment income under the OM Treaties, as contemplated 
by paragraph G of the ING Letter Agreement. In all other respects, however, the ING 
Companies and the Buyers shall treat the matters addressed in such paragraph G as described 
therein. For the avoidance of doubt, except as explicitly set forth above, the Buyers shall have 
no obligations under the ING Letter Agreement. 

ARTICLE VIII 

CONDITIONS PRECEDENT 

Section 8.1. Conditions to Each Party's Obligations. The respective obligations of 
each party to consummate the transactions contemplated hereby and the other actions to be taken 
at the Closing are subject to the satisfaction or waiver on or prior to the Closing Date of the 
following conditions: 

(a) Governmental Approvals. All filings required to be made prior to the 
Closing Date with, and all consents, approvals, permits and authorizations required to be 
obtained prior thereto from, Governmental Entities in connection with the consummation of the 
transactions contemplated by the Transaction Documents by the Sellers, the Buyers, and the ING 
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Companies as set forth in Sections 3.3 and 4.3 of the Sellers Disclosure Letter, Section 5.3 of the 
Buyers Disclosure Letter and Section 6.3 of the ING Companies Disclosure Letter shall have 
been made or obtained. 

(b) No Injunctions or Restraints. No temporary restraining order, preliminary 
or permanent injunction or other Order issued by any court of competent jurisdiction and no 
statute, rule or regulation of any Governmental Entity preventing the consummation of any of the 
transactions contemplated by the Transaction Documents shall be in effect or have the effect of 
making any of the transactions contemplated hereby illegal or otherwise prohibiting its 
consummation. No action shall have been instituted by a Governmental Entity and, at what 
would otherwise have been the Closing Date, remain pending before a Governmental Entity to 
restrain or prohibit or otherwise challenge the performance of the obligations of the parties 
hereto, nor shall any Governmental Entity have notified any party to this Agreement that the 
consummation of the transactions contemplated hereby would constitute a violation of Law and 
that.it intends to commence proceedings to restrain the consummation of the transactions 
contemplated hereby, to force divestiture if the same is consummated or to materially modify the 
terms or results of the transactions contemplated hereby unless such Governmental Entity shall 
have withdrawn such notice, or has otherwise indicated in writing that it will not take any action, 
prior to what would otherwise have been the Closing Date. 

(c) Collateral Facilities. The transactions contemplated by Section 
7.8(a)(with respect to UHRL) shall have been completed, which completion shall include (i) the 
receipt of any third party consents required therefor, (ii) the termination of the Security Trust 
Agreement associated with the UHRL transaction and (iii) the release of the assets held pursuant 
to such Security Trust Agreement to the Sellers. 

(d) Novation of Certain Treaties. Each of Sun Life Assurance Company of 
Canada and Manulife Insurance Company and any applicable affiliates thereof ( each a "Required 
Novating Reinsurer") will have entered into (i) a letter of intent on terms reasonably acceptable 
to the parties hereto with one or more Affiliates of each of SLD, SRUS and HLRUS providing 
for the Novation of the ING Retrocession Agreements to which such Required Novating 
Reinsurer is a party (provided that for purposes of this clause (i), ING Retrocession Agreements 
shall include only those ING Retrocession Agreements that are excess retrocession agreements) 
and (ii) a letter of intent on terms reasonably acceptable to the Buyers and the Sellers with one or 
more Affiliates of each of SRUS and HLRUS providing for the Novation of the Scottish 
Retrocession Agreements to which such Required Novating Reinsurer is a party with respect to 
the Reinsured Liabilities reinsured thereunder. 

Section 8.2. Conditions to Obligations of the Buyers. The obligations of the Buyers to 
consummate the transactions contemplated hereby and the other actions to be taken at the 
Closing are further subject to the satisfaction, or waiver by the Buyers, on or prior to the Closing 
Date of the following conditions: 

(a) Representations and Warranties. The representations and warranties of the 
Sellers and the ING Companies set forth in Articles III and VI of this Agreement, respectively {i) 
that are not qualified as to materiality or a Seller Material Adverse Effect or an ING Companies 
Material Adverse Effect, as applicable, shall be true and correct in all material respects as of the 

59 

NY A 587750.18 

Case 18-10160-LSS    Doc 451-1    Filed 08/17/18    Page 75 of 96



Case 18-10160-LSS    Claim 8-1    Filed 05/04/18    Desc Main Document      Page 75 of 95

date hereof and as of the Closing Date as though made on and as of the Closing Date ( other than 
those representations and warranties that speak as of a specified date, which shall be true and 
correct in all material respects as of such date), and (ii) that are qualified as to materiality or a 
Seller Material Adverse Effect or an ING Companies Material Adverse Effect, as applicable, 
shall be true and correct in all respects (without giving effect to such materiality or a Seller 
Material Adverse Effect or an ING Companies Material Adverse Effect, as applicable, 
qualifications contained in such representations and warranties) as of the date hereof and as of 
the Closing Date as though made on and as of the Closing Date ( other than those representations 
and warranties that speak as of a specified date, which shall be true and correct in all respects as 
of such date without giving effect to such materiality or a Seller Material Adverse Effect or an 
ING Companies Material Adverse Effect, as applicable, qualifications) except to the extent, in 
the aggregate, breaches of such representations and warranties described in this clause (ii) do not 
have a Seller Material Adverse Effect or an ING Companies Material Adverse Effect, as 
applicable; provided, that the representations and warranties of the Sellers set forth in the first 
sentence of Section 3 .1 and Section 3 .2 shall be true and correct in all respects as of the date 
hereof and as of the Closing Date as though made on and as of the Closing Date; and the Buyers 
shall have received certificates signed, respectively, (A) on behalf of each Seller by an executive 
officer of Parent to the effect set forth in this paragraph, and (B) on behalf of each of the ING 
Companies by an executive officer of each of the ING Companies to the effect set forth in this 
paragraph. 

(b) Performance of Obligations of the Sellers and the ING Companies. The 
Sellers and the ING Companies shall have performed or complied with in all material respects all 
obligations, agreements and covenants required to be performed or complied with by it under 
this Agreement on or prior to the Closing Date, and the Buyers shall have received certificates 
signed, respectively, (i) on behalf of the Sellers by an executive officer of the Parent to such 
effect, and (ii) on behalf of each of the ING Companies by an executive officer of each ING 
Company to such effect. 

(c) No Seller Material Adverse Effect. Since the date of this Agreement, 
there shall not have been any state of facts, event, change, effect, development, condition or 
occurrence (or, with respect to facts, events, changes, effects, developments, conditions, or 
occurrences existing prior to the date hereof, any worsening thereof) that, individually and in the 
aggregate, has had or would have a Seller Material Adverse Effect or an ING Companies 
Material Adverse Effect. 

( d) New York Department of Insurance. The NY DOI shall not have advised 
HLRUS, formally or informally, that HLRUS will not be accredited as a reinsurer in New York 
for purposes of reinsurance ceded by SLD to HLRUS pursuant to the transactions contemplated 
by this Agreement. 

( e) Transaction Documents. The Sellers shall have executed and delivered to 
the Buyers counterparts of each of the Transaction Documents to which it or an Affiliate is a 
party. Also, each of the ING Companies shall have executed and delivered to the Buyers 
counterparts of each of the Transaction Documents to which it is a party. 
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(f) Corporate Actions. All necessary corporate actions of the Sellers and the 
ING Companies in connection with the transactions contemplated by the Transaction Documents 
shall have been taken, and all such corporate actions of the Sellers and all documents and 
instruments incident thereto, shall be reasonably satisfactory in substance and form to the 
Buyers, and the Buyers shall have received all such documents and instruments, or copies 
thereof, certified if requested, as may be reasonably requested. 

(g) Ballantyne. The transactions contemplated by Section 7.8(b)(i) (with 
respect to Ballantyne) shall have been completed, including obtaining any third party consents 
required therefore. 

(h) Retrocession Agreements. The transactions contemplated by Section 
7.1 l(b)(ii) shall have been completed, on the terms and conditions reasonably satisfactory to the 
Buyer. 

(i) Leases. All required consents from the landlords or other Persons with 
respect to the Denver Lease Assignment and the Charlotte Lease Amendments have been 
obtained. 

Section 8.3. Conditions to Obligations of the Sellers. The obligations of the Sellers to 
consummate the transactions contemplated hereby and the other actions to be taken at the 
Closing are further subject to the satisfaction, or waiver by the Sellers, on or prior to the Closing 
Date of the following conditions: 

(a) Representations and Warranties. The representations and warranties of the 
Buyers and the ING Companies set forth in Articles V and VI ofthis Agreement, respectively (i) 
that are not qualified as to materiality or a Buyer Material Adverse Effoct or an ING Companies 
Material Adverse Effect, as applicable, shall be true and correct in all material respects as of the 
date hereof and as of the Closing Date as though made on and as of the Closing Date (other than 
those representations and warranties that speak as of a specified date, which shall be true and 
correct in all material respects as of such date), and (ii) that are qualified as to materiality or a 
Buyer Material Adverse Effect or an ING Companies Material Adverse Effect, as applicable, 
shall be true and correct in all respects ( without giving effect to such materiality or Buyer 
Material Adverse Effect or ING Companies Material Adverse Effect, as applicable, 
qualifications contained in such representations and warranties) as of the date hereof and as of 
the Closing Date as though made on and as of the Closing Date ( other than those representations 
and warranties that speak as of a specified date, which shall be true and correct in all respects as 
of such date without giving effect to such materiality or Buyer Material Adverse Effect or ING 
Companies Material Adverse Effect, as applicable, qualifications) except to the extent, in the 
aggregate, breaches of such representations and warranties described in this clause (ii) do not 
have a Buyer Material Adverse Effect or ING Companies Material Adverse Effect, as applicable; 
and the Parent shall have received certificates signed, respectively, (A) on behalf of each Buyer 
by an executive officer of each Buyer to the effect set forth in this paragraph, and (B) on behalf 
of each of the ING Companies by an executive officer of each of the ING Companies to the 
effect set forth in this paragraph. 
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(b) Performance of Obligations of the Buyers and the ING Companies. The 
Buyers and the ING Companies shall have performed or complied with in all material respects 
all their respective obligations, agreements and covenants required to be performed or complied 
with by it under this Agreement on or prior to the Closing Date, and the Parent shall have 
received certificates signed, respectively, (i) on behalf of each Buyer by an executive officer of 
each Buyer to such effect, and (ii) on behalf of each of the ING Companies by an executive 
officer of each of the ING Companies to such effect. 

( c) Transaction Documents. Each Buyer shall have executed and delivered to 
the Sellers counterparts of each of the Transaction Documents to which it or an Affiliate is a 
party. Also, each of the ING Companies shall have executed and delivered to the Sellers 
counterparts of each of the Transaction Documents to which it or an Affiliate is a party. 

(d) Corporate Authority. All necessary corporate actions of the Buyers and 
the ING Companies in connection with the transactions contemplated by the Transaction 
Documents shall have been taken, and all such corporate actions of the Buyers and all documents 
and instruments incident thereto, shall be reasonably satisfactory in substance and form to the 
Sellers, and the Sellers shall have received all such documents and instruments, or copies 
thereof, certified if requested, as may be reasonably required. 

( e) Recapture of Certain Liabilities. Prior to or concurrent with the Closing, 
SRUS shall have recaptured all reinsured liabilities under, and terminated, that certain Yearly 
Renewable Term Reinsurance Agreement between SRUS and London Life Reinsurance 
Company, dated as of October 1, 2006, as amended. 

Section 8.4. Conditions to Obligations of the ING Companies. The obligations of the 
ING Companies to consummate the transactions contemplated hereby and the other actions to be 
taken at the Closing are further subject to the satisfaction, or waiver by the ING Companies, on 
or prior to the Closing Date of the following conditions: 

(a) Representations and Warranties. The representations and warranties of the 
Buyers and the Sellers set forth in Articles IV and V of this Agreement, respectively (i) that are 
not qualified as to materiality or a Buyer Material Adverse Effect or a Seller Material Adverse 
Effect, as applicable, shall be true and correct in all material respects as of the date hereof and as 
of the Closing Date as though made on and as of the Closing Date ( other than those 
representations and warranties that speak as of a specified date, which shall be true and correct in 
all material respects as of such date), and (ii) that are qualified as to materiality or a Buyer 
Material Adverse Effect or a Seller Material Adverse Effect, as applicable, shall be true and 
correct in all respects (without giving effect to such materiality or Buyer Material Adverse Effect 
or Seller Material Adverse Effect, as applicable, qualifications contained in such representations 
and warranties) as of the date hereof and as of the Closing Date as though made on and as of the 
Closing Date ( other than those representations and warranties that speak as of a specified date, 
which shall be true and correct in all respects as of such date without giving effect to such 
materiality or Buyer Material Adverse Effect or Seller Material Adverse Effect, as applicable, 
qualifications) except to the extent, in the aggregate, breaches of such representations and 
warranties described in this clause (ii) do not have a Buyer Material Adverse Effect or Seller 
Material Adverse Effect, as applicable; and the Parent shall have received certificates signed, 
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respectively, (A) on behalf of each Buyer by an executive officer of each Buyer to the effect set 
forth in this paragraph, and (B) on behalf of each Seller by an executive officer of the Parent to 
the effect set forth in this paragraph. 

(b) Performance of Obligations of the Buyers and the Sellers. The Buyers and 
the Sellers shall have performed or complied with in all material respects all their respective 
obligations, agreements and covenants required to be performed or complied with by it under 
this Agreement on or prior to the Closing Date, and the ING Companies shall have received 
certificates signed, respectively, (i) on behalf of each Buyer by an executive officer of each 
Buyer to such effect, and (ii) on behalf of each Seller by an executive officer of the Parent to 
such effect. 

( c) Transaction Documents. Each Buyer shall have executed and delivered to 
the ING Companies counterparts of each of the Transaction Documents to which it or an 
Affiliate is a party. Also, each Seller shall have executed and delivered to the ING Companies 
counterparts of each of the Transaction Documents to which it or an Affiliate is a party. 

(d) Corporate Authority. All necessary corporate actions of the Buyers and 
the Sellers in connection with the transactions contemplated by the Transaction Documents shall 
have been taken, and all such corporate actions of the Buyers and the Sellers and all documents 
and instruments incident thereto, shall be reasonably satisfactory in substance and form to the 
ING Companies, and the ING Companies shall have received all such documents and 
instruments, or copies thereof, certified if requested, as may be reasonably required. 

( e) New York Department of Insurance. The NY DO I shall not have advised 
SLD, formally or informally, that the NY DOI will not permit SLD to take reinsurance reserve 
credit for the business ceded to HLRUS pursuant to the SLD-HLRUS Reinsurance Agreement. 

ARTICLE IX 

TERMINATION PRIOR TO CLOSING 

Section 9.1. Termination of Agreement. This Agreement may be terminated at any 
time prior to the Closing: 

(a) by mutual written consent of the Sellers, the Buyers and the ING 
Companies; 

(b) by the Sellers, the Buyers or the ING Companies, if there shall be any 
Order of any Governmental Entity which prohibits or restrains any party from consummating the 
transactions contemplated hereby, and such Order shall have become final and nonappealable; 

( c) by the Sellers or the Buyers or the ING Companies, if the Closing has not 
occurred on or prior to March 31, 2009 (the "Outside Date"); provided, however, that the right to 
terminate this Agreement under this Section 9 .1 ( c) shall not be available to a party if such party 
has failed to fulfill any obligation under this Agreement and such failure has been the cause of, 
or resulted in, the failure of the Closing to occur on or prior to such date; 
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( d) by the Buyers, in the event of any breach by the Sellers or the ING 
Companies of any of the Sellers' or the ING Companies' respective agreements, representations 
or warranties contained herein that (i) would reasonably be expected to result in the failure of a 
condition set forth in Section 8.2 to be satisfied, and (ii) cannot be or has not been cured by the 
earlier of: (x) the thirtieth (30th) calendar day following receipt by the Sellers or the ING 
Companies, as applicable, of written notice from the Buyers of such breach, or (y) the Outside 
Date; or 

( e) by the Sellers, in the event of any breach by the Buyers or the ING 
Companies of any of the Buyers' or the ING Companies' respective agreements, representations 
or warranties contained herein that (i) would reasonably be expected to result in the failure of a 
condition set forth in Section 8.3 to be satisfied and (ii) cannot be or has not been cured by the 
earlier of: (x) the thirtieth (30th) calendar day following receipt by the Buyers or the ING 
Companies, as applicable, of written notice from the Sellers of such breach, or (y) the Outside 
Date; or 

(f) by the ING Companies, in the event of a breach by the Buyers or the 
Sellers of any of the Buyers' or the Sellers' respective agreements, representations or warranties 
contained herein that (i) would reasonably be expected to result in the failure of a condition set 
forth in Section 8.4 to be satisfied and (ii) cannot be or has not been cured by the earlier of: (x) 
the thirtieth (30th) calendar day following receipt by the Buyers or the Sellers, as applicable, of 
written notice from the ING Companies of such breach, or (y) the Outside Date. 

Section 9.2. Procedure Upon Termination and Consequences. Either the Buyers, the 
Sellers or the ING Companies may terminate this Agreement when permitted pursuant to Section 
9 .1 by delivering written notice of such termination to the other parties, and such termination 
shall be effective upon delivery of such notice in accordance with Section 11.2. If this 
Agreement is terminated as provided herein, (a) the Buyers (and their respective agents and 
representatives) shall return to the Sellers all documents, and other material obtained from the 
Sellers that constitutes confidential information under the Confidentiality Agreement, whether 
obtained before or after the execution hereof, (b) such termination shall not in any way limit the 
rights and remedies of any party against any other party which has breached any of the 
representations, warranties, covenants, agreements or other provisions of this Agreement prior to 
its termination, and (c) Section 7.14, Section 9.2, Article XI and the Confidentiality Agreement, 
including with respect to information that is subject to the Confidentiality Agreement pursuant to 
this Agreement, shall survive the termination of this Agreement. 

ARTICLEX 

INDEMNIFICATION 

Section 10.1. Survival. The representations and warranties of the parties contained in 
this Agreement or in any certificate or other writing delivered pursuant hereto or in connection 
herewith shall survive the Closing for a period of twelve (12) months following the Closing Date 
provided. however, that the representations and warranties made in Sections 3.2, 3.12, 4.2, 5.2 
and 6.2 shall survive the Closing indefinitely; The covenants and agreements of the parties 
contained in this Agreement or in any certificate or other writing delivered pursuant hereto or in 
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connection herewith shall survive the Closing indefinitely or for any shorter period expressly 
specified therein. Notwithstanding the preceding sentences, any breach of representation, 
warranty, covenant or agreement in respect of which indemnity may be sought under this 
Agreement shall survive the time at which it would otherwise terminate pursuant to the 
preceding sentences, if notice of the inaccuracy or breach thereof giving rise to such right of 
indemnity shall have been given to the party against whom such indemnity may be sought prior 
to such time. 

Section 10.2. Indemnification by the Parent. From and after the Closing, the Parent 
shall defend, indemnify and hold harmless the Buyers, their Affiliates, member, partners, 
directors, shareholders and their respective officers, directors, employees, agents, advisers and 
representatives (collectively, the "Buyer Indemnitees") from and against, and pay or reimburse 
the Buyer Indemnitees for, any and all damage, loss, liability, and expense (including reasonable 
expenses of investigation, enforcement and collection and reasonable attorneys' and accountants' 
fees and expenses in connection with any Litigation), whether or not involving a third party 
claim, but excluding consequential damages other than out-of-pocket damages resulting from the 
payment of consequential damages to a third party pursuant to a final judgment ( collectively, 
"Losses"), resulting from or arising out of: 

(a) any inaccuracy in or breach of any representation or warranty when made or deemed 
made by any Seller in or pursuant to this Agreement or any Transaction Document ( other 
than the Scottish Re Administrative Services Agreement and the Transition Services 
Agreement); 

(b) any failure of any Seller to perform any covenant or agreement under this Agreement 
or any Transaction Document ( other than the Scottish Re Administrative Services 
Agreement and the Transition Services Agreement); 

( c) any Excluded Liabilities; 

( d) any matter relating to or arising from any Employee Benefit Plan established, 
maintained, sponsored, or contributed to by either the Parent or its Affiliates; or 

( e) any infringement by any third party of the Seller Intellectual Property that is pending 
as of the Closing Date or that arises with respect to events occurring prior to the Closing 
Date. 

Section 10.3. Indemnification by the Buyer. From and after the Closing, the Buyers 
shall defend, indemnify and hold harmless the Sellers and their respective officers, directors, 
employees, agents, advisers and representatives (collectively, the "Seller Indemnitees") from and 
against, and pay or reimburse the Seller Indemnitees for, any and all Losses resulting from or 
arising out of (a) any inaccuracy in or breach of any representation or warranty made or deemed 
made by the Buyers in or pursuant to this Agreement or any Transaction Document ( other than 
the Scottish Re Administrative Services Agreement and the Transition Services Agreement), (b) 
any failure of the Buyers to perform any covenant or agreement under this Agreement or any 
Transaction Document ( other than the Scottish Re Administrative Services Agreement and the 
Transition Services Agreement) or (c) any Assumed Liabilities. 
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Section 10.4. Certain Limitations on Indemnification. 

(a) After the Closing, except with respect to Losses (x) arising out of 
inaccuracies in or breaches of the representations and warranties contained in the first sentence 
of Section 3.1, and Section 3.2, or (y) arising out of fraud, bad faith, intentional 
misrepresentation or intentional omission by the Sellers, the Parent shall not be required to 
indemnify the Buyer Indemnitees for Losses under Section 10.2(a), (i) until the aggregate 
amount of all such Losses exceeds $5,000,000 (the "Threshold"), in which event the Parent shall 
be responsible for all Losses from the first dollar of such Losses, whether or not in excess of the 
Threshold or (ii) for Losses in the aggregate in excess of $75,000,000 (the "Indemnity Cap"). 

(b) After the Closing, except with respect to Losses arising out of ( x) 
inaccuracies in or breaches of the representations and warranties contained in the first sentence 
of Section 5.1, and Section 5.2, or (y) fraud, bad faith, intentional misrepresentation or 
intentional omission by the Buyers, the Buyers shall not be required to indemnify the Seller 
Indemnitees for Losses under Section 10.3(a), (i) until the aggregate amount of all such Losses 
exceeds the Threshold, in which event the Buyers shall be responsible for all Losses, whether or 
not in excess of the Threshold from the first dollar of such Losses, or (ii) for Losses in excess of 
the Indemnity Cap. 

( c) The rights and remedies of any party in respect of any inaccuracy or 
breach of any representation, warranty, covenant or agreement shall in no way be limited by the 
fact that the act, omission, occurrence or other state of facts or circumstances upon which any 
claim of any such inaccuracy or breach is based may also be the subject matter of any other 
representation, warranty, covenant or agreement as to which there is no inaccuracy or breach 
except as expressly provided herein. 

( d) The indemnities provided for in this Article X shall be the sole and 
exclusive remedy of the Buyer Indemnitees or the Seller Indemnitees, as the case may be, after 
the Closing for any inaccuracy of any representation or warranty of the Sellers or the Buyers, 
respectively, herein or any other breach of this Agreement; provided, that nothing herein shall 
limit in any way any such party's remedies in respect of fraud, bad faith, intentional 
misrepresentation or omission or intentional misconduct by the other party in connection with 
the transactions contemplated hereby. For the avoidance of doubt, this Article X shall not limit 
any remedies of any party for any breach of this Agreement by any other party in the event that 
there is not a Closing. 

(e) No party to this Agreement (or any of its Affiliates) (including, for the 
avoidance of doubt, the ING Companies) shall, in any event, be liable or otherwise responsible to 
any other party ( or any of its Affiliates) for any punitive, exemplary or special damages of such 
other party ( or any of its Affiliates) arising out of or relating to this Agreement or the 
performance or breach hereof, other than any such damages arising in connection with a Third 
Party Claim (as defmed below). 

(f) To the extent that any Losses for which indemnification is sought from the 
Sellers pursuant to this Article X result from actions or the failure to take action by the Sellers or 
any of their Subsidiaries that the Buyers caused the Sellers or such Subsidiary to take or fail to 
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take, directly or indirectly, the Sellers shall not be required to provide any indemnity for such 
Losses. 

(g) For purposes of determining the amount of Losses to be indemnified 
pursuant to this Article X (but not for purposes of determining whether an inaccuracy in or 
breach of any representation or warranty has occurred), any inaccuracy in or breach of any 
representation or warranty ( other than the representation and warranty contained in Section 3. 7) 
shall be determined without regard to any materiality, Seller Material Adverse Effect, or similar 
qualification contained in or otherwise applicable to such representation or warranty. 

(h) To the extent that a Buyer Indemnitee or a Seller Indemnitee has received 
payment in respect of a Loss pursuant to the provisions of another Transaction Document such 
Indemnitee shall not be entitled to indemnification for such Loss under this Agreement 
(including pursuant to Section 10.6), but only to the extent of such payment. 

Section 10. 5. Third Party Claim Procedures. In the case of any Litigation asserted by a 
third party ( a "Third Party Claim") against a party entitled to indemnification under this 
Agreement (the "Indemnified Party"), notice shall be given by the Indemnified Party to the party 
required to provide indemnification (the "Indemnifying Party") promptly after such Indemnified 
Party has actual knowledge of such Third Party Claim, and the Indemnified Party shall permit 
the Indemnifying Party ( at the expense of such Indemnifying Party and so long as the 
Indemnifying Party acknowledges in writing its obligation to indemnify the Indemnified Party 
for Losses related to such Third Party Claim) to assume the defense of such Third Party Claim, 
provided, that (a) counsel for the Indemnifying Party who shall conduct the defense of such 
Third Party Claim shall be reasonably satisfactory to the Indemnified Party, and the Indemnified 
Party may participate in such defense at such Indemnified Party's expense, and (b) the failure of 
any Indemnified Party to give notice as provided herein shall not relieve the Indemnifying Party 
of its indemnification obligation under this Agreement except to the extent that such failure 
results in a lack of actual notice to the Indemnifying Party and such Indemnifying Party is 
materially prejudiced as a result of such failure to give notice. If the Indemnifying Party does 
not promptly assume the defense of such Third Party Claim following notice thereof, the 
Indemnified Party shall be entitled to assume and control such defense and to settle or agree to 
pay in full such Third Party Claim without the consent of the Indemnifying Party without 
prejudice to the ability of the Indemnified Party to enforce its claim for indemnification against 
the Indemnifying Party hereunder. Except with the prior written consent of the Indemnified 
Party, no Indemnifying Party, in the defense of any such Third Party Claim, shall consent to 
entry of any judgment or enter into any settlement that (i) provides for injunctive or other 
nonmonetary relief affecting the Indemnified Party, (ii) does not include as an unconditional 
term thereof the giving by each claimant or plaintiff to such Indemnified Party of an irrevocable 
release from all liability with respect to such Third Party Claim, or (iii) would restrict such 
Indemnified Party's ability to conduct its business in the ordiBary course or would otherwise 
have a materially adverse impact on the business of the Indemnified Party. If the Indemnified 
Party in good faith determines that the conduct of the defense or any proposed settlement of any 
Third Party Claim would reasonably be expected to affect adversely the Indemnified Party's Tax 
liability or the ability of the Parent or any of its Subsidiaries to conduct its business, or that the 
Indemnified Party may have available to it one or more defenses or counterclaims that are 
inconsistent with one or more of those that may be available to the Indemnifying Party in respect 
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of such Third Party Claim, the Indemnified Party shall have the right at all times to take over and 
control the defense, settlement, negotiation or Litigation relating to any such Third Party Claim 
at the sole cost of the Indemnifying Party, provided, that if the Indemnified Party does so take 
over and control, the Indemnified Party shall not settle such Third Party Claim without the 
written consent of the Indemnifying Party, such consent not to be unreasonably withheld, 
conditioned or delayed. In any event, the Sellers and the Buyers shall cooperate in the defense of 
any Third Party Claim subject to this Article X and the records of each shall be reasonably 
available to the other with respect to such defense. 

Section 10.6. Additional Indemnification Obligations. 

(a) Indemnification by the Buyers. From and after the Closing, the Buyers 
shall defend, indemnify and hold harmless the ING Companies and their respective officers, 
directors, employees, agents, advisers and representatives (collectively, the "ING Indemnitees") 
from and against, and pay or reimburse the ING lndemnitees for, any and all Losses resulting 
from or arising out of any inaccuracy in or breach of any representation or warranty made or 
deemed made by the Buyers in or pursuant to Sections 5.1 through 5.5 of this Agreement. 

(b) Indemnification by the Parent. From and after the Closing, the Parent 
shall defend, indemnify and hold harmless the ING Indemnitees from and against, and pay or 
reimburse the ING Indemnitees for, any and all Losses resulting from or arising out of any 
inaccuracy in or breach of any representation or warranty made or deemed made by any Seller in 
or pursuant to Article IV of this Agreement. 

( c) Indemnification by the ING Companies. From and after the Closing, the 
ING Companies shall defend, indemnify and hold harmless the Buyer Indemnities and the Seller 
Indemnitees from and against, and pay or reimburse the Buyer Indemnitees or Seller 
lndemnitees, as applicable, for, any and all Losses resulting from or arising out of any inaccuracy 
in or breach of any representation or warranty made or deemed made by the ING Companies in 
or pursuant to Article VI of this Agreement. 

( d) Limitations on Indemnification. Except with respect to Losses arising out 
of (x) inaccuracies in or breaches of the representations and warranties contained in the first 
sentence of Sections 4.1 or 4.2 in the case of the Parent, or Sections 5.1 or 5.2 in the case of the 
Buyers, or Sections 6.1 or 6.2 in the case of the ING Companies, or (y) fraud, bad faith, 
intentional misrepresentation or intentional omission by the Sellers, the Buyers or the ING 
Companies: 

(i) The Buyers shall not be required to indemnify the ING 
Indemnitees for Losses under Section 10.6(a) until the aggregate amount of such Losses 
exceeds $100,000, in which event the Buyers shall be responsible for all Losses from the 
first dollar of such Losses, whether or not in excess such amount. In addition, the Buyers 
shall not be required to indemnify the ING Indemnitees for Losses under Section 10.6(a) 
for Losses in the aggregate in excess of $5,000,000. 

(ii) The Parent shall not be required to indemnify the ING Indemnitees 
for Losses under Section 10.6(b) until the aggregate amount of such Losses exceeds 
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$100,000, in which event the Parent shall be responsible for all Losses from the first 
dollar of such Losses, whether or not in excess such amount. In addition, the Parent shall 
not be required to indemnify the ING Indemnitees for Losses under Section 10.6(b) for 
Losses in the aggregate in excess of $5,000,000. 

(iii) The ING Companies shall not be required to indemnify the Buyer 
Indemnitees or the Seller lndemnitees for Losses under Section 10.6(c) until the 
aggregate amount of such Losses for the Buyer Indemnitees or the Seller Indemnitees, as 
applicable, exceeds $100,000, in which event the ING Companies shall be responsible to 
the Buyer Indemnitees or the Seller Indemnitees, as applicable, for all Losses from the 
first dollar of such Losses, whether or not in excess such amount. In addition, the ING 
Companies shall not be required to indemnify the Buyer Indemnitees for Losses under 
Section 10.6(c) for Losses in the aggregate in excess of $5,000,000, and the ING 
Companies shall not be required to indemnify the Seller Indemnitees for Losses under 
Section 10.6(c) for Losses in the aggregate in excess of $5,000,000. 

( e) The indemnities provided for in this Section 10.6 shall be the sole and 
exclusive remedy of the ING Indemnitees, after the Closing, for any inaccuracy of any 
representation or warranty of the Sellers or the Buyers in this Agreement; provided, that nothing 
herein shall limit in any way the ING Companies' remedies in respect of fraud, bad faith, 
intentional misrepresentation or omission or intentional misconduct by the Buyers or the Sellers 
in connection with the transactions contemplated hereby. 

(t) The indemnities provided for in this Section 10.6 shall be the sole and 
exclusive remedy of the Buyer Indemnitees and the Seller Indemnitees, after the Closing, for any 
inaccuracy of any representation or warranty of the ING Companies in this Agreement; provided, 
that nothing herein shall limit in any way the Buyers' or the Sellers' remedies in respect of fraud, 
bad faith, intentional misrepresentation or omission or intentional misconduct by the ING 
Companies in connection with the transactions contemplated hereby. 

(g) For the avoidance of doubt, this Section 10.6 shall not limit any remedies 
of any party (i) for any breach of this Agreement by any other party in the event that there is not 
a Closing or (ii) for any breach of any other agreement entered into in connection with this 
Agreement. 

(h) For purposes of determining the amount of Losses to be indemnified 
pursuant to this Section 10.6 (but not for purposes of determining whether an inaccuracy in or 
breach of any representation or warranty has occurred), any inaccuracy in or breach of any 
representation or warranty shall be determined without regard to any materiality, Seller Material 
Adverse Effect, Buyer Material Adverse Effect, ING Companies Material Adverse Effect or 
similar qualification contained in or otherwise applicable to such representation or warranty. 

(i) To the extent that an ING Indemnitee has received payment in respect of a 
Loss pursuant to the provisions of another Transaction Document, such ING Indemnitee shall not 
be entitled to indemnification for such Loss under this Agreement, but only to the extent of such 
payment. 
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ARTICLE XI 

GENERAL PROVISIONS 

Section 11.1. Fees and Expenses. If the transactions contemplated by the Transaction 
Documents are not consummated, each party hereto shall pay its own expenses. 

Section 11.2. Notices. All notices, requests, claims, demands and other communications 
under this Agreement shall be in writing and shall be deemed given if delivered personally, by 
facsimile (which is confirmed) or sent by overnight courier (providing proof of delivery) to the 
parties at the following addresses ( or at such other address for a party as shall be specified by 
like notice): 

NYA587750.18 

(a) if to the Buyers, to 

Hannover Life Reassurance Company of America 
800 North Magnolia Avenue, Suite 1400 
Orlando, Florida 32803 
Attention: President 

with concurrent copies to: 

Hannover Life Reassurance (Ireland) Limited 
4 Custom House Plaza · 
IFSC 
Dublin 1 
Ireland 
Attention: Managing Director 

and 

Locke Lord Bissell & Liddell LLP 
401 9th Street, N.W. 
Suite 400 South 
Washington, DC 20004 
Attention: William J. Kelty, III, Esq. 

(b) if to the Sellers, to 

Scottish Re Group Limited 
Crown House, Second Floor 
4 Par-la-Ville Road 
Hamilton, HM 08, Bermuda 
Fax: (441) 295-7576 

Attention: Paul Goldean, Esq. 

70 

Case 18-10160-LSS    Doc 451-1    Filed 08/17/18    Page 86 of 96



Case 18-10160-LSS    Claim 8-1    Filed 05/04/18    Desc Main Document      Page 86 of 95

with concurrent copies to: 

Dewey & LeBoeufLLP 
1301 Avenue of the Americas 
New York, NY 10019 
Fax: (212) 259-8000 

Attention: Stephen G. Rooney, Esq. 

(c) ifto the ING Companies, to 

Security Life of Denver Insurance Company 
Attention: President 
c/o ING North America Insurance Corporation 
5780 Powers Ferry Road NW 
Atlanta, GA 30327 

with concurrent copies to: 

ING North America Insurance Corporation 
5780 Powers Ferry Road NW 
Atlanta, GA 30327 
Attention: Corporate General Counsel 

and 

David A. Massey, Esq. 
Sutherland Asbill & Brennan LLP 
1275 Pennsylvania Ave., NW 
Washington, DC 20004-2415 

Section 11.3. Interpretation. When a reference is made in this Agreement to a Section, 
Exhibit, or Schedule, such reference shall be to a Section of, or an Exhibit or Schedule to, this 
Agreement unless otherwise indicated. The table of contents and headings contained in this 
Agreement are for reference purposes only and shall not affect in any way the meaning or 
interpretation of this Agreement. Whenever the words "include" "includes" or "including" are 
used in this Agreement, they shall be deemed to be followed by the words "without limitation." 
Whenever this Agreement refers to a date when a payment is "due to be paid" with respect to a 
payment that is required to be paid on or after a date, but prior to a later date, it shall mean the 
earliest of such dates. Whenever the singular is used herein, the same shall include the plural, 
and whenever the plural is used herein, the same shall include the singular, where appropriate. 

Section 11.4. Entire Agreement; No Third Party Beneficiaries. This Agreement 
(including the Sellers Disclosure Letter, the Buyers Disclosure Letter the ING Companies 
Disclosure Letter and all Exhibits hereto), together with the other Transaction Documents and 
the Confidentiality Agreement, supersedes all prior agreements and understandings among the 
parties with respect to such subject matter, including the non-binding Final Term Sheet entered 
into by and among the Parent, Hannover Ruckversicherungs AG and the ING Companies on 
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December 18, 2008. To the extent the provisions of any Transaction Document other than this 
Agreement are inconsistent with this Agreement, the provisions of such Transaction Document 
shall supersede the inconsistent provisions of this Agreement with respect to the parties to such 
Transaction Document. Except for the provisions of Article X (which shall be for the benefit of 
the Buyer Indemnitees and the Seller Indemnitees ), this Agreement is not intended to confer 
upon any Person other than the parties hereto any rights or remedies hereunder. 

Section 11.5. Governing Law. This Agreement shall be governed by, and construed in 
accordance with, the Laws of the State of New York, without giving effect to its principles or 
rules of conflict of laws to the extent such principles or rules are not mandatorily applicable by 
statute and would require or permit the application of the laws of another jurisdiction, in each 
case without giving effect to its principles or rules of conflict of laws to the extent such 
principles or rules are not mandatorily applicable by statute and would require or permit the 
application of the laws of another jurisdiction. 

Section 11.6. Assignment. Neither this Agreement nor any of the rights, interests or 
obligations under this Agreement shall be assigned, in whole or in part, by operation of law or 
otherwise by any of the parties without the prior written consent of the other parties, and any 
such assignment that is not consented to shall 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 and assigns. Notwithstanding anything to the contrary in 
this Section 11.6, the Buyers may assign, without the prior written consent of any other parties 
hereto, all or any portion of its respective rights, benefits or obligations hereunder to an Affiliate, 
provided, that no such assignment shall relieve the Buyers of obligations under this Agreement 
that have not been performed timely by any such Affiliate assignee. 

Section 11. 7. Amendments. This Agreement may be amended, superseded, canceled, 
renewed or extended, and the terms hereof may be waived, only by a written instrument signed 
by each of the parties hereto or, in the case of a waiver, by the party waiving compliance. 

Section 11.8. Enforcement. 

(a) The parties agree that irreparable damage would occur in the event that 
any of the provisions of this Agreement were not performed in accordance with their specific 
terms or were otherwise breached. It is accordingly agreed that the parties shall be entitled to, in 
addition to any other remedies at law or otherwise, specific performance of this Agreement or an 
injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the 
terms and provisions of this Agreement in any court of the United States or any state court which 
in either case is located in the City of New York (any such federal or state court, a "New York 
Court"), in addition to any other remedy to which they are entitled at law or in equity. In 
addition, each of the parties hereto ( a) consents to submit itself to the personal jurisdiction of any 
New York Court in the event any dispute arises out of this Agreement or any of the transactions 
contemplated by this Agreement and (b) agrees that it will not attempt to deny or defeat such 
personal jurisdiction or venue by motion or other request for leave from any such New York 
Court. 
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(b) Each Seller agrees that service of all writs, process and summonses in any 
suit, action or proceeding brought in connection with this Agreement against such Seller in any 
New York Court may be made upon CT Corporation System, at 111 Eighth Avenue, New York, 
NY 10011, whom such Seller irrevocably appoints as its authorized agent for service of process. 
Each Seller represents and warrants that CT Corporation System has agreed to act as its agent for 
service of process. Each Seller agrees that such appointment shall be irrevocable until the 
irrevocable appointment by such Seller of a successor in the City of New York as its authorized 
agent for such purpose and the acceptance of such appointment by such successor. Each Seller 
further agrees to take any and all action, including the filing of any and all documents and 
instruments that may be necessary to continue such appointment in full force and effect as 
aforesaid. If CT Corporation System shall cease to act as the agent for service of process for a 
Seller, such Seller shall appoint without delay, another such agent and provide prompt written 
notice to the Buyers of such appointment. 

( c) Each Buyer agrees that service of all writs, process and summonses in any 
suit, action or proceeding brought in connection with this Agreement against such Buyer in any 
New York Court may be made upon Kevin J. Walsh at Locke Lord Bissell & Liddell LLP, 885 
Third Avenue, 26th Floor, New York, New York 10022, whom such Buyer irrevocably appoints 
as its authorized agent for service of process. Each Buyer represents and warrants that Kevin J. 
Walsh has agreed to act as its agent for service of process. Each of the Buyers agrees that such 
appointment shall be irrevocable until the irrevocable appointment by such Buyer of a successor 
in the City of New York as its authorized agent for such purpose and the acceptance of such 
appointment by such successor. Each Buyer further agrees to take any and all action, including 
the filing of any and all documents and instruments that may be necessary to continue such 
appointment in full force and effect as aforesaid. If Kevin J. Walsh shall cease to act as the agent 
for service of process for a Buyer, such Buyer shall appoint without delay, another such agent 
and provide prompt written notice to the Sellers of such appointment. 

(d) Each ING Company agrees that service of all writs, process and 
summonses in any suit, action or proceeding brought in connection with this Agreement against 
such ING Company in any New York Court may be made upon CT Corporation System, at 111 
Eighth Avenue, New York, NY 10011, whom such ING Company irrevocably appoints as its 
authorized agent for service of process. Each ING Company represents and warrants that CT 
Corporation System has agreed to act as its agent for service of process. Each ING Company 
agrees that such appointment shall be irrevocable until the irrevocable appointment by such ING 
Company of a successor in the City of New York as its authorized agent for such purpose and the 
acceptance of such appointment by such successor. Each ING Company further agrees to take 
any and all action, including the filing of any and all documents and instruments that may be 
necessary to continue such appointment in full force and effect as aforesaid. If CT Corporation 
System shall cease to act as the agent for service of process for an ING Company, such ING 
Company shall appoint without delay, another such agent and provide prompt written notice to 
the Sellers of such appointment. 

Section 11.9. Severability. 

(a) Whenever possible, each provision or portion of any provision of this 
Agreement will be interpreted in such manner as to be effective and valid under applicable Law, 
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but if any provision or portion of any provision of this Agreement is held to be invalid, illegal or 
unenforceable in any respect under any applicable Law in any jurisdiction, such invalidity, 
illegality or unenforceability will not affect any other provision or portion of any provision in 
such jurisdiction, and this Agreement will be reformed, construed and enforced in such 
jurisdiction as if such invalid, illegal or unenforceable provision or portion of any provision had 
never been contained herein. 

(b) No delay on the part of any party in exercising any right, power or 
privilege hereunder shall operate as a waiver thereof, nor shall any waiver on the part of any 
party of any right, power or privilege, nor any single or partial exercise of any such right, power 
or privilege, preclude any further exercise thereof or the exercise of any other such right, power 
or privilege. 

Section 11.10. Counterparts. This Agreement may be executed in one or more 
counterparts, all of which shall be considered one and the same agreement and shall become 
effective when one or more counterparts have been signed by each of the parties and delivered to 
the other parties. 

Section 11.11. Waiver of Jury Trial. Each of the parties hereby expressly waives any 
right to trial by jury in any dispute, whether sounding in contract, tort or otherwise, between or 
among any of the parties arising out of or related to the transactions contemplated by this 
Agreement, or any other instrument or document executed or delivered in connection herewith. 
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. 

Section 11.12. No Conflict. The Buyers and the Sellers agree that, notwithstanding any 
current or prior representation of any Seller by Dewey & LeBoeuf LLP ("D&L"), D&L shall be 
allowed to represent the Sellers or any of their Affiliates in any matters and disputes ( or any 
other matter), including in any matter or dispute adverse to the Buyers, any Seller that either is 
existing on the date hereof or that arises in the future and relates to this Agreement and the other 
Transaction Documents and the transactions contemplated hereby and thereby, and the Buyers 
and the Sellers hereby waive any claim they have or may have that D&L has a conflict of interest 
or is otherwise prohibited from engaging in such representation solely by reason ofD&L's prior 
representation of such Seller. 

Section 11.13. Bulk Sales. The Sellers and the Buyers agree to waive compliance with 
Article 6 of the Uniform Commercial Code as adopted in each of the jurisdictions in which any 
of the Acquired Assets are located to the extent that such Article is applicable to the transactions 
contemplated hereby. 
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IN WITNESS WHEREOF, the Parent, SHI, SRUS, SRLB, SRD and HLRUS and HLRI 
and SLD and SLDI have caused this Agreement to be signed by their respective officers 
thereunto duly authorized, all as of the date first written above. 

SCOTTISH RE GROUP LIMITED 

SCOTTISH HOLDINGS, INC. 

' 
By~+--,'9,-,:-~,-......,..c=:;~~~~-+-~~~~ 

N/m~ 

SCOTTISH RE (U.S.), INC. 

By~-
Name: (Jh,,,> ShetAc:l.~ 

SCOTTISH RE LIFE (BERMUDA) LIMITED 

SCOTTISH RE (DUBLIN) LIMITED 

Master Asset Purchase Agreement 

Case 18-10160-LSS    Doc 451-1    Filed 08/17/18    Page 91 of 96



Case 18-10160-LSS    Claim 8-1    Filed 05/04/18    Desc Main Document      Page 91 of 95

HANNOVER LIFE REASSURANCE COMPANY 
OF AMERICA 

HANNOVER LIFE REASSURANCE (IRELAND) 
LIMITED 

SECURITY LIFE OF DENVER INSURANCE 
COMPANY 

By~~~~~~~~~~~~~~~ 
Name: 
Title: 

SECURITY LIFE OF DENVER 
INTERNATIONAL LIMITED 

By~~~~~~~~~~~~~~~ 
Name: 
Title: 

Master Asset Purchase Agreement 
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HANNOVER LIFE REASSURANCE COMPANY 
OF AMERICA 

By~~~~~~~~~~~~~~~ 
Name: 
Title: 

By~~~~~~~~~~~~~~~ 
Name: 
Title: 

HANNOVER LIFE REASSURANCE (IRELAND) 
LIMITED 

By~~~~~~~~~~~~~~~ 
Name: 
Title: 

By~~~~~~~~~~~~~~~ 
Name: 
Title: 

SECURITY LIFE OF DENVER INSURANCE 
COMPANY 

By L--p/ 
Name: 
Title: 

SECURITY LIFE OF DENVER 
INTERNATIONAL LIMITED 

By~~~~~---~----,....-~---,.,-t:-~~~ 
Name: 
Title: 

Master Asset Purchase Agreement 
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Attachment "B" 

8 
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VOY/!\ 
Security Life of Denver Insurance Company 

5780 Powers Ferry Road Nw 

Atlanta GA 30327-4390 

From Security Life of Denver Insurance Company to Scottish Re (U.S.), Inc. 
Ballantyne Quota Share Fee 

Reporting Period: March 31, 2009 - March 31, 2033 

1. Reimbursement due for actual invoices paid by Security Life of Denver Insurance 
Company to Hannover Reassurance Company of America per Section 7.8(b) of the 2009 
Master Asset Purchase Agreement 

2009 Based on quota share at 12/31/08 

2010 Based on quota share at 12/31/09 

2011 Based on quota share at 12/31/10 

2012 Based on quota share at 12/31/11 

2013 Based on quota share at 12/31/12 

2014 Based on quota share at 12/31/13 

2015 Based on quota share at 12/31/14 

2016 Based on quota share at 12/31 / 15 

2017 Based on quota share at 12/31/16 

2018 Based on quota share at 12/31 / 17 

Total 

2. Reimbursement due for expected invoices payable by Security Life of Denver 
Insurance Company to Hannover Reassurance Company of America over the remaining 
life of the 2009 Master Asset Purchase Agreement 

2019 Based on quota share at 12/31/17 

2020 Based on quota share at 12/31/17 

2021 Based on quota share at 12/31/17 

2022 Based on quota share at 12/31/17 

2023 Based on quota share at 12/31/17 

2024 Based on quota share at 12/31/17 

2025 Based on quota share at 12/31/17 
2026 Based on quota share at 12/31/ l 7 

2027 Based on quota share at 12/31/17 

2028 Based on quota share at 12/31/17 

2029 Based on quota share at 12/31/17 

2030 Based on quota share at 12/31/17 

2031 Based on quota share at 12/31/17 

2032 Based on quota share at 12/31/17 

2033 Based on quota share at 12/31/17 

Total 

Total Amount Due from Scottish Re (U.S.), Inc. 

Section 7 .8(b) of the 2009 Master Asset Purchase Agreement - Hannover agrees to 
administer the Ballantyne business (formerly administered by SRUS), but SLD agrees to 
pay an administration fee of approximately $700,000 per year to Hannover. SRUS agrees to 
reimburse SLD for this fee. 

$ 

678,508.17 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

6,192,530.12 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

612,669.11 

9,190,036.58 

15,382,566.69 
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May 3, 2018 

Via Federal Express 
United States Bankruptcy Court 
District of Delaware 
Attn: Claims 
824 Market Street, 3rd Floor 
Wilmington, DE 19801 

Re: Scottish Holdings, Inc., case no. 18-10160 

Dear Sir or Madam: 

Eversheds Sutherland (US) LLP 
1001 Fannin, Suite 3700 
Houston, Texas 77002 

D: +1 713.470.6106 
F: +1 713.654.1301 

marksherrill@ 
eversheds-sutherland .com 

Enclosed please find the proof of claim (the "Claim") of Security Life of Denver Insurance 
Company, for filing in the above-referenced bankruptcy case (the "Bankruptcy Case"). At your 
earliest convenience upon receipt (and in any event, no later than May 7, 2018), would you 
please file the Claim in the Bankruptcy Case? 

If you have any questions or concerns, please do not hesitate to contact me at the phone 
number or email address above. Thank you in advance for your assistance. 

Very truly yours, 

111~~ 
Mark Sherrill 

Enclosures 

Eversheds Sutherland (US) LLP Is part of a global legal practice, operating through various separate and distinct legal entitles, under 
Eversheds Sutherland. For a full description of the structure and a list of offices, please visit www.eversheds-sutherland.com. 
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