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Executive Liability C H A RT I S

ELIMINATING A SECURITIES LITIGATION IMPEDIMENT TO A DIVESTITURE AND RE-ORGANIZATION

LITIGATION BUYOUT INSURANCE - Deal in Review

THE CHALLENGE

A service company was faced with a liquidity crisis and its restructuring was
contingent upon the divestiture of an operating subsidiary and the holding company,
leaving a new company (Newco) formed from the remaining subsidiaries and the
proceeds of the sale. The entire negotiation was at a standstill and the transaction
at risk of collapsing because of the acquirer’s uncertainty as to the ultimate liability
from a securities case pending against the holding company. Under the proposed
sale structure, the assets and liabilities of the holding company and subsidiary were
being transferred to the acquirer. The seller could not accommodate the price
discount the buyer wanted factored in for the uninsured securities litigation if it
wanted to retain sufficient proceeds for the sale to adequately capitalize Newco.

THE SOLUTION

Working closely with the General Counsel and CFO within a five day period,
Chartis’ Mergers & Acquisitions Insurance Group (the “M&A Group”) deployed staff
and securities litigation claims examiners from its claims department to interview
the defense lawyers, the buyer, and the buyer’s counsel. The seller and buyer
agreed to a purchase price adjustment equal to the premium amount associated
with the litigation buyout insurance which effectively transferred the litigation to
Chartis. The amount of insurance provided was equal to 50% of the plaintiff's initial
demand. The parties reached agreement and the M&A Group assumed
management of the case.

THE RESULT

The transaction closed and the seller’'s Newco is operational. The M&A Group
assumed the defense of the lawsuit with reassignment to a leading securities
defense counsel. The buyer was financially secure in its investment and the case
eventually settled within the insurance limits provided.

To learn more about transactional insurance products, please visit our website, www.chartisinsurance.com,
send us an e-mail at MAInsurance@chartisinsurance.com, or contact your insurance broker.

CHARTIS
Your world, insured

Chartis is a world leading property-casualty and general insurance organization serving more than 40 million clients in over 160 countries and jurisdictions. With a 90-year
history, one of the industry’s most extensive ranges of products and services, deep claims expertise and excellent financial strength, Chartis enables its commercial and
personal insurance clients alike to manage virtually any risk with confidence.

Chartis is the marketing name for the worldwide property-casualty and general insurance operations of Chartis Inc. For additional information, please visit our website at
www.chartisinsurance.com.

All products are written by insurance company subsidiaries or affiliates of Chartis Inc. Coverage may not be available in all jurisdictions and is subject to actual policy
language. Non-insurance products and services may be provided by independent third parties. Certain coverage may be provided by a surplus lines insurer. Surplus lines
insurers do not generally participate in state guaranty funds and insureds are therefore not protected by such funds.

Insurance cover is provided by [Chartis Europe S.A.] [Chartis Europe (Netherlands) N.V.]. Any product or insurance description in this document is for information
purposes only and should not be relied upon to justify coverage in any situation. The product may vary from country to country and may not always be available in each
European country. Scope and terms are subject to the terms & conditions of the policy which are available on request. Nothing in this document constitutes legal advice.
Please consult your legal adviser if you wish to receive advice on any of the matters herein.
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