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DECLARATION OF ROBERT H. NUNNALLY, JR.

I, Robert H. Nunnally, Jr., do hereby declare:

L. I am an attorney at law licensed to practice before the courts of the State of
California and Texas and am a partner in the law firm of Wisener Nunnally & Gold, LLP,
counsel for the California Insurance Commissioner, as Trustee of Mission Insurance Company
Trust, Mission National Insurance Company Trust, and Enterprise Insurance Company Trust.
have personal knowledge of the facts stated herein. I make this Declaration in support of the
Joint Motion which seeks approval of interest distributions and share distributions as to the
Mission National Insurance Company Trust (the “Joint Motion™.)

2. Attached hereto as Exhibit A is a true and correct copy of the Final Order of
Rehabilitation which was issued on April 25, 1990 by the Liquidation Court.

3. Attached hereto as Exhibit B is a true and correct copy of the Order granting the
Insurance Commissioner’s Motion to Approve Allocation of Danielson Shares issued on
September 24, 2004 by the Liquidation Court.

4. Attached hereto as Exhibit C is a true and correct copy of the Rehabilitation Plan
Implementation Agreement between John Garamendi, Insurance Commissioner of the State of
California, and Covanta Holding Corporation dated January 11, 2006.

5. Attached hereto as Exhibit D is a true and correct copy of the Amendment to
Agreement Regarding Closing between John Garamendi, Insurance Commissioner of the State of
California, and Covanta Holding Corporation dated January 11, 2006.

6. Attached hereto as Exhibit E is a true and correct copy of the Latent Deficiency
Claims Administration Procedures Agreement between John Garamendi, Insurance
Commissioner of the State of California, and Covanta Holding Corporation dated January 11,
2006.

7. Attached hereto as Exhibit F is a true and correct copy of the Order granting the
Insurance Commissioner’s Motion to Approve Rehabilitation Plan Implementation Agreement

issued on March 2, 2006 by the Liquidation Court.
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8. Attached hereto as Exhibit G is a true and correct copy of the Order granting
Valuation of Deficiency Claims Pursuant to Rehabilitation Plan Implementation Agreement
issued on April 28, 2006 by the Liquidation Court.

9. Attached hereto as Exhibit H is a true and correct copy of this Court’s July 25, 2008
valuation order.

10. I am advised that, in accordance with the Court order, a distribution was made of the
principal of the approved claims to the approved claimants of the Mission National Insurance

Company Trust, to the extent that such claimants maintained good addresses with the Insurance

Commissioner.

I declare under penalty of perjury under the laws of /&heGStagjg of California that the
JVGus
foregoing is true and correct. Executed this 2-?_, day of &me, 2008 in Garland, Texas.

Robert H. Nunnally, Jr.

LA 600602v.1
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KARL L. RUBINSTEIN

DANA CARLI BROOES

RUBINSTEIN & PERRY .

2600 Wilshire Boulevard

Los Angeles, California 90057
(213) 487-4769

Attorneys for Petitioner

INSURANCE COMMISSIONER OF THE
. STATE OF CALIFORNIA,

Petitioner,

Ve

MISSION INSURANCE COMPANY,
a California corporation,

Respondent.

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA,

- Applicant,

Ve

MISSION NATIONAL INSURANCE

Respondent.
.~ :

COMPANY, a California corporation,

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA, »

Applicant,
v.

- MISSION REINSURANCE CORPORATION,
a8 xiss_ourt Lorporation,

8

Respondent.
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Exhibit “A”

ORIGINAL FiLED
APR25 1990

SOUNTY CLrak |

SUPERIOR COURT OF THE STATE OF (:ALIFORNIA
FOR THE COUNTY OF LOS ANGELES

Case No. C 572724

FINAL ORDER OF
REHABILITATION

Case No. C 576324

Case No. € 576416
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INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA,

Applicant,

Ve

2 Missouri corporation,

Respondent.

HOLLAND-AMERICA INSURANCE COMPANY

¢

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA,

Applicant,

V.

ENTERPRISE INSURANCE COMPANY,
a California corporation,

Respondent. .

INSURANCE COMMISSIONER OF THE
STATE OFf CALIFORNIA,

Applicant,

Ve

MISSION AMERICAN INSURANCE
COMPANY, a California
corporation,

Respondent.

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA, :

Applicant,

Ve

COMPAC INSURANCE COMPANY,
& California corporation,

28 P yNe

Respondent.

8 8

777

Case No. C 576323

Case No. C $76325

Case No. C 634774

Case No. C 682377

49
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ROXANI GILLESPIE, INSURANCE Case No. C 683233

COMMISSIONER OF THE STATE OF
CALIFORNIA, IN HER CAPACITY AS
LIQUIDATOR OF MISSION INSURANCE

COMPANY,

Plaintiff,

v.

ABEILLE~-PAIX REASSURANCES,
et al.,

‘pefendants.

a

B O 9N 0 @ A N

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
ROXANI GILLESPIE, INSURANCE ) Case No. C 629709 °

10]| COMMISSIONER OF THE STATE OF ; )
)
111 ;
12 )
)
)
)
)
)
)
)
)
)
)
)

13

CALIFORNIA, IN HER CAPACITY ASs
LIQUIDATOR OF MISSION INSURANCE
COMPANY, MISSION NATIONAL

' INSURANCE COMPANY, ENTERPRISE
INSURANCE COMPANY, MISSION
REINSURANCE CORPORATION, HOLLANG-
AMERICA INSURANCE COMPANY,

14 Plaintiffs,

V.

161l ABEILLE-PAIX (L), et al.,

Defendants.

IT IS HEREBY FOUND AND ORDERED AS FOLLOWS:
1. Roxani Gillespie, Insurance Commissioner of the State of
California, in her capacitf as domiciliary Liquidator of Mission

Insurance Company, Mission National Insurance Company and

Enterprise Insurance Company, as ancillary liquidator of Holland-

Arerica Insurance Company and Mission Reinsurqnce Corporation,

and as conservator of Mission American Insurance Company and

Cowmpac Insurance Company (hereinafter “the Receiver®) has

complied with the provisions of that certain Order Of

3
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Establishment of Hearing Date and Notice

Rehabilitation,

Procedures entered in these proceedings (the *Preliminary Order«)
The

to which reference is hereby made for further detail.
provisions of the gaid Preliminary Order are hereby reaffirmeq
and continued except to the extent directly inconsistent with the

provisions of this Order. All terms used herein, unless

otherwvise stated, shall have the same meaning as they have in the

Agreement of Reorganization, Rehabilitation and Restructuring

.

(the “Rehabilitation Agreement*).

2. The Court finds that the Receiver has complied with the

notice provisions of paragraph 4 of the Preliminary Order and

that due, fair, sufficient and proper notice of the Heafing of

the Receiver‘s Motion for Instruc:ioas and Motion for Approval of

Agreement of Reorganization, Rehabilitation and Restructuring

(the “Receiver‘s Motion") was provided to all persons and:
entities entitled thereto.

3. Full and fair opportunity vﬁs afforded to all persons
and entities appearing either in person or by counsel and to all
other persons and entities inﬁetested in these proceedings to
present such comments, sugqestions,.a:quments and objections as
they might desire and to presoné such relevant evidence as they

nay desire with regard to the Receiver‘s Motion, to the

Preliminary Order, to the commencement or conduct of these

proceedings, to the Rehabilitation Agreement, the Partial

Settlement Agreement (as defined below) or to the transactions

contemplated and described therein.
4. The Rehabilitation Plans, the Partial Settlement

Agreement and the transactions contemplated therein are a

4
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reasonable exercise of the state‘s police power, through the
Receiver, and are not arbitrary, capricious or improperly

discriminatory.
S. The Court hag fully considered all commentse,

suggestions, arguments and objections that were presented at the

Hearing and all objections to the Rehabilitation Plans which were

sade or which could have been made at the Hearing and all such

' objections are hereby, in every respect and in all things,
The Receiver‘s Motion, the Rehabilitation Plans

A N Y Y N

overruled.

10 and the transactions contemplated in the

11

12 ‘approved..
] 6. The aeceiver is hereby authorized to proceed to close

14 the transactions set out in the Rehabilitation Agreement and,
15
16
17
18}l
19
20

described therein,
Rehabilitation Agreement described therein are hereby granted and

without further oxder of this Court, to perform all of the

obligations, terms, conditions, provisions thereof, and to take
all such actions and execute all such other and further
documents,.including but not limited to assignments, documents of
title and any other document of any kind or nature as may be
necessary or conveanient to close the said transactions and to
effectuate the purpose and intent of the Rehabilitation Plans.
This Court continues and reaffirms its assumption of

7.
exclusive and continuing jurisdiction over all of the Transferred

S B8N

Assets of Mission Insurance Company, Mission National Insurance

Cdmpany,.snterprise Insurance Company, Holland-America Insurance

Company and HMission Reinsurance Corporation (hereinafter,

27 'slssion Insurance Subsidiaries ) Mission

28

eollectively. the
Anerican Insurance COmpany and COnpac Insurance Company

s :

N

~
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“Mission American*) and hereby

(hereinafter, Collectively,

continues such assertion and assumption of jurisdiction to the

exclusion of all others and, further, ascerts and continues to

assume sole and exclusive Jurisdiction to adm n

Transferred Assets and to T inyalidity of

any and all claims to or affecting such assets. Further, without

limitation of this Court'’s jurisdiction as a matter of law, the

Court also retains jurisdiction with respect to the
the Partial Settlement Agreement and

D 9 N o o s o 0N e

Rehabilitation Agreement,
with respect to any and all transactions contemplated therein,

10
11
12
13
14
15
16
17
18
19
20
21

including, but not limited to the adjudication of any and all

disputes arising out of or in connection with the terms thereof

or the transactions contemplated therein.
8. The Trusts of Mission Insurance Company, Mission
National Insurance Company, Enterprise Insurance Company and the

Mission American Trust shall be administered by the Insurance
COmnissioner of the State of California and her successors in
office, gx gﬁ:inxg, as Trustee. The Trustee may appoint one or
more Deputy Trustees and Counsel for the Trusts. The Trusts of
Holland-America Insurance Company and Mission Reinsurance
Corporation shall be administered, in accordance with the
Agreement Between Liquidators dated July 1, 1988 and in
accordance with the terms of the Trusts, and the Missouri

Director of Insurance in hisg capacity as domiciliary Receiver

(the "Director*) shall be Trustee. All current work in progress

s 8

xegarding the Mission Insurance Companies and Mission American
27 and the benefits of ajll past work shall be transfetted to and

Preserved for the benefit of the Trusts.
6
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9. With respect to the Transferred Assets of the Mission

Insurance Companies and Mission American, this Court ‘specifically

finds that all rights, remedies or causes of action possessed by

the Receiver or the Director, whether currently existing or

arising in the future, are preserved and transferred to the
Trusts, including, but not limited to, the causes of action for
reinsurance recoverables and bad faith asserted in the Abkeille-
Paix Litigation and the claims asserted in the Collection
Litigation, and that such rights, remedies and causes of aétion

10 and all other claims shall continue without any change in form or

11
12
13
14
15
16
17
18
19
20

substance as before this Court's approval of the Rehabilitation

Agreement.
10. Actual notice was provided to the guaranty association,

-guaranty fund or other similar entity of each state of the
Hearing,.the Receiver‘s Motion, the Rehabilitation Agreemgnt and
the Rehabilitation Plans contained therein. Al; obligations,
liabilities and other rights anq duties of those guaranty-
associations, guaranty funds or similar entities of the several
United States to the policyholders and claimants of the Mission
Insurance Companies shall continue unabated in conjunction with
this Court‘s approval of the Rehabilitation Agreement and the
Rehabilitation Plans contained therein and there shall be no

change, abrogation, alteration or other modification of the

I

obligations and rights of these guaranty associations as a result

of this Court‘s order or the transactions contemplated in the

3 &

Rehabilitation Agreement or the Rehabilitation Plans.
27 ‘

11. All persons and entities are hereby enjoined from

7
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any kind or nature, including, but not limited to matters in

arbitration, against the Trusts of the Mission Insurance

Subsidiaries, or the Mission; American Trust, the Receiver, the
Director, the Trustees,

-any of their agents, employees,

their beputy Trustee(s), their Counsel or
consultants or anyone acting

attaching or executing upon or

under their direction, and from
taking any legal proceedings against any of the Transferred

Asgsets of the Hissioxi Insurance Subsidiaries or Mission American

and from doing any act interf.eting with the conduct of the

business of the Trusts by the Trustees or with the dominion and

control of the Trustees over these 'rx:ansferted Assets and fronm:

interfeting with any provision of this Order or the

Rehabilitation Agreement or the transactions contemplated in
connection therewith, except after an order of this Court,

obtained after reasonable notice to the Trustees.

12. At such time as the Commissioner notifies this Court

that all conditions precedent to closing the contemplated

transactions have occurred, and that she has been satisfied as to

2ll related tax issues, then: (a) Mission Insurance Company,
Mission National Insurance Company, Enterprise Insurance Company,

H'olland-.\nerica Inautance Company and Mission Reinsurance

Corporation shall be released, discharged, and disnissed from the -
]
x

current liquidation proceedings pending before this Court free of
3ny claims and liabilities of any kind whatsoever and such
liquidation proceedings then will be terminated as to these
These proceedings shall continue as to the Trust

Coapanies.
estates of these Companies which trust estates shall function as
;1qu1datia'g insurance entities subject to the Commissioner's

5§
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povers under the Insurance Code; (b} Mission American Insurance

Company and Compac Insurance Company shall be released,
discharged, and dismissed from the current conservatorship

proceedings pending befqre this Court free of any claims and

liabilities of any kind vhatsoever and guch conservatorship

proceedings then

will be terminated as to these companies, Thesge

proceedings shall continue a& to the Trust estates of thesge

companies which trust estates shall function as liquidating
insurance entities subject to the Commissioner‘s povers under the

Insurgnce Code; and (c¢) the names of the Mission Insurance

Subsidiaries and Mission American shall be changed as follows:

(1) the name of Mission Insurance Company shall be changed to

Danielson Insurance Company, (ii) the name of Mission National

Insurance Company shall be changed to Danielson National

Insurance Company; (iii) the name of Bnterprise'lnsurance Company

‘shall be changed to Danielson-Heffernan Insurance Company; (iv)

the name of Holland-America Insurance Company hall be changed to

Danielson-Rhein Insurance Company; (v) the name of Nission
Reinsurance Corporation shall be changed to Danielson Reinsurance

Corporation; (vi) the name of Mission American Insurance Company

shall be changed to Danielson American Insurance Company; and

(vii) the name of Comﬁac Ingurance Company shall be changed to

Danielson-Whitman Insurance Company.
13. The Partial Settlement Agreement dated as of December

13, 1989 between, among others, the Receiver, Director and the

Settling Cross-Defendints (the *Partial Settlement Agreement") is

apptoved and, in such connection, at such time as the Receiver

notifies this Court that all conditions precedent to closing the
9
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contemplated transactions have occurred, and that she has been

satisfied as to the tax issues, then the claims to be released by

‘the Receiver and the Director in Paragraph 3 thereof will be
and the Receiver‘s indemnity claims ag

dismissed with prejudice
provided in Paragraph 4 thereof will bhe dismicsed without

prejudice.

DATED: APR 25 1990 - '
, Hon. Kurt J. Lewin
Judge of the Superior Court

e
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ROBERT H. NUNNALLY, JR.
State Bar Number 134151
WISENER*NUNNALLY*GOLD, LLP
625 West Centegyille Road, Suite 110
Garland, Texas¥#5041

(972) 840-9080

FAX: 972 840 6575

| Attorneys for Insurance Coromissioner

JOHN GARAMENDI, Insurance
Commissioner of the State of California,

Applicant,

¥S.

. MISSION INSURANCE COMPANY, a
California corporation,

Respondent.

Consolidated with Case Numbers

C 576 324; C 576 416;
C 576 323; C 5§76 325; C 629709

—

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF LOS ANGELES
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Case No. C 572 724

[BR@PSSED] ORDER WHICH GRANTS
THE INSURANCE COMMISSIONER’S »
MOTION TO APPROVE ALLOCATION

OF DANIELSON SHARES

Date: September 24, 2004
Time: 8:30 a.m.

Department: 50
Filed: October 31, 1985

1

SHARES ALLOCATION ORDER
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On the 24™ day of Scptember, 2004, this Court heard the Insurance Commissioner’s Motion
to Approve Allocation of Danielson Shares. The Court noted that no opposition was filed. The Couri
finds the Motion should be GRANTED.

The Court authorizes and approves the allocation of shares as follows:

Mission Insurance Company Trust: 1,172,8 74
Mission National Insurance Company Trust: 399,751
Enterprise Insurance Company Trust: 75,863
Holland America Insurancé Company Trust: 150,134

Mission Reinsurance Corporation Trust: 4613,
‘The Court anthorizes the Insurance Commissioner to take steps to allocate the shares in

accordance with this allocation, and to follow this pro rata method of allocation as to any further
shares to be distributed. The Court also authorizes the method of distribution of shares to the
individual deficiency claimants, as determined by the Insurance Cowmmissioner in the claims process.

 As to Entexpnse Insurance Company Trust, share distribution may be made to the approved

claimants based on the percentages as of the April 2004 interim distribution.
So ordered

Signed thisQN day of September, 2004

J. STEPHEN CZULEGER

Judge of the Superior Court

2

SHARES ALLOCATION ORDER
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Rehabilitation Plan Implementation Agreement

This agreement is entered into as of the date set forth below between John

Gaxamendi, Insurance Commissioner of the State of California, in his capacity as

. Trustee of the Mission Insurance Company Trust, the Mission Natlonal Insurance

Company Trust and the Enterprise Insurance Company Trust, on the one hand, and

Covanta Holding Corpoiation, formerly known as Danielson Holding Corporation.

. and as Mission Insurance Group, Inc. on the other hand.

- Deﬁnitions

1. “Allocated Shares” shall have the meaning ascribed to such term in

. Paragraph 2‘5 below.

2. “Agreement” shall mean this Rehabilitation Plan Implementation

. "Agreement,' including the Exhibits attached hereto.

3. “Amendment Agreement” shall mean the Amendment to Agreement

| Regarding Closing, attached hereto as Exhibit A and incorporated by reference.into

this document and made a part hereof.,
4. “Closing Agreement" shall mean the Agreement Regarding Closing

dated as of August 9, 1990, by and among the Insurance Commissioner as

- conservator of Mission American Insurance Company and Compac Insurance

Company; as liquidator of Mission insurance Company, Enterprise Insurance

Company and Mission National Insurance Company; and as ancxllary liquidator of

Rehabilitation Plan Implementation Agreement 1
NGEDOCS: 0!6959.0001 1210535.14 )

Exhibit “A”



' Holland-America Insurance Company and Mission Reinsurance Corporation, aﬂd
the Director of the Division of Insurance of the State of Missouri
5. “Covanta” shall mean Covanta Holding Corporation.
- 6. “Danielson” shall mean Danielson Holding Corporation.
7. - “EICT” shall mean Entexpﬁse Insurancc Company Trust.
| 8. ‘fEﬁcéhange Act” shall have the:meaning ascribed to such term in

- Paragraph 42 below.

9. “Implementation Payment” shall have the mégning ascribed to such
term in Paragraph 27 below. |
| 10.‘ “Insurance Commissioner” shall mean John Garamendi, Insurance
B Commissioner of the State of California, or his predecessor(s) and successox(s) in
" office, as the case may be
| 1 l; “Latent‘Allocated Shares” shall have the meaning ascribed to such term
' in Paragraph 31 below. |
12 -“Latent ADeﬁciency Claims” shall have tile meaning ascribed to such

‘term in Paragraph 29 and specifically identified in Paragraph 30 below.

13, “Latent Deficiency Claitms Administration Procedes Agrecment” shall
) 'm_ean that certain agreement by and among the Insurance Cbmmissioper, in his
-ca;;acity as Trustee of MICT, MNICT, and EICT, on the one hand, and Covanta on

Rehabilitation Plan Implementation Agreement 2
NGEDOCS:016959.0001:1210535.14



the other hand, attached hereto as Exhibit B and incorporated by reference into this

document and made a part hereof.

_ 14. “Liquidation Court” shall have the meaning ascribed to such term in

Paragraph 22 below.

15. “MICT” shall mean Mission Insurance Company Trust.
16. “MNICT” shall mean Mission Nati_onal Insurance Company Trust.
17. “RRR Agreement” shall mean the Agreement of Reorganization,

Rehabilitation, and Restructuring entered into by the Insurance Commissioner as

. conservator of Mission American Insurance Company and Compac Insurance

Company; as liquidator of Mission Insurance Company, Enterprise Insurance

'Company, and Mission National Insurance Company; and as ancillary liquidator of
' Holland-America Insurance Company and Mission Reinsurance Corporation with -
* the Missouri Insuraxiee Director, as Receiver of Holland-America Insurance

. Company and Mission llleinsurance Corporation, and with the Mission Insurance

Group, Inc.
- 18. “Rehabllltatlon Agreement” shall mean collectively, the RRR

Agreement, the Closmg Agreement and the trust agreements for each of MICT,

. MNICT and EICT.

19. ‘T rustee shall mean the Insurance Commissioner, in his'cap_acity as

Trustee.

" Rehabilitation Plan Implementation Agreement 3
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Initial Recitals

-20. Mission Insurance Company, Mission National Insurance Company,

and Ente;ﬁﬁse Insurance Company are or were California-domiciled property and

casualty insurance companies.

21. On October 31, 1985, on the application of the Insurance

| Commissionef, the Superior Court for the County of Los Angeles issued an order
-which placed Mission Insurance Company, Mission National Insurance Company

and Enfexprise Insurance Company into conservation proceedings, in case number

- C572724.

22. On February 24, 1987, the Superior Court for the County of Los
Angeles, (the “Liquidation Coﬁxt”) entered those orders which placed Mission

Insurance Company, Mission National Insurance Company and Enterprise

' Insurance Company in liquidation proceedings in the case captioned Insurance

Commissioner of the_ State of California v. Mission Insurance Company, et al.,

- case number C 572 724.

. 23. Asof December 13, 1989, the Insurance Commissioner, as Liquidator
of Mission Insurance Company, Mission National Insurance Company, Enterprise

Insurance Company, and as Conservator of Mission American Insurance Company

..and Compac Insurance Company, entered into the RRR Agreement with Missouri -

Reliabilitation Plan Implementation Agreement 4
NGEDOCS: 016959.0001:1210535.14 ~



Insﬁ_ranoe Director as Receiver of Holland-America Insurance Company and
Mis§i0n Reinsurance Corporation, and with Mission Insurance Group, Inc.

24. On April 25, 1990, the Finai Order of Rehabilitaﬁon was issued by the .
Liquidation Court which had the effect, inter alia, of entering a iehebilitation order
asto hriiesion Insurance Company, Mission National Insurance Company and
Enterprise Insurance Company and, upon cloeing ef the transactions described in
the RRR Agreement, resulted in the creation of MICT, MNICT and EICT,
pursuant to the agreement of MICT, the egfeemept of MNICT and the agreement
of EICT. |

 35. Pursuant to the Rehabilitation Agreement, as of August 15, 1990, an
, aggregate of 1,648,488 shares of Covanta common' stock were issued to the

Insurance Commissioner to be held for and on behalf of holders of Deficiency

- Claims (as defined in the RRR Agreement) (the “Allocated Shares”), which-

- Allocated Shares have been allocated to MICT (1,172,874 shares), MNICT
(399,751 shares) and EICT (75,863 shares). '

26. The parties to-this Agreement now seek to enter into a further agreement

 to implement the RRR agreement.
Implementation Payg::ent

27, Upon satisfaction of the conditions precedent set forth in Paragraph
54(i) through (vii) below of this Agreement and in consideration of the settlement

Rehabilitation Plan Implementation Agreement 5
NGEDOCS: 016959.0001:1210535.14



of disputes regarding the interpretation of the Rehabilitation Agreement, Covanta

_agrees t.omake the following cash contributions to MICT, MNICT and EICT

(colléétively, the “Implementation Payment”) within ten days following
satisfaction of such conditions precedents set forth in Paragraphs 53 and 54 of this
Agreement, in order to facilitate the effectuation of the terms of the Rehabilitation

Agmcnient and the winding up of such trusts:
a. MICT: six million five hundred four thousand, two hundred seventy

seven dollars (§6,504,277).
b. MNICT: two million two hundned sixteen thousand, elght hundred

ﬁﬁy five dollars ($2,216 855)
c. EICT: four hundred twenty thousand seven hundred five dollars

'($420,7.05).

Disﬁ'ibution of Shares Pursuant to the Rehabil-itaﬁon A eement

28. Pursuant to the Rehabilitation Agreement, the Insurance Commissioner
now holds, as agent for and on béhalf of claimants against thé Mission National
Insurance Company and Mission Insurance Company, the Allocated Shares to be
distributed as provided in Section 2.1 of the RRR Agreement to holders of
;‘Deﬁciency Claims,” as defined in Section 1.8 of the RRR Agreement.

29. In order to effectuate tﬁe terms of the RRR Agreement, the parties enter

into this Agreement to set forth a method of distributing the Allocated Shares to

Rehabilitation Plan Implementation Agreement 6
NGEDQCS: 016959.0001:1210535.14



holders of Deficiency Claims. The parties recognize that numerous claimants filed
éroofs of claims which were approved by the Trustee. The parties reaffirm that the
unpaid portion of such claims shall be treated as Deﬁc_ienpy Claims. This
Agreement _recognizes, h-ovs"ever, that additional Deficiency Claims (as deﬁned in
the RRR Agreement) are held by additional claimants, which additional claims

" shall be referred to as “Latent Deﬁciency Claims,” as specifically identified in |
Paragraph 30 below. Although holders of Latent Deficiency Claims cannot qualify
| for bash distributions pursuant to California Insurance Code Sections 1011 e{ Seq.,
this Agreement confirms and recognizes that such Latént Deficiency Claims do
qualify to s_hare in distributions of the Allocated Shares pursuant to the RRR
| Agreement. |

30. In order to qualify for tredtment as Latent Deficiency Claims, a

claimant’s claim must be a claim that is a Deficiency Claim, as defined in Section
| 1.8 of the RRR Agreement, pursuant to applicable law, that would qualify the
'_claimant.as a creditor pursuant to California Insurance Code Sections 1021 t0 1024
a;:ld .1 032, except that one or more of the following factors applies:
a. the claimant(s) did not meet the August 18, 1995 deadline for filing

amendments to proofs of claims, pursuant to the amended final liquidation

dividend plan;

" Rehabilitation Plan Implementation Agreement 7
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b. the claimant(s)’ claims were otherwise valid policyholder priority
claims within the meaning of Section 1033 of the California Insurance Code, but
did not become liquidated (in whole or in part) and certain within the meaning of
California Insumnce Code Section 1025 by the court-ordered deadline of
December 31, 2003 (for purposes of clarity and the definition of Latent Deficiency
Claims, but noi for the purpose of any revaluation of proofs of claims for the

purposes of distributions under Section 1033 of the Califoniia Insurance Code, z_lnd

without limiting the geﬁeralify of the foregoing, this category includes‘claims of

claimants under direct insurance contracts issued by Mission Insurance Company,

~ Mission National Insurance Company and Enterprise Insurance Company that

were settled for less _than the stated amount of such claims); or

c. the claimant(s)’ claims were otherwise valid non-policyholder
pﬁority claims within the meaning of Section 1033 of the Cali_fornia Insurance

Code, but did not become liquidated (in whole or in part) and certain within the

"+ meaning of California Insurance Code Section 1025 by the court-ordered deadline

of August 2, 2004 (for purposes of clarity and the definition of Latent Deficiency
Claims, but not for the purbose of any revaluation of proofs of claims for the

purpose of distributions under Section 1033 of the California Insurance Code, and |

-without limiting the generality of the foregoing, this category includes claims of

claimants under reinsurance contracts issued by Mission Insurance Company,

Rehabilitation Plan Implementation Agreement 8
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the Liquidation Court establishing the amount of the Latent Deficiency Claims and

" a determinatibxi by Covanta of all holders of Latent Deficiency Claims, Covanta

shall review the preliminary allocations of Latent Allocated Shares and advise the
Trustee of Covanta’s final determination of the number.of Latent Allocated Shares
to be disuibufed to holders of Latent Deficiency Claims and shall coordinate with
the Trustes to effect such dlstnbutlons

e. Consistent with the proportionality requlrements of former section

108(e)(8)(B) of the Intemal Revenue Code, following the issuance of the order of

' the Liquidation Cbm’c establishing the amounf of the Latent Deficiency Claims, the -

Trustee may distribute to holders of Deficiency Claims that portion of the
Al.located. Shares that have not been desig_nateci as Latent Allocated Shares;
pr"ovided, however, that the parties will meet and confer, as necessary, to ensure
and agree that any proposed disﬁibution corﬁplies with the tax proportionality
requirements of former Section 108(e)(8)(B) of tﬁe Internal Revenue Code.

32. Covanta shall be responsible, at its own expense, to administer the

" Latent Deﬁciency Claims administration procedures, as set forth below.

Latent Deﬂclency Claims Admimstratlon

33 Covanta shall administer the rwponsibllmes regarding the

- fidentlﬁcatlon, processing and evaluation of the Latent Deficiency Claims, as sef -

forth herein. Covanta will reimburse the Insurance Commissioner’s Conservation
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 and Liquidation Office staff in assisting Covanta in performing its duties and

providing assistance under this Agreement, subject to an aggregate limitation of

$200,000; provided, however, that such limitation shall not apply to and Covanta

- shall reimburse the Insurance Commissioner’s Conservation and Liquidation

Office for (i) the actual costs charged by the storage facilities for the retrieval of
information requested by Covanta and (ii) the cosfs and expenses for actuarial, |
accounting and attorneys fees mcurred by the Insurance Commissioner, including
the costs arid fees of the Insurance CommissiOnér’s Conservation and Liquidation
Office staff and attohieys, which amount is estimated to be épproximatdy |
$1 75,000, in connection with the negotiation of this Agreement.

34. Covanta shall bear the sole responsibility for ensilﬁng that Latent

| Deficiency Claims are identified and evaluated under this Agreement and the RRR

. Agreement.  The Trustee and the Insurance Commissioner’s Conservation and

Liquidation Office staff shall have no liability arising from a failure of Covanta to

'identify and evaluate Latent Deficiency Claims.

35. The Insurance Coinmissioner’s Counservation and Liquidation Office

staff shall provide Covanta with a complete listing of substantially all proofs of

 claims which were timely filed in compliance with the September 12, 1987 claims

filing requirements from the records of EICT, MICT and MNICT.
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36. The parties shall request a court order which provides, to the extent
permissible at law, that Covanta shall be immune from suit or liability to any
individual claimant in its performance of its duties. Covanta shall continue to owé
sucﬁ duties to the Trustee, including, without limitation, a duty of good faith and
_fair'dealing, and the Trustee shall have the right to ¢nforoe Covanta’s duties on

behalf of the claimants.
37. Covanta may utilize third party administrators or similar third party

. claims services to assist Covanta with its discharge of its obligations hereunder.
Any such third party administrator or other claims processor shall be subjeét tothe
Trustee’s wntten approval, which shall not be unreasonably withheld, and shall be
utilized at Covanta’s sole expense and under Covanta’s control. Each such third
party company shall be insured by a liability insurance policy with a limit of no
Jess than one miltion dollars ($1,000,000) per occurrence in each policy year and
two million dollars ($2,000,000) per policy year in the aggregate. The Trustee
shall bo named as an additional insured in cach such policy. The Trustee may
waive this requirement in his sole discretion as to a particular third party claims .
' Processor. o
38. The Insurance Commission& retains the right to oversee the claims

-procedures adopted by Covanta to ensure that the implementation of these

procedures is consistent with this Agreement.
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39. Covanta éhall have the duty to advise the Trustee of the identity and
amount of each claim of a claimant with a Latent Deficiency Claim. Thq Trustee
shall havé the right to 'review all claims files, correspondence, arbitration materials,
and other documents submitted by claimants or otherv.vise pertinent to the
evaluation of the .Lat'ent Deficiency Claims, excepting only the pﬁvﬂeged attorney-

client correspondence and attorney work product of Covanta. For purposes of this

- paragraph, claims files materials, and other claims evaluation materials or

documents submitted by claimants in seeking evaluation of Latent Deficiency

Claims shall be deemed not privileged from review by the Insurance

Commissioner.

40. Nothing in this Agrecment shall create a right of any claimant to share
in cash distributions from EICT, MNICT, or MICT. The claims procedure in this

Agieement shall be limited to the determination of “Latent Deficiency Claims” for

~ purposes of implementing the Rehabilitation Agree;ilent, and shall not be b.inding

~ foror determinative of any other issue.

41. Covanta shall utilize commercially reasonable best efforts to ensure that

the Latent Deficiency Claims administration procedures are completed on or prior

“to December 31, 2006. Representatives of Covanta and the Insurance

Commissioner’s Conservation and Liquidation Office shall confer nof less

frequently than on a quarterly basis to discuss the statjls of the administration of
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Latent Deficiency Claims and such other related matters in connection with the
performance of this Agléement. |
Further Assurances and Disclosure Covenants
42, .Covanta .a.cknowledg@s and agrees that: (a) this Agreement, upon

execution and satisfaction of the condiﬁons precedent set forth in Paragraphs 53

and 54 hereof, shall.be a “material definitive agreement not made in the ordinary

course of business” to Covanta as defined under Item 601(b)(10) under Regulation |

S-K, as promulgated by the U.S. Securities and Exchange Commission; (b)

Covanta is obligated to file all reports required to be filed by Section 13 or Section

15(d) of the Securities Exchange Act of 1934 (“Exchange Act”); (c) pursuant to.

- Rule 13a-11 of the Exchange Act, Covanta is required to file Current Reports on |

Form 8-K; (d) a material definitive agreement ié required to be disclosed under

Item 1.61 of a Current Report on Form 8-K within the time periods set forth

therein; and (e) pursuant to its obligations under, and in accordance with,

applicable federal securities laws, including Rule 13a-11, Covanta shall file a

Current Report on Form 8-K to disclose its entering into a material definitive

agreement.
43. As set forth in more detail in the Amendment Agreement attached

~ hereto as Exhibit A, Covanta agrees to make appropriate, accurate and timely

~ disclosure of this Agreement or its terms in its required filings with appli_cable
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rggulafory authorities, including the Securities and Exchange Commission and the
Internal Revenue S_ervice.

44. Covanta agrees to indemnify and hold harmless the Insurance
Cdmmissio_ner énd the Trustee from any (;laims, demands, losses, liabilities,
a&omeys* fees, costs, incidental damages, actual damages, or consequential
damages imposed upon the Trustee or the Insurance Commissioner an'_sipg ﬁ'om,. or .

relating to, Covanta’s performance or failure to perform under this Agreement.

The Insurance Commissioner and the Trustee may retain counsel of their choosing

y and Covanta shall reimburse the Trustee for the réasonable fees and expenses

incurred by the Trustee in acéorda.ncé herewith. If the Insurance Commissioner or

ihe Trustee selects the California Attorney General’s office as his counsel, then

Covanta shall reimburse the fees and costs associated with that office at the rate
that office charges or attributes to the Insurance Commissioner or the Trustee.

45. BY THIS PARAGRAPH BUT SUBJECT TO PARAGRAPHS 48 AND

" 49, THE TRUSTEE DISCLAIMS ANY AND ALL WARRANTIES AND
REPRESENTATIONS, INCLUDING, WITHOUT LIMITATION, THE

WARRANTIES THAT THIS AGREEMENT SHALL ACHIEVE THE
PURPOSES FOR WHICH COVANTA MAY INTEND IT, ANY WARRANTY

'OR REPRESENTATION AS TO THE FINANCIAL CONDITION OF THE

TRUSTS FOR WHICH THE TRUSTEE ACTS, AND ANY WARRANTY OR
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REPRESENTATION OF ANY REPRESENTATIVE OF THE TRUSTEE,
INCLUDING ITS COUNSEL. COVANTA ENTERS INTO THIS |
' TRANSACTION AT ITS OWN RISK AND EXPENSE, AFTER DOING ITS
OWN DUE DILIGENCE, WITHOUT ANY RIGHT TO RELY UPON ANY
REPRESENTATION OR WARRANTY NOT EXPRESSLY CONTAINED IN
g THIS AGREEMENT. The parties reaffirm and incorporate the provisions of the
RRR Agreement, including in particular Article 6.
. 46. COVANT A MAY NOT RECOVER ANY SPECIAL OR
N CONSEQUENTIAL DAMAGES FOR BREACH OF THIS AGREEMENT. TO
- THE GREATEST EXTENT PERMITTED BY LAW, COVANTA WAIVES AND
RELEASES THE INSURANCE COMMISSIONER AND THE TRUSTEE FROM
 ANY CLAIM THAT THEY HAVE MADE ANY REPRESENTATION, |
OMISSION O.R.WARRANTY TO INDUCE EXECUTION OF THIS
AGREEMENT. |
RELEASE AND REAFFIRMATION
_ 47. To the greatest extent permitted by law but subject to Paragraphs 48 and
49, Covanta releases and holds harmless the Insurance Commissioner, MICT,
MNICT, and EICT, their agents, employees, deputies, attorneys, and
representatives, from any and all claims, demands, indemnities, requirements,
~ liabilities of any kin_d or nature, except as limited in the following paragraph. This
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release includes a release of any claims in contract, in tort, in statufory violation, at
law, in equity, for indemnity, for damages, for consequential expenses, or

otherwise, including claims under the RRR Agreement ékprdssly covered by the

. terms of this Agreement. This release extends to claims known and unknown, to

contingent claims, to liquidated claims, to unliquidated claims, to claims not yet
perfected. or accrued, and to claims of any affiliate of Covanta of any kind or

nature.
48. Subject to Paragraph 49, the release set forth in this Agreement shall be

" limited in this single and isolated respect: While Covanta releases the Insurance
- Commissioner from all claims for breach of contract prior to the date of this

. Agreement, including claims for breach of the RRR Agreement, of any kind or

nature, both parties hereby reaffirm and effectuate the RRR Agreement, and

~ nothing in this release is to disavow or disaffirm future obligations to perform
under the RRR Agreement. For avoida‘nce.of doubt, the parties’ intention is that

* EICT, MNICT and MICT are fully released as to any claim, including a claim

under the RRR Agreement, other than claims for future breaches of the RRR

. Agreement;
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49. The parties recite, acknowledge and waive the benefit of California

Civil Code Section 1542, which provides:
“A general release does not extend to claims which the

Covanta’s initials creditor does not know or suspect to exist in his or her
favor at the time of executing the release, which, if
known by him or her, must have materially affected his

The Trustee’s initials - or her settlement with the debtor”.

50. The parties recognize that Covanta’s release is intended to be as broad

. as possible except as to the performance of obligations or as otherwise provided in
this Agreement (including all Exhibits and other attachments hereto or agreements

+ entered into or delivered in connection with this Agreement).

Amendment Agg_ eement

51. The parties agree that the tax-related provisions of the Rehabilitation

Agreement shall be modified in the form set forth in the Amendment Agreement,

which is attached to this Agreement as Exhibit A.

Determination of Latent Deficiency Claims Amount

52. The parties shall jointly request a court order that provides, among
other things, a determination of the amount of the minimum ultimate aggregate
liability to holders of Latent Deﬁcieﬁcy Clalms Covanta shall engage an
independent accouﬁting or actuarial expert, reasonably acceptable to all parties, to

provide and submit to the Liquidation Court in support of such request, a
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declaration(s) of the amount of Latent Deficiency Claims.

Conditions Precedent

53. The obligations of the Insurance Commissioner to consummate @e
.transaeﬁons contemplated by this Agreement are subject to the satisfaction of the
following conditions, any or all of which may be waived in whole or in part only
- by a writing by the Insurance Commissioner: - . -

| (i) the Liquidation Court shall have approved this Agreement.

@ii) the Liquiciation Court shall have entered orders which, among those

orders, contain the following provisions: |

a. an order which closes the liquidation cases;

b. an order which provides that MICT, MNICT and EICT shall stay in
existenee through at least December 31, 2010, to complete the tasks remaining in
their wind-up, subject to earlier termination; o
‘C. an erder which authorizes enfry into this Agreement; and
d. an order which establishes the minimum amount of the Latent
Deficiency Claims to be covered under this Agreement, which amount shall be
consistent with the a_meunt‘ requested by the parties as described in Paragraph 52

_above;

(iii) The perties shall have executed the Amendment Agreement in

substantially the form attached hereto as Exhibit A;
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(iv) The paxtieé shall have executed the Latent Deficiency Claims

“ Administration Procedures Agreement in substantially the form attached hereto as

 Exhibit B;

(v)  The Insurance Commissioner shall have been satisfied, in his sole
discretion, with the results of his legal, accounting, actuarial, tax and other due
diligence investigations; _

- (vi) | Covanté shall have received all required approvals, including Without
iimitation, the approval of the Insurance Commissioner, as regulator;

(vii) The Insurance Commissioner shall have received, and be entitled to
rely upon, an opinion issued to Covanta by Covanta’s tax counsel reasonably
acceptable to the Insurance Cominissioner; and

(viii) -The Insurance Commissioner shall have received a secretary’s
.ce;'tiﬁcate evidencing th_e authority of Cc.iv.anta to enter into this Agreement.

_ ; 54. The obligations of Covanta to éonsummate the transactions

| bontemplated by this Agreement are subject to the satisfaction of the following
‘conditions, 'any or all of which may be waived in whole or in part only by a writing
by Covanta: | |

@ the Liquidation Court shall have approved this Agreement.

(ii) the Liquidatio’n Court shall have entered orders Which, among thosg

orders, contain the following provisions:
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a. an order'whiéh cloé&e the liquidation cases;

b. an order which provides that MICT, MNICT and EICT shall stay in
existence through at least/i)ecember 31,2010, to compiete the tasks remaining in
their wind-up, subject to earlier termination; .

¢. an order which authorizes entry into this Agreement by the

Insurance Commissioner;

" d. an order which establishes the minimum amount of thé Latent
Deficiency Claims to be coveréd under this Agreement, which amiount shall be
cbnsisteﬁt with the amount requested by the parties as described in Paragraph 52
above; and. | |
e. an order which conﬁims that Covanta shall héve no personal duty or
liability to the claimants for its v?ork as Latent Deficiency Ciaims administrator
under this Agreement; and .
| £ anorder enjoining all claimants against the EICT, MICT and

- MNICT from pursuing any claim or legal process of any kind against Covanta, its
_ officers, directors, employees, agents, j)ersohngl and attomeys,.as to ény claim
" amvmg from or related to this Agreement;
. (iii) The partim shall have executed the Amendment Agreement in.

substantially the form attached hereto as Exhibit A:
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(iv) The parties shall have executed the Latent Deficiency Claims

Administration Procedures Agreement in substantially the form attached hereto as

Exhibit B;
"(v) Covanta shall have been satisfied, in its sole discretion, with the

Tesults of its legal, accounting, actuarial, tax and other due diligence investigations;

and

(vi) Covanta shall have received all required approvals, including without

limitation th_e approval of the Insurance Commissioner, as regulator.

Document Access

55. The Trustee hereby grants to Covanta, its officers, employees, agents,

contractors, attorneys, experts, consultants and representatives access to the proof

- of claim files and claims files as to the potentiai Latent Deficiency Claims.

Covanta agrees that such materials shall be kept in the strictest confidence, and that

Covanta shall not, and shall cause its officers, employees, agents, contractors,

" attorneys, experts, consultants and representatives not to, disclose the materials in

those files, in whole or in part, to any third person or entity, or otherwise make any -

use of the files or any of their materials except as set forth in Paragraph 56 below,

without the express written permission of the Trustee.
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'56. The 'conﬁdenﬁality provisions set forth in Paragraph 55 above shall be
qualified in each, and only in each, of thé following ways:
a. documents publicly available shall hot be within the qonﬁdentiality
provisions of Paragraph 55;
b. documeﬂts may be used to correspond with claimants;
c. documents may be used in the evaluation of Latent Deﬁcieﬁgy
‘Claims and in any appeals frém such evaluations; and |

d. documents may be used by Covanta for the purposes of performing

its. obligations or responding to -actions under this Agreement, the Latent

Deficiency Claims Administration Procedures Agreement and Amendment

- - Agreement.

57. Covanta shall notify each person authorized by Covanta to work with

the.documents covered by the confidentiality provisions set forth in paragraph 55

of Covanta’s and their obligations 6f confidentiality and shall cause (a) its officers,

employecs, agents, attomeys and accountants to comply with these confidentiality

- provisions and (b) its contractors, experts, consultants and other third party

representatives to execute a confidentiality agreement in substantially the form
-attached heieto as Exhibit C.
58. The Trustee may set commercially reasonable terms of document

access, including the location of the access, whether Covanta will be provided with.
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the original documents or instead will be required to make copies. Upon the
request of Covanta, the Trustee shall provide reasonable assistance to Covanta in
accessing the information contained in such documents. Any actual expenses

incurred in connection with this access shall be bome exclusively by Covanta.

Covanta’s Annual Administrative Commitment

59. Covanta agrées to bear the costs 'to_ administer this Agreement and the

RRR Agrecment. All expenses of the Trustee’s staff in administering this '
Agreement shall qualify as “expenses” to be charged at the rate(s) customarily
charged at their then-current rate sheet and shall be applied against the
reimbursement éap set forth in Paragraph 33 hereof, Covanta shall pay any such |
| charges within thirty days of recelvmg an invoice, with reasonéble documentation,
to make such a payment. In no event shall the Trustee or the Insuralice ‘
- Commissioner Have any liability for the cost of administering Latent Deficiency
Claims.

' 60. Tn addition to the cost of administering this Agreement, Covanta shall
pay the pro rata cost of distfibution of the Latent Allocated Shares under the RRR

Agreement, using the same mechanism as that used by EICT, MICT and MNICT.
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Additional Covenants

61. If any regulatory approvals are required, including but not limited to,
the approval of the Insurance Commissioner as regulator, then Covanta shall be

résponsible for obtaining those approvals.

62. Nothing in this Agreement is intended to al.ter the liquidation priorities
set forth in California Insurance Code Section 1033. The Allocated Shares
(including the Latent Allocated Shares) are distributed solely throggh the
rehabilitation plan set forth in the RRR Agreement, and do not constitute any
variation from the RRR Agreement. Nothing in this Agreement or transactions
contemplated by this Agreement alters‘ Section 1025 of the California Insurance
Code, or any other requirements of the California Insurance Code.

63. Based upon the fact that the aggregate amount of Allocated Shares held

by the Insurance Commlssmner as agent for and on behalf of MICT, MNICT and

. the other former Mission Insurance Group, Inc. trusts is less than 5% of the issued

and outstanding shares of Covanta common stock and that such shares are no

longer subject to the escrow obligations of Article Fifth of Covanta’s certificate of

o incorporation, Covanta shall cause new stock certificates, representing the

Allocated Shares (including the Latent Allocated Shares), to be issued in the name .

of the Insurance Commissioner to be dclivéred to a third party escrow.agent

Rchabilitation Plan Enhancement Agreement - 25
NGEDOCS: 016959.0001:1210535.14 '



selected by the Insurance Commissioner for purposes of the distribution of such

shares in accordance with Paragraph 31 hereof.
Miscellaneous Provisions
64. The Trustee shall be entitled to issue any press release or releases

regarding this Agreement or setting forth the facts about this Agreement. Covanta

- will consult with the Trustee prior to issuing a press release specifically relating to

this Agreement; provided, however, that nothing herein shall restn'ct Covanta’s
ability to comply with its disclosure obligations under applicable laws, including
without limitation, the federal securities and tax laws, rules and regulations, or any

applicable listing agreement, manual, by-laws, rules or regulations of any national

securities exchange.

65. Covanta shall bear its own expenses of negotiation and effectuation of

. this Agreement, including all expenses of performance, including, without

limitation, all expenses for agents, brokers, attorneys, and its own personnel.

66. Upon notice from the Trustee that he no longer intends to maintain

. records or data that relate to the income tax of the trusts, Covanta, shall have the

-right, at its sole cost and expense, to take possession of and to maintain such

records.
67. The Trustecis a party to this Agreement and the other agreements |
contemplated in this Agreement, only in his representative capacity as Trustee and
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as agent for and on behalf of hoiders of Latent Deficiency Claims, a_nd not
individually. The State of California is not a party to this Agreement. Neither the
Trustee nor the Insurance Commissioner, nor their agents, employees, attorneys,

deputies or representatives, shall have personal liability in connection with this

-

transaction.

68. This Agreement, together with the Rehabilitation Agreement, the
Amendment Agreement, the Latent Deficiency Claims Administration Procedures
Agreement and any other agreements or documents entered into or issued in

connection with this Agreement, are intended to be an integrated and

‘comprehensive expression of the parties’ agreement. This Agreement shall be

- construed such that it implements and effectuates the terms set forth herein, and

such that it imposes upon the Trustee no duties other than those expressly set forth

in this Agreement or such other agreements entered into in connection wiﬁh this

Agreeﬁient. :
69. This Agreement is.governed by California léw, without regard to

.pﬁncipl&s of conflicts of law.

70. The headings and captions in this Agreement are set forth for
convenience only, and shall not be deemed a part of this Agreement.
71. The recitals herein are introductory only and are not binding

agreements.
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72. There are no representations, warranties, conditions or covenants not set
forth in this Agreement (including all Eihibits and attachments hereto or
certificates or other documents issued in writing by the Insurance Commissioner or
Trpstee in connection w1th this Agreement) and the Rehabilitation Agreement.

The Insurance Commissioner and the Trustee assume no addiﬁonal duties through
 entry of this Agreement which are not expressly set forth herein.

73. Any failure of a party to comply with any obligation, covenant,
agreement or condition herein may be waived in writing, but such waiver or failure
to insist upon a duty, obligation or condition shall not waive or estop the ri ghtof a
party to require performapce of a subsequent duty, conditio_ﬁ or obligation. Any- |
waiver of a term of this Agreement must be written and signed by a duly
authon'ze'd representative of the party on whose behalf the waiver is being made.

- 74. Each party shall execute and déliver to the other party such documents
as may reasonably be required to effectuate Ithis ddcum_ent, But nothing in this
Agreemen§ shall impose the duty on the Trustee or Covanta to entér into additional
| . agreements not set forth in this Agreement.

75. In the event that the conditions pWént set forth in Paragraphs 53 and
~ 54 above are not satisfied or Waived in writing, in all respects, on or before March

31, 2006, then this Agreement shall be deemed to be terminated and of no force or

effect.
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76. This Agreement may be executed in counterparts, §vhich,’ when
combined, shall constitute a single Agreement.

77. Any disputes arising from or relating to this Agreement shall be
submitted to the Liquidation Court for resolution; provided, however, that if the
Hquidétion of MICT, MNICT and EICT is closed, then the party initiating the
dispute shall petition to re-open the case. If the case is not open or re-opened, then

the Superior Court of Los Angeles County, California shall have jurisdicﬁon over

 any such dispute, and, to the extent permitted by law, such jurisdiction shall be

exclusive as to all matters other than enforcement of judgments.

78. The addresses for notice and for counsel are set forth below the

- signatures. Each party may change its address for notice by written notice.

~ Notices may be given by mail, by facsimile or by federal exi)ress; provided,

however, that if facsimile notice is given, then a letter shall also be sent by mail.

So agreed:

John Garamendi, Insurance Commissioner of the State of California, in his
capacity as Trustee of the MICT, the MNICT and the EICT -

Do b1,

David E. Wilson, Specml Deputy Insurance Commlssmner
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Additional notice to:

- Mohsen Sultan .
Conservation and Liquidation Office

425 Market Street, 23" Floor
San Francisco, CA 94105-2406

Jack Hom

State of California Insurance Department
45 Fremont Street, 19" Floor

‘San Francisco, CA 94105-2204

Robert H. Nunnally, Jr.
Wisener*Nunnally*Gold, LLP

625 W. Centerville Road, Suite 110
Garland, Texas 75041

Covanta/?dmg Corgoration : |
Z q‘k‘f

Title: Semor Vlce Pres1dent and Clnef Financial Oﬁicer -

| Wlth addxtlonal notice to:

'Timothy J. Simpson

Senior Vice President and General Counsel
Covanta Holding Corporation

40 Lane Road

Fairfield, NJ 07004

- David S. Stone
Neal, Gerber & Eisenberg LLP

" 2 North LaSalle Street

- Suite 2200
-Chicago, IL 60602
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C. Guerry Collins

Lord Bissell & Brook LLP
300 South Grand Avenue

8th Floor

Los Angeles, California 90071
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EXHIBIT “D”



FINAL: December 1, 2005

EXHIBIT A
AMENDMENT TO AGREEMENT REGARDING CLOSING

This agreement (“Agreement”) is entered into as of the date set forth below between John
Garamendi, Insurance Commissioner of the State of California ("Insurance Commissioner”), in
his capacity as Trustee of the Mission Insurance Company Trust (“MIC Trust”), the Mission
National Insurance Company Trust (“MNIC Trust”), and the Enterprise Insurance Company
Truét (“BIC Trust”) (the Insurance Commissioner as Trustee shall be referred to herein as the
“Trustee”), on the one hand, and Covanta Holding Corporation (“Covanta”), formerly known as

Danielson Holding Corporation (“Danielson™) and as Mission Insurance Group, Inc., on the

other hand (collectively the “Parties™).

Definitions

1. "Affiliated Group" shall mean the affiliated group of corporations of which

~ Covanta or its successor is the common parent in respect of any tax period, as defined in section

1504 of the Internal Revenue Code of 1986, as amended (the “Code™). -
2. “Consolidated Return(s)” shall mean the Income Tax returns, statements,

~ schedules, forms, and reports filed with the Internal Revenue Service by, or on behalf of or with

- respect to, the Affiliated Group.

3. “Effective Date” is defined in paragraph 9.
4, “Income Taxes” shall mean state, local, and U.S. federal income taxes, interest,

- and penalties thereon.

5. “IRS” shall mean the Internal Revenue Service.
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6. “Latent Deficiency Claims” sha_ll have the same meaning as described in

paragraphs 29 and 30 of the Rehabilitation Plan Implementation Agreement.
Recitals |

WHEREAS, on October 31, 1985, or'x the application of the Insurance Commissioner, the
Superior Court for the County of Los Angeles (“Liquidation Court”) issued an order that placed
Mission Insurance Company, Mission National Insurance Company, and Enterprise Insurance
Company into conservation proceedings in the case captioned, Insurance Commissioner of the
State of California v. Mission Insurance Company, et al., @e number C572 724. As of
December 13, 1989, the Insurance Commissionet, as Liquidator of Mission Insurance Company,
MissionA National Insurance Company, and Bntéxprise Insurance Company, and as Conservator
of Mission American Insurance Company and Compac Insurance Company, entered into that
agreement with the Missouri Insurance Director as receiver of Holland America Insurance
| Company and Mission Reinsurance Corporation, and with Mission Insurance Group, Inc.,
entitled the Agreement (;f Reorganization, Rehabilitation, and Restructuring (the “RRR
| Agreémént”). On April 25, 1990, the Final Qrder of Rehabilitation was issued by the Liquidation
. Court, which had the effect, inter alia, of entering a rehabilitation order as to Mission Insurance
Company, Mission Nationgl'lnsm‘anoe Company and En'terprise Insurance Company, and, upon
-closing of the transactions described in the RRR Agreement, resulted in the creation of the MIC
Trust, the MNIC Trust, and the EIC Trust (collectively the “Trusts™), pursuant to the agreement
_ of each of the Trusts. |
| WHEREAS, on August 9, 1990, the Parties entered into the Agreement Regarding

Closing ("Closing Agreement") to implement and amend the RRR Agreement, pursuant to which
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the Parﬁw agreed, inter alia, (1) that in the event the Affiliated Group is required to pay any
federal, state, or local income taxes for any reason on any income of the grantor deﬁyed from the
activities of the EIC Trust, the MIC Trust, or the MNIC Trust, the respective Trust shall be
obligated to remit such taxes to the Trust's Mve grantor ("Grantor™), such amounts to |
constitute an administrative cost of the Trust; (2) that in the event of any administrative
pfocedme or litigation with the IRS (or other taxing authority) concerning the federal, state, or
local income taxation of the Trust or of any Grantor or other "designated person” with rwpect to
Trust income, all reasonable costs, including attomeys' fees, with respect to such administrative
procedure or litigation, shall be paid by the trustee of the Trust from Principal or Income (as
defined in Section 2.7 of each Trust) of tﬁe Trust; and (3) that in the event that a determination is
made by the IRS or a court of appropriate jurisdiction that a Grantor is not the "grantor” of thg
respective Trust, the Trustee (on behalf of the Trust) and the Grantor shall file all returns, pay
taxes, and report all distributions from the Trust in accordance with that determination.

 WHEREAS, the Parties entered into the Rehabilitation Plan Implementation Agreement
(“Implemeritation Agroement”) on even date herewith. |

WHEREAS, Covanta or its successor corporation (“Parent”) is the common ﬁal'ent
coxpﬁration of the Afﬁﬁated Group. ‘

* WHEREAS, such Affiliated Group has filed a Consolidated Return in past years and will
be required to file a Consolidated Return in future years, and the Affiliated Group is required to |
report the income, gains, deductions, credits and losses (collectively the “Tax Items™)
 attributable to the activities of the Trusts in the Consolidated Return for the Affiliated Gmup s0

long as the Trusts are subject to the grantor trust rules of section 671 through 678 of the Code.
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WHEREAS, it is the Parties' expectation that the case of the Trusts pending before the
Liquidation Court (case C572 724) will close by December 31, 2005, but it is expected that the.
Trusts will continue in éxistenoe for Income Tax puxi)osw for some period of time thereafter,
subject to the oversight of the Trustee. During such time, Parent will provide administrative
services as provided in the Latent Deficiency Claims Administration Procedures Agreement with
respect to Latent Deficiency Claims, |

ms, pursuant to paragraph 51 of the Implementation Agreement, the Parties have
agreed to enter into this Agreement, which is attached as Bxhibit A to the Implementation

Agreement and which amends the Closing Agreement and the RRR Agreement in certain

NOW, THEREFORE, in consideration of the mutual covenantsvand promises contained

herein, the Parties, intending to be legally bound, hereto agree as follows:

(1)  Filing of Consolidated Return and Payment of Taxes. Except as specifically
provided herein, Parent shall have sole responsibility for and control over the preparation and
filing of all Consolidated Returns with respect to the Affliated Group. Parent shall timely and
accurately file sﬁch Consolidated Returns and pay to the IRS any amounts shown as due thereon.
So long as the Trusts are grantor trusts, Parent shall include all Tz;.x Items attn’but#ble to the
Trusts in the ﬁliﬁg of such Consolidated Retums as required by the grantor trust rules of sections

" 671 through 678 of the Code.
(2)  Audits of Consolidated Refurn. Parent shall have the sole responsibility for and

control over the conduct and disposition of (A) any audit, conference, or other proceeding with
the IRS, and (B) any judicial proceedings concerning the determination of the federal Income
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Tax liabilities (including the Tax Items of the Truéts) of any member or members of the
Affiliated Group (including any successor members theréof). The Trustee agrees to provide all
requested documentati;)n and assistance requested by Parent in connection with its conduct of the
foregoing activities, provided such request is reasonable iﬁ scope as well as reasonable in time
and expense. Parent agrees not fo take a position in connection with any proceeding dwcq'bed in
this paragraph that (i) results, directly or indirectly, in an increase in taxable income of the . |
Grantor derived from the Trust’s activities in any taxable year preceding the taxable year ending
- December 31, 2004 except to the extent that Parent agrees to pay any increase in tax liability for
such taxable years, or (ii) jeopardizes the grantor trust status of the Trusts in any taxable year.
From and aﬁer_the date this Agreement is entered into, the Trustee also agrees not to propose to
Parent any changes that increase the tax liability for a respective Trust, for taxable years before

the taxable year ending December 31, 2004.

A3) Cop.x of Consolidated Return. Parent shall provide the Trustee a complete copy
of the Consolidated Return (as filed) and any amended @mli@tﬁ Return for periods
beginning with the Effective Date within fificen (15) days after the Consolidated Retumor
amended Consolidated Return is filed with the IRS. Parent shall keep the Trustee reasonably
informed as to any developments concerning the filed Consolidated Returns, including but not
limited to, the receipt of any notices of deficiency, notices of audit, revenue agent’s reports, and
information document requests, and the receipt or sending of any correspondence with the IRS
regarding the Trusts’ Tax Items but exclusive of any material subjécﬁt to an existing attorney-

client privilege. The Trustee shall take reasonable steps to insure that all such Income Tax
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information provided by Parent will be kept confidential and shall nbt be disclosed, except as

required by law.

4 No Obligéﬁon to Reimburse Parent for Income Taxes. The obligation of each of

- the Trusts to reimburse its respective Grantor (or its successor) for any Income Taxes of Parent
or any other member of the Affiliated Group for Inéome Taxes attributable, directly or indirectly,
to the Tax Items of the Trust that the Grantor is required to include on its returns pursuant to
sections 671 through 678 of the Code set forth in Section 8.3 of the Closing Agreement shall be
terminated beginning with thé Income Taxes due for the taxable year ending on December 31,
2004, so that the Trustee shall have no obligation to Parent or any other member of the Affiliated
Grbup for Income Taxes due for the taxable year ending on December 31, 2004 and subsequent

tax periods.
(5)  Maintenance of Trusts. Notwithstanding anything to the contrary in this

Agreement, the RRR Agreement and the Final Order of Rehabilitation (and all related
dqcuments), other than as described in the Closing Agreement, Parent shall take no action that
_ will terminate the grantor trust status of any of the Trusts, unless (i) Parent notifies the Trustee in
writing at least 60 days before taking any such action; and (ii) the Trustee, in his sole discretion,
consents thereto in writing. Furthermore, unless the Trustee waives the required action, Parent
shall timely take or éause other members of the Affiliated Group to take all action necessary to
terminate grantor trust status of the Trusts in the event Parent is determined to be insolvent
within the meaning of section 108(d)(3) of the Code. Should Parent be determined to be

insolvent, the Trustee shall be notified in writing within 10 days of such determination and will



-

Amendment to Agreeme.. {egarding Closing
FINAL: December 1, 2005
Page 7

have 10 days from the date of notification to determine whether to waive the required actions

herein.
(6)  Indemnification. Parent shall indemnify and hold harmless the Trusts and the

. Trustee from any claims, demands, losses, liabilities, attorneys’ fees, costs, incidental damagée,
actual damages, or consequential damages imposed on the Trustee or the Trusts for Income
Taxes the Trusts may be required to pay that are attributable to income reportable in the
Consolidated Retum for taxable years beginning with the taxable year ending on December 31,
2004. This indemnification specifically includes the amount, if any, assessed against the Trustee
on the basis of personal liability under 31 U.S.C. section 3713. The Trustee shall keep Parent
reasonably informed as to any developments concerning any potential demand for Income Taxes,
including all penalties, additional taxes, and interest thereon, reimbursable under this paiagraph,'
including but not limited to, the receipt of any notices of audit, information document requests, .
revenue agent's reports, noticw_ of deficiency, or other correspondence or communication with
the IRS or comparable state or local tax authority and shall permit Parent to exercise its rights
under paragraph 2, ai)ove. The Insurance Commissioner and the Trustee may retain counsel of

“their own choosing the costs of which will be reimbursed under this paragraph. If the Insurance

-Commissioner or the Trustee selects the California Attorney General's office as his counsel, then
Covanta shall reimburse the fees and costs associated with that office at the rate that office
charges (or attributes to) the Insurance Commissioner or the Trustee.

5 (7)  Disclosure on Consolidated Return. Parent shall include with the Consolidated
Retums filed for the appropriate taxable years a disclosure statement, which disclosure shall

include at a minimum a statement substantially similar, in all'material respects, to the disclosure
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described below. In addition, Parent shall not make any disclosure in the Consolidated Return

which is contrary to the statements set forth below. |
" (a) For the taxable year endiﬁg December 31, 2005 (and for any amended return for the

taxable year ending December 31, 2004), and'for each other succeeding taxable year ending prior

to the taxable year described in paragraph (b) below:
"Pursuant to the order of the Superior Court for the County of Los Angeles in case C572

724, "Insurance Commissioner of the State of California v. Mission Insurance Company, et al.,

dated , the Enterprise Insurance Company Trust, the Mission Insurance

Company Trust and the Miésion National Insurance Company Trust (which are grantor trusts
whose income, deducti_ons, gains and losses are included in the Consolidated Group) have an
obligation, inter alia, with respect to certain claims (in amounts and as defined in the Order), and
 the reserves of the insurance operations of these grantor trusts include an estimate of the
liabilities related to such claims." |

“(b) For the taxable year(s) ih which Parent stock is allocated and the stock-for-debt

a@ﬁon is applied to the Latent Deficiency Claims: |
"The taxable income of the Affiliated Group as reported reflects the fact that stock

bligible for the stock-for-debt exception to the discharge of indebtedness income rules of former
section 108(6)(1 0)(13) was distributed to holders of certain claims (in amounts and as defined in
‘the Order dated , which was issued by the Superior Court for the County of

Los Angeles in case C572 724), the liabilities for which had been reflected in the reserves of the

insurance operations. The stock-for-debt exception (including its reqﬁirements that applied prior
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to its repeal), as in effect prior to the amendments to section. 108 by P.L. 103-66, is applicable to

the payment of these liabilities with such stock.”

(®)  Amendment of Closing Agreement. The provisions set forth in Section 8.3 of the -

Closing Agreement w1th respect to the Trustee's obligation to reimburse the Grantor for Income
Taxes shall be deemed modified as set forth by this Agreement beginning with the taxable year
in which this Agreement is first effective. | .

(9)  Effective Dates. If the conditions precedent set forth in paragraphs 53 and 54
(other than paragraphs 53(iii) and 54(jii)) of the Implementa_tion Agreement are fully satisfied or
waived, this Agreement shall be effective beginning with the taxable year ending on December
31, 2004, and will terminate beginning on the first day in which all of the Trusts are no longer in
existence for Income Tax purposes or no longer qualify as grantor trusts under the Internal -
Revenue Code (under the conditions set forth in paragraph (5)). However, notwithstanding such
termination, the obligations of the Trustee pursuant to paragraph (2) of this Agreement shall
continue to be in effect for so long as any taxable period in which the Tax Items attributable to
the activities of the_Trust were included in the Consolidated Return remains open for assessment
~ and collection under the Code.. Any amounts owed with respect to the periods before the taxable
year ending on December 31, 2004, shall be allocated pursuant to Section 8.3 of the Closing
Agreement without modification by this Agreeinent. ' 4

(10)  Preparation of Consolidated Returns. The Trustee shall provide to Parqlt detailed
and accurate informaﬁon as reasonably required or appropriate to enable Parent to prepare the
(iﬁnsolidated Return no later than 5 2 months after the close of the taxable year. Such

information shall be provided to Parent in the form and manner prescribed by Parent or



Amendment to Agmémeﬁ:-&égarding Closing

FINAL: December 1, 2005

Page 10 '

otherwise in the form and manner as mutually agreed. Parent shall provide the Trustee witha
copy of the draft Consolidated Return and a schedule that identifies the Tax Items attributable to
the activities of the Trusts 30 days before the Consolidated Return is due to be filed (with
authorized extensions.) Should the Trustee have any objection to ti:e Trusts' Tax Items as
reported on the Consolidated Return, the Trustee shall notify Parent in writing as soon as
possible but not later than 10 days i)ﬁor to the due date (with extensions) of filing the
Consolidated Return.

(11)  General Cooperation. The Parties agree to cooperate in the implementation of
this Agreement and to provide such assistance as may reasonably be requested by each other in
connecﬁoﬁ with the preparaﬁon of any Consolidated Return, audit, or judicia] or adminisﬁaﬁve
procéeding or determination relating to a liability for taxes, including reasonable access to and
assistance in identifying énd interpreting the books and records, financial statements and work
papers, as well as the éxecuﬁon of documents and the performance of other acts reasonably
necessary to acoomplisﬁ the purposes of tlﬁs Agreement.

| (12)  Validity of Provisions. The invalidity or unenforceability of any particular’
provision of this Agreement shall not affect the other provisions hereof, and this Agreement shall
be oon#trued in all respects as if such invalid or unenforceable provision were omitted.

(13) Disputes. The Parties shall make good faith efforts to resolve any dispute or
difference between the Parties with r&speot to the operation or interpretation of this Agreement

pursuant to the decision of a person mutually approved by Parent and the Trustee.

7
So agreed as of I/M , 200
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John Garamendi, Insurance Commissioner of the State of Califomia, in his capacity as Trustee of

the MIC Trust, the MNIC Trust, and the EIC Trust.

_&Mfkﬁg‘ | //wﬁb

David E. Wilson, Special Deputy Insurance Commissioner - Date

Covanta Holding Corporafion

ﬂ ‘
By: v//bﬂ{

Title:

Date

Its:
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LATENT DEFICIENCY CLAIMS
~ ADMINISTRATION PROCEDURES AGREEMENT

This Latent Deficiency Claims Administration Procedures Agreement is entered into as
| of the c!ate set forth below between John Garamendi, Insurance Commissioner of the State of
California, in his capacity as Trustee of the Mission Insurance Company Trust, the Mission
National Insurance Company Trust and the Enterprise Insurance Company Trust, on the one
_ ixand, and vaanta Holding Corporation, formerly known as Danielson Holding Corporationon
_ the other hand. Unless otherwise defined herein, capxtahzed terms shall have the‘meaning
ascribed to them in the Rehabilitation Plan Implementation Agreement entered into as of even
date herewith by and among the parties hereto.
Definitions
1. “Agreement” shall mean this Latent Deficiency Claims Administration Procedures

Agreennent between the parties set forth above.
2. ' “Deficiency Claims” shall have the meaning ascribed to such term in Section 1.8 of

the RRR Agreemént.

3. ‘fLatent Deficiency Claim” shall mean a cldim that is a “Deficiency Claim” except
' thﬁt the claimant did not qualify as a creditor against EICT, MICT or MNICT under California
Insurance Code Sections 1021 to 1024 and 1032 for one or more of the reasons listed below

a.  The claimant did not meet the August 18, 1995 deadline for filing amendments to

proofs of claim, pursuant to the Amended Final L:qmdat:on Dividend plan for the EICT,
MICT and MNICT; '
Latent Deficiency Claims Administration p

- Procedures Agreement
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b..  The claimant’s claim vwas an otherwise valid policyholder priority claim within
the meaning of Section 1033 of the Cz;lifgmia Insurance Code, but did not become
liquidated (in whole or in part) and certain within the meaning ot; California Insurance
Code Section 1025 by the court-ordered deadline of D'ecember 31, 2003 (for purposes of ‘
qlan'ty and the definition of Latent Deficiency Clain;s, but not for the purpose of any
revaluation of proof of claims for purposes of distributions under Section 1033 of the
California Insurance Code, and without limiting the generality of the forego_ing, this
category includes claims of claimants under direct insurance contracts issued by Mission
Insurance Company, Mission National Insurance Com'pany and Enterprise Insurance
Company that were settled for less than the stated amount of such claims); or |
c. The claimant’s claim was an otherwise valid non-pblicyholder priority claim
within the meaning of Section 1033 of the California Insurance Code, but'did not become
liquidated (in whole or in part) and éextain within that meaning of California Insurance
Code Section 1025 'by the court-ordered de_adline of August 2, 2004 (for purposes of
" clarity and the definition of Latent Deficiency Claims, but not for the purpose of any
: revaluétion of proof of claims for purposes of distributions under Section 1033 of the
California Tnsurance Code, and without limiting the generality of the foregoing, this
category include claims of claimants under reinsurance contracts issued by Mission
Insurance Company, Mission National Insurance Company and Enterprise Insurance
Company that were settled for less than the stated amount of such claims). |
4. “Implementation Agreement” shall mean the Rehabilitation Plan Implementation
E Agreement below between John Garamendi, Insurance Commi&ioner of the State of Califomia,

in his capacity as Trustee of the Mission Insurance Company Trust, the Mission National

Latent Deficiency Claims Administration 2
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Insurance Compan).' Trust and the Enterprise Insurance Company Trust, on the one hand, and

Covanta Holding Corporation, formerly known as Danielson Holding Corporation and Mission

Insurance Group, Inc. on the other hand.

Initial Recitals
5. Mission Insurance Company, Mission National Insurance Company, and Enterprise
Insurance Company are or were California-domiciled property and casuélty insurance
companies. . .
6. - On October 31, 1985, on the application of the Insurance Commissioner, the
| ‘Superior Court for the County'-of Los Angeles issued an order which placed Mission Insurance
Company, Mission National Insurance Company and Enterprise Insurance Company into
conservation proceedings, in case number C 572 724.
7. . On February 24, 1987, the Superior Court for the County of Los Angeles entered
those orders which placed Mission Insurance Company, Mission National Insurance Company
. and Enterprise Insurance Company in liquidation proceedings in the case captioned Insurance
" Commissioner of the State of California v. Mission Insurance Company, ot al. case number C
572 724. | ‘ | |
8. AsofDecember 13, 1989, the Insurance Commissioner, as Liquidator of Mission
Insurance Company, Miésibn National Insurance Company, Enterprise Insurance Company, and
" as Conservétor of Mission American Insurance Company and Corﬁpac Insurance Company,
entered into the RRR Agreemeﬁt with the Missouri Insurance Director as Receiver of Holland-
America Insurance Company and Mission Reinsurance Corporation, and with Mission Insurance
Group, Inc.
Latent Deficiency Claims Administration 3

Procedures Agreement
NGEDOCS:>016959.0001112"537.9



9. On April 25, 1990, the Final Order of Rehabilitation was issued by the Liquidation
Court which had the vcffect, inter alia, of entering a rehabilitation order as to Mission Insurance
Company, Mission National Insurance Company and Enterprise Insurance Company, and, upon
closing of the transactions described in the RRR Agfeement, resulted in the creation of the
MICT, the MNICT and the EICT, pursuant to the agreement of MICT, the agreement of MNICT
and the agreement of the .EICT.

10. The parties to this Agreement recognize that nmne;'ous. claimants filed proofs of
claim against EICT, MICT and MNICT which were approved by the Trustee. The unsatisfied
* portions of such claims shall be treated as Deficiency Claims under the RRR Agreement. This
Ag?eement recognizes that among the Deficiency Claims are the Latent Deficiency Claims that
| either in part or m whole do not qualify for or are not entitled to receive cash distributions from
the EICT, MICT or MNICT pursuant to California Insurance Code sections 1011, ef seq., but
which claims nonetheless, qualify and are entitled to share in the distribution of shares of
Covanta common stock pursuant to the RRR Agreement,

11. Pursuant to tl;e RRR Agreement, ihe Commissioner now holds as agent for and on
beha.lf of claimants agéinst the MICT and MﬁlCl‘, shares of Covanta common stock to be
distributed to holders of Deficiency Claims (as defined in the RRR Agreerhent).

12. In order to effectuate the RRR Agreement, the parties enter into this Agreement to
_ set forth a method to evaluate tﬁe Deficiency Claims (including Latent i)eﬁciency Claﬂns) for
the putpose of distribuﬁng the shares of Covanta common stock in accordance with the RRR
Agreement, .

13. Under the terms of the Implemen‘taﬁon Agreement concurrently entered into

. between the parties, Covanta has agreed to administer a Latent Deficiency Claims administration
" Latent Deficiency Claims Administration 4 '

" Procedures

NGEDOCS: 016959.0001:1211537.9



process, the purpose of which is to evaluate Latent Deficiency Claims in order to ensure tilat any.
distribution of shares of Covanta common stock to the Latent Deficiency Claims complies with
the stock for debt provision of former section 108(e)(8)(B) of the Internal Revenue Code and
implements the intents and purposes of Sections 2.1(a)(i), 2.1(b)(i) and 2.1(d)(i) of the RRR
Agreement, |

14. The Agreement cqntemplates that the court will issue an order establishing the
aggregate amount of the Latent Deficiency Claims. The Latent Deficiency Claims
administration procedures will be used to apportion individual Latent Deficiency Claims to the

" total amount of Latent Deficiency Claims (set by court-order) in order to detennine. the

proportionate amount of shares of Covanta common stock each Latent Deficiency Claimant shall
receive as required under the RRR AMmt.

Latent Deficiency Claims Administration

' 15. The Commissioner’s Conservation and. Liquidation Office personnel shall provide

Covanta with a listing of sul;stanﬁally all claimants who timely filed proofs of claim in the EICT,
MICT and MNICT liquidation proceedings; shall provide access to the clailﬁs files and other
supporting documentation submitted in support of those claims; and shall provide acoess fo the
documents and other data reflecting the determination and adjudication of the claims in the
liquidation proceedings.

16. Covanta shall send notice by ﬁrst class mail to all claimants who timely filed proofs

of claim in the EICT, MICT and MNICT liquidation proceedings advising them of the Latent
" Deficiency Claims administration evaluation process and procedures. Covanta and the
Commiss‘ioner will agree upon the form and content of the notification to be sent to claimants,

Latent Deficiency Claims Administration 5
Procedures Agreement
NGEDOCS: 016959.0001:1211537.9



and such notice will ﬁoﬁde, at a minimum, the following information and instructions:

. the purpose of the Latent Deficiency Claims administration evaluation process;

. an advisory that the claims evdmﬁon process will rely upon the supporting

documentation the claimants have previously provided in the EICT, MICT and MNICT

liquidation proceedings, unless supplemented as provided in the notice; .

o a date after which claimants can no longer submit supplemmfal claims

information;

. a claims supplemgntal information form and directions for completing and filing

.such form; and '

* a telephone call-in number for those who have questions about the process.

17.  Covanta shall establish the proper procedures to evaluate the Latent Deﬁciency
(Claims; to exclude defective claims; and to provide the appropriate level of scrutiny and review
based upon the stated value and oompléxity of the claims and taking into account the ultimate
value of the recovery to respective claimants for their claims and the amount in controversy. The
Commissioner and Covanta have balanced the cost of review procedures against the benefits of
(i) recognizing and maximizing tﬁe value of i)ayments to be made to claimants as a whole and
61} 'réaching more refined levels of evaluatioﬁ of the Latent Deficiency Claims in the aggrégate.
Covanta and the Insurance Commissi;mer’s Conservation and Liquidation Office personnel shall
meet and confer as necessary regarding the fulfillment by Covanta of its oBligaiions under this
provision, including without limitation, to review forms to be utilized and processes to be
adopted in connection herewith. .

18. Covanta shall provide written notice of the evaluation of any Latent Deficiency

Claim to any claimant requesting such in wﬁting. Any claimant receiving written notice of a
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claims evaluation may then file with Covanta within thirty (30) days of the mailing date of the
notice of evaluauon, an intent to appeal. The appeal shall be determined by a retired Superior
Court judge, sitting as claims arbitrator. Covanta and the claimant shall equa.lly share the cost of
the claims arbitrator, The claims arbitrator shall issue a determination, which shall be ﬁpal and
binding upon the claimant and Covanta. The appeal to the claims arbitrator shall be conducted
on the written record, as contained in the claims file, and the fonnal'ru]é of evidence will not
apply. The claims arbitrator will advise the claimant who appeals that the claimant may submit
an appeal brief within thirty (30) days of a date set by the claims arbitrator. Covanta shall then
have tInrty (30) days to submit a response, after which the claimant shall have thirty (30) days to
| submit a reply The claims arbitrator shall rule based on the written record.

19. Parties to an arbitration shall have the right to apply to the Liquidation Court, or if
the Liquidation Court no longer has Jurisdiction over any disputes hereunder to a court of
competent jun’sdiétion in the County of Los Angeles for 'an order to enforce the findings of a

_ claims arbitrator as to the amount of the Latent Deficiency Claim to which a holder may be
. entitled to claim; provided, however, that any such orders shall be limited solely to the
entitlement of such cfaimant to the amount of the Latent Deficiency Claim so claimed.

20. Determinations by Covanta which are not aiypealed as to a Latent Deficiency
. Claim’s evaluation shall be final.

21. Nothing in this Agreement shall create a right in any claimant to share in cash
distributions from the EICT, MICT or thc;. MNICT. The claims procedures in this Agreement are
éolely for the purposes of evaluaﬁﬁg the Latent Deficiency Claims in order to comply with the
stock for debt provisions in former section 108(e}(8)(B) of the Internal Reyenue Code and shall

not be binding for or determinative of any other issue.
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22. The Insurance Commissioner and Covanta shall c;ooperate to ensure that the claims
process reaches a timely conclusion. Covanta shall use commerc_:ially reasonable best efforts to
ensure that all initial claims evaluations are completed on or prior to December 31, 2006.

23. Nothing in this Agreement is intended to alter the liquidation priorities set forth in
California Insurance Code Section 1033. The shares of Covanta common stock herein are
distn'butéd solely through the rehabilitation plan set forth in the RRR Agreement, and do not

constitute any variation from the RRR Agreement. Nothing in this plan alters Section 1025 of
| the California Insurance Code, or .any other requirements of the California Insurance Code.
Miscellaneous Provisions
24. The Trustee (l;ut not the State of Califomnia) is a party to this Agreement, only in his

representative capacity as Trustee and as agent for and on behalf of holders of Latent Deficiency
: Claims, and not individually. Neither the Trustee nor the Insurance Commissioner, nor their
agents, employees, attorneys, depuﬁes or reﬁrwentatives, shall have personal liabiiity onthis
trénsaction. | |
'25. This agreement is goveined by California law, without regard to principles of
. conflicts of law. '

26. The headings and captions in this Agreement are set forth for convenience only, and
| shall not be deemed a part of this Agreement. |

27. The recitals herein are introductory only and not binding agreements or admissions.

28. Any failure of a party to comply with any obligation, covenant, agreement or
'}condition heréin may be waived in writing, but such waiver or failure to insist upon a duty,
~ obligation or condition shall not waive or estop the right of a party to reqmre performance of a

subsequent duty, condition or obligation. Any waiver of a term of this Agreement must be
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written and signed by a duly authorized representative of the party on whose behalf the waiver is
being made. |
29. Each party shall execute and deliver to the other party such documents as may
_reasonably be required to effectuate this document, but ﬁothing in. this Agreement shall impose
the duty on the Trustee to enter into additiﬁnal agreements not set forth in this Agreement.
30. This Agreement may be executed in counterparts, Wthh, when combined, §hall
constitute a single Agreement. o |
31. Any disputes arising from or relating to this Agreement shall be submitted to the
Mission Liquidation Court for resolution; provided, however, that if the liquidation of MICT,
MNICT and EICT is closed, then the party initiating the dispute shall petition to re-open the
case. If the case is not open or re-opened, then the Superior Court of Los Angeles County,
California shall have jurisdiction over any such dispute, and, to the extent permitted by law, such
jmisdicﬁon shall be exclusive as to all matters other than enforcement of judgments.
| 32. The addr&ss&s.for notice and for counsel are set forth below the signatures. Each
| party may change its address for notice by written notice. Notices may be given by mail, by
facsimile or by federal express; provided, however, that if facsimile notice is given, then a letter
. shall also be sent by mail. |

So agreed:

John Garamendi, Insurance Commissioner of the State of California, in his capacity as Trustee of
the MICT, the MNICT and the EICT

Dedtul

‘David E. Wilson
~Special Deputy Insurance Commissioner

Latent Deficiency Claims Administration 9
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Additional notice to:

Mohsen Sultan :
Conservation and Liquidation Office
425 Market Street, 23" Floor

-San Francisco, CA 94105-2406

Jack Hom
State of California Insurance Department

45 Fremont Street, 19 Floor
San Francisco, CA 94105-2204

Robert H. Nunnally, Jr.
Wisener*Nunnally*Gold, LLP

625 W. Centerville Road, Suite 110
Garland, Texas 75041

Cov%ixgg% ion
By: /1(41
d Crig D. Abgt s

Title: Senior Vice President and Chief Financial Officer

With additional notice to:

Timothy J. Simpson
Senior Vice President and General Counsel
Covanta Holding Corporation
'40 Lane Road
Fairfield, NJ 07004

David S. Stone

Neal, Gerber & Eisenberg LLP
2 North LaSalle Street

Suite 2200

Chicago, IL 60602

C. Guerry Collins

Lord Bissell & Brook LLP

300 South Grand Avenue

8th Floor .

Latent Deficiency Claims Administration 10
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ROBERT H.NUNNALLY, JR.

%E?JMEIIKQ?N%I{H?:&!Y*GOLD LLP ORIGINAL FILED

625 West Centerville Road, Smte 110

Garl T 75041

972 8405080 oL HAR 02 2005
Facsimile (972) 840-6575 0 GELES
Attorneys for Insurance Commissioner RCO OURT

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF LOS ANGELES

JOHN GARAMENDY, Insurance ) CaseNo.C 572 724
| Commissioner of the State of California, .
’ Honorable John Shepard Wiley, Jr.
Applicant, )
: ) [Pmm)] ORDER WHICH
| vs. ) G MOTION TO APPROVE
) REHABILITATION PLAN
! MISSION INSURANCE COMPANY,a ) IMPLEMENTATION AGREEMENT
| California corporation, )
5 )  Hon.John S Wiley, Jr.
Respondent. g Action Filed: ber 31 1985
, ' ) Department: 50 -
’ )  Hearing Date: March 2, 2006
i Consolidated with Case Numbers ; Hearing Time: 8:30 a.m.
)
)
)
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)
On the 2nd day of March, 2006, the Court heard the Insurance Commissioner’s Motion to
Approve Rehabilitation Plan Implementation Agreement and Related Exhibits. The Court finds that
notice of the motion was given. The Court finds that the Motion is GRANTED. The Court

7 authorizes the Insurance Commissioner to enter into the agreements referenced in the motion, as
 well as such necessary agreements ancillary to the closing of the transaction as he deems

Yol

| appropriate.
The Court further makes the followmg ﬁndmgs _
a. The Court has previously entered an order which approves the closmg of these cases, as

required by Paragmphs 53 and 54 of the Rehabilitation Plan Implementation Agreement.

_ b. Enterprise Insurance Company Trust, Mission Insurance Company Trust, and Mission
National Insurance Company Trust shall stay in existence through December 31, 2010, subject to

| cartier termination, as required by Paragraphs 53 and 54 of the Rehabilitation Plan Implementation

Agreement.
c. This order authorizes entry into the Rehabilitation Plan Implementation Agreement, as

\OOO\!O\UIAMN

§ provided by Paragraph 53 and 54 of that agreement.

d. The amount of the Latent Deficiency Claims covered under the Rehabilitation Plan
Implementation Agreement shall be determined by a subsequent order of this Court after noticed

motion. |

- The Court further makes the following order:
Pursuant to its powers under California Insurance Code Section 1020, the Court hereby

| ORDERS that the assets of Mission Insurance Company Trust, Mission National Insurance
CompanmisgandEnterpnseInsuranoeCompanmistremmnmwstodlalegls, except to the

§ extent previously distributed pursuant to prior court order, and all persons are hereby enjoined from
| maintaining or pursuing any claims, suits, demands, offsets, proceedings, arbitrations, administrative
| proceedings or other process, whether at law or in equity against the Insurance Commissioner, the
| Mission Insurance Company Trust, the Mission National Insurance Company Trust, and the
Enterprise Insurance Company Trust, the California Insurance Commissioner, the Conservation and
Liquidation Office, Covanta Holding Corporation, and their respective agents, employecs, attorneys,

2
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)

| third party administrators, personnel, and deputies, from any and all claims, arising from or related
to the effectuation and implementation of the Réhabilitation Plan Impleinentation Agreement and its
| ancillary agreements, including, without limitation, any claims arising from the administration and
processing of Latent Deficiency Claims, unless this Court shall permit such filing, suit, process or
procedure by either the terms of the Rehabilitation Plan Implementation Agreement itself or by
subsequent order of this Court. This order supplements the prior injunctions and orders in this
Further, except as provided by the Rehabilitation Plan Implementation Agreement and

| related agreements relating to the satisfaction of Latent Deficiency Claims through the distribution

| of sharcs of Covanta Holding Corporation common stock held by the Insurance Commissioner on
behalf of holders of deficiency claims, Covanta Holding Corporation, and its respective agents,
employecs, attorneys, third party administrators, personnel and deputies are discharged from all
claims, suits, demands, offsets, debts or liabilities to claimants against the Mission Insurance

| Company Trust, Mission National Insurance Company Trust and the Enterprise Insurance Company
| Trust with respect to the administration and processing of Latent Deficiency Claims.

, The Court further finds that Covanta Holding Corporation shall have no duty o liability of
| any kind to claimants with respect to its administration and processing of Latent Deficiency Claims
under the agreements approved herein; provided, however, that notwithstanding anything to the

| contrary above, Covanta Holding Corporation shall owe its duties to the Insurance Commissioner as |

19}

20§ Trustee pursuant to the Rehabilitation Plan Implementation Agmemént and related agreements.
211 .

22| Signed thisg}_day of March, 2006.

o JOHN SHEPARD WILEY JR.

25 §  Judge of the Superior Court

o

28 . LA 452507v1
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WISENER*rnNUNNALLYiGOLD, LLP GINAL FILED
625 West Centerville Road, Suite 110

@G%?&g&)«gz 75041 AFR 28 2008
Facsimile (972) 840-6575 SULI’;OE%IACI;{{GICE(L)ES
Attorneys for Insurance Commissioner URT

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF LOS ANGELES

JOHN GARAMENDI, Insurance ) Case No. C 572 724
Commissioner of the State of California, ) o
: )
Applicant, ) Honorable John Shepard Wiley Jr.
. )
: ) [PWED] ORDER GRANTING
MISSION INSURANCE COMPANY,a ) VALUATION OF DEFICIENCY CLAIMS
California corporation, ) PURSUANT TO REHABILITATION
) PLAN IMPLEMENTATION
Respondent. ) AGREEMENT
)
T ) .
Consolidated with Case Numbers ) Hon. John Shepard Wiley Jr.
) Action Filed: October 31, 1985
C 576 324; C 576 416; ) Department: 50 :
C 576 323; C 576 325; C 629 709 ) Hearing Date: April 28, 2006
) Hearing Time: 8:30 a.m.
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. On April 28, 2006, the Court heard and considered the Motion to Approve Valuation of
Deficiency Claims Pursuant to the Rehabilitation Plan Implementation Agreement. Based on the
evidence presented, the Court sets the amount of the minimum ultimate aggregate liability qf
Mission Insurance Company, Mission National Insurance Company and Enterprise Insurance
Compaﬁy to the holders of¥.atent Deficiency Claims, as that term is defined in the Rehabilitation
Plan Implementation Agreement, in the amount of $712,160,927. This amount is an obligation and
indebtednmé arising under insurance and reinsurance contracts of the above three companies and
owed under California law pursuant to the Agreement of Reorganization, Rehabilitation and |
Restructuring and the Rehabilitation Plan Implementation Agreement previously approved by this
Court. This indebtedness is to be satisfied solely through the distribution of shares of Covanta
Holding Corporation common stock previously issued and held on behalf of such claimants by the
Californié. Insurance Commissioner pursuant to the Agreement of Reorganization, Rehabilitation
and Restructuring. Such aggregate indebtedness shall be allocated to Mission Insurance Company,
Mission National Insurance Company and Enterprise Insurance Company in accordance with the
allocation methociology historically used to apportion such liabilities for income tax purposes.

The Court further finds that distribution of shares of Covanta Holding Corporation common
stock to holders of Deficiency Claims, including holders of Latent Deficiency Claims, shall be in
full satisfaction of and compliance with Covanta Holding Corporation’s obligations under the
Agreement of Rehabilitation, Reorganization and Restructuring and the Rehabilitation Plan
Implementation Agreement and such indebtedness and obligations to the holders of Deficiency
Claims, including Latent Deficiency Claims against Mission Insurance Company, Mission National
Insurance Company and Enterprise Insurance Company shall be satisfied pursuant to the
distribution of such shares of Covanta Holding Corporation common stock as provided in the
Agreement of Rehabilitation, Reorganization and Restructuring and the Rehabilitation Plan

Implementation Agreement.
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The Court accordingly GRANTS the motion in all things.

SO ORDERED

Siguned this 2 day of April 2006.

John Shepherd Wiley Jr.
Judge of the Superior Court
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300 South Grand 4~ ye, Eighth Floor
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Robert H. Nunnally, Jr. (134151)
WISENER * NUNNALLY * GOLD, LLP RE 'D
625 West Centerville Road, Suite 110 -
Garland, Texas 75041
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Tel:  (972) 840-9080 ;
Fax:  (972) 840-6575 FLING WINDO W g LEp

200
Attorneys for Insurance Commissioner S Ulj) % S A[\,b ]

&
C. Guerry Collins (117197) RIOR C(L)‘(b,g,r

LOCKE LORD BISSELL & LIDDELL LLP
300 South Grand Avenue, Suite 800

Los Angeles, CA 90071

Telephone: 213-485-1500

Fax: 213-485-1200

Attorneys for Covanta Holding Corporation

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF LOS ANGELES

STEVE POIZNER, Insurance Commissioner ) CASENO. C 572 724

of the State of California, )
) [PREPOSED] VALUATION ORDER
Plaintiff, )

)
) DATE: July 25, 2008
)y TIME: 8:30 am.

MISSION INSURANCE COMPANY, a y DEPT: 50
California corporation,

VS.

Filed: October 31, 1985
Respondent.

Consolidated with Case Numbers:

C 576 324,C 576 416, C 576 323

)
)
)
)
)
g
C 576 325, C 629709 )
)
)

On July 25, 2008, the Court heard the Motion to Approve Final Valuations of Latent

Deficiency Claims Against Mission Insurance Company Trust and Allocation of Shares of Covanta
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300 South Grand Ave~ —-Eighth Floor
Los Angeles, CA
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Holding Corporation Pursuant to the Rehabilitation Plan Implementation Agreement. The Court
finds that appropriate and timely notice was given to all interested parties as to the motion. Based on
the evidence presented, the Court finds that the individual claim amounts and claimants set forth on
Exhibit C to the Declaration of Richard McNamee are the final, determined and fixed amounts of
each individual Deficiency Claim, including Latent Deficiency Claims, as described in paragraph 31
of the Rehabilitation Plan Implementétion Agreement against the Mission Insurance Company Trust
and that the Latent Deficiency Claims against the Mission Insurance Company Trust total
$923.419,693 in the aggregate. These Deficiency Claims, including Latent Deficiency Claims,
individually and in the aggregate, are valid indebtedness from direct insurance and reinsurance
contracts entered into by Mission Insurance Company and which are owed under California law
pursuant to the Agreement of Reorganization, Rehabilitation and Restructuring and the
Rehabilitation Plan Implementation Agreement, each as previously égreed upon and approved by
this Court.

The Court approves the final allocation of Covanta Holding Corporation common stock
previously issued and held on behalf of such claimants by the California Insurance Commissioner
pursuant to the Agreement of Reorganization, Rehabilitation, and Restructuring to holders of
Deficiency Claims, including Latent Deficiency Claims, against Mission Insurance Company Trust,
as set forth in the share distribution schedule set forth in Exhibit C to the Declaration of Richard
McNamee and orders that the shares of Covanta Holding Corporati_on stock be distributed to each
holder of a Deficiency Claim in accordance with Exhibit C to the Declaration of Richard McNamee.
The Court finds that this distribution of shares of Covanta Holding Corporation stock to holders of
Deficiency Claims, including Latent Deficiency Claims, is consistent with the proportionality
requirements of Internal Revenue Code former section 108(¢)(8)(B). The Court further finds that
such distribution of shares of Covanta Holding Corporation stock to holders of Deficiency Claims,
including Latent Deficiency Claims, shall be in full satisfaction of the valid indebtedness from
direct insurance and reinsurance contracts of Mission Insurance Company constituted by such
Deficiency Claims, including Latent Deficiency Claims, and is consistent with the requirements of

section 108 of the Internal Revenue Code, as in effect on the date of and forming the basis for the
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1990 Agreement of Reorganization, Rehabilitation, and Restructuring, as continuously applicable
from the date thereof to the date of this Order.
The Insurance Commissioner is further authorized to take such steps as he deems appropriate

and necessary to implement the terms of these valuation and share distribution procedures.

JOHN SHEPARD WILEY JR.

JUDGE OF THE SUPERIOR COURT
Respectfully submitted,

~/\

Robert H. Nunnally, Jr. (134151)
WISENER * NUNNALLY * GOLD, LLP
625 West Centerville Road, Suite 110
Garland, Texas 75041 :
Tel:  (972) 840-9080

Fax: (972) 840-6575

Attorneys for Insurance Commissioner

Respectfully submitted,
LOCKE LORD BISSELL & LIDDELL LLP

Attorneys for Covanta Holding Corporation

LA 602536v.3
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