Exhibit 1-4: Memorandum of Understanding

This appendix provides an optional template for use by the state insurance departments in a property
and casualty liquidation to facilitate information sharing and coordination with guaranty funds. It is
flexible and can be tailored to the individual state insurance department and the specific troubled
property and casualty insurer situation.

The MOU template was adopted by the NAIC Financial Condition (E) Committee in 2022.

BACKGROUND OF THE MEMORANDUM OF UNDERSTANDING

When a property & casualty insurer is liquidated, our regulatory system mitigates the adverse effects on
policyholders and claimants through the state insurance resolution system. This system includes the
coordinated management of the liquidation and wind down of the insurance company, in accordance with
the state’s receivership laws, and the payment of statutorily defined “covered claims” by the state guaranty
fund system. In today’s technological world, the insurance financial regulators, insurance receivers and the
guaranty funds need advance planning for the transition from a troubled insurance company to liquidation.

This Memorandum of Understanding (“MOU”) template is flexible and can be tailored to the individual
state insurance department and the specific troubled property and casualty insurer situation.

The MOU is intended to be used to facilitate transitional planning and preparation when a troubled property
and casualty insurer faces a material risk of being liquidated as insolvent'. Such a liquidation creates various
obligations for the insurance receiver and triggers the guaranty funds’ statutory duties to pay “covered
claims.” One goal of this transitional planning is to ensure that the guaranty funds are prepared and have
the appropriate information necessary to assume their statutory duties to protect policy claimants promptly
upon liquidation. Another important goal of this early estate planning process is to facilitate the receiver’s
duties upon liquidation, which include transition of claims to the guaranty funds, marshalling the remaining
company assets, and resolving claims against the insurer.

The planning process involves the sharing of confidential information about the troubled company. This
sharing of information is protected by statutory confidentiality and privilege provisions. The parties sharing
such information intend that it stay confidential and privileged and that no such protection be waived. This
MOU is intended to document an agreement to that effect. The parties to the MOU include the (1)
Commissioner, (2) the insurance receiver if appointed (and who may be added later) or a standing insurance
receivership office, if applicable, (3) the potentially triggered guaranty funds, and (4) the National
Conference of Insurance Guaranty Funds (“NCIGF”).? If separate from a state’s receivership office, the
state’s insurance financial regulatory office could also be a party to the MOU, as the MOU can be tailored
to the specific state.

The MOU provides that all non-public planning information provided to the guaranty funds under it shall
be kept confidential, with the protective mechanism to maintain confidentiality spelled out. Specifically,
confidential information initially may only to be shared with NCIGF and guaranty fund staff, agents, and
counsel and, importantly, may only be used for purposes of planning for liquidation of the troubled
company. Confidential information will not be shared with industry representatives who sit on or participate
in a guaranty fund’s Board of Directors until such time as the information is necessary for the Board to

! This model MOU is intended for use with only property and casualty receiverships. Life and health guaranty associations utilize confidentiality,
and joint and common interest agreements, to gain access to information in the event of receivership, when necessary.

2 See https://www.ncigf.org/. In general, the legal relationships between the troubled company and the regulatory authorities will be governed
comprehensively by appropriate statutes and regulations in the state insurance code, thus generally there is no need for the troubled company be a
party to the MOU. There may be, however, considerations in particular cases where it would be prudent to add the troubled company as a party,
particularly if slow or incomplete compliance with disclosure and reporting requirements are an issue. For example, additional enforcement
mechanisms could be added and troubled company cooperation with the prospective receiver and the guaranty funds could be spelled out in more
detail.
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discharge statutory duties or consider or take for official action. Confidential information received by the
Insurance Commissioner pursuant to its examination authority, which based upon NAIC Model Law on
Examination #390 typically is “confidential by law and privileged, shall not be subject to [insert open
records, freedom of information, sunshine or other appropriate phrase], shall not be subject to subpoena,
and shall not be subject to discovery or admissible in evidence in any private civil action,” is as shared
agreed to retain such privileged status, particularly given the common interest of the parties in the MOU in
facilitating the prospective liquidation proceedings and the insurance resolution mechanism. As further
protection for the privileged status of such confidential information, the guaranty funds are obligated under
the MOU to defend against any attempt to discover any confidential or privileged information shared with
them and to notify the other parties to the MOU of discovery or disclosure request.

The proposed MOU is a template that contains the essential terms of a confidential information sharing

agreement and can easily be customized to address specific issues that may arise in the course of addressing
troubled company concerns and in planning for liquidation.
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MEMORANDUM OF UNDERSTANDING

This Memorandum of Understanding (“MOU”) is among the [state] Department of Insurance
(“DOI”), the [Receiver of the insolvent company — if appointed] and the [guaranty fund in the state of
domicile of the troubled company, the other insurance guaranty funds which have executed this agreement
(collectively “Guaranty Funds™) and the National Conference of Insurance Guaranty Funds.(NCIGF)

Definitions:
1.1 “Agreement” or “MOU” refers to this Memorandum of Understanding;
1.2 “Confidential Information” refers to any:

a) documents, data or other information relating to any domestic insurance company in the State
of [state] where the Commissioner has determined that the financial condition of such company
creates a material risk of Liquidation that are not publicly available or public records, whether
written or not, including but not limited to claims files and data; financial analyses, modeling
and projections; trade secrets, technical processes and know-how; agency agreements,
arrangements, accounts, proposals, lists, and other information; policyholder lists and
information; costs and pricing information; internal procedures, strategies and plans; and
computer programs;

b) work product or other information regarding any such Company that is confidential and/or
privileged;

¢) communications between the Parties regarding any potential or pending legal actions involving
any such company that is a threat to such companies’ solvency; and

d) specifically contemplates information received by the Insurance Commissioner pursuant to its
examination authority [insert state adoption of NAIC Model Law 390], which is “confidential
by law confidential by law and privileged, shall not be subject to [insert open records, freedom
of information, sunshine or other appropriate phrase], shall not be subject to subpoena, and
shall not be subject to discovery or admissible in evidence in any private civil action.”

1.3 “Evaluation Material” refers to all information, oral or written, including but not limited to
Confidential Information as defined herein, that is furnished to Guaranty Funds or NCIGF under
the terms of this Agreement, and all analyses, compilations, studies, or other materials prepared by
Guaranty Funds or NCIGF containing or based in whole or in part upon such information.
“Evaluation Material” includes but is not limited to information on the financial condition of the
company, information data systems utilized and condition of the data, location of data files,
involved third party administrators, UDS test files that may be created, policy forms — especially
those for unique or complex lines of business, company organization charts, claims counts and
liability amounts by line and by state, and lists of cases in trial, attorney contacts and any other
information appropriate to enable the Guaranty Funds to fulfill their statutory duties upon
liquidation. This material shall be updated from time to time as appropriate.

1.4 “Company or Companies” refers to any domestic property and casualty insurance company in the
State of [state]where the Commissioner has determined the financial condition of such company

creates a material risk of Liquidation.

1.5 “Commissioner” refers to the Commissioner of Insurance of the State of [state].
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“Party” and “Parties” refer to the Commissioner, the Receiver, if appointed, the signatory Guaranty
Funds and the NCIGF.

“Receivership Court” refers to the [court with jurisdiction over the receivership]

“Receivership” refers to the rehabilitation or liquidation of any domestic insurance company in the
State of [state].

“Receiver” refers to [name of deputy receiver if appointed] or any of his or her successors.

“Covered Claim” shall have the same meaning as contained in the applicable statutes of the
Guaranty Funds.

II. Recitals

The Commissioner is responsible for the financial regulation of Companies. From time-to-time the
financial condition of one or more of such Companies creates a material risk of Liquidation.

Should a Receivership occur of a Company, the Commissioner may appoint a special deputy
receiver who will be responsible for the handling of such Receivership.

If the Receivership of a Company includes an order of liquidation with a finding of insolvency or
if other statutory requirements are met, the Guaranty Funds will have the responsibility for the
payment of “Covered Claims” arising from such Receivership.

The Parties agree that in order to properly prepare for any Receivership, to provide for a smooth
transition to liquidation should it become required, and in order to avoid delay in the payment of
“Covered Claims,” it is essential to share Confidential Information among them with respect to any
Company the Commissioner determines is at material risk of Liquidation.

It is agreed by the Parties that, subject to the Commissioner’s discretion, the Commissioner can
freely consult with the Receiver (if appointed), the Guaranty Funds, and NCIGF, with respect to
any Company, including but not limited to, the dissemination of Confidential Information and
Evaluation Material as defined herein. It is understood that such consultations are to be held in
strictest confidence and the Commissioner may, in his or her discretion, withhold the name of the
Company being discussed from the Guaranty Funds and the NCIGF.

The Guaranty Funds have determined that in order to protect consumers and to better fulfill their
mission (see cite to applicable Guaranty Funds’ statutes) it is necessary and proper for them to enter
into this Agreement and likewise it is necessary and proper for the NCIGF, as a membership
organization that supports the Guaranty Funds in their mission, to enter into this Agreement. The
DOI and Receiver have determined that this Agreement enables them to better serve the insurance
consumers in [involved states] and to better protect them from the adverse consequences of a
Company liquidation.

III. Use and Treatment of Evaluation Material

Subject to the terms of this Agreement, the Commissioner and Receiver will grant the Guaranty
Funds and NCIGF access to Evaluation Material as they determine is appropriate. The Evaluation
Material shall be used by the Guaranty Funds and NCIGF to determine potential obligations of the
Guaranty Funds, prepare for the possible assumption of such obligations, and to perform such
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statutory obligations in the event they become obligated to pay “Covered Claims” under policies
of insurance issued by a Company. The Guaranty Funds and NCIGF shall be allowed to copy such
Evaluation Material for their own use consistent with the terms of this Agreement.

The Guaranty Funds and the NCIGF agree to maintain the confidentiality of all Evaluation Material
provided to them, and of any privileges with respect to such information. The Guaranty Funds and
the NCIGF agree not to disclose any Evaluation Material to any person or entity, except as
expressly provided herein.

The Guaranty Funds and the NCIGF may share Evaluation Material with their respective counsel,
consultants or agents as they deem necessary, provided that such persons agree to comply with
terms of this Agreement, including but not limited to the remedies provided under Part IV. In the
event of a breach of this Agreement by any person to whom Evaluation Material has been provided,
the Party or Parties providing such information shall also remain liable for the breach.

The Guaranty Funds and the NCIGF agree that no Evaluation Material shall be provided to any
insurance companies or the owners, directors, officers, employees, agents, representatives, or
affiliates of any insurance companies, except as necessary to discharge statutory duties, for official
action or consideration by the Board of Directors.

In the event that the Guaranty Funds or the NCIGF are served with process seeking the production
of Evaluation Material, including but not limited to a subpoena or order of a court of competent
jurisdiction, an investigation by a government entity, or discovery demand issued in connection
with any action, the Guaranty Funds and NCIGF, as appropriate, shall notify the Commissioner
and Receiver in writing as promptly as practicable. The Guaranty Funds and NCIGF, as
appropriate, shall take reasonable actions to protect the confidentiality and, if applicable, the
privileged status of such information, unless otherwise requested by the Commissioner or the
Receiver. If a protective order or other remedy is not obtained prior to the date that compliance
with the request is legally required, the Guaranty Funds and the NCIGF, as appropriate, will furnish
only that portion of the Evaluation Material or take only such action as is legally required.

IV. Remedies

The Guaranty Funds and the NCIGF agree that money damages would not be a sufficient remedy
for a breach of this Agreement, and that the Commissioner or Receiver shall be entitled to equitable
relief, including injunctive relief, as a remedy for such breach. Such remedy shall be in addition to
all other remedies available at law or in equity, and shall not be deemed the exclusive remedy for
a breach of this Agreement. Any action to enforce this Agreement shall be brought in the
[appropriate court for the proceeding].

In the event of an action alleging a breach of this Agreement, the prevailing party shall be entitled
to reimbursement for its reasonable attorney’s fees. Any attorney’s fees awarded to the Guaranty
Funds or the NCIGF shall be handled as an administrative expense in the proceeding, subject to
[cite to applicable law]. Any attorney’s fees awarded to the Commissioner or Receiver shall be paid
from the Guaranty funds and NCIGF’s funds, and shall not be submitted as a claim in the
proceeding.

No failure or delay by any Party in exercising any right, power or privilege shall operate as a waiver
thereof. Any exercise of a right, power or privilege shall not be considered to preclude any other or
further exercise thereof.
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There shall be no liability on the part of the Commissioner or Receiver or the Company(ies) to the
Guaranty Funds or NCIGF relating to or arising from the Evaluation Material or any other
documents, material, information or communications provided under this Agreement.

V. Warranties and Representations

The Commissioner, the Guaranty Funds, and the NCIGF to the extent consistent with their statutory
and other obligations, shall in good faith cooperate and communicate promptly with each other
with respect to the performance of their duties under this Agreement.

The Guaranty Funds and the NCIGF represent that they have the authority to enter into this
Agreement and fulfill their obligations under this Agreement.

Each undersigned person represents that he or she is authorized to sign this Agreement on behalf
of the Party he or she represents.

The Guaranty Funds and the NCIGF understand and acknowledge that the Commissioner or
Receiver makes no representations or warranties as to the accuracy or completeness of any
Evaluation Material provided under this Agreement.

The Guaranty Funds and NCIGF understand and acknowledge that the Evaluation Material may
include information furnished by consultants, access to which will require additional agreements
with such consultants.

VI. Termination

This Agreement may be terminated at any time by agreement among the Parties or by any single
Party in writing with 30 days’ notice, provided that all Evaluation Material obtained prior to such
termination shall remain confidential, unless otherwise agreed by the Parties, and except as
otherwise provided by law. Further, this Agreement shall be terminated upon a determination in
writing by the Commissioner or the Receiver that the Company no longer presents a material risk
of Liquidation.

The Guaranty Funds and the NCIGF are permitted to use Evaluation Material in the manner and
for purposes described herein until delivery by the Receiver or Commissioner of a written notice
specifying the date of termination of this Agreement. Upon a liquidation order wherein one or
more Guaranty Funds are triggered this Agreement shall terminate in all respects without the
obligation to destroy Evaluation material or maintain it as confidential.

Except as provided in Paragraph 6.2, in the event of a termination of this Agreement, the Guaranty
Funds and NCIGF shall immediately undertake to destroy all Evaluation Materials, and all copies,
summaries, analyses and notes of the contents or parts thereof, and shall provide an affidavit
attesting to the destruction of all such Evaluation Materials being provided to the Receiver, if
appointed, and the Commissioner within 30 days after termination, and no part thereof shall be
retained by the Guaranty Funds or NCIGF in any form without the prior written consent of the
Commissioner or Receiver.
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VII. Miscellaneous Provisions

Nothing in this Agreement shall be deemed to create an attorney-client relationship between any
Party’s counsel and any other Party.

This Agreement shall be governed by and construed in accordance with the laws of the State of
[state of domicile of the insolvency].

This Agreement may be executed in multiple counterparts, each of which shall be deemed an
original for all purposes, and all of which together shall constitute one and the same instrument.

This Agreement shall be effective upon the date signed by each party and shall also apply to any
and all Evaluation Material that has previously been shared between the Parties.

All communications under this Agreement shall be in writing and shall be sent by email to the
addresses specified below. A copy of any such notice shall also be personally delivered or sent by
either first class registered or certified U.S. Mail, return receipt requested, postage prepaid, or by a
bonded mail delivery service, to the address set out below:

The Commissioner: The Receiver:
[name, address, phone, email address] [name, address, phone, email address]

Guaranty Funds:

[list of contact information for signatory
funds]

The Parties agree to meet periodically, at least annually, to discuss issues arising under this
Agreement and its implementation with respect to any specific Company.

[SIGNATURES OF PARTIES ON FOLLOWING PAGES]
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IN WITNESS WHEREOF, the Parties have executed this Agreement on this day of
,2019:

Commissioner
By:

Its:
Date:

Receiver (if appointed)
By:
Its:
Date:

NCIGF:

By:
Its:
Date:

Guaranty Fund:

Separate signature pages may be appropriate.
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