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IN THE UNITED STATES DISTRICT COURT ECEIVED
FOR THE DISTRICT OF SOUTH CAROLINA zmg
oct 30
QEME COURT

Tower Street Management, Inc., C/A: 3:17-1781-JAC. SuP

Plaintiff,
V. ORDER
KnightBrook Insurance Company,

Defendants.

This matter is now pending before the Supreme Court of South Carolina upon
certification of a question of law from this court. The parties have returned to this court
asking this court to supplement the record before the South Carolina Supreme Court. Each
party has suggested a large number of documents that they suggest are necessary in deciding
the certified question.

Upon review of the documents proposed to the court, and after reflecting upon the
issues presented in this case and the court’s certification order, this court is of the oi)inion
that most, if not all, of the documents sought to be added to the record are not necessary for
the Supreme Court’s determination.

This court does determine that the Finder’s Fee Agreement (ECF No. 1-1,p. 8-11) and
the Letter of Intent (ECF No. 48-9) may be helpful and therefore should be added to the

record. The court will, contemporaneously with the entering of this order, forward those two



3:17-cv-01781-JFA  Date Filed 10/30/19 Entry Number 88 Page 2 of 2

documents to the South Carolina Supreme Court. To the extent both parties request

additional documents be added to the record, the motion is respectfully denied.

IT IS SO ORDERED.
October 30, 2019 Joseph F. Anderson, Jr.
Columbia, South Carolina United States District Judge
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Tower Street Capital Management, Ine. v. KnightBrook Insurance Company

EXHIBIT A
Finder’s Fee Agreement
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TOWER STREET CAPITAL MANAGEMENT

1205 West Colonial Life Boutevand, Cotumbls, SC 29210 (808) 397-4814

Decamber 14, 2011

Mr, Rrlo D, Jarvis
4751 Wilshire Blvd,
Los Angelea, CA 90010

REY FINDER'S FEX AGREEMENT

‘Dear Mr, Jaryls;

mmAmhmmdhhuofm.mmn (this “Agrecenent™) by and betweon
KnightBrock Insurance Company end afflllats companies (KnightBrook™), having it principal plsce of
businoas &2 4751 Wilihire Boulovard, Los Angeles, CA 90010 AND Tower Street Capital Management, .
Ino, (“Flodee™), haviog its- p'lmlpul placo of businoss at 1208 W, Colonial Lifo Bivd, Commbll. BC
19210

WHEREAS, the FINDER leed XNIGHTBROOK to DGU lInsurance Associates (“program
adminixratnr®) who s gecking a camier to take risk on two [nsurance programs (Bqulty Protection
Program & Second Mortgage Protection Program) .

WHEREAS, FINDER's introduotion leads KNIGHTBROOK to program administrator t sarve a3 the
new progrem sdminltrator’s nsuranos oarrier; and

WHEREAS, KNIGHTBROOK agreea to compensats FINDER for the introduction services pravided,

NOW, THEREFORE, In considertion of the promises and mutual covenamta e forth borein, the partics
agroo as follows:

1. In exchangs for Identifying and Introduolng mmrmnoothm sdministryior,
mmmmooxmunznmmmﬁrmammmr.
a8 the tramaction (“Transaotion"™), KNIGHTRROOK shall pxy FINDER a feo per the following
ssheduls until tha tims that Kalghtbrook Agency (as provisknaily idextifisd m “Newoo™ In the
Lettar of Intent dated 5/1/11 and agreod to by Cone & Boylston and Knightisook) in eetablished.
At such thme Cons & Boylston will ccntinue to bs compensatid fur the Transstion, but subject
to the Newoo oparating agresment. Untll that time, KNIGHTBROCGK agreps fo pay:

» 2% of tho Grosa Written Premium oa bath programs

TOWER BTREEY CAPITAL MANAGENENT, INC.
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2. KNIGHTEROOK acknowledges the following:

& FINDER has not conductsd any due diligence with respect o the programadministrator
or the ownary thareof: )

b Al information provided so ENIGHTBROOK which pestains to the program
sdmiohireics hes been propared by the progmm adminivrator wihein any independent
verification by FINDER; and

o. FINDER makes 2o represenistion or warranty 3 to-the scourasy of any information
prepared by the program administrator o a8 to whethar XNIGHTBROOK will be
sultable to act ax a purchase for any potentia] progrem edministrator,

3, This Agreement reprosents the entire agreement of the parties snd supersades any and all pricr or

contemparaneous written or orl agroements between KNIGHTBROOK and FINDER. Thh
agroement may not be amsaded excopt in writing and signed by both partles,

4. This Agroement ghall be binding on the helrs, assigns, and sucoessom of both KNIGHTBROOK

atd FINDER, rogpectively,

5. KNIGHTBROOK aud FINDER understand and agres that neither party shall be considered to be

the agent of tha other for any purposs whatseever and that nalthar bas the suthority to entor Lnto
&ny cantract, saxmms any obligation or to maks any warranties of representxtions on behalf of the
other, '

6, KNIGHTBROCK agrees to [ndamnlfy and save FINDER, ity affilistes and all respective

direoton, cofffoers, ecooployoes, and agents (collectively, tho “Indemnified. Partfes” and
individuslly, an “Indamnified Party™) harmless from and agalost any znd all loases, claims
acticns, sults, procsedings, damsges, Judgments, assessments, demends, costs, expenses, snd
cther lsbillties of whatsosver nature or kind, and KNIGHTBROOK will reimixoss each such
Indemnlified Pasty for all reasonablo fees and expenass (including, witkout limfation, ressonabls
eftoraey's focs and expenses, and court corts) aa thay are Incurrod In lavestigating, preparing,
pursuing, or dafending any claim, astica, mult, procoeding or lnvestigation, whether of not an
Indemnified Prrty in a party, relating to or arlsing out of or in connaction with (i) the introduction
mlmmdudbynmdmlﬁdmmmmhAmnnme
Introduction services; (1i) sotions taken by or omitted to be taken by KNIGHTBROOK cr any
affillztes, employees, directors, officers, purtners, represeniatives, or agents of KNIGHTBROOK
in .compoction with any Tranmction contoepiated by this Agreement, end (H) apy untrue
stetement or alleged untrys statement of o materfal Mot contalned in any document furnished by
KNIGHTBROOK to tho progmm sdminirtrator, and any omicsion thersln, in light of the
clrcumstancoy onder which they are mads, not miatesding,

TUER STREET CAPTIAL MARADEMENT, T,
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7. The term of this Agroemont ehall commence ot the date firt written above between
KNIGHTBROOK and FINDER. Nowwithstanding tite foregoing, elther pasty iy torminxtn this
Agreement upoa ten (10) days prior notios to the other party. However, KNIGHTBROOK's
obligations pursuant to paragrwphs 1, 2, 6, &nd 7 hareof will survive the completion of cur
engagement horeunder in accordance with the terma of those respootive pempraphs, mmy
withdrawal or termination of any Trsssaction or declsion ot to proceed with any Tranzsaction or
ths explry or other teemination or purported tarmination of tis Agreement,

B, This Agreement shafl be governed by and contrued [n ascordsncg with the laws of the Stats of
South Carolina, without regard to the eppHoxtion of prinaiples of conflict of lxwn of that Stxte,
Ths paties bereby agres to the sxolusive juriadiction of any stto o federal oot located in the
Strte of South Carolina for the resolution of any disputes raialng Imsume rogarding the
construstion, meaning or mforcemsnt of the terms of this agroament end walve any objection that
(1) elther court i an Inappropriats or Indenvealent forum to resolvo such dlsputes, or (i) that
olther court lacks pereonal Jurisdictlon over ht. In addition, the partles harelhy mutually agree to
walve ey rights they may othorwise have to tria! by Jury of any and all such clzims.

If you are In agreement with the outline above, please sign belaw end return to us at your earliast
conveniense,

I you havo any questians, please let us know.

Stncerely,

TOWER STREET CAPITAL MARABEMENT, INC.
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IN THE UNITED STATES DISTRICT COURT
DISTRICT OF SOUTH CAROLINA
COLUMBIA DIVISION

Tower Street Capital Management, Inc.,,
Plaintiff,
vs.

KnightBrook Insurance Company,
Defendant.

Civil Action No.: 3:17-cv-1781-JFA

Exhibit 8
Letter of Intent
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KNIGHTBROOK

ENSUR ANCE COMPANY ™ -

. . A ERELI BLVD,
September 1, 2011 suITt Lf)
118 ANGY LLS. CA Yt
rBAR A AT
138241
. LAIGITTBRNIR.COM
Mr. Madison Cone

Mr. Reginald Boylston
1201 Coloninl Life Boulevard West
Columbia, SC 29210

Re:  Letter of Intent.
Dear Messrs. Cone & Boylston:

We have colleclively discussed the movement of varivus books of insuranee business (“Programs™) w
KnightBraok Insurance Company (*KnightBrook™). These Programs muy be classifted as “Fronted”, or
“Al Risk™ Progrmms. The Program oppotiunities arise fram your existing relationships with rhe producers
of the Program business. In addition, we have discussed (he development of a munaging general agency
and third party adminisirator ("MGASTPA") to manage the business of one or more Programs. with the
most imminent MGA/TPA opportunity relating to 8 workers” compensation book of business produecd by
Dallns National Insurance Company. This letfer (the ~LOI™} serves to indicate our mutual desire to enter
it & formal arrangement and agreement 1o acernplish (hese goals upon mutually agreeable terms,
Except as expressly set forth herein. this LO{ is not intended as a binding agreement between us, but. if its
ters wre Satis{actory, it shall serve to set forth our mutual understanding that we will work diligently, in
good faith, and exelusively with ezch other, towards the execution of one or more definitive apreements
that will contain the terms set forth herein {1he “Definitive Agreements™).

. Newco:

A new business entity will be created (provisionally identitied as “Newco™) which will be owned 3046 hy
KnightBrook or a KnightBrook affiliate. 45% by Madison Burns Cone ("“Cone™), 3% by Reginnld Wyan
Boyluon ("Boylston'™). Neweo will serve as an MUA/TFA o directly manage the business of one or

mare Programs. and will alsa provide oversight ol Fronted or At Risk programs on behalf of
KnightBrook,

2. Newco Directors and Offjeers;

KniginBrook shall appoint 50% of the Board. and Cone and Boy/ston shall collectively appoint 0% of
the Bowd. The officers shall include Cone as President. and Boylston as Executive Viee Prestdent

3. Newco Roevenue:

Neweo will generate revenue either directly as an MGASTPA. or as a percentage of profif renlized hy
KnightBrook on Fronted and At Rish programs, as follows:

t00% of MGAJTPA revenue:
e 25% of the profit realized by KnightBroak on the Fromed Program with Dallas National

Insurance Contpany:
DEFENDANT’'S
EXHIBIT

s 20% of'the realized profil on all other Fronted Programs:

»  20% of the realized profit on all At Rish Programs.
CONFIDENTIAL KNIGHTBROOK 000138



3:17-cv-01781-JFA  Date Filed 10/30/19 Entry Number 88-2 Page 3 of 5
3:17-cv-01781-JFA  Date Filed 12/28/18 Entry Number 48-9 Page 3 of 5

Mesws, Cune & Huylstan-
September 1, 2011
Psage 2 of'd

4. Payment of Prafit Share:

Fronted Programs; "Newco will be paid profit share percentages on ull Fronted Programs at ihe end of°
gach month in which premium which is subject to a fronting lee is written,

At-Risk-Programs: Newceo will be paid profit sharé percentages on all At-Risk Programs through a

sliding scale; dependent upon the loss peiformance of the subject business. A portion of the profil share

will be paid monthly, based upon a loss pick agreed to by the parties. The remaining portion of the profit

share will be paid out quarterly over 2 perfod of time {ollowing the end of the [irs! year of business, which

will be based upon the inception-to-date actuil loss ratio of the subject Program. Such profit sharing may: i
be condllluned upon the achievement of productivity goals achieved by. Nawco.. and éurhject to forfeitare )
upon termination of the relationship between the parties.

Reulized Profit of Kniﬁhthuk will be the KBIC Gross Profit, as calculated in the examples on the
accompanying spreadsheet.

3. Newco Expenses:

MGA/TPA: All expensesof Newco relating to MGA/TPA business will be borte by Newca,
KnightBrook will fund Newco with startup expenses until Neweo begins generating sufficient revenue to
support its expenses. Theye sturtup expenses will be credited to KnighfBrook before any profi split
amony Newca’s ownership is made. Startup expenses are currently estimated at between $500.000 and
$2,000,000, which zmount-may be fixed, modified, or supplemented in a mutually sgreed-upon budget
and business pfan. Such expenses may ba conditioned npon the achievement of productivity roals
achieved by Newen,

Fronted-and At Risk Programs: Casts and expenses of Newco reisting to the oversight and management
of Fronted and At Risk Programs will be boriie by KnightBrook on a cost-reimbursed basis, and subjecl
to agreed-upon hudgets. Such expenses will be allocated-among, the varfous Programs and shall reduce

the profitability of such Programs at the KnightBrook level prior 10 determininy the Newco profit share.

6. Leen I.Fees:

In the event that Neweo shali become subject to & legal action against it arising from the prior
¢niployment of any management employees of Newco by Companion Property & Casualty Insurance
Company, o its parents or affiliates, Newco shall bear the expenses of defending such legal nction. Prior
to execution of the definitive agreements, KnightBrook shall be given opportunity to canduct such due
diligence and legal analysis to-satisfy itself as 1o the nature and extent of such potentidl legal liability.

- 7. Distribation of Neweo Pivfits:

Dishursements of profits to the shareholders of Newco may be made as agreed-upon by the shareholders,
no fess often than annually, pro-rata with thetr respective shareholder interests. Neweoe will be subject Lo
an annual financial andit.

CONFIDENTIAL KNIGHTBROOK 000132
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Messrs, Cone & Boylston
Seplember 1, 3011

Page 3 0F 4
B. Programs:

Phase ! Programs: It is anticipated that the {iitial Programs to be implemenied will be the programs
identified as:

|. Dallas National Fronting Programs, with MGA & TPA service:
2. All-Star Fronting and At Risk Programs;
3. DGU At Risk Programs;

Rach Phase | Program will be subject to the approval of KnightBraok, who will diligently review each
Program consistently with its established program underwrmng protocols. Upon approval of'each
Program, l\mghlBrook will increase its capital and siirplus in the-amoiints necessary ta stipport each
Program while maintaining nghthoL's caputahmion at levéls sufficient to. satisfy KnightBrook's
regulatory requirements and jts A- AM-Best rating. We anticipate that the requisite due diligenee on the
Dallas National Workers Comp Fronting Program shall begin lmmcdtal.ely_ upon_execution of this LOL
and shall be completed prior to execution of the Definitive Agreements,

Additional Programs: Additional Programs presented to. KnightBrook by Cone and Baylston..or o be
presented to KnightBrook in the future by Neweo,.will also be supported upon the approval of
KnighiBrook on a Program by Program basis. in a'manuer consistent with KnightBrook®s established
program underwriting protocols.

9. Future lusurance and Reinsurance Participation;

Ir- the event that Cone and Boylston shall form an insurance or reinsurance corpany. KnightBrook agrees
that such company may participate in the reinsurance or fronting of the Brograins, as may be mutuaily
agred-tpon. by the parties, -

19, Additional Conditions;

a. KnightBrook's satisfactory completion of its due diligence of the Phase 1 Programs prior fo
elosing:

b. KnightBrook's satisfactory completion of its due ditigence of Cone and Boylston, to fuclude,
without " fimitation, background investigations, credit investigation, and personal and
professional referrals;

¢ The negotiation and execution of the Definitive Agreements acceptable to KnightBraok,
Cone, and Bdylston, containing térms. conditions, representations and warraniies and
indemnification customdry for transactions of this nature:

d.  Prior 1o the cldsing of this transaction; Cone and Boylston will conduct business operations in
the ordinary course of business. In the event of a material adverse change in the subject
Programs. Cane and Boylston will promptly natifyy KnightBrook:

e. This LOI will automatically be withdrawn and cancelled on the earlier oft (1) 60 days
following the execution of this LOT by Cone and Boylston, unless Lhe parties mulually agree
in writing to an extension of such date; (2) the execution of the Definitive Agreements; or {3}
the mutual writien agreement of the parties;

CONFIDENTIAL | KNIGHTBROOK 000140
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Messrs. Cape & Boylston
Sepiémber L 201
Pape 20l

f.  Neither party shall disclose the existence of this LOI nor the pendeney of our negotiations, 10
any media or public forum without the prior written consent of the ather, eXcept.as may be
#équired by applicable law, regulation or self-regnlating body The timing and content of any
anncuncements, press reledses or public statements concerning the proposed acquisition or
the bilier transactions contemplated hereby will be by mutual agreement;

g, Until the expiration of this LO1, Cone and Boylston agree they will not, individually or
collectively, take any action to solicit or support any proposal or offer from, furmish any
infarmation 10, or pamcipm in any negotiations with any enlity {other than Kmbhleok)
regarding movement of the Prog.rams or the subject matter of this LOl and any such
negotiarions currently in progress will be teérminated or suspended during such period:

h. The parties will pay (lieir own;costs and. expenses incurred in connection with the praposed.
transactions, including alt legal, accounting”and financial advisory fecs aind expenses.
whether or not the acquisition is consumimated;

i,  This Letter is a statement of the intentions of the parties and, except for the provisions of
Parapraphs 10.f, 10.g, 10.h, 10.1, and 10.j (which are intended to be binding). is not intended
to bé a legally binding agreement or to create any rights in favor of any of the parties with
respect to the proposed asset parchase or the otfict trarisactions contemplated hereby, and no
party shall take any action or fail to take action in detrithental rzliance uitil the Agreement is
prepared. approved, and signed by all authorized representatives of all parties invalved. The
alligations of the pames 10 consummate the transactions hereby shall be subject in afl
respectsto the negotiation, execution end dehvely of the agreenients referred to above and fo
the satisfaction of the tonditions contained therein, and none of the_ parties hereto shall have
any liability to any of the othets if the parties fail for any reason to execute agreements: and

J- The paities agree that atl information exchanged to date and information and knowledge
gathered during:the due diligence process will be kept confidential.

Upon the signing of this LOI by Cone and Boylston. KnightBrook is prepared to immediately commence
due diligence and nepotiation of the Definitive Agreements.

If“this LOI is acceptable-to you, please sign and return one copy to the endersigned witiiin five ()
busincss days,

fﬁﬁaj;wis. President

CONFIDENTIAL KNIGHTBROOK 000141




