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DEFENDANT’S ORIGINAL ANSWER

Subject to his Motion to Compel Arbitration and Stay Proceedings which will be filed in
short order should Plaintiffs not agree to dismiss Plaintiffs’ Original Petition, James P. Corcoran,
(“Corcoran” or “Defendant”), files his Original Answer, as follows:

I. GENERAL DENIAL

Pursuant to Rule 92 of the Texas Rules of Civil Procedure, Corcoran generally denies
each and every material allegation in Plaintiffs’ Original Petition, demands strict proof of
Plaintiffs’ allegations, and to the extent that such matters are questions of fact, says that Plaintiffs

should prove such facts by such evidence as the law may require.

II. MANDATORY ARBITRATION

The Plaintiffs are bound to arbitrate all disputes they may have arising out of Corcoran’s
employment or termination of employment, including disputes regarding the application or

enforceability of the arbitration provision contained in his employment contract. Should
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Plaintiffs not agree to dismiss this litigation and proceed to arbitration, Corcoran will be filing a

motion to compel arbitration and stay or dismiss this proceeding.

III. AFFIRMATIVE DEFENSES

Subject to and without waiving the foregoing General Denials, Defendant asserts,
pursuant to Rule 94 of the Texas Rules of Civil Procedure, the following affirmative defenses
which, singly or in combination, bar Plaintiffs’ right to recover, in whole or in part, the damages

alleged in Plaintiffs’ Original Petition:

1. Failure to state a claim upon which relief may be granted;

2. Waiver, unclean hands, and estoppel;

3. Barred by an arbitration clause;

4. Plaintiffs’ fraudulent conduct;

5. Complaint is wholly and substantially frivolous and not advanced in good faith; and
6. All of Defendant’s actions regarding his employment were fair, reasonable, necessary

and appropriate based on Defendant’s business judgment.

IV. THE FACTS

The True Nature of This Action

1. This lawsuit is nothing more than an ill-advised, transparent strike suit by Plaintiffs in
an effort to diffuse the fact that they unlawfully terminated a whistleblower for reporting
improper conduct. Corcoran was hired by Continental Insurance Group Limited (“CIGL”) in
2015 for the express purpose of providing assurance to insurance regulators that CIGL’s parent
company, HC2 Holdings (“HC2”), and its chairman, Phil Falcone (“Falcone”), would have no

involvement in the day-to-day operations of any of the insurance companies HC2 was looking to



acquire. These regulators expressed significant concerns about Falcone based on his prior
admissions of wrongdoing with the United States Securities and Exchange Commission (“SEC”),
wherein Falcone and his advisory firm Harbinger Capital were charged, among other things, with
fraudulently obtaining $113.2 million from a hedge fund he advised and misappropriating the
money to pay his personal taxes, and other acts of misappropriation of client assets, market
manipulation, and betraying clients. Falcone ultimately agreed to pay more than $18 million in
penalties, admit wrongdoing, and be barred from the securities industry for five years, all as set
forth in an August 19, 2013 SEC press release. As set forth more fully below, one of Corcoran’s
primary roles as Chairman of plaintiff Continental General Insurance Company (“CGIC”) and its
parent company Continental Insurance Group Ltd. (“CIGL”) was to ensure that CGIC did not
run afoul of any regulatory requirements by permitting Falcone improperly to become involved
with and influence CGIC’s operations, which conduct would subject CGIC to significant
penalties, including the revocation of its certificate of authority to operate. But when Corcoran
on multiple occasions raised legitimate concerns with Falcone and HC2’s General Counsel Joe
Ferraro (“Ferraro”) regarding Falcone’s attempts to improperly influence CGIC and its officers,
which concerns Falcone ignored and instead continued his improper interference, Corcoran was
compelled to report such conduct to CGIC’s regulator, the Texas Department of Insurance. And
when Corcoran reported these facts to HC2’s board of directors (which is the ultimate controlling
entity over its 100% wholly owned subsidiary CIGL), HC2’s board of directors forced CIGL to
terminate Corcoran in retaliation. In their blatantly disingenuous effort to recharacterize their
retaliatory discharge as somehow a justified business decision, Plaintiffs literally make up facts

about an alleged “shadow” scheme in order to defame Corcoran and justify his termination,



notwithstanding the fact that their falsehoods have gotten the better of them, since their current

claims contradict CIGL’s prior admission that its termination of Corcoran was “without cause.”

Corcoran is Hired to Ensure Regulatory Compliance

2. InJuly of 2015, Falcone hired Corcoran to help facilitate and procure HC2’s
acquisition of CGIC, with the goal of leveraging Corcoran’s insurance expertise and reputation
for honesty and integrity into assuaging concerns that state regulators had with Falcone having
an ownership interest in an insurance company. In conjunction with Corcoran’s 2015 hiring,
HC2 filed an application with the Ohio Department of Insurance to acquire CGIC, which
acquisition was ultimately approved in December 2015. As part of that approval, Falcone was
required to sign a December 21, 2015 Consent Order (the “Ohio Consent Order”) with the Ohio
Department of Insurance in which he agreed that “no current or future member of the board of
directors of HC2 Holdings, Inc. or HC2 Holdings 2, Inc. shall serve as either an officer or board
member for Continental Insurance Group LTD, Continental Insurance, Inc. or the Insurer for a
period of five years.” As Falcone was both a board member and chairman of HC2, this Ohio
Consent Order was designed specifically to prohibit Falcone’s interference with CGIC.

3. Similarly, on August 1, 2018, the Florida Office of Insurance Regulation (“FLOIR”)
entered into a Consent Order (the “Florida Consent Order”) with CGIC and HC2. The Florida
Consent Order reflects that HC2, the ultimate controlling entity of CGIC, had disclaimed control
of CGIC. The Florida Consent Order also reflects generally that under the disclaimer, HC2, or

“any person associated with HC2” (except for Justin Myers in his capacity as a board member of

CGIC) will not exercise “any influence or control, either directly or indirectly over the business
operations, affairs, or activity” of CGIC or any entity owned or controlled by CGIC. This was

similarly designed so that Falcone, a person associated with HC2, would be prohibited from
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trying to influence or control either directly or indirectly the business operations, affairs or
activities of CGIC, no matter in what capacity he attempted to assert such influence or control.
Moreover, the Florida Consent Order notes that the representations in HC2’s Florida disclaimer
were material to the issuance of the Florida Consent Order, and that “failure to adhere to one or
more of the terms and conditions contained (therein) may result, without further proceedings, in
(FLOIR) suspending, revoking, or taking other administrative action as it deems appropriate
upon (CGIC’s) certificate of authority” in Florida.

4. Sharing the exact same concerns about Falcone’s interference with CGIC, the South
Carolina Department of Insurance (“SC DOI”) entered an Order on July 12, 2018 (the “South
Carolina Consent Order”) with similar requirements applicable to CGIC. In pertinent part, the
South Carolina Consent Order referenced the Disclaimer of Affiliation filed by Falcone, which
notes that on an ongoing basis he would have no role in the day-to-day operations of CGIC,
unless approved by the states of South Carolina and Texas. The South Carolina Consent Order
notes that the foregoing was a condition precedent for its approval of CGIC’s desired acquisition
of Kanawha Insurance Company (“KIC”) and that failure to comply would render South
Carolina’s approval “null and void”. Corcoran made this clear to Falcone in an April 23, 2018
email, where Corcoran relayed to Falcone that there were “concerns raised about you.”

Specifically, the South Carolina Consent Order provides:

As a continuing obligation of CGIC and in accordance with the Disclaimer of Affiliation
filed with the Department by Philip A. Falcone, Chairman, President and CEO of HC2, as
supplemented by proof of the discussion of these matters with CGIC’s Board of Directors
and letters from Mr. James P. Corcoran to Director Farmer and Texas Insurance
Commissioner Sullivan, Mr. Falcone shall not have any role in the day-to-day operations
of management of Kanawha or CGIC pre- or post-merger. Any subsequent change to the
statements/positions in these documents must be filed with and approved by the states of
South Carolina and Texas, respectively, before taking effect.



5. Sointegral was Corcoran’s involvement in CGIC’s efforts to acquire KIC that he was
required to submit a letter to the Texas and South Carolina Insurance Commissioners on May 23,
2018, reciting that the letter had been requested in relation to Falcone’s Disclaimer of Affiliation
dated May 23, 2018, and stating that Corcoran, as Executive Chairman of CGIC would direct all
decisions related to its operations and management. In approving CGIC’s acquisition of KIC,
both insurance regulators relied upon Corcoran’s letter of May 23, 2018 and Falcone’s
Disclaimer of Affiliation of May 8, 2018.

6.  Notably, in approving the merger of KIC with and into CGIC, the Texas Department of
Insurance (“TDI”) entered an order on July 31, 2018 that expressly recognized the South
Carolina Order as a prior fact underlying the Texas approval, as well as FLOIR’s continuing
jurisdiction over CGIC. In summary, any efforts by Falcone to interfere with or improperly
influence or intimidate CGIC was precisely what the Texas Insurance Holding Company Act, the
FLOIR Consent Order, and Order of the South Carolina DOI sought to prohibit, and violations of
their consent decrees would have significant negative consequences on CGIC. One of Corcoran’s

primary responsibilities was to make certain that this did not happen.

Falcone Decides to Sell CGIC and Instructs Corcoran to Handle it

7. In May of 2019 Corcoran met with Falcone to discuss, among other things, the
possibility of selling CGIC. They discussed concerns raised by the TDI regarding CGIC’s
affiliate investments and the fees earned pursuant to an investment management agreement and
the possibility that those fees would ultimately be substantially reduced. Corcoran also noted the
difficulties CGIC was having in finding insurers that would sell their books of long-term care to
it, in light of the fact that CGIC’s parent company HC2 did not have a sufficient financial

condition or an ability to contribute additional substantial funds if CGIC needed them. In
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addition, Corcoran relayed to Falcone that his prior history with the SEC consistently came up in
discussions with insurers and potential investors and was a recurring issue, and HC2’s ownership
of CGIC was creating a negative drag on the company. At that meeting, Falcone agreed that the
value of CGIC could be maximized under new ownership, and he authorized Corcoran to solicit
offers to buy CGIC, and directed him to conduct the process in a confidential manner, stressing
the fact that confidentiality was crucial so as not to have a market impact or disrupt CGIC
employees who would start to leave/look for another job if they knew the company was being
sold. In fact, the essence of Plaintiffs’ complaint -- that Corcoran conducted some type of
“shadow” process to sell CGIC -- is completely fabricated, as evidenced by the following facts.
8. As part of Falcone’s and Corcoran’s discussion to sell CGIC, Corcoran proposed that
his employment agreement be amended to provide an “Investment Transaction Payment” to be
paid if either a sale of or capital contribution was secured or initiated by him. Corcoran proposed
that he be paid of a portion of the Purchase Price. A series of emails between Corcoran and
Falcone, from July 3 through July 9, 2019 reflect these negotiations, and even include a draft
proposed amendment to Corcoran’s employment agreement. In the July 3 email, Corcoran
updated Falcone on the sale process, explaining, “As we discussed, at this point I am in
discussions with three potential buyers, two of which have substantial assets. In addition, the

299

Chinese deal seems to have ‘legs.”” Not only did Falcone acknowledge this, but in a responsive

email Falcone even negotiated further the terms of any fee for Corcoran.

9.  As the evidence will further show, Falcone was at all times fully apprised of and

engaged in the sale process.

- InaMay 21, 2019 email, Falcone inquired of Corcoran regarding the possible
purchase of CGIC or an investment from a potential Hong Kong buyer.



- InalJune 17,2019 email, Corcoran followed up with Falcone, inquiring “Did you get
a chance to draft something on the China deals?”

- InalJune 27, 2019 email, Falcone wrote to Corcoran in response to Corcoran’s email
noting the need to demonstrate that every affiliate transaction is credible and
reviewed by the Board of CGIC, with Falcone responding “Let’s just sell CGIC and
get it over with...I can’t deal with this nonsense anymore.”

- InalJuly 29, 2019 email, Corcoran informed Falcone of two potential buyers,
Searchlight and a Chinese investor, noting NDAs to be signed. The email also states:
“Texas has rejected the IMA, we need to discuss the approach and crystallize things
as soon as possible, especially if you decide to sell. We also need to discuss going
forward... modification of my employment contract.”

- Inan August 1, 2019 email, Corcoran notified Falcone that he had forwarded an NDA
to [a particular investor] with reference to the acquisition of CGIC.

Importantly, these emails prove that Plaintiffs’ claims to this Court that there was some type of
“shadow” campaign to sell CGIC are not only baseless, but are completely fabricated. In
addition, Corcoran coordinated all his sales/marketing activities with both Dave Ramsey
(“Ramsey”), CGIC’s CEO and also a member of the board of directors of CGIC, as well as
Danny Saenz, former Deputy Commissioner of TDI, and also a board member of CGIC who,

along with Corcoran, raised concerns with HC2 management similarly urging the sale of CGIC.

Plaintiffs Begin to Bristle at Corcoran’s Policing of CGIC’s Activities

10. Through the summer of 2019 Corcoran was doing exactly what he had been hired
to do — watching over CGIC and ensuring its compliance with all regulatory obligations. And his
efforts were being appreciated, as evidenced by an August 6, 2019 email to him from Falcone,
wherein Falcone stated, “Clearly, the entire team from Jim (Mr. Corcoran) on down is

performing extremely well. We keep it up and we will continue to be in a phenomenal position.”



11. When Corcoran raised concerns about certain activities relating to CGIC,
however, praise turned to scorn. Corcoran sent an August 27, 2019 email to Falcone and certain
CGIC board members reiterating prior concerns and objections he had raised to what was known
as the “KORR Transaction.” That transaction was, in essence, an attempt to forward a $12.5
million investment from the CGIC portfolio, which was meant to secure payments to long-term
care policyholders, to Casterdenn, a SPV entity which would have been controlled by Falcone
and his associate Ken Orr, whose history of violating securities regulations and money
laundering raised serious concerns (as explained in a September 14, 2004 SEC press release),
while attempting to bypass Corcoran and CGIC’s Board. Corcoran successfully stopped that
transaction, notwithstanding Falcone strongly advocating the deal, even calling Corcoran at his
home and while he was on vacation. Corcoran’s intervention in this attempted transaction was

critical to keeping CGIC from violating regulatory consent orders previously discussed.

12.  Realizing that he needed to escalate his concerns with regard to CIGC, on
September 26, 2019 Corcoran forwarded to Ferraro, HC2’s General Counsel, a comprehensive
memorandum with supporting exhibits, expressing his concerns and the concerns of certain other
members of the Board of Directors of CGIC regarding Falcone’s repeated improper attempts to
influence or interfere with CGIC’s day-to-day operations, especially concerning various
proposed affiliate transactions. In addition, Corcoran raised the concern that HC2 had made
inaccurate public statements regarding CGIC which potentially could be SEC violations. See the

September 26 memo, attached hereto as Exhibit 1.

13. Corcoran’s September 26 memorandum outlined his recommendation that “it is
prudent for all involved to make every effort to avoid even the appearance of impropriety while

exploring affiliate transactions that may be of mutual benefit.” And the memorandum made



clear that Corcoran’s intention in raising these concerns was to protect CGIC, a point that Ferraro
immediately acknowledged, stating his view that “I appreciate the fact that your email and
recommendations are intended to protect CGIC, HC2, and Mr. Falcone.” Ferraro’s admission is
merely another piece of evidence refuting Plaintiffs’ baseless assertions before this Court that
steps Corcoran took were designed to advance his own interests rather than CGIC’s. And along
those lines Ferraro even stated that he appreciated that Corcoran’s memorandum provided no
conclusions or speculation as to the nature of Falcone’s communications, but instead focused on
a desire to avoid any possible perception by a state insurance authority that Falcone’s

communications violated any of the Consent Orders.

14. The various consent orders were put in place to protect CGIC from HC2’s
influence, particularly when it came to CGIC’s evaluation of potential investments.
Unfortunately, they proved insufficient to stop Falcone’s attempts. For example, when legitimate
questions were asked concerning an investment that was being recommended for a broadcasting
company owned by HC2, Falcone responded in a September 4, 2019 email to Corcoran and
David Ramsey, CEO of CGIC, “This is a fu**ing pile of bull***t.” Corcoran responded on
September 5, 2019, explaining to Falcone the obligations under Texas law and that “Danny
Saenz and members of the Board of Directors have expressed concerns...” Although not well
received by Falcone, Corcoran’s explanation was both well-reasoned and in accordance with his

role to protect CGIC:

it is imperative that you understand the legal and regulatory obligations of CGIC, a Texas
domestic insurer. First, CGIC has a legal obligation to report its affiliate transactions to
the Texas Department of Insurance (TDI). We are not requesting TDI's approval of the
transaction but, rather, complying with the law to report the transaction to our domestic
regulator. Specifically, the proposed loan by Arena Investments to HC2 Broadcasting
will result in a weakening of the security position of CGIC. As such, this modification of
the original transaction will require reporting to the TDI. Not only is this a legal

10



requirement but, it is also in keeping with the commitment you and I both have made to
Doug Slape and his staff that CGIC would be fully transparent with regard to all
transactions with affiliates.

A Turning Point Had Been Reached

15.  As set forth previously, there is ample evidence of Falcone and Corcoran
discussing the prospective sale of CGIC from May through August 2019. However, after
Corcoran was forced to escalate his concerns about Falcone to HC2’s general counsel Ferraro on
September 26, Falcone became so angry that he thereafter pretended to be unaware of the sales

process, and tried to “set up” Corcoran as engaging in unauthorized activities.

16. On October 9, 2019, Corcoran emailed Falcone, noting “that Energy International
Investments would be forwarding a Letter of Intent to purchase CGIC, not to expect to exceed
$100 M. I anticipate others...” Then, on October 15, 2019, Corcoran forwarded Falcone an
email noting that CGIC had secured an appraisal from a company named Milliman, showing a
value for CGIC in excess of $500 million, noting it was to support a potential sale. Corcoran
asked Falcone “Do you want the ‘seller’s view support’ ultimately put out in the data room?”

Remarkably, Falcone responded that “we are not for sale.”

17. That same day Corcoran forwarded a second email noting to Falcone that at this
point there were four potential buyers that signed NDAs “consistent with our prior discussion.”
In response to that and the email regarding the Milliman report and potential buyers, Falcone
stated on October 15, 2019, “I’m not sure what you’re talking about data room for what?”

Continuing his charade, Falcone then wrote “Jim, I have no idea who you are talking with and no
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interest in selling at this point.” Corcoran responded “Phil, we discussed and you were aware of

the NDAs and China discussions.”

18.  In light of this exceedingly troubling development/tactic on Falcone’s part, that
same day, on October 15, Corcoran met with HC2’s General Counsel Ferraro and Chief Finance
Officer Mike Sena, and demonstrated to them with Falcone’s own emails that Falcone had been
fully aware of all sales discussions for months and was literally making things up. Ultimately it

was decided to continue the sale process but simply keep Ferraro well informed.

Falcone Continues to Interfere with CIGC

19. Despite Ferraro’s written assurances of September 27, 2019 that Falcone would
cease communications with CGIC, Falcone continued his improper conduct. For example, on
October 31, 2019, Falcone wrote to Corcoran and Ramsey to express displeasure with their
decision not to invest in the Fieldpoint Deposit Insurance Program, which was an investment that
he himself was advocating. Falcone wrote, sarcastically, but tellingly, “not that it’s any of my
business (as we only own 100%) but I understand you blocked opening up an account at
Fieldpoint...I didn’t know the firm could be that flippant about making money.” As a result, on
November 7, 2019, Corcoran advised Ferraro of Falcone’s actions and that he, along with board
member Saenz, believed that they had an obligation to disclose Falcone’s involvement with
CGIC’s investment decisions to the TDI, something that they had, until that time, wanted to

avoid.

20. Corcoran did not trigger TDI involvement, but rather Falcone’s actions (and
HC2’s inadequate response) did. Attached as Exhibit 2 is the November 7, 2019 memo (without

exhibits).
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Falcone Reverses Himself, Again, and Seeks to Sell CIGC

21. On November 13, 2019, Corcoran forwarded to Falcone correspondence from
Energy International Investment Holdings (which had been previously referred to as the Chinese

company), expressing an interest in purchasing CGIC. Falcone responded “OK. Happy discuss.”

22.  That same day, Falcone was aware that CGIC board member Saenz was coming
to New York to meet with him to discuss his concerns regarding Falcone’s conduct with
reference to Texas insurance law and the various state consent orders, and the fact that Saenz
was considering resigning from the board if Falcone did not respond to the issues raised in
Corcoran’s emails to Ferraro of September 26 and November 7, 2019. Falcone decided not to
attend. Nevertheless, Saenz recommended to Ferraro at that meeting that HC2 sell CGIC,
questioning CGIC’s ability to ensure compliance with the various consent orders. However,
being unsatisfied with the way the meeting went, Saenz and Corcoran concluded that they were
obliged to report their concerns to the TDI. Accordingly, Saenz scheduled a meeting with the

TDI on December 16, 2019.

23. On January 3, 2020 Corcoran was contacted by Avram Glazer (“Glazer”) of
CDIB Capital International, who inquired about buying CGIC. On January 8, after seeking and
obtaining Ferraro’s approval, Corcoran and Ramsey forwarded an NDA to Glazer. Glazer
subsequently replaced Falcone as Chairman of the Board of HC2, CGIC’s ultimate parent

company.

24, On January 8, and January 16, 2020, Corcoran forwarded emails to Saenz, noting,
among other things, that on January 8, 2020 CGIC would be responding to the January 2, 2020

TDI Letter of Examination and providing TDI with correspondence between Falcone and all
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affiliates of CGIC regarding potential affiliate investments or any investment that was referred to
CGIC for review by HC2 or its affiliates, including a string of internal emails dealing with
securities purchased by CGIC on February 14, 2018. This purchase raised significant concerns,
since CGIC purchased the securities from HC2 at $132.21 per share, when they had traded at $47
per share, resulting in CGIC paying HC2 $1.7 million over their value established in the over-

the-counter market.

25. On January 14, 2020, Ramsey and Corcoran forwarded to Ferraro a list of all the
potential bidders for CIGC (after any potential buyer signed an NDA, Corcoran had no or little
contact with potential buyers and all questions were handled by Ramsey and others, and most of

the potential buyers were not solicited by Corcoran).

26. On January 31, 2020, Falcone called a meeting which included Corcoran,
Ramsey, CGIC’s local counsel Skadden Arps, and HC2 board members to announce that he had
signed an exclusive Letter of Intent with a “mystery buyer,” and directed Corcoran and Ramsey
to close the data room and have no further discussions with any potential buyers. At the meeting
Falcone stated that he agreed with Corcoran that he should sell CGIC, but then volunteered “I

did nothing wrong.”

27.  Falcone directed that any contact with potential buyers should be handled by
Ferraro, and Corcoran fully complied. Subsequently, one of the potential buyers reached out to
Corcoran on February 3, 2020, and Corcoran immediately referred him to Ferraro. That same
prospect again reached out to Corcoran with an offer of $80 million to purchase CGIC, and

Corcoran again immediately referred him to Ferraro.
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28. On February 27, 2020, the law firm Ropes & Gray, who was hired by Corcoran to
provide independent legal advice to the unaffiliated directors of CGIC (meaning, independent
directors who were not also on the HC2 board of directors) forwarded to the HC2 board of
directors a letter outlining certain inaccurate public statements made by HC2 regarding CGIC. A
copy of the Ropes & Gray letter to the board of directors of HC2 Holdings is attached as Exhibit

3.

The TDI Interview and Corcoran’s Termination Thereafter

29. On March 12, 2020, Corcoran was interviewed by the TDI with reference to a
Limited Scope Examination focusing primarily on Falcone’s and CGIC’s affiliate investments.
On March 13 Corcoran forwarded to the board of directors of HC2 a comprehensive
memorandum regarding TDI’s examination of CGIC, summarizing what was discussed, and
outlining serious compliance concerns regarding Falcone. See the March 13, 2020 Board letter,

attached as Exhibit 4.

30. On March 19, 2020, the law firm of Cadwalader, on behalf of HC2 board
members, responded to Corcoran with what has been described as a twelve-page “kitchen sink
blunderbuss.” Notwithstanding, the HC2 board members acknowledged that Corcoran formally,
constructively, and repeatedly raised in writing to HC2 management CGIC’s concerns over
Falcone’s communications. Importantly, at no point in this twelve-page letter was Corcoran
accused of any “shadow” campaign or conspiring to “steal” CGIC, which is obviously a mere
contrivance by Plaintiffs before this Court in order to impose upon Corcoran the costly
obligation to defend a lawsuit in Texas arising out of an employment agreement which compels

arbitration in New York.
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31. Ropes & Gray responded to Cadwalader and HC2 in a comprehensive March 30,
2020 letter, pointing out that “as directors of an insurance company, CGIC's Board of Directors
were required to evaluate affiliate transactions from the perspective of whether the transaction is
in the best interest of CGIC and its policyholders, not from the perspective of HC2.” See Exhibit
5 attached hereto. Just three days later, on April 2, 2020, Wayne Barr, a member of the board of
HC2, called Corcoran and informed him that the board of directors of HC2 was terminating his
services. That the same day, CIGL, the 100% parent of CIGC, and wholly owned subsidiary of
HC2, sent a formal letter terminating Corcoran (HC2’s board of directors is the ultimate
controlling person of CIGL, and as such directed his termination). Importantly, despite the
purported litany of wrongdoing that the Cadwalader letter accused him of, CIGL could find no
cause to terminate Corcoran, and had to admit in the termination notice that they were

terminating him “without cause.”

32.  With regard to the TDI examination, while Corcoran was interviewed on March
12, 2020, the pandemic obviously impacted the process. However, the examination remains
ongoing, and the TDI recently interviewed CGIC’s chief financial officer as part of this ongoing

investigation.

V. PRAYER

WHEREFORE, PREMISES CONSIDERED, Defendant James Corcoran respectfully
requests that Plaintiffs have and recover nothing by Plaintiffs’ action, that judgment be entered in
his favor as to the claims made by Plaintiffs, and for such other and further relief to which he may

be justly entitled.
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Dated: June 22, 2020

Respectfully submitted,
HAYNES AND BOONE, LLP

/s/ Martin J. Murray

Martin J. Murray

State Bar No. 24079951
Murray & Di Bella, LLP
5 Penn Plaza, 15th Floor
New York, NY 10001
Tel: 212-725-2044

Fax: 631-367-3939
mjm(@murraydibella.com

Leslie C. Thorne

State Bar No. 24046974

Leslie. Thorne@haynesboone.com
J. Iris Gibson

State Bar No. 24037571
Iris.Gibson@haynesboone.com
HAYNES AND BOONE, LLP
600 Congress Avenue, Suite 1300
Austin, Texas 78701

Telephone: 512-867-8400

Fax: 512-867-8470

ATTORNEYS FOR DEFENDANT
JAMES P. CORCORAN
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing document was served on the
following counsel of record in accordance with the Texas Rules of Civil Procedure on this 22"
day of June 2020.

Sara C. Clark

Quinn Emanuel Urquhart & Sullivan, LLP
Pennzoil Place

711 Louisiana St., Suite 500

Houston, TX 77002
saraclark(@quinnemanuel.com

Alex Spiro

Jonathan E. Pickhardt

Quinn Emanuel Urquhart & Sullivan, LLP
51 Madison Avenue, 22nd Floor

New York, NY 10010
alexspiro@guinnemanuel.com
jonpickhardt@gquinnemanuel.com

Allison L. McGuire

Quinn Emanuel Urquhart & Sullivan, LLP
1300 I St. NW, Suite 900

Washington, DC 20005
allisomncguire@Quinnemanuel.com

Counsel for Plaintiffs Continental Insurance
Group Ltd., Continental LTC Inc., and
Continental General Insurance Company

/sl J. Iris Gibson
J. Iris Gibson
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James P. Corcoran

===

From: James P. Corcoran [jpcorcoran@)jpcorcoran.com]
Sent: Thursday, September 26, 2019 1:58 PM
To: ‘Joseph Ferraro'
Subject: Florida Office of Insurance Regulation Consent Order and Affiliate Communications - PRIVILEGED &

CONFIDENTIAL
Attachments: APPENDIX A.docx

PRIVILEGED & CONFIDENTIAL

Joe,

| am writing to you to express concern with communications the Chairman, President, and CEO of HC2, Phil
Falcone, has sent to me, other members of the Board of Directors of CGIC (the “CGIC Board”), and
executive officers of CGIC. This concern exists due to the communications occurring in the context of
various proposed affiliate transactions and in light of the consent orders of (a) the Florida Office of Insurance
Regulation (“FLOIR”) and (b) the South Carolina Department of Insurance, to which CGIC and HC2 is
subject.

The Consent Orders

On August 1, 2018, FLOIR entered into a Consent Order with CGIC (the “Florida Order”). The Florida Order
reflects that HC2, the ultimate controlling person of the Company, has disclaimed control of CGIC. The
Florida Order also reflects generally that under the disclaimer, HC2, or “any person associated with” HC2,
except for Justin Myers, will not exercise “any influence or control, either directly or indirectly over the
business operations, affairs, or activity” of CGIC or any entity owned or controlled by CGIC (and licensed by
the state of Florida). Clearly Phil is a person associated with HC2 and any attempt by him to influence or
control either directly or indirectly the business operations, affairs or activities of CGIC are barred by the
Florida Order no matter in what capacity he attempts to assert such influence or control. Such activity is
precisely what the Texas Insurance Holding Company Act, the FLOIR Consent Order and Order of the
South Carolina DOI seek to prohibit. If any of the regulators that oversee CGIC perceive any attempt to
influence, control or intimidate the Board of an insurance subsidiary on behalf of the interest of the parent,
this will raise serious regulatory concerns. Under the disclaimer, such control other than by Justin Myers
may only obtain with FLOIR’s advance written consent. Moreover, the Florida Order notes that the
representations in HC2's Florida disclaimer were material to the issuance of the Florida Order. The order
also provides that “failure to adhere to one or more of the terms and conditions contained [therein] may
result, without further proceedings, in [FLOIR] suspending, revoking, or taking other administrative action as
it deems appropriate upon [CGIC’s] certificate of authority” in Florida.

The South Carolina Department of Insurance (“SC DOI”) entered an Order on July 12, 2018 (the “South
Carolina Order”) with similar requirements applicable to CGIC. In pertinent part, the South Carolina Order
referenced the Disclaimer of Affiliation filed by Phil, and notes that on an ongoing basis Phil shall have no
role in the day-to-day operations of the Company, unless approved by the states of South Carolina and
Texas. The South Carolina order noted that the foregoing was a condition precedent for its approval of
CGIC’s acquisition of Kanawha Insurance Company (“KIC”) and that failure to comply would render the
South Carolina’s approval “null and void”.

Notably, in approving the merger of KIC with and into CGIC, the Texas Department of Insurance (“TDI")
entered an order on July 31, 2018 that expressly recognized the South Carolina Order as a prior fact
underlying the Texas approval as well as FLOIR’s continuing jurisdiction over CGIC.
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Automated Certificate of eService
This automated certificate of service was created by the efiling system.
The filer served this document via email generated by the efiling system
on the date and to the persons listed below. The rules governing
certificates of service have not changed. Filers must still provide a
certificate of service that complies with all applicable rules.

Lori Mitchell on behalf of J. Iris Gibson

Bar No. 24037571

lori.mitchell@haynesboone.com

Envelope ID: 43923920

Status as of 06/22/2020 14:06:54 PM -05:00

Associated Case Party: JamesP.Corcoran

Name BarNumber | Email TimestampSubmitted | Status
J Iris Gibson iris.gibson@haynesboone.com 6/22/2020 12:12:33 PM | SENT
Leslie Thorne Leslie.Thorne@HaynesBoone.com | 6/22/2020 12:12:33 PM | SENT
Lori Mitchell Lori.Mitchell@haynesboone.com 6/22/2020 12:12:33 PM | SENT
Martin Murray | 24079951 mjm@ murraydibella.com 6/22/2020 12:12:33 PM | SENT

Case Contacts

Name BarNumber | Email TimestampSubmitted | Status
Cristina Zuniga cristinazuniga@quinnemanuel.com | 6/22/2020 12:12:33 PM | SENT
Allison L.McGuire allisonmcguire@quinnemanuel.com | 6/22/2020 12:12:33 PM | SENT
Alex Spiro alexspiro@guinnemanuel.com 6/22/2020 12:12:33 PM | ERROR
Sara Clark saraclark@quinnemanuel.com 6/22/2020 12:12:33 PM | SENT
Jonathan E.Pickhardt jonpickhardt@quinnemanuel.com 6/22/2020 12:12:33 PM | SENT
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