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Existing contingency prevents liquidation

A private investment fund has completed its investment
program and all portfolio investments have been sold. In
connection with the sale of one of its portfolio companies,
the fund retained the obligation to indemnify the buyer for
certain contingent liabilities that the buyer of that company
was unwilling to assume. While the probability of the
indemnification obligation being called upon is quite low,
the fund manager is required to reserve for the full amount
of the indemnification obligation until the obligation
expires in two years, and thus cannot make a final
distribution. As a solution, a LiquidationGap® policy may
be obtained by the fund to meet the reserve requirement
and allow the fund to make a final distribution.

Release of an escrow

The buyer of one of a private investment fund’s portfolio
companies retained access to an escrow that could be
utilized to satisfy certain liabilities identified at the time the
transaction closed. While the date for the release of the
unused portions of the escrow to the fund has passed,
the buyer is taking an extremely conservative view of the
liabilities and is unwilling to release the escrow fund. The
fund manager wishes to terminate the fund and make

its final distribution. Attempts to negotiate a compromise

settlement have been unsuccessful. The buyer indicates
that it requires a full indemnity for the amounts held in
escrow before it will release the funds. The fund and
buyer may negotiate the release of the escrow on the
condition that a LiquidationGap® policy is purchased

for the benefit of the buyer to respond in the event the
contingent liabilities crystallize into loss to the buyer,
thereby allowing the fund to wind up.

Contingent liabilities relating to a settlement

One of a private investment fund’s portfolio investments
became insolvent 18 months after it was acquired. In
contentious bankruptcy proceedings, the fund and its
general partner were named in protracted litigation as the
controlling persons of the portfolio company. The litigation
was settled and releases were exchanged between most
parties. There were parties to the litigation, however, that
could not be found and did not sign releases. The general
partner is unwilling to permit liquidation of the fund
because of concerns about claims being made against the
fund if these parties ever attempted to claim against it for
the released matters. A LiquidationGap® policy may be
obtained by the general partner to respond in the event
that claims are made against it for the released matters,
allowing the fund to liquidate.
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Outstanding indemnification obligation

prevents liquidation

A private investment fund has completed the sale of all
of its investments but cannot make a final distribution
because of continuing indemnification obligations that it
has to the buyers of two sold portfolio companies. Until
these indemnification obligations expire, the fund must
hold back adequate assets to cover those obligations.
A LiquidationGap® policy may be obtained by the fund
to meet the hold back requirement and allow the fund
to make a final distribution.

Ambridge Partners LLC, 1140 Avenue of the Americas, 5th Floor, New York, NY 10036 T: 212.871.5400, W: www.ambridge-group.com

Ambridge Partners LLC (which in CA does business as Ambridge Insurance Solutions West, LLC, License number OL45420) (“Ambridge”) is a managing general
underwriter of Transactional Insurance, Specialty Casualty, Management Liability, Professional Liability, Cyber and Reinsurance products, and part of the Ambridge Group
of companies. We have authority to enter into contracts of insurance on behalf of Lloyd’s Syndicates BRT 2987 and BRT 2988 which are managed by Brit Syndicates
Limited. This material is intended to provide general information about Ambridge’s products and services. For a full and complete description of coverage terms and
conditions please review the insurance policy. The Ambridge Group of companies makes no statement or representation to any person or entity as to the potential tax

or accounting consequences or treatment of any transaction or matter. No insurance product, policy or service is offered or will be solicited in a jurisdiction in which such
offer, solicitation, purchase or sale is unlawful under applicable statute or regulation of any country or jurisdiction. Inquiries about the products and services described
herein should be directed to producers duly licensed in the relevant US jurisdiction.

For Internal Broker/Producer Use Only. Not For General Distribution.


http://www.ambridge-group.com

