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No 3397 of 2008
IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION
COMPANIES COURT

MR JUSTICE DAVID RICHARDS

COMPANIES LISTED ON THE SCHEDULE IO THE APPLICATION (Al
MEMBERS OF THE EW PAYNE POOLS)

AND
IN THE MATTER OF THE COMPANIES ACT 2006

ORDER

UPON THE APPLICATION of the Companies listed n the attached Schedule (the Compaunies) by
a Claim Form dated 25 Apnil 2008

AND UPON HEARING Leading Counsel for the Compames
AND UPON READING the Claim Form and the evidence

THIS COURT HEREBY SANCTIONS (a) the scheme of arrangement proposed by each of the
Companies (apart from Umonamerica Insurance Company Limuted And Eagle Star Insurance
Company Limited} as set out in Appendix A to this Order and (b) the modified scheme of arrangement
proposed by Umonamerica Insurance Company Limited And Eagle Star Insurance Company Limted

respectively as set out in Appendix B to this Order

AND IT IS ORDERED that there shall be hberty to the Companies to apply to the Registrar of the

Companies Court

Dated 17 July 2008

PCL2Q27781840
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No 3397 of 2008

IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION
COMPANIES COURT

INTHE MATTER OF AEGON
SCHADEVERZEKERING NV AND THE
OTHER COMPANIES LISTED ON THE
SCHEDULE TO THIS ORDER (THE EW
PAYNE POOLS)

AND

IN THE MATTER OF THE COMPANIES ACT
2000

ORDER |

Edwards Angell Palmer & Dodge UK LLP
One Fetter Lane

London

EC4A 1]JB

Ref VMT/NPS/01143578




SCHEDULE

ACN 000 141 051 Limited
AEGON Schadeverzekering NV
Affilhated F M Insurance Company

Alot Insurance Company Limited (on its own behalf and through its participation on the BVF
Pool)

Alllanz Belgium SA (on its own behalf and through its participation on the BVF Pool)
Alhanz Suisse Insurance Company

Alma Insurance Company Limited

Alte Lewpziger Versicherung AG

American Casualty Company of Reading
Amerncan International Remsurance Company
American States Insurance Company
Argonaut Insurance Company

Arran Insurance Company Limited
Assicurazion General SpA UK Branch
Aterforsaknngsaktielaget Stockholm

Axa Belgium SA

Axa Insurance UK PLC

Axa Re

Baloise Insurance Company Limited

Bothma International Insurance Company Limited {on its own behalf and through its
participation in the BVF Pool)

Carolina Casualty Insurance Company

Codan Insurance Ltd (Codan Forsikning A/S)
Commerce and Indusiry Insurance Company
Companhia De Seguros Fidelidade - Mundial SA
CX Reinsurance Company Limited

Eagle Star Insurance Company Limited

PCL2\2778184%]
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Factory Mutual Insurance Company

Farmers Mutual Hall Insurance Company of lowa

Federated Mutual Insurance Company

Fieldmill Insurance Company Limited (with regard to its participation in the Hilicot
Underwrtting Pool which was formerly known as the Toa Re Underwniting Pool, the Toa Re-
Oatley Underwnting Poo! and the GE Oatley (Underwriting Agencies) Limited Pool)

Flonsts' Mutual Insurance Company

Gan Assurances |ARD

Generall Assurances Generales

General Versicherung AG (in respect of s participation on the BVF Pool)

Gjensidige Forsikring, Norway

GLOBALE Ruckversicherungs-AG

Hamburger Internationale Rueckversicherung AG

Harper Insurance Limited

Hilicot Re Limsted (with regard to its participation in the Hillcot Underwnting Pool which was
formerly known as the Toa Re Underwnting Pool, the Toa Re-Oatley Underwriting Pool and
the GE Oatley (Underwnting Agencies} Limited Paol)

inland Insurance Company

IRB-Brasil Resseguros S A

Lansforsakringar Sak Forsakringaktiebolag (Publ)

Longmynd Insurance Company Limited (with regard to its participation in the Hillcot
Underwriting Pool which was formerly known as the Toa Re Underwnting Pool, the Toa Re-
Qatley Underwriting Pool and the GE Oatley (Underwnting Agencies) Limited Pool)

Markel international Insurance Company Limited

Milwaukee Insurance Company

Minster Insurance Company Limited

Mitsul Surnitorno Insurance Company Limited

Munchener Ruckversicherungs-Gesellschaft (on its own behalf and through its participation
on the BVF Pool)

Niedersachsen Versicherungs-AG
Nipponkoa Insurance Co , Ltd

North Star Mutual Insurance Company




NRG Victory Reinsurance Limited

Oberoslerreichische Versicherung Aktiengesellschaft

Phoerix Insurance Company

Pohjantahtt Mutual Insurance Company

Provinzial Rheintand Holding

Public Service Mutual Insurance Company

R+V Versicherung AG (in respect of s participation on the BVF Pool)
REAAL Schadeverzekeringen NV

RiverStone Insurance (UK) Limited

Saskatchewan Government Insurance

SCOR Global P&C, acting on behalf of Magdeburger Ruckversicherungs-Actien-
Gesellschaft and La Wittoria Riassicuraziont S P A (in respect of their participation on the
BVF Pool)

Scor Ruckversicherung {Deutschland} AG

Sentry Insurance a Mutual Company

Sinus International Insurance Corporation {publ)

Sparebank 1 Skadeforsikning AS

SV SparkassenVersicherung Holding AG

Stronghold Insurance Company Ltd

Swiss Reinsurance America Corporation

Swiss Reinsurance Company

Swiss Remnsurance Company Rappresentenza per L'ltalia

The Copenhagen Reinsurance Company Limited

Tokio Marine & Nichido Fire Insurance Co , Ltd

The Travelers Indemnity Company

Tn-State Insurance Company of Minnesota

Umonamerica Insurance Company Limited

UNIQA Versicherungen AG {in respect of its participation on the BVF Pool)
Ventas Mutual Non-Life Insurance Company

PCL2\2778184\]




WARTA Insurance and Reinsurance Company SA (on its own behalf and through its
participation on the BVF Pool)

WASA Inlernational Forsakningsaktielbolag
Western National Mutual Insurance Company

Wustenrot & Wurttembergische AG {on 1ts own behalf and through its participation on the
BVF Pool)

- PCL22778184\1




No 3397 of 2008
IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION
COMPANIES COURT

MR JUSTICE DAVID RICHARDS

IN THE MATTER OF AEGON SCHADEVERZEKERING NV AND THE OTHER COMPANIES
LISTED ON THE SCHEDULE TO THE APPLICATION (All BEING MEMBERS OF THE EW
PAYNE POOLS)

AND
IN THE MATTER OF THE COMPANIES ACT 2006

APPENDIX A
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THE E W PAYNE POOLS SCHEME

A PROPOSAL IN RELATION TO SCHEMES OF
ARRANGEMENT PURSUANT TO PART 26 OF THE
COMPANIES ACT 2006

BETWEEN

THE SCHEME COMPANIES

{Listed on pages 2 to 10 of this document)

AND THEIR RESPECTIVE

SCHEME CREDITORS

CONCERNING BUSINESS UNDERWRITTEN AND/OR ADMINISTERED
BY REINSURANCE SOLUTIONS LIMITED ON BEHALF OF THE
SCHEME COMPANIES IN RESPECT OF

THE EXCESS OF LOSS POOL NO 1 (1960 to 1985),
THE EXCESS OF LOSS POOL NO 2 (1974 to 1982),
THE EXCESS OF LOSS POOL NO 3 (1983) AND
THE 'X' ACCOUNT POOL (1961 to 1968).

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION IT CONIAINS EXTENSIVE AND
DETAILED INFORMATION AND SHOULD BE READ IN ITS ENTIRETY IF YOU ARE IN ANY DOUBT AS TO THE ACTION YQU
SHOULD FAKE YOU SHOULD CONSULT YOUR PROFESSIONAL ADVISER WITHOUT DELAY A COPY OF THIS DOCUMENT
HAS BEEN SENT TO THOSE EXISTING BROKERS BELIEVED TO HAVE PLACED BUSINESS WITH OR ON BEHALF OF ANY OF
THE SCHEME COMPANIES BROKERS, OTHER AGLNTS AND INTERMEDIARIES ARE REQUESTED TO BRING THE
CONTENTS OF THIS DOCUMENT TO THE ATTENTION OF CLIENTS WHO HAVE, OR MAY HAVE, SCHEME CLAIMS AGAINST
ANY OF THE SCHEME COMPANIES

Scheme Website: www.ewpaynepools.com
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SCHEME COMPANIES' PRESENT NAMES AND RELEVANT FORMER NAMES

Pool’ Parhcipant

-jthe EW Payne Pools and the names of- - ”@
'compames from whlch Scheme Llabllmes S

Former names used when underwriting on i

m*’a

have been transferred mto“the I’ool

R .
Part:cnpant -

s

ACN 000 141 051 Limited

PR ;‘ v L’* !~;
National & General Insurance Company
Limated

AEGON Schadeverzekering NV

Compagnie van Assuradeuren NV
NEZAMN V

Affihated F M Insurance Company

Affiliated F M lnsurance Company

Aior Insurance Company Limited (on its own
behalf and in respect of its participation mn the
BVF Pocl)

Dai Tokyo Fire & Marine Insurance Company
Linuted

Allianz Belgium SA

AGT Belgum SA
Assubel-Vie SA

Assubel Accidents & Dommages SA, ex
Caisse Nationale Belge d’ Assurances SA

Allianz Suisse Insurance Company (on its
own behalf and n respect of 1ts participation
in the BVF Pool)

Alhanz Swisse Insurance Company
Elvia Insurance Company
Helvetia Accident Swiss Insurance Company

General of Berne Insurance Company

Alma Insurance Company Limited

Aura General Mutual Insurance Company
{(Keskinainen Vaktuutusytio Aura)

Taptola General Mutual Insurance Company

Pohja General Mutual Insurance Company
(Keskmainen Vahinkovakuutusyhtio Pohja,
Omsesidiga Skadefosakring Pohja, Pohja
Keskinamen)

Alte Leipziger Versicherung AG

Alte Leipziger Ruckversicherung AG

American Casualty Company of Reading

American Casualty Company of Reading

American Internationat Reinsurance Company

American International Retnsurance Company

American States Insurance Company

American Umon Remsurance Company

Argonaut Insurance Company

Shamrock Insurance Company Limited

Arran Insurance Company Limited

Ancon Insurance Company (UK) Limited

Assicuraziom Generah S p A UK Branch

Assicuraziont Generali S p A UK Branch

Aterforsakringsaktiebolaget Stockholm
{Stockholm Remsurance Company Limited)

Stockholm Reinsurance Company Limited

Scheme Website: www

.ewpaynepools com
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Pool Participant

Former names used wheu underwrltmg on
the EW Payne Pools and the names of
compames from'y wh:ch Scheme Liabilities
have been transferred mto the Pool
Participant - & - %

Axa Belgium SA

Royal Belge Incendie Reassurance SA

Axa Insurance UK Plc

Forsikringsaksjeselskapet Polaris-Norske Sjo

Forsikringsaktieselshabet Nordlyset

AxaRe

Ancienne Mutuelle
La Pam (Pans)

L.a Providence

LLa Providence lARD

Baloise Insurance Company Limited

Baloise Fire Insurance Co Limited

Baloise Marine Insurance Co Limited

Bothma International Insurance Company
Limited (on 1ts own behalf and i respect of
its participation mn the BVF Pool)

Aterforsakringsakticbolaget Vastuu
Finska Sjoforsakrings

Industnforsikring

Keskinainen Vakuutusyhtio Sampo
Patria Reinsurance Company Limited
Pohjola Insurance Company Limited
Sampo Internattonal Insurance Company

Vastuu Jalleenvakuutusosakeyhtio

Carolina Casualty Insurance Company

Insurance Company of the South

Codan Insurance Limited

Dansk Soassurance (Dansk Sgassurance)
Hafma Ins Co Ltd
Hafnia Reassurance (Hafnia Re)

Den Kjsbenhavnske Se-Assurance-Forening
(Copenhagen Soeassurance)

Forsikringsselkabet Haand 1 Haand (later
Hafnta Haand-1-Haand)

Dansk Soassurance A/S (Dansk
Soassurance/Dantsh Marine Insurance Co Ltd)

Forsikringsselskabet Hafnia Sg —og [ndustn,
Forsikringsselskabet Hafnia A/S (Hafra
Insurance Ltd)

Hafnia Reassurance A/S

Forenede Assuranderer Aktieselskab, Fjerde
Seforsikrings Selskab A/S

Scheme Website: www.ewpaynepools.com
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A/S Fors;krmgsselskabet Codan
Codan Arbejdsskadeforsikring A/S

Codan Insurance Ltd

Commerce and Industry [nsurance Company

Commerce and Industry Insurance Company

Companhia De Seguros Fidehdade - Mundal
SA

Companhia de Seguros Fidelidade, SA
Fidelidade Grupo Segurador

CX Retnsurance Company Limited

CNA Reinsurance Company Limited

CNA International Rewnsurance Company
Limited

CNA Remsurance of London Limtited

Continental Casualty Limited

Lagle Star Insurance Company Limited

Eagle Star Group

Eagle Star (Swann and Everett Underwriting
Agency)

Eagle Star Remnsurance Company Limited

Factory Mutual Insurance Company

Allendale Mutual Insurance Company

MFB Mutual Insurance Company
(Manufacturers Mutual Insurance Company,
Firemens Mutual Insurance Company,
Blackstone Mutual Insurance Company)

Arkwright Mutual Insurance Company
Arkwright-Boston Mutual Insurance Company

Philadelphia Manufacturcrs Mutual Insurance
Company (PMMI)

Mutual Boiler & Machinery Insurance
Company

Protection Mutual Insurance Company

Farmers Mutual Hail Insurance Company of
lowa

Farmers Mutual Hail Insurance Company Of
lowa

Federated Mutual [nsurance Company

Federated Mutual Insurance Company

Fieldmill Insurance Company Limited (with
regard to 1ts participation in the Hillcot
Underwriting Pool which was formerly
known as the Toa Re Underwriting Pool, the
Toa Re-Oatley Underwriting Pool and the GE

Harleysvilie Insurance Company (UK) Limted

Scheme Website: www.ewpaynepools.com




Pool Participant

e,

Former names used when underwriting on
the EW Payne Pools and the names of
companies from which Scheme Liabilities
have been transferred into the Pool
Participant

Oatley (Underwriting Agencies) Limited
Pool)

Florists’ Mutual Insurance Company

Florists” Mutual Insurance Company

Gan Assurances IARD

Groupe des Assurances Nationales

Assurances Nationales

Generali Assurances Generales

Union Swisse Caompagnie Gengerate
D'Assurances

Generalt Versicherung AG (in respect of its
participation 1n the BVF Pool)

Thuringia Versicherung AG
Thuringia General Versicherung AG

Gjensidige Forsikring Norway

Gjensidige Forsikring
Gjensidige Norsk Skadeforsikring

Trondhjems Forsikringsselskab

GLOBALE Ruckversicherungs-AG

Gerhing-Konzern GLOBALE Versicherungs-
Aktiengesellschaft

Gerling-Konzern Ruchversicherungs-
Aktiengesellschafi

Gerling Globale Ruckversicherungs-
Aktiengesellschaft

Hamburger Internationale Rueckversicherung
AG

Hamburg-Bremer Rueckversicherungs-AG

Harper Insurance Limited

Harper Versicherungs AG (Harper Insurance
Limited)

Turegum Versicherungsgesellschaft (Turegum
Insurance Company)

Hillcot Re Limited (with regard to its
participation 1 the Hillcot Underwriting Pool
which was formerly known as the Toa Re
Underwriting Pool. the Toa Re-Oatley
Underwniting Pool and the GE Qatley
(Underwniting Agencies) Limited Pool)

The Toa-Re Insurance Company (UK) Limited
Chevanstell Limited

Tryg-Baltica International (UK} Limited
Colomia Baltica Insurance Lunited

Colon:a Insurance Company (UK) Limited)
Oslo Remnsurance Company (UK) Limited
Norden Insurance Company (UK} Limited

Inland Insurance Company

Iniand Insurance Company

IRB-Brasil Resseguros S A

Instituto de Resseguros do Brasil

Scheme Website: www.

ewpaynepools com




-6 -

- ¥ -
5 O
. .: 2 fs'?@i?*%i ‘ 3
gl - P Farbaa 7 T [

compames from whlchgé i
FJ

have been. transferred‘lnt
Partlclpant‘* i i Yl "%’Efa .=

e e n 3 N e%e S
,Eo@l*l?%ag} ,;p?;ﬁ"i i Formély nam%usedﬁwdb underwriting oh; -
i % 1 A ’ the EW Payne Pools;and the i’lggmes%of e
»l‘&%*_jét X me&mww Y T 0
U o
P S
4 Pa, T

Lansforsakringar Sak Forsakringsaktiebolag
(publ)

(L.ansforsakringar Non-Life Insurance
Company (publ))

Jordbrukets Forsaknngsbo[agal OmSCSIdlglt

Longmynd Insurance Company Limited
(with regard to its participation n the Hllcot
Underwriting Pool which was formerly
known as the Toa Re Underwniting Pool. the
Toa Re-Oatley Underwriting Pool and the GE
Oatley (Underwriting Agencies) Limuted
Pool)

Security Insurance Company (UK) Limited

Markel International Insurance Company
Limited

Intercontinental Remnsurance Company Limited

Terra Nova Insurance Company Limited

Milwaukee Insurance Company

Milwaukee Union Mutual Insurance Company

Munster Insurance Company Limited

Groupama Insurance Company Limited
GAN Insurance Company Limited
GAN Minster Insurance Company Limited

Mitsut Sumitome Insurance Company
Limaited

The Sumitomo Marine & Fire Insurance
Company Limited

Mhitsur Marine & Fire Insurance Co Ltd
Taisho Marine & Fire Insurance Co Ltd

Munchener Ruckversicherungs-Gesellschaft

{Munich Remnsurance Company) (on its own
behalf and on behalf of Reale Riasstcurazioni
S P A's participation in the BVF Pool)

Victoria Ruckversicherungs A G

Reale Riassicuraziom S P A

Niedersachsen Versicherungs-AG

Niedersachsen Versicherungs-AG

Nipponkoa Insurance Co, Ltd

The Nippon Fire & Marine Insurance Co, Ltd

North Star Mutual Insurance Company

North Star Mutual Insurance Company

NRG Victory Reinsurance Limited

Victory Insurance Company Limited

The Victory Remsurance Company Limited

Oberosterreichische Versicherung
Aktiengesellschaft

Oberosterreichische Landes-Brandschaden-
Versicherungsanstalt

Wechselseitige Cberosterreichische Landes-
Brandschaden-Versicherungsanstalt

Wechselseitige Oberosterreichische
Versicherungsanstalt

Scheme Website: www.ewpaynepools.com
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- Former names used when undcrwntmg on

the EW Piyne Pools and the names of
compames from which Séheme Liabilities

- have been transferred into the Pool
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Pafﬁcipant Ki

Oberosterreichische Wechselseitige
Versicherungsanstalt

Oberosterreichische Vermogensvenwvaltungs-
Aktiengesellschaft

Phoenix Insurance Company

Phoenix Insurance Company

Pohjantahti Mutual Insurance Company

Keskimamen Hameen Vakuutusyhtio

Hameen Vakuutus Mutual Insurance Company

Provinzial Rhemnland Holding

Provinzial-Feuerversicherrungsanstalt der
Rheinprovinz

Public Service Mutual Insurance Company

Public Service Mutual Insurance Company

R+V Versicherung AG (in respect of its
participation in the BVF Pool)

Rhein-Main Ruckversicherungs-Gesellschaft
AG

REAAL Schadeverzekeringen N V (formerly
Hooge Huys Schadeverzekeringen N V)

Hooge Huys Schadeverzekeringen N V

RiverStone Insurance (UK) Lumrted

Riverstone Insurance (UK) Lumnited

Riverstone Management Limited (formerly
known as Sphere Drake Underwnting Limited
and Sphere Drake Underwriting Management
Limuted)

Colona Insurance Company (UK) Limited
Da1 Tokyo Insurance Company (UK) Limited
Drake Insurance Company Limited

Employers Of Wausau Insurance Company
{(UK) Limited

Norden Insurance Company (UK) Limited
Sampo Insurance Company (UK) Limited
Sentry (UK) Insurance Company Limited
Sentry Indemmity Company

Sphere Drake Insurance Plc

Sphere Insurance Company Limited

Vesta (UK) Insurance Company Limited
Solar Underwriting Agencies Lid

Iron Trades Mutual insurance Company
Limited

Scheme Website: www,

ewpaynepools.com
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Koa Insurance Company {UK) Lumied

Sterling Insurance Company Limited

Saskatchewan Government [nsurance

Saskatchewan Government Insurance Office

SCOR Global P&C. acting on behalf of
Magdeburger Ruckversicherungs-Actien-
Gesellschaft and La Vittoria Riassicurazion:
S P A (in respect of their partictpation in the
BVF Pool)

La Vittoria Riassicuraziom S P A

Magdeburger Ruckversicherungs-Actien-
Gesellschaft

Deutsche Continental Ruckversicherungs AG

Scor Ruckversicherung (Deutschland) AG

Agnippina Ruckversicherungs-
Aktiengesellschaft

Sentry Insurance a Mutual Company

Hardware Mutual Casualty Company

Sirius International Insurance Corporation
{publ)

Sirius International Insurance Corporation
Sinus Insurance Company Limited
Swedish Atlas Reinsurance Company Limited

Atlas Insurance Company Limited

Sparebank | Skadeforsikring AS

Forsikringsaktieselskapet Samvirke

Samvirke Skadeforsikring AS

SV SparkassenVersicherung Holding AG

Sparkassenversicherung Aligemeine
Versicherung AG

-| Zentraleuropaeische Versicherung AG

Stronghold Insurance Company Limited

Stronghold Insurance Company Limited

Swiss Reinsurance America Corporation

Buffalo Insurance Company
Underwriters Reinsurance Company

Swiss Re Underwriters Agency Inc

Swiss Reinsurance Company

Swiss Remnsurance Company

Swiss Remnsurance Company Rappresentenza
per L Italia

Unione Itahana di1 Riassicurazione
(UNIORIAS)

Swiss Re Itaha SPA

The Copenhagen Reinsurance Company
Limited

The Copenhagen Reinsurance Company 1.td

A/S Det Kjoebenhavnske Reassurance-
Compagn

The Travelers Indemmty Company

Calvert Fire Insurance Company

Tokio Marine & Nichido Fire Insurance Co,
Limited

The Nichide Fire & Marine Insurance
Company Limited

Scheme Website: www.ewpaynepools.com
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Pool Participant
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Former names used when underwnﬁng on
the EW Payne Pools and the names of

“ compames from whicK Scheme Liabilities

have been transferred mto the Pool
Parhcnpant-

Tri-State Insurance Company Of Minnesota

Tri-State Mutual Insurance Company

Tri-State Insurance Company Of Minnesota
Berkley Corporation

Unionamerica Insurance Company Limited

Unionamerica Insurance Company Limited
St Paul Travellers Insurance Company Limited

St Paui Fire & Marme [nsurance Company
(UK) Limited

St Paul International [nsurance Company
Limited

St Katherine Insurance Company Limited
St Katherine Insurance Company Plc

St Paul Remnsurance Company Limited
(Oberon Underwriters Limited)

Mercury Reinsurance Company (UK) Limited

San Francisco Insurance Company (UK)
Limited

The Insurance Corporation Of Singapore (UK)
Limited and

The Nippon Fire & Marine Insurance
Company (UK) Limited

UNIQA Versicherungen AG (in respect of its
participation in the BVF Pool)

Versicherungsanstalt der osterreichischen
Bundeslander AG

Verttas Mutual Non-Life Insurance Company

Aterforsakringsaktiebolaget Veritas

WARTA Insurance and Reinsurance
Company SA (on its own behalf and in
respect of its participation in the BVF Pool)

Warta Towarzystwo Ubezpieczen t
Reasekuracyt Spotka Akeyjna

Towarzystwo Ubezpieczen 1 Reasekurac)!
"WARTA" Spétka Akcyjna

WASA International Forsakningsaktiebolag
(WASA International Insurance Co Limited)

Svenska Ventas Forsakningsaktiebolag
Forsakringsakiiebolaget Svenska Veritas

Forsakrings-Aktiebolaget Securitas

Western National Mutual Insurance Company
(Formerly Farmers Home Mutual Insurance
Company)

Farmers Home Mutual Insurance Company

Scheme Website: www.

ewpaynepools.com
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Wustenrol &W urttemberglsche AG (on 1ts
own behalf and 1n respect of 1ts participation
in the BVF Pool)

Wurttembergische Feuervcrswherung
Aktiengesellschaft

Scheme Website www.ewpaynepools.com
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IMPORTANT NOTICE TO SCHEME CREDITORS

This document has been prepared in conncction with proposed schemes of arrangement (the
Scheme) pursuant to Part 26 of the Compames Act 20006 between cach of the Scheme
Companies and their respective Scheme Creditors (as defined in the Scheme) The Scheme
Companies are histed on pages 2 to 10 of this document

The Scheme proposed by each Scheme Company 15 in law each a separate Scheme of
Anangement Since all the Schemes have identical terms for convenience their provisions

have been set out i a single document referred to as "the Scheme”

Unless otherwise indicatcd the statements opmions and information contamed 1n this
document are made as at the date of this document and reflect the circumstances existing and
the information of which the Scheme Companies were aware at that time

Nothing 1n this document shall constitute any admisston of fact or llability on the part of any
of the Scheme Companies or any other person with respect to any asset to which 1t may be
entitled or any claim agamst it No estimate of the amount of any claim against a Scheme
Company provided to 1t or taken mto account for the purposes of voting on the Scheme shall
be binding on the Scheme Compantes or any other party for the purposes of the Scheme or for
any other purpose

None of the Scheme Companies has authorised any person to make any representations
concerning the Scheme which are inconsistent with the statements contained n this document
If any such representations are made they may not be relied upon as they have not been
authorised by the Scheme Companies

Part I of this document 1s the Explanatory Statement which contains a summary of the main
provisions of the Scheme Part 11 contains the Scheme

None of the contents of this document s intended to constitute legal, tax, financial or other
professional advice for Scheme Creditors Scheme Creditors should take advice from their
own professional advisers before taking any action in connection with the Scheme

The same defined terms have been used in both the Scheme and the Explanatory
Statements. These terms begin with a capital letter. A list of those defined terms 1s
shown on pages 41 to 49.

Scheme Website: www.ewpaynepools.com
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CONTACT INFORMATION

Scheme Manager

Scheme Advisers

Rensurance Solutions Limited
Mayland House

Mayland Road

Essex

CM3§ 2UP

United Kingdom

Contacts Brian Evans and David Bowen

General +44 (0)1376 506 210

Direct Brian Evans  +44 (0}1376 506 423
David Bowen +44 (0)1376 506 374

Fax +44 (0)1376 506 601

Email Brian W Evans@guycarp com
David C Bowen{@guycarp com

Mike Walker and John Wardrop
KPMG LLP

8 Salisbury Square

London

EC4Y 8BB

Umited Kingdom

Contacts  James Bolton and Neil Sutton

General +44 (0)20 7311 1000

Direct lames Bolton +44 (0120 7694 1856
Neil Sutton -+44 (0)20 7694 3485

Fax +44 (0)20 7694 3126

Email James bolton@kpmg co uk

neil sutton@kpmg co uk
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KEY DATES

30 June 2007 Ascertainment Date - the date as at which Scheme
Liabihiies will be valued

30 June 2008 Final date for the return of Scheme Credntors’ Voting Form
and Proxy Form

4 July 2008 Meetings of the Scheme Creditors to vole on the Schemes

17 July 2008 Court hearing in London seeking sanction of the Schemes

18 July 2008 Effective Date of the Schemes

16 December 2008 Bar Date, the date by which Scheme Claims must be
submitted

The dates given above for the Court hearing to sanction the Scheme the Effective Date of the
Scheme and the Bar Date are the planned dates for such stages and may be subject to change
The Scheme Companies will bring the exact dates to the attention of Scheme Creditors by
advertising. by posting them on the Scheme Website and by sending Scheme Creditors
notification to their known addresses or, where possible by e-mail

SCHEME WEBSITE: www.ewpaynepools.com
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PART 1

EXPLANATORY STATEMENT

(in compliance with Section 897 of the Companmes Act 2006)

for the

THE E W PAYNE POOLS SCHEME

BETWEEN

THE SCHEME COMPANIES

(Lasted on pages 2 to 10 of this document)

AND THEIR RESPECTIVE

SCHEME CREDITORS

CONCERNING BUSINESS UNDERWRITTEN AND/OR ADMINISTERED
BY REINSURANCE SOLUTIONS LIMITED ON BEHALF OF THE
SCHEME COMPANIES IN RESPECT OF

THE EXCESS OF LOSS POOL NO 1 (1960 to 1985),
THE EXCESS OF LOSS POOL NO 2 (1974 to 1982),
THE EXCESS OF LOSS POOL NO 3 (1983) AND
THE 'X' ACCOUNT POOL (1961 to 1968)
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REINSURANCE SOLUTIONS Brian Evans

Vice President

Rensurance Solutions Limited
Mayland House Mayland Roac
Wilham Essex, CM8 2UP

G20 7357 1000 Fax 020 7357 2164

Dear Scheme Creditor

We administer the run-off of the E W Payne Pools business on behalf of the Scheme
Companies and are writing this letter on therr behalf

The Scheme Compantes listed on pages 2 to 10 of this document each participated on one or
more of the four E W Payne Pools which operated between 1960 and 1985 Since 1985, all
four of these Pools have been in run-off The purpose of the proposed Scheme 1s to bring the
run-off of the Pools, so far as 1s possible. to an early end

The purpose of this letter and the Explanatory Statement, of which it forms a part, 1s to
provide

] a summary of the terms of the Scheme,

2 an explanation of why the Scheme has been proposed. and
3 an explanation of the main advantages and disadvantages to Scheme Creditors of the
proposal

The Explanatory Statement 15 mtended to assist Scheme Creditors in reaching therr decision
whether to vote for or agamst the proposed Scheme at the forthcoming meetings specially
convened 1o vote on the Scheme

Pages 30 to 38 of the Explanatory Statement provide a more detailed summary of the
provisions of the Scheme The Scheme itself 1s set out at pages 39 to 80 The Explanatory
Statement 1s intended merely as a guide and you should not rely on 1t in place of reading the
spectfic provisions of the Scheme

MARSH MERCER XROLL

® Solut Limited An app 1o of Margh Lid  which 15 authonsed and regulated O WY
by the Financral Scrvices Adthonty Registered office | Tower Place West Tomer Place London EC3R 58U ﬁ GUY CARPLNTIR R MAN

Registered wn England oo F199219
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WHAT IS A SCHEME OF ARRANGEMENT?

A scheme of arrangement such as that proposed here 1s a compromise or arrangement
between a company and its creditors (or any class of them) It 1s governed by Part 26 of the
Companies Act 2006 which provides that a scheme does not become legally binding on a
company and 1ts creditors (or any class of them). unti

| a majority in number representing not less than 75% in value of creditors {or any class
of them). present and voting n person or by proxy. vote in favour of the scheme at a
specially convened meeting held with the permission of the court

2 the court subsequently makes an order sanctioning the scheme. and

3 a copy of the sanction order 1s dehivered to the Enghsh Registrar of Compames for
registration

Once effective. the Scheme will bind the Scheme Companies and all thetr respective Scheme
Creditors rrespective of whether such Scheme Creditors were notified of the Scheme and/or
whether they voted at the Scheme Meetings

WHO WILL BE AFFECTED?

The Scheme 1s proposed between the Scheme Companies and thewr respective Scheme
Creditors A Scheme Credstor is defined in the Scheme but, in summary s restricted to those
companies which have, or which may have n the future a claim agamnst any one of the
Scheme Companies 1n relation to Rewnsurance Contracts written by one or more of the
Scheme Companies through thetr participation on the E W Payne Pools

The Scheme covers only Scheme Business wntten by the Scheme Compames Scheme
Business 1s defined in the Scheme, but in summary 1s restricted to Remsurance Contracts
underwritten by a Scheme Company through its participation on the E W Payne Pools The
Scheme does not apply to business written by the Scheme Companies outside the E W Payne
Pools

A hist of the Scheme Companies 1s shown at pages 2 to 10 Not all Pool Participants are
proposing a Scheme This 1s because they are insolvent (Pool Participants that are in an
insolvency procedure are not proposing Schemes) are in the process of implementing their
own schemes for all of their business (including Scheme Business) or they have decided not
to propose the Scheme A hst of the known solvent companies that participated on the E W
Payne Pools that are not proposing a Scheme 1s shown in Appendix E (page 100)

R Sol Tamited An 2pp d reg ve of Marsh Lid whach 15 authonsed and regolated f ] MARSH MERCLR XROLL
by the Frnancral Seruices Authanty Regesicred office | Tower Place W est Tower Place London EC3R 5BU t MMC
Registered w England no 1199219 i i~ GUY CARPENTER OLUIVER WYMARN
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Scheme Creditors requiring assistance m identitying their involvements with the E W Payne
Pools and establishing which of the Scheme Companies underwrote their policies are
requested to contact the Scheme Manager The Scheme Manager will respond to such
requests by providing the Scheme Creditors with the relevant schedules detailing the
participatton by each of the Scheme Companies on each of the Pools by class of business for
each underwriting year for which the Scheme Creditor purchased reinsurance from the Pools

WHY HAS A SCHEME BEEN PROPOSED?

The E W Payne Pools have now been in run-off for over 20 years In the normal course 1t 15
estimated that it would take at least a further 20 years to run-off the habihities that comprise
the Scheme Bustness The Scheme Companies consider it 15 1n thewr interests and in the
interests of Scheme Creditors to try and finahse their habilities ansing out of the E W Payne
Pools 1in a much shorter ume frame than in a normal run-off In this way. the costs of
continuing the administration of the run-off will be curtailed and the labour intensive process
requiring creditors to subnut numerous claims n respect of very small amounts of remnsurance
cover will also be avoided Scheme Creditors will recerve a one time payment representing all
thewr Agreed Paid Losses, Non-Agreed Paid Losses, Outstanding Loss Claims and 1BNR
Claims as valued under the terms ot the Scheme

HOW DOES THE SCHEME WORK?

Despite the large number of Scheme Companies. the structure and contents of the Scheme are
relatively simple and straightforward

Shortly after the Scheme becomes effective. Scheme Creditors will be sent a Claim Form
advising them of their Agreed Paid Losses, their Non-Agreed Paid Losses and therr
Outstanding Loss Claims against each of the Scheme Companies

The value of the Claims on the Claim Form will be derived from the records held by each
Scheme Company and by the Scheme Manager Although each Scheme Company 1s
implementing 1ts own Scheme, for ease of administration and to save costs. all the Schemes
will be administered centrally by the Scheme Manager as if they were a single Scheme As a
result, Scheme Creditors witl receive only one Claim Form — summansing their Scheme
Claims against all the Scheme Companies — irrespective of how many Schemes 1in which that
Scheme Creditor 1s participating

The calculation of IBNR under the Schemes has been kept as transparent and economical as
possible A complicated esumation methodology has detiberately been avoided Instead. each
Scheme Creditor's IBNR will be calculated as loadings based on 1ts Outstanding Loss Claims

Rensurance Solctions Limited An appownted representatn g of Marsh 1td  which 13 authonsed and regutated | MARSH MERCLR KROLL
by the Financral Scnces Autbonty Regssiencd office | Tower Place West Tower Place London EC3R 58U A
Reginiered in England no 11992(9 " GUY CARPENTER  OLIVER WYMAN
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Different loadings will apply to different types of business A loading percentage of 200%
will be applied to Outstanding Loss Clamms denived from Asbestos Losses a loading
percentage of 75% will be apphed to Outstanding L.oss Claims denived from Pollution Losses
and a loading percentage of 25% will be applied to Outstanding Loss Claims derived from
Other Losses These loadings have been chosen as they are at a commercially acceptable level
for both Scheme Creditors and the Scheme Companies

Following the application of the above loading percentages. a Discount Rate of 25% will be
applied to all Outstanding Loss Claims and IBNR Claims on the Claim Form to take account
of the net present value of those Scheme Claims Additionally, a Discount Rate of 5% will be
applied to Non-Agreed Paid Losses to take account of the net present value of those Scheme
Claims

Scheme Creditors will be ashed to review thewr Claum Forms to agree their Agreed Paid
Losses, Non-Agreed Paid Losses and Qutstanding Loss Claums I Scheme Creditars have any
questions about the mmformation on therr Claim Forms they may contact either the Scheme
Advisers or the Scheme Manager for assistance  Contact detatls of both appear on page 13 of
this document

If there are additional Scheme Claims not sct out on thew Claim Form, or Scheme Claims
which Scheme Creditors beheve ought to be classified as Agreed Paid Losses or Non-Agreed
Paid Losses rather than Outstanding Loss Claims, Scheme Creditors will be asked to amend
their Claim Form accordingly No amendment may be made to the [BNR Loading
Percentages or Discount Rates The amended Claim Form must be returned to the Scheme
Manager on or before the Bar Date, the final date for receipt of this form Any Scheme
Creditor that does not return its Claim Form by the Bar Date will have 1ts claim valued on the
basis of the amounts set out on the unamended Claim Form Any Scheme Creditor that is not
sent a Claim Form and does not submit a Claim Form prior to the Bar Date, will have its Net
Established Liability valued at zero in the Scheme

The Scheme Manager will seck to agree any amendments made by a Scheme Creditor to 1ts
Claim Form If agreement does not prove to be possible, such claims will become Disputed
Claims and will be referred to the Scheme Adjudicator for a binding decision to resolve the

dispute

Following the agreement or adjudication of the values on a Claim Form, Scheme Creditors
wili be sent a Valuation Statement which 1s an account showing how much s payable to a
Scheme Creditor under the Scheme This 1s a Scheme Creditor's Net Established Liability
The Valuation Statement will set out a Scheme Creditor's Net Established Liabilities against
all the Scheme Companics

R Solut; Limied An apr d rep vo of Marsh Lid  which 13 authonsed and regulated MARSH MERCLR KROLL
by the Financial Senices Authonty Registered office 1 Tower Place West Tower Place London EC3R 5BU MM WY
Registiered in Eogland no 1199219 ! GUY CARPENTER  OLIVER MAN
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The E W Payne Pools did not centrally purchase external reinsurance As a result, the Scheme
does not provide for a Scheme Creditor's agreed or adjudicated claims against a Scheme
Company to be off-set against amounts owed by that Scheme Creditor to the Scheme
Company A payment mechanism will operate for amounts owed under the Scheme between
the Scheme Companies to ensure that such amounts are netted off

Scheme Creditors will recetve only one payment rather than a payment from each Scheme
Company

[f the total value of all the agreed and adjudicated claims against a Scheme Company (being
the sum of all amounts set out on the Valuation Statements sent to Scheme Creditors n
respect of that Scheme Company) is

(1) equal to or greater than 30% of or
(11) 15 equal to or greater than US$250.000 of

the predicted total value for those Scheme Claims (as shown on the Claim Forms oniginally
sent to Scheme Creditors), the Scheme Company will have the option to exercise the
reversion to run-off provision in the Scheme Once the provision 1s triggered the Scheme
Company has three options

I to revert to run-off in respect of all the Scheme Claims against that Scheme Company,

2 to revert to run-off in respect of those Scheme Creditors whose Established Liability,
as set out on their Valuation Statements, 15

(1) equal to or greater than 30% of, or
(1) 1s equal to or greater than US$250,000 of

the value of their Scheme Claims as set out on the Claim Forms initially sent to them
by the Scheme Company — 1f a Scheme Company were to choose this option, all its
other Scheme Credrtors would be offered the choice of having their contracts run-off
rather than be subject to valuation under the Scheme, or

3 to continue with the Scheme
WHAT ARE THE ADVANTAGES OF THE SCHEME FOR SCHEME CREDITORS?

There are the following potential benefits to Scheme Creditors of the Schemes becoming

effective
Reinsarance Sohutions Liuted An appeinted represcntatie of Marsh Ltd  which 15 anthonsed and regubated MARSH MERCER KROLL
by the Financial Senaces Anthonty Regesterd office | Tower Place West, Tower Place London EC3R SBU MMC GUY CARPENTER OLIVER WYMAN

Registered m England no 1199219 +
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] Early payment - The Schemes should enable Scheme Creditors to receive payment of
thetr Established Liabilities sooner than if their claims were paid in the ordwmnary
course of the run-off of the Scheme Companies

2 Stmphified claims agreement process — The Schemes provide a simphfied process for
recovering all the Scheme Liabilities connected to the Scheme Business. including
those which may not easily be evaluated, such as IBNR losses

3 Certainty — The Schemes should enable Scheme Creditors (o achieve certainty and
finality 1n relation to the Scheme Business

4 Admmstrative cost savings — Costs will be avoided that might otherwise be incurred
by both the Scheme Companies and Scheme Creditors in dealing with claims as they
arose mn the normal course. in particular, the costs of debt collections agamst all the
Scheme Companies

WHAT ARE THE DISADVANTAGES OF THE SCHEME FOR SCHEME
CREDITORS?

There are the following potential disadvantages to Scheme Creditors of the Schemes
becoming cffective

1 Bar Date for submussion of Claim Forms — If Scheme Creditors wish to amend their
Clamm Forms, they must do so and deliver their Claim Forms to the Scheme Manager
by no later than the Bar Date On the Scheme becoming effective, the Bar Date will be
notified 10 Scheme Creditors and will be adveritsed Failure to return Claim Forms by
the Bar Date will mean that Scheme Creditors will not be perm:tted to amend the
values on their Claim Forms and will have to accept the values put on therr Scheme
Claim by the Scheme Company as set out on those Claims Forms Missing the Bar

" Date will not prevent a Scheme Creditor being paid in full 1n respect of the values
for its Agreed Paid Losses, Non Agreed Paid Losses, Outstanding Loss Claims
and IBNR Claims inserted on the Claim Form by the Scheme Manager If a
Scheme Creditor 1s not sent a Claim Form on the Scheme becoming effective (due to
the Scheme Manager or the Scheme Company having no record of that Scheme
Creditor having a Scheme Claim) and does not subsequently contact the Scheme
Manager to obtain a Claim Form and then, prior to the Bar Date, rcturn that Claim
Form, 1ts Net Estabhshed Liabihity will be vatued at zero

2 Replacement of cover with a value that may be less than a Scheme Creditor would
receive n the normal course of run-off — Under the Scheme, a Scheme Creditor's

Romnsurance Sohutions Limited An appoinicd mpreseatatne of Marsh Li¢ which is authonscd aad rogulated MARSH MERCER KROLL
b the Financial Serices Authonty Regrstered office | Tower Place West Tower Place London EC3R SBU MMC -
Registered in Fogland no 1199219 - GUY CARPIMTER  OLIWER WYMAN
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cover under the Remsurance Contracts in respect of a Scheme Liability 1s exchanged
for the payment set out m the relevant Valuaton Statement As part of this process,
the Scheme puts a present value on future claims As a result a Scheme Creditor may
receive less than it would have received had the relevant Scheme Company's business

been run-off in the normal course

3 Stay of Proceedings — On the Scheme becoming effective, there 15 a prohibition on
Scheme Creditors commencing or continuing Proceedings against Scheme Companies
m relation to Scheme Claims This means that existing nghts to arbitrate or commence
Proceedings are removed and replaced by the Dispute Resolution Procedure set out in
the Scheme

4 Not all compames participating - Not all the companies that participated on the E W
Payne Pools are promoting schemes As a result Scheme Creditors will still have to
report and recover claims from the non-participating companies

These are the main possible advantages and disadvantages of the Scheme for Scheme
Creditors 1dentified by the Scheme Companies It 1s impossible, however 1o address each
Scheme Creditor's individual circumstances with the result that Scheme Creditors should not
view the above hist of advantages and disadvantages as being exhausuive Each Scheme
Creditor 1s advised to make 1ts own assessment of the Scheme and how 1t wiil affect its own
interests

WHAT SHOULD SCHEME CREDITORS DO NOW?

As each Scheme Company s implementing 1ts own Scheme, a separate creditors’ meeting 1s
to be held for Scheme Company' Scheme to atlow Scheme Creditors to vote on each Scheme
Scheme Creditors are entitled to attend and vote at the mecting for each Scheme Company
against which the Scheme Creditor will have a Scheme Claim under the Scheme The Scheme
Meetings have been convened at the direction of the Court for the purpose of considering and,
if thought fit, approving the Scheme in relation to each Scheme Company

More details about attending and voting at the Scheme Meetings are set out at Appendix F at
pages 103 to 118 Due to the large number of Scheme Companies, it 1s proposed that each of
the Scheme Meetings will take place concurrently

RECOMMENDATIONS IN RESPECT OF THE SCHEME

The Scheme Manager and each of the Scheme Companies consider that the Schemes will
offer Scheme Creditors the most effective and economical method for determining and paying

R Sol bLimied An app ¢ ative of Marsh Ltd  which 15 authonsed and regulaied - ¢
b the Fianancial Services Authonts Registered office ) Tower Place West Tower Place Loadon EC3R 3BU A MARSH MLRCLR KROtL
Registered n England po 1199219 GUY CARPENTER OLIVER WYMAN
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Scheme Claims in the shortest practicable time All Scheme Creditors are encouraged to vote
i favour of the Scheme

Yours taithiully

) Rl

Rensurance Solutions Limited

Rewnsurance Solutions Limitcd  An appointed representative of Margh 134w hich 13 authorised and regulated 1 MARSH MERCER KROLL
by the Financial Services Asthomiv Registered office 1 Tower Place West Tower Place London ECIR 5817 | MﬁF GUY CARPENTER OLIVER WYMAN
Registiered m England no [ 199219
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HISTORY OF THE E W PAYNE POOLS
AND DESCRIPTION OF THE SCHEME BUSINESS

E W Payne was widely known mn London and throughout the international insurance
community as a specialist reinsurance broker The company was founded in 1919 by Ernest
Wilham Payne and became part of the Sedgwick Group m 1980 On 1 January 1998 1t
changed 1ts name to Sedgwick Limited In 1985, the E W Payne Pools went mto run-off and
the run-off 1s now being administered by Remsurance Solutions Limited There were over 160
participants 1in the E W Payne Pools described below Reinsurance Solutions Limited's
ulumate holding company 1s Marsh & Mclennan Companies. Inc

THE LONDON SUBSCRIPTICN MARKET

As part of its operations, E W Payne placed chents' risks with remsurers in the London
subscription market The London subscription market s that section of the commercial
msurance and remsurance market i London in which a single rnisk 1s underwritten by a
number of insurance or reinsurance companies by subscribing percentage hines to the risk on
a several, not joint, basis The method of placing risks typically requires a broker to act as
intermediary between the retnsured and the remsurers (or insureds and insurers). A broker
generally acts as the agent for the reinsured 1n negotiations n the reinsurance market A risk
was typically placed by the broker preparing and presenting a document setting out a
shorthand version of the remnsurance contract (known as the shp) 10 each of the remnsurance
companies The contract had to be entered into for the placing to be made Typicatly, each
remnsurer providing cover, 1e each subscnibing remnsurer, would signify its agreement by
applying its stamp and imtial to the shp Heading the slip and usually taking the largest
percentage share of the nsk was the lead underwriter, the rest of the reinsurers being known as
the following market The lead underwriter 1s usually responsible for making decisions
relating to claims on the cover and the followig market usually follows such decision Once
the risks were placed in the case of the E W Payne Pools, E W Payne would manage the
relevant contracts of reinsurance on behalf of its chents by recovering amounts due 1n respect
of their claims and transmitting such amounts to them net of all necessary deductions

THE OPERATION OF THE E W PAYNE POOLS

The E W Payne Pools operated in the London subscription market and were destgned to
provide the pool participants with a spread of nisks across what was known as E W Payne’s
United Kingdom Excess of Loss Account The E W Payne Pools were a cover arrangement to
"declare™ a spread of business to remnsurers In other words, the reinsurers who were
participating in the E W Payne Pools (1 e the Pool Participants) provided reinsurance cover to
E W Payne's United Kingdom Excess of Loss Account in pre-agreed shares established
accordance with the steps described below E W Payne did not fix the terms of any of the
business declared to Pool Participants Each declaration was led and rated by a lead
underwriter before a declaration was made to the requisite E W Payne Pool The E W Payne

Scheme Website: www.ewpaynepools com
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Poots were designed to accept business where E W Payne was involved i broking the rest of
the same risks to other reinsurers on the slip In accepting the risk for the C W Payne Pools E
W Pavne was doing so as agent for each of the Pool Participants and not as agent for the
remsured It was common for the portion of the risk underwnritten by the E W Payne Pools to

be small

In order to estabhish the shares m which the Pool Parucipants would hold the risk on any
given vear or any given type of business agreed, E W Payne would canvass various
companies 1o see if they wished to participate in the E W Payne Poolis for that year Each
participant of the E W Payne Pools entered nto a separate coverholder agreement with E W
Payne As such, a participant would not know the dentity of the other participants in the
relevant E W Payne Pool Under each coverholder agreement. cach participant would
authorise E W Payne to accept certain classes of nisks, for example, "Fire and Miscellaneous

" on

Non-Marne". "General Whole Account” or "Marine” up to a specified maximum himit. on 1its
behalf without the need for further approval The Pool Participant's proportion of such lumit
would be set out in the agreement and would commonly be a very small percentage of the risk
both n absolute terms and in comparison with the portion of the risk accepted by the other
remsurers on the slip The Pool Participant could not be hable for greater than its proportion
of the hmit The coverholder agreement remained valid until termination by either party In
subsequent years in which the coverholder agreement remained vahd. the participant and E W
Payne would sometunes agree different maximum hmus and the Pool Participant’s proportion

of the timit would sometimes change

The E W Payne Pools wrote London market reinsurance business from 1960 to 1985 No
direct business was written by the E W Payne Pools

DETAILS OF EACH OF THE FOUR E W PAYNE POOLS
The E W Payne Pools consist of the following four separate pools
Excess of Loss Pool No 1

This operated between 1960 and 1985 It had on average 100 participants and wrote the
following ten classes of business (1) Fire and Allied Perils, (1) General, (1) Third Party,
(1v) Construction and Erection nisks, (v) Personal Accident Excess of Loss, (vi) Personal
Accident Fatals, (vu) Aviation General Whole Account Excess of Loss, (viu) Motor,
(1x) Marine, and (x) Miscellaneous (a} Non-marine, (b) Aviation For the period 1975 to 1985
the categories were as follows (1) & (1) Fire & Miscellaneous Non Marine, (1) Third Party,

(1v) Marine, (v) Personal Accident, {v1) Aviation
Excess of Loss Pool No 2

This operated between 1974 and 1982 It had on average 20 participants and wrote the
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following four classes of business (1) Fire and Miscellaneous and General Whole Account,
(11) Third Party, Construction and Erection Risks (111} Matine and (1v) Aviation

Excess of Loss Pool No 3

This operated in 1983 only It had eight participants and wrote the following four classes of
business (1} Fire and Miscellaneous and General Whole Account, (n) Third Party,
Construction and Erection Risks, (1) Marine, and (1v) Aviation

"X" Account Pool

This operated between 1961 and 1968 1t had six parucipants and wrote 10 classes of
business For the years 1961-1967. the following classes of business were written (1) General,
(1) Fire, (1) Riots, (1v) Docks, (v) Stop Loss, (vi) Third Party, (vi1) Personal Accident, (viit)
Professional Indemnity, (1x) Aviation, and (x) Misceilaneous For 1968 categories (1), (11),
(v1), (viu), (1x) and Marine were written

PARTICIPATION ON THE E W PAYNE POOLS

The make-up of the E W Payne Pools would vary from year to year The Pool Participants
and thewr proportions of the risks written would vary Each Pool Participant's share of the risk
bemg assumed by the relevant E W Payne Pool would be determined by the number of
members in that Pool in a particular year and by reference to the hmit set out in 1ts
coverholder agreement with E W Payne for that particular year Each nisk was underwritten,
dependent on the class of business, by all the participants participating in the relevant E W
Payne Pool at the time the risk was written

The E W Payne Pools have approximately 84 cedants with open claims attaching, Equitas
representing one cedant for all Lloyd's syndicates When the E W Payne Pools reinsured a
cedant, the pool stamp would appear on the Brokers part ‘B’ slip The Pool Participants'
details would not appear on the E W Payne Pool stamp However, the cedant would have been
provided with a cover note setting out the share of the risk assumed by each participant of the
E W Payne Pools The cedant would therefore have been aware of all the Pool Participants in
the relevant E W Payne Pool that were underwniting the risk

Accordingly, given the fact that the E W Payne Pools commonly wrote small percentages of
business on different contracts over different years which would be shared amongst a large
number of Pool Participants year by year, each Pool Participant's share of the business written
by the E W Payne Pool was typically extremely small There were on average 100
Participants in Excess of Loss Pool No | per underwriting year which would commonly share
a small percentage of the risk written by that Pool Excess of Loss Pools Nos 2 and 3 and the
"X" Account did not have as many Pool Participants as Excess of Loss Pool No I However,
when written alongside Pool 1, these Pools generally took smaller shares of the risks than the
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No 1 Pool, which resulted 1n each of those Pool Participants also having a small share of the
risk written by those Pools An example of the number of Participants in Excess of Loss Pool
No 1 and each Participant's percentage share of the nisks being written by that Pool in 1980
1983 and 1985 15 set out Appendix G

Further Pool Participants in the E W Payne Pools did not front for each other when they
wrote the risk Fronting occurs where one participant 1n a pool accepts a larger proportion of
the risk than would normally be the case (1 € 1n accordance with the normal pool percentage
shares) 1n 1ts own name and then reinsures erther the whole of that risk or part of 1t with other
members of the pool Given that none of the E W Payne Pools' Participants fronted for each
other the gross habilities of each of the Pools would remain with each of the Pools’
Parucipants 1n the relevant Pools at the time the risks were writtenr and 1n the percentage
shares which they accepted

In pool arrangements external remnsurance 1s also often arranged on behalf of the pool
members However no external remnsurance was purchased centrally for the E W Payne
Pools

THE SCHEMES

If you entered into one or more Reinsurance Contracts with any of the above E W Payne
Pools m any of the following years

Excess of Loss Pool No | 1960 to 1985 mnclusive
Excess of Loss Pool No 2 1974 to 1982 inclusive
Excess of Loss Pool No 3 1983

"X" Account Pool 1961 to 1968 inclusive

any unpaid Agreed Paid Losses, Non-agreed Paid Losses, Qutstanding Losses and IBNR
arising on those Reinsurance Contracts will be subject to the determmation process under the
Scheme

FURTHER INFORMATION

Scheme Creditors requiring assistance n identifying thewr involvements with the E W Payne
Pools and establishing which of the Scheme Companies underwrote their policies are
requested to contact the Scheme Manager The Scheme Manager will respond to such
requests by providing the Scheme Creditors with the relevant schedules detailing the
partictpation by each of the Scheme Companies on each of the Pools by class of business for
each underwriting year for which the Scheme Creditor purchased reinsurance from the Pools
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HOW DOES THE SCHEME WORK? A DETAILED EXPLANATION
Qverview

The purpose of the Scheme 1s 1o bring the run-off of Scheme Liabthties to an earlier
close than in the normal course The Scheme establishes a method for the valuation
and carly payment in full of all Scheme Liabihties

Although set out in one document, the Schemes are in law separate schemes of
arrangement for each Scheme Company The Schemes proposed by each Scheme
Company are 1dentical

All references to clauses tn this explanation of how the Scheme works are to the
Scheme shown at pages 39 to 80

Application of the Scheme

The Scheme will apply to any claim agamst a Scheme Company 1n respect of a
Scheme Liabihty existing as at the Ascertainment Date The term "Scheme Liability”
1s defined in the Scheme, but in summary it means any hiability of a Scheme Company
artsing on or mn connection to a Remsurance Contract underwritten by that Scheme
Company through its participation in the E W Payne Pools All other habilities of the
Scheme Companies will be unaffected by the Scheme

Effect of the Scheme and stay of Proceedings

If the Scheme becomes effective for a Scheme Company, 1t will bind all Scheme
Creditors of that Scheme Company

Once the Scheme 1s effective, 1t provides that Scheme Creditors will not be permitted
to commence or continue any Proceedings against the Scheme Companies to establish
the existence or amount of any Scheme Claim Any Scheme Claim which cannot be
resolved by agreement between the Scheme Manager and a Scheme Creditor will be
determined by the Dispute Resolution Procedure provided for by the Scheme

Similarly, unless a Scheme Company has failed to make a payment which 1t 1s obliged
to makec under the Scheme, a Scheme Creditor 1s prohibited from taking any
Proceedings against the Scheme Company for the purpose of enforcing payment of a
Scheme Claim

If, despite these prohibitions, a Scheme Creditor does pursue Proceedings against a
Scheme Company and obtains money or property as a result, this 1s to be treated as an
advance payment under the Scheme The Scheme Creditor's entitlement to payment
under the Scheme will be reduced or extingwished accordingly Any amounts
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recovered or costs In excess of that entitiement must be repaid to the Scheme

Company

The Scheme will not affect a Scheme Creditor's right to enforce any Letter of Credit or
other Secunty provided 1t 1s done 1n accordance with the terms on whach the Letter of
Credit or the Secunity was established Where there 1s Security provided by one of the
Scheme Companies which is surplus to what 1s required to meet the purpose for which
it 1s provided a Scheme Creditor may be authornised to utihise the Security by way of
payment of some or all of 1its Net Established Liabtlity, in which case it will be
assumed that 1t will do so

Distribution of Claim Forms

As soon as reasonably practicable after the Effective Date, the Scheme Manager will
advertise notice of the Effecuve Date and the Bar Date 1n the same publications that
were used to advertise notice of the Scheme Meetings Notices wilk also be sent to
Scheme Creditors and be placed on the Scheme Website

Within 21 days of the Effective Date. the Scheme Manager will send to every known
Scheme Crediter, for whom 1t has what 1t believes to be a valid address and/or email
address, notice that the Scheme has become effective together with details of the Bar
Date At the same time the Scheme Creditor will also be sent a Claim Form to claim in
the Scheme

The Clatm Form

Teo assist Scheme Creditors in making their Scheme Claim, their Claim Form, as
prepared by the Scheme Manager, will include details of a Scheme Creditor's Agreed
Paid Losses, Non-Agreed Pard Losses and OQutstanding Loss Claims for each
Remnsurance Contract, as recorded on the Scheme Manager's systems as at the
Effective Date If Scheme Creditors require more details about the values given on the
Claim Form, for mnstance, allocating the claims between the Reinsurance Contracts
written by the Scheme Companies, they may request such information from the
Scheme Manager

The value of a Scheme Creditor's IBNR Claim will also be set out on the Claim Form
To avoid using a complicated estimation methodology with all 1its associated costs to
both Scheme Companies and Scheme Creditors, the Scheme provides that the value of
a Scheme Creditor's IBNR Claim will be calculated by reference to 1ts undiscounted
Outstanding Loss Claims Loading Percentages of 200% will be applied to
Outstanding Loss Claims relating to Asbestos Losses, 75% will be apphed to
Outstanding Loss Claims relatimg to Pollution Losses and 25% will be apphed 1o
QOutstanding Loss Claims relating to other types of loss
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After the application of the above Loading Percentages a Discount Rate of 25% will
be applied to all Quistanding Loss Claims and IBNR Claims on the Claim Form to
take account of the net present value of those clums A lower Discount Rate of 5%
will be applied to Non-Agreed Paid Losses

Return of Claim Forms and the Bar Date

The Bar Date 1s a critical part of the Scheme process as 1t sets a point in time - one
minute before midnight in the UK on the first Business Day falling 150 days after the
Scheme has become effective - by which Scheme Claims must be submitted by
Scheme Creditors and received by the Scheme Manager Claim Forms must be
submitted either by post or by e-mail

At least 28 days before the Bar Date the Scheme Manager will send a reminder of the
impending Bar Date to Scheme Creditors to whom Claim Forms have been sent and
will also advertise notice of the Bar Date tn the publications used to advertise notice of
the Scheme Meetings Scheme Creditors which have not provided an e-mail address
will be notified by Post

If a Scheme Creditor submits more than one Claim Form (either 1n paper form or
attached to an email in electronic form), the last Claim Form to be submitted wiil be
taken as being 1ts Claim Form and the information on any prior Claim Form will not
be taken into account

If, at any pomnt before the Bar Date. a Scheme Creditor would like the Scheme
Manager to start processing its Claim Form, 1t can ask for this work to be carnied out
This may enable payment to be processed sooner Even 1f thus work 1s being carried
out prior to the Bar Date, the Scheme Manager will, on request, allow further
submissions up to the Bar Date

If a Scheme Creditor does not amend and return its Claim Form by the Bar Date,
the values on the Claim Form as prepared by the Scheme Manager shall be
automatically deemed to be the Scheme Creditor's Established Liability. The
Scheme Creditor will lose 1ts entitlement to assert any additional Scheme Claims
or amend the information on its Claim Form in such circumstances.

As a result, if a Scheme Creditor does not wish to make any amendments to the
information on the Claim Form as prepared by the Scheme Manager, 1t does not need
to return its Claim Form by the Bar Date However, submitting the Claim Form
sooner, by way of confirmation, may speed up payment of Scheme Creditors' Net
Established Liabilities
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If a Scheme Creditor does wish to amend the informauon on ts Claim Form. such
amendment must be supported by evidence Such supporting evidence must be
supphed with the Claim Form in order to substantiate any amendment entered onto the
Claim Forms As 1t may not be possible for supporting evidence to be submitted
electromcally the Scheme Manager will accept supporting evidence received up to
seven days after the Bar Date so long as the Claim Form itself 1s received by the Bar
Date The Claim Forms are accompanied by detailed gumidance notes and instructions,
which give information as to the type of evidence which may be required to support an
amendment to a Claim Form Please note no amendment will be accepted to the IBNR
Loading Percentages or the Discount Rates

Where a Scheme Creditor has itself implemented a scheme of arrangement in which
the bar date n that scheme precedes the Ascertainment Date such Scheme Creditor
will have only either Agreed Pard Losses or Non-Agreed Paid Losses in the Scheme

Agreement of Claim Forms

Once a Scheme Creditor submits ts completed Claim Form to the Scheme Manager,
any alterations and new information on it wili be reviewed by the Scheme Manager If
the Scheme Manager agrees with the changes submitted on the Claim Form {or 1f no
changes have been madc {o the Claim Form) 1t will inform the Scheme Creditor as
soon as reasonably practicable after the Bar Date by sending a Valuation Statement
setting out tn writing 1ts agreement 1o the values on the Claim Form These values will
then become binding and will become what 1s termed 1n the Scheme as an Established
Liabtlity If the Scheme Manager does not agree with the amended values submitted
on the Claim Form, 1t will contact the Scheme Creditor as soon as reasonably
practicable after the Bar Date and thereafter try to reconcile the differences and seck
to agree the Scheme Claim The ume allowed for this whole agreement process is up
to 81 days from the Bar Date If agreement cannot be reached, then outstanding
disputes will be directed to the Dispute Resolution Procedure

Dispute Resolution Procedure

If a Disputed Claim s referred to the Dispute Resolution Procedure, the Scheme
Creditor will have 14 days to choose one of the following three candidates to be
appotnted as the Scheme Adjudicator to deal with that Disputed Claim

(1) Bill Bower,
(1) Ian Marshall, or

(m)  Philip Hestlinger
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if the Scheme Creditor does not choose one of the candidates within the 14 day ume
period the Scheme Manager shall choose one of the above three candidates to be
appointed as the Scheme Adjudicator to deal with the Disputed Claim

All submissions and documents provided for adjudication must be in English or
translated 1nto Enghsh The Scheme Creditor and Scheme Company in question are
entitled to make written submissions m support of their views 1o the Scheme
Adjudicator within 14 days of the dispute bemng referred to him A Scheme
Adjudicator may also request further supporting evidence from the Scheme Creditor
and/or any Scheme Company The Scheme Creditor and/or Scheme Company must
provide such evidence within 14 days The Scheme Adjudicator will base his decision
on the supporting evidence available to htm at the end of these periods, and 1s entitled
to consuit with professional advisers and to use hts general knowledge and experience
of the reinsurance market in coming to his deciston

The Scheme Adjudicator will inform the Scheme Manager and the Scheme Creditor 1n
writing of his determination 1n relation to a disputed matter within a maximum of 60
days of the matter being referred to him

Except in cases of Manifest Error a Scheme Adjudicator’s decision s final and
binding (except where the law does not permut this, for instance in cases of fraud)

The duties and functions of a Scheme Adjudicator are set out tn clauses 5 | and 5 2 of
the Scheme.

Valuation Statements

A Valuation Statement will be sent to each Scheme Company after the agreement or
adjudication of a Scheme Creditor's Scheme Claim

The Valuation Statement will set out the total value of a Scheme Creditor's
Established Liabiltty against the Scheme Company

The Valuation Statement wtll also show other balances including

. payments made by or to a Scheme Creditor in respect of s Established
Liability prior to the date of the Valuation Statement,

. any deductions following a costs award by the Scheme Adjudicator, such
awards can only be made 1n exceptional circumstances,

. the amount of any Scheme Claims which have been satisfied by the application
of Security Interests since the Ascertainment Date and the amount of any
Secunity Interests to be deducted from the Scheme Creditor's Established
Liability,
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. the amount of any advance pavyment made to the Scheme Creditor between the
Ascertainment Date and the Effective Date by the Scheme Company n respect
of what 1s determuned n the Scheme to be an Established Liabihty such
amounts arc to be deducted from the total of a Scheme Creditor's Established
Liability

. amounts treated as having been for the purpose of Clause 2 3 of the Scheme
obtained by a Scheme Creditor in breach of the Scheme, and

. commutations (and/or other settlements) up to the date of the Valuation
Statements being sent to Scheme Creditors

The amount shown on a Valuation Statement after the adjustments described above
will be the Scheme Creditor’'s Net Estabhished Liability A Valuation Statement
becomes binding upon the Scheme Creditor unless disputed within 28 days of the date
of the Valuation Statement A Valuation Statement can only be disputed 1f 11 contains
a clear typographical or mathematical error which 1s apparent on 1ts face or an crror in
the transposition of binding information to 1t These kinds of error are referred to as
Manifest Errors

Scheme Creditors will receive a statement aggregating all of thewr Net Established
Liabtities from their participattons on any of the Scheme Companics’ Schemes (a
Combined Valuation Statement) The aggregatton of amounts in respect of different
Scheme Companies on a Combined Valuation Statement may mvolve the setting off
of amounts shown as due from a Scheme Creditor to Scheme Companies against
amounts shown as due to that Scheme Creditor by other Scheme Companies

Currency Conversion

Scheme Claims will be denominated in their onginal currencies They will be
converted, however. into US Dollars on the Valuation Statement using the Spot
Exchange Rates taken from the Bank of England Statistical Interactive Database
{(www bankofengland co uk/statistics) for the last Business Day prior to the

Ascertainment Date (1€ 29 June 2007) Payment of Scheme Claims will be made in
US Dollars

Lloyd's Syndicates

The Scheme Company may treat the members of a Lloyd's Syndtcate as if they were a
single Scheme Creditor of the Scheme Company
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Managing general agents. line-slip holders. managers of underwriting pools

Where one enuity such as a poo! manager, managing agent. hne-shp holder or holder
of a broker cover authority or binding authority 1s authonsed to act on behalf of a
number of Scheme Creditors, the Scheme Manager may require it to allocate Scheme
Claims between its principals As an alternative, the Scheme Manager may treat that
entity as 1f 1t were the principal creditor or debtor in place of its principals. unless
notice 1s given that the entity has no authority to act on their behalf or that the
principal does not wish its payments to be made to the agent

Payment of Net Established Liabihinies

Payment of Net Established Liabilities will be made as soon as possible after a
Valuation Statement becomes binding although not before all Scheme Creditors have
received binding Valuation Statements Payment will be by cheque or 1f requested, by
telegraphic transfer

If a Scheme Company 1s a Scheme Creditor in respect of one or more of the Schemes
being proposed by the other Scheme Companies, any amounts payable to 1t pursuant
to those other Schemes will be off-sct against the amounts 1t owes those other Scheme
Companies which are Scheme Creditors under 1ts own Scheme

Cessation of normal course payments

The Scheme Companies shall be entitled not to pay or discharge Scheme Claims in the
normal course of business from the Effective Date

Effect of payments

Payment or deemed payment of a Net Estabhished Liability will be 1n full and final
settlement of all and any Scheme Liabilities and Net Established Liabilities of the
relevant Scheme Creditor against a Scheme Company

Reversion to run-off

If the total value of all the agreed and adjudicated Scheme Claims against a Scheme
Company 1s equal to or greater than 30% or US$250.000 higher than the predicted
total value for those Scheme Claims (as shown on the Claim Forms oniginally sent to
Scheme Creditors), the Scheme Company will have the option to exercise the
reversion to run off provision in the Scheme Once tniggered the Scheme Company
has three options

(a) revert to run-off 1n respect of all Remsurance Contracts to which all the Net
Established Liabilities against that Scheme Company relate,
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(b)  revert to run-off 1n respect of those Remsurance Contracts in respect of which
Scheme Creditors whose Net Established Liabihines. as set out on therr
Valuation Statements are equal to or greater than 30% or US$250 000 higher
than the value of their Scheme Claims as set out on the Claim Forms imiually
sent to them by the Scheme Company — if the Scheme Company chooses this
opuion. all its other Scheme Creditors will be oftered the choice of having their
Remnsurance Contracts also run-off rather than be termmnated by the Scheme, or

(c) continue with the terms of the Scheme
The Scheme Manager

The Scheme Manager will be Remsurance Solutions Limited which has been
handhing the administration of the E W Payne Pools since they went into run-off The
Scheme Manager has responsibility for implementing the Scheme process, on behalf
of the Scheme Companies As there are 82 Scheme Companies. 1t ts intended that the
Scheme Manager will provide Scheme Creditors with a single point of contact, and the
knowledge that it 1s dealing 1n a consistent way with the day-to-day running of the
Scheme The Scheme Manager 1s the agent of the Scheme Compames acts mn
accordance with their instructtons (Clause 4 2(a)) and has a duty to act i good faith

The duties and functions of the Scheme Manager are set out in Clause 42 These
duties and any liabilities of the Scheme Manager under the Scheme are limited by
Clause 4 4

The Scheme Advisers

The role of the Scheme Adwvisers 1s to advise the Scheme Manager on the proper
implementation of the Scheme The Scheme Manager has appointed Mike Walker and
John Wardrop. both partners of KPMG LLP, as the Scheme Advisers

The duties and functions of the Scheme Advisers are set out in Clause 4 1| These
duties and any lLiabiltties of the Scheme Advisers under the Scheme are Iimited by
Clause 4 4

Extension of time limits

Subject to the provisions of the Dispute Resolution Procedure (Clause 5 of the
Scheme), the Scheme Manager may, after consultation with the Scheme Advisers and,
at 1ts absolute discretion extend any of the time limits set by the Scheme, apart from
the Bar Date for any one or more of the Scheme Creditors (Clause 2 11(a)) The Bar
Date, however, cannot be extended This 1s because the Bar Date s critical to the
whole process of commencing work to value Scheme Claims and to payment
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Completion of the Schemes

Each Scheme will be completed when the Scheme Manager places an entry on the
Scheme Website announcing that the Scheme has been implemented 1n accordance
with its terms  This certification will be given as soon as 1s practicable after all Net
Established Liabilities of the Scheme Company have been paid Following such
certification. the Scheme Adjudicator. the Scheme Manager and the Scheme Advisers

will be released from their obligations under the Scheme

Once the Scheme has been declared completed. all Scheme Liabiliies will be deemed
to have been paid and Scheme Creditors will have no further rights under the Scheme
or in respect of Scheme Claims

If one of the Scheme Companies becomes subject to an Insolvency Event during the
period of the Scheme, the Scheme will continue so far as the law permits If any
liquidator provisional hquidator, administrator or supervisor of the Scheme Company
chooses not to continue with the tmplementation of the Scheme. the Scheme will
continue 1n the case of other Scheme Companies’ Schemes

Governing law and jurisdiction

The Schemes will be governed by and construed in accordance with the laws of
England The Court 1s given exclusive jurisdiction to hear and determine any disputes
which arise out of the Scheme or any associated document or out of any action taken
or omitted to be taken under the Scheme or in connection with the administration of
the Scheme (Clause 7 2)
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In the Scheme. unless inconsistent with the subject or context, the following words

shall have the following meanings

1985 Act

Agent

Agreed Claim

Agreed Paid Losses

Asbestos Losses

Ascertainment Date

Bar Date

Business Day

Claim Form

the Companes Act 1985 as amended and 1n force at
the Effecuve Date

any person other than a broker who is authorised
whether actually or ostensibly to act on behalf of any
Scheme Creditor

a Scheme Claim that has becn agreed by the
Scheme Company and the Scheme Creditor 1n
accordance with Clause 3 5 of the Scheme.

losses which were settled by the Scheme Creditor and
were agreed with the Scheme Company before the
Effective Date

any Liabihity of a Scheme Creditor for persenal
tnjury which 1s alleged to have been caused in whole
or i part by the mining. manufacture sale,
distnibution, use, installabon or removal, or handhng
or exposure 10 asbestos, asbestos products, asbestos
fibres or asbestos dust in respect of which a Scheme
Creditor 1s covered under a Rewnsurance Contract,

30 June 2007,

the deadline for submitung completed Claim Forms
being one minute before midnight 1n the UK on the
first Business Day falhng 150 days after (and not
inctuding) the Effective Date,

any day between 9am and 5 30pm. other than
Saturday, Sunday, or any other day on which banks
are not open for normal banking bustness in the City
of London,

the claim form to be sent to Scheme Creditors in
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Companies Act

Court
Court Order

Discount Rates

Dispute Resolution
Procedure

Disputed Claim

Effective Date

Electronic Equmpment
Electronic Form

Established Liability

Explanatory Statement

E W Payne

E W Payne Pools

42
accordance with Clause 3 4 of the Scheme

the Companies Act 2006 as amended and n force at
the Effecuive Date,

the High Court of Justice of England and Wales,
the Order of the Court sanctioning the Scheme,

the percentage reductions set out 1n Clause 3 3 which
will be applied to all Non-Agreed Paid Losses.
Qutstanding Loss Claims and 1BNR Claims on the
Claim Form to take account of the net present value

of those claims,

the procedure for resolving a Disputed Claim as set
out in Clause 5 of the Scheme,

a disputed Scheme Liabihty which has been referred
for adjudication n accordance with Clauses 3 5{c)
and 3 5(d) of the Scheme,

for each Scheme Company the date on which the
office copy of the Court Order ts delivered to the
Registrar of Compantes for registration,

a fax machine or computer,
by fax or by email in pdf or tif format,

a Scheme Liabihity that has been agreed or
determined under Clauses 3 5(a), 3 5(b), 3.5(¢} and
Clause 5 of the Scheme,

the statement prepared in accordance with section
897 of the Compantes Act explaining the effect of the
Scheme to Scheme Creditors;

E W Payne & Co Limited. as more particularly
explained in the History Of The E W Payne Pools
And Description Of The Scheme Business section of
the Explanatory Statement,

the Excess of Loss Pool No 1, Excess of Loss Pool
No 2, Excess of Loss Pool No 3 and the "X’ Account
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Excess of Loss Pool No 2

Excess of Loss Pool No 3

IBNR

IBNR Claim

IBNR Loading Percentages

Individual Settlement
Payment

Insolvency Act

Insolvency Event
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Pool. all operated by E W Payne

one of the E W Pavne Pools operating from 1960 to
1985 inclusive

one of the L W Payne Pools operating from 1974 to
1982 inclusive.

one of the E W Pavne Pools operating in 1983 only

incurred but not reported losses, namely losses which
as at the Ascertainment Date have been incurred but
have not been reported to the Scheme Creditor giving
rse to a Scheme Claim,

claims against or Liabthities of a Scheme Creditor in
respect of IBNR arising under Reinsurance Contracts
giving rise to a Scheme Claim,

the percentages applied to a Scheme Creditor's
Outstanding Loss Claims derived from Asbestos
Losses, Pollution Losses and Other Losses under
Clause 3 2,

a payment made 1n accordance with Clause 3 7(b),

The Insolvency Act 1986 as amended and 1n force as
at the effective date,

{a) an order of the Court to wind up the Scheme
Company compulsorily pursuant to the
Insolvency Act,

(b} the commencement of a creditors’ voluntary
liquidation mn accordance with the provisions
of the Insolvency Act n respect of the
Scheme Company,

(c) the appointment of an administrator, recerver
or administrative recerver of the Scheme
Company 1 accordance with the provisions
of the Insolvency Act,
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Liability

Lloyd’'s Syndicate

Manifest Error

Mentally Disordered
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(d) the appointment of a provisional hiquidator of
the Scheme Company in accordance with the
provisions ol the Insolvency Act.

(¢)  a determunation by the Scheme Company that
the value of 1ts assets 15 less than the value of
its discounted Liabilities or

(H any Proceedings analogous to those described
in (a) to {e) above n any other pnsdiction
concerning the Scheme Company,

any valid letter of credit 1ssued to or for the benefit
of a Scheme Creditor tn respect of a Remnsurance
Contract,

any oblhigation or hability of a person whether 1t 1s
present, future. prospective or contingent, whether 1ts
amount 15 fixed or unhquidated, whether or not 1t
involves the payment of money, which arises at
common law, n equity, by contract, by statute (in
England and Wales or 1n any other jurisdiction) or in
any other manner whatsoever provided that such
expression does not include any obligation or habihity
which s barred by statute or 1s otherwise
unenforceable as at the Effective Date For the
avoidance of doubt, where any obligation or hability
under a contract or policy 1s void or, being voidable,
has been duly avoided, no obligation or liability shall
arise in respect of such obligation or lrability,

a group of underwriting members of Lloyd's to which
a number 18 assigned on behalf of the Council of
Lloyd's in respect of an underwriting year,

a clear typographical or mathematical error in the
Valuation Statement or in the information attached to
the Valuation Statement which, on the face of 1it, ts an
obvious error,

mentally disordered means. 1n relation to an
individual, where he 1s a patient within the meaning
of Part X (s145(1)) of the Mental Health Act 1983 or
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Net Established Liabihity

Net Established Liability
Date

Non-Agreed Paid Losses
fAccruals

Other Losses

Outstanding Loss Claims

Pollution Losses

Pool Participant
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Part 23 (s329(1)) of the Mental Health (Care and
Treatment) (Scotland) Act 2003 as amended and 1
force at the Effective Date. or an order 1s made by a
court having jurisdiction in matters concerning
mental disorder for his detention or the appomtment
of a recerver or other person to exercise power over
his affairs

the final balance following the accumulation of the
amounts referred to 1n Clauses 3 6(a)(1) to 3 6(a}v)
as set out on a Scheme Creditor's Valuation

Statement.

the date on which any particular Scheme Liability
becomes a Net Established Liability.

losses which have been settled by a Scheme Creditor
and submutted to the Scheme Company but which
have not yet become Agreed Paid Losses, this
includes Accruals which are losses which have been
settled by a Scheme Creditor, which have not been
agreed by the Scheme Manager.

any Liabihity of a Scheme Creditor for losses ansing
under Reinsurance Contracts which are not Asbestos
l.osses or Pollution Losses,

claims against or Liabilities of a Scheme Creditor in
respect of losses ansing under Reinsurance Contracts
which have been notified but not yet settled by the
Scheme Creditor giving rise to a Scheme Claim.

any Liability of a Scheme Creditor for losses ansing
under Remnsurance Contracts which are alleged to
have been caused 1n whole or 1n part by the emission.
discharge, dispersal release or escape of any solid,
liquid, gaseous or thermal contaminant, irritant or
poliutant,

any of the companies that participated on the E W
Payne Pools,
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Proceedings

Property

Proxy Form

Registrar of Companies

Reinsurance Contract

Reversion to Run-Off

Event

Reversion to Run-~-Off
Option

Scheme

Scheme Adjudicators
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despatch by hand pre-paid first class post air mail or

courier service,

any action. step or other legal proceeding m any
Junsdiction or forum, including, without limtation,
any demand  arbitration, alternative  dispute
resolution procedure. judicial review. adjudication
excceution  seizure,  forfeiture, re-entry, hen,

enforcement of judgment or enforcement of security,

all forms of property including money goods. things
tn action, land and any and every description of
property wherever siuated together with obligations
and every description of interest, whether present or
future, vested or contingent, ansmg out of, or
incidental to. property,

the form approved by the Court for the appointment
of proxies for the purposes of voting at the Scheme
Meetings,

the registrar or other officer responsible for
registering companies 1in England and Wales n
accordance with the Companies Act,

a contract or policy of reinsurance or retrocession of
any kind whatsoever entered into by or on behalf of
one or more of the Scheme Companies with a
Scheme Credutor,

an event occurring n accordance with Clause 6 3(a),

one or more of the two options to revert to run-off set
out m Clause 6 3(b)(1) and (),

all or any of the schemes of arrangement pursuant to
Part 26 of the Companies Act proposed n relation to
all or any of the Scheme Compantes as set out 1n this
document or as may be modified in accordance with
Clause 15,

the persons named i Clause 5 1(¢) or any other
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person or persons subsequently appointed as Scheme
Adpdicator.

a notice served in accordance with Clause 5 2(a)

a notice served in accordance with Clause 5 2(b)

Mike Walker and John Wardrop both partners of

KPMG LLP of 8 Salisbury Square. London EC4Y
8BB, or any other person or persons subsequently
appointed as Scheme Advisers.

the business of the E W Payne Pools.

any Liability of a Schemc Company to a Scheme
Creditor arising out of Scheme Business

any company listed on pages 2 to 10 of the
Ixplanatory Statement.

in relation to a particuiar Scheme Company a person
who 1s or claims to be a creditor of that Scheme
Company n respect of a Scheme Liability,

a Liabihty which 1s or may become payable to the
Scheme Company,

(a) all  costs, charges. EXpenscs and
disbursements reasonably incurred by the
Scheme Manager on behalf of the Scheme
Companies 1n connection with the negotiation
and preparation of the Scheme, including the
costs of holding the Scheme Meectings to
consider and, if thought appropriate, approve
the Scheme and the costs of obtaining the
sanctton of the Court to the Scheme,

b) all  costs, charges, expenscs and
disbursements and other debts (but not
including Scheme Liabiiities) incurred by the
Scheme Manager 1n the course of carrying out
the Scheme and of complymmg with the
provisions of the Companies Act and the
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1985 Act

(c) insofar as they do not fall wiathin {a) or (b) all
costs, charges. expenses and disbursements
incurred by. and the remuneration of the
Scheme Manager, the Scheme Advisers and
the Scheme Adjudicator to the extent that
such costs. charges, expenses, disbursements
and remuneration are referable to the
implementation of the Scheme.

(d) msofar as they do not fall within (a), (b) or
(c), all costs charges, expenses and
disbursements which the Scheme Companies
are obliged to pay by reason of the obligations
imposed on the Scheme Compantes by the
Scheme excluding Scheme Liabilities, and

(e) notwithstanding that the Scheme shall have
terminated, the costs of placing all notices
required by the Scheme and the costs of the
Scheme Adjudicator 1n conducting Scheme-
related work or the Scheme Advisers n
advistng on Scheme-related work after any
such termination or reverston to run-off,

any Liability arising n relation to Scheme Business
to which a Scheme Company 1s subject as at the
Ascertainment Date,

Remnsurance Solutions Limited of Mayland House,
Mayland Road, Witham, Essex CM8 2UP or any
person or persons subsequently appointed as Scheme
Manager,

the meeting of Scheme Creditors held pursuant to an
order of the Court to consider and vote on the
Scheme,

www ewpaynepools com,

any vahd mortgage, charge, lien, assignment by way
of security. other security iterest over Property of all
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or any of the Scheme Companies or bond given by all
or any of the Scheme Compamies m respect of a
Remnsurance Contract or mn relation to Proceedings
concerning a Reinsurance Contract,

i relation to a company or a hmited habibty
partnership, 1f 1t becomes subject 10 an Insolvency
Event or. 1o relation to an indrvidual 1f he

(a) dies,

(b) 1s convicted of an indictable offence
{c) resigns his appointment by notice
{d) becomes bankrupt,

(e) 15 disquahfied from aciing as a director of a
company under the Company Directors
Disqualification Act 1986 of Great Britawn, or

H becomes Mentally Disordered,

an amount equal to the total of a Scheme Creditor's
Net Established Liability under each Scheme,

a payment made 1n accordance with Clause 3 7(b),

Umited States dollars, or other lawful currency. for
the time being of the United States of America,

a statement to be prepared 1n accordance with Clause
3.6 of the Scheme,

the form approved by the Court for registering votes
for the purposes of voting at the Scheme Meetings,
and

one of the E W Payne Pools operating from 1961 to
1968 inclusive
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[nterpretation
In the Scheme

(a) references to Pans Clauses and Schedules are references to the Parts, Clauses
and Schedules of the Scheme,

(b) references to a person include an individual firm, company, corporation or
unincorporated body of persons.

(c) the singular includes the plural and vice versa and the masculine includes the
feminine and vice versa, and

(d) references to a statute or to a statutory provision or to a statutory mnstrument or
yp Yy
provision of a statutory instrument include the same as subsequently re-enacted
or consohdated from time to time

The Scheme Companies
The Scheme Companies listed on pages 2 to 10 of the Explanatory Statement
Participation in the Scheme

(a) The Scheme Advisers, the Scheme Manager and the Scheme Adjudicator have
cach, as appropnate, consented to act in relation to and/or agreed to be bound
by the Scheme

(b) The Scheme Companies have authonised the Scheme Manager to execute or do
or to procure to be executed or done all documents, acts or things as may be
necessary or as the Court may order necessary to be executed or done by the
Scheme Companies or on their behalf to implement and to give effect to the
Scheme

Mod:fication of the Scheme

The Scheme Manager may consent on behalf of all those concerned to any
modification of or addition to the Scheme or any terms or conditions which the Court
may thmk fit to approve or impose, at any hearing to sanction the Scheme, provided
that there 1s no matenal prejudice to Scheme Creditors
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GENERAL PROVISIONS

Application and purposes of the Scheme

(a)

(b)

The Scheme shall apply only to Scheme Creditors and only n relation to
Scheme Liabilittes  All other Liabilines of the Scheme Company shall be
unaliected by the provisions of the Scheme

The purposes of the Scheme are

(1) to determine the Scheme Company's Lstablished Liabilities to Scheme

Creditors, and

(n} 10 pay to each Scheme Creditor the amount of the Net Established
Liabtlity owing to 1t

Effective Date

The Scheme shall come into effect on the Effective Date

Lnforcement of Scheme Liabihities

(@)

(b)

(c)

Following the Effective Date (and subject to Clause 2 12). the Company will
not make payment to Scheme Creditors 1n respect of thewr Scheme Liabihities,
other than thewr Net Established Liabihities. unless the Company reverts to run-
off in accordance with Clause 6 3, in which case the Scheme shall terminate
and the Company may resume payments to its Scheme Creditors n the
ordinary course of business

Without prejudice to Clause 5, no Scheme Creditor shall be entitled to
commence or continue any Proceedings or other judicial, quasi-judrcial or
regulatory process whatsoever against the Scheme Company or tts Property n
any jurisdiction for the purpose of obtaining payment directly or indirectly of a
Scheme Liability, except in relation to any Proceedings against the Scheme
Company or its Property, (1) where the Scheme Company has failed to perform
any obligation to make payment of a Net Established Liability to a Scheme
Creditor or (1) commenced with the written consent of the Scheme Manager

Without prejudice to all other rights and remedies available to the Scheme
Company. 1If after the Effective Date any Scheme Creditor takes any action
which 15 prohibited by Clause 2 3(b) it shall be treated as having recerved an
advance payment on account of its Scheme Liabihties equal to the amount or
gross value of any money, Property benefit or advantage obtained by 1t at the
expense of the Scheme Company as a result of such action. and the extent 1o
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which 1t 1s entitled to receive any payment under the Scheme n respect of 1ts
Established 1iability shall be determined accordingly

For the purposes of Clause 2 3(¢) the gross value of any money Property
benefit or advantage obtained as aforesaid shall be determined by the Scheme
Company or n case of dispute by the Scheme Adjudicator and (without
prejudice to the generality of the foregoing) may include such amount as may
be considered to be appropriate by way of interest, costs, charges and expenses
incurred by or on behalf of the Scheme Company as a consequence of the
action prohibtted by Clause 2 3(b)

Security Interests and Letters of Credut

(a)

(b)

(c)

(d)

Nothing n the Scheme shall preclude a Scheme Creditor from obtamning
payment under a Security Interest or Letter of Credit 1n accordance with its
terms and those of the relevant Rewnsurance Contract to satisfy any Scheme
Liabilety wn respect of which such Secunty Interest or Letter of Credit was
created or 15sued

Nothing n the Scheme shall affect the rights of the Scheme Company against
any person 1n respect of any enforcement of any Security Interest or Letter of
Credit created or 1ssued n respect of the Scheme Company, including but not
fimited to. any improper or excessive enforcement or drawdown

Where a Scheme Creditor has the benefit of a Security Interest or Letter of
Credit m respect of all or part of its Established Liability, as a precondition of
recerving payment under the Scheme, the Scheme Creditor shall be required to
take such steps as the Scheme Company may, n its sole discretion. require to
release, discharge, cancel and account for the relevant Security Interest or
Letters of Credit Without prejudice to the generality of the foregoing. where
the security n question 1s a Letter of Credit, the Scheme Creditor shall be
requtred for the purposes of this sub-clause to (a) return to the Scheme
Company the relevant oniginal Letter of Credit, or (b) in the sole event that the
relevant original Letter of Credit has been musplaced, destroyed or lost by the
Scheme Creditor execute a release agreement in relation to the relevant Letter
of Credit, prior to receving payment under Clause 3 7

If a Scheme Creditor recovers any sums under any Security Interest or Letter
of Credit after the Bar Date

(1) those sums shall be deducted from its Established Liability in respect of
any Retnsurance Contract to which the Secunty Interest relates n
calculating such Established Liability. and
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(1) 1t shall hold any such sums that exceed its Estabhished Liability n
respect of any Rewmsurance Contract to which the Secunty Interest
relates. on trust for the Scheme Company and shall unmediately pay
them to the Scheme Company withowt set-off deduction retention,
abatement or counterclaim Interest will accrue on the debt represented
by the excess over the Established Liabihity from the date on which the
value 15 obtained by the Scheme Creditor, at a rate of 2 per cent above
the highest base rate applied by The Bank of England The Scheme
Creditor may not apply the excess to any other Liabilities of the Scheme
Company unless 1t 1s entitled to do so by the contract in connection with
which or under which the Secunity Interest has been granted

FOl'Clgn CUrréncy conversions

In determining any set-off, counterclaim or Security Interest or amount available
under a Letter of Credit n relatton to 2 Scheme Ltabihity where the set-off,
counterclaim or Security Interest 1s expressed mn a currency other than the currency n
which the relevant Scheme Liability was incurred, the amount of set-off, counterclaim,
Security Intercst or Lefter of Credit amount shall be converted into US Dollars as at
the Net Established Liability Date, being the date on which the sct-off counterclaim or
Security Interest or Letter of Credit amount 1s determined The rate of any currency
conversion under this Clause 2 5 shall be the Spot Exchange Rate for the particular
currency taken from the Bank of England Statisucal Interacuve Database
{www bankofengiand co uk/statistics) for the Net Estabhished Liability Date

Broker funding

Clamns against the Scheme Company by brokers or Agents in respect of amounts paid
by them whether voluntarily or involuntanly

(a) tn satisfaction of or towards a Scheme Creditor's claims against the Scheme
Company, or

{b) to a remsurer or retrocessionaire 1 payment of or towards premiums due from
the Scheme Company to that reinsurer or retrocessionaire,

shalil not be admitted as Scheme Liabilities unless erther

(a) the said Scheme Creditor, remsurer or retrocessionaire shall have assigned to
the relevant broker or Agent 1n writing 1ts claim against the Scheme Company
and given written notice of that assignment to the Scheme Company Where
any such assignment takes place after the Effective Date the relevant Scheme
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Creditor. reinsurer or retrocessionarre shall give notice of 1t by Post to the

Scheme Company, or

(b) the payment was made pursuant to a pre-existing contractual. statutory or other
legal obhgation of the broker or Agent to or at the request of the Scheme
Company

Treatment of Lloyd's Syndicates

The Scheme Company may treat the members of a Lloyd's Syndicate which has a
Scheme Liabihty as if they were a single Scheme Creditor of the Scheme Company 1n
respect of that Scheme Liability and the members of a Lloyd's Syndicate which owes
money to the Scheme Company as a single debtor ot the Scheme Company in respect
of the sum due, provided that

(a) all years of account have been closed by means of remsurance to close into a
later year such that the rights and lrabilities of the members of the syndicate 1n
such closing year will become nstead the rights and habilities of the members
of the successor syndicate or syndicates in such later year, and

(b) the Scheme Liability in question 1s that arising from such later vear
Treatment of assignees

Claims against the Scheme Company by an assignee of a Scheme Creditor shall not be
admitted as Scheme Liabilities unless the assignee received an assignment of the
Scheme Creditor's Clamm mn a form which the Scheme Manager considers to be
acceptable

Managers of Underwriting Pools, line-ship holding and managers' agents

(a) The Scheme Manager shall be entitled to require any manager of an
underwriting pool, managing general agent, holder of a hne-shp, holder of a
broker cover authonty or binding authority to allocate Scheme Claims by
reference to each relevant principal for which 1t 1s responsible If the Scheme
Manager does not receive sufficient details of the Scheme Claims allocated to
each such principal together with any necessary supporting evidence the
Scheme Manager shall, for the avoidance of doubt, be entitled to apply the
provisions of Clause 2 9(b) All Scheme Creditors affected by such allocation
pursuant to this Clause 2 9(a) shall be bound by the allocation

(b)  The Scheme Manager shall as an alternative to Clause 2 9(a) have the power to
treat those acting, or believed to be acting, on behalf of principals reinsured by
the Scheme Company. ncluding but not limited to, managers of underwsniting
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pools. managing genecral agents and the holders of hine-slips. broker cover
authorities or binding authorities, as if they were a principal creditor in place of
their principals unttl such ume as the Scheme Manager receives notice n a
form satistactory to 1t in writing from any such remnsured principal that the
relevant party has no authonty to act on their behalf. or that the relevant party's
authority to act on their behalf{ has come to an end

(c) In the event of doubt as to which of Clauses 2 9(a) and 2 9(b} shall apply to an
agent or representative. the decision of the Scheme Manager in this respect
shall so far as the law permits be final and binding

No release

Nothing n the Scheme shall be construed as resulting n any release, extinguishment,
modificaton, compromuse or waiver of any Liability owed by the Scheme Company
but the amount of a Scheme Creditor's entitiement to payment under the Scheme n
respect of a Schermne Liability (once the relevant Established Liabihity tn respect of that
Scheme Liability has been determined) shall constitute the Scheme Company's entire
Liabihty to the Scheme Creditor concerned n respect of the relevant Scheme Liability

Time Limits

(a) The Scheme Manager may after consultation with the Scheme Adviser and at
its absolute discretion, extend any time period (except the Bar Date) referred to
in the Scheme (save for any iime period tn Clause 5 which shall be extended at
the sole discretion of the Scheme Adjudicator) The power to extend time
periods under this Clause 2 11{a) may be exercised for any one or more
Scheme Creditors or for all Scheme Creditors and time may be extended under
this Clause 2 |1 1(a) in respect of any one or more Scheme Liabihities

(b) Time periods laid down by the Scheme shall be calculated by reference to
elapsed days and not Business Days but in the event that a time pertod expires
on a day which 1s not a Business Day, such period of time shall be deemed not
10 éxplre until close of business on the Business Day next following

Commutations, settlements and other agreements

The Scheme Company may i its absolute discretion, enter nto contractual
arrangements with a Scheme Creditor under which all or part of a Scheme Liability 1s
discharged in full in consideration of a cash payment made by the Scheme Company
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ASCERTAINMENT AND PAYMENT OF ESTABLISHED LIABILITIES
Valuation

The Established Liabiity n favour of each Scheme Creditor shall be determined with
reference to the Scheme Liabilities in favour of that Scheme Creditor valued as at the
Ascertainment Date in accordance with the terms of the Scheme

IBNR Loading Percentages

(a) The following multiples will be apphed to a Scheme Creditor's Qutstanding
Loss Claims (prior to the application of the Discount Rate in Clause 3 3(b)) to
calculate its IBNR Claims

(1) a multiple of two will be applied to those Outstanding Loss Claims
derived from Asbestos Losses (ie a 200% loading),

(1) a muluple of 075 will be apphed to those Outstanding Loss Claims
derived from Pollution Losses (1¢ a 75% loadtng), and

() a multiple of 025 will be applied to those Ouistanding Loss Clarms
derived from Other Losses (1e a 25% loading)

(b) Where a Scheme Creditor behieves it has an IBNR Claim but no Qutstanding
Loss Claims, the above IBNR Loading Percentages will not apply Such
Scheme Creditor's IBNR Claim will be valued n accordance with Clause
3 4(h).

Discount Rates
Under the Scheme, Discount Rates of
(a) 5% will be applied to all Non-Agreed Paid Losses, and

(b)  25% will be apphed to all Outstanding Loss Claims (subsequent to the
application of the IBNR Loading Percentages in Clause 3 2) and IBNR Claims

Claim Forms

(a) Within 21 days afier the Effective Date the Scheme Manager shall send notices
by Post to each of the Scheme Creditors of whose address 1t 1s aware enclosing
Claim Forms and informing them both that the Scheme 1s effective and of the
Bar Date

(b) The Scheme Manager shall within 21 days after the Effective Date
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(1) cause to be published in the same newspapers and publications mn which
the Scheme Meetings were advertised an adverusement (or should this
not prove reasonably possible. in such other publications as 1t shall deem
appropriate} and post on the Scheme Website a notice informing Scheme
Creditors both that the Scheme 15 effective and of the Bar Date and
calling for all Scheme Creditors to complete and return therr Claim
Forms. and

(n)y send te each relevant broker or Agent of whose address 1t 1s aware copies
of the notice enclosing the Claun Forms referred to in Clause 3 4(a)

The Scheme Manager shall have no duty or obligation whatsoever to advisc or
to nform a Scheme Creditor whether on a Clain Form or otherwise of
reserves made or Liabilities anticipated by the Scheme Company in respect of
the Scheme Liabihties

The notices enclosing the Claim Forms referred to 1n Clause 3 4(a) above wll
be sent to Scheme Creditors at such addresses as they notify in writing to the
Scheme Manager and {athing such notification to such address or addresses as
may be shown 1n the Scheme Manager's records or to any other address being
the last known address of the Scheme Creditor which the Scheme Manager
may reasonably believe 1s appropriate In the event that the Scheme Manager
docs not have. or does not believe 1t has, a current address for a Scheme
Creditor, the notice enclosing the Claim Form shalf be sent to any and all
brokers or Agents 1dentifiable n the address records available to the Scheme
Company as the Scheme Creditor's brokers or Agents

A pro forma version of the Claim Form 1s shown at Appendix D Subject to
Clause 3 10 each Claim Form will be personalised for each Scheme Creditor
and will set out the value of that Scheme Creditor's Agreed Paid Losses. Non-
Agreed Paid Losses and Outstanding Loss Clamms as derived from the Scheme
Company's records The Claim Form will also show the value of that Scheme
Creditor's IBNR Claims as calculated in accordance with the IBNR Loading
Percentages On the Claim Form the Discount Rates will be applied to Scheme
Creditor's Non-Agreed Paid Losses. Qutstanding Loss Claims and IBNR
Claims

On receipt of 1ts personalised Claim Form, each Scheme Creditor 1s asked to
complete its Claim Form in accordance with the mstructions attached to them
Each Scheme Creditor 1s invited

(1)  to review and agree the values of its Agreed Paid Losses, Non-Agreed
Paid Losses and Qutstanding Loss Claims, and
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(1) confirm that the IBNR Loading Percentages and Discount Rates have
been applied correctly 1in accordance with Clauses 3 2 and 3 3

on the Claim Form

If a Scheme Creditor wishes to amend the values of its Agreed Paid Losses,
Non-Agreed Paid Losses and Outstanding i.oss Claims as set out on its
personalised Claim Form, such amendments must be made in accordance with
mnstructions attached to the Claim Form No changes may be made to the IBNR
Loading Percentages or to the Discount Rates

Where a Scheme Creditor believes 1t has an IBNR Claim but no Qutstanding
lLoss Claims, 1t must insert into its Claim Form the value of its IBNR Claim
The Scheme Manager will then seek to agree the fair value of such IBNR
Claim In the absence of such agreement, the provisions of Clauses 3 5(b) and

(c) shall apply

Completed Claim Forms must be returned to the Scheme Manager at us
address as set out on the Claim Form to arrive on or before the Bar Date
Documentation n support of any amendments made by a Scheme Creditor to
its Claim Form must arrive by no later than seven days after the Bar Date

28 days prior to the Bar Date, the Scheme Manager shall send Scheme
Creditors by Post or by email a notice reminding Scheme Creditors of the
forthcoming Bar Date

Each Scheme Creditor shall be entitled to submit a new or revised Claim Form
in accordance with the instructions accompanying the Claim Form and to
provide revised or further information n respect of its Scheme Liabilities,
together with any relevant supporting documentation, to the Scheme Manager
S0 as to reach the Scheme Manager at any time before the Bar Date

In the event that a Scheme Credttor fails to return a Claim Form to the Scheme
Manager by the Bar Date, the values on that Claim Form will stand as that
Scheme Creditor's Established Liability in the Scheme

Any Scheme Creditor that 1s not sent a Claim Form either in accordance with
Clause 3 4(a) (or otherwise) and does not submut a Claim Form prior to the Bar
Date, will have its Net Established Liability valued at zero n the Scheme

Determenation of Established Liabilities

(a)

The Scheme Manager shall examine and attempt to agree the information on
each Claim Form returned to tt on time 1n accordance with Clause 3 4 If
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(1) a Scheme Creditor has not made anv amendments to the vatues of a
Scheme Creditor's Agreed Paid l.osses Non-Agreed Paid losses
Outstanding Loss Claims and IBNR Claims (following the apphcation,
where appropriate of the Discount Rates) as set out on the Claim Form
sent to that Scheme Creditor. or

() the Scheme Manager concurs with any amendments made to thosc
values.

the Scheme Manager will as soon as reasonably practicable after the Bar Date.
send the relevant Scheme Creditor a Valuation Statement setting out in writing
its agreement of the values on the Claim Form Subject to Clause 3 6(c} the
Scheme Manager, the Scheme Company and the relevant Scheme Creditor
shall thereafier treat the completed Valuation Statement as valid and binding as
to the matters referred to on it and no further amendments may be made to 1t
The values on the Claim Form as agreed and as set out on the Valuation
Statement shall become the relevant Scheme Creditor's Established Liability
The Valuatton Statement will set out the Scheme Creditor's Estabhshed
Liabulity for afl Scheme Companies for which 1t s a Scheme Creditor

If the Scheme Manager does not agree with the amendments made by a
Scheme Creditor to 115 Claim Form 1t shall as soon as reasonably practicable
following the Bar Date. notify the relevant Scheme Creditor 1n writing of those
matters which are not agreed, the reasons for failing to agree such matters and
any such additional information that the Scheme Manager may require The
relevant Scheme Creditor shatl provide such additional information within 28
days of such request being made The Scheme Manager will endeavour to
agree the disputed matters and the relevant Established Liabthty within 60
days of the Bar Date and, in the event that the Established Liability 1s so
agreed, the Scheme Company shall notify the Scheme Creditor of 1ts
agreement by Post by sending the Scheme Creditor a Valuation Statement The
Valuation Statement will set out the Scheme Creditor's Established Liability
For the avoidance of doubt 1f the Scheme Company does not respond within
60 days of the Bar Date, such lack of response shall not be construed as an
agreement of the relevant Established Liability

If the disputed matters are not resolved between the relevant Scheme Creditor
and the Scheme Manager within the 60 day deadline imposed by Clause 3 5(b)
(or before the expiry of that deadline where the Scheme Manager concludes
that agreement cannot be rcached or 1f the Scheme Creditor does not provide
the requested addiional information within the 28 day period referred to n
paragraph 3 5(b}). the Scheme Manager will send the Scheme Creditor a copy
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of a Claim Form 1n relation to the relevant Scheme Creditor's claim completed
in such a manner as it 1s prepared to accept but will inform the Scheme
Creditor that, (f 1t (s not accepted 1t will refer the disputed matter 10 the
Scheme Adjudicator The relevant Scheme Creditor must respond 1o the
Scheme Manager within 21 days of receipt of this communication confirming
that the matter 1s to be referred to the Scheme Adjudicator If such
confirmation 1s recesved from the Scheme Creditor. the Scheme Manager shall
send the relevant Scheme Creditor a Scheme Adjudication Decision in
accordance with Clause 5 2(a) notifying the Scheme Creditor of the decision to
refer the disputed matter to the Dispute Resolution Procedure set out at Clause
5 of the Scheme If the Scheme Creditor does not respond to the
communication from the Scheme Manager or responds by accepting the
information and values on the Claim Form sent to 1t by the Scheme Manager
pursuant to this sub-paragraph, thuis will be deemed to be determmative of the
disputed matters and the claims as set out in the Claim Form referred to 1n this
sub-paragraph, shall become the relevant Scheme Creditor's Established
Liabihty The Scheme Creditor will then be sent a Valuation Statement setting
out its Established Liabihty

Without prejudice to the provisions of Clause 3 5(c). the Scheme Manager may
refer a Claim Form to the Scheme Adjudicator at any time the Scheme
Manager believes (in is sole discretion) that 1t will be mmpossible or
impracticable to reach agreement with the relevant Scheme Creditor

The amount of any Estabhished Liability determined or agreed under Clauses
3 5(a), 3 5(b), 3 5(c) or Clause 5 shall be final and binding on the relevant
Scheme Creditor and the relevant Scheme Companies (1n so far as the law
allows and subject to the rights of the Scheme Company to elect that its
business revert to run-off under Clause 6 3)

The amount n respect of which
(1 any Scheme Creditor votes at the Scheme Meeting, and/or

(n) any determination by the chairman of the Scheme Meeting for decision
on discrepancies between the information provided by the Scheme
Creditors prior to the holding of the Scheme Meeting and the Scheme
Manager's records for the purposes of voting at the Scheme Meeting,

shall not be binding on the Scheme Company, the Scheme Creditor, the
Scheme Manager and/or the Scheme Adjudicator for any purposes other than
voting
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Valuation Statements

(a)

(b)

(€)

A Scheme Creditor's Valuation Statement will set out

(1)
(1)

()

(1v)

v)

(v1)

the total of the Scheme Creditor’s Established Liability,

the amount of any Scheme Claims which have been satisfied by the
application of Security Interests since the Ascertainment Date and the
amount of any Security Interests to be deducted from the Scheme
Creditor's Established Liabihity.

the amount of any advance payment treated as having been received by
the Scheme Creditor for the purposes of Clauses 2 3(c) and 2 3(d) which
1s 1o be deducted from the total of a Scheme Creditor's Established
Liability,

the amount of any advance payment made to the Scheme Creditor
between the Ascertamnment Date and the Effective Date by the Scheme
Company 1in respect of what 1s determined i the Scheme to be an
Established Liability. such amounts are to be deducted from the total of a
Scheme Creditor's Established Liability,

the amount of any sums 1n respect of the Scheme Adjudicator’s unpard
remuneration. costs and expenses pursuant to Clause S 2(g)(n) to be
deducted from the Scheme Creditor's Established Liabihity, and

the final balance following the accumulation of the amounts referred to
in Clauses 3 6(a)(1) to 3 6{a)(v) whtch shali be the Scheme Creditor's Net
Estabhshed Liability The Vaiuation Statement will set out the Scheme
Creditor's Net Established Liability for all Scheme Compantes for which
it 1s a Scheme Creditor

Subject to Clause 3 6(c) the contents of a Scheme Creditor's Valuation

Statement will, so far as the law permits, be final and binding on the Scheme

Company and the Scheme Creditor

A Scheme Creditor may only dispute the contents of s Valuation Statement

on the grounds of Mamifest Error A Scheme Creditor must inform the Scheme

Manager in writing of the alleged Mantifest Error within 28 days of the date of

the Valuation Statement The Scheme Manager will resolve the alleged

Manifest Error withun 14 days of being notified of 1t pursuant to this Clause

and,

where appropriate, send the Scheme Creditor a revised Valuation

Statement Such revised Valuation Statement, subject to this Clause 3 6(c), will
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so far as the law permits be binding on the Scheme Company and the Scheme
Creditor concerned

A Scheme Creditor wtll be provided with a combined Valuation Statement
totalling 1ts Net Established Liabilities for each Scheme for which 1t 15 a
Scheme Creditor

Payment of Net Established Liabilities

(2)

(b)

{c)

(d)

(e)

Subject to Clause 2 12 payment shall be made under the Scheme only In
respect of Net Established Liabilities

When ail Scheme Claims under the Scheme have einher been agreed in
accordance with Clauses 3 5(a) 3 5(b) or 3 5(¢) or, if a Scheme Claim has been
directed to the Dispute Resolution Procedure under Clause 5 of the Scheme,
such Disputed Claim has been resolved in accordance with Clause 5 2(h), the
Scheme Company shall transfer sufficient funds to the Scheme Manager to pay
all Net Established Liabilities determined under that Scheme Company's
Scheme Such payment 1s known as the Total Settlement Payment The
amount transferred to the Scheme Manager by a Scheme Company 1n respect
of an individual Scheme Creditor's Net Established Liability 1s known as that
Scheme Creditor's Individual Settlement Payment

Subject to Clause 3 7(d), on receipt by the Scheme Manager of the Total
Settlement Payment for each Scheme, the Scheme Manager shall, as soon as 1s
practicable, effect payment n full to each Scheme Creditor of an amount equal
to the total of that Scheme Creditor's Net Established Liability under cach
Scheme (known as that Scheme Creditor's Total Net Established Liability)

Prior to recerving a Scheme Creditor's Individual Settlement Payments from all
relevant Scheme Companies (betng each of the Scheme Companses that has a
Net Established Liability payable to the Scheme Creditor), the Scheme
Manager ts permitted to make a preliminary payment to the Scheme Creditor
of an amount equal to the total of only those Individual Settlement Payments in
respect of that Scheme Creditor actually received by the Scheme Manager at
that date In those circumstances, the remainder of a Scheme Creditor's Total
Net Established Liabihity will be paid, as soon as 1s practicable, to the Scheme
Creditor on receipt of all the outstanding Scheme Creditor Individual
Settlement Payments by the Scheme Manager.

All payments pursuant to the Scheme shall be made, i the absolute discretion
of the Scheme Manager
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(1) by cheque m favour of the Scheme Creditor (or as the Scheme Creditor
may direct by written notice) sent by Post at the risk of the Scheme
Creditor to the last address of the Scheme Creditor known to the Scheme
Manager (or to such other address as the Scheme Creditor may from time
to ume notify i writing to the Scheme Company) or, 1f no address for
the Scheme Creditor 15 known to the Scheme Manager. to the last known
address of the broker or Agent through which the relevant Remnsurance

Contract was effected or entered into. or

(1) such other manner as the Scheme Manager may reasonably determine
and the Scheme Manager shall be entitled to requure a Scheme Creditor
or other person Lo execute such forms of discharge, receipt or other
documents as 1 may determine in connection with the making of any
paymeni pursuant to the Scheme

Any pavment pursuant to Clause 3 7(e) which 1s uncashed or otherwise
unclaimed by the intended payee after the expiration of six months from the
posting of the cheque, or the making of the attempted payment in such other
manner as the Scheme Manager has determined pursuant to Clause 3 7(e){(n)
shalt be deemed never to have been made and the Scheme Creditor's rights to
such payment shall be extinguished

Payments made pursuant to this Clause 3 7 to
(1) aScheme Creditor or

{(n) a person actually or osiensibiy authorised to act on behalf of the Scheme
Creditor,

pursuant to Clause 3 7(e), Clause 3 7(f) or otherwise shall, for all purposes,
constitute a valid discharge of the Scheme Creditor's entitlement to payment in
respect of such Net Established Liability to the extent of such payment For the
purpose of this Clause 3 7, payment of any cheque by the bank on which 1t 1s
drawn shall be in satisfaction of the obligation to pay the amount 1in which 1t
was drawn and receipt by the receiving bank of the amount of a telegraphic
transfer shall be tn satisfaction of the obhigation to pay the amount transferred

Currency of payment

Any amount payable to a Scheme Creditor under the Scheme in respect of a Scheme

Liabihty which was incurred in any currency other than US dollars shall be paid in US

dollars converted using the Spot Exchange Rates taken from the Bank of England

Statistical Interactive Database (www bankofengland ¢o uk/statistics}) for the last
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Business Day prior to the Ascertamment Date (1 e 29 June 2007) Where a Scheme
Liabshty was incurred in a currency replaced by the Euro, 1t shall be converted into
Furos at the fixed rate of exchange n operation for that currency as at the date 1t was
so replaced and shall be paid v US dollars, converted using the Spot Exchange Rates
taken from the Bank of [England Statisucal Interactive  Database
(www bankofengland co uk/statistics) for the last Business Day prior to the
Ascertaimment Date (1 ¢ 29 June 2007)

Insolvent Scheme Creditors and dissolved Scheme Credutors

(a) Where a Scheme Creditor 1s insolvent the Scheme Company may exercise any
available nights of set-off it might have resulting from the insolvency

{b) If a Scheme Creditor 1s 2 company which has been dissolved under the laws of
the country or state of 1ts incorporation by the Effective Date, such Scheme
Creditor will not be entitled to make a Claim n the Scheme or receive any
payment under the Scheme

Insuffictent Data

Where the Scheme Manager has insufficient data to send a Scheme Creditor a fully
personalised Claim Form n accordance with Clause 3 4, 1t shall send that Scheme
Creditor a blank Claim Form (or a partially filled-out Claim Form) to allow the
Scheme Creditor to fill 1n and/or complete the details of its Scheme Clam
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THE SCHEME ADVISERS AND THE SCHEME MANAGER

The Scheme Advisers

(a)

(b)

()

(d)

(c)

(f

(&

There shall be one or more independent Scheme Adwviser The Scheme
Adwvisers shall be Mike Walker and John Wardrop of KPMG LLP

The office of a Scheme Adviser shall be vacated 1f a Termination Event occurs
in relation to that Scheme Adviser

A Scheme Adviser may resign his or its appointment and the Scheme Manager
may termtnate the Scheme Adviser's appowntment at any time by giving no less
than three months' notice 1n wnting to all the Scheme Companies and to the
Scheme Manager or such shorter period of notice as the Scheme Adviser and
the Scheme Manager may agree in writing Such resignation or termination
shall only be eftective 1f 1t relates to all of the Scheme Companies

If the office of a Scheme Adviser 1s vacated n accordance with Clauses 4 1(b)
or 4 1(c) the Scheme Manager shall be entitled to appomt a replacement
Scheme Adviser provided that such replaccinent consents to act, 1S
independent, has relevant experience to act and 1s not disquahfied by virtue of
any of the events listed at (b), (d) (e) and (f) of the defimtion of Termination
Event

Where more than one Scheme Adviser 1s appomnted, the powers, rights, duties
and functions of the Scheme Adviser under the Scheme may be performed and
exercised jomtly or severally and any act required or permitted to be done by
the Scheme Advisers pursuant to the Scheme may be done by any one or more
or all of them

The Scheme Advisers shall provide such advice to the Scheme Managers as
may reasonably be requested to facilitate the implementation of the Scheme,
and shall have the powers, rights, duties and functions conferred upon them
under the Scheme

The Scheme Manager and the Scheme Companies acknowledge that the
Scheme Advisers will be entitled 1o have full access to all such information as
may from time to time be required 1n relation to the operation of the Scheme
and to all books, papers, documents and other nformation contained or
represented 1n any format whatsoever 1n the possession or under the control of
the Scheme Company 1n question relevant to the operation of the Scheme

Scheme Website: www.ewpaynepools.com




42

(h)

(1)

- 66 -

Nothing 1n the Scheme shall render the Scheme Advisers liable to or for any
habilities or other obligations of a Scheme Company

The Scheme Advisers may perform theirr duties and exercise their powers
under the Scheme through agents and employees and any act or determination
of such person on behalf of the Scheme Advisers shall be deemed to be an act
or determination of the Scheme Adwvisers

The Scheme Manager

(a)

There shall be one or more Scheme Manager(s). who shall be appointed by the
Scheme Companies, having the powers to manage and conduct the business
and affaws ol the Scheme Companies under the terms of the Scheme The
Scheme Manager will be Reinsurance Solutions Limited The Scheme
Manager shall have the powers specifically conferred on 1t by the Scheme,
including the powers

(1)  to have full access to all such wformation as the Scheme Manager may
from time to time require 1n connection with the affars of any Scheme
Company relating to the Scheme Liabiliies or the operation of the
Scheme and to all books, papers, documents and other information
contamned or represented i any format whatsoever 1n the possession or
under the control of any Scheme Company and relating to any Scheme
Liabiiity (and to disclose such mformation to any third party as the
Scheme Manager sces fit),

(11) to apply to the Court {where 1t has junisdiction to determne such matters)
for directions in relation to any particular matter arising under, or tn the
course of the operation of, the Scheme,

(m) on behalf of the Scheme Companies, and in accordance with any
guidelines provided by the Scheme Companies, to negotiate,
compromise or agree Scheme Liabihties and/or claims of the Scheme
Companies in that capacity against Scheme Creditors,

(1v} to do all acts and to execute n the name and on behalf of the Scheme
Companies any deed, receipt or other document which may be necessary
for or incidental to the full and proper implementation of the Scheme,

(v) to pay Scheme Expenses or make any other payment which 1s necessary
or mcidental to the performance of the Scheme Manager's or the Scheme
Compantes' functions,
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(v1} 1o enercise any other powers necessary for or incidental to the full and
proper implementation of the Scheme and

(vi1} todo ali other things incidental to the exercise of the foregoing powers

A Scheme Manager may resign its appointment and the Scheme Companies
(as part of a majority by number of the Scheme Companies) may terminate the
Scheme Manager's appointment at any time by giving no less than three
months' notice 1 wnting to all the Scheme Compantes or Scheme Manager as
the case may be or such shorter period of notice as the Scheme Manager and
the Scheme Compantes may agree in writing

The office of a Scheme Manager shall be vacated 1If a Termmation Event
occurs n relation to the Scheme Manager

If the otfice of a Scheme Manager 15 vacated or termnated in accordance with
Clauses 4 2(b) or 42{(c) the Scheme Company, mn consultation with the
Scheme Adviser and the other Scheme Companes. shall be entitled to appoint
a replacement Scheme Manager or Scheme Managers which must be appointed
to all of the Scheme Companies

A Scheme Manager shall not have authority or power to bind a Scheme
Company save as set out in the Scheme

Nothing in the Scheme shall render the Scheme Manager hable to or for any
habilities or other obligations of a Scheme Company

The Scheme Manager may perform its duties and exercise 1ts powers under the
Scheme through agents and employees and any act or determination of such
person on behalf of the Scheme Manager shall be deemed to be an act or
determination of the Scheme Manager

Change of Scheme Adwviser or Scheme Manager

In the event that, pursuant to Clause 4 1(b), Clause 4 1(c), Clause 4 2(b) and Clause
4 2(c) above, there 1s a change of Scheme Adviser or Scheme Manager, the Scheme

Manager shall ensure that a notice alering Scheme Creditors 1o such a change 1s

inserted n the same newspapers and publications in which the notice referred to

Clause 3 4(b)(1) appeared (or should this not prove reasonably possible, in such other

publications as 1t shall deem appropriate) and posted on the Scheme Website Where 1t

is the Scheme Adwviser or Scheme Manager themselves vacating office, they will

ensure that the necessary notices referred to in this Clause 4 3 are given before they

vacale office
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Responsibility of Scheme Adviser or Scheme Manager

So far as the law permits no Scheme Creditor shall be entitled to challenge the
validity of any act done or omitted to be done in good faith by the Scheme Adviser or
the Scheme Manager pursuant to the Scheme
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THE SCHEME ADJUDICATOR AND DISPUTE RESOLUTION
PROCEDURE

(a)

(b)

(c)

(d)

(¢)

(0

(g)

(h)

The Scheme Adjudicator

There shall be three independent Scheme Adjudicators having the powers
duties functions, and rights conferred upon them by the Scheme Each Scheme
Adjudicator shall have power to determine all disputed matters referred to him
by the Scheme Manager in accordance with the Clause 3 and shall resolve such
disputed matters in accordance with the Dispute Resolution Procedure

Each Scheme Adjudicator shall be an independent person who ts duly quahfied
i the reasonable opinion of the Scheme Manager and Scheme Adviser to
discharge the function of Scheme Adjudicator under the Scheme

The Scheme Adjudicators shall be Philip Heitlinger, lan Marshall and Bill
Bower as more particularly described in Appendix A

Where more than one Scheme Adjudicator 1s appomnted under Clause 5 2, they
may carry out their duties and functions under the Scheme either jontly or

severally

A Scheme Adjudicator shall vacate office 1t a Termination Event occurs 1n
relation to the Scheme Adjudicator

A Scheme Adjudicator may resign his appointment at any time by giving no
less than three months' notice 1n writing to the Scheme Manager or by giving
such shorter period of notice as the Scheme Adjudicator and the Scheme
Manager may agree n wniting His resignation can only be effective 1f 1t
relates to all the Scheme Companies

Subject to Clause 5 1(1), a Scheme Adjudicator may be removed for good
cause by the Scheme Manager His removal must apply n the case of all the
Scheme Companies

Subject to Clause 5 1(1). 1f the office of a Scheme Adjudicator 1s vacated n
accordance with Clauses 5 1(e), 5 1(f) or 5 1(g). the Scheme Manager shall be
entitled to appoint a replacement Scheme Adjudicator provided that such
replacement consents to act. 1s independent. has relevant experience to act and
1s not disqualified by virtue of the events hsted at (b), (d) (¢} and (f) of the
defimition of Termination Event and his appointment 1s subject to consultation
with and no objection by the Financial Services Authority The replacement
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Scheme Adjudicator must be appomted n the case of all the Scheme
Compantes

A Scheme Adjudicator may be removed for good cause and/or a replacement
Scheme Adjudicator appointed only 1f the Scheme Manager has circulated a
notice o Scheme Credstors stating

(1)  the reasons for the removal of the Scheme Adjudicator (if applicable),
and

(n) the name of a replacement Scheme Adjudicator (the identity of whom
will have been decided afier consultation with and no objections by the
Financial Services Authority)

Subject to any reasonable objection of Scheme Creditors. the appowntment of
the replacement Scheme Adjudicator shall take effect on the expiry of thirty
days of the service of such notice 1f the Scheme Manager and any objecting
Scheme Creditor cannot agree on the identity of the replacement Scheme
Adyudicator within thirty days, the Scheme Manager shall request that the
appointment of a suitably qualified Scheme Adjudicator be made by the
President of the Institute of Actuaries of the Unmited Kingdom for the time
being, whose decision shall be final

A Scheme Adjudicator shall act as an expert and not as an arbitrator with
respect to all matters submitted to him in accordance with the Scheme

Dispute Resolution Procedure

The following applies to any matter which 1s referred to a Scheme Adjudicator
pursuant to Clauses 3 5(c) or 3 5(d)

(2)

The Scheme Manager shall, as soon as practicable after a decision is taken to
refer any matter to a Scheme Adjudtcator under Clause 3 5(c) or 3 5(d), notify
the relevant Scheme Creditor in writing of thew decision Such notice 15 known
as the Scheme Adjudication Decision. The Scheme Creditor shall have 14 days
from the date of the Scheme Adjudication Deciston to choose by notifying the
Scheme Manager in writing which of the individuals listed in Clause 5 1{c} (or
any replacement appointed pursuant to Clause 5 1(h)} it wishes (o appomt as
the Scheme Adjudicator in respect of its Disputed Claim If a Scheme Creditor
does not appoint a Scheme Adjudicator within the 14 days from the date of the
Scheme Adjudicator's Decision, the Scheme Manager shall appoint one of the
individuals histed in Clause S I(c) (or any replacement appointed pursuant to
Clause 5 1(h)) as the Scheme Adjudicator in respect of the Disputed Claim
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As soon as practicable after the appointment of the Scheme Adjudicator
pursuant to Clause 5 2(a) the Scheme Manager shall refer the Disputed Claim
to the Scheme Adjudicator by serving a Scheme Adjudicator Notice contamning
details of the Disputed Claims

The relevant Scheme Creditor may within 14 days of the date of the Scheme
Adjudicator Notice, send written obscrvations on the Scheme Adjudicator
Notice in English only by Post or in Electronic Form to the Scheme
Adyudicator and shall send a copy (with any enclosures) of such written
observations by Post or 1n Electronic Form 1o the Scheme Manager

The Scheme Adjudicator shall consider the papers and documents before him
and shall as soon as practicable, give notice in writing o the relevant party of
whether

{1}  he requires further documents, data or mformation from the Scheme
Creditor and/or the Scheme Manager In such event the relevant
person(s) shall as soon as posstble and 1n any event within 14 days after
receipt of such request from the Scheme Adjudicator provide the Scheme
Adjudicator with the said further documents data or information in
English with a copy (with enclosures) to the other party to the dispute
and the other party may within 14 days of receipt of the copy send any
additional documents. data or mmformation to the Scheme Adjudicator
and shall send a copy (with enclosures) to the first party and/or

(1)  he requires the Scheme Creditor and/or the Scheme Manager and/or the
affected Scheme Company to appear before and address him on any
matters he shall determune in which case the relevant person(s) shall be
at liberty so to appear on such date and at such place as the Scheme
Adjud:cator shall prescribe

In the event that the Scheme Adjudicator requires any relevant person referred
to under Clause 5 2(d)(1) to appear before him, he shall be entitled to prescribe
and lay down such reasonable procedures or provisions as he in his absolute
discretion deems appropriate for the purpose of assisting him in reaching his
decision The Scheme Adjudicator shall also be entitled. at any time to call for
such evidence, documents. data and information as he may require

The Scheme Adjudicator shall be enuitled to consult with such advisers,
including but not Iimited to legal advisers, accountants, actuaries and insurance
mndustry experts, as he may reasonably deem appropriate and shall (subject to
Clause 52(g)) be entiled to be remunerated and to be reimbursed his
reasonable costs and expenses (including the expenses of professional
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advisers) in carrying out hts duties under the Scheme by the Scheme Manager.
save for where the Scheme Adjudicator 15 entitled to reimbursement by a third
party n respect of such costs and expenses

The Scheme Adjudicator shall be entitled to make such order or give such
directions n respect of his remuneration, and reasonable costs and expenscs
tncurred by him including without limitation the cost of any advisers referred
to 1 Clause 5 2(f) as he shall think just The Scheme Adjudicator shall be
entitled, without prejudice to the generality of the foregomng, to order the
parties to deposit such sum as the Scheme Adjudicator shall deem appropriate
in respect of costs prior to commencement of the Dispute Resolution
Procedure In the exercise of his powers, the Scheme Adjudicator shall be
entitled to

(1) dircct that any or all of his remuneration, costs and expenses, including
without himitation the cost of any adwvisers referred to 1 Clause 5 2(f)
shall be paid by the Scheme Manager (save for where he 1s entitled to
reimbursement by a third party in respect of such remuneration. costs
and expenses) n accordance with the terms of the Scheme, or

(1)  direct that any or all of his remuneration costs and expenses. including
without Itmitation the cost of any advisers referred to 1 Clause 5 2(f) or
any costs incurred by the Scheme Manager in consequence of the
unreasonable faitlure by a Scheme Creditor to submit adequate
information to support a Claim Form returned in accordance with Clause
3 5 shall be paid by the Scheme Creditor n respect of whose Scheme
Liability the dispute has artsen, in which case such amounts shall be paid
by the Scheme Creditor forthwith and in any case no later than 14 days
from the date of such direction, failing which the Scheme Manager shall
pay such amount from 1ts assets and 1t shall be deducted from any
amount which may be or may become due to the Scheme Creditor by
way of Estabhished Liabihities. such Scheme Creditor being treated for
these purposes as having recetved, on account of any such Estabhshed
Liabihity, an advance equal to the amount which 1t has been directed to
pay If no amount (s or becomes due to the Scheme Creditor, the Scheme
Manager will be entitled to pursue the Scheme Creditor for payment and
i that regard the Scheme Creditor shall be deemed to have
acknowledged that the amount due 1s undisputed

The Scheme Adjudicator shall. as soon as possible and i any event before the
expiration of 30 days from the latest of the date on which a dispute was
referred to him or seven days after the provision of further documents, data or
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mformation pursuant to Clause 5 2(d}{(1) or seven davs afier the conclusion of
any appearance before him pursuant to Clause 5 2{(d)}(n) (whichever shali be
the later) but in any event no later than two calendar months from the date of
the Scheme Adjudicator Notice onginally referring the dispute to him, certify
i writing sent by Post to the Scheme Manager and the relevant Scheme
Creditor his determination in relation to that disputed matter and the Scheme
Creditor's Established Liability The relevant Scheme Creditor's Established
Liability shall be deemed to have been determined on the date the certification
referred to mn this Clause 5 2(h) 1s sent to the affected Scheme Company. the
Scheme Manager and such Scheme Creditor

The decision of the Scheme Adjudicator on any dispute referred to him n
accordance with the Scheme shall be final and binding on the affected Scheme
Company and the relevant Scheme Creditors and there shall be no right to
appca‘f from such decision except insofar as the law allows

Subject to Clause 52(k). 1n the event that the Scheme Adjudicator or the
Scheme Manager become aware that the Scheme Adjudicator has a conflict of
mterest in relation to any matter referred 1o him under Clause 5 2(b), the
Scheme Adjudicator shall as soon as reasonably practicable thereafier inform
the Scheme Adwiser of any conflict of which he becomes aware and the
Scheme Adviser shall. subject to Clause 5 2(k) nominate an alternate Scheme
Adjudicator from the hst of individuals set out at Clausc 5 1{c) (or any
replacement appointed pursuant to Clause 5 1(h)) for the sole purpose of
adjudicating on the relevant matter and shall immedsately give notice of such
nomination to the Scheme Manager and the relevant Scheme Creditor The
Scheme Adjudicator's appointment shall continue during the appointment of
any alternate and he shall continue to adjudicate on all other matters referred to
him under Clauses 3 5(c) or 3 5(d) unless a conflict shall arise n respect of any
of those matters in which event the provisions of this Clause 5 2()) shall apply

The Scheme Adjudicator may continue to act in spite of a conflict of interest 1f
the Scheme Creditor 1n relation to whom the conflict arises and the Scheme
Manager agree in wrniting to permit the Scheme Adjudicator to act and if the
Scheme Adjudicator himself 1s willing to act notwithstanding such conflict
Any such wavier of a conflict will only be made after the Scheme Adjudicator,
Scheme Creditor and the Scheme Manager have provided sufficiently detailed
disclosure of the circumstances and the nature of the conflict to enable each of
them to take an informed decision on whether the conflict may be waived
without prejudicing or embarrassing any of the Scheme Adjudicator, Scheme
Manager and/or the Scheme Creditor

Scheme Website: www.ewpaynepools.com




53

- 74 -

Change of Scheme Adjudicator

In the event that. pursuant to Clause 5 1(e) 5 I(f) or 5 1(g) above. there is a change of
Scheme Adjudicator. the Scheme Manager shall post a notice alerting Scheme
Creditors 1o such a change on the Scheme Website
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DURATION OF THE SCHEME
Final implementation of the Scheme

Without prejudice to the continuing effect of the Scheme the Scheme shall be finally
implemented by the Scheme Manager posting an entry on the Scheme Website
announcing that all Scheme Liabihties have been adjudicated or otherwise determined
and all Established Liabilities have been paid in full (or deemed to have been satisfied
in full) m accordance with the terms of the Scheme in the case of all Scheme
Companies This entry shall be posted as soon as 1s practicable after all Net
Established Liabihities have been paid in full (or deemed to have been sausficd 1n full)
tn the case of all Scheme Companies Following such announcement the Scheme
Adjudicators. the Scheme Manager (subject to Clause 6 2) and the Scheme Adviser
shall be released from their obligations under the Scheme

Notice of final implementation of the Scheme

As soon as practicable after the final implementation of the Scheme pursuant to
Clause 6 1, the Scheme Manager shall cause to be posted on the Scheme Website a
notice stating that the Scheme has been finally implemented

Reversion to run-off

(a) If the total value of all the Estabhished Liabihties against the Scheme Company
(being the sum of all amounts set out on the Valuation Statements sent 10
Scheme Creditors 1n respect of that Company) s equal to or greater than 30%
or US$250,000 higher than the predicted total value for those Claims (as
shown on the Claim Forms oniginally sent to Scheme Creditors with data as at
the Ascertainment Date), a Reversion to Run-off Event will have occurred

(b On the happening of a Reversion to Run-off Event, the Scheme Company 1n
guestion will have the following three options

(1)  revert to run-off all the Remnsurance Contracts to which all Established
Liabilties against the Scheme Company relate,

(11} revert to run-off those Reinsurance Contracts in respect of which Scheme
Creditors whose Established Liability. as set out on their Valuation
Statements or as resolved under Dispute Resolution Procedure at Clause
5 of the Scheme, are equal to or greater than 30% or US$250.000 (which
ever 1s the lower) of the value of their claims as set out on the Claim
Forms imitially sent to them by the Scheme Company, provided that such
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Scheme Company shall send notice to ali 1ts other Scheme Creditors
offering also to revert all their Reinsurance Contracts to run-off or

(i) continue with the terms of the Scheme as 1f no Reversion to Run-off
Event had occurred

In the event of the Scheme Company choosing to revert to run-off in
accordance with Clause 6 3(b)(1) or (u) (the Reversion to Run-off Option) 1t
will notify Scheme Creditors in writing by Post and by placing a notice in the
same publications referred to at Clause 3 4(b)(1) of that decision and how it
affects the treatment of such Scheme Creditors claims

Scheme Credutors. whose Established Liabilities are not equal to greater than
30% or US$250,000 higher than the value of their claims as set out In the
Claim Forms, will have 14 days from the date of notice of a Reversion to Run-
off Option under Clause 6 3(b)(11), to either accept or reject such Reversion to
Run-Off Option by written notice to the Scheme Manager [f no response 1s
rccerved by the Scheme Manager within the 14 day period, the Scheme
Creditor's Remnsurance Contracts to which 1ts Established Liability relates will
not revert to run-off
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OTHER PROVISIONS

Notices

(a)

(b)

(c)

(d)

(e)

Subject to Clauses 7 8(a) and 7 8(b) all notices required to be sent pursuant to
the provisions of the Scheme shall be in writing and shall be sent by Post and
notices to the Scheme Adviser may in additon be sent in Electromic Form to
them on the day of posting

Notices to the Scheme Adviser shall be sent to KPMG, 8 Salisbury Square,
London EC4Y 8BB, marked for the attenuon of Mike Walker/James Bolton
All notices 1o any other Scheme Adviser shall be sent to that Scheme Adwviser's
address at the date of the notice

Notices to the Scheme Manager shall be sent to Remnsurance Seolutions
Limited, Mayland House. Newland Street, Witham CM8 2UP, marked for the
attention of Brian Evans

Any notices to Scheme Creditors may be sent to such addresses as they notfy
in writing to the Scheme Manager and failing such notification to such address
as may be shown in the Scheme Manager's records or to any other address
being the last known address of the Scheme Creditor which the Scheme

Manager may reasonably belicve 1s appropriate

Subject to Clauses 7 8(a) and 7 8(b). notices sent by Post under this Clause 7 1
shall be deemed 1n the absence of evidence to the contrary to have been
received at 12 noon (London time} on the fifth Business Day after despatch
and references to the receipt by any party of any notice sent pursuant to the
provisions of the Scheme shall be construed accordingly

Governing law and jurisdiction

(a)

(b)

Subject to Clause 7 2(b), the Scheme shall be governed by and construed in
accordance with English law The Scheme Creditors hereby agree that the
Court shall have exclusive jurisdiction to hear and determine any suit, action or
proceeding and to settle any dispute which may anise out of the Explanatory
Statement or any provision of the Scheme or arising from any action taken or
omitted to be taken under the Scheme or in connection with the admiistration
of the Scheme

Subject to the terms of the Scheme and i particular Clauses 3 and 3 nothing
i this Clause 72 shall affect the validity of other provisions determining
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governing law and jurisdiction between the Scheme Company and any Scheme
Creditor whether contained mn any contract or otherwise

Insolvency of Scheme Company

If an Insolvency Event occurs in retation to any Scheme Company after the Effectuive
Date and before the final mmplementation of that Scheme n accordance with
Clause 6 1, the Scheme will continue so far as the law permits uniess any liquidator.
provistonal hquidator, admmistrator or supervisor of that Scheme Company chooses
not to contimue with the implementation of the Scheme n relation to that Scheme
Company If such a decision 1s made the Scheme shall continue 1n the case of the other
Scheme Companies If the liquidator, provisional hquidator, adnumnistrator or
supervisor so chooses that the Scheme shall have no effect, the Scheme Manager shall
place a notice to this effect in those publications referred to 1n Clause 3 4(b)(1) and on
the Scheme Website

Scheme Creditors to co-operate

Scheme Creditors shall co-operate with and render such assistance as the Scheme
Manager, the Scheme Adviser and/or the Scheme Adjudicator may reasonably require
in connection with the Scheme 1n accordance with their functions under the Scheme
including but not {imited to the provision of information and documents 1n connection
with the operation of the Scheme and shall provide such assistance as the Scheme
Manager may reasonably require 1n connection with the recovery of any Property or
the enforcement of obligations or Labihities which are or may become owed to the
Scheme Company

Responsibility

(a) Clause 7 5(b) apphes to the acts and habilities of the Scheme Adviser, the
Scheme Adjudicator and the Scheme Manager (and/or any of their employees,
agents or advisers) i connection with the implementation and admimstration
of the Scheme 1n accordance with its terms

(b)  No Scheme Creditor shall be entitled to chatlenge the validity of any act done
or omitted to be done in good farth and with due care by any of the persons
referred to 1n Clause 7 5(a) in accordance with or to implement the provisions
of the Scheme and no such person shall be liable for any loss unless such loss
ts attributable to his negligence, fraud or dishonesty

Powers, rights. duties and functions
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Any funcuon or duty of or right or power conferred on. the Scheme Company
or its officers. whether by statute or by the memorandum or articles of
association which could be exercised in such a way as to mterfere with the
perfortmance or exercise by the Scheme Adwviser Scheme Adjudicator or
Scheme Manager of the powers. rights, duties and functions conferred upon
him under the Scheme shall not be exercised in that way except with the
consent of the Scheme Adwviser (in respect of the powers, rights duties and
functions conferred upon the Scheme Adviser) or the consent of the Scheme
Adjudicator (in respect of the powers, nghts duties and functions conferred
upon Scheme Adjudicator) or the consent of the Scheme Manager (in respect
of the powers nghts. duties and functions conferred upon the Scheme
Manager) n cach case which consent may be given either generally or in
relation to partscular cases provided however that nothing in this Clause 7 6(a)
shall relieve the directors of the relevant Scheme Company from their duty to
act tn accordance with law. mcluding but not lmited to the Companies Act, the
1985 Act and the Insolvency Act

Without prejudice to the generahity of the Scheme, 1n performing or exercising
theiwr powers rights. duties and functions under the Scheme, the Scheme
Adwviser, the Scheme Adjudicator and/or the Scheme Manager shall be entitled
to be remunerated out of the Property of the Scheme Company for the
performance and exercise of such powers, nghts, duties and functions and to
be indemnified for all costs expenscs and habilities properly incurred by them
in connection therewith (subject, 1n the case of the Scheme Adjudicator to any
direction made by him in accordance 1n with Clause 5 2(f)), save for where the
Scheme Adviser the Scheme Manager and/or the Scheme Adjudicator are
entitled to reimbursement by a third party 1n respect of such costs, expenses
and liabihities

77 Indemnity

(a)

Subject to the Companies Act, the 1985 Act and to Clause 7 7(b), the Scheme
Adviser, the Scheme Adjudicator and the Scheme Manager (1n their capacities
as such) (and/or any of their employees, agents or advisers) shall be entitled to
an indemnity out of the Property of the Scheme Company against alt actions,
claims, Proceedings and demands brought or made against any or all of such
persons tn respect of any act done or omitted to be done by any or all of them
in good faith without negligence, wilful default, wilful breach of duty or trust,
fraud or dishonesty on any of their part in the course of implementing the
Scheme 1n accordance with 1ts terms
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Without prejudice to the generality of Clause 7 7(a). each such person as is
expressed to be entitled to an indemnity 1n accordance with that Clause (in the
capacity 1n which 1t 1s entitled to such an indemnity) shall be entitled to an
indemmity out of the Property of the Company

(1) agamst any hability incurred by it in defending any Proceedings. whether
civil or cniminal. 1n respect of any negligence. wilful default. wilful
breach of duty or trust, fraud or dishonesty on its part n relation to the
operation of the Scheme in which judgment 1s given 1n tts favour or
which 1t 1s acquitted, or

(1) 1n connection with any application in any such Proceedings in which
relief 1s granted to it by a court from lability for neghgence, wilful
default, wilful breach of duty or trust, fraud or dishonesty on any of their
part in relation to the operation of the Scheme

78 Electronic communications

(8)

(h)

Notwithstanding anything to the contrary in the Scheme, nformation
concerning Scheme Liabilities (including any Claim Form or relevant
accompanying mnformation) and any other communication required to be or
capable of being given or sent under the Scheme may. at the option of the
Scheme Creditor concerned, be given or sent by the Scheme Manager. Scheme
Adjudicator or Scheme Creditor in Electronic Form to the address specified for
that purpose by that Scheme Creditor or the Scheme Manager or Scheme
Adjudicator References in the Scheme to "Post” and addresses shall therefore
be construed accordingly

Any notice given 1n Electronic Form shall be deemed to have been received at
the time of recetpt recorded on the Electromc Equipment of the person to
whom the notice 15 addressed provided that the same shall have been sent to
the address specified for that purpose by the Scheme Manager, the relevant
Scheme Creditor. Scheme Adjudicator or by such other person concerned In
relation to electronic communications "address” ncludes without ltmitation
any email address used for the purposes of such communications
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APPENDIX A

CURRICULA VITAE OF THE SCHEME ADVISERS AND THE SCHEME
ADJUDICATORS

(1) THE SCHEME ADVISERS

Michael Steven Walker

Mike 1s a partner 1n and the head of the KPMG LLP Restructuring Insurance Solutions team
in the UK Mike joined KPMG n 1987 and worked for several years on general insoivency
matters before specialising i surance and remsurance tnsolvency. Over the last 15 years he
has been involved in some of the largest insurance nsolvencies in the United Kingdom
ncluding English & Amenican Insurance Company Limited, Sovereign Marine & General
Insurance Company Limited and HIH Group of companies

He 15 currently a Scheme Admunistrator of Enghish & American Insurance Company Ltd and
Sovereign Marine & General Insurance Company Ltd Mike 1s currently a Scheme Adviser in
relation to scveral solvent schemes including Lion City Run Off Pte Lid Pender Mutual
Insurance Company Limited, Oslo Remsurance Company (UK) Limited, Oslo Rensurance
Company ASA and a number of other London Market insurance companies including
participants of the Willis Faber (Underwnting Management) Limited ("WFUM™) Pool. as
well as being the prospective Scheme Adviser to a number of schemes 1n development

He has considerable experience of cross-border 1ssues and has worked extensively in the
United States, Bermuda, Japan and Austraha He has particular expertise in underwriting
pools, cash collection dispute resolution. commutation, schemes of arrangement and all
aspects of insurance company run-off. both solvent and msolvent

Mike 1s a licensed Insolvency Practitioner, a member of the Insolvency Practitioners’
Association, an Affihated Member of the Institute of Chartered Accountants in England &
Wales and a member of the International Association of Insurance Receivers

John Mutchell Wardrop

John 1s a partner n the Insurance Solutions team tn the London office of KPMG LLP He has
specialised in insurance since 1988, and in run-off since 1993  John has exiensive expenience
of the msurance industry including hfe assurance, the London market. brokers and loss
adjusting He has audited lhife, general, broking and loss adjusting companies as well as
advising such companies in relation to corporate finance transactions Over the past 12 years
John has specialised in advising companies in run-off on various issues including exit
strategtes, and 1n taking formal insolvency appointments
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John 1s a Scheme Administrator of Anglo Amernican Insurance Company Limited. Scheme
Admmstrator of Sovereign Marnne & General Insurance Company Limited, Provisional
Ligwdator of Trenwick Group Limited. Provisional Liquidator of La Salle Re Holdings
Linnted, and Joint Provisional Liquidator tn the UK of HIH Casualty & General Insurance
Limited. FAT General Insurance Company Limited. and other HII group companies John 1s
currently Scheme Adviser in relation to several solvent schemes including Reliance National
Insurance Company (Europe)} Limited The Seven Continents Insurance Company Limsted.
Lion City Private Run-OfT Limited, Moorgate Insurance Company Limited. Oslo Reinsurance
Company (UK) Linuted. Oslo Remsurance Company ASA and a number of other London
Market insurance companies ncluding participants of the Willis Faber (Underwnting
Management) Lunited ("WFUM") Pool

John 15 a member of the Institute of Chartered Accountants of Scotland and 1s also a Licensed
Insolvency Practitioner

(2) THE SCHEME ADJUDICATORS

William Bower

Wilham 1s a Fellow of the Chartered Insurance Institute and his most recent full tume role was
as Executive Director of Marlon Insurance Company Lid and Marlon Management Services
Ltd where he led the sale of the companies to the Enstar Group which finalised in August
2007 In addition he 1s a director of the Association of Run-off Companies Limited (ARC)
and Met Re (UK) Company Ltd He has over 35 years of experience n the nternational
insurance and rensurance markets holding board and sentor management roles in UK retail,
reinsurance and discontinued run off businesses

His past major positions include director of Community Reinsurance Corporation Limited
from 1994-1997, Head of UK for Cobalt Runoff Services Limited from 2000-2004, chairman
and dwrector of Aviatton & General Insurance Co Ltd from 1996— 2004, managing director of
Gordian Runoff (UK) Insurance Co Ltd from 2001-2004, and director of St Helens Trust
Limited, from 1994 — 2005

Willtam was also Head of General Insurance Runoff for Pearl Assurance Plc untl January
2006 and jointly led with Prudential the successful strategy and execution of the St Helens
Trust Solvent Scheme of Arrangement on behalf of Prudential, Pearl and others Prior to this
he led the sale of a number of msurance company disposals mm the UK and Overseas,
mcluding Aviation and General, Community Re and Pearl General Insurance in the UK as
well as various compantes 1n Europe, Africa and South America

Wilham has recently acted as the independent vote adjudicator on the Global General and
Remsurance Company Limited, Great Lakes Rewmsurance (UK) Plc and Winterthur Swiss
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Insurance Company schemes of arrangement as well as the scheme claim adjudicator for the
GLM Pool and CEAI S A schemes of arrangements

lan Marshall

lan 1s a partner in and Group Head of Consulting of Chiltington International based in
London He has speciahised tn msurance since 1979, commencing with three years spent n
the Bermuda office of Ernst & Young, followed by six years in this firm’s Los Angeles office
In these roles, he audited and consulted to non-hife insurance and reinsurance companies,
captive insurance companies, hfe reinsurance companies and msurance brokers

Since joiming Chiltington n 1987, lan has had extensive experience in various countries
(notably UK, USA. Austraha, Canada, Bermuda, Germany, Japan, France and Argentina) of
managing and advising remsurance companies and Lloyds’ syndicates in run-off, of acting as
either a fact witness or expert witness In rensurance accounting, loss spiralling and
reinsurance claim nvestigations i a number of arbitrations and of carrving out reinsurance
investigations In 1997-8, he was part of the team which devised and implemented the first
UK solvent scheme of arrangement for a reinsurance company (of which lan was a director)

In more recent years, lan has also acted as the independent expert in a Part VII transfer, been
appointed as an arbitrator in a UK case and as the scheme adviser for a forthcoming solvent
scheme of arrangement He also directed the work for the first reinsurance portfoho transfer
from Germany to the UK under EU Reinsurance Directive legislatton and which took place in
2007

lan is a Fellow of the Institute of Chartered Accountants in England and Wales (FCA), a
Certified Public Accountant (USA), a Chartered Insurance Practinioner (ACII). a Practuising
Member of the Academy of Experts and a panel member of ARIAS (UK}

Phihp Heithnger

Phihp Heitlinger 1s a graduate of Oxford University and has an Honours Degree in Modern
Languages (French and German) He is a Fellow of the Chartered Insurance Institute He has
worked 1n the insurance/reinsurance industry since starting as a graduate trainee at Royal
Insurance (UK) 1in 1978 He worked in UK Personal/Commercial Lines underwriting in
L.ondon and as an assistant in the UK Head Office Underwriting department 1n Liverpool In
1980 he joined an AIG subsidiary in Brussels as a Facultaive Underwnter in the
Liability/Accident Department The business he wrote included excess public and products
bability classes to cedants in the UK, France and Germany In 1983 he jomed the
underwnting management ieam at Enghsh & American Group in London, where he held a
number of management positions in the non-marine property/casualty underwniting
department

Scheme Website. www.ewpaynepools.com




-85 -

Philip was originally appointed Technical General Manager upen the establishment of PRO n
1993  He has served as chent executive for a number of PRO s major clients such as Black
Sea and Baltic (under a Scheme of Arrangement) the GLM pool AREAS (a T'rench mutual
with an nternational run-off porttolio} and the AGF/Maniner account  He also has
responsibility for PRO’s inward commutation activities in partscular those involving cedant
inspection of records and hitigation  As such he has been involved in a number of projects
that have resulted in considerable balance sheet savings for clients He has been involved 1n a
number of due diligence and commutation projects on behalf of Swiss Re and other clients in
France and Germany He s spearheading PRO s development activities in continental Europe

Philip 1s a member of the company s Executive Management Board and of its Business
Development Team He s fluent (to native speaker standard) in both spoken and written
French and German and during the course of his career spanning twenty seven years has been
involved in audit visits and negotiations with most of the major insurers/reinsurers 1n France,

Germany Belgium and Switzerland
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LIST OF DOCUMENTS AVAILABLE FOR INSPECTION

1 The document of which this Appendix forms part including the Explanatory Statement
and the Scheme. and

2 The order of the Enghish Court convening the Scheme Meetings

Copies of the above documents will be available for inspection by Scheme Credutors after the
date hereof until the closure of the Scheme Meetings in London at the offices of Rewnsurance
Solutions Limited at Mayland House Mayland Road Essex CM8 2UP and at the offices of
KPMG LLP at 8 Salisbury Square London EC4Y 8BB, during ordinary business hours from
Monday to Friday (excluding pubhic holidays)
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APPENDIX C

NOTICE OF THE SCHEME MEETINGS

No 3397 of 2008
IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION

COMPANIES COURT

IN THE MATTER OF AEGON SCHADEVERZEKERING NV AND THE
OTHER COMPANIES LISTED IN THE SCHEDULE TO THE APPLICATION
(ALL BEING MEMBERS OF THE E W PAYNE POOLS)

and

IN THE MATTER OF THE COMPANIES ACT 2006

NOTICE IS HEREBY GIVEN that by an order dated | May 2008 the High Court of Justice has
directed that meetings (the Creditors' Meetings) of the Scheme Crediiors (as defined in the Scheme)
of certain companies that participated on the E W Payne Pools histed in Schedule A to this Notice (the
Companies) be held on 4 July 2008 at KPMG LLP. 8 Salisbury Square London, EC4Y 8BB

commencing at 10am

The purpose of the Creditors' Meetings will be to consider and, 1f thought fit, to approve (with or
without modification) schemes of arrangement proposed to be made between the Companies and their

Scheme Creditors pursuant to Part 26 of the Companies Act 2006 (the Scheme)

Downloadable files of the proposed Scheme Document, Explanatory Statement and Appendices are
available on the Scheme website www ewpaynepools com 1If you require any further printed copies
of these documents, please send your request to KPMG LLP or Edwards Angell Palmer & Dodge UK

L.LP at the addresses hsted below, and a copy will be sent to you free of charge

Scheme Creditors may vote in person at the Creditors’ Meetings or they may appomnt another person,

whether a Scheme Credutor or not, as their proxy to attend and vote n their place Voung forms and
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proxy forms for use at the Creditors' Meeting have been sent to all known Scheme Creditors together

with this Notice

It 1s requested that proxies and voting forms be sent by Post to Reinsurance Solutions Limited at the
address below as soon as possible to arrive no later than 4pm on 30 June 2008 A faxed copy (fax
+44 (031376 506 601) will be accepted 1if legible provided that the onginal 1s received by no later than
dpm on 3 July 2008 If Scheme Credutors fail 1o submit their proxies and voung forms by 4pm on 30

June 2008 they may be handed to the Chairman of the Creditors' Meetings at the meeting
The court has directed that Mr Richard Whatton of SOBC Limited or fahing hum, Mr Michael Walker
of KPMG LLP be appomnted 1o act as Chairman of the Creditors’ Mecungs and has directed the

Chairman 10 report the resull of the Creditors’ Meetings to the Court

Any Scheme Creditor that 1s unclear about or has any questions concerning the action he 1s required to

take should contact KPMG or Reinsurance Selutions Limited

In the event that the Scheme Creditors vote tn favour of the Scheme 1t will be subject to the

subsequent approval of the court

Scheme Manager

Scheme Adviser

Legal Adviser

Remnsurance Solutions Limited
Mayland House
Mayland Roead

Lssex

CMS8 2Up

Umited Kingdom

Contacts Bnan Evans & David Bowen
General +44 (0)1376 506 210

Direct Bnan Evans

+44 (0)1376 506 423
David Bowen
+44 (0)i376 506 374

Fax +44 (011376 506 601
Email Bnan W Evans@guy carp cam

David C Bowen(@guycarp com

Mike Walker and John Wardrop
KPMG LLP
8 Salisbury Square

London
EC4Y 8BB
Untted Kingdom
Contacts James Bolton & Neii Sutton
General +44 (0)20 7311 1000
Drrect James Bolton

+44 (8)20 7694 1856

Nei1l Sutton

+44 (0)20 7694 3485

Fax +44 (0)20 7694 3126
Email james boltenf@hpmg co uk

neil suttonfedkpmg co vk

Edwards Angell Palmer & Dodge UK
LLP
One I ctter Lane

London
EC4A 1JB
United Kingdom
Contacts Vivien Tyrell & Nick Stern
General +44 (0)20 7583 4055
Direct Vivien Tyrell
+44 (0)20 7556 4451
Nick Stern
+44 (0)20 7556 4533
Fax +44 (0)20 7353 7377
Lmail viyrell@eapdlaw com

nstemdeapdlaw com

Dated 1 May 2008
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APPENDIX E

SOLVENT POOL PARTICIPANTS OF THE E W PAYNE POOLS THAT ARE NOT

17

18

19

20

21

PROPOSING A SCHEME

AG Fur Transport Ruckversicherung

Alea (on 1ts own behalf and through its participation in the BVF Pool)
Alhanz International Ins

Amernican Employers lnsurance Company

American Fire & Casualty Company

American Manufacturers Mutual Insurance Company
Atlantica Insurance Company Limited

Bishopsgate Insurance Limited

Cavell Insurance Company Limited

Central Reinsurance Corporation

Cirrus Re Company AS

Commercizl Union Reinsurance Company
Community Reinsurance Corporation Limited

Delta Lloyd Non-Life Ins Group

Devonport Underwriting Agency Limited

Eisen Und Stahl Ruckversicherungs

Employers Mutual Of Wausau

Excess Insurance Group

Farmland Insurance Companies

Gencral Star National Insurance Co

Hannover Ruckversicherungs-AG
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29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

|
2101 -

Insurance Company Of North America

KX Remsurance Company Limited

La Fondiana (through its participation in the BVF Pool)
Lancer Insurance Company

Lawrence Re (La Fenice)

Mannheimer (through its participation in the BVI Pool)
Ment Insurance Company

Milbank Mutual Insurance Company

National Casualty Company Of America

Natianal Casualty Company Of Detroit

Nationwide Mutual Insurance Company

Old Tower Run Off

Oslo Reinsurance Company ASA

Paris International Re

QBE Luropean Operations (on 1ts own behalf and through its participation i the BVF
Pool}

Singapore Remsurance Corporation

Solvent Participants of Hua Limited "Pool" Account

Solvent Participants of Tower Underwriting Management Limited Pool
Solvent Participants of Willis Faber Underwnting Management Limited Pool
Sompo Japan Insurance Inc

Swedish Club

Transamerica Insurance Company

Trygg-Hansa Insurance Company L.imited

Universal Reinsurance Corp
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Winterthur Swiss Insurance Company

World Auxthary Insurance Corp Limited
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IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION
CODMPANIES COURT

MR JUSTICE DAVID RICHARDS

IN THE MATTER OF AEGON SCHADEVERZEKERING NV AND THE OTHER COMPANIES
LISTED ON THE SCHEDULE TO THE APPLICATION (All BEING MEMBERS OF THE EW
PAYNE POOLS)

AND
IN THE MATTER OF THE COMPANIES ACT 2006

APPENDIX B

PCL22778184\]




THE E W PAYNE POOLS SCHEME

A PROPOSAL IN RELATION TO SCHEMES OF
ARRANGEMENT PURSUANT TO PART 26 OF THE
COMPANIES ACT 2006

BETWEEN

THE SCHEME COMPANIES

(Listed on pages 2 to 10 of this document)

AND THEIR RESPECTIVE

SCHEME CREDITORS

CONCERNING BUSINESS UNDERWRITTEN AND/OR ADMINISTERED
BY REINSURANCE SOLUTIONS LIMITED ON BEHALF OF THE
SCHEME COMPANIES IN RESPECT OF

THE EXCESS OF LOSS POOL NO 1 (1960 to 1985},
THE EXCESS OF LOSS POOL NO 2 (1974 to 1982),
THE EXCESS OF LOSS POOL NO 3 (1983) AND
THE "X’ ACCOUNT PQOL (1961 to 1968)

WITH MODIFICATIONS AFFECTING THE SCHEME CREDITORS OF UNIONAMERICA
INSURANCE COMPANY LIMITED AND EAGLE STAR INSURANCE COMPANY LIMITED ONLY

THIS DOCUMENT 1S IMPORTANT AND RFQUIRFS YOQUR IMMEIMATE ATTENTION IT CONTAINS EXTENSIVE AND
DFTAILED INFORMATION AND SHOULD BE READ IN ITS ENTIRETY IF YOU ARF IN ANY DOUBT AS TO THE ACTION YOU
SHOULD TAKE YOU SHOULD CONSULT YOUR FPROFESSIONAL ADVISER WITHOUT DELAY A COPY OF THIS DOCUMENT
HAS BEEN SENT TO THOSE EXISTING BROKERS BELIEVED TO HAVE PLACED BUSINESS WITH OR ON BEHALF OF ANY OF
THE SCHIME COMPANIFS BROXERS, OTHER AGENTS AND INTERMEDIARIES ARE REQUESTED TO BRING THE
CONTENTS QF THIS DOCUMENT TO THE ATTENTION OF CLIENTS WHO HAVE OR MAY HAVE, SCHEME CLAIMS AGAINST
ANY OF THE SCHEME COMPANIES

Scheme Website: www.ewpaynepools.com
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SCHEME COMPANIES' PRESENT NAMES AND RELEVANT FORMER NAMES

Pool Participant
¥ 3
Wi g R

‘ b
ATy “ A

i‘jﬁ;‘ e
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e
: ff-;"i::i’

H

.| Former names used when underwrgﬂtmg )
i ,.uthe, oW, ools,and th¢ ifames;of

: have‘ggb&een! %r‘aanﬂsferr” e&dg?pto ther Pool::f WTW
i rPartxcnpant - e i

companies | fromwwhnch Scheme lefbll

ACN 000 141 051 Linuted

National & General Insurance Company
Limuted

AEGON Schadeverzekering NV

Compagnie van Assuradeuren NV
NEZAMN YV

Affihaled F M Insurance Company

Affihated F M Insurance Company

Aaor Insurance Company Limited (on its own
behalf and in respect of 1ts participation in the
BVF Pool)

Da1 Tokyo Fire & Marine Insurance Company
Limated

Allianz Belgium SA

AGF Belgium SA
Assubel-Vie SA

Assubel Accidents & Dommages SA, ex
Caisse Nationale Belge d’ Assurances SA

Alhanz Suisse Insurance Company (on 1its
own behalf and 1n respect of its participation
in the BVF Pool)

Athanz Suisse Insurance Company
Elvia Insurance Company
Helvetia Accident Swiss Insurance Company

General of Berne Insurance Company

Alma Insurance Company Limited

Aura General Mutual Insurance Company
(Keskmainen Vaktuutusytio Aura)

Tapiwola General Mutual Insurance Company

Pohja General Mutual Insurance Company
(Keskinainen Valmnkovakuutusyhtio Pohja,
Omsesidiga Skadefosakring Pohja, Pohja
Keskinainen)

Aite Leipziger Versicherung AG

Alte Leipziger Ruckversicherung AG

American Casualty Company of Reading

Amernican Casualty Company of Reading

American International Remnsurance Company

American International Remsurance Company

American States insurance Company

Amernican Union Reinsurance Company

Argonaut Insurance Company

Shamrock Insurance Company Limited

Arran Insurance Company Limited

Ancon Insurance Company (UK) Limited

Assicuraziont Generali S p A UK Branch

Assicurazioni Generali S p A UK Branch

Aterforsakringsaktiebolaget Stockholm
(Stockholm Remnsurance Company Limited)

Stockholm Reinsurance Company Limited

Scheme Website: www.ewpaynepools.com




Pool Participant

Former names used when underwriting on
the EW Payne Pools and the names of
companies from which"Scheme Liabilities
havg;been transferred into the Pool
JParticipant

Axa Belgium SA

Royal Belge Incendie Reassurance SA

Axa Insurance UK Plc

Forsiknngsaks)eselskapet Polans-Norske S)o

Forstkringsaktieselskabet Nordlyset

AxaRe

Anctenne Mutuelle
La Paix (Paris)
La Providence

La Providence IARD

Baloise Insurance Company Limited

Baloise Fire Insurance Co Lumited

Baloise Marine Insurance Co Limited

Bothnia Intemational Insurance Company
Limuted {on 1ts own behalf and in respect of
its participation 1n the BVF Pool)

Aterforsakringsaktiebolaget Vastuu
Finska Sjoforsaknings

Industriforsikring

Keskmainen Vakuutusyhtio Sampo
Patria Remnsurance Company Lumited
Pohjola Insurance Company Lumited
Sampo International Insurance Company

Vastuu Jalleenvakuutusosakeyhtio

Carolina Casualty Insurance Company

Insurance Company of the South

Codan Insurance Limited

Dansk Soassurance (Dansk Seassurance)
Hafnia Ins Co Ltd
Hafnia Reassurance (Hafnia Re)

Den Kjebenhavnske Sg-Assurance-Forening
{Copenhagen Soeassurance)

Forsikringsselkabet Haand 1 Haand (Jater
Hafma Haand-1-Haand)

Dansk Seassurance A/S (Dansk
Soassurance/Danish Marine Insurance Co Ltd)

Forsikringsselskabet Hafma Sa —og Industr,
Forsikringsselskabet Hafnia A/S (Hafnia
Insurance Lid)

Hafma Reassurance A/S

Forenede Assuranderer Aktiesclskab, Fjerde
Seforsikrings Selskab A/S

Scheme Website: www.ewpaynepools.com
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A/S Forsikningsselskabet Codan
Codan Arbejdsskadeforsikring A/S

Codan Insurance Ltd

Commerce and Industry Insurance Company

Commerce and Industry Insurance Company

Companhia De Seguros Fidelidade - Mundal
SA

Companhia de Seguros Fidehdade, SA
Fidelidade Grupo Segurador

CX Remnsurance Company Limited

CNA Reinsurance Company Limited

CNA International Reinsurance Company
Limited

CNA Rensurance of London Limited

Contmental Casualty Limited

Eagle Star Insurance Company Limited

Eagle Star Group

Eagle Star (Swann and Everett Underwnting
Agency)

Eagle Star Remnsurance Company Limited

Factory Mutual Insurance Company

Allendale Mutual Insurance Company

MFB Mutual Insurance Company
{Manufacturers Mutual Insurance Company,
Firemens Mutual Insurance Company,
Blackstone Mutual Insurance Company)

Arkwright Mutual Insurance Company
Arkwnight-Boston Mutual Insurance Company

Philadelphta Manufacturers Mutual Insurance
Company (PMMI)

Mutual Boiler & Machinery Insurance
Company

Protection Mutual Insurance Company

Farmers Mutual Hail Insurance Company of
Iowa

Farmers Mutual Hail Insurance Company Of
fowa

Federated Mumal Insurance Company

Federated Mutual Insurance Company

Freldmull Insurance Company Limited (with
regard to its participation in the Hilicot
Underwrniting Pool which was formerly
known as the Toa Re Underwriting Pool, the

Harleysville Insurance Company (UK} Limsted

Toa Re-Oatley Underwniting Pool and the GE
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Pool Participant

Former names used when underwriting on
the EW Payne Pools and the names of
companies from which Scheme Liabilities
have been transferred into the Pool
Participant ;

Oatley (Underwnting Agencies) Limited
Pool)

Florists' Mutual Insurance Compan
pany

Florists' Mutual Insurance Company

Gan Assurances [ARD

Groupe des Assurances Nationales

Assurances Nationales

Generalt Assurances Generales

Umion Suisse Compagnie Generale
D'Assurances

Generah Versicherung AG (in respect of its
participation in the BVF Pool)

Thuningia Versicherung AG
Thunngia Generali Versicherung AG

Gjensidige Forsikring, Norway

Gjensidige Forsiknng
Gjensidige Norsk Skadeforsikring

Trondhjems Forsikringsselskab

GLOBALEL Ruckversicherungs-AG

Gerling-Konzern GLOBALE Versicherungs-
Aktiengesellschaft

Gerling-Konzern Ruckversicherungs-
Aktiengesellschaft

Gerling Globale Ruckversicherungs-
Aktiengesellschaft

Hamburger Internationale Rueckversicherung
AG

Hamburg-Bremer Rueckversicherungs-AG

Harper Insurance Limited

Harper Versicherungs AG (Harper Insurance
Limited)

Turegum Versicherungsgesellschaft (Turegum
Insurance Company)

Hillcot Re Limited (with regard to 1ts
participation 1n the Hillcot Underwrniting Pool
which was formerly known as the Toa Re
Underwnting Pool, the Toa Re-Oatley
Underwriting Pool and the GE Qatley
(Underwriting Agencies) Limited Pool)

The Toa-Re Insurance Company (UK) Limited
Chevanstell Limited

Tryg-Baltica International (UK) Limted
Coloma Baltica Insurance Limited

Coloma [nsurance Company (UK) Limited)
Oslo Reinsurance Company (UK) Limited
Norden Insurance Company (UK) Limited

Inland Insurance Company

Inland Insurance Company

IRB-Brasil Resseguros S A

Instituto de Resseguros do Brasit

Scheme Website: www.
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Lansforsakringar Sak Forsaknngsakt:ebolag
(publ)

(Lansforsakringar Non-Life Insurance
Company (publ))

Jordbrukets Forsaknngsbolagat, Omsesidigit

Longmynd Insurance Company Linited
(with regard to 1ts paruicipation in the Hillcot
Underwriting Pool which was formerly
known as the Toa Re Underwniting Pool, the

Toa Re-Oatley Underwriting Pool and the GE

Oatley (Underwriting Agencies) Limited
Pool)

Secunty Insurance Company (UK) Limited

Markel Intermational Insurance Company
Limited

Intercontinental Remnsurance Company Limited

Terra Nova Insurance Company Limited

Milwaukee Insurance Company

Milwaukee Union Mutual Insurance Company

Minster Insurance Company Linuted

Groupama Insurance Company Limited
GAN Insurance Company Lirmted

GAN Munster Insurance Company Limited

Mitsur Sumitomo Insurance Company
Limited

The Sumitomo Marine & Fire Insurance
Company Limited

Mitsut Marine & Fire Insurance Co Ltd

Taisho Marnne & Fire Insurance Co Lid

Munchener Ruckversicherungs-Geselischaft
{Munich Reinsurance Company) (on its own
behalf and on behalf of Reale Riassicuraziom
S P A's participation 1n the BVF Pool)

Victoria Ruckversicherungs A G

Reale Riassicuraziom S P A

Niedersachsen Versicherungs-AG

Niedersachsen Versicherungs-AG

Nipponkoa Insurance Co, Ltd

The Nippon Fire & Manmne Insurance Co, Ltd

North Star Mutual Insurance Company

North Star Mutual Insurance Company

NRG Victory Retnsurance Limuted

Victory Insurance Company Limited

The Victory Remnsurance Company Limated

Oberosterrerchische Versicherung
Aktiengesellschaft

Oberosterreichische Landes-Brandschaden-
Versicherungsanstalt

Wechselseitige Oberosterreichische Landes-
Brandschaden-Versicherungsanstalt

Wechselseitige Oberosterreichische
Versicherungsanstall

Scheme Website: www.ewpaynepools.com
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Oberosterreichische WEChSGlSCltlge
Versicherungsanstalt

Oberosterreichische Vermogensverwaltungs-
Aktiengesellschaft

Phoemix Insurance Company

Phoenix Insurance Company

Pohjantahti Mutual Insurance Company

Keskinainen Hameen Vakuutusyhtio

Hameen Vakuutus Mutual Insurance Company

Provinzial Rheinland Holding

Provinzial-Feuerversicherrungsanstalt der
Rheinprovinz

Public Service Mutual Insurance Company

Public Service Mutual Insurance Company

R+V Versicherung AG (in respect of 1ts
participation in the BVF Pool)

Rhein-Main Ruckversicherungs-Gesellschaft
AG

REAAL Schadeverzekeringen NV (formerly
Hooge Huys Schadeverzekeringen N V)

Hooge Huys Schadeverzekeringen NV

RiverStone Insurance (UK) Limited

Riverstone Insurance (UK) Limited

Riverstone Management Limited (formerly
known as Sphere Drake Underwnting Limited
and Sphere Drake Underwriting Management
Limited)

Coloma Insurance Company (UK) Limited
Dai Tokyo Insurance Company (UK) Limited
Drake Insurance Company Limited Employers
Of Wausau Insurance Company (UK) Limited
Norden Insurance Company (UK} Limited
Sampo Insurance Company (UK) Limtted
Sentry (UK) Insurance Company Limited
Sentry Indemmty Company Sphere Drake

Insurance Plc Sphere Insurance Company
Limited

Vesta (UK) Insurance Company Limited
Solar Underwnting Agencies Lid
Iron Trades Mutual Insurance Company

Limited Koa Insurance Company (UK)

Scheme Website: www.ewpaynepools.com
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Linuted Sterling Insurance Company Limited |

Saskatchewan Government Insurance

Saskatchewan Government Insurance Office

SCOR Global P&C, acting on behalf of
Magdeburger Ruckversicherungs-Actien-
Gesellschaft and La Vittonia Riassicuraziom
S P A (in respect of their participation n the
BVF Pool)

La Vattonia Riassicuraziom S P A

Magdeburger Ruckversicherungs-Actien-
Gescllschafi

Deutsche Continental Ruckversicherungs AG

Scor Ruckversicherung (Deutschland) AG

Agrnippina Ruckversicherungs-
Aktiengesellschaft

Sentry Insurance a Mutual Company

Hardware Mutual Casualty Company

Sirwss International Insurance Corporation
(publ)

Sirws Internationat Insurance Corporation
Sirws Insurance Company Limt:ted
Swedish Atlas Reinsurance Company Limited

Atlas Insurance Company Limited

Sparebank 1 Skadeforsikring AS

Forsikningsaktieselskapet Samvirke

Samvirke Skadeforsikring AS

SV SparkassenVersicherung Holding AG

Sparkassenversicherung Allgemeine
Versicherung AG

Zentraleuropaeische Versicherung AG

Stronghold Insurance Company Limited

Stronghold Insurance Company Limited

Swiss Remsurance Amernica Corporation

Buffalo Insurance Company
Underwriters Reinsurance Company

Swiss Re Underwniters Agency Inc

Swiss Reinsurance Company

Swiss Reinsurance Company

Swiss Remnsurance Company Rappresentenza
per L’Italia

Unione Italtana di Riassicurazione
(UNIORIAS)

Swiss Re ltalia SPA

The Copenhagen Rewnsurance Company
Limited

The Copenhagen Rewnsurance Company Ltd

A/S Det Kjoebenhavnske Reassurance-
Compagm

The Travelers Indemnity Company, only in 1ts
capacity as successor 1n interest to certain
Calvert Fire Insurance Company habilities

Calvert Fire Insurance Company

Scheme Website: www.ewpaynepools.com
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the EW Payne Pools and the names of
companies from which-Scheme Liabilities
have been transferred into the Puol
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Tokio Marine & Nichido Fire Insurance Co,
Limited

The Nichido Fire & Marine Insurance
Company Limited

Trn-State Insurance Company Of Minnesota

Tri-State Mutual Insurance Company

Tri-State Insurance Company Of Minnesota
Berkley Corporation

Umionamerica Insurance Company Lumted

Unionamerica Insurance Company Liumited
St Paul Travellers Insurance Company Limited

St Paul Fire & Marine Insurance Company
(UK} Limated

St Paul International Insurance Company
Limited

St Kathenne Insurance Company Limited
St Katherine Insurance Company Plc

St Paul Remsurance Company Limited
(Oberon Underwniters Lumited)

Mercury Remsurance Company (UK) Linited

San Francisco Insurance Company (UK)
Limited

The Insurance Corporation Of Singapore (UK)
Limited and

The Nippon Fire & Marine Insurance
Company (UK) Limited

UNIQA Versicherungen AG {in respect of 1ts
participation i the BVF Pool)

Versicherungsanstalt der osterreichischen
Bundeslander AG

Veritas Mutual Non-Life Insurance Company

Aterforsakringsaktiebolaget Veritas

WARTA Insurance and Reinsurance
Company SA (oo sts own behalf and in
respect of 1its participation n the BVI Pool)

Warta Towarzystwo Ubezpieczen 1
Reasekuracy Spotka Akcyjna

Towarzystwo Ubezpieczen 1 Reasekuracy
"WARTA" Spétka Akcyna

WASA International Forsakringsaktiebolag
(WASA Intemational Insurance Co Limited)

Svenska Ventas Forsakringsaktiebolag
Forsakningsaktiebolaget Svenska Ventas

Forsakrings-Aktiebolaget Secuntas

Western National Mutual Insurance Company
(Formerly Farmers Home Mutual Insurance
Company)

Farmers Home Mutual Insurance Company

Scheme Website: www.

ewpaynepools.com
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Wustenrot & Wurttemberglsche AG (on us

own behalf and in respect of its participation
mn the BVF Pool)

Wurttembergische Feuerversicherung
Aktiengesellschaft

Scheme Website: www.

ewpaynepools.com
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IMPORTANT NOTICE TO SCHEME CREDITORS

Thts document has been prepared in connection with proposed schemes of arrangement (the
Scheme)} pursuant to Part 26 of the Companies Act 2006 between each of the Scheme
Companies and therr respective Scheme Creditors (as defined in the Scheme) The Scheme
Companies are histed on pages 2 to 10 of this document

The Scheme proposed by each Scheme Company 1s in law each a separate Scheme of
Arrangement Since all the Schemes have 1dentical terms, for convemence, their provisions

have been set out mn a single document referred to as "the Scheme"

Unless otherwise ndicated, the statements, opimions and information contained n this
document are made as at the date of this document and reflect the cwrcumstances existing and

the mformation of which the Scheme Compamies were aware at that ime

Nothing in this document shall constitute any admission of fact or lrability on the part of any
ot the Scheme Companies or any other person with respect to any assct 10 which it may be
entitled or any claim against it No estiumate of the amount of any claim against a Scheme
Company provided to it or taken nto account for the purposes of voting on the Scheme shall
be binding on the Scheme Compantes or any other party for the purposes of the Scheme or for
any other purpose

None of the Scheme Companies has authonised any person to make any representations
concerning the Scheme which are inconsistent with the statements contained 1n this document
If any such representations are inade, they may not be relied upon as they have not been
authorised by the Scheme Companies

Part | of this document 1s the Explanatory Statement which contains a summary of the man
provisions of the Scheme Part II contains the Scheme

None of the contents of this document is intended to constitute legal, tax, financial or other
professional advice for Scheme Creditors Scheme Creditors should take advice from their
own professional advisers before takung any action 1n connection with the Scheme

The same defined terms have been used m both the Scheme and the Explanatory
Statements. These terms begin with a capital letter. A list of those defined terms is

shown on pages 41 to 49.

Scheme Website: www ewpaynepools.com
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CONTACT INFORMATION

Scheme Manager

Scheme Advisers

Reinsurance Solutions Lamited
Mayiand House

Mayland Road

Essex

CMB8 2UP

United Kingdom

Contacts Bnan Evans and David Bowen

General +44 {0)1376 506 210

Direct Brian Evans  +44 (0)1376 506 423
David Bowen +44 (0)1376 506 374

Fax +44 (0}1376 506 601

Email Brian W Evans{@guycarp corn
David C Bowen@guycarp com

Mike Walker and John Wardrop
KPMG LLP

8 Salisbury Square

London

EC4Y 8BB

United Kingdom

Contacts  James Bolton and Neil Sutton

General +44 ()20 7311 1000

Direct ine  James Bolton +44 ()20 7694 1856
Neil Sutton  +44 (0120 7694 3485

Fax +44 (0)20 7694 3126
Emal James belton{@kpmg co uk

netl sutton@kpmg co uk

Legal Adviser

Scheme Adjudicators

Edwards Angell Palmer & Dodge UK LLP
One Fetter Lanc

London

EC4A 11B

United Kingdom

Contacts  Vivien Tyrell and Nick Stemn

General +44 (0)20 7583 4055

Direct Vivien Tyrell -+44 (0)20 7556 4451
Nick Stern +44 ()20 7556 4533

Fax +44 (0)20 7353 7377

Email vtyrell@eapdlaw com
nstern@eapdlaw com

Wilham Bower

WU Bower Consultancy Linnted
70 Prince George Avenue
London, N14 48P

United Kingdom

Ian Marshall

Chtltington International Limited
1-4 Bury Street

London, EC3A 5AW

United Kingdom

Philip Heithnger

PRO Insurance Sclutions Lirted
One Great Tower Street

London

EC3R 5AA

United Kingdom

Scheme Website: www.ewpaynepools.com
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KEY DATES

30 June 2007 Ascertainment Date - the date as at which Scheme
Liabilities will be valued

30 June 2008 Final date for the retum of Scheme Creditors’ Voting Form
and Proxy Form

4 July 2008 Meetings of the Scheme Creditors to vote on the Schemes

17 July 2008 Court hearing in London seeking sanction of the Schemes

18 July 2008 Effective Date of the Schemes

16 December 2008 Bar Date, the date by which Scheme Claims must be
submutted

The dates given above for the Court hearing to sanction the Scheme, the Effective Date of the
Scheme and the Bar Date are the planned dates for such stages and may be subject to change
The Scheme Companies will bring the exact dates to the attention of Scheme Creditors by
advertising, by posuing them on the Scheme Website and by sending Scheme Creditors
notification to thetr known addresses or, where possible, by e-mail

SCHEME WEBSITE: www.ewpavynepools.com

Scheme Website: www.ewpaynepools.com
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PART 1

EXPLANATORY STATEMENT

{(in compliance with Section 897 of the Companies Act 2006)

for the

THE E W PAYNE POOLS SCHEME

BETWEEN

THE SCHEME COMPANIES

(Listed on pages 2 to 10 of this document)

AND THEIR RESPECTIVE

SCHEME CREDITORS

CONCERNING BUSINESS UNDERWRITTEN AND/OR ADMINISTERED
BY REINSURANCE SOLUTIONS LIMITED ON BEHALF OF THE
SCHEME COMPANIES IN RESPECT OF

THE EXCESS OF LOSS POOL NO 1 (1960 to 1985),
THE EXCESS OF LOSS POOL NO 2 (1974 to 1982),
THE EXCESS OF LOSS POOL NO 3 (1983) AND
THE 'X' ACCOUNT POOL (1961 to 1968)

Scheme Website: www.ewpaynepools.com
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DETAILED CONTENTS

LETTER FROM REINSURANCE SOLUTIONS LIMITED

What 1s a scheme of arrangement?

Who will be affected?

Why has a scheme been proposed?
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What are the disadvantages of the Scheme for Scheme Creditors?
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HISTORY OF THE E W PAYNE POOLS AND DESCRIPTION OF
THE SCHEME BUSINESS

The London Subscription Market

The operation of the E W Payne Pools

Details of each of the four E W Payne Pools

Partictpation on the E W Payne Pools

The Schemes

Further Information

HOW DOES THE SCHEME WORK? — A DETAILED EXPLANATION

Overview

Application of the Scheme

Effect of the Scheme and stay of Proceedings
Distnbution of Claim Forms

The Claim Form
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REINSURANCE SOLUTIONS Brian Evans

Vice President

Rensurance Solutions Limited
Mayland House Mayland Road
Witham Essex CM8 2UP

020 7357 1000 Fax 020 7357 2164

Dear Scheme Creditor

We admimster the run-off of the E W Payne Pools business on behalf of the Scheme
Compames and are writing this letter on their behalf

The Scheme Companies listed on pages 2 to 10 of this document each participated on one or
more of the four E W Payne Pools which operated between 1960 and 1985 Since 1985, all
four of these Pools have been in run-off The purpose of the proposed Scheme ts to bring the
run-off of the Pools, so far as is possible, to an early end

The purpose of this letter and the Explanatory Statement, of which 1t forms a part, 1s to

provide

1 a summary of the terms of the Scheme,

2 an explanation of why the Scheme has been proposed, and

3 an explanation of the main advantages and disadvantages to Scheme Creditors of the
proposal

The Explanatory Statement 1s intended to assist Scheme Creditors in reaching their decision
whether to vote for or against the proposed Scheme at the forthcoming meetings specially
convened to vote on the Scheme

Pages 30 to 38 of the Explanatory Statement provide a more detalled summary of the
provisions of the Scheme The Scheme itself 1s set out at pages 39 to 80 The Explanatory
Statement 15 intended merely as a guide and you should not rely on 1t 1n place of reading the
specific provisions of the Scheme

MARSH MERCER KROLL

Remsurance Sohutions Liatited Ap 2 . - A1t . ch s swhonsedand re. . MM~y CARPONTER OLIVER WYMAN

by the Financral Services Authonny Regisiered office | Tower Place West Tower Place London ECIR SBLJ
Regustered n Fngland no 1199219

Scheme Website: www.ewpaynepools.com
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WHAT IS A SCHEME OF ARRANGEMENT?

A scheme of arrangement, such as that proposed here 1s a compionuse or arrangement
between a company and 1ts creditors (or any class of them) It 1s governed by Part 26 of the
Compames Act 2006 which provides that a scheme does not become legally binding on a
company and its creditors {or any class of them), until

] a majorty n number representing not less than 75% in value ot creditors (or any class
of them), present and voting in person or by proxy vote i favour of the scheme at a
specially convened meeting held with the permuisston of the court,

2 the court subsequently makes an order sanctioning the schenie, and

3 a copy of the sanction order 1s delivered to the English Registrar of Companies for

registration

Once effective, the Scheme will bind the Scheme Companies and all their respective Scheme
Credntors urespective of whether such Scheme Creditors were notified of the Scheme and/or

whether they voted at the Scheme Meetings.
WHO WILL BE AFFECTED?

The Scheme 15 proposed between the Scheme Companies and thewr respective Scheme
Creditors A Scheme Creditor 1s defined in the Scheme but 1n summaty, 1s restricted to those
companies which have, or which may have in the future, a claim aganst any one of the
Scheme Companies 1 relation to Remsurance Contracts written by one or more of the
Scheme Companies through their participation on the E W Payne Pools

The Scheme covers only Scheme Business written by the Scheme Companmes Scheme
Business 15 defined in the Scheme, bt in summary 15 resincted to Remnsurance Contracts
underwnitten by a Scheme Company through its participation on the E W Payne Pools The
Scheme does not apply to business written by the Scheme Companies outside the E W Payne
Pools

A hst of the Scheme Companies 1s shown at pages 2 to 10 Not all Pool Participants are
proposing a Scheme This is because they are msolvent (Pool Participants that are 1n an
insolvency procedure are not proposing Schemes), are in the process of implementing thetr
own schemes for all of their business (including Scheme Business) or they have dectded not
to propose the Scheme A lst of the known solvent companies that participated on the E W
Payne Pools that are not proposing a Scheme 1s shown in Appendix E (page 100)

_—

Ransurance Solutiens Limited Ana., o . < &w o oot Myt d o vhich s authorsed and res ' (d i MARSH MERCER KROLL
by the Firancial Services Authenty Registered office | Tower Place West Tower Place London ECIR SBU 1 MMIC
Regrstcred m Eoglnd e 109219 | MMC GUY CARPENTER  OLIVER WYMAN

Scheme Website: www.ewpaynepools.com
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Scheme Creditors requining assistance in identifying thewr involvements with the E W Payne
Pools and establishing which of the Scheme Companies underwrote their policies are
requested to contact the Scheme Manager The Scheme Manager will respond to such
requests by providing the Scheme Creditors with the relevant schedules detailing the
participation by each of the Scheme Companies on each of the Pools by class of business for
each underwrniting year for which the Scheme Creditor purchased remnsurance from the Pools

WHY HAS A SCHEME BEEN PROPOSED?

The E W Payne Pools have now been in run-off for over 20 years In the normal course it 1s
estumated that 1t would take at least a further 20 years to run-off the lhabilities that comprise
the Scheme Business The Scheme Companies consider 1t 1s i thewrr interests and wn the
interests of Scheme Creditors to try and finalise their habilities anising out of the E W Payne
Pools i a much shorter time frame than in a normal run-off In this way, the costs of
conunuing the admimstration of the run-off will be curtailed and the labour intensive process
requiring creditors to submit numerous claims 1 respect of very small amounts of reinsurance
cover will also be avoided Scheme Creditors will receive a one time payment representing all
theirr Agreed Pard Losses, Non-Agreed Paid Losses, QOuistanding Loss Clauns and IBNR
Claims as valued under the terms of the Scheme

HOW DOES THE SCHEME WORK?

Despite the large number of Scheme Companies, the structure and contents of the Scheme are
relatively simple and straightforward

Shortly after the Scheme becomes effective, Scheme Creditors will be sent a Clatm Form
advising them of thewr Agreed Paid Losses, their Non-Agreed Paid Losses and their
Outstanding Loss Claims against each of the Scheme Companies

The value of the Claims on the Claim Form will be denived from the records held by each
Scheme Company and by the Scheme Manager Although each Scheme Company 1s
implementing its own Scheme, for ease of administration and to save costs, all the Schemes
will be admimstered centrally by the Scheme Manager as if they were a single Scheme Asa
result, Scheme Creditors witl receive only one Claim Form - summansing their Scheme
Claims against all the Scheme Companies — irrespective of how many Schemes in which that
Scheme Creditor 1s participating

The calculation of IBNR under the Schemes has been kept as transparent and economical as
possible A complicated estimation methodology has deliberately been avoided Instead, each
Scheme Creditor's IBNR will be calculated as loadings based on its Outstanding Loss Claims

Rewnsurance Solutions Limeted Anasz 1 ¢ p~a *7 L0 1w w2 ich 13 authotsed and rec .. T MARSH MERCER KROLL
by the Financial Services Authonty Registered o!h:: t Tnuer Place West Tower Place § ondon ECIR SBU
Regtstered w England no 1199219 GUY CARPENTER OLIVER WYMAN

Scheme Website: www.ewpaynepools.com
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Different loadings will apply to different types of business A loading percentage of 200%
will be apphed to Outstanding Loss Claims denved from Asbestos Losses. a loading
percentage of 75% will be apphed to Quistanding Loss Claims derived from Pollution Losses
and a loading percentage of 25% will be apphed to Outstanding Loss Claims denved from
Other Losses These loadings have been chosen as they are at a commercially acceptable level
for both Scheme Creditors and the Scheme Companies

Following the application of the above loading percentages, a Discount Rate of 25% will be
applied to all Outstanding Loss Claims and IBNR Claims on the Claim Form to take account
of the net present value of those Scheme Claims Additionally, a Discount Rate of 5% will be
applied to Non-Agreed Pard Losses to take account of the net present vatue of those Scheme
Claims

Scheme Creditors will be asked to review ther Claim Forms to agree therr Agreed Paid
Losses, Non-Agreed Paid Losses and Outstanding Loss Claims 1f Scheme Creditors have any
questions about the information on their Claim Forms they may contact either the Scheme
Advisers or the Scheme Manager for assistance Contact details of both appear on page 13 of

this document

If there are additional Scheme Claims not set out on their Claim Form, or Scheme Claims
which Scheme Creditors believe ought to be classified as Agreed Paid Losses or Non-Agreed
Paid Losses rather than Qutstanding Loss Claims, Scheme Creditors wall be asked to amend
their Claim Form accordingly No amendment may be made to the IBNR Loading
Percentages or Discount Rates The amended Claim Form must be returned to the Scheme
Manager on or before the Bar Date, the final date for receipt of this form Any Scheme
Creditor that does not return tts Claim Form by the Bar Date will have 1its claim valued on the
basis of the amounts set out on the unamended Claim Form Any Scheme Creditor that 1s not
sent a Clarm Form and does not submut a Claim Form prior to the Bar Date, will have 1ts Net
Established Liability valued at zero in the Scheme

The Scheme Manager will seek to agree any amendments made by a Scheme Creditor to its
Claim Form If agreement does not prove to be possible, such claims will become Disputed
Claims and will be referred to the Scheme Adjudicator for a binding decision to resolve the
dispute

Following the agreement or adjudication of the values on a Claim Form, Scheme Creditors
will be sent a Valuation Statement which 1s an account showing how much s payable to a
Scheme Creditor under the Scheme This 1s 2 Scheme Creditor's Net Established Liabihity
The Valuation Statement will set out a Scheme Creditor's Net Established Liabilities against
all the Scheme Companies

Reinsurance Solutions Limited Anass 1 g3 p2e rpva b 4 2hlid  chach o suthonsed and res ¢ o4 ) MARSH MERCER KROLL
by the Financial Services Authority Regustered office | Tower Place West Tower Place Loodon ECIR SBU I AIMIC
Regutered in England oo 1199219 — 4 GUYCARPENTER OLIVER WYMAN
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The E W Payne Pools did not centrally purchase extemal reinsurance As a result, the Scheme
does not provide for a Scheme Creditor's agreed or adjudicated claims against a Scheme
Company to be off-set agamnst amounts owed by that Scheme Creditor to the Scheme
Company A payment mechanism will operate for amounts owed under the Scheme between
the Scheme Companies to ensure that such amounts are netted off

Scheme Creditors will receive only one payment rather than a payment from each Scheme
Company

[f the total value of all the agreed and adjudicated claims against a Scheme Company (being
the sum of all amounts set out on the Valuation Statements sent to Scheme Creditors n
respect of that Scheme Company) 1s

{3) equal {0 or greater than 30% of or
(n) 1s equal to or greater than US$250,000 of

the predicted total vatue for those Scheme Claims (as shown on the Claim Forms onginally
sent to Scheme Creditors), the Scheme Company will have the option to exercise the
reversion to run-off provision in the Scheme Once the provision 1s triggered the Scheme
Company has three options

I to revert to run-off 1n respect of all the Scheme Claims against that Scheme Company,

2 to revert to run-off 1n respect of those Scheme Creditors whose Established Liability,
as set out on theirr Valuation Statements, 1s

(1) equal to or greater than 30% of, or
(1) 15 equal to or greater than US$250,000 of

the value of their Scheme Claims as set out on the Claim Forms initially sent to them
by the Scheme Company — if a Scheme Company were to choose this option, all its
other Scheme Creditors would be offered the choice of having their contracts run-off
rather than be subject to valuation under the Scheme, or

3 to continue with the Scheme
WHAT ARE THE ADVANTAGES OF THE SCHEME FOR SCHEME CREDITORS?

There are the following potential benefits to Scheme Creditors of the Schemes becoming

effective

Retnsurance Soluttons Limsted Ana~ps td=mee o« L E 3 fkchisautho 1 216 sl MARSH MERCER KROLL

by the Financial Services Authonty Regrstered office | Tower Place West Tower Place London ECIR 5BU

Reguatered in England no 1199219 L GUY CARPENTER OLIVER WYMAN
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Earh pavment — The Schemes should enable Scheme Creditors to recerve payment of
thewr Established Liablities sooner than 1if their claims were paid jn the ordinary
course of the run-off of the Scheme Companies

Simpltfied claims agreement process — The Schemes provide a simplhified process for
recovering all the Scheme Liabihties connected to the Scheme Business, including

those which may not casily be evaluated, such as IBNR losses

Certainn ~ The Schemes should enable Scheme Creditors 1o achieve certainty and

finality it relation to the Scheme Business

Adnunistr ative cost savings — Costs will be avoided that nmight otherwise be incurred
by both the Scheme Companies and Scheme Creditors in dealing with claims as they
arose 1n the normal course, 1n particular, the costs of debt collections agamnst all the

Scheme Companies

WHAT ARE THE DISADVANTAGES OF THE SCHEME FOR SCHEME
CREDITORS?

There are the following potentral disadvantages to Scheme Creditors of the Schemes

becoming effective

Bar Date for submission of Claim Forms — If Scheme Creditors wish to amend therr
Claim Forms, they must do so and dehiver their Claim Forms to the Scheme Manager
by no later than the Bar Date On the Scheme becoming effective, the Bar Date will be
notified to Scheme Creditors and will be advertised Failure to return Claim Forms by
the Bar Date will mean that Scheme Creditors will not be permitted to amend the
values on their Claim Forms and will have to accept the values put on their Scheme
Claim by the Scheme Company as set out on those Claims Forms Missing the Bar
Date will not prevent a Scheme Creditor being paid in full in respect of the values
for its Agreed Paid Losses, Non Agreed Paid Losses, Outstanding Loss Claims
and IBNR Claims inserted on the Claam Form by the Scheme Manager If a
Scheme Creditor 1s not sent a Ctaim Form on the Scheme becoming effective (due to
the Scheme Manager or the Scheme Company having no record of that Scheme
Creditor having a Scheme Claim) and does not subsequently contact the Scheme
Manager to obtain a Claim Form and then, prior to the Bar Date, return that Claim
Form, its Net Established Liability will be valued at zero

Replacement of cover with a value that may be less than a Scheme Creditor would

receive tn the normal course of run-off — Under the Scheme, a Scheme Creditor's
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cover under the Reinsurance Contracts in respect of a Scheme Liabihty 1s exchanged
for the payment set out in the relevant Valuation Statement As part of this process,
the Scheme puts a present value on future claims As a result a Scheme Creditor may
receive less than it would have recerved had the relevant Scheme Company's business
been run-off 1n the normal course

3 Stay of Proceedings — On the Scheme becoming effective, there is a prohibition on
Scheme Creditors commencing or continuing Procecdings agamst Scheme Companies
in relation to Scheme Claims This means that existing rights to arbitrate or commence
Proceedings are removed and replaced by the Dispute Resolution Procedure set out 1n
the Scheme

4 Not all companies participating - Not all the companies that participated on the E'W
Paync Pools are promoting schemes As a result Scheme Creditors will stiil have to
report and recover claums from the non-participating companies

These are the main possible advantages and disadvantages of the Scheme for Scheme
Creditors idenufied by the Scheme Compames It 1s impossible, however, to address each
Scheme Creditor's individual circumstances with the result that Scheme Creditors should not
view the above list of advantages and disadvantages as being exhaustive Each Scheme
Creditor 1s advised to make its own assessment of the Scheme and how 1t will affect its own
interests

WHAT SHOULD SCHEME CREDITORS DO NOW?

As each Scheme Company 15 implementing 1its own Scheme, a separate creditors’ meeting 1s
to be held for Scheme Company' Scheme to allow Scheme Creditors to vote on each Scheme
Scheme Creditors are entitled to attend and vote at the meeting for each Scheme Company
against which the Scheme Creditor will have a Scheme Claim under the Scheme The Scheme
Meetings have been convened at the direction of the Court for the purpose of considering and,
if thought fit, approving the Scheme 1n relation to each Scheme Company

More details about attending and voting at the Scheme Meetings are set out at Appendix F at
pages 103 to 118 Due to the large number of Scheme Companies, 1t 1s proposed that each of
the Scheme Meetings will take place concurrently

RECOMMENDATIONS IN RESPECT OF THE SCHEME

The Scheme Manager and each of the Scheme Companies consider that the Schemes will
offer Scheme Creditors the most effective and economical method for determining and paying
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Scheme Claims in the shortest practicable time All Scheme Creditors are encouraged to vote
in favour of the Scheme

Yours faithfuily

| R

Reinsurance Solutions Limited
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HISTORY OF THE E W PAYNE POOLS
AND DESCRIPTION OF THE SCHEME BUSINESS

E W Payne was widely known in London and throughout the mternational nsurance
community as a specialist remsurance broker The company was founded in 1919 by Ernest
Wilhiam Payne and became part of the Sedgwick Group in 1980 On I January 1998, 1t
changed 1ts name to Sedgwick Limited In 1985 the E W Payne Pools went into run-off and
the run-off1s now being admimstered by Remsurance Solutions Limited There were over 160
participants 1 the E W Payne Pools described below Remnsurance Solutions Limited's
ultimate holding company 1s Marsh & McLennan Companes, Inc

THE LONDON SUBSCRIPTION MARKET

As part of its operations, E W Payne placed clients’ rnisks with remsurers in the London
subscription market The London subscription market 1s that section of the commercial
wmsurance and remsurance market in London in which a single nsk 1s underwritten by a
number of msurance or reinsurance compantes, by subscribing percentage lines to the sk on
a several, not joint, basis The method of placing risks typically requires a broker to act as
mntermediary between the reinsured and the reinsurers (or msureds and insurers}) A broker
generally acts as the agent for the reinsured in negotiations 1n the reinsurance market A nsk
was typically placed by the broker preparing and presenting a document setting out a
shorthand version of the remsurance contract (known as the slip) to each of the reinsurance
companies The contract had to be entered into for the placing to be made Typically, each
remnsurer providing cover, 1¢ each subscribing reinsurer, would signify 1ts agreement by
applying 1ts stamp and initial to the ship Heading the ship and usually taking the largest
percentage share of the risk was the lead underwriter, the rest of the remsurers being known as
the following market The lead underwniter 1s usually responsible for making decistons
relating to claims on the cover and the following market usually follows such decision Once
the nsks were placed m the case of the E W Payne Pools, E W Payne would manage the
relevant contracts of reinsurance on behalf of its chents by recovering amounts due 1n respect
of therr claims and transmutting such amounts to them net of all necessary deductions

THE OPERATION OF THE E W PAYNE POOLS

The E W Payne Pools operated 1in the London subscription market and were designed to
provide the pool participants with a spread of nisks across what was known as E W Payne’s
United Kingdom Excess of Loss Account The E W Payne Pools were a cover arrangement 1o
"declare" a spread of business to reinsurers In other words, the reinsurers who were
participating 1n the E W Payne Pools (i e the Pool Participants) provided reinsurance cover to
E W Payne's United Kingdom Excess of Loss Account in pre-agreed shares established in
accordance with the steps described below E W Payne did not fix the terms of any of the
business declared to Pool Participants Each declaration was led and rated by a lead
underwnter before a declaration was made to the requmsite E W Payne Pool The E W Payne
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Pools were designed to accept business where E W Payne was involved in broking the rest of
the same risks to other remsurers on the slip In accepting the nisk for the E W Payne Pools E
W Payne was doing so as agent for each of the Pool Participants and not as agent for the
remsured It was common for the portion of the nsk underwritten by the E W Payne Pools 1o

be small

In order to establish the shares in which the Pool Participants would hold the risk on any
given year or any given type of busimess agreed, E W Payne would canvass various
companies to see 1f they wished to participate 1n the E W Payne Pools for that year Each
participant of the E W Payne Pools entered nto a separate coverholder agreement with E W
Payne As such, a participant would not know the identity of the other participants in the
relevant E W Payne Pool Under each coverholder agreement, cach participant would
authorise E W Payne to accept certain classes of nisks, for example, "Fire and Miscellaneous
Non-Marnne", "General Whole Account” or "Marine”, up to a specified maximum hmat, on its
behalf, without the need for further approval The Pool Participant's proportion of such limit
would be set out 1n the agreement and would commonly be a very small percentage of the risk
both 1n absolute terms and 1 comparison with the portion of the risk accepted by the other
remsurers on the slip The Pool Participant could not be lhiable for greater than its proportion
of the limut The coverholder agreement remaned valid until termination by either party In
subsequent years tn which the coverholder agreement remained valid, the participant and E W
Payne would sometimes agree different maximum limits and the Pool Participant’s proportion

of the limit would sometimes change

The E W Payne Pools wrote London market reinsurance business from 1960 to 1985 No
direct busimess was written by the E W Payne Pools

DETAILS OF EACH OF THE FOUR E W PAYNE POOLS
The E W Payne Pools consist of the following four separate pools
Excess of Loss Pool No |

This operated between 1960 and 1985 It had on average 100 participants and wrote the
following ten classes of business (1) Fire and Allhed Penls, (1) General, () Third Party,
(1v) Construction and Erection risks, {(v) Personal Accident Excess of Loss, {vi) Personal
Accident Fatals, (vi1) Aviation General Whole Account Excess of Loss, (vin) Motor,
(1x) Marine, and (x) Miscellaneous (a) Non-marine, (b) Aviation For the period 1975 to 1985
the categories were as follows (1) & (11) Fire & Miscellaneous Non Marine, (1n) Third Panty,
(1v) Marne, (v) Personal Accident, (vi} Aviation

Excess of Loss Pool No 2

This operated between 1974 and 1982 It had on average 20 participants and wrote the
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following four classes of business (1) Fire and Miscellaneous and General Whole Account,
(1) Third Party, Construction and Erection Risks. (111) Marnne, and (1v) Aviation

Excess of Loss Pool No 3

This operated 1n 1983 only It had eight participants and wrote the following four classes of
business (1) Fire and Miscellaneous and General Whole Account, (u) Third Party,
Construction and Erection Risks, (1in) Manne, and (1v) Aviation

X" Account Pool

This operated between 1961 and 1968 It had six participants and wrote 10 classes of
business For the years 1961-1967, the following classes of business were wrtten (1) General,
(1) Fire, (1) Riots, (1v) Docks, (v) Stop Loss, (v1) Third Party, (vit) Personal Acaident, (viu)
Professional Indemmity, (1x) Awviation, and (x) Miscellaneous For 1968 categones (1), (1),
(vy), {(vin), (1x) and Marine were written

PARTICIPATION ON THE E W PAYNE POOLS

The make-up of the E W Payne Pools would vary from year to year The Pool Participants
and their proportions of the risks wniten would vary Each Pool Participant's share of the nsk
bemg assumed by the relevant E W Payne Pool would be determimed by the number of
members n that Pool in a particular year and by reference to the limut set out i 1S
coverholder agreement with E W Payne for that particular year Each risk was underwniten,
dependent on the class of business, by all the participants participating in the relevant E W
Payne Pool at the time the risk was written

The E W Payne Pools have approximately 84 cedants with open claims attaching, Equitas
representing one cedant for all Lloyd's syndicates When the E W Payne Pools remnsured a
cedant, the pool stamp would appear on the Brokers part ‘B’ shp The Pool Participants'
details would not appear on the E W Payne Pool stamp However, the cedant would have been
provided with a cover note setting out the share of the risk assumed by each participant of the
E W Payne Pools The cedant would therefore have been aware of all the Pool Participants in
the relevant E W Payne Pool that were underwnting the nsk

Accordingly, given the fact that the E W Payne Pools commonly wrote small percentages of
business on different contracts over different years which would be shared amongst a large
number of Pool Participants year by year, each Pool Participant's share of the business written
by the E W Payne Pool was typically extremely small There were on average 100
Participants 1n Excess of Loss Pool No | per underwniting year which would commonly share
a small percentage of the nsk written by that Poo! Excess of Loss Pools Nos 2 and 3 and the
"X" Account did not have as many Pool Participants as Excess of Loss Pool No | However,
when written alongside Pool 1, these Pools generally took smaller shares of the rnisks than the
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No | Pool, which resulted in each of those Pool Participants also having a small share of the
risk written by those Pools An example of the number of Participants in Excess of Loss Pool
No | and each Participant's percentage share of the risks bewng written by that Pool in 1980,
1983 and 1985 15 set out Appendin G

Further, Pool Participants in the E W Payne Pools did not front for each other when they
wrote the nisk Fronting occurs where one participant i a pool accepts a larger proportion of
the nsk than would normally be the case (1 € 1n accordance with the normal pool percentage
shares) in 1ts own name and then remnsures either the whole of that nsk or part of 1t with other
members of the pool Given that none of the E W Payne Pools’ Participants fronted for each
other, the gross labilities of each of the Pools would remain with each of the Pools'
Participants 1n the relevant Pools at the tume the nisks were written and n the percentage
shares which they accepted

In pool arrangements external remsurance s also often arranged on behalf of the pool
members However, no external reinsurance was purchased centrally for the E W Payne
Pools

THE SCHEMES

If you entered into one or inore Remnsurance Contracts with any of the above E W Payne
Pools m any of the following years

Excess of Loss Pool No | 1960 to 1985 inchusive
Excess of Loss Pool No 2 1974 to 1982 inclusive
Excess of Loss Pool No 3 1983

"X" Account Pool 1961 to 1968 mclusive

any unpaird Agreed Paid Losses, Non-agreed Paid Losses, Outstanding Losses and 1BNR
arising on those Reinsurance Contracts will be subject to the determination process under the
Scheme

FURTHER INFORMATION

Scheme Creditors requining assistance wn 1dentifying their involvements with the E W Payne
Pools and establishing which of the Scheme Companies underwrote their policies are
requested to contact the Scheme Manager The Scheme Manager will respond to such
requests by providing the Scheme Creditors with the relevant schedules detailing the
participation by cach of the Scheme Companies on each of the Pools by class of busimess for
each underwniting year for which the Scheme Creditor purchased reinsurance from the Pools
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HOW DOES THE SCHEME WORK?” A DETAILED EXPLANATION
Overview

The purpose of the Scheme 1s 10 bring the run-off of Scheme Liabilites to an earlier
close than in the normal course The Scheme estabiishes a method for the valuation
and early payment in full of all Scheme Liabilities

Although sct out in one document, the Schemes are 1in law separate schemes of
arrangement for each Scheme Company The Schemes proposed by each Scheme
Company are 1dentical

All references to clauses in this explanation of how the Scheme works are to the
Scheme shown at pages 39 to 80

Application of the Scheme

The Scheme will apply to any claim against a Scheme Company 1n respect of a
Scheme Liability existing as at the Ascertainment Date The term "Scheme Liability”
15 defined in the Scheme, but 1n summary 1t means any hability of a Scheme Company
arising on or in connection to a Remnsurance Contract underwritten by that Scheme
Company through 1ts participation 1n the E W Payne Pools All other habilities of the
Scheme Companies will be unaffected by the Scheme

Effect of the Scheme and stay of Proceedings

If the Scheme becomes effective for a Scheme Company, 1t will bind all Scheme
Creditors of that Scheme Company

Once the Scheme 1s effective, 1t provides that Scheme Creditors will not be permitted
to commence or continue any Proceedings against the Scheme Companies to establish
the existence or amount of any Scheme Claim Any Scheme Claim which cannot be
resolved by agreement between the Scheme Manager and a Scheme Creditor will be
determuned by the Dispute Resolution Procedure provided for by the Scheme

Similarly, unless a Scheme Company has failed to make a payment which 1t 1s obhiged
to make under the Scheme, a Scheme Creditor 1s prohbited from taking any
Proceedings against the Scheme Company for the purpose of enforcing payment of a
Scheme Clamm

If, despite these prohibitions, a Scheme Creditor does pursue Proceedings against a
Scheme Company and obtains money or property as a result, this 1s to be treated as an
advance payment under the Scheme The Scheme Creditor's entitlement to payment
under the Scheme will be reduced or extunguished accordingly Any amounts
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recovered or costs in excess of that entitlement must be repaid to the Scheme
Company

The Scheme will not affect a Scheme Creditor's right to enforce any Letter of Credit or
other Secunty provided it ts done 1n accordance with the terms on which the Letter of
Credut or the Security was established Where there 1s Security provided by one of the
Scheme Companies which 1s surplus to what 1s required to meet the purpose for which
it 1s provided, a Scheme Creditor may be authorised to utilise the Secunity by way of
payment of some or all of its Net Established Liability, i which case 1t will be
assumed that 1t will do so

Distribution of Claim Forms

As soon as reasonably practicable after the Effective Date, the Scheme Manager will
advertise notice of the Effective Date and the Bar Date in the same publications that
were used to advertise notice of the Scheme Meetings Notices will also be sent to
Scheme Creditors and be placed on the Scheme Website

Within 21 days of the Effective Date, the Scheme Manager will send to every known
Scheme Creditor for whom 1t has what 1t believes 10 be a vahd address and/or email
address, notice that the Scheme has become effective together with details of the Bar
Date At the same tume the Scheme Creditor will also be sent a Claim Form to claun in
the Scheme

The Claim Form

To assist Scheme Creditors in making their Scheme Claim, their Claim Form, as
prepared by the Scheme Manager, will include details of a Scheme Creditor's Agreed
Paid Losses, Non-Agreed Paid Losses and Outstanding loss Claims for each
Remnsurance Contract, as recorded on the Scheme Manager's systems as at the
Effective Date If Scheme Creditors require more details about the values given on the
Claim Form, for instance, allocating the claims between the Reinsurance Contracts
written by the Scheme Companies, they may request such information from the
Scheme Manager

The value of a Scheme Creditor's IBNR Claim will also be set out on the Claim Form

To avoid using a complicated esimation methodology with all its associated costs to
both Scheme Companies and Scheme Creditors, the Scheme provides that the value of
a Scheme Creditor's IBNR Claim will be calculated by reference to 1ts undiscounted
Outstanding Loss Claims Loading Percentages of 200% will be applied to
Outstanding Loss Claims relating to Asbesios Losses, 75% will be applied to
Outstanding Loss Claims relating to Pollution Losses and 25% will be appled to
Outstanding Loss Claims relating to other types of loss
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After the application of the above Loading Percentages a Discount Rate of 25% will
be applied to all Outstanding Loss Claims and IBNR Claims on the Claim Form to
take account of the net present value of those claims A lower Discount Rate of 5%
will be applied to Non-Agreed Paid Losses

Retumn of Claim Forms and the Bar Date

The Bar Date 1s a cnitical part of the Scheme process as 1t sets a pomt m iime - one
minute before midnight 1n the UK on the first Business Day falling 150 days after the
Scheme has become effective - by which Scheme Claims must be submitted by
Scheme Creditors and received by the Scheme Manager Claim Forms must be
submitted cither by post or by e-mail

At least 28 days before the Bar Date the Scheme Manager will send a reminder of the
impending Bar Date to Scheme Creditors to whom Claim Forms have been sent and
will also advertise notice of the Bar Date in the publications used to advertise notice of
the Scheme Meetings Scheme Creditors which have not provided an e-mail address
will be notified by Post

If a Scheme Creditor submits more than one Claim Form (either in paper form or
attached to an email 1n electronic form), the last Claim Form to be submutted will be
taken as being 1ts Claim Form and the information on any prior Claim Form will not

be taken mto account

If, at any pomt before the Bar Date, a Scheme Creditor would like the Scheme
Manager to start processing 1ts Claum Form, it can ask for this work to be carried out
This may enable payment to be processed sooner Even 1if this work 1s being carmed
out prior to the Bar Date, the Scheme Manager will, on request, allow further
submuissions up to the Bar Date

If a Scheme Creditor does not amend and return its Claim Form by the Bar Date,
the values on the Claim Form as prepared by the Scheme Manager shall be
automatically deemed to be the Scheme Creditor's Established Liability. The
Scheme Creditor will lose 1ts entitlement to assert any additional Scheme Claims
or amend the information on its Claim Form in such circumstances.

As a result, 1if a Scheme Creditor does not wish to make any amendments to the
information on the Claim Form as prepared by the Scheme Manager, 1t does not need
to return its Claim Form by the Bar Date However, submitting the Claim Form
sooner, by way of confirmation, may speed up payment of Scheme Creditors' Net
Established Liabilities
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if a Scheme Creditor does wish to amend the information on its Claim orm, such
amendment must be supported by evidence Such supporting evidence must be
supphed with the Claim Form 1n order to substantiate any amendment entered onto the
Claim Forms As 1t may not be possible for supporting evidence to be submitted
electronically, the Scheme Manager will accept supporting evidence received up to
seven days after the Bar Date so long as the Claim Form itself 1s received by the Bar
Date The Claim Forms are accompanted by detailed guidance notes and instructions,
which give information as to the type of evidence which may be required to support an
amendment to a Claim Form Please nete no amendment will be accepted to the IBNR
Loading Percentages or the Discount Rates

Where a Scheme Creditor has itself implemented a scheme of arrangement 1in which
the bar date in that scheme precedes the Ascertainment Date, such Scheme Creditor
will have only either Agreed Paid Losses or Non-Agreed Paid Losses in the Scheme

Agreement of Claim Forms

Once a Scheme Creditor submits its completed Claim Form to the Scheme Manager,
any alterations and new information on it witl be reviewed by the Scheme Manager If
the Scheme Manager agrees with the changes submuitted on the Claim Form (or if no
changes have been made to the Claim Form) 1t will inform the Scheme Creditor as
soon as reasonably practicable after the Bar Date by sending a Valuation Statement
setting out In writing 1ts agreement to the values on the Claim Form These values will
then become binding and will become what 1s termed n the Scheme as an Established
Liabihity If the Scheme Manager does not agree with the amended values subnutted
on the Claun Form, 1t will contact the Scheme Creditor as scon as reasonably
practicable after the Bar Date and thereafter try to reconcile the differences, and seek
to agree the Scheme Claim The time allowed for this whole agreement process 1s up
to 81 days from the Bar Date If agreement cannot be reached, then outstanding
disputes will be directed to the Dispute Resolution Procedure

Dispute Resolution Procedure

If a Disputed Claim 1s referred to the Dispute Resolution Procedure, the Scheme
Creditor will have 14 days to choose one of the following three candidates to be
appomnted as the Scheme Adjudicator to deal with that Disputed Claim

0] Bill Bower,
(1) lan Marshall, or

()  Philip Heitlinger
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If the Scheme Creditor does not choose one of the candidates within the 14 day time
period the Scheme Manager shall choose one of the above three candidates to be
appointed as the Scheme Adjudicator to deal with the Disputed Claim

All submissions and documents provided for adjudication must be in Enghsh or
translated into Enghsh The Scheme Creditor and Scheme Company in question are
entitled (0 make wrtten submissions in support of their views to the Scheme
Adjudicator within 14 days of the dispute being referred to mim A Scheme
Adjudicator may also request further supporting evidence from the Scheme Creditor
and/or any Scheme Company The Scheme Creditor and/or Scheme Company must
provide such evidence within 14 days The Scheme Adjudicator will base his decision
on the supporting evidence available to him at the end of these periods, and 1s entitled
to consult with professional advisers and to use hts general knowledge and experience
of the reinsurance market 1n coming to his decision

The Scheme Adjudicator will inform the Scheme Manager and the Scheme Creditor 1n
writing of his determination 1n relatron to a disputed matter within a maximum of 60
days of the matter being referred to him

Except 1n cases of Manifest Error, a Scheme Adjudicator's deciston 1s final and
binding (except where the law does not permut this, for instance in cases of fraud)

The duties and functions of a Scheme Adjudicator are set out in clauses 5 1 and 5 2 of
the Scheme

Valuation Statements

A Valuation Statement will be sent to each Scheme Company after the agreement or
adjudication of a Scheme Creditor's Scheme Claim

The Valuation Statement will set out the total value of a Scheme Creditor's
Established Liability against the Scheme Company

The Valuation Statement will also show other balances including

» payments made by or to a Scheme Creditor in respect of 1ts Established
Liabihty prior to the date of the Valuation Statement,

. any deductions following a costs award by the Scheme Adjudicator, such
awards can only be made 1n exceptional circumstances,

. the amount of any Scheme Claims which have been satisfied by the application
of Secunity Interests since the Ascertainment Date and the amount of any
Security Interests to be deducted from the Scheme Creditor's Established
Liabilty,
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. the amount of any advance payment made to the Scheme Creditor between the
Ascertainment Date and the Effective Date by the Scheme Company m respect
of what 15 determined in the Scheme to be an Established Liability. such
amounts are to be deducted from the total of a Scheme Creditor's Established
Liabihity

. amounts trecated as having been for the purpose of Clause 2 3 of the Scheme
obtamned by a Scheme Creditor in breach of the Scheme, and

. commutations {and/or other scttlements) up to the date of the Valuation
Statements being sent to Scheme Creditors

The amount shown on a Valuation Statement afler the adjustments described above
will be the Scheme Creditor's Net Established Liability A Valuation Statement
becomes binding upon the Scheme Creditor unless disputed within 28 days of the date
of the Valuation Statement A Valuation Statement can only be chsputed 1f 1t contans
a clear typographical or mathematicat error which 1s apparent on its face or an error in
the transposition of binding information to 1t These kinds of error are referred to as
Manifest Errors

Scheme Creditors will receive a statement aggregating all of their Net Estabhished
Liabilities from thewr participations on any of the Scheme Companies' Schemes (a
Combined Valuation Statement) The aggregation of amounts i respect of different
Scheme Companies on a Combined Valuation Statement may involve the setting off
of amounts shown as due from a Scheme Creditor to Scheme Companies against
amounts shown as due to that Scheme Creditor by other Scheme Companies

Currency Conversion

Scheme Clauns will be denominated in their original currenctes They will be
converted, however, intoc US Dollars on the Valuation Statement using the Spot
Exchange Rates taken from the Bank of England Statistical Interactive Database
(www bankofengland co uk/statistics) for the last Business Day prior to the

Ascertaimment Date (1e 29 June 2007) Payment of Scheme Claims wilt be made 1n
US Dollars

Lloyd's Syndicates

The Scheme Company may treat the members of a Lloyd's Syndicate as if they were a
single Scheme Creditor of the Scheme Company
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Managing general agents, lne-shp holders. managers of underwniting pools

Where one entity such as a pool manager, managing agent, line-ship holder or holder
of a broker cover authonty or binding authority 1s authonsed to act on behalf of a
number of Scheme Creditors, the Scheme Manager may require 1 to allocate Scheme
Claims between tts principals As an alternative, the Scheme Manager may treat that
entity as 1f it were the principal creditor or debtor 1 place of 1its principals, unless
notice 1s given that the entity has no authonity to act on their behalf or that the
principal does not wish its payments to be made to the agent

Payment of Net Established Liabilities

Payment of Net Estabhshed Liabilities will be made as soon as possible after a
Valuation Statement becomes binding, although not before all Scheme Creditors have
received binding Valuation Statements Payment will be by cheque or, 1if requested, by
telegraphic transfer

If a Scheme Company 1s a Scheme Creditor in respect of one or more of the Schemes
being proposed by the other Scheme Companies, any amounts payable to 1t pursuant
to those other Schemes will be off-set against the amounts 1t owes those other Scheme
Companies which are Scheme Creditors under 1ts own Scheme

Cessation of normal course payments

The Scheme Companies shall be entitled not to pay or discharge Scheme Claims 1n the
normal course of business from the Effective Date

Effect of payments

Payment or deemed payment of a Net Established Liability will be 1n full and final
settlement of ail and any Scheme Liabihittes and Net Established Liabilities of the
relevant Scheme Creditor agamst a Scheme Company

Reversion to run-off

If the total value of all the agreed and adjudicated Scheme Claims against a Scheme
Company 1s equal to or greater than 30% or US$250,000 higher than the predicted
total value for those Scheme Claims (as shown on the Claiam Forms onginally sent to
Scheme Creditors), the Scheme Company will have the option to exercise the
reversion to run off provision in the Scheme Once triggered the Scheme Company
has three options

(a) revert to run-off in respect of all Reinsurance Contracts to which ali the Net
Established Liabilities against that Scheme Company relate,
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(b) revert to run-off 1n respect of those Remsurance Contracis in respect of which
Scheme Creditors whose Net Established Liabilities as set out on their
Valuation Statements, are equal to or greater than 30% or US$250 000 higher
than the value of their Scheme Claims as set out on the Claim Forms nitially
sent to them by the Scheme Company — if the Scheme Company chooses this
option, all its other Scheme Creditors will be offered the choice of having their

Remsurance Contracts also run-off rather than be tenminated by the Scheme, or
(©) continue with the terms of the Scheme
The Scheme Manager

The Scheme Manager will be Reinsurance Selutions Limited, which has been
handling the administration of the E W Payne Pools since they went into run-off The
Scheme Manager has responsibility for implemenung the Scheme process, on behalf
of the Scheme Companics As there are 82 Scheme Companies, 1t 15 intended that the
Scheme Manager will provide Scheme Creditors with a single point of contact, and the
knowledge that 1t 1s dealing 1n a consistent way with the day-to-day running of the
Scheme The Scheme Manager 1s the agent of the Scheme Companies, acts in
accordance with therr instructions (Clause 4 2{a)) and has a duty to act in good faith

The duties and functions of the Scheme Manager are set out in Clause 4 2 These
duties and any hiabilities of the Scheme Manager under the Scheme are lumited by
Clause 4 4

The Scheme Advisers

The role of the Scheme Adwvisers 1s to advise the Scheme Manager on the proper
implementation of the Scheme The Scheme Manager has appomted Mike Walker and
John Wardrop, both partners of KPMG LLP, as the Scheme Adwvisers

The duties and functions of the Scheme Advisers are set out mn Clause 4 1| These
duties and any habilities of the Scheme Adwvisers under the Scheme are himited by
Clause 4 4

Extension of ttme hmits

Subject to the provisions of the Dispute Resotution Procedure {(Clause 5 of the
Scheme), the Scheme Manager may, after consultation with the Scheme Adwvisers and,
at 1ts absolute discretion extend any of the time limits set by the Scheme, apart from
the Bar Date, for any one or more of the Scheme Creditors (Clause 2 11(a)) The Bar
Date, however, cannot be extended This 1s because the Bar Date 15 critical to the
whole process of commencing work to value Scheme Claims and to payment
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Completion of the Schemes

Each Scheme will be completed when the Scheme Manager places an entry on the
Scheme Webstte announcing that the Scheme has been implemented 1n accordance
with its terms This certification will be given as soon as 1s practicable after all Net
Established Liabihities of the Scheme Company have been pmd Following such
certification, the Scheme Adjudicator, the Scheme Manager and the Scheme Advisers

will be released from their obligations under the Scheme

Once the Scheme has been declared completed, all Scheme Liabilities will be deemed
to have been paid and Scheme Creditors will have no further rights under the Scheme
or n respect of Scheme Claims

If one of the Scheme Companies becomes subject to an Insolvency Event dunng the
period of the Scheme, the Scheme will continue so far as the law permuts If any
liquidator, provisional hquidator, administrator or supervisor of the Scheme Company
chooses not to continue with the implementation of the Scheme, the Scheme will
continue n the case of other Scheme Companies' Schemes

Governing law and jurisdiction

The Schemes will be governed by and construed in accordance with the laws of
England The Court 1s given exclusive junsdiction to hear and determine any disputes
which arise out of the Scheme or any associated document or out of any action taken
or omitted to be taken under the Scheme or i connection with the administration of
the Scheme (Clause 7 2)
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PART 2

THE E W PAYNE POOLS SCHEME

A PROPOSAL IN RELATION TO SCHEMES OF
ARRANGEMENT PURSUANT TO PART 26
OF THE COMPANIES ACT 2006

BETWEEN

THE SCHEME COMPANIES

(Listed on pages 2 to I} of this document)

AND THEIR RESPECTIVE

SCHEME CREDITORS

CONCERNING BUSINESS UNDERWRITTEN AND/OR ADMINISTERED
BY REINSURANCE SOLUTIONS LIMITED ON BEHALF OF THE
SCHEME COMPANIES IN RESPECT OF

THE EXCESS OF LOSS POOL NO 1 (1960 to 1985),
THE EXCESS OF LOSS POOL NO 2 (1974 to 1982),
THE EXCESS OF LOSS POOL NO 3 (1983) AND
THE 'X' ACCOUNT POOL (1961 to 1968)

WITH MODIFICATIONS AFFECTING THE SCHEME CREDITORS OF UNIONAMERICA
INSURANCE COMPANY LIMITED AND EAGLE STAR INSURANCE COMPANY LIMITED ONLY
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] PRELIMINARY

11 Definmitions

- 4] -

In the Scheme unless inconsistent with the subject or contexi, the following words

shall have the following meanings

1985 Act

Agent

Agreed Claim

Agreed Paid Losses

Asbestos Losses

Ascertainment Date

Bar Date

Business Day

Claim Form

the Compames Act 1985 as amended and i force at
the ELifective Date,

any person, other than a broker, who 1s authorised,
whether actually or ostensibly to act on behalf of any
Scheme Credutor,

a Scheme Claim that has been agreed by the
Scheme Company and the Scheme Creditor in
accordance with Clause 3 5 of the Scheme,

losses which were settied by the Scheme Creditor and
were agreed with the Scheme Company before the
Effective Date,

any Liability of a Scheme Creditor for personal
injury which 1s alleged to have been caused in whole
or mnn part by the minmng, manufacture, sale,
distnbution, use, mnstallation or removal, or handling
or exposure to asbestos, asbestos products, asbestos
fibres or asbestos dust n respect of which a Scheme

Creditor 1s covered under a Reinsurance Contract,
30 June 2007,

the deadline for submitting completed Claim Forms
being one minute before midmght 1n the UK on the
first Business Day falling 150 days after (and not
including) the Effective Date,

any day between 9am and 5 30pm, other than
Saturday, Sunday, or any other day on which banks
are not open for normal banking business 1n the City
of London,

the claum form to be sent to Scheme Creditors 1n
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Companies Act

Court
Court Order

Discount Rates

Dispute Resolution
Procedure

Disputed Claim

Effective Date

Electronic Equipment
Electronic Form

Established Liability

Explanatory Statement

E W Payne

E W Payne Pools

-42.
daccordance with Clause 3 4 of the Scheme,

the Companies Act 2006 as amended and in force at
the Effective Date,

the High Court of Justice of England and Wales,
the Order of the Court sanctioning the Scheme,

the percentage reductions set out in Clause 3 3 which
will be applied to all Non-Agreed Paid Losses,
Outstanding Loss Claims, and IBNR Claims on the
Claim Form to take account of the net present value
of those claims,

the procedure for resolving a Disputed Claim as sct
out n Clause 5 of the Scheme,

a disputed Scheme Liability which has been referred
for adjudication in accordance with Clauses 3 5(c)
and 3 5(d) of the Scheme,

for each Scheme Company, the date on which the
office copy of the Court Order 1s delivered to the
Registrar of Companies for registration,

a fax machine or computer,
by fax or by email 1n pdf or uf format,

a Scheme Liability that has been agreed or
determined under Clauses 3 5(a), 3 5(b), 3 5(c) and
Clause 5 of the Scheme,

the statement prepared in accordance with section
897 of the Companies Act explaining the effect of the
Scheme to Scheme Creditors,

E W Payne & Co Limited, as more particularly
explamned n the History Of The E W Payne Pools
And Description Of The Scheme Business section of
the Explanatory Statement,

the Excess of Loss Pool No 1, Excess of Loss Pool
No 2, Excess of Loss Pool No 3 and the "X' Account
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Excess of Loss Pool No. 1

Excess of Loss Pool No. 2

Excess of Loss Pool No. 3

IBNR

IBNR Claim

IBNR Loading Percentages

Individual Settlement
Payment

Insolvency Act

Insolvency Event
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Pool, all operated by E W Payne,

one of the E W Payne Pools operatung fiom 1960 to
1985 inclusive,

one of the E W Payne Pools operating {rom 1974 to
1982 inclusive,

one of the E W Payne Pools operating in 1983 only,

incurred but not reported losses, namely losses which
as at the Ascertainment Date have been incurred but
have not been reported to the Scheme Creditor giving
rise to a Scheme Claum,

claims against or Liabilities of a Scheme Creditor in
respect of IBNR arising under Reinsurance Contracts
giving rise to a Scheme Claim,

the percentages applied to a Scheme Creditor's
Outstanding Loss Claims denived from Asbestos
fLosses, Pollution Losses and Other Losses under
Clause 32

a payment made in accordance with Clause 3 7(b),

The Insolvency Act 1986 as amended and in force as
at the effective date,

(a) an order of the Court to wind up the Scheme
Company compulsorilly pursuant 1o the
Insolvency Act,

(b}  the commencement of a creditors' voluntary
liqgmdation n accordance with the provisions
of the Insolvency Act i respect of the
Scheme Company,

{c) the appointment of an administrator, receiver
or admiustrative receiver of the Scheme
Company 1n accordance with the provisions
of the Insolvency Act,
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Letter of Credit

Liability

Lloyd's Syndicate

Manifest Error

Mentally Disordered
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(d) the appointment of a provisional liquidator of
the Scheme Company 1 accordance with the
provisions of the Inselvency Act

() a determunation by the Scheme Company that
the value of its assets 15 less than the value of

its discounted Liabilities, or

H any Proceedings analogous to those described
n (a) to (e) above mn any other jurisdiction
concerning the Scheme Company,

any vaiud letter of credit 1ssued to or for the benefit
of a Scheme Creditor 1n respect of ¢ Reinsurance
Contract,

any obligation or hability of a person whether it 1s
present, future, prospective or contingent, whether its
amount 1s fixed or unhqudated, whether or not 1t
involves the payment of money, which anises at
common law, in equity, by contract by statute (in
England and Wales or 1n any other junisdiction) or in
any other manner whatsoever provided that such
expression does not include any obligation or habihity
which 1s barred by statute or is otherwise
unenforceable as at the Effective Date For the
avoidance of doubt, where any cbligation or hability
under a contract or policy s void or, being voidable,
has been duly avoided, no obligation or hability shall
arise 1n respect of such obligation or hability,

a group of underwnting members of Lloyd's to which
a number 1s assigned on behalf of the Council of
Lloyd's in respect of an underwnting year,

a clear typographical or mathematical error in the
Valuation Statement or i the information attached to
the Valuation Statement which, on the face of it, 1s an

obvious error,

mentally disordered means, in relation to an
inchvidual, where he 15 a patient within the meamng
of Part X (s145(1)) of the Mental Health Act 1983 or
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Net Established Laability

Net Established Liability
Date

Non-Agreed Paid Losses
{Aceruals

Other Losses

Qutstanding Loss Claims

Poliution Losses

Pool Participant
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Part 23 (s329(1)) of the Mental Health (Care and
Treatment) (Scotland) Act 2003, as amended and 1n
force at the Effective Date, or an order 1s made by a
court having Junsdiction i matters concerning
mental disorder for his detention or the appointment
of a recerver or other person to exercise power over

his affairs,

the final balance following the accumulation of the
amounts referred to in Clauses 3 6(a)(1} to 3 6(a)}v)
as set out on a Scheme Creditor's Valuation

Statement,

the date on which any particular Scheme Liabihty
becomes a Net Established Liability,

losses which have been settled by a Scheme Creditor
and submuited to the Scheme Company but which
have not yet become Agreed Paid Losses, this
includes Accruals which are losses which have been
settled by a Scheme Creditor, which have not been
agreed by the Scheme Manager,

any Liabthty of a Scheme Creditor for losses arising
under Reinsurance Contracts which are not Asbestos

Losses or Pollution Losses,

claims against or Liabilities of a Scheme Creditor in
respect of losses arising under Reinsurance Contracts
which have been notified but not yet settled by the
Scheme Creditor giving rise to a Scheme Claim,

any Liability of a Scheme Creditor for losses arising
under Remsurance Contracts which are alleged to
have been caused 1n whole or in part by the enussion,
discharge, dispersal, release or escape of any solid,
liquid, gaseous or thermal contammant, irritant or
pollutant,

any of the companies that participated on the E W
Payne Pools,
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Post

Procecedings

Property

Proxy Form

Registrar of Companies

Reinsurance Contract

Reversion to Run-Off
Event

Reversion to Run-Off
Option

Scheme

Scheme Adjudicators
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despatch by hand, pre-paid first class post. arr mail or

COUrIer service,

any action, step or other legal procecding, i any
Junsdiction or forum, including. without hinutation,
any demand, arbitration, aliernative dispute
resolution procedure, judicial review, adjudication,
execution, seizure, forferture, re-entry, lien,

enforcement of judgment or enforcement of secunty,

all forms of property including money, goods, things
in action, land and any and every description of
property wherever situated together with obligations
and every description of interest, whether present or
future, vested or contingenti, ansing out of, or
incidental to, property,

the form approved by the Court for the appomntment
of proxies for the purposes of voting at the Scheme
Meetings,

the registrar or other officer responsible for
registering companies 1 England and Wales in
accordance with the Companies Act,

a contract or policy of reinsurance or retrocession of
any kmd whatsoever entered into by or on behalf of
one or more of the Scheme Compames with a
Scheme Creditor,

an event occurring in accordance with Clause 6 3(a),

one or more of the two options to revert to run-off set
out 1n Clause 6 3(b)(1) and (u),

all or any of the schemes of arrangement pursuant to
Part 26 of the Companies Act proposed in relation to
all or any of the Scheme Compantes as set out mn this
document or as may be modified in accordance with
Clause 1 5,

the persons named in Clause 5 1(c) or any other
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Scheme Adjudicator

Decision
Scheme Adjudicator Notice

Scheme Advisers

Scheme Business

Scheme Claim

Scheme Company

Scheme Creditor

Scheme Debt

Scheme Expenses
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person or persons subsequently appointed as Scheme
Adjuchcator

a noiice served 1n accordance with Clause 5 2(a),

a notice served in accordance with Clause 5 2(b).

Mike Walker and John Wardrop, both partners of
KPMG LLP of 8 Salisbury Square, London EC4Y
IBB, or any other person or persons subsequently
appointed as Scheme Advisers,

the busmess of the E W Payne Pools,

any Liabihity of a Scheme Company 1o a Scheme

Creditor anising out of Scheme Business,

any company listed on pages 2 to 10 of the
Explanatory Statement,

n relation to a particular Scheme Company, a person
who 1s, or claims to be a creditor of that Scheme

Company 11 respect of a Scheme Liability,

a Liability which 1s or may become payable to the
Scheme Company,

(a) all costs, charges, expenses and
disbursements reasonably incurred by the
Scheme Manager on behalf of the Scheme
Companies 1n connection with the negotiation
and preparation of the Scheme, including the
costs of holding the Scheme Meetings to
consider and, 1f thought appropnate, approve
the Scheme and the costs of obtaiming the
sanction of the Court to the Scheme,

(b) all  costs, charges, expenses and
disbursements and other debts (but not
including Scheme Liabilitics) incurred by the
Scheme Manager 1n the course of carrying out
the Scheme and of complying with the
provisions of the Companies Act and the
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Scheme Liability

Scheme Manager

Scheme Meeting

Scheme Website

Security Interest
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1985 Act,

{(c) mso far as they do not fall within (a) or (b), all
costs, charges, expenses and disbursements
incurred by, and the remuneraton of, the
Scheme Manager, the Scheme Advisers and
the Scheme Adjudicator to the extent that
such costs, charges, expenses, disbursements
and remuncration are referable to the
implementation of the Scheme,

(d) msofar as they do not fall within (a), (b) or
(c), all costs, charges, expenses and
disbursements which the Scheme Companies
are obliged to pay by reason of the obligations
imposed on the Scheme Companies by the
Scheme, excluding Scheme Liabihities, and

(e) notwithstanding that the Scheme shall have
terminated, the costs of placmg all notices
required by the Scheme and the costs of the
Scheme Adjudicator 1n conducting Scheme-
related work or the Scheme Advisers mn
advising on Scheme-related work after any

such termination or reversion to run-off,

any Liability arising in relation to Scheme Business
to which a Scheme Company 1s subject as at the
Ascertainment Date,

Remnsurance Solutions Limited of Mayland House,
Mayland Road, Witham, Essex CM8 2UP or any
person or persons subsequently appointed as Scheme
Manager,

the meeting of Scheme Creditors held pursuant to an
order of the Court to consider and vote on the
Scheme,

www ewpaynepools com,

any vahd mortgage, charge, lien, assignment by way
of secunity, other security interest over Property of all
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Termination Event

Third Party Company

Total Net Established
Liabihty

Total Settlement Payment

US Dollars or USD or US$

Valuation Statement

Voting Form
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or any of the Scheme Companies or bond given by all
or any of the Scheme Companies n respect of a
Retnsurance Contract or n relation to Proceedings

concernming a Reinsurance Contract,

in relatton to a company or a hmued hability
partnership, 1f 1t becomes subject to an Insolvency

Event or, in relation to an idividual, 1f he
(a) dies,

b 1s convicted of an indictable offence,
(c) resigns his appomntment by notice,
(d) becomes bankrpt,

(e) 1s disquahfied from acting as a director of a
company under the Company Directors
Disqualification Act 1986 of Great Britain, or

() becomes Mentally Disordered,

The Insurance Corporaton of Singapore (UK)
Limited and The MNippon Fire & Marnne Insurance
Company (UK} Limuted (in the case of the
Unionamerica Insurance Company Limited Scheme)
and Home & Overseas Insurance Company Limited
(m the case of the Eagle Star Insurance Company
Limited Scheme),

an amount equal to the total of a Scheme Creditor’s
Net Established Liability under each Scheme,

a payment made in accordance with Clause 3 7(b),

United States dollars, or other tawful currency, for
the ume being of the United States of America,

a statement to be prepared 1n accordance with Clause
3 6 of the Scheme,

the form approved by the Court for registering votes
for the purposes of voting at the Scheme Meetings,
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and

one of the E W Payne Pools operating from 1961 to
1968 inclusive

Interpretation

In the Scheme

(a)

(b)

(c)

(d)

references to Parts, Clauses and Schedules are references to the Parts, Clauses
and Schedules of the Scheme,

references to a person imclude an individual, firm, company, corporation or
unincorporated body of persons,

the smgular includes the plural and vice versa and the masculine includes the

fermimnine and vice versa, and

references to a statute or to a statutory provision or to a statutory instrument or
provision of a statutory instrument include the same as subsequently re-enacted
or conso hidated from time to time

The Scheme Compantes

The Scheme Companies listed on pages 2 to 10 of the Explanatory Statement

Participation in the Scheme

(a)

(b)

The Scheme Advisers, the Scheme Manager and the Scheme Adjudicator have
each, as approprate, consented to act 1n relation to and/or agreed to be bound
by the Scheme

The Scheme Companies have authorised the Scheme Manager to execute or do
or to procure to be executed or done all documents, acts or things as may be
necessary or as the Court may order necessary to be executed or done by the
Scheme Companies or on their behalf 1o implement and to give effect to the
Scheme

Modification of the Scheme

The Scheme Manager may consent on behalf of all those concemed to any

modification of or addition to the Scheme, or any terms or conditions which the Court

may think fit to approve or inpose, at any hearing to sanction the Scheme, provided

that there 1s no matenal prejudice to Scheme Creditors
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GENERAL PROVISIONS

Application and purposes of the Scheme

(a)

(b)

The Scheme shall apply only to Scheme Creditors and only n relation to
Scheme Liabihties All other Liabihties of the Scheme Company shall be
unaffected by the provisions of the Scheme

The purposes of the Scheme are

(1) to determune the Scheme Company's Established Liabihities to Scheme
Creditors, and

(m) to pay to each Scheme Creditor the amount of the Net Established
Liabihty owing to 1t

Effective Date

The Scheme shall come into effect on the Effective Date

Enforcement of Scheme Liabilities

(a)

(b)

(c)

Following the Effective Date (and subject to Clause 2 12), the Company will
not make payment to Scheme Creditors in respect of their Scheme Liabihties,
other than their Net Established Liabulities, unless the Company reverts to run-
off 1in accordance with Clause 6 3, in which case the Scheme shall terminate
and the Company may resume payments to 1ts Scheme Creditors 1n the
ordinary course of business

Without prejudice to Clause 5, no Scheme Creditor shall be entitled to
commence or continue any Proceedings or other judicial, quasi-judicial or
regulatory process whatsoever against the Scheme Company or s Property or
a Third Party Company or its Property in any junisdiction for the purpose of
obtaining payment directly or indirectly of a Scheme Liability, except in
relation to any Proceedings against the Scheme Company or its Property, (1)
where the Scheme Company has failed to perform any obligation to make
payment of a Net Established Liability to a Scheme Creditor, or (1)
commenced with the wnitten consent of the Scheme Manager

Without prejudice to all other rights and remedies available to the Scheme
Company, 1If after the Effectve Date any Scheme Creditor takes any action
which 1s prohibited by Clause 2 3(b} 1t shall be treated as having received an
advance payment on account of its Scheme Liabilities equal to the amount or
gross value of any money, Property benefit or advantage obtained by 1t at the
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cxpense of the Scheme Company as a result of such action, and the extent to
which 11 18 entitled to receive any payment under the Scheme 1n respect of 1ts
Established Liabihty shall be determined accordingly

For the purposes of Clause 2 3(c), the gross value of any money, Property,
benefit or advantage obtained as aforesaid shall be determined by the Scheme
Company or, in case of dispute, by the Scheme Adjudicator and (without
prejudice to the generality of the foregoing) may include such amount as may
be considered to be appropriate by way of interest, costs, charges and expenses
incurred by or on behalf of the Scheme Company as a consequence of the
action prohibited by Clause 2 3(b)

Security Interests and Letters of Credut

(a)

(b)

(c)

(d)

Nothing 1n the Scheme shall preclude a Scheme Creditor from obtaining
payment under a Secunty Interest or Letter of Credit in accordance with s
terms and those of the relevant Reinsurance Contract to satisfy any Scheme
Liability 1n respect of which such Secunty Interest or Letter of Credit was

created or issued

Nothing 1n the Scheme shall affect the rights of the Scheme Company against
any person 1n respect of any enforcement of any Security Interest or Letter of
Credit created or 1ssued 1n respect of the Scheme Company, including but not
limited to, any improper or excessive enforcement or drawdown

Where a Scheme Creditor has the benefit of a Secunty Interest or Letter of
Credit 1n respect of all or part of its Established Liabihty, as a precondition of
recerving payment under the Scheme, the Scheme Creditor shall be required to
take such steps as the Scheme Company may, 1n 1ts sole discretion, require to
release, discharge, cancel and account for the relevant Security Interest or
Letters of Credit Without prejudice to the generality of the foregoing, where
the security in question 1s a Letter of Credst, the Scheme Creditor shall be
required for the purposes of this sub-clause to (a) return to the Scheme
Cofnpany the relevant onginal Letter of Credit, or {b) i the sole event that the
relevant original Letter of Credit has been nusplaced, destroyed or lost by the
Scheme Creditor, execute a release agreement 1n relation to the relevant Letter
of Credtt, prior to receiving payment under Clause 3 7

If a Scheme Creditor recovers any sums under any Security Interest or Letter
of Crednt after the Bar Date
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(1)  those sums shatl be deducted from 1its Established Liabiluty 1n respect of
any Reinsurance Contract to which the Security Interest relates n

calculating such Estabhshed Liability and

{(n) 1t shall hold any such sums that exceed its Established Liabihty, in
respect of any Reimnsurance Contract to which the Secunty Interest
relates, on trust for the Scheme Company and shall immedrately pay
them to the Scheme Company without set-off, deduction retention,
abatement or counterclaim Interest will accrue on the debt represented
by the excess over the Establhished Liability, from the date on which the
value 1s obtained by the Scheme Creditor, at a rate of 2 per cent above
the highest base rate applied by The Bank of England The Scheme
Creditor may not apply the excess to any other Liabilities of the Scheme
Company unless 1t 1s entitled to do so by the contract in connection with
which or under which the Secunity Interest has been granted

Forc1gn cuirency conversions

In determining any set-off, counterclaim or Security Interest or amount available
under a Letter of Credit in relation to a Scheme Liability where the set-off,
counterclaim or Security Interest 1s cxpressed 1t a currency other than the currency 1n
which the relevant Scheme Liabihity was incurred, the amount of set-off, counterclaim,
Secunity Interest or Letter of Credit amount shall be converted 1nto US Dollars as at
the Net Established Liabihty Date, being the date on which the set-off, counterclaim or
Security Interest or Letier of Credit amount 15 determined The rate of any currency
converston under thus Clause 2 5 shali be the Spot Exchange Rate for the particular
currency taken from the Bank of England Statistical Interactive Database
(www bankofengland co uk/statistics) for the Net Established Liabihity Date

Broker funding

Claims against the Scheme Company by brokers or Agents 1n respect of amounts paid
by them whether voluntanly or involuntanly

(a) in satisfaction of or towards a Scheme Creditor's claims against the Scheme
Company, or

(b) to a reinsurer or retrocessionatre 1n payment of or towards premums due from
the Scheme Company to that reinsurer or retrocessionaire,

shall not be admitted as Scheme Liabilities unless either
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(a) the said Scheme Creditor reinsurer or retrocessionaire shall have assigned to
the relevant broker or Agent in wrniting 1s claim against the Scheme Company
and grven wnitten notice of that assignment to the Scheme Company Where
any such assignment takes place after the Effective Date the relevant Scheme
Creditor, rewnsurer or retrocessionaire shall give notice of 1t by Post to the
Scheme Company, or

(b) the payment was made pursuant to a pre-existing contractual, statutory or other
tegal obligation of the broker or Agent to or at the request of the Scheme
Company

Treatment of Lloyd's Syndicates

The Scheme Company may treat the members of a Lloyd's Syndicate which has a
Scheme Liabihity as 1f they were a single Scheme Creditor of the Scheme Company in
respect of that Scheme Liability and the members of a Lloyd's Syndicate which owes
money to the Scheme Company as a single debtor of the Scheme Company n respect
of the sum due, provided that

(a) all years of account have been closed by means of retnsurance to close into a
later year such that the nghts and habihities of the members of the syndicate in
such closing year will become instead the rights and habilities of the members
of the successor syndicate or syndicates in such later year, and

{b) the Scheme Liability 1n question 1s that ansing from such later year
Treatment of assignees

Claims agatnst the Scheme Company by an asstgnee of a Scheme Creditor shall not be
admitted as Scheme L:iabihities unless the assignee received an assignment of the
Scheme Creditor's Claim in a form which the Scheme Manager considers to be
acceptable

Managers of Underwnting Pools, line-ship holding and managers' agents

(a) The Scheme Manager shall be entitled to requre any manager of an
underwriting pool, managing general agent, holder of a line-slip, holder of a
broker cover authonty or binding authonity to allocate Scheme Claims by
reference to each relevant principal for which 1t 1s responsible If the Scheme
Manager does not recerve sufficient details of the Scheme Claims allocated to
each such principal together with any necessary supporting evidence the
Scheme Manager shall, for the avoidance of doubt, be entitled to apply the
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(b)

(c)
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provisions of Clause 2 9(b) All Scheme Creditors affected by such allocation
pursuant to this Clause 2 9(a) shall be bound by the allocation

The Scheme Manager shall as an alternative to Clause 2 9(a) have the power to
treat those acting, or believed o be acting. on behalf of principals reinsured by
the Scheme Company, including but not houted to, managers of underwriting
pools, managing general agents and the holders of hne-shps, broker cover
authorities or binding authorties, as 1f they were a principal creditor 1n place of
therr principals until such time as the Scheme Manager receives netice 1 a
form satisfactory to 1t in wnuing from any such remsured principal that the
relevant party has no authority 10 act on their behalf| or that the relevant party's
authority to act on their behalf has come to an end

In the event of doubt as to which of Clauses 2 9(a) and 2 9(b) shall apply to an
agent or representative, the decision of the Scheme Manager in this respect
shail so far as the law permuts be final and binding

No release

Nothing 1n the Scheme shall be construed as resulting in any release, extingiishment,

modification, compromise or waiver of any Liability owed by the Scheme Company

or a Third Party Company but the amount of a Scheme Creditor's entitlement to

payment under the Scheme n respect of a Scheme Liability (once the relevant

Established Liability in respect of that Scheme Liability has been determined) shall

constitute the Scheme Company's and the Third Party Company's entire Liability to

the Scheme Creditor concerned 1n respect of the relevant Scheme Liabihity

Time Limits

(a)

(b)

The Scheme Manager may, after consultation with the Scheme Adviser and at
its absolute discretton, extend any ime period (except the Bar Date) referred to
n the Scheme (save for any time penod i Clause 5 which shall be extended at
the sole discretion of the Scheme Adjudicator) The power to extend tune
periods under this Clause 2 11(a} may be exercised for any one or more
Scheme Creditors or for all Scheme Creditors and time may be extended under
this Clause 2 11({a) 1n respect of any one or more Scheme Liabilities

Time periods laid down by the Scheme shall be calculated by reference to
elapsed days and not Business Days but 1n the event that a time period expires
on a day which 1s not a Business Day, such period of time shall be deemed not
to expire until close of business on the Business Day next following
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Commutations, settlements and other agreements

The Scheme Company may, in its absolute discretion, enter into contractual
arrangements with a Scheme Creditor under which all or part of a Scheme Liability 1s
discharged n full in consideration of a cash payment made by the Scheme Company

Third Party Companies

Notwithstanding any other provisions of the Scheme, where a Liability of the Scheme
Company to a Thid Party Company anses out of a Liability of a Third Party
Company to a Scheme Creditor under or 1n connection with the E W Payne Pools, that
Liability of the Scheme Company 1s not to be a Scheme Liabihty Any Liability of a
Third Party Company to a Scheme Creditor under or 1n connection with the E W
Payne Pools is to be treated as a Scheme Liability of the Scheme Company and all of
the terms of the Scheme 1n respect of such Liability of a Third Party Company are io
be enforceable by the Scheme Company against Scheme Creditors
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ASCERTAINMENT AND PAYMENT OF ESTABLISHED LIABILITIES
Valuation

The Estabhished Liabihity in favour of each Scheme Creditor shall be determined with
reference to the Scheme Liabihtes in favour of that Scheme Creditor valued as at the
Ascertainment Date in accordance with the terms of the Scheme

IBNR Loading Percentages

(a) The following multiples will be applied to a Scheme Creditor’s Outstanding
Loss Clauns (pnior to the apphication of the Discount Rate n Clause 3 3(b)) to
calculate 1ts IBNR Clauns

() a multiple of two will be applied to those Outstanding Loss Claims
derived from Asbestos Losses (1 a 200% loading),

(1) a muluple of 075 will be applied to those Outstanding Loss Claims
denved from Pollution Losses (1e a 75% loading), and

() a muluple of 025 will be applied to those Outstanding Loss Claims
derived from Other Losses (1e a 25% loading)

(b) Where a Scheme Creditor believes it has an IBNR Claim but no Outstanding
Loss Claims, the above IBNR Loading Percentages will not apply Such
Scheme Creditor's IBNR Claun will be valued 1n accordance with Clause
3 4(h)

Discount Rates
Under the Scheme, Discount Rates of
(a) 5% will be applied to all Non-Agreed Paid Losses, and

(b) 25% will be applied to all Outstanding Loss Claims (subsequent to the
application of the IBNR Loading Percentages in Clause 3 2) and IBNR Claims

Claim Forms

{a) Within 21 days after the Effective Date the Scheme Manager shall send notices
by Post to each of the Scheme Creditors of whose address 1t 1s aware enclosing
Claim Forms and informing them both that the Scheme s effective and of the
Bar Date

(b) The Scheme Manager shatl within 21 days after the Effective Date
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(1)  cause to be published in the same newspapers and pubhcations in which
the Scheme Meetings were advertised an advertisement (or should this
not prove reasonably possible, in such other publications as 1t shall decm
appropriate) and post on the Scheme Website a notice informing Scheme
Creditors both that the Scheme s effective and of the Bar Date and
cathing for all Scheme Creditors to complete and return ther Claim
Forms, and

(1) send to each relevant broker or Agent of whose address 1t 1s aware copies
of the notice enclosing the Claim Forms referred to 1n Clause 3 4(a)

The Scheme Manager shall have no duty or obligation whatsoever to advise or
to inform a Scheme Creditor whether on a Claim Form or otherwise of
reserves made or Liabilities anticipated by the Scheme Company 1n respect of
the Scheme Liabihties

The notices enclosing the Claim Forms referred to in Clause 3 4(a) above will
be sent to Scheme Creditors at such addresses as they notify in wnting to the
Scheme Manager and, failing such notification, to such address or addresses as
may be shown n the Scheme Manager's records or to any other address being
the last known address of the Scheme Creditor which the Scheme Manager
may reasonably believe 1s appropriate In the event that the Scheme Manager
does not have, or does not believe it has, a current address for a Scheme
Creditor, the notice enclosing the Claim Form shall be sent to any and all
brokers or Agents identifiable 1n the address records available to the Scheme
Company as the Scheme Creditor's brokers or Agents

A pro forma version of the Claim Form s shown at Appendix D Subject to
Clause 3 10 each Claim Form wiil be personalised for each Scheme Creditor
and will set out the value of that Scheme Creditor's Agreed Paid Losses, Non-
Agreed Paid Losses and Qutstanding Loss Claims as derived from the Scheme
Company's records The Claim Form will also show the value of that Scheme
Creditor's IBNR Claims as calculated mn accordance with the IBNR Loading
Percentages On the Claim Form the Discount Rates will be applied to Scheme
Creditor's Non-Agreed Paid Losses, Outstanding Loss Claims and IBNR

Claims

On receipt of its personalised Claim Form, each Scheme Creditor 1s asked to
complete its Claim Form 1n accordance with the instructions attached to them
Each Scheme Creditor 1s invited

(1) to review and agree the values of its Agreed Paid Losses, Non-Agreed
Paid Losses and Outstanding Loss Claims, and

Scheme Website: www.ewpaynepools.com




35

(2)

(h)

(1)

)

(k)

0]

(m)

- 50 -

(1) confirm that the IBNR Loading Percentages and Discount Rates have
been applied correctly in accordance with Clauses 3 2 and 3 3.

on the Claim Form

If a Scheme Creditor wishes to amend the values of its Agreed Paid Losses,
Non-Agreed Paid Losses and Qutstanding Loss Claims as set out on s
personalised Claim Form, such amendments must be made 1n accordance with
instructons attached to the Claim Form No changes may be made o the IBNR
Loading Percentages or to the Discount Rates

Where a Scheme Creditor believes 1t has an IBNR Claim but no Qutstanding
Loss Claims, 1t must insert into 1ts Claun Form the value of its IBNR Claim
The Scheme Manager will then seek to agree the fair value of such IBNR
Claim In the absence of such agreement, the provisions of Clauses 3 5(b) and

(c) shall apply

Completed Claim Forms must be retumed to the Scheme Manager at s
address as set out on the Claim lNorm to arrive on or before the Bar Date
Documentation in support of any amendments made by a Scheme Creditor to
its Claim Form must arnive by no later than seven days after the Bar Date

28 days pror to the Bar Date, the Scheme Manager shall send Scheme
Creditors by Post or by email a notice renunding Scheme Creditors of the
forthcoming Bar Date

Each Scheme Creditor shall be entitled to submuit a new or revised Claim Form
in accordance with the instructions accompanying the Claim Form and to
provide revised or further information i respect of its Scheme lLiabilities,
together with any relevant supporting documentation. to the Scheme Manager
so as to reach the Scheme Manager at any time before the Bar Date

In the event that a Scheme Creditor fails to return a Claim Form to the Scheme
Manager by the Bar Date, the values on that Claim Form will stand as that
Scheme Creditor's Established Liability in the Scheme

Any Scheme Creditor that 1s not sent a Claim Form either in accordance with
Clause 3 4(a) (or otherwise) and does not submit a Claim Form prior to the Bar
Date, will have 1ts Net Established Liability valued at zero in the Scheme

Determtnation of Established Liabulities

(a)

The Scheme Manager shall examine and attempt to agree the information on
each Claim Form returned to it on time n accordance with Clause 3 4 If
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(1)  a Scheme Creditor has not made any amendments to the values of a
Scheme Creditor's Agreed Paid Losses Non-Agreed Paid Losses,
Outstanding Loss Claims and IBNR Claims (following the apphication,
where appropnate, of the Discount Rates) as set out on the Claym Form
sent to that Scheme Credstor, or

(1) the Scheme Manager concurs with any amendments made to those

values,

the Scheme Manager will as soon as reasonably pracucable after the Bar Date,
send the relevant Scheme Creditor a Valuation Statement setung out in writing
its agreement of the values on the Claim Form Subject to Clause 3 6(c) the
Scheme Manager, the Scheme Company and the relevant Scheme Creditor
shall thereafter treat the completed Valuation Statement as valid and binding as
to the maiters referred to on 1t and no further amendments may be made to 1t
The values on the Claim Form as agreed and as set out on the Valuation
Statement shall become the relevant Scheme Creditor's Established Liability
The Valuation Statement will set out the Scheme Creditor's Established
Liability for all Scheme Companies for which 1t is a Scheme Creditor

If the Scheme Manager does not agree with the amendments made by a
Scheme Creditor to 1its Claim Forim, ut shall, as soon as reasonably practicable
following the Bar Date, notify the relevant Scheme Creditor in writing of those
matters which are not agreed, the reasons for failing to agree such matters and
any such additional information that the Scheme Manager may require The
relevant Scheme Creditor shall provide such additional information within 28
days of such request being made The Scheme Manager will endeavour to
agree the disputed matters and the relevant Established Liability withtn 60
days of the Bar Date and, in the event that the Established Liability 1s so
agreed, the Scheme Company shall notify the Scheme Creditor of its
agreement by Post by sending the Scheme Creditor a Valuation Statement The
Valuation Statement will set out the Scheme Creditor’s Established Liabihity
For the avoidance of doubt, 1f the Scheme Company does not respond within
60 days of the Bar Date, such lack of response shall not be consirued as an
agreement of the relevant Established Liability

If the disputed matters are not resolved between the relevant Scheme Creditor
and the Scheme Manager within the 60 day deadline imposed by Clause 3 5(b)
(or before the expiry of that deadline where the Scheme Manager concludes
that agreement cannot be reached or 1f the Scheme Creditor does not provide
the requested additional information within the 28 day period referred to in
paragraph 3 5(b)), the Scheme Manager wiil send the Scheme Creditor a copy
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of a Claim Form 1n relation to the relevant Scheme Creditor’s claim completed
in such a manner as 1t 15 preparced to accept but will inform the Scheme
Creditor that, 1f 1t 15 not accepted 1t will refer the disputed matter to the
Scheme Adjudicator The relevant Scheme Creditor must respond to the
Scheme Manager within 21 days of receipt of this communication confirming
that the matter 1s to be referred to the Scheme Adjudicator If such
confirmation 1s received from the Scheme Creditor, the Scheme Manager shall
send the relevant Scheme Creditor a Scheme Adjudication Deciston 1n
accordance with Clause 5 2{a) notifying the Scheme Creditor of the decision to
refer the disputed matter to the Dispute Resolution Procedure set out at Clause
5 of the Scheme If the Scheme Creditor does not respond to the
communication from the Scheme Manager or responds by accepting the
information and values on the Claim Form sent to it by the Scheme Manager
pursuant to this sub-paragraph, this will be deemed to be determinative of the
disputed matters and the claims as set out 1n the Claim Form referred to 1n this
sub-paragraph, shall become the relevant Scheme Creditor's Established
Liability The Scheme Creditor will then be sent a Valuation Statement setting
out 1ts Established Liability

Without prejudice to the provistons of Clause 3 5(c), the Scheme Manager may
refer a Claim Form to the Scheme Adjudicator at any time the Scheme
Manager believes (in 1ts sole discretion) that it will be mmpossible or
impracticable to reach agreement with the relevant Scheme Creditor

The amount of any Established Liability determuned or agreed under Clauses
3 5(a), 3 5(b), 3 5(c) or Clause 5 shall be final and binding on the relevant
Scheme Creditor and the relevant Scheme Companmies (i so far as the law
allows and subject to the nights of the Scheme Company to elect that us
bustness revert to run-off under Clause 6 3)

The amount in respect of which
(1)-  any Scheme Creditor votes at the Scheme Meeting, and/or

(1) any determination by the chairman of the Scheme Meeting for decision
on discrepancies between the information provided by the Scheme
Creditors prior to the holding of the Scheme Meeting and the Scheme
Manager's records for the purposes of voting at the Scheme Meeting,

shall not be binding on the Scheme Company, the Scheme Creditor, the
Scheme Manager and/or the Scheme Adjudicator for any purposes other than
voting
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Valuation Statements

(a)

(b)

(c)

A Scheme Creditor's Valuation Statement will set out

(1)
(1)

(1m1)

(1v)

v)

(v1)

the total of the Scheme Creditor's Established Liability,

the amount of any Scheme Claims which have been satisfied by the
apphcation of Secunty Interests since the Ascertainment Date and the
amount of any Securty Interests to be deducted from the Scheme
Creditor's Established Liability,

the amount of any advance payment treated as having been received by
the Scheme Creditor for the purposes of Clauses 2 3(c) and 2 3(d) which
1s to be deducted from the total of a Scheme Creditor's Established
Liabihty,

the amount of any advance payment made to the Scheme Creditor
between the Ascertainment Date and the Effective Date by the Scheme
Company n respect of what 1s determined m the Scheme to be an
Established Liability, such amounts are to be deducted from the total of a
Scheme Creditor's Established Liability,

the amount of any sums in respect of the Scheme Adjudicator's unpaid
remuneration, costs and expenses pursuant to Clause 5 2(g)(u) to be
deducted from the Scheme Creditor's Established Liabihity, and

the final balance following the accumulation of the amounts referred to
in Clauses 3 6(a)}(1) to 3 6(a)(v) which shall be the Scheme Creditor's Net
Established Liability The Valuation Statement will set out the Scheme
Creditor's Net Established Liabihity for all Scheme Compames for which
1t 15 a Scheme Creditor

Subject to Clause 3 6(c) the contents of a Scheme Creditor's Valuation
Statement will, so far as the law permuts, be final and binding on the Scheme

Company and the Scheme Creditor

A Scheme Creditor may only dispute the contents of 1ts Valuation Statement

on the grounds of Mamifest Error A Scheme Creditor must inform the Scheme

Manager in writing of the alleged Manifest Error within 28 days of the date of

the Valuation Statement The Scheme Manager will resolve the alleged

Manifest Error within 14 days of being notified of 1t pursuant to this Clause

and,

where appropriate, send the Scheme Creditor a revised Valuation

Statement Such revised Valuation Statement, subject to this Clause 3 6(c), will
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so far as the law permits be binding on the Scheme Company and the Scheme

Creditor concerned

A Scheme Creditor will be provided with a combined Valuation Statement
totalling 1ts Net Established Liabihities for each Scheme for which 1t 1s a
Scheme Creditor

37 Payment of Net Established Liabilities

(d)

(b

(c)

(d)

(e)

Subject to Clause 2 12 payment shall be made under the Scheme only
respect of Net Established Liabilities

When all Scheme Claims under the Scheme have either been agreed n
accordance with Clauses 3 5(a) 3 5(b) or 3 5{c) or. 1f 2 Scheme Claim has been
directed to the Dispute Resolution Procedure under Clause 5 of the Scheme,
such Disputed Claim has been resolved 1n accordance with Clause 5 2(h), the
Scheme Company shall transfer sufficient funds to the Scheme Manager to pay
all Net Established Liabilities determined under that Scheme Company's
Scheme Such payment 1s known as the Total Settlement Payment The
amount transferred to the Scheme Manager by a Scheme Company 1n respect
of an individual Scheme Creditor's Net Established Liability 1s known as that
Scheme Creditor's Indhvidual Settlement Payment

Subject to Clause 3 7(d), on receipt by the Scheme Manager of the Total
Settlement Payment for each Scheme, the Scheme Manager shall, as soon as 1s
practicable, effect payment in full to each Scheme Creditor of an amount equal
to the total of that Scheme Creditor's Net Established Liability under each
Scheme (known as that Scheme Creditor's Total Net Established Liability)

Prior to receiving a Scheme Creditor's Individual Settiement Payments from all
relevant Scheme Companies (being each of the Scheme Compantes that has a
Net Established Liability payable to the Scheme Creditor), the Scheme
Manager 1s permitted to make a preliminary payment to the Scheme Creditor
of an amount equal to the total of only those Individual Settlement Payments in
respect of that Scheme Creditor actually received by the Scheme Manager at
that date In those circumstances, the remainder of a Scheme Creditor's Total
Net Established Liabilsty will be paid, as soon as 1s practicable, to the Scheme
Creditor on receipt of all the outstanding Scheme Creditor Individual
Settlement Payments by the Scheme Manager

All payments pursuant to the Scheme shall be made, in the absolute discretion

of the Scheme Manager
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(1) by cheque in favour of the Scheme Creditor (or as the Scheme Creditor
may direct by wriiten notice) sent by Post at the nsk of the Scheme
Creditor to the last address of the Scheme Creditor known to the Scheme
Manager (or to such other address as the Scheme Creditor may from time
to time noufy in wrniting to the Scheme Company) or, if no address for
the Scheme Creditor 1s known to the Scheme Manager, to the tast known
address of the broker or Agent through which the relevant Remsurance
Contract was effected or entered 1nto, or

()} 1 such other manner as the Scheme Manager may reasonably determine
and the Scheme Manager shall be entitled to require a Scheme Creditor
or other person to execute such forms of discharge, receipt or other
documents as it may determine 1n connection with the making of any

payment pursuant to the Scheme

Any payment pursuant o Clause 3 7(e) which 15 uncashed or otherwise
unclaimed by the intended payee after the expiraton of six months from the
posting of the cheque, or the making of the attempted payment i such other
manner as the Scheme Manager has determuned pursuant to Clause 3 7(e)(11),
shall be deemed never to have been made and the Scheme Credttor's rights to

such payment shall be extinguished
Payments made pursnant 1o this Clause 3 7 to
(1)  a Scheme Creditor, or

(1) a person actually or ostensibly authorised to act on behalf of the Scheme
Creditor,

pursuant to Clause 3 7(e), Clause 3 7(f) or otherwise shall, for all purposes,
constitute a valid discharge of the Scheme Creditor's entitlement to payment 1n
respect of such Net Established Liability to the extent of such payment For the
purpose of this Clause 3 7, payment of any cheque by the bank on which 1t 18
drawn shall be n satisfaction of the obligation to pay the amount m which 1t
was drawn and receipt by the receiving bank of the amount of a telegraphic
transfer shall be in satisfaction of the obligation to pay the amount transferred

Currency of payment

Any amount payable to a Scheme Creditor under the Scheme 1n respect of a Scheme

Liability which was incurred in any currency other than US dollars shall be paid in US
dollars converted using the Spot Exchange Rates taken from the Bank of England

Statistical Interactive Database (www bankofengland co uk/statistics) for the last
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Business Day pnior to the Ascertainment Date (1e 29 June 2007) Where a Scheme
Liabihity was incurred in a currency replaced by the Euro, 1t shall be converted mnto
Euros at the fixed rate of exchange in operation for that currency as at the date it was
so replaced and shall be paid i US dollars, converted using the Spot Exchange Rates
taken from the Bank of England Staustical Interactive  Database
{(www bankofengland co uk/statistics) for the last Business Day prior to the
Ascertainment Date (1¢ 29 June 2007)

Insolvent Scheme Creditors and dissolved Scheme Creditors

(a) Where a Scheme Creditor 1s insolvent, the Scheme Company may exercise any
avatlable nghts of set-off it might have resulting from the insolvency

{b) If a Scheme Creditor 1s a company which has been dissolved under the laws of
the country or state of its incorporation by the Effective Date, such Scheme
Creditor will not be entitled to make a Claim i the Scheme or recewve any
payment under the Scheme

Insufficient Data

Where the Scheme Manager has insufficient data to send a Scheme Creditor a fully
personalised Claim Form 1n accordance with Clause 3 4, 1t shall send that Scheme
Creditor a blank Claim Form (or a partally filled-out Claim Form) to allow the
Scheme Creditor to fill in and/or complete the details of its Scheme Claim

Scheme Website: www.ewpaynepools.com




4

41

- 66 -

THE SCHEME ADVISERS AND THE SCHEME MANAGER

The Scheme Advisers

()

(b)

(c)

(d)

(e)

(0

(2)

There shall be one or more independent Scheme Adviser The Scheme
Advisers shall be Mike Walker and John Wardrop of KPMG LLP

The office of a Scheme Adviser shall be vacated 1 a Termination Event occurs
in relation to that Scheme Adviser

A Scheme Adviser may resign his or 1ts appomtment and the Scheme Manager
may terminate the Scheme Adviser's appomtment at any time by giving no less
than three months' notice 1n wniting to all the Scheme Companies and to the
Scheme Manager or such shorter period of notuce as the Scheme Adwviser and
the Scheme Manager may agree in writing Such resignatton or termination
shall only be effective if 1t relates to all of the Scheme Companies

If the office of a Scheme Adviser 15 vacated in accordance with Clauses 4 1(b)
or 4 1(c) the Scheme Manager shali be entitled to appoint a replacement
Scheme Adviser provided that such replacement consents to act, 1s
independent, has relevant experience to act and 1s not disquahfied by virtue of
any of the events listed at (b), (d), (€) and (f) of the defimtion of Termination
Event

Where more than one Scheme Adviser 1s appointed, the powers, nghts, duties
and functions of the Scheme Adwviser under the Scheme may be performed and
exercised jontly or severally and any act required or permitted to be done by
the Scheme Advisers pursuani to the Scheme may be done by any one or more
or all of them

The Scheme Adwvisers shall provide such advice to the Scheme Managers as
may reasonably be requested to facilitate the implementation of the Scheme,
and shall have the powers, nghts, duties and functions conferred upon them
under the Scheme

The Scheme Manager and the Scheme Companies acknowledge that the
Scheme Adwvisers will be entitled to have full access to all such information as
may from time to ime be required 1n relation to the operation of the Scheme
and to all books, papers, documents and other information contained or
represented 1n any format whatsoever 1a the possession or under the control of
the Scheme Company n question relevant to the operation of the Scheme
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Nothing in the Scheme shall render the Scheme Advisers hable to or for any
hiabihties or other obhgations of a Scheme Company

The Scheme Advisers may perform theiwr duties and exercise thewr powers
under the Scheme through agents and employees and any act or determination
of such person on behaif of the Scheme Advisers shall be deemed to be an act
or determunation of the Scheme Advisers

The Scheme Manager

(a)

There shall be one or more Scheme Manager(s), who shall be appointed by the
Scheme Companies, having the powers to manage and conduct the business
and affairs of the Scheme Companies under the terms of the Scheme The
Scheme Manager will be Remnsurance Solutions Limited The Scheme
Manager shall have the powers specifically conferred on 1t by the Scheme,
including the powers

(1)  to have full access to all such information as the Scheme Manager may
from time to time require in connection with the affairs of any Scheme
Company relating to the Scheme Liabilities or the operation of the
Scheme and to all books, papers, documents and other information
contained or represented 1n any format whatsoever 1n the possession or
under the control of any Scheme Company and relating to any Scheme
Liability (and to disclose such information to any third party as the
Scheme Manager sees fit),

(1)  to apply to the Court (where 1t has jurisdiction to determine such matters)
for directions m relation to any particular matter ansing under, or in the

course of the operation of, the Scheme,

(ut) on behalf of the Scheme Compames, and in accordance with any
gurdelines provided by the Scheme Companies, to negotiate,
compromuise or agree Scheme Liabilities and/or claims of the Scheme
Companies in that capacity against Scheme Creditors,

(1) to do all acts and to execute in the name and on behalf of the Scheme
Companies any deed, receipt or other document which may be necessary
for or incidental to the full and proper implementation of the Scheme,

(v) to pay Scheme Expenses or make any other payment which 1s necessary
or incidental to the performance of the Scheme Manager's or the Scheme
Companies' functions,
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(vi) to exercise any other powers necessary for or incidental to the full and
proper nmplementation of the Scheme, and

(vir) to do all other things incidental to the exercise of the foregoing powers

A Scheme Manager may resign its appomntment and the Scheme Companies
(as part of a majority by number of the Scheme Companies) may terminate the
Scheme Manager's appomntment at any time by giving no less than three
months' notice 1n wniting to all the Scheme Companies or Scheme Manager as
the case may be or such shorter penod of notice as the Scheme Manager and
the Scheme Companies may agree in writing

The office of a Scheme Manager shall be vacated 1f a Termination Event
occurs in relation to the Scheme Manager

If the office of a Scheme Manager 1s vacated or terminated 1n accordance with
Clauses 4 2(b) or 4 2(c) the Scheme Company, in consultation with the
Scheme Adviser and the other Scheme Companies, shall be entitled to appoint
a replacement Scheme Manager or Scheme Managers which must be appointed
to all of the Scheme Companies

A Scheme Manager shall not have authonty or power to bind a Scheme
Company save as set out in the Scheme

Nothing n the Scheme shall render the Scheme Manager liable to or for any
lhabulities or other obhgations of a Scheme Company

The Scheme Manager may perform 1ts duttes and exercise 1ts powers under the
Scheme through agents and employees and any act or determunation of such
person on behalf of the Scheme Manager shall be deemed to be an act or
determination of the Scheme Manager

Change of Scheme Adwiser or Scheme Manager

In the event that, pursuant to Clause 4 1(b), Clause 4 [(c¢), Clause 4 2(b) and Clause
4 2(c) above, there 1s a change of Scheme Adviser or Scheme Manager, the Scheme

Manager shall ensure that a notice alerting Scheme Creditors to such a change 15

inserted 1n the same newspapers and publications in which the notice referred to 1n

Clause 3 4(b)(1) appeared (or should this not prove reasonably possible, in such other

publications as 1t shall deem appropniate) and posted on the Scheme Website Where 1t

1s the Scheme Adviser or Scheme Manager themselves vacating office, they will

ensure that the necessary notices referred to in this Clause 4 3 are given before they

vacate office
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Responsibility of Scheme Adwviser or Scheme Manager

So far as the law permits no Scheme Creditor shall be entitled to challenge the
vahdity ot any act done or omutted to be done m good faith by the Scheme Adviser or
the Scheme Manager pursuant to the Scheme
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THE SCHEME ADJUDICATOR AND DISPUTE RESOLUTION
PROCEDURE

The Scheme Adjudicator

(a)

(b)

(©)

(d)

(e)

(f)

(g)

(h)

There shall be three independent Scheme Adjudicators having the powers,
duties, functions, and rights conferred upon them by the Scheme Each Scheme
Adjudicator shall have power to determune all disputed matters referred to him
by the Scheme Manager in accordance with the Clause 3 and shali resolve such
disputed matters 1n accordance with the Dispute Resolution Procedure

Each Scheme Adjudicator shall be an independent person who 1s duly qualified
in the reasonable opimion of the Scheme Manager and Scheme Adviser to
discharge the function of Scheme Adjudicator under the Scheme

The Scheme Adjudicators shall be Philip Heilinger, lan Marshall and Bill
Bower as more particularly described in Appendix A

Where more than one Scheme Adjudicator 1s appointed under Clause 5 2, they
may carry out ther duties and functions under the Scheme either jontly or
severally

A Scheme Adjudicator shall vacate office 1f a Terrmnation Event occurs in
relation to the Scheme Adjudicator

A Scheme Adjudicator may resign his appomntment at any time by giving no
less than three months' notice 1n writing to the Scheme Manager or by giving
such shorter period of notice as the Scheme Adpdicator and the Scheme
Manager may agree 1n writing His resignation can only be effective 1f it
relates to all the Scheme Companies

Subject to Clause 5 [(1), a Scheme Adjudicator may be removed for good
cause by the Scheme Manager His removal must apply in the case of all the
Scheme Companies

Subject to Clause 5 (1), 1f the office of a Scheme Adjudicator 1s vacated 1n
accordance with Clauses 5 1(e}, 5 1(f) or 5 1{g), the Scheme Manager shall be
entitied to appownt a replacement Scheme Adjudicator provided that such
replacement consents to act, 1s independent, has relevant experience to act and
15 not disqualified by virtue of the events listed at (b), (d), () and (f) of the
defimtion of Termination Event and his appointment 1s subject to consultation
with and no objection by the Financial Services Authonty The replacement
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Scheme Adjudicator must be appownted m the case of all the Scheme
Companies

A Scheme Adjudicator may be removed for good cause and/or a replacement
Scheme Adjudicator appointed only 1f the Scheme Manager has circulated a
notice to Scheme Creditors stating

(1)  the reasons for the removal of the Scheme Adjudicator (1f applicable),
and

(n) the name of a replacement Scheme Adjudicator (the i1dentity of whom
will have been decided after consultation with and no objections by the

I'nancial Services Authority)

Subject to any rcasonable objection of Scheme Creditors, the appomntment of
the replacement Scheme Adjudicator shall take effect on the expiry of thirty
days of the service of such notice If the Scheme Manager and any objeciing
Scheme Creditor cannot agree on the identity of the replacement Scheme
Adjudicator within thirty days, the Scheme Manager shall request that the
appomntment of a2 swutably qualified Scheme Adjudicator be made by the
President of the Institute of Actuaries of the United Kingdom for the time

being, whose decision shall be final

A Scheme Adjudicaior shall act as an expert and not as an arbitrator with

respect Lo all matters submitted to hun 1n accordance with the Scheme

Dispute Resolution Procedure

The following applies to any matter which s referred to a Scheme Adjudicator

pursuant to Clauses 3 5(c) or 3 5(d)

(a)

The Scheme Manager shall, as soon as practicable after a decision 15 taken to
refer any matter to a Scheme Adjudicator under Clause 3 5(c) or 3 5(d), notify
the relevant Scheme Creditor in wrniting of their decision Such notice 1s known
as the Scheme Adjudication Decision The Scheme Creditor shall have 14 days
from the date of the Scheme Adjudication Decision to choose by notfying the
Scheme Manager in writing which of the individuals listed 1in Clause 5 1(c) (or
any replacement appointed pursuant to Clause 5 1(h)) it wishes to appoint as
the Scheme Adjudicator 1n respect of its Disputed Claim If a Scheme Creditor
does not appoint a Scheme Adjudicator within the 14 days from the date of the
Scheme Adjudicator's Decision, the Scheme Manager shall appoint one of the
individuals hsted in Clause 5 1(c) {(or any replacement appointed pursuant to
Clause 5 1(h)) as the Scheme Adjudicator 1n respect of the Disputed Claim
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As soon as practicable after the appomntment of the Scheme Adjudicator
pursuant to Clause 5 2(a), the Scheme Manager shall refer the Disputed Claun
to the Scheme Adjudicator by serving a Scheme Adjudicator Notice containing
details of the Disputed Claims

The relevant Scheme Creditor may, within 14 days of the date of the Scheme
Adjudicator Notice. send written observations on the Scheme Adjudicator
Notice in Enghish only by Post or mn Electronmic Form to the Scheme
Adjudicator and shall send a copy (with any enclosures) of such wniten
observations by Post or in Electronic Form to the Scheme Manager

The Scheme Adjudicator shall consider the papers and documents before him
and shall as soon as practicable, gtve notice in writing to the relevant party of
whether

(1) he requires further documents, data or information from the Scheme
Creditor and/or the Scheme Manager In such event the relevant
person(s) shall as soon as possible and 1n any event within 14 days afier
recept of such request fiom the Scheme Adjudicator provide the Scheme
Adpdicator with the said further documents, data or information 1n
English with a copy (with enclosures) to the other party to the dispute
and the other party may within 14 days of receipt of the copy send any
additional documents, data or mformation to the Scheme Adjudicator
and shall send a copy (with enclosures) to the first party, and/or

()  he requires the Scheme Creditor and/or the Scheme Manager and/or the
affected Scheme Company to appear before and address him on any
matters he shall determine 1n which case the relevant person(s) shall be
at liberty so to appear on such date and at such place as the Scheme
Adjudicator shall prescribe

In the event that the Scheme Adjudicator requires any relevant person referred
to under Clause 5 2(d)(11) to appear before him, he shall be entitled to prescnbe
and lay down such reasonable procedures or provisions as he n his absolute
discretion deems appropnate for the purpose of assisting him 1n reaching his
decision The Scheme Adjudicator shall also be entitled, at any time, to call for
such evidence, documents, data and information as he may require

The Scheme Adjudicator shall be entitfed to consult with such advisers,
including but not limsted to legai advisers, accountants, actuaries and insurance
industry experts, as he may reasonably deem appropnate and shall (subject to
Clause 52(g)} be entitled to be remunerated and to be resmbursed his
reasonable costs and expenses (including the expenses of professional
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advisers) n carrving out hus duties under the Scheme by the Scheme Manager,
save for where the Scheme Adjudicator 1s entitled to reimbursement by a third
party in respect of such costs and expenses

The Scheme Adjudicator shall be entitled to make such order or give such
directions n respect of his remuneration, and reasonable costs and expenses
incurred by him including without limitation the cost of any advisers referred
to m Clause 5 2(f) as he shall think just The Scheme Adjudicator shall be
entitled, without preudice to the generality of the foregoing, to order the
parties Lo deposit such sum as the Scheme Adjudicator shall deem appropnate
in respect of costs prior to commencement of the Dispute Resolution
Procedure In the exercise of s powers, the Scheme Adjudicator shall be
entitled to

(1)  direct that any or all of his remmneration, costs and expenses, including
without hmutation the cost of any advisers referred to in Clause 35 2(f)
shall be paid by the Scheme Manager (save for where he 1s entitled to
reimbursement by a third party in respect of such remuneration, costs

and expenses) 1h accordance with the terms of the Scheme, or

(1) direct that any or all of lus remuneration, costs and expenses, including
without limitation the cost of any advisers referred to in Clause 5 2(f} or
any costs incurred by the Scheme Manager i conseguence of the
unreasonable failure by a Scheme Crediter to submut adequate
mformation to support a Claim Form returned 1n accordance with Clause
3 5 shall be paid by the Scheme Creditor in respect of whose Scheme
Liability the dispute has arisen, m which case such amounts shall be paid
by the Scheme Creditor forthwith and in any case no later than 14 days
from the date of such direction, failling which the Scheme Manager shall
pay such amount from its assets and it shall be deducted from any
amount which may be or may become due to the Scheme Creditor by
way of Established Liabilities, such Scheme Crediter being treated for
these purposes as having recerved, on account of any such Established
Liabihity, an advance equal to the amount which 1t has been directed to
pay If no amount is or becomes due to the Scheme Creditor, the Scheme
Manager will be entitled to pursue the Scheme Creditor for payment and
in that regard the Scheme Creditor shall be deemed to have
acknowledged that the amount due 1s undisputed

The Scheme Adjudicator shall, as soon as possible and 1n any event before the
expiration of 30 days from the latest of the date on which a dispute was
referred to lum or seven days after the provision of further documents, data or
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information pursuant to Clause 5 2(d)(1) or seven days afier the conclusion of
any appearance before him pursuant to Clause 5 2(d)(n) (whichever shall be
the later) but in any event no later than two calendar months from the date of
the Scheme Adjudicator Notice onginally referring the dispute to him, certify
i wnting sent by Post to the Scheme Manager and the rclevant Scheme
Creditor his determimation 1n relation to that disputed matter and the Scheme
Credttor's Established Liability The relevant Scheme Creditor's Esiabhshed
Liability shall be deemed to have been determined on the date the certification
referred to n this Clause 5 2(h) 1s sent to the affected Scheme Company, the
Scheme Manager and such Scheme Creditor

The decision of the Scheme Adjudicator on any dispute referred to im n
accordance with the Scheme shall be final and binding on the affected Scheme
Company and the relevant Scheme Creditors and there shall be no nght to
appeal from such decision except insofar as the law allows

Subject to Clause 5 2(k), in the event that the Scheme Adjudicator or the
Scheme Manager become aware that the Scheme Adjudicator has a conflict of
mnterest 1 relation to any matter referred to hun under Clause 5 2(b), the
Scheme Adjudicator shall as soon as reasonably practicable thereafter inform
the Scheme Adwiser of any conflict of which he becomes aware and the
Scheme Adwviser shall, subject to Clause 5 2(k), nominate an altermate Scheme
Adjudicator from the list of individuals set out at Clause 5 1(c) {or any
replacement appointed pursuant to Clause 5 1(h)) for the sole purpose of
adjudicating on the relevant matter and shall immediately give notice of such
nommation to the Scheme Manager and the relevant Scheme Creditor The
Scheme Adjudicator's appointment shalt continue during the appointment of
any alternate and he shall continue to adjudicate on all other matters referred to
him under Clauses 3 5{c) or 3 5(d) uniess a conflict shall arise 1n respect of any
of those matters in which event the provisions of this Clause 5 2()) shall apply

The Scheme Adjudicator may continue to act in spite of a conflict of mterestf
the’ Scheme Creditor in relation to whom the conflict anses and the Scheme
Manager agree in writing to permit the Scheme Adjudicator to act and 1f the
Scheme Adjudicator himself 1s willing to act notwithstanding such conflict

Any such wavier of a conflict will only be made after the Scheme Adjudicator,
Scheme Creditor and the Scheme Manager have provided sufficiently detailed
disclosure of the circumstances and the nature of the confhict to enable each of
them to take an informed decision on whether the conflict may be waived
without prejudicing or embarrassing any of the Scheme Adjudicator, Scheme
Manager and/or the Scheme Creditor
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Change of Scheme Adpudicator

In the event that pursuant to Clause 5 1(e), 5 1{(f} or 5 1(g) above, there 1s a change of
Scheme Adjudicator, the Scheme Manager shall post a notice alerting Scheme
Creditors to such a change on the Scheme Website
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DURATION OF THE SCHEME
Ftnal implementation of the Scheme

Without prejudice to the continumg effect of the Scheme, the Scheme shall be finally
implemented by the Scheme Manager posting an entry on the Scheme Website
announcing that all Scheme Liabilities have been adjudicated or otherwise determuned
and all Established Liabilities have been paid n full (or deemed to have been satisfied
im full) in accordance with the terms of the Scheme m the case of all Scheme
Companies This entry shall be posted as soon as 1s practicable after all Net
Established Liabilities have been paid 1n full (or deemed to have been sansfied m full)
in the case of all Scheme Companies Following such announcement, the Scheme
Adjudicators, the Scheme Manager (subject to Clause 6 2) and the Scheme Adviser
shall be released from their obligations under the Scheme

Notice of final implementation of the Scheme

As soon as practicable after the final implementation of the Scheme pursuant to
Clause 6 1, the Scheme Manager shall cause to be posted on the Scheme Website a
notice staing that the Scheme has been finally implemented

Reversion to run-off

(a) If the total value of all the Established Liabilities against the Scheme Company
(being the sum of all amounts set out on the Valuation Statements sent to
Scheme Creditors 1n respect of that Company) 1s equal to or greater than 30%
or US$250,000 higher than the predicted total value for those Claims (as
shown on the Claim Forms originally sent to Scheme Creditors with data as at
the Ascertainment Date), a Reversion to Run-off Event will have occurred

(b) On the happening of a Reversion to Run-off Event, the Scheme Company 1n
question will have the following three options

(1} revert to run-off all the Reinsurance Contracts to which all Established
Liabilities against the Scheme Company relate,

(11} revert to run-off those Reinsurance Contracts in respect of which Scheme
Creditors whose Established Liability, as set out on theirr Valuation
Statements or as resolved under Dispute Resolution Procedure at Clause
5 of the Scheme, are equal to or greater than 30% or US$250,000 (which
ever 15 the lower) of the value of their claims as set out on the Claim
Forms mnitially sent to them by the Scheme Company, provided that such
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Scheme Company shall send notice to all 1ts other Scheme Creditors

offering also to revert all therr Reinsurance Contracts to run-off, or

(1) contnue with the terms of the Scheme as if no Reversion to Run-oft

Event had occurred

In the event of the Scheme Company choosing to revert to run-off in
accordance with Clause 6 3(b)(1} or (11) (the Reversion to Run-off Option) it
will notify Scheme Creditors in wrniting by Post and by placing a notice 1n the
same publications referred to at Clause 3 4(b){1) of that decision and how 1t

atfects the treatment of such Scheme Creditors claims

Scheme Creditors, whose Established Liabilities are not equal to greater than
30% or US§$250,000 hgher than the value of their claims as set out n the
Claim Forms, will have 14 days from the date of notice of a Reversion to Run-
off Option under Clause 6 3(b)(11), to either accept or reject such Reversion to
Run-Off Option by written notice to the Scheme Manager If no response 1s
recetved by the Scheme Manager within the [4 day period, the Scheme
Creditor's Remnsurance Contracts to which 1ts Establhished Liability relates will
not revert to run-off
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OTHER PROVISIONS

Notices

(a)

(b)

(c)

(d)

(c)

Subject ta Clauses 7 8{a) and 7 8(b), all notices requuired to be sent pursuant to
the provisions of the Scheme shall be in writing and shall be sent by Post and
notices to the Scheme Adwviser may m addition be sent in Electronic Form to
them on the day of posting

Notices to the Scheme Adviser shall be sent to KPMG, 8 Salisbury Square,
London EC4Y 8BB, marked for the attention of Mike Walker/James Bolton
All notices to any other Scheme Adviser shall be sent to that Scheme Adviser's
address at the date of the notice

Notices to the Scheme Manager shall be sent to Rewnsurance Solutions
Limited, Maryland House, Newland Street, Witham CM& 2UP, marked for the

attention of Brian Evans

Any notices to Scheme Creditors may be sent te such addresses as they notify
n writing to the Scheme Manager and failing such notification to such address
as may be shown 1n the Scheme Manager's records or to any other address
being the last known address of the Scheme Creditor which the Scheme
Manager may reasonably believe 15 appropriate

Subject to Clauses 7 8(a} and 7 8(b), notices sent by Post under thus Clause 7 1
shall be deemed m the absence of evidence to the contrary to have been
received at 12 noon (London time) on the fifth Business Day after despatch
and references to the receipt by any party of any notice sent pursuant to the
provisions of the Scheme shall be construed accordingly

Governing law and junsdiction

(a)

(b)

Subject to Clause 7 2(b), the Scheme shall be govermed by and construed 1n
accordance with English law The Scheme Creditors hereby agree that the
Court shall have exclusive jurisdiction to hear and determune any sutt, action or
proceeding and to settle any dispute which may anse out of the Explanatory
Statement or any provision of the Scheme or ansing from any action taken or
omitted to be taken under the Scheme or 1n connection with the admnistration
of the Scheme

Subject to the terms of the Scheme and 1n particular Clauses 3 and 5, nothing
in this Clause 7 2 shall affect the vahdity of other provisions determining
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governing law and junisdiction between the Scheme Company and any Scheme
Creditor whether contamed n any contract or otherwise

Insolvency of Scheme Company

If an Insolvency Event occurs 1n relation to any Scheme Company afier the Effective
Date and before the final implementation of that Scheme m accordance with
Clause 6 1, the Scheme will continue so far as the law permits unless any hquidator,
provisional hquidaior. administrator or supervisor of that Scheme Company chooses
not to conttnue with the implementation of the Scheme 1 relation to that Scheme
Company [fsuch a decision 1s made the Scheme shall continue 1n the case of the other
Scheme Companies [f the hquidator, provisional hquidator, administrator or
supervisor so chooses that the Scheme shall have no effect, the Scheme Manager shall
place a notice to this effect in those publications referred to in Clause 3 4(b)(1) and on
the Scheme Website

Scheme Creditors to co-operate

Scheme Creditors shall co-operate with and render such assistance as the Scheme
Manager, the Scheme Adviser and/or the Scheme Adjudicator may reasonably require
in connection with the Scheme 1n accordance with their functions under the Scheme
inclading but not limited to the provision of information and documents 1n connection
with the operation of the Scheme and shall provide such assistance as the Scheme
Manager may reasonably require 1n connection with the recovery of any Property or
the enforcement of obligations or habihties which are or may become owed to the
Scheme Company

Responsibihity

{a) Clause 7 5(b) apphes to the acts and liabihities of the Scheme Adviser, the
Scheme Adjudicator and the Scheme Manager (and/or any of their employees,
agents or advisers) 1n connectton with the implementation and administration

of the Scheme 1n accordance with 1ts terms

(b) No Scheme Creditor shall be entitled to challenge the validity of any act done
or omitted to be done i1n good faith and with due care by any of the persons
referred to 1n Clause 7 5(a) in accordance with or to implement the provisions
of the Scheme and no such person shall be liable for any loss unless such loss
15 attributable to his negligence, fraud or dishonesty

Powers, rights, duties and functions
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Any function or duty of, or right or power conferred on, the Scheme Company
or its officers, whether by statute or by the memorandum or articles of
assoctation which could be exercised m such a way as to interfere with the
performance or exercise by the Scheme Adviser, Scheme Adjudicator or
Scheme Manager of the powers, nights, duties and functions conferred upon
him under the Scheme shall not be exercised in that way except with the
consent of the Scheme Adwviser (in respect of the powers, rights, duties and
functions conferred upon the Scheme Adviser) or the consent of the Scheme
Adyudicator (in respect of the powers. nghts duties and functions conferred
upon Scheme Adjudicator) or the consent of the Scheme Manager (1n respect
of the powers, nights, duties and functions conferred upon the Scheme
Manager) 1n each case, which consent may be given either generally or in
relation to particular cases provided however that nothing in this Clause 7 6(a)
shall relieve the directors of the relevant Scheme Company from their duty 1o
act 1n accordance with law, including but not lumted to the Compantes Act, the
1985 Act and the Insolvency Act

Without prejudice to the generality of the Scheme, 1n performing or exercising
therr powers, rights, duties and functions under the Scheme, the Scheme
Adviser, the Scheme Adjudicator and/or the Scheme Manager shall be entitled
to be remunerated out of the Property of the Scheme Company for the
performance and exercise of such powers, rights, duties and functions and to
be indemnified for all costs, expenses and habihties properly incurred by them
1in connection therewith (subject, 1n the case of the Scheme Adjudicator to any
direction made by him 1n accordance in with Clause 5 2(f)), save for where the
Scheme Adviser, the Scheme Manager and/or the Scheme Adjudicator are
entitled to reimbursement by a third party 1n respect of such costs, expenses
and habilities

77 Indemnity

(a)

Subject to the Companies Act, the 1985 Act and to Clause 7 7(b), the Scheme
Adviser, the Scheme Adjudicator and the Scheme Manager {(in their capacities
as such) (and/or any of their employees, agents or advisers) shall be entitled to
an mndemnity out of the Property of the Scheme Company, against all actions,
claims, Proceedings and demands brought or made against any or all of such
persons 1n respect of any act done or omatted to be done by any or all of them
mn good faith without neghgence, wilful default, wilful breach of duty or trust,
fraud or dishonesty on any of their part in the course of implementing the

Scheme 1n accordance with its terms
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Without prejudice to the generahty of Clause 7 7(a), each such person as 1s
expressed to be enutled to an indemmity iy accordance with that Clause (in the
capacity tn which 1t 1s entitled to such an indemmity) shail be enutled to an
indemnity out of the Property of the Company

(1) agawmnst any hability incurred by 1t in defending any Proceedings, whether
civil or cniminal, in respect of any neghgence, wilful default, wilful
breach of duty or trust, fraud or dishonesty on 1ts part m relation to the
operation of the Scheme in which judgment 1s given tn its favour or n

which 1t 15 acquitted, or

(u) i connecuon with any apphcatton 1n any such Proceedings 1n which
relief 1s granted to 1t by a court from liability for negligence, wiltful
default, wilful breach of duty or trust, fraud or dishonesty on any of their
part in relation to the operation of the Scheme

78 Electronic communications

(2

(h)

Notwithstanding anything to the contrary 1n the Scheme, information
concerning Scheme Liabihities (including any Claim Form or relevant
accompanying mnformation) and any other communication required to be or
capable of being given or sent under the Scheme may, at the option of the
Scheme Creditor concerned, be given or sent by the Scheme Manager, Scheme
Adjudicator or Scheme Creditor in Electronic Form to the address specified for
that purpose by that Scheme Creditor or the Scheme Manager or Scheme
Adjudicator References 1n the Scheme to "Post” and addresses shall therefore
be construed accordingly

Any notice given n Electronic Form shall be deemed to have been received at
the time of receipt recorded on the Electronic Equipment of the person to
whem the notice 15 addressed provided that the same shall have been sent to
the address specified for that purpose by the Scheme Manager, the relevant
Scheme Creditor, Scheme Adjudicator or by such other person concemed In
relation to electronic communications "address” includes without limitation
any email address used for the purposes of such communications
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APPENDIX A

CURRICULA VITAE OF THE SCHEME ADVISERS AND THE SCHEME
ADJUDICATORS

(1) THE SCHEME ADVISERS

Michael Steven Walker

Mike 15 a partner 1 and the head of the KPMG LLP Restructuring Insurance Solutions team
m the UK Mike jomed KPMG n 1987 and worked for several years on general insolvency
matters before specialising m insurance and reinsurance mnsolvency Over the last 15 years he
has been involved 1n some of the largest insurance nsolvencies n the United Kingdom.
mcluding Enghsh & Amencan Insurance Company Limited, Sovereign Marine & General
Insurance Company Limited and HIH Group of companes

He 1s currently a Scheme Admimstrator of English & Amencan Insurance Company Ltd and
Sovereign Manne & General Insurance Company Ltd Mike 1s currently a Scheme Adviser in
refation to several solvent schemes including Lion City Run Off Pte Ltd, Pender Mutual
Insurance Company Limited, Oslo Reinsurance Company (UK) Limited, Oslo Reinsurance
Company ASA and a number of other London Market msurance companies mcluding
participants of the Willis Faber (Underwriting Management) Limited ("WFUM") Pool, as

well as being the prospective Scheme Adviser to a number of schemes 1n development

He has considerable experience of cross-border 1ssucs and has worked extensively 1n the
United States, Bermuda, Japan and Austrahha He has particular expertise in underwriting
pools, cash collection, dispute resolution, commutation, schemes of arrangement and all

aspects of insurance company run-off, both solvent and insolvent

Mike 1s a licensed Insolvency Practitioner, a member of the Insolvency Practitioners’
Association, an Affiliated Member of the Institute of Chartered Accountants 1n England &
Wales and a member of the International Association of Insurance Receivers

John Mitchell Wardrop

John 1s a partner in the Insurance Solutions team 1n the London office of KPMG LLP He has
speciahised 1n insurance since 1988, and in run-off since 1993  John has extensive experience
of the surance industry including hfe assurance, the London market, brokers and loss
adjusting He has audited life, general, broking and loss adjusting companies as well as
advising such companies 1n relation to corporate finance transactions QOver the past 12 years
John has specialised in advising companies in run-off on vanious issues, mcluding exit

strategies, and 1n taking formal insolvency appointments
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John 1s a Scheme Admunistrator of Anglo Amencan Insurance Company Limited, Scheme
Admimistrator of Soveretgn Marme & General Insurance Company Lumited, Provisional
Ligudator of Trenwick Group Limited, Provisional Liquidator of La Salle Re Holdings
Lumited, and Joint Provisional Liqudator in the UK of HiH Casualty & General Insurance
Limuted, FAl General Insurance Company Lunited, and other HIH group compames John 1s
currently Scheme Adviser in relation to several solvent schemes including Reliance National
Insurance Company (Europe) Limuted, The Seven Continents Insurance Company Limited,
Lion City Private Run-Off Limited, Moorgate Insurance Company Linited, Oslo Reimnsurance
Company (UK) Linuted, Oslo Remsurance Company ASA and a number of other London
Market nsurance compames ncluding partucipants of the Witlis Faber (Underwrniting
Management) Limuted ("WFUM") Pool

John 1s a member of the Institute of Chartered Accountants of Scotland and 1s also a Licensed
Insolvency Practitioner

{2) THE SCHEME ADJUDICATORS

William Bower

William 1s a Fellow of the Chartered Insurance Institute and his most recent full time role was
as Executive Director of Marlon Insurance Company Ltd and Marlon Management Services
Ltd where he led the sale of the compan:es to the Enstar Group which finahised in August
2007 In addition he 1s a director of the Association of Run-off Companies Limited (ARC)
and Met Re (UK) Company Ltd He has over 35 years of experience in the international
insurance and remsurance markets holding board and semor management roles in UK retail,
reinsurance and discontinued run off businesses

His past major positions include director of Community Reimnsurance Corporation Limited
from 1994-1997, Head of UK for Cobalt Runoff Services Limited from 2000-2004, chairman
and director of Aviation & General Insurance Co Ltd from 1996 2004, managing director of
Gordian Runoff (UK) Insurance Co Ltd from 2001-2004, and director of St Helens Trust
Limited, from 1994 — 2005

Witham was also Head of General Insurance Runoff for Pearl Assurance Pic until January
2006 and jomntly led with Prudential the successful strategy and execution of the St Helens
Trust Solvent Scheme of Arrangement on behalf of Prudential, Pearl and others Prior to this
he led the sale of a number of insurance company disposals in the UK and Overseas,
including Aviation and General, Community Re and Pearl General Insurance 1n the UK as
well as various companies in Europe, Africa and South America

William has recently acted as the independent vote adjudicator on the Global General and
Remsurance Company Limited, Great Lakes Reinsurance (UK) Plc and Winterthur Swiss
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Insurance Company schemes of arrangement as well as the scheme claim adjudicator for the
GLM Pool and CEAIL § A schemes of arrangements

lan Marshall

lan 1s a partner 11 and Group lead of Consulting of Chiltington International based n
London He has specialised in insurance since 1979, commencing with three years spent n
the Bermuda office of Ernst & Young, followed by six years in this firm’s Los Angeles office
In these roles, he audited and consulted to non-Iife insurance and remsurance companes,

captive msurance companies hfe remsurance companies and msurance brokers

Since joiming Chiltington i 1987, lan has had extensive cxperience in various countries
(notably UK, USA, Australia, Canada, Bermuda, Germany, Japan, France and Argentina) of
managing and advising reinsurance companes and Lloyds’ syndicates in run-ofi, of acting as
either a fact witness or expert wilness 1n reinsurance accounting, loss spmraling and
remsurance claim nvestigations in a number of arbitrations and of carrying out remnsurance
investigaitons In 1997-8, he was part of the team which devised and implemented the first

UK solvent scheme of arrangement for a reinsurance company (of which lan was a director)

In more recent years, lan has also acted as the independent expert 1n a Part VII transfer. been
appomtéd as an arbitrator 1n a UK case and as the scheme adviser for a forthcoming solvent
scheme of arrangement te aiso directed the work for the first reinsurance portfolio transfer
from Germany to the UK under EU Remsurance Directive legisiation and which took place in
2007

lan 15 a Fellow of the Institute of Chartered Accountants in England and Wales (FCA), a
Certified Public Accountant (USA), a Chartered Insurance Practitioner (ACIE), a Practising
Member of the Academy of Experts and a panel member of ARIAS (UK)

Philip Heithinger

Philip Hertlinger 1s a graduate of Oxford University and has an Honours Degree in Modemn
Languages (French and German) He 1s a Fellow of the Chartered Insurance Institute He has
worked n the insurance/reinsurance industry since starting as a graduate trainee at Royal
insurance (UK) in 1978 He worked in UK Personal/Commercial Lines underwnting in
London and as an assistant i the UK Head Office Underwniting department in Liverpool In
1980 he jomed an AIG subsidiary in Brussels as a Facultauve Underwriter in the
Liabiity/Accident Department The business he wrote included excess public and products
lability classes to cedants in the UK, France and Germany In 1983 he jomned the
underwriting management team at English & American Group in London, where he held a
number of management positions 1 the non-marine property/casualty underwrting
department
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Philip was ongmnally appointed Technical General Manager upon the establishment of PRO 1n
1993 He has served as chent executive for a number of PRO’s major clients such as Black
Sea and Baltic (under 2 Scheme of Arrangement) the GLM pool, AREAS (a French mutual
with an nternational run-off portfolio) and the AGF/Mariner account He also has
responsibility for PRO’s inward commutation activities m particular those nvolving cedant
inspection of records and htigation As such he has been involved in a number of projedts
that have resulted in considerable balance sheet savings for clients He has been involved in a
number of due diligence and commulation projects on behalf of Swiss Re and other clients 1n
France and Germany, He 18 spearheading PRO’s development activities tn continental Europe

Philip 1s a member of the company’s Executive Management Board and of its Business
Development Team He 1s fluent (to native speaker standard) m both spoken and wntten
French and German and during the course of his career spanning twenty seven years has been
mnvolved 1n audit visits and negotiations with most of the mayjor insurers/reinsurers in France,
Germany, Belgium and Switzerland
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APPENDIX B

LIST OF DOCUMENTS AVAILABLE FOR INSPECTION

1 The document of which thus Appendix forms part including the Explanatory Statement
and the Scheme, and

2 The order of the English Court convening the Scheme Meetings

Coptes of the above documents will be available for inspection by Scheme Creditors after the
date hereof until the closure of the Scheme Meetings in London at the offices of Reinsurance
Solutions Linnted at Mayland House Mayland Road Essex CM8 2UP and at the offices of
KPMG LLP at 8 Salisbury Squarc London EC4Y 8BB, during ordinary business hours from
Monday to Friday (excluding public holidays)
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APPENDIX C

NOTICE OF THE SCHEME MEETINGS

No. of 2008
IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION

COMPANIES COURT

IN THE MATTER OF AEGON SCHADEVERZEKERING NV AND THE
OTHER COMPANIES LISTED IN THE SCHEDULE TO THE APPLICATION
(ALL BEING MEMBERS OF THE E W PAYNE POOLS)

and

IN THE MATTER OF THE COMPANIES ACT 2006

NOQTICE IS HEREBY GIVEN that by an order dated 1 May 2008, the High Court of Justice has
directed that meetings (the Creditors' Meetings) of the Scheme Creditors (as defined in the Scheme)
of certain companies that participated on the E W Payne Pools listed in Schedule A to this Notice (the
Compames) be held on 4 July 2008 at KPMG LLP, 8 Salisbury Square, London, EC4Y 8BB

commencing at 10am

The purpose of the Creditors’ Meetings will be to consider and, 1f thought f{it, to approve (with or
without modification) schemes of arrangement proposed to be made between the Companies and their

Scheme Creditors pursuant to Part 26 of the Companies Act 2006 (the Scheme)

Downloadable files of the proposed Scheme Document, Explanatory Statement and Appendices are
available on the Scheme website www ewpaynepools com If you require any further printed coptes
of these documents, please send your request to KPMG LLP or Edwards Angelt Palmer & Dodge UK

LLP at the addresses listed below, and a copy will be sent to you free of charge

Scheme Creditors may vote 1n person at the Creditors’ Meetings or they may appoint another person,

whether a Scheme Creditor or not, as their proxy to attend and vote n their place Voting forms and
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proxy torms for use at the Creditors’ Meeting have been sent to all known Scheme Credutors together

with this Notice

It 1s requested that proxies and voung forms be sent by Post to Reinsurance Solutions Lirmtted at the
address below as soon as possible to arrive no later than 4pm on 30 June 2008 A faxed copy (fax
+44 (0)1376 506601) will be accepted 1f legible provided that the onginal 1s recerved by no later than
4pm on 3 July 2008 If Scheme Creditors fail to submut their proxies and voting forms by 4pm on 30

June 2008 they may be handed to the Chairman of the Creditors' Meetings at the meeting
The court has directed that Mr Richard Whatton of SOBC Limuted or, fatling him, Mr Michael Walker
of KPMG LLP be appomted to act as Chairman of the Creditors’ Meetungs and has directed the

Chairman to repert the result of the Creditors' Meetings to the Court

Any Scheme Creditor that 1s unclear about or has any questions concerming the action he 1s required to

take should contact KPMG or Reinsurance Solutions Limited

In the event that the Scheme Creditors vote in favour of the Scheme 1t will be subject to the

subsequent approval of the court

Scheme Manager

Scheme Adviser

Legal Adviser

Rewnsurance Solutions Linnted

Mayland House
Mayland Road
Essex
CM38 2UP
Umnited Kingdotn
Contacts Bnan Evans & David Bowen
General +44 (0}1376 506 210
Direct Brian Evans
+44 (1376 506 423
David Bowen
+44 (0)1376 506 374
Fax +44 (0}1376 506 601
Eman Bnan W Evans(@guycarp com

David C Bowen(@guycarp com

Mike Walker and John Wardrop
KPMG LLP
8 Salisbury Square

London

EC4Y EBB

United Kingdom

Contacts James Bolton & Neil Sution
General +44 ()20 7311 1000

Direct line James Bolton

+44 ((N20 7694 1856
Neil Sutton
+44 (0)20 7694 3485

Fax +44 (0)20 7694 3126
Ematl James bolton@kpmg co uk
netl sutton@kpmg co uk

Edwards Angell Palmer & Dodge UK
LLP

Omne Fetter Lane

Lendon

EC4A 1B

Umited Kingdom

Contacts Vivien Tyrell & Nick Stem

General +44 (0)20 7583 4055
Drrect Vivien Tyrell

+44 (0}20 7556 4451

Nick Stern

+44 (020 7556 4533
Fax +44 (0)20 7353 7377
Email viyrell@eapdlaw com

nstern{@eapdlaw com

Dated 1 May 2008
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APPENDIX E

SOLVENT POOL PARTICIPANTS OF THE E W PAYNE POOLS THAT ARE NOT

10

11

12

13

14

16

17

18

19

20

21

PROPOSING A SCHEME

AG Fur Transport Ruckversicherung

Alea (on its own behalf and through its participation in the BVF Pool)
Alhanz International Ins

American Employers Insurance Company

American Fire & Casuvalty Company

Amenican Manufacturers Mutual Insurance Company
Atlantica Insurance Company Limited

Bishopsgate Insurance Limited

Cavell Insurance Company Limned

Central Reinsurance Corporation

Cirrus Re Company AS

Commercial Union Reinsurance Company
Community Reinsurance Corporation Linmted

Delta L.loyd Non-Life Ins Group

Devonport Underwriting Agency Limited

Fisen Und Stahl Ruckversicherungs

Employers Mutual Of Wausau

Excess Insurance Group

FFarmland Insurance Companies

General Star National Insurance Co

Hannover Ruckversicherungs-AG
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22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

4]

42

43

45
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Insurance Company Of North America

KX Reinsurance Company Limited

La Fondiana (through iis participation i the BVF Pool)
Lancer Insurance Company

Lawrence Re (La Fenice)

Mannheimer (through its participation in the BV Pool)
Mernit Insurance Company

Milbank Mutual [nsurance Company

National Casualty Company Of America

National Casualty Company Of Detroit

Nationwide Mutual Insurance Company

Old Tower Run Off

Oslo Remnsurance Company ASA

Paris International Re

QBE European Operations (on 1ts own behalf and through 1its participation in the BVF
Pool)

Singapore Remnsurance Corporation

Solvent Participants of Hua Limuted "Pool” Account

Solvent Partictpants of Tower Underwriting Management Limited Pool
Solvent Participants of Willis Faber Underwnting Management Limited Pool
Sompo Japan Insurance Inc

Swedish Club

Transamerica Insurance Company

Trygg-Hansa Insurance Company Limited

Untversal Remsurance Corp
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47
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Winterthur Swiss Insurance Company

World Auxthary Insurance Corp Limuted
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