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At TIAS Pax’tf_)__’_’z of the Supreme
Court of the State of New York,
County of New York, at the
T Courthouse, gg 2 Street, in
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In the Matter of

the Conservation of the Assets in
the State of New York of

PACIFIC & GENERAL INSURA
COMPANY LIMITED.

\w"{"i‘--, .,\"r‘ .'-‘1 . '
York (the “Superintendent”)%ip his capacity as conservator (the “Conservator”) of certain trust
assets (the “Trust Assets”) established by Pacific & General Insurance Company Limited

(“P & G™), dated the 29th day of June, 2011, and the exhibits annexed thereto, and it appearmg

that the relief therein prayed for should be granted; £ s %N Lod f“ ﬁ{ a N#@ézs”f‘ ed f?a.).lm
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{a) approving the conservation agreement dated January 13, 2011 (the “Conservatlon
Agreement”}, entered into between the Conservator and Ipe Jacob and Richard Graham White in
their capacity as liquidators (the “Office Holders™); (b} authorizing the Conservator to distribute

the Trust Assets to the Office Holders in accordance with the Conservation Agreement; and



(c)upon distribution of the Trust Assets to the Office Holders, in accordance with the
Conservation Agreement, and the filing of a final report, the Conservator, his predecessors and
successors in office, agents, attorneys and employees shall be discharged and released from all
further liability arising out of this conservation proceeding and that this conservation proceeding
shall be terminated.

The Conservator also requests that this Court issue this Order to Show Cause approving:
(1) a return date at least 45 days after the date of issuance of this Order to Show Cause for a
hearing (“Hearing”) to be held before this Court on the Petition; (2) the form of notice to be
given to P & G’s American Policyholders {as that term is defined in the Petition) (“Notice™); and
(3) the method of service of Notice, 1.e., by first class maii o P & G’s American Policyholders,
and to all other interested parties by publication in Business Insurance following the issuance of
this Order to Show Cause and posting on the Internet web page maintained by the New York

Liquidation Bureau at http://www.nvlb.org;

AND, sufficient cause having been alleged therefor and this Court having found the form
and method of the Notice specified herein to be the best notice practicable, it is hereby
ORDERED, that:
1. All persons and entities interested in P & G’s affairs and wishing to object to the
relief requested in the Petition, show cause before this Court at é_ O (e¥f Street,
New York, New York, IAS Part 2 7, Courtroom Z2%Y, on the = ' day of
O@M"“’l , 2011 at “ a.m., or as soon thereafter as counsel can be heard, why

an order granting the relief sought in the Petition should not be issued;



The Notice in the form annexed hereto be served: (a) by first class mail on
P & G’s American Policyholders; (b) to all other interested parties by publication
in Business Insurance following the issuance of this Order to Show Cause; and
(c) posting on the Internet web page maintained by the New York Liguidation
Bureau at http://www.nylb.org;
The form and method of service of the Notice specified herein shall constitute due
and sufficient notice of this Order to Show Cause, the Petition and the Hearing to
all persons and entities entitled to receive such notice;
Any person or entity wishing to object to the relief requested in the Petition must
serve a written statement setting forth the objections and all supporting
documentation upon the Conservator and file same with the Clerk of the Court
within 30 days of the Notice date. Service on the Conservator is to be made by
first class mail to the following address:
The Superintendent of Insurance of the

State of New York as Conservator

of Pacific & General Insurance Company Limited
110 William Street
New York, New York 10038
Attention: John Pearson Kelly, Esq.
With a copy to:
Ciifford Chance LLP
10 Upper Bank Street
London, E14 5JJ
Attention: David Steinberg, Esq
And another copy to
Clifford Chance LLP
31 West 52" Street

New York, New York 10019-6131
Attention: Jennifer DeMarco, Esq.



Unless this Court otherwise directs, no person or entity will be entitled to object
to the Petition or otherwise be heard, except by serving and filing a written
objection as described above, and that any person who fails to so object shall be
deemed to have waived any objections to the relief sought in the Petition, and
shall be barred from raising objections to the Petition in this or any other

proceeding.
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IN THE MATTER OF THE CONSERVATION OF
PACIFIC & GENERAL INSURANCE COMPANY LIMITED
Supreme Court County of New York
Index No.: 41406/88

NOTICE

On September 27, 1988, Pacific & General Insurance Company Limited (“P & G”) was
placed into conservation (the “Conservation Proceeding”) and the then-Superintendent of
Insurance of the State of New York, James P. Corcoran (and his successors in office), was
appointed conservator (“Conservator”) of P & G (*Conservation Order”). Pursuant to the New
York Insurance Law (“Insurance Law”) and the Conservation Order, the Conservator was given
the respongsibility of, among other things, conserving trust assets provided in connection with P
& ('s authorization to write business in the United States ("Trust Assets") consistent with Article
74 of the Insurance Law. The Conservator has submitted to the Court supervising P & G’s
conservation proceeding (the “Conservation Court™) a petition (“Petition”) seeking an order: (a)
approving a conservation agreement dated January 13, 2011 (the “Conservation Agreement”),
entered into between the Conservator and Ipe Jacob and Richard Graham White (“Office
Holders™) as scheme administrators of P & G's scheme of arrangement (the “Scheme of
Arrangement”); (b) authorizing the Conservator to distribute the Trust Assets to the Office
Holders in accordance with the Conservation Agreement; (c) discharging and releasing the
Conservator, his predecessors and successors in office, agents, attorneys and employees from all
further liability arising out of this conservation proceeding upon distribution of the Trust Assets
to the Office Holders, in accordance with the Conservation Agreement, and the filing of a final
report; and (d) terminating this conservation proceeding.

A hearing is scheduled on the Petition on 2011 at 9:30 a.m. before the
Supreme Court of the State of New York, County of New York at the Courthouse, [AS Part
Room , 60 Centre Street, New York, New York (“Hearing”). If you wish to object o the
Petition, you must serve a written statement setting forth your objections and all supporting
documentation upon the Conservator, Clifford Chance LLP and Clerk of the Court, within 30
days of notice. Service on-the Conservator and Ciifford Chance shall be made by first class mail
at the following addresses:

The Superintendent of Insurance of the
State of New York as Conservator
of Pacific & General Insurance Company Limited
116 William Street
New York, New York 10038
Attention: John Pearson Kelly, Esq.



With a copy to:

Clifford Chance LLP

10 Upper Bank Street

London, E14 5JJ

Attention: David Steinberg, Esq

And another copy to

Clifford Chance LLP

31 West 52" Street

New York, New York 10019-6131
Attention: Jennifer DeMarco, Esq.

By filing the Petition, the Conservator is seeking permission from the Court to approve
the Conservation Agreement. The Petition further provides that:

Pursuant to an order of the Conservation Court, the Conservator
is conserving the Trust Assets pursuant to insurance regulations and law
of the State of New York for the benefit of those persons protected by
the Trust Assets (“American Policyholders™).

Subject to the Conservation Court’s approval, the Conservator
and the Office Holders have, for the purpose of avoiding duplication of
effort and expense, entered into the Conservation Agreement by which
the Conservator will transfer the Trust Assets to the Office Holders for
distribution to the American Policyholders in accordance with the terms
of the Conservation Agreement and the Scheme of Arrangement.

The Conservation Agreement provides that the Office Holders
will maintain the Trust Assets for distribution to American Policyholders
through the Scheme of Arrangement so that they will receive a greater
benefit than if distributed through a separate conservation proceeding.

The Conservation Agreement provides that the values of all
American Policyholders® claims will be determined in accordance with
the Scheme of Arrangement and such determinations will be binding on
the Conservator.

The Conservation Proceeding will be terminated pursuant to the
Conservator’s application to the Conservation Court following the
distribution of the Trust Assets to the Office Holders and the filing of a
final report.



For this reason, all policyholders, creditors, claimants and other
interested parties in respect of P & G are advised to review all available
information and to protect their rights accordingly.

The Petition is available for inspection at the above stated addresses. In the event of
any discrepancy between this notice and the documents submitted to Conservation Court, the
documents control.

Requests for further information should be directed to the New York Liquidation
Bureau, Creditor Claims Department at (212) 341-6814,

James J. Wrynn

Superintendent of Insurance
of the State of New York as Conservator
of Pacific & General Insurance
Company Limited



SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

In the Matter of the Index No.: 41406/88

the Conservation of the Assets in PETITION
the State of New York of

PACIFIC & GENERAL INSURANCE

COMPANY LIMITED.
...................................... - e

James J. Wrynn, Superintendent of Insurance of the State of New York
(the “Superintendent”) in his capacity as conservator (the “Conservator”) of certain trust assets
(the “Trust Assets”) established by Pacific & General Insurance Company Limited (“P & G”), by
Dennis J. Hayes, Special Deputy Superintendent and Agent of the Conservator, hereby petitions
this Court, pursuant to New York Insurance Law (the “Insurance Law’.’) Article 74, for an order:
(a) approving the conservation agreement dated January 13, 2011 (the “Conservation
Agreement”), a copy is attached as Exhibit A, entered into between the Conservator and Ipe
Jacob and Richard Graham White in their capacity as liquidators (the “Office Holders™);
{b) authorizing the Conservator to distribute the Trust Assets to the Office Holders in accordance
with the Conservation Agreement; and (c¢) upon distribution of the Trust Assets to the Office
Holders, in accordance with the Conservation Agreement, and the filing of a final report, the
Conservator, his predecessors and successors in office, agents, attorneys and employees shall be
discharged and released from all further liability arising out of this conservation proceeding and
that this conservation proceeding shall be terminated. |

The Office Holders are in possession of P & G’s records and, pursuant to an Order dated
May 26, 2006 by a court of éOmpetent jurisdiction in England sanctioned a scheme of
arrangement pursuant to Section 425 of the Corporate Act 1985 of Great Britain (“Scheme of

Arrangement”), A scheme of arrangement 1s a binding set of rules that governs the winding-up



of an insurance company’s business. The Office Holders, as scheme administrators have the
fiduciary obligation to fix and determine all claims against P & G, including claims by American
Policyholders.

Once this Court approves the Conservation Agreement, the Conservator transfers the
Trust Assets to the Office Holders who then distribute said assets as prescribed by the
Conservation Agreement and the Scheme of Arrangement,

Background

1. P & @, an insurer that was organized under the laws of England, sought to write
excess and surplus line insurance policies in the United States. As a condition of doing business
in the United States, 11 N.Y.C.R.R. §§27.13 and 27.14 (“Regulation 417) required that P & G
establish a trust fund for the protection and benefit of the United States excess line policyholders
(i.e., American Policyholders).

2. Pursuant to a trust agreement dated November 22, 1978 (“Trust Agreement™), P &
(3 established a trust fund (“Trust Fund”) with Bankers Trust Company. The Trust Agreement,
pursuant to Regulation 41 and Insurance Law Article 74, is subject to the jurisdiction of the New
York court supervising the conservation of P & G.

3. Pursuant to the Trust Agreement, P & G placed $1,500,000 in trust at Bankers
Trust Company for the benefit of American Policyholders. American Policyholders possessing
valid claims for losses or return of unearned premiums with respect to P & G policies are entitled
to payment pursuant to the Scheme of Arrangement. American Policyholders are also entitled to
payment out of the Trust Assets pursuant to the Trust Agreement. As of May 31, 2011, the Trust

assets were valued in the amount of $2,494,056.



4, Pursuant to Regulation 41, the Trust Agreement provides that the Trust Assets
will be transferred to the Superintendent at the direction of a court of competent jurisdiction in
the event that P & G becomes insolvent.

5. On October 14, 1984, P & G was placed into provisional liquidation in England.
At that time, the English High Court of Justice (the “English Court™) appointed the then-Office |
Holders provisional liquidators and directed them to take possession of P & G’s books, records,
property and assets, and carry on P & G’s business. On November 15, 1985, an order for the
winding-up of the Company was made, the Official Receiver continuing as Provisional
Liquidator until January 29, 1986 when Maurice Withall (then a partner at Grant
Thornton UK LLP (“Grant Thornton”) was appointed liquidator of the Company.
Following Maurice Withall's retirement from practice, Michael Jervis, also then of Grant
Thornton, was appointed liquidator on February 5, 1999, Beth Rees then of Grant
Thornton was appointed as joint liquidator on July 27, 2001 and she was subsequently
replaced by Ipe Jacob on July §, 2003, On July 31, 2003, Richard Graham White of Grant
Thornton was appointed as joint liquidator in place of Michael Jervis.

6. By order entered September 27, 1988 (the “Conservation Order™), a copy of
which is attached hereto as Exhibit B, the Supreme Court of the State of New York, County of
New York (the “Conservation Court™), appointed the Superintendent Conservator and directed
him to take possession of and conserve the Trust Assets.

7. Pursuant to the Conservation Order, the Conservator took possession of the Trust
Assets and considered how to best identify, adjudicate and pay claims. For the reasons set forth
below, the Conservator has concluded that it is in the best inferests of American Policyholders

for the Office Holders to administer the adjudication and payment of claims payable out of the



- Trust Assets in accordance with the Scheme of Arrangement, which is described in paragraph 9
below.

8. The Conservator entered imto the Conservation Agreement, subject to Court
approval, with the Office Holders to avoid duplication of effort, minimize administrative costs
and maximize payments to American Policyholders with valid claims. Pursuant to the
Conservation Agreement, the Conservator will turn over the Trust Assets to the Office Holders
for distribution in accordance with the terms of the Conservation Agreement and the Scheme of
Arrangement. The Conservation Agreement further provides that the final adjudication of
American Policyholders’ claims by the Office Holders, will be binding upon creditors with
respect to the Trust Assets.

The Scheme of Arrangement

9. The Office Holders have decided to seek to implement the Scheme of
Arrangement between P & G and its creditors under section 425 of the Companies Act 1985,
English law provides the court appointed liquidators with the power to seek the implementation
of such schemes pursuant to their fiduciary duties as liquidators. On or about March 25, 2008,
the Office Holders served P & G’s creditors, including American Policyholders, with the Scheme
of Arrangement in its proposed form, the related explanatory statement and voting forms (the
“Proposed Scheme of Arrangement”).

10.  The Proposed Scheme of Arrangement provided creditors with information
regarding the: (a) procedures for adjudication and payment of claims; (b) resolution of disputed
claims; (¢) current financial status of P & G; and (d) notice of the creditors’ meetings scheduled
in accordance with Corporations Act 1985 Section 425 for the purpose of voting to adopt the

Prepared Scheme of Arrangement.



11. On June 9, 2008 P & G’s creditors adopted the Proposed Scheme of Arrangement.
By order dated June 26, 2008 (“Scheme of Arrangement Order™), a copy of which is attached
hereto as Exhibit C, the English Court sanctioned the Scheme of Arrangement.

Distribution to American Policvholders

12. The Trust Agreement provides, in pertinent part, that the Trust Assets shall be
used for the payment of American Policyholders claims in the event of P & G’s insolvency.

13, Pursuant to the Scheme of Arrangement, claimants with claims against an
insolvent insurer that are payable out of more than one receivership proceeding may receive
payment out of the insolvent insurer’s general assets if the payment percentage payable out of
the general assets exceeds the payment percentage in the other receivership proceedings. The
Scheme of Arrangement attempts to assure equity for creditors who receive payment from funds
that have been set asidel for their protection. The Trust Fund presently held by the Conservator
for the benefit of American Policyholders is such a fund. Upon approval of the Conservation
Agreement, the Office Holders will undertake to adjudicate the outstanding American
Policyholder claims against P & G in order to determine the total amount due to the American
Policyholders.

14, If the Conservation Agreement is not approved, the Conservator would not only
be required to adjudicate the outstanding American Policyholders claims but, payment of the
American Policyholders claims would be limited fo the Trust Assets alone without accessto P &
G’s general assets.

15, Moreover, the Conservator will incur duplicative claim adjudication costs and
other administrative costs that will erode a significant portion of the Trust Assets, which could
otherwise be used to pay claims and greatly reduce any distribution to the American

Policyholders.



Purpose and Effect of Censervation Agreement

16.  Although unlikely, the American Policyholders could receive payment at a similar
percentage rate as all other P & G creditors even if the Conservator adjudicates and pays claims
out of the Trust Assets separate and apart from the Scheme of Arrangement. However, the
Conservator’s adjudication and payment of claims would be very costly, deplete the Trust Assets
and decrease the assets available to all P & G creditors, including American Policyholders. This
cost is unnecessary because it would simply duplicate the Office Holders’ expense for the
adjudication and payment of the same claims. The elimination of the Conservator’s added
expense for adjudication of outstanding claims will enable the Office Holders to apply a greater
amount of the Trust Assets to the payment of claims. Therefore, American Policyholders will
receive a greater benefit from the Trust Assets if the Office Holders maintain the Trust Assets,
adjudicate claims and manage distributions to American Policyholders. '

17. The Conservator has reviewed P & G’s financial statements and a current liisting
of American Policyholders claims and concurs that the final distribution payable under the
Scheme of Arrangement will undoubtedly be higher than could be received out of the Trust
Assets alone. The Office Holders have provided the Conservator with an affidavit dated October
6, 2010, a copy of which 1s attached to the Conservation Agreement as Exhibit B, which states
that it is reasonable to expect that American Policyholders will ultimately receive a greater pro
rata distribution from the Trust Assets as a result of its distribution through the Scheme of
Arrangement than they would receive if the Trust Assets was distributed otherwise.

18.  Furthermore, the Office Holders administration of American Policyholders claims

in accordance with the Scheme of Arrangement does not prejudice American Policyholders,



19. = The Conservation Agreement, by eliminating duplication of effort and expense,
ensures that American Policyholders will receive the full benefit of the Trust Assets. In fact, the
Office Holders guarantee that American Policyholders will, in the aggregate, receive the present
value of the Trust Assets through distributions made in accordance with the Scheme of
Arrangement. See Exhibit A, Clause K.

Notice

20.  The Notice to be provided tfo American Policyholders is described in the
Conservation Agreement. Section 6 of the Conservation Agreement describes Conservation
Court approval of the Conservation Agreement and notice to the American Policyholders as
follows:

6.1 This [Conservation] Agreement shall not be effective until the
Agreement is approved by the Conservation Court.

6.2 The Conservator shall petition the Conservation Court for an order
approving the [Conservation] Agreement and terminating the
Conservation Proceeding in accordance with its terms. The petition
shall request that the Conservation Court schedule a hearing on his
petition for approval of the [Conservation] Agreement.

6.3 For the purposes of the abovementioned petition, the Conservator
shall notify the American Policyholders that he proposes to petition
the Conservation Court for an order, imter alia, approving the
[Conservation] Agreement. Such notice shall be in a form deemed
appropriate by the Conservator and approved by the Conservation
Court. For the purposes of delivering such notice to the American
Policyholders, the Office Holders shall provide the Conservator with
the name and address for service of each known American
Policyholder as held in the Office Holders' records at the date such
information is provided.

21, The Conservation Agreement is in the best interest of the American Policyholders

and should be approved. The Conservation Agreement will maximize the payments to be made



to the American Policyholders by eliminating unnecessary duplication of effort and

adminstrative expense.

22.  There has been no previous application for the relief requested herein,

WHEREFORE, the Conservator respectfully requests that this Court issue an order

providing that:

Dated: New York, New York

Junedd & 2011

The Conservation Agreement is approved and confirmed;

The Conservator is hereby authorized to distribute the Trust Assets to
the Office Holders in accordance with the Conservation Agreement;

Upon distribution of the Trust Assets to the Office Holders, in
accordance with the Conservation Agreement, and the filing of a final
report, the Conservator, his predecessors and successors in office,
agents, attorneys and employees shall be discharged and released from
all further liability arising out of this conservation proceeding and that
this conservation proceeding shall be terminated; and

For such other relief as is just.

oo Phln

Dennis J. Hayks =~ {/

Special Deputy Superintendent
and Agent of James J. Wrynn,
Superintendent of Insurance of
the State of New York as

Conservator of Pacific & General
Insurance Limited




STATE OF NEW YORK )
) 8s.:
COUNTY OF NEW YORK)

Dennis J. Hayes, being duly sworn, deposes and says:

That he has read the foregoing Verified Petition, and that the same is true to his
knowledge except as to the maiters therein stated to be alleged on information and belief and as
to those matters he believes it to be true; that the reason this petition is verified by this deponent
rather than by the Superintendent of Insurance is that deponent is the duly appointed Special
Deputy Superintendent in Charge and Agent of the Superintendent of Insurance as Conservator

of Pacific & General Insurance Company Limited and as such is acquainted with the facts

alleged therein.

Deponent further says that the sources of his information and the grounds of his
helief as to the matters to be alleged on information and belief are from or were derived from the
records, books and papers of said Pacific & General Insurance Company Limited in the

possession of the Conservator and communications made to deponent by employees of the

Dennis . Hayeﬁ/ ol

Special Deputy Superintendent
and Agent of James J. Wrynn,
Superintendent of Insurance of
the State of New York as
Conservator of Pacific &
General Insurance Limited

Conservator.

Swom to before me this

794, day of Feewte 2011

" Notary Public

IRINA GASTON
Commissioner of Deeds
City of New York No. 2-12204
Certificate Filed in Richmond County
Commission Expires June |,




EXHIBIT “A”



PACIFIC & GENERAL INSURANCE COMPANY LIMITED

Ipe Jacob and Richard Graham White
as Liquidators of Pacific & General Insurance Company Limited

James J. Wrynn
Superintendent of Insurance of the State of New York
as Conservator of Pacific & General Insurance Company Limited

CONSERVATION AGREEMENT




CONSERVATION AGREEMENT

Dated

, 2010

BETWEEN:

PACIFIC & GENERAL INSURANCE COMPANY LIMITED (the “Company”),
acting by

1)

2)

IPE JACOB and RICHARD GRAHAM WHITE, Liquidators of Pacific &
General Insurance Company Limited (the “Office Holders™); and

JAMES J. WRYNN, Superintendent of Insurance of the State of New York as
conservator of the Trust Fund deposited in New York by the Company (the

“Conservator’™).

WHEREAS:

(A)

(B)

©

It is intended that the Office Holders and the Conservator shall coordinate the
distribution of the Trust Fund (as hereinafter defined) deposited in New York
which is being conserved by the Conservator;

On October 14, 1984, upon petition of the English Secretary of State for Trade
and Industry to the English High Court of Justice, the Company was placed in
provisional liquidation, the Official Receiver being appointed as provisional
liquidator (“Provisional Liquidator™). On November 15, 1985, an order for the
winding-up of the Company was made, the Official Receiver continuing as
Provisional Liquidator until January 29, 1986 when Maurice Withall (then a
partner at Grant Thornton UK LLP ("Grant Thornton™) was appointed
liquidator of the Company. Following Maurice Withall's retirement from
practice, Michael Jervis, also then of Grant Thornton, was appointed liquidator
on February 5, 1999. Beth Rees then of Grant Thornton was appointed as joint
liquidator on July 27, 2001 and she was subsequently replaced by Ipe Jacob on
July 8, 2003, On July 31, 2003, Richard Graham White of Grant Thornton was
appointed as joint liquidator in place of Michael Jervis.

By order of the Supreme Court of the State of New York entered on September 27,
1988 (“the Conservation Order”) a copy of which Is annexed hereto as Exhibit A, the
Superintendent of Insurance of the State of New York was appointed Conservator was
appointed and directed to conserve funds in a trust established by the Company and



)

(E)

(F)

(G)

(H)

(1)

()

Bankers Trust Company (“the Trustee™) in accordance with a Trust Agreement dated
November 22, 1978 between the Company and the Trustee (the “Trust Agreement”),

On March 25, 2008, the Company .proposed a Scheme of Arrangement (“the
Scheme of Arrangement”) to its Scheme Creditors (as defined in the Scheme
of Arrangement) pursuant to Section 425 of the Companies Act 1985 of Great
Britain. The Scheme of Arrangement was approved by the Scheme Creditors at a
meeting June 9, 2008 and by virtue of an order of the English High Court of
Justice dated June 26, 2008, an office copy of which was delivered for
registration to the Registrar of Companies on July 7, 2008, the Scheme of
Arrangement became effective on July 7, 2008;

The Company, pursuant to 11 NYCRR Sec. 27.5 (now 11 NYCRR Sections 27.13
and 27.14), deposited the Trust Fund, which is made up of a letter of credit in the
amount of US$1,500,000 for the benefit of policyholders of American policies
(“American Policies”), as defined in the Trust Agreement (“American Policyholders™),
in order to sell surplus and excess lines insurance in New York and other states as an
unauthorized insurer;

The Trust Agreement provides, in part, that the Trust Fund shall be used for the payment
of claims for iosses under American Policies;

Pursuant to the Conservation Order, the Trustee delivered the Trust Fund to the
Conservator;

The Conservator has a fiduciary obligation to distribute the Trust Fund to American
Policyholders in accordance with Article 74 of the New York Insurance Law;

The Office Holders are in possession of the Company’s records, and, as Scheme
Administrator under the Scheme of Arrangement, is required to fix and determine all
claims against the Company, including claims by American Policyholders;

It is in the best interests of American Policyholders for the Conservator and Office
Holders to coordinate distribution of the Trust Fund and avoid duplication of effort

and expense;



(K) Mr. Jacob, one of the Office Holders, has, on his behalf and on behalf of the other
Office Holder, provided the Conservator with an affidavit that sets forth his
determination that it is reasonable to expect that American Policyholders will

ultimately receive a greater pro rata distribution out of the Trust Fund as a result of its

distribution through the Scheme than they would receive if the Trust Fund was

distributed otherwise. A copy of the affidavit is annexed hereto as Exhibit B.

NOW, THEREFORE, the parties hereto agree as follows:

1. DEFINITIONS

In this Agreement, unless the context otherwise requires or otherwise expressly

provides, the following expressions shall bear the following meanings:

1.1

1.2

13

1.4

1.5

1.0

“Agreement” shall mean Conservation Agreement in its present form
subject to any modification, term or condition which the Conservation Court
may think fit or impose in accordance with Article 6.

“American Policyholders” shali mean policyholders, as defined in the Trust
Agreement, of policies written by the Company which are covered by the
definition of “American Policy” in the Trust Agreements.

“Company” shall mean Pacific & General Insurance Company Limited
(incorporated in England under the Companies Act 1948 of Great Britain with
registered number 00843018,

“Conservation Court” shall mean the Supreme Court of the State of New
York, County of New York, supervising the Conservation of the Trust Fund.

“Conservation Order” shall mean the order of the Conservation Court
made on September 27, 1988 pursuant to which the Conservator was appointed
and directed to conserve funds in the Trust Fund.

“Conservation Proceeding” shall mean the proceeding pending in the
Conservation Court in respect of the Company under Index Number 41406/88.



1.7

1.8

1.9

1.10

1.11

1.12

1.13

1.14

“Conservator” shall mean James J. Wrynn, Superintendent of Insurance of the
State of New York and his successors in office as Conservator of the Trust
Fund.

“the Office Holders” shall mean Ipe Jacob and Richard Graham White
both of Grant Thornton, Grant Thomton House, Melton Street, Euston
Square, London NWI 2EP, England (or such other person who may be
appointed as Liquidator in accordance with English law), as Liquidators of the

Company.

“Trust” shall mean the Trust created pursuant to the Trust Agreement,

“Trust Agreement” shall mean the Trust Agreement between the Company and
the Trustee dated November 22, 1978 together with any amendments thereto.

“Tryst Fund” shall mean the funds and any proceeds thereof deposited by the
Company with the Trustee pursuant to the Trust Agreement which are now
subject to the Conservation Order.

“Trustee” shall mean Bankers Trust Company (n/k/a Deutshe Bank NA), a
banking corporation organized and existing under the laws of New York, and

having its principal offices at New York, New York.

Article and Section headings are inserted for convenience only and shall be
ignored in the interpretation of the Agreement.

In the Agreement, unless the context otherwise requires or otherwise expressly
provides, references to Articles and Sections shall be construed as
references to the Articles and Sections respectively of the Agreement.

CONSERVATION OF THE TRUST FUND

2.1

The Conservator shall maintain the Trust Fund in any manner permitted by
New York Insurance Law umtil he distributes the Trust Fund to the Office
Holders in accordance with Article 3.



3. DISTRIBUTION OF THE TRUST FUND

3.1

3.2

33

The Conservator shall distribute the Trust Fund to the Office Holders upon
either:

3.1.1 the Office Holders' submission to the Conservator of an affidavit,
supported by financial documentation as described in Section 5.1, that
establishes that it is reasonable to expect that all creditors, mcluding
American Policyholders, will ultimately receive a greater pro rata
distribution out of the general assets of the Company, which for the
purpose of establishing the proper ratio shall be deemed to include the
Trust Fund, than American Policyholders would receive solely out of
the Trust Fund with respect to claims for losses; or

3.1.2 the Office Holders' submission to the Conservator of an affidavit in
which Mr. Jacob deposes to the fact that one or more distributions to
creditors of the Company under the Scheme have been made out of the
general assets of the Company and that the sums so distributed to
American Policyholders will equal or exceed the value of the Trust
Fund.

In the event that the Office Holders determmine that American Policyholders
will receive a greater pro rata distribution solely out of the Trust Fund for their
claims for losses than all creditors of their class would receive out of the
general assets of the Company, which, for the purpose of establishing the
proper ratio, shall be deemed to include the Trust Fund, the Conservator shall,
subject to Section 3.1.2, distribute the Trust Fund to the Office Holders, as the
Conservator's agent, for distribution of the Trust Fund to the American
Policyholders, upon Mr. Jacob's submission to the Conservator of an
affidavit, supported by financial documentation as described in Section 5.1,
which sets out the final amount determined by the Office Holders to be due
for each claim for losses made by American Policyholders.

3.3.1 If the Conservator distributes the Trust Fund to the Office Holders
pursuant to Section 3.1, the Office Holders shall treat the Trust Fund
as general assets of the Company.
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3.3.2 1If the Conservator distributes the Trust Fund to the Office Holders
pursuant to Section 3.2, the Office Holders shall, subject to Section
4.6, use the Trust Fund solely for the payment of claims of American
Policyholders (in accordance with the final determiation of claims
submitted to the Conservator) and the Trust Fund shall not be {reated as
general assets of the Company and shall not be used for any purpose
other than as set forth herein.

4 DETERMINATION AND ADJUDICATION OF CLAIMS PAYABLE OUT OF
THE TRUST FUND

4.1

4.2

4.3

4.4

In the event that the Office Holders are unable to provide the Conservator with
evidence which satisfies the requirements of Section 3.1, the Office Holders
shall determine, in accordance with the definition of American Policy in the
Trust Agreement, whether creditors’ claims presented under the Scheme are
payable out of the Trust Fund.

The Office Holders shall, in accordance with the laws of their jurisdiction and
the terms of the Scheme, examine and fix all claims by American Policyholders
which are payable out of the Trust Fund.

Subject to Articles 3 and 5, the final determination, pursuant to the Scheme, by
the Office Holders regarding claims payable out of the Trust Fund shall be
binding on the Conservator, regardless of whether the Trust Fund is
distributed pursuant to Section 3.1 or 3.2. Until the Office Holders
submits to the Conservator evidence which satisfies the requirements of
Section 3.1 or Section 3.2, the Conservator shall refer to the Office Holders all
claims by American Policyholders and shall not make any distributions to
American Policyholders from the Trust Fund until the Trust Fund is
distributed pursuant to Section 3.1 or Section 3.2.

In the event that the Trust Fund is distributed pursuant to Section 3.1,
American Policyholders shall share in the distribution of assets by the
Office Holders in the same manner and to the same extent as all other
creditors.



4.5

4.6

In the event that the Office Holders declare a dividend prior to the distribution
of the Trust Fund, American Policyholders shall receive dividend payments out
of the general assets from the Office Holders in the same manner and to the same

extent as all other ordinary or scheme creditors.

In the event that the Trust Fund is distributed pursuant to Section 3.2
following the declaration of a dividend to the Company’s creditors under the
Scheme, the Office Holders shall reimburse to the general assets out of the
Trust Fund the total amount of the dividend paid to the American
Policyholders out of the general assets and any future dividend declared will
also be distributed to the American Policyholders. '

5. FINANCIAL DOCUMENTATION

5.1

The Office Holders shall support the affidavit to be submitted pursuant to
Sections 3.1 or 3.2 with such financial documentation as will enable the
Conservator to verify the Office Holders' conciusion. The following items are
examples of the types of documentation that will satisfy this requirement:

5.1.1 Any documents and information filed with the English High Court;
5.1.2 Current financial statements;

5.1.3 Auditor’s reports;

5.1.4 Actuarial reports and projections;

5.1.5 Policy runs which would list the name and address of the
policyholder, policy number, and the effective and cancellation date;

5.1.6 Loss runs for all creditors;
5.1.7 Loss runs which break down claims by American Policyholders;

5.1.8 List of claims allowed for payment;

7



5.1.9 List of disallowed claims;
5.1.10Claims files; and
5.1.11 Policy underwriting files.

The Conservator may, in connection with Mr. Jacob's affidavit in support of
his request for distribution of the Trust Fund, require that the Office Holders
provide some or ail of the documentation set forth in Section 5.1, or any
other available information, in connection with Mr. Jacob's affidavit in
support of his request for distribution of the Trust Fund if and insofar as 1t is
reasonably necessary to do so, taking into account the nature and extent of
the Office Holders' obligations hereunder.

6. NOTICE AND PETITION FOR COURT APPROVAL

6.1

6.2

This Agreement shall not be effective until the Agreement is approved by the

Conservation Court.

The Conservator shall petition the Conservation Court for an order approving the
Agreement and terminating the Conservation Proceeding in accordance with its
terms. The petition shall request that the Conservation Court schedule a
hearing on his petition for approval of the Agreement.

For the purposes of the abovementioned petition, the Conservator shall notify
the American Policyholders that he proposes to petition the Conservation Court
for an order, inter alia, approving the Agreement. Such notice shall be in a form
deemed appropriate by the Conservator and approved by the Conservation
Court. For the purposes of delivering such notice to the American
Policyholders, the Office Holders shall provide the Conservator with the name
and address for service of each known American Policyhoider as held in the
Office Holders' records at the date such information 1s provided.

7. GENERAL PROVISIONS

7.1

This Agreement shall be interpreted under and governed by the laws of the

8



7.2

7.4

State of New York.

Disputes arising out of the Agreement shall be resolved in the Conservation
Proceeding or, subsequent to termination of the Conservation Proceeding, in the
Supreme Court of the State of New York, County of New York. The parties
hereto consent to the jurisdiction of the Supreme Court of the State of New
York for the limited purposes of implementing, enforcing, and resolving
disputes arising out of the Agreement, and for no other purpose. The
Conservator shall not assert that the Office Holders, or any of them, or their
counsel, have waived any immunity afforded to the Office Holders by Title 11,
Section 305 of the United States Bankruptcy Code (11 US.CA. § 305) m
negotiating or executing the Agreement, in taking any action thereunder, or in
consenting or submitting to the jurisdiction of the Conservation Court or
making any appearance in that court for the limited purposes sef forth herein,

In the event that the Agreement is not approved by the Conservation Court, the
parties hereto shall be restored to the status quo ante except that the Conservator
shall not be lable for any expenses incurred by the Company or the Office
Holders, and the Company nor the Office Holders shall be liable for any
expenses incurred by the Conservator in connection with the Agreement.

Subject to Section 7.5, the Company, by the Office Holders, warrants that it
will defend, indemnify and hold harmless the Conservator, his past, present
and future employees, agents, successors and assigns from and against any and
all claims, counterclaims, demands, causes of action, judgments, liens, debts,
liabilities, costs, fees, disbursements, attorney fees (whether incurred under
salary, retainer or otherwise), expenses, damages, losses and injuries of any
kind, nature or description, known or unknown, suspected or unsuspected,
fixed or contingent, (save where arising out of fraud or dishonesty of the
Conservator or of any one or more of the other persons expressed to be
protected by the Company's warranty herein contained) (the “Liability”);
provided, however, (i) that this Section applies only to acts or omissions
causing Liability that occur after the Conservator distributes the Trust Fund to
the Office Holders pursuant to Section 3.1 or 3.2, and (ii) that the total amount
of indemnification granted under this Section is the lesser of (a) $1,500,000 or
(b) the amount of the Trust Fund held by the Office Holders at the time the
notice described in Section 7.5.1 1s given to the Office Holders.



7.5

7.5.1

7.5.2

7.5.3

If the Conservator becomes aware of any claim, threatened claim
or Hability in relation to which the Conservator or any other of the
beneficiaries of this warranty may seek to enforce the warranty, the
Conservator shall, as soon as reasonably practicable, give notice to the
Company by the Office Holders, with such details as are available to
him of the claim, threatened claim or liability (as the case may be) and
pass any additional information conceming the same to the Office
Holders as and when it is received, The Conservator shall, at the
request of the Office Holders, promptly provide the Office Holders
with copies of all relevant documentation and correspondence
concerning any such claim, threatened claim or liability (as the case may
be) which are in the Conservator's possession or control and which
the Conservator is entitled to provide to the Office Holders and the
Company shall, subject to its cooperation with any other indemnifier of
whom it is put on notice, be entitled to assume full control of the
matter, including the right to instruct attorneys and to conduct any
ensuing litigation in the name of the relevant beneficiary of this
warranty and on the beneficiary’s behalf.

If the Company should exercise its right conferred by this Section to
assume control of any claim, threatened claim or liability {as the case
may be), the Conservator shall not (and shall procure that the relevant
beneficiary shall not) take any step in relation to the conduct of the
same claim, threatened claim or liability (as the case may be) which
is materially inconsistent, or which otherwise materially interferes
with the Company in relation thereto and, in particular, shall comply
promptly with requests by the Company or the Office Holders for
documentation and correspondence pursuant to this Section. The
Conservator shall not (and shall procure that no other beneficiary
of this warranty shall) take any steps fo reach any agreement or
compromise with any third party which might give rise to a clamm by
the Conservator or by the relevant beneficiary against the Company
under this warranty without first obtaining the express written consent
thereto of the Company,

The Conservator shall (and shall procure that the relevant beneficiary
under this warranty shall) enter into such agreement or compromise with
any third party as the Company may direct for the purpose of
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compromising any claim by such third party against either the
Conservator or the relevant beneficiary under this warranty in respect of
which the Company is liable under this warranty.

7.6  The faiture of a party to the Agreement to enforce any of the provisions herein
shall not be construed to be a waiver of the right of such party to enforce any

such provisions.

7.7  Notwithstanding any other provisions of the Agreement to the contrary,
neither the Office Holders nor the Conservator shall incur any personal
liability hereunder. Obligations undertaken by the Office Holders under the
Agreement are limited to the value of the Trust Fund. No claim may be made
against the Company under the indemnity contained m Section 7.4 of the
Agreement later than six years and six months after the date of distribution of
the Trust Fund pursuant to Section 3.1 or Section 3.2 and at the end of such
period of six years and six months the said indemnity shall cease to have
effect except in reépect of any claim in respect of which written notice shall
have been given by the Conservator to the Office Holders before the end of such

period of six years and six months.

IN WITNESS WHEREOF these parties have executed the Agreement as of the latest date set
forth below:

James J. Wrynn

Superintendent of Insurance of the

State of New York as Conservator of

Pacific & General Insurance Company Limited

o nal s

Dennis J. Helyds U
Special Deputy Superintendent

o
Date: > Anuged !3Ir R0t

i1



Pacific & General Insurance Company Limited

I

ipe Jacob. 3
Liquidator

C LA .s\tap\f\ v Feregir

Witness /MMM\QW__.
ray o
Date: % /@’\ 1b’! lff}'ifﬁ L_/
{
2o/ 2/

By:
Richard Graham White
Liquidator

Witness

Date:
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EXHIBIT “A”



at the Triagl Parit 21 of the Supreme |
Court of the State of New York, !
County of New York, a% the
Courthouse, 60 Centre Street,
in the Borough of Manhattan,
City and State of New York, on
theazitﬁday of September, 1988.

HON. ALFRED M. ASCIONE

_______________________________________ ¥
In the Matter of Index o a1L4040/1%80
the Ppplication of ODDER OF CONERRTITION
JAUTZS FL. CORCQRAR, as Superintendent
nf Insurance of the State of Mew York,
Sy an nrder te take noseecggion of e
~roperty and to conserve the essets of
TS IRIO AND GEMERAL TRSURARCE COMPASY
CLIWITED
——————————————————————————————————————— }‘

The petitioner, JAMES P, CORCORAN, Superintendent ol

Insurance of the State of Mew York, heavince moved this Court for
an order to take possession of and conserve the Trust Fund of
PACIFIC AND GENERAL INSURANCE COMPANY LIFITED {*"PACIFIC™}, in

the State of New York and such motion having come on before

thic Court on the 19th day of September, 1%88;

n

NOW, upon reacding and filing the Order to Show Cause

"made on the sist 2@y of April, 1988 by Wr. Justice ALFRED K.

ASCIONE, ane of the Justices of the Supreme Court of the State

af New York im the First Judicial District, and the petiticn of




SO LIS

JAMES P, CORCORAN, Superintendent of Insurance of the State of
New York, verified the 1Bth dayv of 2pril, 1988 with exbibits
thereto, and proofl of service thereof by Realstered HMail Return
Receipt Requested on PACIFIC AND GENERAL INGSURANCE  COMPANY

LTD., Maurice Charles Whitsll, Esg., Liguidator o

[

PACIFIC, by
affidavit of BURTON GARRICK sworn to the 25th day of BApril,
151988, ang due preof of service upon Miller, E&inger, Railves &
T;Brandes, P,C. Attornevs for the Liquidater Ly affidavit of
‘BURTON GARRICE cworn te the 23tk day of Rpril, 1983, and due
Iprocf of =service upon BANKERS TRUST COMPANY by affidavit cof
AuRTons  GARRIEK

BERRRY—ISSER sworn to the 25%th day of Arril, 1%8g&, in support
thereof and it appearing to my zatisfsction that FACIFIC, iz &
corporation crganized apd eriesting under the Laws o the United
?Kingdom ardd licensed in the United Xingdom to conduct the
thusiness of insurance; that it wag not licensed to copdurt zuch
‘tusiness in  the State of HFew Vork; that PACIFIC issped
insurance policies cn an excess and surples lines bhasliz to
citizeng of New York State and has funds on deposit in Mew York
State in a Trust Fund with EBANKERS TRUST CCMPANY as Trustee,

for the bepefit of policvholders and others in the United

rhat said Trust Fund in the EState of New York 1is

(na

States

-

subdect to the Jurisdiction of this Court pursuant to article
174 of the Insurance Law of the State of Rew York; that said
icorporation is unable to meet its insurance obligations in the

istate of New York arpd that it is to the best interests of all

persons concerned that the Superintendent cf Insurance of tue



State of New York bLe cdirected to take nossessior of the Trust
Fund of said corporation deposited with BANKERS TRUST COMFPANY
within the Stabte of Mew ¥York and to connerve said brust to
protect United GStates policvholders, beneficiaries thereof and
claimants against policyvholders invelvina policiss written in
States where PRCIFIC did business as unauthorized insurer
subject to the [Lurther cirection o¢f this Court under and
pursuant to the provisions of the Insurance Law of the State of
New York and atter hearing the Hon., ROREFT ABRAMC, Attornesy
General of the State of New York in support of said motiorn and

TRSURANCE COHERNY

the

LIFITED, United Kingdom having sppeared hv bthe law firm of

noeppeziticn thereibo

s

Miller, 5inger, Raives & Brandes, ool oot
andé cue geliberation naving bheen had therson  and upon  the

~

} Court;

decision of inis
NOV, on mobion of Hon, ROBEDT ARRAMSE, Attorney General
of the State of New York, it is

URDERED, that the petiticr of JAFES P. CORCCRAIN, s5s

r3

Superintendent ©of Insurance of the State of New York and his
successors 1in office, as Superintendent of Insurance of the
State of New York, is hereby granteé and he 13 and they are
hereby authorized forthwith to take possession of ané to

conserve the Trust Fund deposited by PACIFIC, held hy BANKERS

a1l

THUST COMPANY, and to retalin =uch possesslionr and Lo conserve

sald Trust PFund until the further order ¢f this Coury; and 1t

ig further



tendent of

ir possas

jex’y

Iinsurance of the State

e mon T T .
n, that PACIPIC, to the Superirn-

herabky transtfers

cf Wew York the Trusht Fund

cion nf BEANKERS TRUST COMPLNY, to he held in Ltrust

by the Superintendent of Insurance c©f the State ¢f NYNew York,
Jountil such time thab the ILiguidetor acdiucicste 311 clairmg in

the States

insurer and

o

claims have b

where

forwarc

BACIFIC did businecss as an unauthorized

=
=

certified claimants whose

een allowed in the liguigdation proceeding at which

J%tjmm the Superinterdent of Insurance will make a cistribution
i
?éof the corpus to said claimants pursuant to Article 74 of the
:T"Surance f.aw oFf the State of HNew Yorb ournect to the Iurther
créor of this Court; and it iz further
ABRFRED, thet the odminictraztion of gha Truso Funt on
eposit with BAMNEERS TRUST COMPANY shall ne governed by the
rgreerent  dated Septerbher 9, 1988 duly I ; retwean the
:Liqujﬁator ané the Superintendent of Insurance of the Btate of
' New York; ord it is further
ORDERED, that formal notice of fhe making and entry of

e Order b

thisg
Conservator,
Directors of
“Puerto kico,

further

RDTE

T

jRie CVLG 3
ecnlyaercy and
sSopveraoy and

LS

of

e given by the 3Superintendent Insurance,

by mail to the Commismsioners, Superintendents,

Insurance of each State, District of Columhia and

and¢ DRAVKERS TRUST COMPANY, 25 Trustee; and it is
nED, that since the Liguidator is to notify z11
and claimantbs of PACIFIC of the order of in-
sirect all vergons having clalms against



Cpresent proot of claims with the Tigoifstor in

responcent to file proeof cf claims withk the .igunidator, the
Concervator is relieved of notifying all claimants and policy-
helders of thig Order; and it is furtner

ORDERED, that the noftice hereipabove prescribed irs
sufficient notice to &1} person interested in the
deposited with BAMNRKERS TRUST COMPARY by PACIFIC; and it is
further

QOFDERED, tha i1

T
[+l

ercons wno are Uniced States pelicy-

g

holders, beneficiaries and claimants againgt policyholders in-

volving policies written in States whers PACIFIT lc cuginess
se mn unautnorized insurer whoe have ciaims aozinst PRCOIFIO te

liguidetion proceeding at a place specifis=¢ in licuidetor’s
netice, and such Filing shall be Jesmed 2 timels mroef of oleim
in the conservation proceeding; and it iF further

GEDERED, that PACIFIC, ite officers, dlrectors, apock-

holéers, depceitories, trustees, attorneys, managers, agants,

end all otner

servante, emplovees, nolicyhelders and
persons having in the State of New York any property or records
belonging to said PACIFIC pertaining to the Trust rund on
deposit with BANEERS TRUST COMPANY, =@s Trustee, are hereby

directed teo assign, transfer and deliver to the Superintendent

-

of Insurance, as Conservator, and his successcrs in office, ali

l§

of such oroperty in whosoever name the fame Tay e, ang that

any persong, firms or cerporatione having any books, papers oOr



Concorvater, ov nis agents, for cyaminstion 2b 211 reasongh

records relating oo the said Trust Fund shall progerve the same

‘and submit them to the Superintendent <f Insurance as

times: and it is further

ORDERED, bhat PACIFIC, its officers, dlrectore, stock-

. helders, depositories, trustees, attorneys, m&nagers, agents,

cervants, emplovees, policyholders and creditors, anc all obher

persong, he and thev are hereby restrazined Irom the further

s |

transaction of business on behalf of =zaio corporation withi

the Gtate of New York or from dealing with or diszpogsing of the

State of Hew York, or frow deing or germitting fo e done any
spe e Drush o orostliow oo zofior the

obtaining of nreferences, Judgments, altbochupnte, carniohments

o7 other liens, or the making of any lavy 2gaingt o2l

while in the posseseion or control of the Superintendent of
Irsurancs, as Conservetor; and 1L ig fortheor

CRDERED, that the officers, directors, stockholders,
depositories, trustees, attorneys, managers, agenty, servants,

emplovees, policvholders and creditors of said PACIFIC, and all

an¢ regtrained

other persons he and they hereby are enici:
from bhringing or further presecuting in the State of WMew York
srv maction At law, suit in equitv, special or other proceedings,
against itg deposmitories, trustees or the Trust Fund on Jeposit

Wwith BANYTES TRUST OORPANY in the State of hNew York or the

£ agmrn e
State of Hew York,
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individually or ap Congervator, or from miving or oxacuting anvy
ievy or legal procesg within the State of Hew York upon szic
srpet or frowm in gny vaw ipnterferinm sitn the Sunerintencent of

tneurance of the State of Hew Yaork or his sugcoessors in office

T

he

ke

in his or r posgession, conbrol, consearvation and manacanant

und held by RANKERE TRUST COMPANY, ©r in the dig-

+
v

of the Trusg

of Mpw Yaorv and oanv

v

=
<

charge of the Ingurance Law of the ffa2

ather nrovision of the Insurance Law of the Stete of New York;

OFPDEPED, that JAMES P, CORCORAE, Synarintendart of Tn-

surance of tre Stete of Now vark, =2c Conservator, &nd hie
cuempesore in office T Sunerinterndenrs of  Inguyvapce  of  the

. s - > - - 3 3 N - - - - Ty g 1 5 e 3
crate of Few York, oo 2nc nE 35 And bhey ore horeby apthorizon,

lewes Lo sell, Tsejan @200

Af the stocks, bonde and cecurities iw nie morgResion or whiah

L mat kerezfear come into nis nosaession Delancing b0 DPROTETS, in

el

~enservarion, &t market price or petter, or when there ig ne

L the hest price ohtainsbie, at privete sele anc

kY

maryet

s

rice,

3

at such times and upon such termse and conditions as in his

discretion he deems for the heat interest of the pelicyhelders,

and creditors of PACIFIC, in congervation, anéd in furtherance
6f the conserveticn of the Trust rund on cencgeit with BANKERE
TousT COMPANY and that he bhe authorized, perritted and allowed

fa takae such steps ARG Lo meke and svecnte asuch agreements and

z¢ may be necessary to effect and carry oot such

o
oy
p
"
3
3
e,
D
"
o]

=
T

tyznefers and asgiarmente: and it is further
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EXHIBIT “B”



IN THE MATTER OF
PACIFIC AND GENERAL INSURANCE COMPANY LIMITED {IN LIQUIDATION)
AND

[N THE MATTER OF A SCHEME OF ARRANGEMENT UNDER THE
COMPANIES ACT 2006

AFFIDAVIT OF IPE JACOB

[, Ipe Jaccb, 4 licensed insolvency practitioner and consultant to the firm of chartered
accountants Grant Thornton UK LLP, 30 Finsbury Square, Moorgate, Londor, ECZP 2YU
WILL SAY AS FOLLOWS:

Introduction

L. I, together with my colleague, Richard Graham White, am a joint liquidator of Pacific
& General surance Company Limited {in liquidation) (the "Company"} Unless
atherwise stated, the facts to which { now depose are within my own knowledge and
are truc, Where not within my own knowledge, the facts 10 which I now depose are
frue to the best of my knowledge, information angd belief,

2. in this Affidavit, capitalised terms that are not otherwise defined herein bear the
meanings ascribed to them in the Scheme {as defined below).
3. The Company underwrote insurance and reinsurance business in the London Market

hetween November 1978 and October 1984, The principal business underwritten by
the Company in that time was direct insurance and Facultative and treaty reinsurance
for casualty, property and professional indernity risks mainly from the Uniled
Kingdom and North America,

4. On 14 October 1984, upon petition of the English Secretary of State for Trade and
Industry to the Baglish High Court of Justice {the "Court"), the Company was placed
in provisional liquidation, the Official Receiver being appointed as provisional
Hguidator ("Provisional Liquidator™). On 15 November 1985, an order for the
winding-up of the Company was made, the Official Receiver continuing as
Provisional Liquidator until 29 January 1986 when Maurice Withall (then a pariner at
Grant Thoraton UK LLP ("Grant Thornton”) was appointed liguidator of the
Company.



Following Maurice Withall's retirement from practice, Michae! Jervis, also then of
Girant Thomton, was appointed liquidator on § February 1999, Beth Rees then of
Gran: Thornton was appeinted as joint liquidator on 27 July 2001 and she was
subsequently replaced by me on § July 2003, On 31 Jjuly 2003, Richard Graham
‘White also of Grant Thornton was appointed as joint liquidator in place of Michael
Jervis,  Richard Grahams White and 1 shall hereinafier be referred to as the
"Liquidators”. '

Under Engfish law, the principal functions of the Liquidators are to collect in the
Company's assets, realise them and distribute them to the Company’s creditors and if
there is a surpius, to the other persons entitled to it.

The Scheme of Arrangement

On 25 March 2008, the Liguidatoss, on behalf of the Company, proposed a Scheme of
Arrangement {the "Scheme” which is attached as Annex 1 to this Affidavit) to the
Company's Scheme Creditors pursuant to Section 425 of the Companies Act 1985 of
Great Britain, Under the Scheme, instead of creditors being required to submit proofs
of debt for valuation under the applicable insolvency law, the claims of Scheme
Creditors would be established under the provisions of the Scheme (which provisions
would not ordinarily apply in @ conventional tiquidation) and distributions would be
made in respect of such established claims.

As set out in the explanatory statement sent to the Scheme Creditors, the Scheme:

{1y accelerates the establishment of the Company's liabilities by enabling
anliquidated claims to be quantified by the imposition of o Bar Date for the
submission of claims and an estimation process to vaiue unliquidated claims;

) enables ultimate distributions o be declared and paid by the Company to all
Scheme Creditors significantly earlier and in higher amounts than would be
the case if the liquidation of the Company were fo continue; and

ity allows the completion of the winding-up of the Company at a lower cost and
in a reduced timescale.

Under English law, a scheme of arrangement of the type implementad for the
Company is  compromise or arangement to take effect between a company and i3
ereditors (or any class of them), which becomes legally binding on all the creditors o
whorm it is intended to apply if:

(i) the necessary majority is number, representing three-fourths in value of the
creditors (or class of creditors), present and voting in person o by proxy,
vote in favour of it at a meeting convened with the permission of the Court
and

(i) the Courl subsequently sanctions the compromise or arvangemert and a copy
of the order of the Cowrt to that effect is delivered to the Registrar of
Companies for registration.



li.

The Scheme was approved by the Scheme Creditors at a meeting on ¥ June 2008 and
by virtue of an order of the Court dated 26 June 2008, an office copy of which was
delivered for registration to the Registrar of Companies on 7 July 2008, the Scheme
became effective on 7 July 2008 (the "Effective Date”) pursuant to Part 26 of the
Companies Act 2006 of Great Britain.

Pursuant to the terms of the Scheme, Scheme Creditors were asked to submit their
claims using & Claim Form and were given 130 business days from the Effective Date
to do so, i.e. the Bar Date for submitting claims was 9 January 2009, The Scheme
Creditors were asked to include the following details in their Claim Forms (some of
{hese detaits were completed by the Liquidators in the first instance):

0o details of Agresd Liabilities (being, generally, Scheme Claims where
fiability and quantum had been agreed by or on behalf of the Liguidators
prior to the Effective Date but which, for whatever reason, were not formally
adimitted to proof in the Hquidation of the Company as at the Effective Prats),

{if} detaiis of Outstanding Losses {being, generally, Scheme Claims which had
heen notified by a Scheme Creditor to the Liquidators prior to the Effective
Date bat had not, at that date, become an Agreed Liabilily);

(it details of the amownts due by each Scheme Creditor to the Company which
(a) had been notified by the Company to the Scheme Creditor prior to the
Effective Date and may or may not have been agreed by the Liquidators
prior to that date, or (b) which had been incurred but not reported to the
relevant Scheme Creditor by the Company, and

(v} details of Projected Claims, ie. liabilities which had been incurred bt not
reported to the Liguidators by the relevant Scheme Creditor.

Following the Bar Date, the Liquidators assessed the claims submitted for agreement.
Where appropriate, the Liquidators consulted the Scheme Actuary in connection with
information on Claim Forms and supporting evidence prior o their agreement or
determination.

In relation to Projected Claims and other claims which were not agreed prior o the
Effective Date, the Scheme contains an Estimation Methodology for the valuation of
such claims. For the purpeses of the application of the Bstimation Methodology,
Projected Claims were classified into the following seven categories:

i) asbestos claims arising from direct insurance and facultative reinsurance;
{if) asbestos claims arising from treaty reinsurance;
(iii} pollution clains arising from direct insurance and facultative reinsurance;
{iv) poliution claims arising from treary reinsurance;

b Sertion 425 of the Companies Act 1985, pursuant Lo which the Scheme was proposed by the Liguidators, was
raplaced by Part 26 of the Companies Act 2006 on 6 April 2008,

i)
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v health hazard claims arising from direct msurance and facultative

reinsSurance;
{vi) tealth hazard claims arising from treaty reinsurance; and
{vif) all other claims,

Each relevant Projected Claim was allocated to one of the above categories by the
Scheme Actuary and was then valued in accordance with certain criteria applicable w
that category under the Estimation Methodology. Full details of how this
methodology s to be applied is contained in the Scheme.

tinder the terms of the Scheme, Scheme Claims are discounted to 17 October 1984 to
reflect the ime value of money, The Scheme contains procedures for the independent
adjudication of dispuled claims by the Scheme Adjudicator.

As mentioned above, the Bar Date for the submission of claims by the Scheme
Creditors was § January 2009, The Liquidators have now agreed, in principle, each
Seheme Credifor's claim against the Company and would iike to pay Scheme
Creditors the amounts agreed as soon as possible. In terms of formal steps to be taken
before such payments can bg made, once the Liquidators have reconciied the
information they have on file with that supplied by the Scheme Actuary, they will
send formal Valuation Statements 1o cach Scheme Creditor setting cut that Scheme
Creditor's Estimated Scheme Claim being, peneraily, the amount of the claim a
Scheme Creditor has against the Company taking inte account that Scheme Creditor's
set-off rights against the Company (if any), Security Interests and the amount of any
non-insurance claim they may have, and then applying a discount to allow for the
time value of money back to 17 October 1984, Tach Scheme Creditor will then have
21 days to challenge its Valuation Staterent, which challenge may poly be made on
the grounds of manifest esror.

Onee the Conservation Court (as defined below) has decided how the Trust Fund s to
be distributed (as 1o which see paragraph 20 below), the Liquidators, having carried
out the additional calculations which will then be necessary, will confirm the amount
of the dividend eacl Scheme Creditor will receive from the Company pursuant to the
Scheme and will make such payments accordingly.

The Trast Fand

Dursuant o an agreement between the Company and Bankers Trust Company, now
known as Deutsche Bank N, A {thf "Trustee"}, dated 22 November 1978 (the
"Trust Deed”), the Company deposited certain funds with the Trustee (such funds,
together with any proceeds thereof, being the "rust Fund™), Pursuant o the terms
of the Trust Deed, the Trust Fund is to be used for the payment of claims under
policies held by the "American Policyholders” (as defined in the Trust Deed).

-4 -
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Pursuant to an order (the "Order™) of the Supreme Court of the State of New York,
County of New York, supervising the Conservation of the Trust Fund (the
wConservation Court”) dated 27 September 1988, the Trustee delivered the Trust
Pund to James P. Corcoran, then Superintendent of Insurance of the State of New
York, whe, pursuant to the Order, was appointed as “Conservator' and directed to
conserve funds in the Trust Fund. '

Distributien of the Trust Fand

Whilst the Conservator would ordinarily be responsible for distributing the Trust
Fund to the American Policyholders himself, with the Liquidators distributing the
other assets of the Company (the "Other Assets”) to all of the Company's
pelicyholders (including the American Policyholders) {"Scenario 2%, the Liquidators
believe that it would be more efficient and cost effective if the Conservator were 10
deliver the Trust Fund to the Liquidators for distribution by the Liquidators, together
with the Other Assets, to all of the Company’s policyholders (including the Amoricarn
Polioyholders) ("Scenario 1),

The policyholders which are not American Policyholders shall hereinafter be referred
to as the "Other Policyholders”. The Trust Fund together with the Other Assets shall
hereinafter be referved to as the "Pooled Assets®.

ft is the Liquidators' view that Scenario 1 wouid realise a higher dividend for both the
Atmerican Palicyholders and the Other Policyholders. in support of the Liguidators’
view. atiached as Annex 2 to this Affidavit are estimates of the dividends that would
be payable to the American Policyholders and the Cther Policyholders in Scenarie 1
and Scenario 2 respectively (the "Estimated Dividends"). The Estimated Dividend
in Scenario 1 is $0.25 for each $1.00 owed to the Company’s policvholders. The
Batimated Dividend in Seenario 2 is $0.20 for cach $1.00 owed fo the Company's
policyholders. As explained in paragraphs 23 to 30 below, there are several factors
which result in the lower Estimated Dividend in Scenario 2.

In Scenario 2, dividend distribution processes would need 1o be yun by both the
Congervator (in relation to the Trust Fund) and the Liquidators (in relation to the
Other Assets).  Running two such dividend digtribution processes would be less
officient that running a single dividend distribution process in relation to the Pooled
Assets, ag would be the case in Seenario |, and would therefore be slower and more
costly. A larger proportion of the Company's assets would be required to fund such
processes than would be necessary fo fund a single dividend distribution process in
Scenario 1, and therefore in Scenario 2. fewer of the Company's assets would be
available for distribution to the Company's policyholders, including the American
Policyholders.

The "hotchpot” rule

in Scenario 2, the Liguidators would need to apply the "hotchpot” rule when
caleulating the dividend to be distributed to the American Policyholders and the Other
pPolicyholders from the Other Assets. English commoen law has established the
principle that if a company is being wound up in an English Hguidation and also in a
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liquidation in a foreign country, a creditor who has proved and received a dividend in
the foreign liquidation may not receive a dividend in the English liquidation without
bringing into account fiis foreign dividend. The rationale behind the principle is o
ensure that the assets of a lguidation are, subject to prior claims such as liquidation
expenses, preferential debts etc., divided pari passu amonag the unsecured creditors
and avoid & creditor from “double dipping” in two sets of insolvency proceedings.
However, the "hotchpot” rule is not intended to penalise a creditor who has received 4
distribution in a foreign proceeding ~ merely to ensure that all creditors of the same
class are treated equally as far as the overall receipt of dividend disiributions is
concerned.

By way of example, in the present case, in the event that the American Policyholders
are paid out of the Trust Fund by the Conservator in circumstances where the Other
Policyholders can look only to the Other Assets as a source of distribution by the
Liguidators, the Liquidators would need to pay a smaller amount to the American
Policyholders vis-g-vis the Other Policyholders to ensure that the Other Policyholders
receive the same overall dividend out of the Other Assets as the American
Policyholders do out of the combination of the Other Assets and the Trust Fund.

Reductien in the value of the Trust Fund in Seenario 2

Before applying the "hotchpot” rule, the Liquidators would need to know the dividend
shat the American Policyholders are to receive from the Trust Fund. However, it may
be some considerable time before the Conservator is able to make distributions out of
the Trust Fund as the Conservator would first need to be appraised of and assess the
cleims of the American Policyholders and would then need to calculate and agree
with the American Policyholders the dividends payable with respect o such claims,
As set out in the US Assets' section of the Scenario 2 analysis in Annex 2, the value
of the Trust Fund would be reduced as a result of the costs incurred by the
Conservator in undertaking this work (which is fikely to include an application to the
Conservation Court for approval of his recommended course of action).  The
Liguidators consider that, in addition to the costs of the Conservator in this regard, it
is tikely that the Liquidators would be asked to assist the Conservator with certain
gueries relating to the American Policvholders' claims. Again, as sel out in the US
Assets' section of the Scenario 2 analysis in Amnex 2, the value of the Trust Fund
would be reduced a8 a result of the costs incurred by the Liquidators in this regard.

Reduction in the value of the Other Assets in Scenario 2

The Ligquidators consider that in addition to the reduction in the value of the Trust
Fund for the reasons described in paragraphs 26 above, Scenario 2 would result i a
reduction in the value of the Other Assels of the Company. As mentioned in
paragraph 24 above, in Scenario 2 the Liquidators would need to apply the "hotchpot"
rule before distributing dividends out of the Other Assets. The Liguidators are likely
1o make an application for directions to the Court with respect to the application of
the "hotchpot” rule. By way of explanation, under English law the Liquidators are
not permitied t apply the "hotchpot” rule where a creditor has received the proceeds
of a security realisation. The Liquidators would be likely to seek directions from the
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Court that they should apply the "hotchpot” ruie with respect 1o the American
Policyholders’ claims, i.¢. to obtain confirmation. from the Court that the American
Policyholders are not to be treated as secured creditors,

In addition to the Court application referred to in paragraph 27 above, the Piquidators
would be likely to make an application to the Court with respect to the delay in
making paymesnts to Scheme Creditors in Scenario 2. By way of explanation,
sanctioning the Scheme the Court would have considered the Liguidators’ assertions
that the receipt of dividends by Scheme Creditors under the Scheme would be
expedited, compared fo the likely timing of the receipt of dividends in a conventional
liquidation. As mentioned above, in Scenario 2 the Liquidators would not be able to
pay a final dividend to the Scheme Creditors out of the Other Assets until the imount
of the dividend distributed to the American Policyhoiders out of the Trust Fund by the
Conservator has been confirmed.  Given the basis on which the Scheme was
sanctioned by the Court, the Liguidators would want the Court to acknowledge and
approve the considerable detay in paying dividends under the Scheme in Scenario 2.
Tn addition, whilst the Liguidaters would not be able to pay final dividends to the
Seheme Creditors for the reasons discussed abeve, they may wish to pay an interim
dividend o the Scheme Creditors. The Liquidators would be likely to seck directions
on this point at the same time as seeking the Court's approval for the delay in making
final distribusions. The 'Other Assets' section of the Scenario 2 analysis in Amnex 2
shows the amounts by which the Liquidators anticipate the value of the Other Assets
would be reduced as a result of the Court applications discussed in this paragraph and
paragraph 27 above.

The Liquidators anticipate that the value of the Other Assets would be further reduced
i Scenaric 2 as a result of the Liquidators having to stay the liquidation of the
Company and the final payments under the Scheme whiist the Trust Fund is
distributed by the Conservator. Such costs are likely to include:

) Liquidators’ fees;

(il costs incurred in contacting the Scheme Creditors to update them oo
developments regarding the distribution of the Trust Fund;

(iii) costs incurred in dealing with any queries that may resuit {rom the update
referred to iy (i) above;

{iv) costs mcurred in deating with the Creditors' Committee {the Liquidators had
agreed a Scheme Budget with the Creditors' Comupittee and will need 1o
revisit tis in light of the likely increase in cosis in Scenario 2J;

) fees incurred by legal advisers;

{viy fees incurred by third party vun-off agents in keeping the records up to date;
{if} fees mcurred by scheme consultants; and

{viii) general administration costs.
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The 'Other Assets' section of the Scenario 2 analysis in Annex 2 shows the amouis
by which the Liquidators anticipate the vatue of the Other Assets would be reduced as
a result of the incurrence of the additional costs referred to in paragraph 2% above.

Timing of payments to policyholders

The Liguidators believe that a key benefit for policvholders of a single consolidated
administration is that policyholders will receive their money sooner than under two
separate administrations.

Conclusion

The Liquidators believe that a single consclidated administration and distribution
would be more cost effective by efiminating redundancy of effort and costs and would
result in quicker and greater pro-rata distributions to creditors.

I believe that the facts stated in this Affidavit are true.

Signed... .
IPE JACOB

R T306053-v3 . 8. H-AGI93081



ANNEX 1



i g L MBS S IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

S g e any douht s 10 what action you should take. you should consult your insurance of

*gekieiane e hroker or other nrofessional adviser without deiay.

fir an oo our o ensure that hrokers are in a position 1o advise their clients as to the action
ey bkt ke, w copy of this document has been sent o brokers nelieved t© he currently

vl el with the husiness originaily placed with P&G.

§ wither copies of this document can be obtained from Grant Thornion at the address on page i

o tront (e wehsite at www  gt-pandg.com.

PROPOSAL IN RELATION TO
A SCHEME OF ARRANGEMENT
pursuant to Section 423 of the Companies Act 1983
helween
PACIFIC & GENERAL INSURANCE COMPANY LIMITED (IN LIQUIDATION)
and its
SCHEME CREDITORS

(as defined in the Scheme of Arrangement)

A meeting of Scheme Creditors o consider and. if thought fit, approve the Scieme of
Arrangement will be held on 9 June 2008 commencing at {2 noon {London time) at the
Chartered [nsurance institute, 20 Algermanbury, London EC2V 7THY, United Kingdom. Notice

of this meeling 1S set OUL 01 PAges 66 to A7 of this document,

The action required to be taken by you is set out on pages 8 © 10. Whether or not you intend (o
be present at the meeting. you are requested (o complete and remrn the Voting Form enciosed
with this document in accordance with the notes and inStructions accompanying il 4s soofn &s
possible and at the latest by 3 p.m. (London timey on 6 June 2008,

28 March 2008 {
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KEY DATES AND INFORMATION

i, Key Information

Meeting of Scheme Creditors 9 June 2008

Registration [0 a.m. (London time)

Location Chartered Insurance Institute
20 Aldermanbury
London EC2V THY
Untted Kingdom

Chatrman's address 12 noon (London rime}

Scheme Creditors are strongly urged
to arrive at the piace fixed for the

meeting no later than 11,15 a.m.
{GMT) and in any event 1o register
and he present immediately prior to
the commencement of the meeting o
hear the Chairman's address

Muajority  required 1o effect  the A nujority in number representing ar least
Schenme 75% in value of Scheme Creditors voting

Estimated date of court hearing to 26 June 2008
sanction the Scheme

Estimated Effective Date 30 June 2008

Estimated Bar Date 31 December 2008

Estimated Final Substuntive Closure 31 December 2009
Distribution Date

Potential dividend 10%

Liquidators Ipe Jacob and Richard Grahamn White
' Grant Thornton UK LLP
3G Finsbury Square
Moorgare
Landon EC2P 2YU
United Kingdom

Legal advisers 10 the Liguidators Clifford Chance LLP
10 Upper Bank Street

London

El4 54
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United Kingdom

Prospective Scheme Actuary Simon Sheaf
Grant Thornton UK LLP

30 Finsbury Square
London EC2P 2YU
United Kingdom

Prospective Actuarial Adjudicator Steve Mathews
EMB Consultancy LLP
Saddler Court
67-74 East Street
Epsom. Surrey
KT17 IHB
United Kingdom

2, Court hearing

On 17 January 2008, the Court directed that a meeting of Scheme Creditors as set out
in paragraph | of this section be convened and, for that purpose, this document be sent
o all persons who are, or who we have reason to believe, dre Scheme Creditors at
their last known address where that information is hetd.

3. Key Dates

Whether or not vou mtend 1o be physically present at the meeting, Scheme Creditors
are requested to complete and return to the address shown below the Voling Form
enclosed with this document in accordance with the instructions printed on the form
and the guidance notes by 5 p.m. (London time) on 6 June 2008.

The address for the return of any Veting Form is:

The P&G Liquidators

¢/o Michael Tolhurst

LCL Insurance Service Limited
Cornhill House

32 Cornhill

London

EC2ZV 38G

England

United Kingdom

1t is estimated that the Effective Date of the Scheme will be 30 June 2008, shortly after

the courl hearing referred to in the previous sections.
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The Liquidators must have received from Scheme Creditors properly compieted Claim
Forms by the Bar Date if such Scheme Claims are to be eligible for receiving payments
in respect of such claims under the Stheme. Scheme Creditors who elect to use their
Voting Form as thewr Claim Form {except i relation (0 estimates of Projected Claims)
wili not be required to submit a separate Claim Form. The Bar Date is expected 10 be
on or around 31 December 2008, The exact definition of the Bar Date 5 set out on
page 98 of this document.  Details of the Bar Date and the Scheme's Effective Date
will be published in the following newspapers and journals: The Financial Times
{United Kingdom and international edition). Insurance Day, The Wall Street Journai

and Business Insurance.

Creditors should note that, apart from the date of the meeting of Scheme Creditors which is
fixed, the dates set out above are only estimates and. accordingly may be subject o change.
The Liquidators will do their hest to bring the exact dates to the auention of Scheme
Creditors, including by posting them on P&G's website www at-pandg.com.
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IMPORTANT NOTICE

This document has been prepared in connection with a proposal in relation o a scheme of
arrangement (the "Scheme™) pursuant (o Section 425 of the Companies Act 1985 between Pacific
& General Insurance Company Limited (in Liguidation) (“P&G") and its Scheme Creditors {as

defined in the Scheme).

The information contained in this docurmnent has been prepared by Ipe Jacob and Richard Graham
White in their capacity as Liguidatars of P&G {the "Liquidaters”) based upon information

available to them.

The statements, opinions and information contained within this document are made, held or
given, respectively. as at the date of this docurnent unless another time is specified and such
statements, opinions and information are made, held or given solely by or on behalf of P&G,
Service of this document shall not give rise to any implication that there has been no change in
the facts set oul in it since such date.

Nothing contained in this document constitutes an admission of any fact or liability on the part of
P&G or us or any other person iri respect of any asset to which it may be entited or any claim
agamst it. No estimate of the amount of any c¢laim against P&G specified in the voting form
returned o PEG or any other parly, or oiherwise provided for voting purposes, shall be
admissible against P&G, or shall be tken into accoent in calculaling payments under the
Scheme. Any such estimate shall only be used tor voting purposes at the meeting of Scheme
Creditors 1o consider the Scheme.

The summary of the principal provisions of the Scheme and relaled matters contained herein is
qualified in U8 entirety by reference (o lhe Scheme Hself, the el ext of which is set cut on
pages 12 to 65. Scheme Creditors are advised to read in full and consider carefully the text of
the Schemne,

No person has been authorised to make any representation, whether aral, WTillen, express or
implied, concerning the proposed Scheme or P&G. which is inconsistent with the statements
contzined within this document. Consequently, if such representations are made, they should not
be relied upon.

Although great ctfort has been made 10 ensure its accuracy, we are unable to warrant or
represent Lhe accuracy of the informalion contained herein, Neither Simon Sheal as the
proposed Scheme Actuary, nor any members of the Commitee of Inspection of P&G, nor Steve
Mathews as the proposed Aciarial Adjudicator, is respensible for the information contained in
this document.

Scheme Creditors should not construe the contents of this document as legal, tax, {inancial or
other professional advice. Each Scheme Creditor should consult its own professional advisers as
to the legat, 1ax. financial or other matters relevant Lo the action it should take in connection with

the Schemne,
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Part A Explanatory Statement

{in compliance with Section 426 of the Companies Act 1985)

in relation to a

SCHEME OF ARRANGEMENT

between

PACIFIC & GENERAL INSURANCE COMPANY LIMITED (IN
LIQUIDATION)

and its

SCHEME CREDITORS

(as defined in the Scheme of Arrangement)
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'™ GrantThornton

25 March 2008

To:  The Creditors of
Pacific and General Insurance Company Limited (in Liquidation)

Dear Sirs
Pacific and General Insurance Company Limited (in Liguidation) ("P&G"

This document contains informuation about a proposal for a scheme of arrangement (“the

Scheme") between P&G and its creditors.

The Company is an insurance company incorporated in England. We believe that you may be a
creditor of P&G and so may be entitled to vole or the Scheme. However, receipt of this
document does not necessarily mean that you are owed, or ever will be owed, anything by P&G.

Thepurpose of this Explanatory Statement is to explain the effect of the Scheme, for which we
propose (o seek the sanction-of the High Court of Justice of England and Wales (the "Court™)
sublect 0 the necessary majorities of votes in favour of the Scheme having been obiained at a
meeting of creditors convened (o consider the Scheme. Creditors should read the whole of this
document before deciding what action 1o take. Certain expressions used in this Expianatory
Staement are set out in the glossary to the Scheme on pages 98 to 163 of this document.

1. Background

1.1 The Company was incorporated in England and Wales on 26 March 1965 as a private
fimited company and underwrote insurance and reinsurance business in the London
Market until Ociober 1984. 1t remained dormant until July 1978 when it was granted
authorisation (o trade as an insurance company by the Department of Trade and Industry
{the "DT1"). The Company was authorised to carry on general insurance business, with
the exception of motor business, in the United Kingdom.

.2 The present authorised share capital of P&G s £3.225,000 divided into 3,225,000
ordinary shares of £} each, of which [.567,34] are issued and fully paid up. The
Company's largest shareholder, with a holding of 76.7% of the shares in P&G, was
Pacific American Insurance Company, a company mcorporated and registered in
Delaware, USA; its affairs have been closed by the Delaware Rehabilitation &
Liquidation Bureau and it has since been dissolved. The other shareholders are United
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32

Friendly Insurance [imited with a holding of 5.7%. and various individuals (with a
holding of 17.56%). ncluding R.D. Turney with a holding of 6.1%.

P&G commenced underwriting in 1978 and wrote lines on approximately 4,500 slips from
November 1978 o October 1984, The princmpal types of business underwritten by P&G in
that thre were direct insurance, faculrative and ireaty reinsurance for casualty, property
and professional mdemnity risks mainiy from the UK and North America.

On 17 October 1984, the DTI presented a winding up petition in respect of P&G and the
Official Receiver was appointed provisional liquidator of P&G. Despite atrempts to save
the business, P&G was placed into compulsory fiquéda{ion on 5 November [985.

By order of the Court made on 29 January 1986, Maurice Withall of Grant Thornton UK
_LP ("Grant Thornton") was appoinied liguidator of P&G and, following Maurice
Withall's retirement from practice, Michae! Jervis also of Grant Thomton was appointed
liquidaror on 5 February 1999, Beth Rees of Gran Thornton was later appointed as joint
liquidator on 27 July 2001 and she was subsequently replaced by Ipe Jacob who was
appointed on & July 2003, On 3] Juty 2003, Richard Graham White was appointed as

Jotnt liquidator in place of Michael lervig.,

On the basis of the information currently available, we consider that P&G's assets are
msufficient to meet all of its Habilities, including future and contingent amounts, so that
P&G is insolvent. On present information, we consider any dividend would be in the

region of 10 per cent.
What is a scheme of arrangement?

Under English law, a scheme of arrangement of the kind proposed by us is a compromise
or drrangement provided for by Section 425 of the Comparies Act 1985, (0 take effect
between a company and its creditors (or any class of them}, which becomes legally
binding on all the creditors to whom it is intended to apply if:

* the necessary majority in number, representing three-fourths in value of the
creditors {(or class of creditors). present and voting in person or by proxy, vote in
favour of it at a meeting convened with the permission of the Court; and

* the Court subsequently sanctions the compromise or arrangement and 2 capy of
the order of the Court to that effect is delivered to the Registrar of Companies for

registration.
Why a scheme of arrangement?

Under the Scheme, instead of creditors being required to submit proofs of debt for
valuation under the Applicable Insolvency Law, the claims of Scheme Creditors will be
estabiished under the provisions of the Scheme and distributions made in respect of such

established claims.

We believe that such a Scheme berween P&G and &ts creditors is preferable 10 the proof of
debt procedure applicable in a conventional liquidation and has significant advantages for
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the Scheme Creditors. The Scheme is proposed in order to create provisions that would
not ordinarily apply i a conventional liquidarion, iherehy allowing creditors to henefit

from the advantages that arise as a result.
Why the proposed Scheme?
The cut-off or "estination’ procedure which we are proposing in the Scheme will:

* accelerate the establishment of P&G's Habilities by enabling uniiquidated claims
o be quantified by the imposition of a Bar Date for the subrission of claims and

an estimation process to value unliquidated claims;

* enmable ulimate distributions w be declared and paid by P&G to all Scheme
Creditors significantly earbier and in higher amounts than would be the case if the

run-off of P&G were to continue: and

* allow the completion of the winding-up of P&G at a lower cost and in a reduced

timescale.
What are the advantages and disadvantages of the proposed Scheme?

We consider that the Scheme is advantageous 10 Scheme Creditors for the fotlowing

TEAsuNs;
(a) Payment happens earlier

The determmation of all Scheme Claims will lead to the assets of P&G being
paid out o Scheme Creditors significantly earlier than would be the case if
claims were adjudicated on in liquidation or if the business was allowed t0

continue in run off,
{b) Reduction in run-off costs

Costs, including our costs and those of our tegal and actuarial advisers will be
substantially reduced. In the short term, it is expected that there will be an
nerease in cosis as a result, inter alia, of increased claims processing.
Thereafier, however. costs will reduce as the period of the fiquidation and run-

off is truncased.
{c) Simplified claims valuation process

The Scheme will provide a practical and cost-effective process for agreeing all
present and future Scheme Claims including by use of a transparent Estimation
Methodotogy.  The Estimation Methodology is set out in Appendix F of the
Scheme on pages 81 t0 90. The FEstimation Methodology. which has been
developed by the Scheme Actuary, provides Scheme Creditors with detailed
guidance on how Projected Claims shall be caleulated and supported for marny
specific classes of husiness.
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5.2

5.3

5.4

(e Efficient adjudication process

In the event that agreement cannot be reached in relation 1o a Scheme Claim, the
Scheme provides for the tinal and binding determination of that Scheme Claim in

4 fair and efficient manner.

Scheme Creditors should also be awure of the following potential disadvantages in

considering the Scheme:
{a) Claims emerging post Bar Date

Earlier closure may work to the disadvantage of certain Scheme Creditors who,
whilst having no valid claim currently. may, through a change in circumstances,
legislation or information, have a ciaim which emerges post Bar Date. It is,
however, open for any Scheme Creditor in this situation to request that the
Scheme Actuary value its Projected Claim prior to the Bar Date. [t is relevant

note that the fust policies were written in 1984,

ih) Losses of privilege

Farlier closure and the requirement to submit a claim before the Bar Date may
aiso be 10 the disadvamtage of potential Scheme Creditors engaged in third party
iitigalion who believe the position they are sustaining in that litigation may be
undermined by them submitting & claim in the Scheme, given that the amount of
such clain may be discoverable by the third party in the litigation.

() Estimation

The Scheme has been designed to deal with Scheme Claims as accurately and
fairly as possible. However, the process wilt result in certain Scheme Claims
being estimated, which creates the risk that Scheme Creditors may receive a
different amount (either more or less) in respect of their Scheme Claims than
wauld have been the case had P&G's business been run off in the traditional

way.

These are the main advantages and disadvantages of the Scheme for Scheme Creditors
identified by us. It is impossible, however, 1o address each Scheme Creditor's individual
circumstances, with the result that it is impossible to regard the advantages and
disadvantages referred to above as exhaustive, Each Scheme Creditor is therefore advised
to make its own assessment of how the Scheme would affect it

Under the terms of the Scheme, Scheme Claims will be discounted o [7 October 1984 1o
reflect the time value of money, This will result in the value of some Scheme Creditors’
claims being greater or less than they may be expecting. Whilst discounting could
substantially reduce the gross volume of clajms that have developed since 17 October
1984, the outcome for creditors wilt be o maimain equity between them on dividend.
Notwithstanding that the valuation process under the Scheme is necessarily an inexact
science, which will result in some Scheme Creditors receiving greater and some less than
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what they would have received had the normal run-off continued. we consider thai the

advantages referred 10 above significantiy outweiph these disadvantages.
Are you affected?

The Scheme is proposed hetween P&G and its Scheme Creditors, being creditors in
respect of any claim arising out of « lability to which P&G was subject on the Petition
Date or to which it became subject thereafter by reason of an obligation incurred before
the Petition Date, except any claim which is a Preferential Claim, a Liquidation Expense,

or the claims of Protected Policyholders.
What is the position of Protected Policyholders?

Protected Policyholders have been exciuded from the Scheme on the basis that Protected
Policyholders are entitled, by virwe of P&G being in Hquidation, to protection under the
Poticyholders Protection Act in respect of Protected Liabilities owed by P&G to such

Protected Policyholders.

Whether or not you are entitled to protection under the Policyholders Protection Act is
ultimately between vou and the FSCS and aothing in this document is to be taken as an
acceptance or admission by the FSCS that you are entitled to protection under that Act.

Definitions of "Protected Policyholder” and "Scheme Creditor” are set out in the glossary
to the Scheme on pages 101 and 102 of this document. If you are in any doubt whether
you are a Scheme Creditor or a4 Proected Policyholder, vou sheuid consult your pwn

fegal adviser without delay.
Whom does the Scheme bind?

Once the Scheme becomes effective. it will bind P&G and its respective Scheme Creditors
(including the FSCS). The Scheme will not bind Protected Policyholders.

When does the Scheme become effective?

The Scheme will become effective onty if the requisite statutory niajorities are obtained at
the meeting of Scheme Creditors of P&G summoned to consider the Scheme and the
necessary court order is obtained and delivered for registration to the Registrar of
Companies. Fiting of the relevant documents will be carried out as S00n as practicable

after the Court hearing.
What happens after the Scheme becomes Effective?

Once the Scheme becomes effective. we will give notice 1o each Scheme Creditor at its
iast known address in writing and by advertisement that the Scheme has become effective,
stating the Bar Date and calling for all Scheme Creditors (o complete and return their
Claim Forms prior to the Bar Date. We will have sert Claim Foarms to Scheme Creditors
for whom we have verified contact details 4 CD centaining their Claim Forra and Claim
Form Guidance Notes prior (o the Effective Date.
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10.4
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The Claim Form. when sent 10 a Scheme Creditor hy us, will contain, 1o the extent
ascertairable from P&G's records o sumimary of that Scheme Creditors' policies, Agreed
Liabilities. Ourwards Unpaid Losses and Outwards Quistanding Losses. The Claim Form
will not mclude any information about a Scheme Creditor's Projected Claims or
Ouistanding Losses. However a Scheme Creditor who wishes to assert a Projected Claim
should indicate in the refevant section of the Claim Form that it wishes the Seheme
Actuary 1o value its Projected Claim.  Scheme Creditors who do not have any Agreed
Liabifities. any Outwards Unpaid Losses, or any Outwards COurstanding Losses, will he

senta CD containing a blank Claim Form to complete.

The deadiine for submiting Clatm Forms and Supporting Information is the Bar Date.
Scheme Creditors must submit a Claim Form and full Supporting Information to us so as
to be received by them betore the Bar Date in order for their Scheme Claims which are
not, at the Effecuve Date, Agreed Liabilities to qualify for payments under the Scheme,
Scheme Creditors who fail o do so wili only receive distributions under the Scheme to the
extent the records of P&G show that such Scheme Creditor has Agreed Liabilities (net of
set-off) which are set out on the Claim Form made available or sent to them by us. In the
event of a failire o submit a properly completed and supported Claim Form and
Supporting. information by the Bar Date, the value attributable to such Scheme Creditors’
other Scheme Claims, including Outstanding Losses and Projected Claims, shall be nil,
unless the Scheme Creditor has elected to use irs Voring Form as its Claim Form as

described in paragraph 10.4 below.

Except in relation o Projected Claims. a Scheme Creditor can elect 1o use its Vating
Form as its Claim Form thus avoiding the necessiry of compleling a separate Claim Form.,
Scheme Creditors wishing to assert Projected Claims must submit 2 Claim Form with
Supporting Information 0 us by the Bar Darte.

On receipt of a Scheme Creditor's submitted Ciaim Form(s) and Supporting Information,
we will endeavour to agree that Scheme Creditor's Notified Scheme Claim with that
Scheme Creditor.  The process of establishing the value of a claim under the Scheme will
include an assessment by the Scheme Actuary of the element of discounting to be applied
to the claim in order to reflect the 1ime value of money.

Any Notified Scheme Claim (except a Projected Ctaim) which is not agreed between the
Scheme Creditor and P&G within the timescales set out in the Scheme will be referred fo
a Scheme Adjudicator as 2 Disputed Matter. The Scheme Adjudicator will make a final
determination in respect of each Disputed Mauer referred to him in accordance with the
dispute resolution procedure set out in the Scheme. The Scheme Adjudicator’s decision
will be final and binding on P&G in so far as the law allows and the Scheme Creditor and

there wilt be no right of appeal.

Projected Claims will he determined by application of the Estimation Methodology
contained in the Scheme. Disputes in refation o the Scheme Actuary's application of the
Estimation Methodology not resoived within the timescales set out in the Scheme shall be
referred to the Actuarial Adjudicator, who shall determine whether the Scheme Actuary
correctly applied the Estimation Methadology. The Actuarial Adjudicator's decision wiil
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be finai and binding on P&G and the Scheme Creditor ard there will be no right of

appeal.

Onee the amount (discounted, where appropriate) of a Scheme Creditors' Notified Scheme
Claim has been determined. we will intorm that Scheme Creditor in writing of the amount

of his overall Established Scheme Lizbitity,

On receipt of this written aatification, a Scheme Creditor may serve notice of objection on
the grounds of mathematical or other manifest error only. In the event that agreement
cannot be reached within the timescales sel oul in the Scheme, the dispute will be referred

i0 @ Scheme Adjudicaror,

When all, or virtually all. Scheme Claims have been determined, following their
agreement or adjudication, we will announce and pay to Scheme Creditors with
Established Scheme Liabilities at the relevant date, a Final Substantive Closure

Distribution.

H, al the date of the payment of the Final Substantive Closure Distribution, there remain
issues outstanding. we may in our discretion announce and pay an Ultimate Sweep Up

Distribution.
What are Scheme Creditors required to do?

We applied (¢ the Court for an order directing us © convene a single meeting of Scheme
Creditors in respect of P&G to consider and, if thought fit, approve the Scheme.

In accordance with the relevant Court Practice Statement (Companies' Schemes of
Arrangement) {2002] 1 WLR at 1345, Scheme Creditors were given advance notice of the
relevant directions hearing before the Court on 17 January 2008, either in writing by a
letter dated 29 October 2007, or by advertisements being placed in the Financial Times
(United Kingdom and {nternational edition): Insurance Day: the Wall Street fournal and
Business Insurance. By order of Mr Justice Peter Smith, the Court directed that such

meeting be convened.

If you are a Scheme Creditor. you are entilled o vote ar the meeting of creditors
convened with leave of the Court (the "Creditors' Meeting") for the purpose of
considering and, if thoughr fir, approving the Scheme.

The notice of the Creditors' Meeting (6 be held on 9 June 2008 at {0 a.m. {London time)
at Chartered Insurance Instite, 20 Aldermanbury London EC2V 9HY. United Kingdom
is at Appendix A tw the Scheme, which is at pages 66 to 67 of this document. The
chairman of the Creditors' Meeting (the "Chairman) will address ail Scheme Creditors
generally on the Scheme, including the provisions of the Scheme and on the issues
relevant to voting at the commencement of the meeting at 12 noon (London time). You
may atiend the meeting in person (or. if =z corporation, by a duly authorised
representative) or you may vote by proxy. Votng wiil be by way of a poll.

There is enclosed with this document a Vating Form and Form of Proxy to be used for
voting at the Creditory’ Meeting.  Whether or not you infend 10 be physically present at
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the meeting you are requested 1o complete. sign and return the Voting Forim eactosed with
this document i accordance with the accompanying guidance notes by 5 p.m. {London
el on 6 June 2008 o us at the address stated wt page iii of this document. Returning
the Vating Form or Form of Proxy will not prevent 2 Scheme Creditor from attending and
voting in person shoutd he wish to do so. However. a proxy will not be able to vote if the

refevant Scheme Creditor attends and votes in person.

Please note that faxed and emailed Voting Forms will aniy be accepted if they are legible
and if the original is received no later than 7 days after the Creditors' Meeting.

The Voting Forn: requires an estimate of the amount of the Scheme Creditors' present and
future claims against P&G in order o determine the vaiue of each Scheme Creditor's vote
at the meeting.  The value to be attributed to each Scheme Creditor's claim for voLing
purposes will comprise the actual amounts of thar Scheme Creditor's Agreed Liabifities,
Outwards Unpaid Losses, Outwards OQuistanding Losses and estimates of Outstanding

Lasses and Projecied Claims.

The value of any estimated claims will be determined by the Chairman on the basis of (i)
the information provided by the Scheme Creditor: (35 the information available to us from
the existing records of P&G: (i} advice from the Scheme Actuary applying the principles
described in the Estimation Methodology. The Chairman has the power (o reject a claim,
in whole ar in part, for voting purposes only if he considers that it does not represent a
reasonable assessment of the sum due from P&G. The decision of the Chairman as to the
value 1o be placed on a claim for voting purpoeses is final and binding and, where possibie,
will be notified 1o the refevant Scheme Creditor before the meeting and. in any event,

alterwards but before the sanction hearing.

Estimates of Projected Claims will not he tken into account in calcuiating payments
under the Scheme: they will be used for voting purposes only. The amount of a claim
admitted for voting purposes will not constitute an admission of the existence or amount
of any labiliy of P&G 1o the Scheme Creditor and will not bind the Scheme Creditor,

P&G. us, or any other party.

For the purposes of voting at the Creditors' Meeting. Scheme Creditors’ claims will be

converted into Sterling at the Scheme Rate.

We have been advised that particulars as to estimates of the amount of any future claims
furnished by a Scheme Creditor for voting purposes may not be protected by privilege
under English taw and may be discoverable by 2 third party with a claim against the
Scheme Creditor in any action or proceedings o which the Scheme Creditor may be a
party.  You should, however, consult your own legal adviser as 1o the conseguences for
you of furnishing such particuars in the tight of any litigation in which you may be or are
involved.

An Independent Assessor shall be appointed to review all valuations made by the
Chairman in order to ensure that the estimated elements of Scheme Creditors' claims have

been valued on a consistent and fair basis. The Independent Assessor will be a fellow of
an actuarial body which is affiliated 10 the International Actuarial Association and who has
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at least two years costinuous experience of general insurance acruarial work., The
Independent Assessor shall not be & Scheme Creditor, shareholder or director of P&G.
His remuneration, costs and expenses will be payable as a Liquidation Expense but shall
riot be dependent upon the level ar which cluims are agreed under the Scheme.

The Independent Assessor shall be present at the Creditors' Meeting in order (o assess the
consistency and fairness of the process of valuing the estimated elements of Scheme
Creditors” ciaims. Once the Independent Assessor has reviewed the Chairman's valuations
of the estimated elements of Scheme Creditors' clahms. he shall report his findings in
writing {o the Chairman. The Independent Assessor's report witl be made available ar the

sanction hearing,

After the Creditors' Meeting, the votes must be checked and verified. Once the outcome
of the vote has been determined notification will be published on the website at wWWW. gl

pandg.coni.

If you are a direct insured (as opposed to a reinsured) and are bankrupt or (being a
company) in liquidation. or are subject © any similar insolvency proceedings, a third
party with a claim against you in respect of which you are insured under the policy issued
by P&G may have rights under the Third Parties (Rights Against Insurers) Act 1930
which result in such third party being a Scheme Creditor and accordingly entitled to attend

and vole at one or more of the meetings.

You are requested to notify us if you are bankrupt, in liguidation or subject to any similar
insolvency proceedings and to provide the name of any such third party. You should also
inform any such third party of the Scheme. We wili send a copy of this document to each

such third party notified 0 them.

If you are unclear or have any questions concerning the action you are required to take,

please contact us at the address given on page ii.

Court hearings

Before the Scheme can become effective and binding the Court must also sanction the
Scheme after it has been approved by the requisite majority of Scheme Creditors and the
necessary court order must be delivered to the Registrar of Companies in England and

Wales for registration,
Effective Date of the Scheme

It is expected that, if the Scheme is sanctioned by the Court and the necessary Court order
is detivered for registration, the Scheme will become effective on 30 June 2008.

Recommendation

The Commirtee of Inspecrion have informed us that. on the basis of the information

containgd in this document, they support the Scheme.
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4.2 We believe that the Scheme is in the hest mterests of the Scheme Creditors and
accordingly reconnmend tat ereditors who are entitled 10 do so vote in favour of the

Scheme.

Yours fuithfully
for and on hehalf of _
Pacific & General Insurance (.‘.n:n;ién_v Limited (In Liguidation)

tpe Jacob and Richard Graham White
Joint Liguidators
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Part B Scheme of Arrangement
No 9163 of 2007
IN THE HIGH COURT OF fUSTICE
CHANCERY DIVISION
COMPANIES COURT

IN THE MATTER OF

PACIFIC & GENERAL INSURANCE COMPANY LIMITED
(N LIQUIDATION)

and

IN THE MATTER OF THE COMPANIES ACT 1985

SCHEME OF ARRANGEMENT

(pursuant to section 425 of the Companies Acl t985)

berween

PACIFIC & GENERAL
INSURANCE COMPANY LIMITED -
({IN LIQUIDATION)

and its

SCHEME CREDITORS

(as defined in the scheme of arrangement)

- 12 -

A glossary {5 avaltable ar the back of 1fils document
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PART | - PRELIMINARY

(] Definitions

b

I the Scherne, unless the context otherwise requires or otherwise expressiy
provides, defined terms shall bear the meanings set out in the glossary which

i at Appendix [ o the Scheme.

Clause and part headings and the index to the Scheme are inserted for
convenience of reference only and shalt be ignored in the interpretation of the

Scheme.

In the Scheme, unless the contexl otherwise requires or otherwise expressly

provided for:

()

th)

183

{e}

references to Clauses and parts are to be construed as references to the
Clauses and the parts respectively of the Scheme:

references lo (or to any specified provision ofy the Scheme shall be
construed as references 10 the Scheme (or that provision) as in force for
the time being and as modified in accordance with the terms of the

Scheme;

waords importing the plural shall include the singular and vice versa and
words impoerting cne gender shall include all genders;

except in relation to the definitions of "Protected LiabiHty" and
“Protecied Policyholder”, references to a person shall be construed as
including references w0 an individual, firm, partnership, company,
corporation, unincorporated hody of persons or any state or any state

agency;

references 0 or to any provision of the Policyholders Protection Act "as
then in force” or "as in force at the time" or "as from time 1o time in
force™ are references o thal Act or provision as then or ai any ¢ime or
from time to time (as the case may bey m force in relation 10 the
Company (whether or not it is also in force in relation © other
companies) and include references to that Act or provision as re-enacted
{with or without modification) fn or replaced by (or in or by any
provision. including -any rule or rules. made by virtue of) any statute or
statutory instrument then or at any time Or from time 10 time {as the case
may be) in ferce and applying to the Company: and

subject to (&) above (and without prejudice 1o the definition of the
Policyholders Protection Act) references to any enactment shail be
deemed to include references tw such enactment as re-enacted, amended

or extended.

16 -
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1.2 The Company

The Company was incorporated m England on 26 March 19635, Its authorised share
capital is £3.225.000, divided into 3.225.000 ordinary shares of £} each. of which
1.567.341 are issued and are fuily paid up.

1.3 Purpose of the Scheme

T3

The purpose of the Scheme is:

{u}

th)

c)

to enable the hiabilities of the Company in respect of Scheme Claims o
he established and ascertained;

{0 provide for the payment of dividends by the Company to those of its
creditors whose Scheme Claims have from time 1o time become
estzbiished and to those of its creditors whose Scheme Claims will
hecome eslablished at a later dae and to provide for payments 1 be
made o the FSCS; and

to provide a mechanism for closure of the Scheme by utilisation of a Bar
Date for submission of claims ogether with an actarial based estimation
methodology, where appropriate. to evaluate and guantify liabilities
notified under the Scheme owed by and to the Company in order to
effect a Finat Substantve Closure Distribution,

The Scheme does not affect or purport i compromise the rights of Protected
Policyholders or of creditors in respect of Preferential Claims.

ST
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PART 2 - THE SCHEME

2.1 Application of the Scheme

The Scheme shall apply 1o all Tiabilities of the Company in respect of Scheme Claims.

[
-

1 Stay of Proceedings

Without prejudice to any rights under Clauses 2.4 and 2.5, no Scheme Creditor shali
institate or continue any Proceedings or other judicial, quasi-judicial. administrative or
regulatory process whatsoever against or in respect of the Company or its assets or
property in any jurisdiction tor the purpose of establishing the existence, priority
and/or amount of a Scheme Claim or for the purpose of obtaining and/or securing
payment of any such Scheme Ciaim and/or any part thereof, except as expressly

provided herein.
3.3 Enforcement of Scheme Claims

230 Except to the extent that the Company bas failed to perform-any obligation to
make a payment lo a Scheme Creditor under the provisions of the Scheme and
subject to the rights of Scheme Creditors under Clauses 2.2, 2.4 and 2.5. no
Scherne Creditor shall institute or continue any Proceedings or other judicial,
quasi-judicial, administrative or regulatory process whatsoever against the
Company of 5§ assets of property in any jurisdiction for the purpose of
enforcing payment of any Scheme Claim or any part thereof.

If any Scheme Creditor takes any such action as is prohibited by Clause 2.3.1
after the Effective Date 1t shall be treated as having received, on account of its
Scheme Claim, an advance payment under Clause 3.2 equal © the amount or
gross value of any money, property, benefit or advantage obtained by it at the
expense of the Company as the result of such action: and the extent, if any, io
which it is entitled to any payment under Clauses 3.2.1(a) or 3.2.1{b) shall be
reduced accordingly. For this purpose, the gross value of any such property,
benefit or advantage shall in so far as the law allows be conclusively
determined by the Liquidators and, without limitation, may include such
amount as the Liquidaters may consider to be appropriate by way of inlerest
or costs, charges or expenses incurred by the Company as a consequence

£
s
[

thereof.
24 Security, letters of credit and trusts

14 Nothing in the Scheme shall affect the right of any person to take any
appropriate &ction to enforce:

(a) any security over the property of the Company which could have been
lawfully enforced subsequent to the Petition Date; or

(by any letter of credit issued or trust created (expressly. by implication or
by operation of iaw) in respect of the Company and of which he is 2

S8 -
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(=)

heneficiary. if such leter of credit or trust was issued or created before

the Petution Date.

242 Nothing in the Scheme shall affect the right of the Company against any
person in respect of any wrongfui drawdown or enforcement of any security,
tetter of credit issued or trust created in respect of the Company.

Set-off

250 The Company may. in relation 1o a Scheme Claim, rely on any right of set-off

or cross claim upon which it could have relied m the liguidation of the
Company prios o the Effective Date.

152 Without prejudice to the generality of Clause 2.5.1, when cafculating the value
of a Scheme Creditor's Estabiished Scheme Liability, such calculation shall
take into account any right of set-off or cross clamm in respect of any
contingent and/or prospective liabilities of the Scheme Creditor to the
Company arising out of claims agreed and/or determined in accordance with
Part 7.

2.53 Fur the avoidance of doubt, & Scheme Creditor which is under a liability 10 he
Company may rely on any set-off or cross ciaim upon which it could have
retied in the liguidation of the Company prior (o the Effective Date.

Established Scheme Liabilities

T Subject to Clauses 2.3, 2.6.2, 2.7 and 2.10.1(b). a liability of the Company in
respect of 4 Scheme Claim shail be an "Established Scheme Liability" when a
Scheme Creditors” Esblished Scheme Liability has been calculated in
accordance with Part 7, after account has been taken of:

(a} any security over the property of the Company which the Scheme
Creditor s entitied (or claims 10 be entitled} to enforce in accordance
with Clause 2.4.1(a);

thy  any letter of credit issued or trust created in respect of the Company
which the Scheme Creditor is entitled (or claims 10 be emtitled) o
enforee in accordance with Clause 2 4.1(b}; and

fc}y  any sel-off or cross claim which may be taken ino account from time o
time in accordance with Clause 2.5,

262 For the purposes of the Scheme, the amount of an Established Scheme
Liability shall be the amount at which it was so established. notwithslanding
any paymen( which has been made (or is treated as having been made) under
the Scheme.

10 .
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[nterest

For the purpose of paying or providing for payments under the Scheme, there shall not
be included as part of an Established Scheme Liability any interest liability of the
Company except interest for which a Scheme Creditor is entitled to prove in the
liquidation of the Company under the Applicable Insolvency faw {"Admissible
Interest”;. No payment shall e made under the Scheme in respect of any part of a
Scheme Claim which represents interest which is not Admissible Interest. For the
avaeidance of doubt, this Clause does not affect a Scheme Creditor's entitlemnent (if any)
to assert a Scheme Claim m respect of that Scheme Creditor’s liability in interest to a

third party.
Currency of payment

281 Any amount payable to a Scheme Creditor under the Scheme in respect of an
Established Scheme Liability owed to a Scheme Creditor shall be paid in

Sterling.

In determining any set-off or cross claim in relation o a Scheme Claim, where

1ot
o
T

the set-off or cross claim is expressed in a currency other than Sterling, the
set-off or cross claim shall be converted into Sterling at the Scheme Rate.

Method of payment

281 Payments to & Scheme Creditor under the Scheme may be made, in the
absolute discretion of the Liguidators:

(z; by cheque in favour of the Scheme Creditor concerned or as such
Scheme Creditor may direct and sent through the post at the risk of such
Scheme Creditor to the last knewn address of such Scheme Creditor or
to such other address as such Scheme Creditor may from time to time

notify to the Company;

(by by telegraphic wansfer to such bank account as the Scheme Creditor
cencerned may from time (o time netify to the Company; or

¢} in such other manner or in favour of such other person (including any
third party) as the Liquidators may from time (o time determine. The
cost of using any such payment method in a particular case shail be an
expense of the Scheme Creditor concerned.

1
k=l
[0

Payment under or pursuant (o the Scheme shall be deemed to have been made
on the day that the cheque is posted or telegraphic transfer instruction given
the relevant bank {as the case may be). Paymem of any such cheque by the
banker on whom it is drawn shall be satisfaction of the monies in respect of
which it was drawn: and receipt of the amount of such telegraphic ransfer into
such account shall be satisfaction of the monies in respect of which it was

paid.
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193

Without prejudice 1o Clause 2.9.2, payment by the Company, as 1he case may
be, of the payments o be made herein in respect of an Established Scheme

[iability:
t2) 10 4 Scheme Creditor; or

thy  where two or more persons comprise a Scheme Creditor 1o any one such

person;

ey 1o any person acting on behalf of 2 Scheme Creditor (whether actually or

ostensitdy}: or
) otherwise pursuant to Clause 2.9.1,

shatl for atl purposes constitute a valid discharge of the Company in
respect of such Established Scheme Liability.

2,10 Commutations, settlements and other agreements

ERDN

If the Liguidators consider that to do so would be in the best interests of the
Scheme Creditors (cxcluding the Scheme Creditor with whom such contractual
arrangements  are  made}, the Company wmay enter into contraciual
arrangements with a Scheme Creditor under which:

fa;  all or part of the labitity (which may include, without limimation, a
liability 10 provide or fund the costs of that Scheme Creduior's defence)
of the Company to that Scheme Creditor is discharged in full in
consideration of payment made by the Company; or

by all or part of the liability of the Company to that Scheme Creditor
becomes an Established Scheme Liability etherwise than as a result of an
obligation 0 pay an ascertained sum of money being esiablished in

accordance with Clause 2.6.1; or

¢y all or part of the Hability of the Company to thai Scheme Creditor is
valued and converted ino a liabitity subordinated to Esiablished Scheme
Liabiiities on any terms {including the payment of an amount higher than
the current Paymend Percentage, calculated as if that subordinated
tiability were an Established Scheme Liability that the Liguidators think
fit.

21 -
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PART 3 - PAYMENTS TO SCHEME CREDITORS

EN

Computation of the Payment Percentage

ER N

314

Subject as hereinafter provided in this part 3, the Liguidators shail from time

(o fime:
{a)  set the Payment Percentage; and

{b} revise a Payment Percentage previously set by setting a new Paymen
Percentage of a greater or fesser amount.

The Liguidators shall not set & Payment Percentage unless they consider, on
the basis of the information and advice referred to in Clause 3.1.5, that after:

fa)  the Company has (by reference (o0 the then current Payment Percentage)
complied with the provisions of Clause 3.2 in relalion (o alf Established
Scheme Liabilities owed by it as at the Review Date concerned; and

o) such reserves have been created by the Company as they consider 1o be
prudent to enable the Company to meet its liabilities for Preferential
Claims and for Liguidation Expenses as and when they fall due,

the Company will retain Scheme assets of an amount which the Liguidators
consider sufficient to enable the Company to comply with the provisions of
Clause 3.2 {by reference 1o a Payment Percentage at that rate) in refation to afl
liabiities of the Company in respect of Scheme Claims which have become., or
which the Liguidators consider may become, Established Scheme Liabilities
after the Review Date concerned.

The Payment Percentage, as and when sel, in relation to the Company shall be
set at, or increased |0, such rale as the Liguidatars consider will ensure that all
the assets of the Company rermaining after:

{ay the Company has retained assets of an amount which the Liquidators
consider sufficient (0 enable 1t w comply with the provisions of Clause
3.2 (by reference to a Payment Percentage at that rate} in refation to all
liabilities of the Company in respect of Scheme Claimg which have
become, or which the Liguidators consikler may become, Estabiished
Scheme Liabililies after the Review Date concerned; and

{by  the creation of the reserves referred to in Clause 3.1.2¢(h).

are distributed proportionately in respect of all the Eswmblished Scheme
Liabilities owed by the Company as at the Review Date concerned.

If on considering the current Paymen: Percentage the Liguidators consider that
there are not sufficient assets for such Paymem Percentage o be set ar that
level and for the provisions of Clause 3.1.2 1o be complied with, they shall
reduce such Payment Percentage to such level as they consider appropriate.

S23 .

A glossary is available af the back of this docirnent

39



s For the purpose of setting the Payment Percentage as at @ particular Review
Duge, the Liguidators shall obtain and consider such financial and/or actuarial
information and advice as the Liguidators, following consultation with the
Committee of Inspection. shall consider appropriate,

3.2 Payments to Scheme Creditors

1 In respect of an Established Scheme Liability, the Company shall. subject o
Clauses 2.3.2, and 7.1:

fa}  as soon as reasonably practicable but. in any event. within 40 Business
Days following the date on which it becomes an Established Scheme
Liability or on which the initial Payment Percentage has heen set
(whichever 15 the later). pay to the Scheme Creditor concerned an
amount equal to the then current Payment Percemage of such Established
Scheme Liability; and

(hy  as soon as reascnably practicable, but in any event within 40 Business
Days following an increase in the Payment Percentage under Clause 3.1,
pay to the Scheme Creditor concerned {whether or not the same person
who received payment under Clause 3.2.1(a)), a further amount equal to
the difference between (A) the Payment Percentage (as increased) of
such Eswblished Scheme Liability and (B) the amount of such
Established Scheme Liability which has previcusly been discharged by
the Company or is treated as having been discharged under Clause
232

3.1 The Liguidators shali suspend payments under Clause 3.2.1 for such period
{nol exceeding 130 Business days) as they consider appropriate if information
becomes availabie o them concerning the financial posttion of the Company as
a resubt of which shey require to consider whether or not 10 set a reduced
Payment Percentage. As scon as practicable during, and in any event a! the
end of, such period, the Liquidators skali set 2 reduced Payment Percentage or
conciude that the Payment Percentage need not be reduced, and thereupon the

suspension of payments shall be iifted,

L.
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PART 4 - PAYMENTS TO THE FSCS

4.1 Payments to the FSCS

4.4

Where the FSCS has made or is reguired to make a payment in respect of a
Protected Lizbility as required pursuant 10 the Policyholders Protection Act the
FSCS shall have a right to payment by the Company, in accordance with the
terms of the Scheme, of all sums due or payable by the Comipany in respect of
the Protected Liability o which the payment made or required to be made by
the FSCS relates, and accordingly:

tay  the Company shall trear the FSCS as a Scheme Creditor in respect of the
Protected Liability (being the person to whom that fiability is owed) to
the exciusion of any other person 10 the extent of the payment made or
required (¢ be made; and

by the receipt of the FSCS of payment by the Company of all sums due or
payable by the Compaay in respect of the Protected Liability © which
the payment made by the FSCS relates, shzll constitute a valid discharge
of the Company in respect of such sums;

and 5o that the Company shall not remain uader or incur any liability with
respect 10 any Protected Policyholder by reason of having paid any such sums
io the FSCS.

41  Information to be provided to the FSCS

4.2

Before the termination of the Scheme and until the Company is dissolved, the
Company and the Liquidators shall. insofar as they are reasonably able so (o
do. promptly provide the FSCS with all such information in their respective
possession or under their respective control or the controi of their respective
agents as the FSCS may from time to time request in order to establish
whether {or the exient 1o which) any Established Scheme Liability is a
Protected Lisbility or whether {or the exten: o which) a creditor of the
Company is a Protecied Policyholder or otherwise for the purpese of enabling
or assisting the FSCS o exercise s rights under the Scheme or {0 carry oul its
functions or responsibilities under the Policyholders Protection Ac¢t as from
time to time in force (and where the FSCS requests copies of documents it
shall pay the reasonable photocepying costs of providing them). The
Company, or as the case may be, the Liguidators shall, so far as it or they are
able, awthorise and instruct amy third party with any such information io
disciose it to the FSCS. The Company's and the Liguidators' obligations set
our in this clause 4.2.1 shall not extend to any mformation which the
Company, or as the case may be, the Ligquidators ate under a legal duty not to
disclose, but neither the Company ror the Liquidators shall, without the prior
written consent of the FSCS, enter into any agreement or incur any obiigation
which preciudes or restricts disclosure ¢ the FSCS of any such information as
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i reasonably capable of being the subject matter of a request under this clause
4.2.1.

427 Subject o recetving reasonable notice in any case, the Company shall, for the
purpose referred o in clause 4.2.1, permit {and. so far as it is zble, authorise
and instruct its agents  permit) any person authorised by the FSCS to have
access 10, and {subject to the FSCS agreeing to pay the reasonable costs
thereaf) to be provided with copies of, ali or any of the books and records of
the Company and, in so far as they relate 0 the Company, of such agents,
during normal business hours. Such obligation shall not extend 10 any such
information which the Company or any such agent is under a tegal duty not 1o

disclose.

4.3 The F5CS’s rights against the Company in respect of any assignment to it of the
rights of a Protected Policyholder

For the avoidance of doubt and without prejudice o clauses 4.1 to 4.3, the Company
agrees with the FSCS that any assignment to the FSCS of all or any rights whatsoever
af a Protected Policyholder against the Company shail be valid and binding on the
Company, and that the FSCS may, subject to the terms of the Scheme, take actions and
proceedings in the name of such Protected Policyholder and exercise all his rights
against the Company, including without limdwtion his rights, prior o such assignmen,

against the Company,
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PART 5 - THE LIQUIDATORS

S50 Power (o act jointly or severally

The functivns and powers of the Liquidators under the Scheme may be performed and
exercised joimtly or severally and any acl required to be done by the Liguidarors
pursuant w the Scheme may be done by all or &ny one or more of them.

5.} Functions and powers
5.2 The Liquidaters shall:
fa)  manage the run-off and closure of the Company’s business,

by realise the assets of the Company and apply them for the benefit of
Scheme Creditors in accordance with the Scheme: and

tc)  supervise and ensure the carrying oul of the Scheme, and for these

purposes shail:

y  have power in the name and on behalf of the Company (0 manage
the affairs, business and property of the Company: and

iy without prejudice w the gencrality of the foregoing. have the
powers specified in Clauses 5.2.2, 5.2.3 and 5.2.4.

5.2.2 Without prejudice 1o the generality of Clause 5.2.1. in carrying our their
functions and powers under the Scheme, the Liguidators shall be entitied:

{a)  to agree claims and process reinsurance recoveries as part of the run-off

of the Company’s business:

{by 1o take possession of, collect and get in all the property and assets (of
whatever nature) o which the Company is or appears to be entitled and
to do all such things as may be necessary for (he realisation of any such

property or assets;

(¢;  to have full access at afl tines 1o all books. papers and other documents
of the Company, to receive all such information as they may require in

relation to its affairs;

td)  to do all things which may be necessary or expedient for the protection
of the Company's assels ar of any assets that appear o belong to the

Company;

{ey  to bring or defend any action or other legal proceedings in the name and
on behalf of the Company or otherwise:

(fy  to be remunerated for the carrying out of such functions and powers and
Cto be reimbursed for all expenses properly incurred by thems in
connection therewith;

26 -
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5.3

tE)

(h)

(i}

!

k)

to employ dand remunerate sceountants, actuaries, lawyers and other
professional advisers or agents whether in England and Wales or in other
jurisdictions in connection with Lhe conduct of their “functions and
pawers under the Scheme;

to do all acls and to execute in the name and on behalf of the Company
any deed, receipt or other document and 10 use the Company's seal:

to borrow and te make any payment which is necessary or incidental to
the performance of their functions and t give 3 valid discharge for
amounts received by the Company;

te delegate 0 any person (being, other than in the case of delegation 1o
the Scheme Conflicts Administrator, a pariner in the same firm as the
Liguidators) qualified 10 act as an insolvency practitioner within the
meaning of section 3%0 of the Insolvency Act (986 of England and
Wales and approved for the tme being by the Commitee of Inspection
for the purposes of this Clause 5.2.2(j) (a "Delegae”}, all or any of the
functions, powers, rights, authorities and discretions conferred upon the
Ligquidators under the Scheme and from time 0 Ume © revoke any such
delegation (other than in the case of delegatien 10 the Scheme Conflicts
Administrator which shall be, subject to the provisions of any such
agreement as 15 referred to in Clause 5.4, irrevocablel, provided that
(other than in the case of delegation to the Scheme Conflicts
Administraior) the Liguidators shall be personaily responsible for any act
or omission of any such Delegate to the same extent as if they had

expressty authorised it;

to do all other things incidemal to the exercise of the fupctions and
powers referred to in this Clause 5.2.2 and in Clauses 5.2.1, 5.2.3 and
5.2.4.

The Company shall be entitled to enter into comtractual arrangements with
Scheme Creditors (known as “commuiations”) under which the total Tiability
of the Company 1o the relevant Scheme Creditor in relation to some or all of
the contracts of insurance, reinsurance or retrocession hetween the Company
and the Scheme Creditor shail:

{a)

{b)

be discharged in full in consideration for a cash payment by the

Company: or

become an Established Scheme Liability otherwise than in the normal
course and on the basis that no further claims may be made under the
relevant insurance, reinsurance Or retrocession contracts.

No such arrangement shall be entered inwo uniess the Liquidators are
satisfied that it is fikely tp increase payments to the Scheme Creditors as
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5.3

2 whole. The Liquidators shall be entitled o agree commutations on
behalf of the Company.

In respect of Lioyd's Syndicates, the Liguidators shall have the power to lreal
al] the members of a Lloyd's Syadicate which has a Scheme Claim as it they
were a single Scheme Creditor of the Company in respect of that Scheme
Claim and the members of a Lloyd’s Syndicate which owes money 10 the
Company shall be treated as a single debtor of the Company in respect of the
sum due, in each case on the basis that the effect of closing a year of account
{Year A) by means of reinsurance w close into a later year {Year B) is that the
rights of the members of the syndicate in Year A become instead the rights
and habilities of the members of the successor syndicate or syndicates in Year

B.

In carrying out their functions and exercising their powers under the Scheme.
the Liquidators shall consull with, and take account of the views expressed by,
the Committee of Inspection on any matter material o the Scheme, which for
the avoidance of doubt shail include. without limitation, the seiting of and
revisions 10 a Payment Percentage pursuant o Clause 3.§.

Responsibility and indemnity

5.3.1

in carrying out their functions and exercising their powers under the Scheme.
the Liguidators shall act bona fide and with due care and diligence in the
mterests of Scheme Creditors as a2 whole and shall use their powers under the
Scheme for tite purpose of ensuring that the Scheme is operated in accordance

with its terms.

In so far as the law alflows, no Scheme Creditor shall be entitied to challenge
the validity of any act done or omitted 0 be done in good faith and with due
care by the Liguidators in accordance with, and o implement the provisions
of, the Scheme or the exercise by the Liquidators in good faith and with due
care of any power conterred upon them for the purposes of the Scheme if
exercised in accordance with, and © implement the provisions of, the Scheme
and the Liguidators shall not be liable for any loss umless such loss is
attributable 10 their own negligence. default, breach of duty. breach of trust,
fraud or dishonesty (or to that of any Employee or Delegate other than the
Scheme Conflicts Administraior).

In so far as the law aliows, no Scheme Creditor shall be entitled to chailenge
the validity of any act done or omitied to be done in good faith and with due
care by any Emptoyee in accordance with and 10 implement the provisions of
the Scheme if exercised in accordance with and to implement the provisions of
the Scheme and no Employee shall be liable for any loss unless such loss is
attributable 1o his own negligence, default, breach of duty, breach of trust,

fraud or dishonesty.
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537

in so far ag the law allows, no Scheme Creditor shall be entitled o challenge
the validity of any act done or omitied to be done in good faith and with due
care by any Delegate in accordance with and 10 implement the provisions of
the Scheme or the exercise by such Delegate in good faith and with due care
of any power conferred upor the Liquidators for the purposes of the Scheme if
exercised m accordance with and to implement the provisions of the Scheme
and no Delegate shall be Habie for any loss unless such foss is attributable o
his own negligence, default, breach of duty, breach of trust, fraud or
dishonesty (or to that of any Employee).

Subject o the Companies Act, each Liguidator (in his capacity as such) (and
esch Employee and Delegate) shall be emtitled 10 an indemmity out of the

assets of the Company against:

ray  all actions, claims, proceedings and demands brought or made against
such Liguidator {or Employee or Delegate) in respect of any act dore or
omitted to be done by such Liquidator (or Emplovee or Delegate) in
good faith withoul negligence, default, breach of duty, breach of trust,
fraud or dishonesty in the course of implementing the Scheme in
accordance with its terms: and )

ihy  all expenses and liabilities properly incurred by such Liguidator (or
Employee or Delegate) in carrying out his functions and powers (or the
functions for which such Employee i1s employed by the Liguidators or
any Delegate) in the course of implementing the Scheme in accordance

with its terms.

Withoul prejudice to the generality of Clause 5.3.5. each such person as is
expressed to be entitled to an indemnity in accordance with that Clause {in the
capacity in which he is entitled to such an indemnity) shall be entitled to an
indemnity out of the assets of the Company:

{4y against any lability imcurred by him in defending any proceedings,
whether civil or criminal, in respect of any negligence, default, breach
of duty, breach of trust, fraud or dishonesty in which judgment is given
in his favour or in which he is acquitted; or

{by in connection with any application in any such proceedings i which
relief is granted (o him by a court from liabHity for negligence, default,
breach of duty, breach of trust, fraud or dishonesty in relation o the
affairs of the Company.

The Company may, with the approval of the Commuttee of Inspection (such
approval not to be unreasonably withheld or delayed):

ta)  purchase and maintain for any such person as is referred 1o in Clause
5.3.5 insurance against any Hability in respect of which the Company
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5.4

would be obliged 10 indemnify that person in accordance with Clauses
5.3.5and 5.3.6, and

fby  pay costs incurred by any such person as 1s refesred 10 in Clause 3.3.6 in
defending proceedings of the nature described in Clause 5.3.6 provided
that the Company obtzins from a Liguidator an obligation o reimburse
the Company (with interest) in respect of any sum which woutd not, in
the event, have been payabile by the Company under Clause §.3.6.

Procedure for the resolution of conflicts

The Company and the Liquidators may from time 1o Ume, and after consultation with
the Committee of Inspection, enter inlo such agreement as they consider appropriate 0
deal with disputes or conflicts that arise or may arise during the course of the Scheme,
whether between the Company and the Liguidaiors or between the Liguidators
themselves (in their professional capacity. whelher as.insolvency practitioners ar
otherwise, or because a resolution concerning the Liquidators is w be put before a
meeting of the Commitnee of Inspection), which agreememt may provide for the
delegation in relation o a particular dispute or conflict of the Liquidators’ functions.
powers, rights, authorities and discretion pursuvant to Clause 5.2.2(j) to a Scheme
Conflicts Administrator to represen! one or more of the parties to the dispute or

conflict in guestion.
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PART 6 - THE COMMITTEE OF INSPECTION
6.1 Funetions

61,1 Without prejudice to the specific provisions of this Clause 6.1 the Commitee
of Inspection shall monitor the carrying out of the Scheme and supervise the
Liguidators in the exercise of their functions under the Scheme.

6.1.2 The Commirtee of Inspection may from time © time resoive what information
it is desirable to seek from the Liguidators concerning the affairs of the
Company or the operation of the Scheme, and may authorise any one member
of the Committee of Inspection to apply in wriling to and receive from the
Liguidarors all such information. The Liguidators shall promptly give w0 the
Commilitee of [nspection all such information concerning the affairs of the
Company or the operation of the Scheme as the Commiree of Inspection shall
from time to time resolve 1o seek and in respect of which 2 writen request
shall have been received by the Liguidators, Each member of the Committee
of inspection shall be entided at any time to raise questions or 10 reguest a
meeting with the Liguidators in connection with the performance of his
responsibilities as a member of the Committee of Inspection and, subject o
their duties under the Scheme, the Liguidators shall use reasonable endeavours
to respond Lo such guestions or to comply with any such request for a meeting.
Notwithstanding the preceding provisions of this Clause 6.1, the Liguidators
shall not be obliged to disclose any confidential information of the Company
o a member of the Committee of Inspection if the information relaes o any
matter where such member (and. where such member is a Designated
Representative, its appointors) has an imterest in conflict with the Company
{other than a general conflict arising as & resul: of the stawus of the members of
the Committee of Inspection (or appointors) as creditors of the Company).

6.2 Duties

Each member of the Commitiee of Inspection shail, in performing their functions as
such in relation w the Scheme, act bona fide in the interests of the Scheme Creditors as

a whole.
6.3  Responsibilities and indemnity

£.3.1 in so far as the law allows, no Scheme Creditor shall be entitled 10 chalienge
the validity of any act done or omited to be done in good faith and with due
care by any member of the Commirtiee of Inspection in accordance with and o
implement the provisions of the Scheme or the exercise by any such person in
good faith and with due care of any power conferred upoa it or him for the
purposes of the Scheme if exercised in accordance with and 1o implement the
provisions of the Scheme and no such person shall be liable for any loss uniess
such loss is atributable to its or his own wilful defaulr, fraud. dishonesty or

wilful breach of duty or trust,
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6.4

6,12

6.3.3

6.3.4

Subject to¢ the Companies Act, each member of the Commitee of [nspection
shall be entitled to an indemnity out of the assets of the Company against all
actions. claims, proceedings and demands brought or made against hin in
respect of zay act done or omiued to be done in relation w the Company in
good fanh and with due care by such person in the course of implementing the
Scheme in accordance with s terms.

Without prejudice (o the generaiity of Clause 6.3.2, each such person as is
expressed to be entitied 1o an indemnity in accordance with that Clause (in the
capacity m which he is entitled to such an indemnity) shall be entitied to an
indemnity out of the assets of the Company:

ta)  against any liability incurred by it or him in defending any procesdings,
whether civil or criminal, in respect of any wilful defauit, fraud,
dishonesty or wilful breach of duty or trust in refation w the Company in
which judgment is given in his favour or in which he is acquitted; or

tb) in connection with any application in any such proceedings in whick
relief is granted o him by a court from liability for wilfu! defaull. fraud,
dishonesty or wilful breach of duty or trust in refation 1o the affairs of

the Company.

The Campany may, with the approval of the Committee of Inspection (such
appraval not 0 be unreasonably withheld or delayed):

ta)  purchase and maintain for any such person as is referred o in Clause
6.3.2 insurance against any hability in respect of which the Company
would be obliged to indempify that person in accordance with Clauses
6.3.2 and 6.3.3; and

{b)  pay costs incurred by any such person as is referred to in Clause 6.3.2 in
defending any actions. claims. proceedings and demands of the nature
described in Clauses 6.3.2 and 6.3.3 which reiate o the Company
provided that the Company obtains from such person an cbligation to
reimburse the Cum'pany (with interest) in respect of any sum which
would not, in the event. have been payable by the Company under those

Clauses.

Validation of acts

All acts done by the Commitlee of Inspection or any meeting of the Commitiee of
Inspection or any person acting as & member of the Committee of Inspection shall,
notwithstanding that it is afterwards discovered that there was some defect in the
appointment of a meraber of the Commitiee of Inspection, or that any of them were
disqualified, be valid as if every such person had been duly appointed and qualified.
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6.5 No Committee of tnspection

If at any time there dre less than two members of the Committee of Inspection, the
requirements far obtaining the consent, approval or agreement of and for consulting
with or notifying the Commitee of Inspection contained in Clanses £.1.1, 2.3.1, 3.1.2,
3.0.5,5.2.2(1. 5.2.5,5.3.7, 54,634, 7T2.3(b}, 7.7.2, 7.8.7. 8.1.1{a) and 8.1.1(b)
shall he suspended.

213
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PART 7 - CLOSURE PROVISIONS

7.1 The Bar Date

EN
7.1.2
703

With effect from the Effective Date and without prejudice to the follewing
provisions of this Part 7. no Scheme Creditor shali be entitled 0 receive any
payments under the Scheme in respect of any Schere Claim (but in all other
respects any such Scheme Creditor shall be bound by the Scheme) unless,
before the Bar Date, the Liquidators sheli have received from or on hehalf of
such Scheme Creditor a Claim Form (or a Voting Form submitted pursuant
Clause 7.5.9) and all Supporting Information in respect of such Scheme Claim
in accordance wuh Clause 7.8.  For the avoidance of doubi, from the
Effective Date. the entitiement of Scheme Creditors to file proofs of debt in
the liguidation of the Company and 10 receive dividends in accordance with
Applicable Insolvency Law shall be replaced by their emtitlement o todge
claims and receive payments under this Scheme.

Without prejudice o the geperality of Clause 7.1.1 and the following
provisions of this Part 7, Scheme Creditors shall not be entitled to receive any
payments under the Scheme in respect of any Agreed Liability {where the
reason for it being an Agreed Liability is that the Liguidators do not have (he
name and address of the relevant Scheme Creditor) unless and until the
Liquidators have received notification of the name and address of the Scheme
Creditor concerned prior 1o the Final Substaniive Closure Distribution Date.

No Scheme Creditor shall bave any right afier the Bar Date 1w revise or
pravide further Supporting Information in respect of any Scheme Claim
tincluding any amount of such liabilities) except in response w a specific
request for such further information by the [iquidators or a Scheme
Adjudicator under this Part 7. Accordingly, subject to such exceptions, for the
purposes of seeking to agree or adjudicating a Notified Scheme Claim, neither
the Liquidaters nor & Scheme Adjudicator shall be obliged to take into account
any Supporting Information which has not been supplied 10 the Liquidators
before the Bar Date and, where appropriate, shall be entitied to treat such
Notified Scheme Claim in accordance with Clause 7.5.8. For the purposes of
seeking such agreement or adjudication, the Liguidators and a Scheme
Adjudicator may, at any time, take im0 account any market informution
and/or market development.

1.2 Appointment of a Scheme Adjudicator

7.2

in the event that a dispute between the Company and a Scheme Creditor falis
10 be referred to a Scheme Adjudicator upder Clause 7.5, the Scheme
Adjudicaror shail be appointed accarding o the procedure described in that
Clause. Such individual(s) appointed to act as Scheme Adjudicator shall have
the powers, rights, duties and functions conferred upon him by this Par.
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A Scheme Adjudicator shail be an individual who is qualified 1o discharge that
function and has consented in writing to act as Scheme Adjudicator,

A Scheme Adjudicator shail cease 1o hold thai office upon the oceurrence of

any of the following events:

tay  If he dies or becomes bankrupt or mentally disordered or becomes
disqualified by any professional body of which he is a member:

i) if he resigns his appointment at any time by giving not less than 40
Busitess Days’ notice in writing {or less in the Liguidators’ discretion)
to the Liguidators and the Comimittee of Inspection;

fey - if he is convicted of an indictzhle offence:

fdy if he is disgualified from acting as a director of a company under the
Company Directors Disqualification Act 1986; or

{ey  if he is removed for good cause by the Liquidators.

In the event that a Scheme Adjudicator shail become aware that he has a
conflict of interest in refation to a matter referred to him under this Part 7, he
shall inform the Liquidators and the Scheme Creditor concerned of such
conflict forthwith. T the event of such potification by a Scheme Adjudicator
or notfication by the Scheme Creditor pursuant o Clause 7.6.2{e). or in the
event that the Liquidators in their reasonable opinien consider that a Scheme
Adjudicator would have such z conflict of iaterest, the Liquidators shall, as
$00n a5 is reasonably practicable, request that the President of the Law Society
nominate a replacement Scheme Adjudicator in relation 1o the relevant matier
and the Scheme Creditor concerned shal! be notified of such request.

Without prejudice to the generality of Clause 7.6 and as more particularly
provided in Clauses 7.5.44 and 7.6.3, a Scheme Adjudicator shall be
responsible for the adjudication of;

() any issues of fact or law directly or indirectly necessary ic adjudicate on
any Disputed Matiers {as defined in Clause 7.5.21) but, for the
avoidance of doubt, not (i) the principles, policies or assumptions
comprised withia the Estimation Methodology; or (i) the application of
the principies, policies or assumptions comprised within the Estimation
Methodology;

(b} the amount of any Notified Scheme Claim:

vy whether a Notified Scheme Claim should have been designated as a
Suspended Scheme Liability by the Liguidators pursuam to Clauses
7.5.39 and 7.5.43;
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i) any disputes refating to the caleulation of the overall Established Scheme
Liahility pursuant to Clause 7.5.53; and

7.6 any disputes relating to the provision of Supporting Information,

727 Subject to any directions which may be given by a Scheme Adjudicator in
accordance with Clauses 7.6.6 and 7.6.%, the Company shall pay such
reasonable remuneration ©w the Scheme Adjudicator for the exercise and
performance of his powers, duties and functions under the Scheme as may be
agreed between the Liquidators and Scheme Adjudicator and the Ligquidators
shall pay all such amounts in full out of the assets of the Company as
Liguidat:on Expenses, Subject to Clauses 7.6.6 and 7.6.8. the Company shall
pay ail costs, charges and expenses reasonably incurred by the Scheme

Adjudicator including, subject to the prior agreement of the Liguidators and
Clause 7.6.2{c), the cost of any retained legal advisers or experts in the course
of exercising and performing his powers. duties and functions under the

Scheme.

728 In carrying out his functions and exercising his powers under the Scheme, 2
Scheme Adjudicator shall act bona fide and with due care and diligence and
shall use his powers under the Scheme for the purpose of ensuring that the
Scheme is operated In accordance with its erms, The provisions of Clauses
6.3.1 to 6.3.4 (both inclusive), in particular the protections, indemnities and
provision for insurance referred to therein, shall apply with all necessary
changes {0 a Scheme Adjudicator,

7.3 Appoeintment of the Scheme Actuary

731 There shall be one Scheme Actuary appointed for the purposes of and having
the powers, rights, duties and functions conferred upon him by this Part. The
Scheme Actuary shall be an individual who is a member of an actuarial body
affiliated to the International Actuarial Association and who has a suitable
number of years of cominuous experience of relevant actuarial work. The
mitial Scheme Actuary shall be Mr Simon H. Sheaf.

1.3.2 The Scheme Actuary shail cease o hold that office upon the cecurrence of any
of the following events:

{a)  if he dies or becomes bankrupt or mentally disordered or ceases 1o be a
member of an actuarial body which 8 affiliated o the International
Actuarial Association;

{b} if he resigns his appointment at any lime by giving not less than 40
Business Days’ notice in writing (or less in the Liquidators’ discretion)
to the Liguidators and the Commitiee of Inspection;

ey if hie is convicled of an indictable offence;
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T34

7.3.5

1.3.7

iy if he ts disqualified from acting as a director of a company under the
Company Directors Disqualification Act 1986: or

tey afhe is removed for good cause by the Liguidators.

In the event that there is a vacaney in the office of the Scheme Actuary the
Liquidators may fill the vacancy by appointing another person as Scheme

Actuary.

In the event that the Scheme Actuary shall hecome aware that he has a conflict
of interest m relation to any maters referred 0 him under this Part 7. he shall
inform the Liquidators of suck contflict forthwith, and the Liguidators may, at
their discretion, appoint an alternate Scheme Actuzry, for the purpose of
fuilfilling the relevant functions in reiation 1o the relevant marer only. For the
avoidance of doubt, the Scheme Actuary’s appointment shall, subject 10
Clause 7.3.2, continue during the appointment of the alternate. and he shall
continue to fulfil the relevant functions in relation to all other matters referred
to him under this Part 7, unless a conflict shall arise in respect of any of those
miatters, in which case this Clause 7.3.4 shal! apply.

The Scheme Actuary shall perform the functions referred to in this Part 7 for
which purposes the Liquidators shall provide the Scheme Actuary with access
1o all books and recerds and work product available 1o the Company and the

Liquidators. In partcufar,

tap  the Scheme Actuary must, if so required by the Liquidators, assist the
Liguidators in considering amounts and information supplied to the
Liguidators on Claim Forms and/or Supporting Information relating to
Notified” Scheme Claims  and  Projected Claims (hut not  Non
insurance/Reinsurance Scheme Claims) suppiied before the Bar date in
accordance with Clauses 7.5.7 and 7.5.20; and

thy the Scheme Actary shall assist a Scheme Adjudicator if the Scheme
Adjudicator thinks appropriate, in adjudicating Disputed Matters {except
in connection with Non Insurance/Reinsurance Scheme. Claims) and.
disputes concerning the designation of Suspended Scheme Liabilities
under this Part 7,

Subject to any directions which may be given by a Scheme Adjudicator in
accordance with Ciauses 7.6.7 and 7.6.8, the Company shall pay suct
reasorable remuneration to the Scheme Acmary for ihe exercise and
performance of his powers, duties and functions under the Scheme as may be
agreed between the Scheme Actuary and the Liquidators and the Liguidators
sball pay all such amounts in full ow of the assets of the relevan: Scheme

Company as Liguidation Expenses.

In carrying out his functions and exercising his powers under the Scheme in
rejation to the Company. the Scheme Actuary shall act bona fige and with due
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care and diligence in the inierests of the Company's Scheme Creditors as a
whale and shall use his powers under the Scheme for the purpose of ensuring
that the Scheme is operated in accordance with its werms. The provisions of
Clauses 5.3.3 10 5.3.7 {(both exclusive), in particular the protections,
mdemnities and provision for insurance referred to therein. shall apply with all
necessary changes in respect of any Scheme Actuary.

74  Appointment of the Actuarial Adjudicator

T4

T3

74

7.4.5

14.6

There shall be an Actuarial Adjudicator appointed for the purposes of and
having the powers, duties. functions and rights conferred upon him by this
Part. The Acwarial Adjudicator shall be an individual who is a member of an
actuariat body atfiliated 1o the nternational Aciuarial Association and who has
a suitable number of years of continuous experience of relevan actuarial
work. The initial Actuarial Adjudicator shall be Steve Mathews of EMB
Consultancy LLP.

The Actuarial Adjudicator shail be an individual qualified to act as the Scheme
Actary, save that the same individual shall not hold both positions.

in the event that there is a vacancy in the office of the Acmiarial Adjudicator
the Liguidators may fll the vacancy by appointing another person as Actuarial
Adjudicaror.

The Actuarial Adjudicaor shall cease 1o hold that office upon the occurrence

uf any of the following events:

(a}  If he dies or becomes bankrupt or mentally disordered or ceases to be a
member of an acwarial body which is affiliated to the Inwwrnational

Actuarial Association,

(by if he resigns his appointment at any time by giving not less than 40
Business Days' notice in writing {or less in the Liquidators' discretion)
to the Liquidators and the Committee of Inspection;

fey  if he is copvicted of an indictable offence;

ey if he is disquatified from acting as a direcior of a company under the
Company [Hrectors Disqualification Act 1986, or

ey  if he is removed for good cause by the Liguidators,

The Actuariai Adjudicator shail be responsible for the adjudication of ail
matters submisted Lo him in accordance with the provisions of this Part 7.

Subject to any directions which may be given by a Scheme Adjudicator in
accordance with Clauses 7.6.6 and 7.6.8, the Company shall pay such
reasonable remuneration w0 the Actuarial Adjudicaior for the exercise and
performance of his powers. duties and functions under the Scheme as may be
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7.4.7

7.4.8

agreed between the Liquidators znd Actuarial Adjudicator and the Liguidators
shalt pay all such amounts in full out of the assets of the Company as
Liguidation Expenses. Subject to Clauses 7.6.6 and 7.6.8. the Company shail
pay all costs. charges and expenses reasonably incurred by the Actuarial
Adjudicator including. subject o the prior agreement of the Liquidators and
Clause 7.6.2(c). the cost of any retained legal advisers or eXxperts in the course
of exercising and performing his powers, duties and functions under the

Scheme.

in the event that the Actuarial Adjudicator shall become aware that he has a
contlict of interest in relation to any matter referred to him under this Part 7,
he shall inform the Liquidators of such conflict forthwith, and the Liquidators
may. at their discretion, appoint an alternate Actuarial Adjudicator, for the
purpose of fulfilling the relevant functions in relation 10 the relevant maner
only. For the avoidance of doubt, the Actuarial Adjudicator’s appoiniment
shall, subject to Clause 7.4.4, contiaue during the appointment of the
alternate, and he shall continue 1 fulfi! the refevant functions in relation 1o all
other matters referred 10 him under this Part 7. uniess a conflict shall arise in
respect of any of those matters, in which case this Clause 7.4.7 shalt apply.

In carrying out his functions and exercising his powers under the Scheme, the
Actuarial Adjudicator shall act bona fide and with due care and ditigence and
shall use his powers under the Scheme for the purpose of ensuring that the
Scheme is operated in accordance with its terms. The provisions of Clauses
6.3.1 10 6.3.4 (beth inclusive). in particular the protections. indemnities and
provision for insurance referred tw therein. shall apply with all fecessary
changes w the Actuarial Adjudicator.

7.5 Determination of Notified Scheme Claims by the Liguidators

Accessing Claim Forms and Release Agreement by Scheme Creditors

7.5.10

1.5.2

The Liguidalors shall, by the Effective Date:

fay  make available on the Website the full text of the Explanatory Statement,
the Scheme, the Claim Form, the Claim Form Guidance Notes and all
other documents referred to in the Explanatory Statement and the

Scheme: and

tb)  send io any such Scheme Creditor or person as is referred 10 in Clauses
7.5.2(a)i and 7.5.2(a)(ii) below for whom, at the date of sending, the
Liquidators possess verified contact details, a CD copaining a Voting
Form, & Claim. Form, the Claim Ferm Guidance Notes, the full text of
the Explanatory Statement, the Scheme, and all other documents referred
to in the Explanatory Statement and the Scheme.

As soon as is reasonably practical after the Effective Date, the Liquidators

shail by post in accordance with Claase 7.8;
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fa)  give nodce !

(v every Scheme Creditor to whom written notice was given of the
meeting of Scheme Creditors convened by the Court for the
purpose of considering the Scheme under Section 425 of the
Companies Act ("Scheme Meeting"): and

dip any other person whom the Liquidafors believe to be a Scheme
Creditor;

stating that the Scheme has become effective, the Effective Date and the Bar
Date and calling for Scheme Creditors to complete and return their Claim

Forms: and

thy  send 10 any broker or other person known by the Ligquidators 10 be duly
authorised 10 accept service on behalf of such a Scheme Creditor as is
referred to in Clause 7.5.2(a)(i) and in respect of which the Liguidators
have verified contact details, a copy of the notice referred to in Clause
7.5.2{(api) together with a request that such broker or other person pass
the same onto the Scheme Creditor.

As soon 8 is reasonably practical afler the Effective Date, the Liguidators
shall also cause o be published once in each of the same newspapers and
publicattons in which the Scheme Meeting was advertised, an advertisement
stating those matters o Clause 7.5.2(a) and caliing for:

(a}  any person believing himself to be a Scheme Creditor and who has not
received any of the notices or detaiis referred 10 in Clause 7.5.2 w0
request a CD or paper copies; and

(b) Scheme Creditors 10 complete and return their Claim Porm and
Supporting [nformation to (he Liquidators before the Bar Date in
accordance with Clause 7.8,

The Liquidators shall send a CD or a paper copy of the Claim Form and the
Claim Form Guidance Notes by post to any Scheme Creditor who requests the
same (provided they give full reasons for doing so} as soon as reasonably
practicable after receipt of such rcufucs[.

The Claim Forms and Claim Form Guidance Notes made available to Scheme
Creditors under Clause 7.5.2 shall be in substantially the form set out at
Appendix E.  Any Claim Form so made available or sent out to Scheme
Creditors shall contain such smatements as o quantum zs are known by the
Liguidators, based on the information in the Company’s books and records, at
the Effective Dare in respect of any:

{3)  Agreed Liabilities;

vy Outwards Unpaid Losses;
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ey Outwards Outstanding Losses: and

idy  any security, letters of credit, trust, set-off or cross claims under Clauses
2.6.4a), 2.6.1( and 2.6 1) i respect of the reievant Scheme
Creditor.

1.5.6 Notwithstanding anything in this Clause 7.5, where a Scheme Creditor does
not. 1o the knowledge of the Liquidators, have any Agreed Liabilities. the
Claim Form made available to such Scheme Creditor under Clause 7.5.2 shall
not contain any statemenits as to quantam of Agreed Liabilities.

The Reguirement to Submit Claim Forms Before the Par Date

757 Al any lime before (but not after} the Bar Date, a Stheme Creditor may
complete, amend, and return the Claim Form made available or sent o them
under Clause 7.5.2 in accordance with the Claim Form Guidance Notes,
provided that they shalf Submit the Claim Form together with all Supporting
Information to the Liquidators in accordance with Clause 7.8 so as ta be
received by them before the Bar Date. Any such amendment, addition or
alieration to the Claim Form may relate to:

(v any dispute as to the accuracy or completeness of the Liguidators’
statement 25 0 guantum of the Agreed Liability element of a
Scheme Claim shown on such Claim Form:

(i any dispule as to the acouracy or completeness of the Liguidators’
statement as to quanum of that Scheme Creditor's Outwards
Unpaid Losses and Outwards Oustanding Losses shown on such
Claim Form:

(i any dispute as to the accuracy or compleleness of the Liguidators’
statement as o quantum of any securily, letters of credit, trust, set-
off or cross claim under Clause 2.6.1(a), 2.6.1{b) and 2.6.1(c}
shown on such Claim Form;

vy any Outstanding Losses clabmed by the Scheme Creditor. valued as
at the Valuation Dawe: and/or

vy any Projected Claim claimed by the Scheme Creditor. A Scheme
Creditor wishing to assert that it bas a Projected Claim shall
indicate in- the relevant section of its Claim Form that it wishes the
Scheme Actuary (0 value its Projected Claims in accordance with
the Estimation Methodology.

Any claim contained on a Claim Form duly Submited in accordance
with this clause or, 3 Voting Form submitted pursuant to Clause 7.5.9,
with the exception of Projected Claims. shall be referred to in this Pan 7
as the Scheme Creditor's "Notified Scheme Claim”,
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For the avoidance of doubt, any such Claim Form Submitted o the
Liguidators under Clause 7.5.7 must be accompanied by the Supporting
Information by reference 1o which the claim can be substantiated including the
specific amounts that the Scheme Creditr seeks to claim for in respect of any
Notified Scheme Claim and/or, if applicable, Supporting information for the
purpose of valuing its Projected Claim. To the exient that the Liquidators
reasonably derermine that a Scheme Creditor has not so included such
Supperting [nformation, the Liquidators shall, in accordance with Clause 7.8,
request that the Scheme Creditor concerned provide such Supporting
Information. 1f the Scheme Creditor concerned does not provide such
Supporting Documentation 1o the Liquidators® within 20 Business Days of
deemed receipt of the Liquidators' request, such Scheme Creditor shall be
deemed (in the case where the Supporting information which the Liguidators
have requested relates to a Notified Scheme Claim} not w have notified any
such Notified Scheme Claim and/or, if applicable, (in the case where the
Supporting Information which the Liquidators have requested relates to a
Projected Claim} not (o have provided Supporting Information for the purpose
of valuing its Projected Claims before the Bar Date.

A Scheme Creditor may, by placing a tick in the relevant box on its Voling
Eorm and then submitting that Voting Form, elect o treat the Vating Form as
its Claim Form for the purposes of the Scheme. For the avoidance of doubt:

(a2 Scheme Creditor who makes such election as provided for in this
Clause will not be required 10 submit a Claim Form in respect of any
such claims and any such Veting Form shall be deemed to be a Claim
Form which has been submitted in accordance with Clause 7.5.7 above;

by a Scheme Creditor may not, in any eveni, by making such clection as
provided for in (his Clause. incorporate inte its Claim Form any
estimates of its Projected Claim which it may have provided in i

Young Form,

1) if a Scheme Creditor wishes to assert a Projected Claim it must submit 2
Claim Form and Supponing Information for the purpose of valuing is
Projected Claim in accordance with Clauses 7.3.7 and 7.5.8 above: and

(dy the provisions of this Clause 7.5.% are without prejudice to the Scheme
Creditor’s rights under Clause 7.5.7. However, to the exient a Scheme
Creditor who has elected as provided in this Clause 7.5.9 subsequently
Submits a further Claim Form under the Scheme which is inconsistent
with the information provided by the Scheme Creditor (in so far as such
information related o the Scheme Creditor's Notfied Scheme Clam),
the Liquidators stall treat such Claim Form as having superseded and
replaced the Voting Form for the purposes of this Part 7,
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T.5.4t

Each Scheme Creditor shall be deemed w have warranted to the Company and
the Ligeidators that the informaton contained in any Claim Form and
Supperting Information sent by it or on its behalf o the Liquidators. or, as the
case may be, a Scheme Adjudicator or Scheme Actuary, i5. to the best of its
knowledge and belief, fair and correct,

[f the Liguidarors have not received a compieted Claim Form from 2 Scheme
Creditor before the Bar Date, they may. in their absolute discretion. treat the
information (except in relation to the Scheme Creditor's estimate of is
Projected Claim) provided by the Scheme Creditor tn the Voting Form which
he submitted for the purpose of voting at the Scheme Meeting as having been
a Submirted Claim Form,

Agreeing Claim Forms Made Available by the Liquidators

i

LD

15141

7.5.14

A Scheme Creditor shall be deemed to have agreed as accurate and complete
such amounts or information as appears on any Claim Form sent or made
aviiluble to them under Clause 7.5.2 and Submined by the Scheme Creditor
unless that Scheme Creditor amends, alters and/or adds w the relevam Clains
Form and provides Supporting Information to the Liguidators in accordance
with Clauses 7.5.7 and 7.5.8. Such amounts and informaltion contaiped in the
Claim Form shall thereafter be binding on the Scheme Creditor for the
purposes of the following provisions of this Part 7.

For the avoidance of doubt and without prejudice to the other provisions of
this Part 7, the Claim Form shall net be deemed to have been Submitted to the
Liguicdators in accordance with Clauses 7.5.7 and 7.5.8 before the Bar Date
uniess the Claim Form inciudes the relevant details of the idemtity and contact
detatls for the Scheme Creditor concerned to the reasonable satisfaction of the
Liquidators or unless the Liquidators shall otherwise be in possession of such

information.
If any Scheme Creditor:

@) wishes to agree the information and amounts in respect of Agreed
Liabitities, Outwards Unpaid Losses and Outwards Ousstanding Losses
contsined on the Claim Form made avaiiable or sent by the Liguidarors
under Clause 7.5.2, and

by either (i} does not have or (i) does not wish o make any amendment,
alterations or additions to the Claim Form whether in respect of
OQuistanding Losses, Projected Claims or otherwise,

such Scheme Creditor shall notify the Liquidators before the Bar Date of this
fact in sccordance with Clause 7.8 without making any amendment w i,
whereupon such information and amounis contained in the Claim Form shall
thereatter be binding en the Scheme Creditor for the purposes of the following
provisions of this Part 7.
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Notwithstarding Clause 7.1.1. where the Agreed Liability clement of a
Scheme Claim has been mcluded op a2 Claim Form prepared by the
Liguidators. but not Submitied by the Scheme Creditor {0 the Liguidators by
the Bar Date, it shall be deemed 16 be on a Claim Form Submitted before the
Bar Date to which Clause 7.5. 14 applies.

Agreeing Notified Scheme Claims and Prejected Claims with Scheme Creditors

7580

7547

1.5.18

1519

The Liguidators will consider the informaton concerning each Scheme
Creditor's claims contained in the Claim Form and Supporting Information,
including, but not limited to, consideration of whether any submissions are
accurate or adequately supported with relevant documentation, and whether
any estimates in respect of Netified Scheme Claims are reasonable, and
whether there is any applicable set-off.

Subject o Clauses 7.5.11, 7.5.14, 7.5.16, and 7.548 1w 7.5.553, the
Liquidators shall as soon as reasonably possible after the receipt by them of 2
Claim Form and Supporting information, use their reasonable endeavours to
reach agreement with the Scheme Creditor concerned with regard to the
information and amounts contained in such Claim Forms and Supporting
Information in relation to each Neotified Scheme Claim and Projected Claim of
a Scheme Creditor {which agreement in the case of any Outstanding Losses
and Proiecled Claims will be as (o both undiscounted amoumnts and such
amounts discounted 1o net present vaiue as referred to in the Estimation
Methodologyy.

Whether before or after the Bar Date, the Liquidaors shall be entitied, upon
request made in accordance with Clause 7.8, to seek from the Scheme
Creditor concerned {(and the Scheme Creditor shall be obliged to provide in
the same manner within a reasonabie period) such further information or
reguire the production to them of such documentary or other evidence relating
w any such Notified Scheme Claim and Proiected Claim as they consider
necessary for the purpose of reaching such agreement as is referred to in
Clause 7.5.17. In defauit of such Scheme Creditor providing such
information and/or documentary or other evidence so requesied within a
reasonable period (which, subject to Clause 7.8.8(a), shall in no case be later
than 40 Business Days after such request) the Liquidators shall be entitied 1o
seek agreement in accordance with Clause 7.5.17.  In the absence of
agreement the Liquidators shall be entitled to refer for adjudication, in
accordance with Clauses 7.5.21 to 7.5.26. such Notified Scheme Claim in
respect of which the information and/or documentary or other evidence was so
requested, without taking into sccount such information,

In considering the information concerning each Scheme Creditor's Notified
Scheme Claims and, if applicable, Projected Claim contained in the Claim
Form and Supporting Information, the Liquidators shall have regard to the
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7.5

following, where applicable, and any other factors which they consider

material:
(a)  any relevant information contained in the Company's records:

tby  the current and anticipated trends in loss settlement values and legal
arguments in respect of similar claims: and

(¢} current agreements and practices in the London insurance and

remsurance markets,

In the event that (as unticipated in Clause 7.5.17) the Liguidators, having
where they consider i appropriate (o do so. consulted with the Scheme
Actuary, agree with the amounts and/or information contained in a Claim
Form and/or Supporting information returned by the Scheme Creditor, in
accordance with Clause 7.5.7 (and Clause 7.5.18. if appropriate). in respect
of the whole or part of any Scheme Claim, they shall, as soon as reasonably
practicable, notify the relevant Scheme Creditor, in accordance with Clause
7.8, of such agreement, For the avoidance of doubt, such agreement shall in
the case of any Outstanding losses and Projected Claims include both
undiscounted and discounted net presemt value amounts. The Company, the
Liguidators and the Scheme Creditor wilt thereafter treat such amounts andfor
information as valid and binding as to such masters and/or amounts,

Disputed Notified Scheme Claims

7.5.21

7.5.22

In the event that the Liguidators, having, where considered appropriate,
consulted with the Scheme Acwuary, have been unable to reach agreement with
a particular Scheme Creditor pursuant to Clause 7.5, 17 in respect of the whole
or part of the amounts and/or information contained m a Claim Form and/or
Supporting Information remurned by a Scheme Creditor in accordance with
Clause 7.5.7 (except in relation ro Projected Claims) the Liguidators shall in
accordance with Clause 7.8 natify the relevan: Scheme Creditor of the martiers
which are not agreed and the reasons for the failure (o agree, within
4 Business Days of the Bar Date. The Liguidators and the relevant Scheme
Creditor shall thereupon endeavour 1o resolve and agree on the disputed
matters {the matters and/or amounts in dispute under this Clause 7.5.21 being
referred o as that Scheme Creditor's "Disputed Matiers™), in any even( no
later than 260 Business Days after the Bar Date. 1In the event that the
Disputed Matiers are resolved and agreed, the Claim Form so agreed shail,
except in relation (0 a Projected Claim, be binding on the Company and the
relevant Scheme Creditor for the purposes of the Scheme.,

In the event that such resolution or agreement on the Disputed Matters shall
not have been reached within 40 Business Days of deemed receipt of such
notice as is referred to in Clause 7.5.21. the Liquidators shali be entitled (o
send a notice in accerdance with Clause 7.8 10 the relevant Scheme Creditor to
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7.5.23

7524

7.5.25

7.5.26

the effect that the Disputed Matiers shall be referred to 2 Schieme Adjudicator
for adjudication, and the aature of the Disputed Matters. Such notice will
include the details of the Liquidators® proposed choice of Scheme Adjudicator,
If the Scheme Creditor comcerned does not pive a notice of objection n
accordance with Clause 7.8 within 20 Business Days of deemed receipt of the
Liguidator's notice referred to in this Clause 7.5.22, the Liguidawrs’' proposed
choice of Scheme Adjudicator shzll be binding on the relevant Scheme

Creditor.

The refevaat Scheme Creditor may within 20 Business Days of deemed receipt
of the notice referred © in Clause 7.5.22 object to the Liguidators’ proposed
choice of Scheme Adjudicator by delivering a notice of bbjectinn pursuant o
Clause 7.8 containing full reasons for their objection and identifying their
preferred choice of Scheme Adjudicator. If an agreement as 1o the ientity of a
Scheme Adjudicator cannot be reached between the Scheme Creditor and the
Liguidators within 20 Business Days of receipt of such notice of objection by
the Liguidators, the Liquidators shall request that the President of the Law
Society from time {0 time appoint a Scheme Adjudicalor,

In the cvent that a Scheme Creditor's Disputed Mauers shall not have been
agreed or resotved within 260 Business Days of the Bar Date. the Liguidators
shall, save to the extent thal an agreement o the contrary has been reached
between the Liquidator and Scheme Creditor concerned, refer the Dispuied
Matters to a Scheme Adjudicator appointed in accordance with the procedure
described in Clauses 7.5.22 and 7.5.23. No Scheme Creditor may submit 4
Clabm Form directly to a Scheme Adjudicator for adjudication of the Disputed
Matters.

In no circurnstances shall any amounts comprised in the Disputed Matters
referred to 2 Scheme Adjudicator in accordance with Clauses 7.5.22 10 7,5.23
exceed, in respect of any Notified Scheme Claim. the relevant amounts
notified by the Scheme Creditor in a Claim Form under Clause 7.5.7 and
7.5.18.

The fact that there are. in respect of a Claim Form andfor Supporting
[nformation, Disputed Matters which have been submited t¢ z Scheme
Adjudicator under Clauses 7.5.22 o 7.5.23 (and Clause 7.5.24 if
appropriate}, shall pot prevent other information and/or amounts in the Claim
Form and/or Supporting Information which have been agreed or deemed to
have been agreed between the Liguidators and the Scheme Creditor under
Ciause 7.5.17 from being binding on the Scheme Creditor and the Company
as 1o such amounts and/or information. The value of a Scheme Creditor's
overall Established Scheme Liability shall not be calculated under Clause
7.5.48 until all Disputed Matiers and/or Actuarizl Dispules in respect of that
Scheme Creditor have been adjudicated upon in accordance with Clause 7.6 4
and/or, as the case may be, Clause 7.5.35 and Suspended Scheme Liabilities
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with that Scheme Creditor have heen agreed or., if necessary, adjudicated upon
in zceordance with that Clause 7.6.4.

Estimatien Methodology

T

7.5.28

7.5.29

7.5.30

7.5.31

7.5.32

Al Scheme Creditors shalt be bound by the principtes, policies and
assurnptions comprised within the Estimation Methodology for the purposes of
calculating Projected Claims. For the avoidance of doubt, the Estimation
Methodology shall have no relevance to the valuation of any Nen
insurance/Reinsurance Scheme Claim.

Where a Scheme Creditor has indicated pursuant 1o Clause 7.5.7(v) that 1
wishes the Scheme Actuary to value its Projected Claim or where an
amendment to information originally set out pursuant to Clause 7.5.7(il) is not
agreed to by the Liguidators pursuant o Clause 7.5.20, the Liguidators shall
request the Scheme Actuary 10 value thas Scheme Creditor’s Projected Claim
and, if applicable, that Scheme Creditor's Qutwards Projected Claim.
Cutwards Usnpaid Losses and Outwards Outstanding Losses in accordance
with the Estimation Methodology.

Foliowing such a request and once the other informatien on a Claim Form has
necome binding for the purposes of the Scheme pursuant w Clause 7.5.20 or
Clause 7.5.21, the Scheme Actuary shall apply the Estimation Methodoiogy 10
that information where relevant and to any relevant Supporting Information
provided by the Scheme Creditor and the information in the Compaity 's

records.

The Scheme Actuary shall be entitled 10 request further information and
documeniation from a Scheme Creditor, in which event the provisions of
Clause 7.5.18 shall apply as if the request had been made by the Liguidators,
provided that any further information or documentation received pursuant to
this Clause shall no: result in the amendment of aay amount determined
pursuznt (o Clause 7.5.20 or Clause 7.5.21.

Following the valuation of all Scheme Claims contained in a Ciaim Form
Submitted by a Scheme Creditor under Clayse 7.5.7. the Scheme Actuary
shall as soon as reasonably practicable apply the principles. policies and
assumpticns comprised within the Estimation Methodology 1o the information
on the Claim Forms and any Supportng Information supplied by the Scheme
Creditor to the Liquidators under Clause 7.5.7.

As soon as reasonably practicable afier completing the application of the
principles, policies and assumptions comprised within  (he  Estimation
Methodology the Scheme Actuary shall send 1o the Scheme Creditor a
staiement setting out the values resulting from his appiication of the Estimaton

Methodoiogy.
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7.5.33

7.5.34

7.5.35

If the Scheme Creditor objects to any aspect of the statement referred to in
Clause 7.5.32 (such disputes under this Ciause 7.5.33 being referred to as that
Scheme Creditor's "Actuarial Dispute”). it shall notify the Scheme Actuary
within 20 Business Days of the daie of deemed receipt of such siatement
setting out the rezsons for #s objection. The Scheme Actuary and the Scheme
Creditor concerned shalt thereupon endeavour to resolve and agree, as scon as
is reasonably practical but in any event within 40 Business Days. In the event
that the Actuarial Dispute is resolved and agreed berween the Scheme Actuary
and the Scheme Creditor concerned, the agreed valuation shall be binding
upon the company and the relevant Scheme Creditor. 1f the Actarial Dispute
ts not resolved and agreed within 40 Business Days. the Liquidators shall refer
the Acwarial Dispute to the Actuarial Adjudicator.

Subject o Clause 7.8.8(c), the Actuarial Adjudicator shall, before the
expiration of 40 Business Days from the date on which such Actuarial Dispuie
was referred 10 him pursuant to Clause 7.5.33, certify in writing lo the
Liguidators, the Scheme Actuary and o the Scheme Creditor concerned
pursuant o Clause 7.8 his determination in respect of the Actuarial Dispute.
The Actuarial Adjudicator shall only determine whether the Estimation
Methodology was correctly mpplied in accordance with 1t terms in relation ©
the Actuarial Dispute and, if he determines it has not been, he shall determine
the value which would have resuited from a correct application of the
Estimnation Methodology.

in determining Actuarial Disputes an Acuarial Adjudicator shall act as expert
and nol as arbitrator. A certificate given by an Actuarial Adjudicator in
relation to an Actuarial Dispute shall be fipal and binding on the Company,
the Liquidators, the Scheme Actuary. the relevant Scheme Creditor and all
Scheme Creditors in so far as the law allows. Except as reguired by law or i
the case of any mathematical or other manifest error, no Scheme Creditor, the
Scheme Actuary, nor the Liguidators shall have any right lo appeal there from
or apy claim against the Actuarial Adjudicator in respect thereof, Once such
certificate has been given the provisions of Clauses 7.5.48 w0 7.5.50 shail then
apply. The value of a Scheme Creditor’s overall Established Scheme Liability
shall not be calculated under Clauses 7.5.48 to 7.5.50 until ali Actuarial
Disputes in respect of that Scheme Credilor bave heen adjudicated upon by the
Actuarial Adjudicator.

A the time of the giving of any such certificate as is referred to in Clause
7.5.34 above in relation ¢ an Actuarial Dispute, an Actuarial Adjudicator may
make such direcuons in respect of his reasonable remuneration and in respect
of the costs, charges and expenses reasonably incurred by him. by the
Liguidators, the Scheme Actuary, or by the Scheme Creditor or Scheme
Creditors concerned, as he shall think just.
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7537

7.5.38

If an Actuariat Adjudicator shail direct that any such reasonable remunerasion,
costs, charges and expenses be paid by the Liguidators the same shall
forthwith be paid in full by the Liquidators out of the assets of the Company

as Liguidation Expenses.

{f an Actuarial Adjudicator shall direct that any such reasonable remuneration,
costs, charges and expenses be payable by a Scheme Creditor and the Scheme
Creditor does not pay the same in full within 20 Business Days after such
directions the Company shali pay any unpaid balance thereof in full out of its
assets.  in any such case, for the purposes of determining whether such
Scheme Creditor is entitied 1o receive any payments pursuanm to Clause 3.1 of
the Scheme from the Company, they shall be treated as having received on
account of alf Established Scheme Lizbilities in respect of which they are so
entitied an amount equal to the unpaid balance so paid by the Company and
the extent, if any, to which they are entitled © any payment pursuan! {o
Clause 3.1 of the Scheme shall be reduced accordingly. Where the Scheme
Creditor is not entitled to receive a payment pursuant to the Scheme or the
amount of such remuneration, cosls and expenses exceeds their entitlement ©
a payment under the Scheme, such amount or such excess shali be treated as a
debt owed by the Scheme Creditor or Offset Scheme Creditors (as the case
may be} to the Company.

Suspended Scheme Liabilities

7.5.3%

7.5.40

7548

Where it appears fo the Liguidators. in their discretion, that the amount of a
Notified Scheme Claim may be materiaily affected by any Proceedings. they
may suspend the operation of the process of determining the amount due in
accordance with Clauses 7.5.11 to 7.5.20 above in relation to that Notified
Scheme Claim for such period as the Liguidators, in their discretion,
reasonably deem appropriate. Such Notified Scheme Claim shali, thereupon,
become a Suspended Scheme Liability.

In the event that the Liquidators designate a Notified Scheme Claim as a
Suspended Scheme Liability, the Liquidators shall, as soon as reasonably
practicabie afler such designation, send to the reievant Scheme Creditor a
notice in the manger provided for in Clause 7.8, That notice shall state that
the relevant Notified Scheme Claim has become a Suspended Scheme Lisbitity
and the reasons for such designation.

The reievant Scheme Creditor may within 20 Business Days of receiving the
notice referred to in Clause 7.5.40 object 1o the Liguidators' designation by
delivering a notice of objection pursuant to Clause 7.8 containing full reasons
for their objection. If within a further reasonable period (10 be determined by
the Liguidators in their discretion) from receipt of such notice of objection by
the Liguidators, the Scheme Creditor and the Liguidators have not reached
agreement as to the treaument of the Suspended Scheme Liabitity, the mater
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7,542

7.543

7.5.45

7548

shall be referred to a Scheme Adjudicator and the Liguidators shall notfy the
Scheme Creditor of their proposed choice of Scheme Adjudicator.

The relevani Scheme Creditor may within 20 Business Days of deemed receipl
of the natice referved to in Clause 7.5.41 object to the Liquidators’ proposed
choice of Scheme Adjudicator by delivering a noiuice of objection pursuant io
Clause 7.8 conmining full reasons for their objection and idemtifying their
oreferred choice of Scheme Adjudicator. 1f an agreement as 1o the identity of a
Scheme Adiudicator cannol be reached between the Scheme Credior and the
Liguidators within 20 Business Days of receipt of such notice of objection by
the Liguidators, the Liquidators shall request thai the President of the Law
Society from time Lo time appoint a Scheme Adjudicator. For the avoidance of
doubt, if the Scheme Creditor concerned does not give a notice of objection
within 20 Business Days of deemed receipt of the notice from the Liguidators
under Clause 7.5.41, the Liguidators' proposed choice of Scheme Adjudicator
shall be binding on the relevant Scheme Creditor,

The Liquidators will provide the individual appointed as Scheme Adjudicator
with a copy of the notices of designation and objection referred 10 in Clauses
7.5.40 and 7.5.41 and. to the extent the Liguidators deem reievant, the
relevant Claim Forms and Supporting Information and a copy of any other
notice, statement and correspondence relating to the Suspended Scheme
Liabibity.

In adjudicating whether the Suspended Scheme Liability should continue 10 be
treated as such by the Liguidators, the provisions of Clause 7.6 shall apply
with all necessary changes save thal:

(1) a Scheme Adjudicator shall only he concemed with the issue of whether
the Liguidators properly designated the Scheme Creditor's Notified
Scheme Claim as a Suspended Scheme Liability; and

by  a Scheme Adjudicator shall make his determination withic 40 Business

Days of the mauter being referred to him.

If a Scheme Adjudicator determines thal the Liguidators were justified in
making such designation. the Suspended Scheme Liability shall continue o be
governed by Clause 7.5.39,

If a Scheme Adjudicator determines that the Liguidators were not justified in
making such designation or, if at any time, the Liquidators determine that it is
appropriate 1o revoke such designation the Liquidators will seek lo agree or, if
necessary, refer for adjudication such Suspended Scheme Liabilities in the
same way a5 Notified Scheme Claims in accordance with Clauses 7.4 and 7.6,
in such case any relevant ume periods afler the Bar Date shall commence {rom

the date of such determination.

NE
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7.547

At the request of the relevant Scheme Creditor, and in addidon to he
provision at Clause 7.5.41, the Liquidators witl review the designation. or re-
designation under this Clause, of a Notified Scheme Chaim as a Suspended
Scheme Liability, Such a request for review cannot be made earlier than 130
Business Days after the claim was last designated by the Liguidators or, if
later, last determined by a Scheme Adjudicator 10 be so designated. The
Liquidators shall thereafter notify the Scheme Credior of the result of their
review whereupon the provisions of Clauses 7.5.39 10 7.5 .46 (inciusive) shall

apply with atl necessary changes.

Set off and calculation of overall Established Scheme Liabifities

T.5.48

7.5.49

The Liquidators shall, as soon as practicable following the determination.
whether by agreememt or adjudication of the amounts (discounted. where
appropriate) of all Scheme Claims due o any particular Scheme Creditor in
accordansce with this Part 7, calculate that Scheme Creditor's overall
Established Scheme Liability, {which for the avoidance of doubt may be nil as
a result of the calculation carried out under this Clause}, and shall notify such
Scheme Creditor n writing of the result of their caleulation.

The value of a Scheme Creditor's overalt Established Scherne Liability shall
be calculated with regard Lo:

{a)  Agreed Liabilities, at the value agreed or adjudicated upon under Part 7,

by Owstanding Losses, al the value agreed or adjudicated upon under Part
T

tc; Projected Claims, at the value agreed or adjudicated under Part 7.

(d)  Outwards Projected Claims, Quiwards Unpaid Losses and Outwards
Outstanding Losses, at the value agreed or adjudicated upon Part 7 and
the amount of any other sei-off or cross claim which may be taken into
account from time to time in accordance with Clause 2.5,

{the claims uider {a}, (b}, (c) and (d) being, where relevant, discounted
to net present value by the Scheme Aciary in accordance with the
Estimation Methodology);

t¢)  Amount of any security which has been or may be deducted from the
sum due from the Company to the Scheme Creditor and/or the effect of
any of the other matters referred to in Clause 2.4, in each case as agreed

or adjudicated upon under Part 7; and

(H  the amount, if any, resuiting from the subtraction of the total of {d) and
(e} from the total of {a), (b) and {c) in respect of such Scheme Creditor,
provided that if such subtraction gives rise o a negative amount, the
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T.5.50

7.5.51

7.5.52

7.5.53

figure shall be treated as njl for the purpose of caicuiating the averall
Established Scheme Liability under Part 7.

The amount that the Liguidators so calculate as being due by the Company (o
the Scheme Creditor concerned in accordance with this Clause 7.5.49 (and for
the avoidance of deubt after effecting set off under Clause 2.5 and subject to
Clauses 7.5.50 10 7.5.55) shall be the Scheme Creditor's overall Established
Scherme Liabibity (if anyp.  Subject to Clauses 7.5.50 to 7.5.55, a Scheme
Creditor shall become an Offset Scheme Creditor if the Liguidators determine
that ne overall Established Scheme Liability is due to such person by the
Company under this Clause 7.5.48 or, if relevant. the Scheme Adjudicator
makes a determination o that effect under Clause 7.5.53.

Eor the avoidance of doubt. in calculating a Scheme Creditor's overall
Established Scheme Liability in accordance with Clause 7.3.48. the
Liquidators shall be entitled to take into account, for the purpose of effecting
the set off referred 1o in that Clause. any reinsurance claims which the
Campany may have against a Scheme Creditor in respect of the Agreed
Liabilities (if appropriate), Outstanding Losses and Projected Claims in the
amounts calculated under this Part 7 {inciuding, in partcufar, by the
application of the principles, policies and assumpiions comprised within the
Estimation Methodology).

Each Scheme Creditor may, by notice in writing under Clause 7.8 w be
received by the Liguidators within 20 Business Days after deemed receipt by
the Scheme Creditor of the written notice sent 1o them, object o the amount
calculated in accordance with Clause 7.5.48. In so far as the law aliows, such
objection may only (save in the case of the purporied offset by the
Licuidators, pursuant © Clause 7.5.50. of an alleged reinsurance clsim by the
Company as described in thal Clause) be on the grounds of mathematical or
&ther manifest error.  The Scheme Creditor shall give full reasons for such
objection. Such Scheme Creditor shall not object o the principies, policies or
assumptions comprised withie the Estimation Methodology or its application
to its Scheme Claim. if no objection has been received by the Liguidators
from the relevant Scheme Creditor within the zbove 40 Business Day period,
the amount notified 1o such Scheme Crediter in accordance with Clause 7.5.48
shall be fixed as the Scheme Creditor's overall Estabiished Scheme Liability.

In the event that the Liquidators agree with the objections of a Scheme
Creditor received within the peried referred to in Clause 7.5.51, the
Liguidators shall provide the relevant Scheme Creditor with written
confirmation of the agreed valuation of his overail Established Scheme
Liability and such valuation shall constitute the Scheme Creditor's Established
Scheme Liability for the purposes of the Scheme,

In the event that the Liguidators do nmot agree with the objections of the

Scheme Creditor received within the period allowed by Clause 7.5.51, and
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7.6

7.5.55

7.5.56

agreement cannot be reached hetween the Liquidators and the Scheme
Creditor within 40 Business Days of the receipr of the objection under Clause
7.5.51. the disputed matter iwhich shall be fimited 10 2 dispute on the grounds
of arithmetical or other manifest error) and ail relevant information and
documents shalt be referred to a Scheme Adjudicator to be adjudicated upon in
accordance with Clause 7.6 and the Liguidators shail notity the Scheme
Creditor of their proposed choice of Scheme Adjudicator.

The relevant Scheme Creditor may within 20 Business Days of deemed receipt
of the notice referred to in Clause 7.5.532 object 1o the Ligudators' proposed
choice of Scheme Adjudicator by delivering a notice of objection pursuant
Clause 7.8 containing full reasons for their objection and identifying their
preferred choice of Scheme Adjudicator. [f an agreement as to the identity of a
Scheme Adjudicator cannot be reached between the Scheme Creditor and the
Liquidators within 20 Business Days of receipt of such notice of objection by
the Liguidators, the Liquidators shall request that the Presidesnt of the Law
Society from time 1o time appoint a Scherne Adjudicaror. For the avoidance of
doubt, if the Scheme Creditor concerned does not give a notice of objection
within 20 Business Days of deemed receipt of the notice from the Liquidators
under Clause 7.5.52, the Liquidators’ proposed choice of Scheme Adjudicator
shall be binding on the relevant Scheme Creditor,

The amount determined by the adjudication of the Scheme Adjudicator under
Clause 7.5.53 shall he binding upon the Company. the Liquidators, the
retevant Scheme Creditor and all Scheme Credirors and shall be that Scheme
Creditor's overall Established Scheme Liability,

Upon determimation under this Part 7 of alt of a Stheme Creditor's Established
Scheme Liabilities, those Established Scheme Liabilities shall constitute the
Company's total aggregate liability to the Scheme Creditor concerned.

Determination of Disputed Matters and Suspended Scheme Liabilities by a Scheme

Adjudicator

761

Without prejudice to the generality of the foregoing, in referring:

taj any Disputed Marter to a Scheme Adjudicator in accordance with Clause
7.5.583; ar

{hy any dispute as to the Liquidators' designation of a Notified Scheme
Claim as a Suspended Scheme Liability under Clause 7.5.41 (but only in
this latter case (o the extent the Ligquidators deem appropriate),

the Liguidators will provide w0 a Scheme Adjudicator a copy of the relevant
Claim Forms and Supporting Information and a copy of any other notice,
staternent of correspondence refaung to the Disputed Mauers or Suspended
Scheme Liability (as the case may be). A Scheme Adjudicator shall have full
and uprestricted access o-all of the Company's and Liquidarors’ records and
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7.4.2

miormation and work product in the possession or under the contro! of the
Liguidaiors which such Scheme Adjudicator considers s needed in order to
resolve the Disputed Matters or the matters in dispute as o the designation of
the Suspended Scheme Liability (as the case may be).

In relation 0 any matter which is referred 10 a Scheme Adjudicatar:

(g a Scheme Adjudicator shall consider the papers and documents hefore
him and shall, within 40 Business Days of receipt of the records and
information referred to in Clause 7.6.1, send a notice in accordance with
Ciause 7.8 o the person copcermned stating whether he requires further
written explanations, documents, data or mformation from the Scheme
Creditor, the Liquidaters or the Company, in which case the relevant
person or persons shall, within 40 Business Days after receipt of such
request, provide such Scheme Adjudicator with the required written
explanation, documents or daw or information.  In 0o circumstances
whatsoever shall the Scheme Creditor (or their duly authorised
representative) be entitled to appear before and address such Scheme
Adjudicator on any matter and any submissions which the Scheme
Creditor or the Liguidators (or their duly authorised representatives}
shall be entitied under the terms of this Clause 7.6 1o make shall be
made sotely in writing;

by a Scheme Adjudicator shail be entitled to prescribe and lay down such
procedures or provisions as he in his discretion deems appropriate for
the purposes of assisting him in reaching his decision and shall be
entitled to call upen any party 1o the adiudication for such writien
explanation, evidence, documents, data and information as he may
require. In no circumstances shall such Scheme Adjudicator request
submissions to be made by the Liquidators, a Scheme Creditor (or their
duly appointed representative) otherwise than in writing;

{ty Without prejudice to the generality of Clause 7.2.5: {i} in relation to
adjudicating upon Disputed Matters and disputes concerning  the
designation of Suspended Scheme Liabilities under this Part 7, 2 Scheme
Adjudicator shall, if appropriate. consult with such advisers, including
US coverage attorneys, other legal advisers and experts as he may deem
appropriate, inciuding for the purpose of chuaining legal advice or iegal
opinton in connection with any Disputed Matters or mauers in dispute
regarding the designation of Suspended Scheme Liabilities;

iy i, after the expiry of 40 Business Days from the deemed receipt of the
request for further information pursuant to Clause 7.6.2(2), some or all
of the requested information has not been provided then a Scheme
Adjudicator shall make such determination as he sees fit on the basis of
the information then available to him; and
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163

T.6.4

145

fei  in the event that the Scheme Creditor concerned considers that a Scheme
Adiudicaror bas a contlicl of interest i relation to any matter referred o
him under this Part 7, the Scheme Creditor shall within 20 Business
Days of deemed receipt of a notice of referral w accordance with Clause
7.5.21 notify the Liguidators of such conflict and #s nature whereupon
the provisions of Clause 7.2.4 shall apply.

A Scheme Adjudicator's powers under this Clause 7.6.3 shalt:

2y be to determine any issues of fact or faw directly or indirectly necessary
to adjudicate on any Disputed Matters and the designation of Suspended
Scheme liabilities {to the exwent the Scheme Adjudicator has heen
unsuceesstul in obtaining any agreernent in respect of the same between
the Liguidators and the relevant Scheme Creditor): and

by not include adjudicating upon any disputes s 1o (1) the principlies,
policies or assumptions comprised within the Estimation Methodoiogy or
the application of such principles, policies or assumptions (o the
Disputed Matters and (i) any amounts of Notified Scheme Claims,
except as a consequential result of his adjudication of matters of fact and
law referred to in Clause 7.6.3(a) (with the exception of any Non
Insurance/reinsurance Scheme Claim, the amount in respect of which the
Scheme  Adjudicator shail be entitted to determine upon having
adjudicated any Disputed Matrers refating to such Scheme Claim).

Subject to Clause 7.8.8. the Scheme Adjudicator shall, before the expiration
of 40 Business Days from the date on which he receives the records and
information and work product referred to in Clause 7.6.1, cerufy in writing o
the Liguidators and fo the Scheme Creditor concerned pursuant to Clause 7.8
his determination in respect of the Disputed Matters concerning the Notified
Sehermne Claim. In no circumstances shall the amounts (discounted, where
appropriate) of such adjudicated liabilizes as are referred 1o in this Clause
7.6.4 exceed the relevam amounts notified by the Scheme Creditor in their
Claim Form and Supporting [nformation pursuant to Clauses 7.5.7 and {if
appropriate) 7.5.18.

In determining the Disputed Matters in relation to a Notified Scheme Claim,
or the matters i respect of which the Liguidators designated such Notified
Scheme Claim as a Suspended Scheme Liability, a Scheme Adjudicator shail
act as expert and not as arbitrator. A certificate given by a Scheme
Adjudicator in relation to & Notified Scheme Claim or a Suspended Scheme
Liability under Clause 7.6.4 shall be final and binding on the Company. the
Liquidators, the relevant Scheme Creditor and all Scheme Creditors in so far
as the law allows. Except as required by law or in the case of any
mathematical or other manifest error, no Scheme Creditor nor the Liguidators
shall have any right to appeal therefrom or zoy claim against the Scheme
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7.0.6

167

1.6.8

Adjudicator in respect thereof,  Once such certificate has been given the
provisions of Clauses 7.5.53 0 7,5.55 shali then apply.

At the time of the giving of any such certificate as is referred 10 in Clause
7.6.4 above in relation to a Notified Scheme Clatm or Suspended Scheme
Liability, a Scheme Adjudicator may make such directions in respect of his
reasonable remuneration and in respect of the costs, charges and expenses
reasonably incurred by him, by the Liguidators. or by the Scheme Creditor or

Scheme Creditors concerned, as he shall think just.

If a Scheme Adjudicator shall direct thal any such reasonabie remuneration,
costs, charges and expenses be paid by the Liguidators the same shall
forthwith be paid in full by the Liguidators out of the assets of the Company

as Ligquidation Expenses.

If a Scheme Adjudicawor shall direct that any such reasonable remuneration,
costs, charges and expenses be payabie by a2 Scheme Creditor and the Scheme
Creditor does not pay the same in full within 20 Business Days afier such
directions the Company shall pay any unpaid balance thereof in full vut of its
assets. fn any such case, for the purposes of determining whether such
Scheme Creditor is entitled to receive any payments pursuant to Clause 3.1 of
the Scheme trom the Company, they shall be treated as having received on
account of all Established Scheme Liabilities in respect of which they are so
entitied an amount equal to the unpaid balance so paid by the Company and
the extent, if any. o which they are entitled t0 any payment purseant (0
Clause 3.1 of the Scheme shall be reduced accordingly. Where the Scheme
Creditor is not entitled 10 receive a payment pursuant to the Scheme or the
amount of such remuneration, costs and expenses exceeds their entitlement o
a payment under the Scheme. such amount or such excess shall be treated as a
debt owed by the Scheme Creditor or Offset Scheme Creditors (as the case

may be) to the Comipany.
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7.7

Payment to Scheme Creditors

791

7.1.3

For the avoidance of doubt. any Scheme Creditors' Established Scheme
Liability determined under this Part 7 shall be an Established Scheme Liahility
within the meaning of Clause 2.6 and shall be (reated as such for ali purpuses
of the Scheme, including the setting and receiving of Payment Percentages

under Parts 2 and 3.

When the vatue of all, or virmally all, Scheme Ciaims has heen determined
foilowing their agreement or. if necessary. adjudication (and subject to any
clamms in suspensionj, the Liquidators shall, as soon as reasonably possibie
thereafler, determine, with the consent of the Commirttee of Inspection, the
date (the "Final Substantive Closure Distribution Date”) on which the
Company intends to pay (and subsequently does pay). subject 10 Clause 7.6.8,
a final substantive closure distribution to Scheme Creditors with Established
Scheme Liabilities at the Final Substantive Closure Distribution Date The
final substantive closure distribution in respect of each Scheme Creditor will
be comprised of a payment in respect of a final substantive closure Payment
Percentage under Clause 3.2.1(b) (at a rate determined with the consent of the
Committee of Inspection) (such amount being referred to in this Clause 7.7 as
the "Final Substantive Closure Distribution"),

The Liguidators may also. in their discretion, determine such date or dates
{"Ultimate Sweep Up Distribution Date"} on which the Company shall. if
the Liguidators deem it necessary and subject 10 Clause 7.6.8. pay an amoumnt
by way of secondary distribution 1o all Scheme Creditors with Established
Scheme Liabilities being an amount ¢"Ultimate Sweep Up Distribution")
equal to the final Payment Percentage (under Clause 3.2 1(byy, which
calculation of the Paymem Percentage shall take into account, for the
avoidance of deubt, any sums accruing from the settlement of any Suspended
Scheme Liabilities, Unclaimed Distributions and any assets received after the
Final Substantive Closure Distribution Date and afier reserving for all
Liquidation Expenses involved in making a Ultimate Sweep Up Distribution
and all closing costs of the Scheme and the dissolution of the Company and
amounts required 1o be put aside or placed in trust in accordance with Clause
8.2.2 and for satisfying all continuing obligations of the Company and
Liguidators under the Scheme (notwithstanding the termination of the Scheme)
which the Liguidators consider it is prudent to make.

For the avoidance of doubt, in deciaring and paying any Final Substantive
Closure Distribution and/or Ultimate Sweep Up Distribution, the Liguidators
shall be entitled to make such reserves for present and future Liguidation

Expenses as they see fit,

The Payment Percentage of the Final Substantive Closure Distribution and
Final Substantive Closure Distribution Date shall be notified 1o the Scheme
Creditors once by advertisement in each of those newspapers and publications
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in which notice of the Scheme Meeting was adventised.  Such Final
Substantive Closure Distribution Date shall be no earlier than 40 Business
Duys after the Final Substantive Closure Distribution Date was so advertised

i the last such newspaper or journal.

7.1.6 It a Scheme Creditor 1o whom a cheque for distribution has been dispatched in
accordance with Clause 2.9, in respect of a Final Substantive Closure
Distribution and/or Ultimate Sweep Up Distribution, has not presented it for
payment within 130 Business Days from the date the cheque is issued then the
sums representing such unclaimed distributions (" Unclaimed Distributions™;
shall in the absolute discretion of the Liguidawrs and at such time as they
deem appropriate, either be repaid into the assets of the Company o be made
availabie to 118 Scheme Creditors (subject to the provisions of Clause 7.8.5) or
he donated 1o The Insurance Charities (registered charity number 206860 and
Company Registration Number 74461} {or o their order) and the Scheme
Creditor concerned shall be deemed o have waived its right 1o the Unclaimed
Distribution.  The Liguidators may do any act or thing or enter any
arrangements to give effect o this Clause 7.7.6.

7.7.7 This Clause 7.7.7 applies for the purpose of determining the relevant date for
CUrTency conversion in reiaton o set-off or cross claims for all purposes
relating o the calculations of the Liquidators under this Part 7. For such
purpose, in determining the value of any set-off or cross-claim thar is
expressed in a currency other than the relevant Scheme Claim the currency of
payment pravision at Clause 2.8 7 shalf apply with the following modification.
The relevant date for the Liguidators' scceptance or other derermination that
set-off or cross-claim is available (being the date on which the appropriate rate
of exchange shall be selected) shall, in the absence of agreement or contracmual
provision as referred to in Clause 2.8.2, he the Valuaton Dae,

7.7.8 If any currency in which a Scheme Claim is denominated has ceased o be
legal tender at the date of any payment 1o a Scheme Creditor or set-off under
the Scheme, then. subject 1o the Scheme Creditor's right to make an election
under Clause 2.8.1, the following provisions shall apply. In the case of any
such Habitity being denominated in a currency which has been superseded by
the Buro, the amount of such liability (and any amoumt payable under the
Scheme in relation 1o such lisbility) will be calculated in accordance with the
relevant measures of the European Council relating tw the change-over
operation of a single European currency. The conversion rate to be applied 1o
determine any other such liability or payment shall be at the Liguidators'

reasonable discretion.
7.8 Communications under this Part 7 and extension of fime limits

1.8 Notwithstanding any provision in the Scheme (but subject to the provisions of
Clause 7.8.6) for the purposes of this Past 7, any information. forms,
staternents, documents, notices or other written communications required o be
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7.8.2

of capable of bemg given or sent under this Part 7 {including any Claim Form
and Supporting lnformation) to individual Scheme Creditors. the Company,
the Liquidators, the Aciugriai Adjudicator. or a Scheme Adjudicator {as the

case may be) may be given either:

ta) by delivering the same by hand (including by courier); or

ihy by posting the same by first class post or afrmmail, as appropriate,

in each case

i)

tii)

(i)

539

{v)

in the case of the Scheme Creditors, o such Scheme Creditor's last

known address of which the Liguidators are aware;
tn the case of the Company or the Liguidators, 1o:

The Liquidators

Pacific & General Company Limited (in Liguidation)
Grant Thornton UK LLP

36 Finsbury Square

Londen EC2ZP 2YU

United Kingdom:;

or such other address as the Liquidators may nolify to Scheme
Creditors for the purpose of this Clause 7.8;

in the case of the Scheme Adjudicaior, w the address of the
relevant Scheme Adjudicator appointed in accordance with the

relevant provisions of this Part 7;

in the case of the Scheme Actary, 0 Grant Thomton UK LLP
30 Finsbury Square, London EC2P 2YU, Untted Kingdom marked
for the attention of Simon H Sheaf; and

in the case of the Actuarial Adjudicaor, 1v EMB Consultancy LLP
Saddlers Court, 64-74 East Street, Epsom, Swrrey KT17 1HB,
United Kingdom marked for the auention of Steve Mathews.

Any notice {excépt such notice as is referred to in Clause 7.5.2(a}) to be given
under or in relation to this Part to Scheme Creditors generally will be deemed
o have beeu duly given to Scheme Creditors if it is advertised once in each of
those newspapers and other publications in which the notice of the Scheme

Meetings was advertised,

Any such information, forms, statemenis, documentation, notices or other
communication referred to in Clause 7.8.1 w be given under this Part shall be
deemed to have been served and received;
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T8R4

7.8.7

tayif delivered by hand or by courier pursuant to Clause 7.8.1(a). at the

time of such delivery:

{by if sent by post pursuant to Clause 7.8.1¢b}, on the second Business Day
after posting if the recipient is in the country of dispatch, otherwise on
the seventh Business Day after posting; and

() ifadvernsed, when advertised in accordance with 7.8.2.

Subject 10 Clause 7.8.5, m proviag service by post the party secking to rely
upon such effective service must supply reasonable proof of having placed inw
the post a properly stamped and addressed envelope comtaining the relevant
notice, statement, documentation, information, form or other writen

COMMURICaion.

The accidental omission by the Liquidators 1o send or make available any
aotice, written communication or other document in accordance with this Part
7 tincluding the notice referred 1w in Clause 7.5.2 and Claim Form), or the
non receipt of ihe same by any Scheme Creditor shall not affect the provisions
or operation of the Scheme ecither penerally or with regard to the particular
Scheme Creditor and where such accidental omission results in a Scheme

Creditor being disquatified from receiving any payments in respect of the

whote or any part of their Scheme Claim under the Scheme, such Scheme
Creditor although bound by the terms of the Scheme shall not be entitied to
participate in any distributions that may be paid to Scheme Credilors in respect
of that Scheme Claim,

For communication purposes only, the Liguidators may, at their discretion,
treat those acting on behalf of Scheme Crediors in the ordipary course
{including, but not limited to professional advisers, managing general agents,
the managers of underwriting pools, the holders of line slips or -binding
authorities or similar representative hodies ("Representatives”)) on the basis
that those Representatives are fuily authorised to represent the Scheme
Creditor concerned. Further, the Liguidators may in their absolute discretion
treat those Represematives as if they were a single Scheme Creditor or, as the
case may be, Offset Scheme Creditor in place of their principal or principals.

Where ender this Part 7, the consent or agreement of the Commiuee of
Inspection is required, such consent or agreement shall be deemed o have
been given if a majority in number of the Committee of Inspection so consent.

Except in relation o the Bar Date, the Liguidators may. in their abselute
discretion, at the request of & Scheme Crediior or otherwise, either generally
or in respect of any particular Notified Scheme Claim, Projected Claim or
Suspended Scheme Liability, exiend any time period referred to in Part.7;

{a} ~ Within which the Liquidators are required to refer Disputed Matters in

refation to & Notifled Scheme Claim or the designation of Suspended
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7.8.9

Scheme Liabilities 10 the Scheme Adjudicator pursuant to Clauses
7.8.22,7.5.23.7.5.39. 7.5.40 and 7.5.46 (as the case may hey};

(v Within which the Scheme Adjudicator is 1o provide his certificaie
pursuant o Clause 7.6.4, and

iy Within which the Actuarial Adjudicator is to provide his certificate
pursuant to Clause 7.5.34.

[f at any time before the Bar Date. there has been a substantive failure of the
Wehsite amd/or a major disruption of the postal service, in the reasonable
opinion of the Liquidators, then they may in their absolute discretion extend
the Bar Date to such date as they deem appropriate. The Liguidartors shall
notify all Scheme Creditors of the dawe of the extended Bar Date by
advertising once in those newspapers and journals in which notice of the

Scheme Meetings was given.
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PART ¥ - DURATION OF THE SCHEME

8.1 Termination events
R The Scheme shall terminate if:
{u)  all the liabilities of the Company have been discharged in full; or

My the Liguidators, after consutting with the Committee of Inspection, give
notice is writing w the Company at its registered office that, after due
enquiry, they have concluded that the Scheme is no longer in the
mterests of the Scheme Creditors,

8.1.2 tpon termination of the Scheme the followiag provisions shall apply:

tz)  termination of the Scherne shail be withowt prejudice to any right or
odligation which shall have arisen under the Scheme a5 a result of any
act or omission which took place prior to the termination of the Scheme
including, withou! limitation amy right to an indemnity out of the assets
ot the Company as a result of an act or omission which ook place, or as
a result of liabilities or expenses which were jncurred, prior to the
termination of the Scheme; and

by as soon as practicable following termination, the Liquidators shall cause
notices stating that the Scheme has terminated o be placed in such
newspaper as the Liquidators consider appropriate for one day a week
for three consecutive weeks following such termination,

8.1.3 In the event of a conflict or consistency between the provisions of the
Scheme and the Applicable insolvency Law as it applies o the Company. for
the purposes of the Scheme the provisicns of the Scheme shall. in so far as the

faw allows, prevail.

8.2 Releases

8.2.1 Subject to Clause 8.2.5, with effect from the Final Substantive Closure
Distribution Date, any then existing or former Liguidators. the Scheme
Actuary, a Scheme Adjudicator, the Actuarial Adjudicator, members of the
Committee of Inspection, Employees and Delegates. the Superintendemt of
Insurance for the State of New York. and any person who may be held liable
in law for the actions or omissions of such persons in each case in their
capacity as such (collectively referred 10 as the “Released Parties™) shall be
reteased absolutely and unconditionafly from amy claims by any Scheme
Creditor howsoever relating 1o the Released Parties, save those notified in
writing 10 the Liguidators (who shall act as agent for service in respect of
¢laims against third parties {but withous attracting any liability in so doing)) by
that date, in respect of any loss or lability relating to or arising out of any act
done or omitied to be done in the course of or in comnection with the
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preparation, huplementation. administration and operation of the Scheme, or
the exercise by any of the Released Parties of any power, right. duty or
obligation conferred upon it or him thereunder howsocever or wheresoever
caused and whether any such claims are atiributable (o his or her negligence.
default, breach of duty or breach of trust {but nat fraud or dishonesty). For
the avoidance of doubt, in this Clause 8.2 Scheme Creditors includes Offset

Scheme Creditor.

In refation to any ctaim or potential claim against any of the Released Parties
whether or not notified prior 10 the Fina!l Substantive Closure Distribuation
Date upder Clause 8.2.1, the Company will (in consultation with the
Commitee of inspection} set aside or place in trust, at such time as they see
fit. such sums by way of reserves as are deemed appropriale to meel any
obligation that it may at some fumre date have to pay. Any amounts so set
aside or placed in trust which. in the Liquidators” opinion. are not required io
meet any such obligation, shall be available for distribution 10 Scheme
Creditors pursuant 1o the Scheme. The Company may, with the approvai of
the Commitiee of Inspection {such approval not to be uareasonably withheld
or delayed) purchase and maintain for the benefit of the Released Parties
insurance against any lisbility, which it might incur notwithsianding the
refease in Clause 8.2.1 above or any liability that they might incur in relation
to fultllling its functions under the Scheme howscoever arising, save in respect
af any such Released Parties' fraud or dishonesty. For the avoidance of doubt
any such cbligation or liability referred to in this Clause shall include without

Limitation, costs of defence.

Subject to Clause 8.2.5, each of the Scheme Creditors and Offset Scheme
Creditors hereby authorises any one of the Liguidators (acting alone} 1o enter
inta, execule and deliver as a deed on behalf of each such Scheme Creditor the
Deed of Release in substantiaily the form at Appendix B between the Scheme
Creditors and Offset Scheme Creditors and the Liquidators on the one hand
and each of the Released Panties on the other.

Subject to Clause 8.2.5, on the Final Substantive Closure Distribution Date
{or as soon as practicable thereaficr), the Liguidators shall cause one of their
number 1o enter into and deliver the Deed of Release on behaif of ali Scheme
Creditors and Offset Scheme Creditors pursuam to the authority conferred by
Clause 8.2.3.

For the purposes of Clauses 8.2.1, §.2.3 and 8.2.4, Released Parties shail
include any third party retained to assist or advise in relation to those matters
referred to in Clause 8.2.1 and to the extent only of such advice or assistance.
For the avoidance of doubt, such third party shall not have the benefit of
Clause 8.2.2. any indemnification under the Scheme nor shall they be released

from any claim the Company may have.

n
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PART 9 - GENERAL SCHEME PROVISIONS

a1

9.3

Effective Date

g1

The Scheme shall become effeciive as soon as a copy of the order of the
Court sanctioning the Scheme shall have been delivered for registration to
the Registrar of Companies in England and Wales as required by section
425(3y of the Companies Act {the "Effective Date™).

Liguidation Expenses

92

There shall be paid i full out of the assets of the Company (and
notwithstanding the termination of the Scheme):

{a)

i)

(e}

all outstanding costs. charges, expenses and dishursemenis reasonably
incurred by the Company on or after the Petition Date, but prior to the
Effective Date, in connection with the liquidation of the Company
generally, as well as i connection with the negotiation, preparation
and implementation of the Scheme. inctuding the costs of holding the
meeting of its Scheme Creditors convened to consider the Scheme and
the costs of obtaining the sancton of the Court:

all costs, charges, expenses and disbursements incurred by the
Company in the course of carrying out the Scheme and of complying
with the provisions of the Companies Act (including convening the

Scheme Meeting):

insofar as they do not fall within Clause 8.2.1(2) and (b}, and ali costs,
charges, expenses, and disbursements incurred by, and the
remuneration of, the Liguidators and/or any stmilar officehoider
appointed to the Company, w0 the exient that such costs, charges,
expenses, disbursements and remuneration are referable to the affairs
of the Corpany; and

insofar as it does not fall within Clauses 9.2.1(a} or (¢). any sum
which the Company is obliged to pay by reason of the obligations
imposed on it by Clauses 5.3.5. 53,6, 53,7, 6.3.2. 6.3.2 and 6.3.4
and Part 7. and

the costs of placing the notices required by Clause 8.1.2(b).

Modification of the Scheme

G311

The Company may, at any hearing to sanction the Scheme, consent on
behalf of all those concerned to any modification of the Scheme or any
terms or conditions which the Court may think fit to approve or impose and
which would not directly or indirectly have a materiaily adverse cffect on

the interests of any Scheme Creditor under the Scheme,
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4.4

g5

9.6

Natice

Save as provided for in Clause 7.8, any notice to be given ro the Company under or
in relation to this Scheme shall be given in writing and shail be deemed  have heen
duly given if it s delivered by hand or sent by pre-paid first class post, and by ar
mail where it is addressed to a different country from that in which it is posied, to:

The Liquidators

Pacific & General Insurance Company Limsted (in Liguidation)
Grant Thornton UK LLP

30 Finsbury Square

London EC2P 2YU

United Kingdon;

(or at such other address as the Liguidators may notify to Scheme Creditors for the
purpose of this Clause 9.4 i such newspaper as the Liguidators consider appropriate
for one day a week for three consecutive weeks), and any notice posted 3s aforesaid
shall be given also by telefax to the Company at such address and shall be deemed 10
have been given on the second (or, if by airmail, the seventh) Business Dy
following the date on which it 15 posted.

Governing law and jurisdiction

The Scheme shail be governed by, and construed in accordance with, English law
and the Scheme Creditors hereby agree that the Court shall have exclusive
jurisdiction © hear and determine any suit, sction or proceeding and to settle any
dispute which may arise out of the Explanatory Swatement or any provision of the
Scheme, or vut of any action taken or omitted to be taken under the Scheme or in
connection with the administration of the Scheme, and, for such purposes, the
Scheme Creditors irrevocably submit to the jurisdiction of the Court provided,
however, that nothing in this Clause 9.5 shall affect the validity of ather provisions
determining poverning taw and jurisdiction as between the Company and any of the
Scheme Creditors, whether contained in any contract or otherwise.

Third Party Rights

Without prejudice to the terms of the Deed of Release, nothing in the Scheme, or the
Explanatory Statement gives any person any right to enforce any terms of the
Scheme other than as provided for by the Contracts (Rights of Third Parties) Act
1999,

Dated 25 March 2008

-GS -

A glossary is avatlable af the back of this document

82



APPENDIX A
NOTICE OF MEETING OF SCHEME CREMTORS

IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION
COMPANIES COURT

No., 9163 of 2007

IN THE MATTER OF PACIFIC & GENERAL INSURANCE COMPANY LIMITED
(N LIQUIDATION)
AND IN THE MATTER OF THE COMPANIES ACT 1985

NOTICE IS HEREBY GIVEN that by an order dated 17 Janvary 2008 made in the High
Court of Justice of England and Wales tthe "Court") in the above matter, a meeting was
ordered o be convened of the Scheme Creditors (as defined in the Scheme of Arrangemen
hereinafter mentioned) (the "Meeting”) of the above named company ("P&G") for the
purposes of considering and, if thought fit. approving (with or without modification) a
scheme of arrangement proposed 1o be made between P&G and its Scheme Creditors (the

"Scheme").

The Meeung will be beld on 9 June 2008 at Chartered Insurance Institute, commencing at
{2 noon (London time). Registration will commence at 10 a.m. (London time).

All Scheme Creditors are requested to auend the Meeting either in person or by proxy.
Scherne Creditors may voie in persen at the Mecting or may appoint another person,
whether a Scheme Creditor or not. as their proxy o attend and vole in their place,

The chairman of the Meeting will address Scheme Creditors generally oa the Scheme and
on issues relevant to voting immediately prior to the cemmencememn of the Meeling.

A Form of Proxy and Voting Forin for use at the said Meeting is enclosed with this Notice,
Scherme Creditors are requested w lodge the completed Form of Proxy and Voting Form
with LCL Insurance Services Limited. Cornhill House. 32 Carnhiil. London EC2V 35G.
England, United Kingdam, Fax: +44 {0) 207 623 4352 or E-mait: pacific. general@icl-
group.com, marked for the attention of Michael Tolhurst, by no later than 5 p.m. (Lendon
time) on 6 June 2008. Forms may also be handed in at the regisiration desk prior 1o the
commencement of the Meeting. Faxed and e-mailed Forms of Proxy and Voting Forrs will
be accepted only if legible but Scheme Creditors are reguested to send the originals, to be
received by LCL Insurance Services Limied at the above address by no later than 3 p.m.
{London time} on the date which fatls 7 days after the Meeting.

A copy of the satement required 1o be provided to credilors pursuant o section 426 of the
Companies Act 1985 is enclosed with this notice. Copies of this document, as well as the
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Scheme and hlank Forms of Proxy and Voting Forms may be obtained by auending at Grant
Thornon UK LLP. 30 Finshury Syuare, London EC2P 2YU. or on written application to
such address. marked for the attention of Edward Waiker or Christopher Farmer during
normal business hours on any day (other than a Sawrday or Sunday or public holiday) prior
to the day appoisted for the said Meeting. They may also be downloaded and printed from

the wehsite www. gt-pandg.com.

You are entitled to vole against the Scheme as proposed and/or atwend on the hearing of the
petition lo sanction the Scheme, should it be approved by the requisite majority of Scheme

Creditors, w0 voice any obiections (¢ the Scheme,

The Court has appointed Ipe Jacob or. failing him, Richard Graham White, o act as
chatrman of the Meeting and has direcied the chairman of the Meeting 10 report the result of

the Meeting to the Court,

If approved by the requisite majorities of Scheme Creditors, the Scheme will be subject 1o
the subsequent approval of the Count. Any policyholder who has any questions concerning
the action he is required o take should contact Ipe Jacoh and Richard Graham White, Joint
Liguidators of P&G at Granl Thornton UK LLP, 30 Finsbury Saquare, London EC2P 2YU.

DATED 25 March 2008

Clifford Chance LLP
1 Upper Bank Street
{ondon

El4 51

United Kingdom
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APPENDIX B
DEED OF RELEASE

Dated [ #]

THE LIQUIDATORS OF
PACIFIC & GENERAL INSURANCE COMPANY LEIMITED {IN LIQUIDATION)

~and -
THE SCHEME CREDITORS
- and -

THE RELEASED PARTIES

DEED OF RELEASE
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THIS DEED is made the [ 9] day of [®] [ ®]

BETWEEN:

th

EACH SCHEME CREDITOR of the Company, acting by any one of the
Liguidators, acting as agent pursuant to the authority conferred upon the Liquidaiors
by the Scheme Creditors under Clause 8.2.1 of the Scheme:

EACH OF THE RELEASED PARTIES. as defined in Clause 8.2 of the Scheme.

{2}
scing in the following capacities. as appropriate:

{a) on their own behalf;

(b} subject to the following, as trustee for any corresponding former Released
Pary:

() in the case of the Liguidators, (1) as agem for each Scheme Creditor
pursuant 1o Clanse 8.2 of the Scheme for the purpose of giving ihe refeases
in favour of the Released Parties and (ii) as trusiee for any Released Party as
defined in Clause 8.2 of the Scheme which is not expressly identified in this
parties Clause;

() in the case of any former mermnber of the Committee of Inspection, by one
current member of the Committee of Inspection acting on their behalf; and

e} [¢] and [*] as wustee on behalf of current and former Employees and
Delegates, respeciively.

WHEREAS:

(Ay  Pursuant (o Clause 8.2 of the scheme of arrangement (the "Scheme"} proposed in
relation to the Company pursuant o Section 425 of the Companies Act 1985, which
Scheme became effective on [insert Effective Date of Schemel each Scheme Creditor
has authorised any one of the Liguidaters ic enter into and execute and deliver this
Deed on its behaif.

By  The Released Parties. have agreed (o enter into and execule and deliver this Decd on

their own hehiall and, where stated, as trustee on behalf of certain of the Released

Parties on the ierms set out below.

THE PARTIES AGREE as follows:

PART [ - INFERPRETATION

Bl

Terms defined in the Scheme shall have the same meaning in this Deed. The term
“Company”. as used in this Deed, shall mean Pacific & General Insurance Company

Limited (in Liquidation).

In this Deed. unless the context otherwise requires or expressty provides:
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() referetnces to any Clause. withoul further desigration. unless the context
otherwise requires, shall be consirued as a reference 1o the Clause of this

Dieed so numbered;

ib} section headings, the front cover of this Deed and the headings are for
convenience onty and shall not be taken into account in the interpretation of
this Deed;

i) reference to any Acl, statute Or statutory provision shall inchude a reference

1o that provision as amended. re-epacted or replaced from tme to tme
whether before or after the date of this Deed and any former stawtory
provision replaced (with or without modification) by the provision referred

e}

(dy waords importing the ptural shall include the sinpular and vice versa; and

references 10 a person includes a reference (0 any body corporate,
unincorporated association or partnership and o that serson’s legal personal

3

TE[}I‘C‘SGB[&UV&S GT SUCCESSOLS.

1) for the avoidance of doubt, a person who at any time is treated under any
provision of the Scheme as a Scheme Creditor shall be bound by the releases
in Clauses 2.1 of this Deed and 8.2 of the Scheme notwithsianding that he
shali have become an Offset Scheme Creditor under Clauses 7.5.47 w
7.5.54 of the Scheme.

PART 2 - RELEASES

21 in consideration of the payment of £1 (receipt of which is hereby acknowledged). the
Liguidator who executes this Deed on behalf of the Scheme Creditors and each of
them pursuant 1o the suthority conferred on him by Clause 8.2 of the Scheme, hereby
releases on behalf of such Scheme Creditors:

20 the Released Parties absolutely and unconditionaliy from any clatms that the
Scheme Creditors (or any of them) have or may have howsoever atiaching
to any such Reieased Parnty, save those notified in writing to the Liguidators
before the Final Substamive Closure Distribution Date pursuant to Clause

8.2 of the Scheme:

fi) in respect of any loss ar liability relating to or arising out of any act done or
omitted to be done in the course of or in connection with the preparation,
implementation. administration and operation of the Scheme; and

(b} in respect of the exercise by any Released Party of any power, right, duty or
obligation conferred upon thai Released Party. '

212 the exisung and former members of the Commiuee of Inspection absotutely
and unconditionally from any claims that the Scheme Creditors (or any of
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themi have or may have howsoever asutaching o any such persons, save
those notified 1 writing to the Liguidalors before the Substantive Closure
Distribution Date pursuant to Clause 8.2 of the Scheme:

fa} in respect of any loss or lwability retating o or arising out of the
implementation of the Scheme and their role as members of the
committee of inspection established under the Applicabie nsoivency
Law {as defined under the Scheme}: and

(b)  in respect of the exercise by any such person of any power. right, duty
or obligation conferred upoa that person thereunder,

in cach case howsoever or wheresoever caused and whether any such claims are
attributable to that Released Party’s negligence, default, breach of duty or breach of
trust {but not fraud or dishenesty) te the intent and effect that such releases shall
vperate m favour of and be enforcezble by all or any Released Party.

For the avoidance of doubt the releases conferred under Clause 2.1 shall he
conferred on, m the case of Clause 2.1.1. any Released Party (as defined i Clause .
8.2 of the Scheme) and, in the case of Clause 2.1.2, any existing or former member
of the Committee of Inspection whether or not such party is specifically named as a

party o or executes this Deed,

PART 3 - FURTHER ASSURANCE

Each party shail at its own cost do and execute or procure 10 be done and cxecuted
all necessary acts, deeds, documents and things reasonably within its power o give

effect to this Deed.

PART 4 - CONFLACT

This Deed is expressly intended 1o supplement the Scheme in refation 1o the releases
w be given by Scheme Creditors o Released Parties. ff at sny time there shal] be
any contlict between the provisions of this Deed and the provisions of the Scheme,
the provisions 0f this Deed shall prevail.

PART 5 - THIRD PARTIES

51

The parties o this Deed agree that the Contracts (Rights of Third Parties Act) 1999
shall apply with respect to the benefits this Deed confers on the Released Panties.
For the avoidance of doubt. such Act shall apply (o any Released Party whether or
not such a party is specifically named as a party to this Deed,

Should any party to this Deed be acting as agent or trustee on behalf of another
person and that agent or trustee is determined 1o be not so duly suthorised so o act
or if their agency or irusteeship is otherwise terminated or retrospectively or
prospectively deciared invalid for any reason, the provisions of this Deed shall
continue to operate and take effect as though they were so duly authorised.

ST
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PART 6 - LIQUIDATORS

6.1

6.2

6.3

This Deed is entered imo by the Liquidater who executes it on behalf of the Scheme
Creditors and each of them pursuant to the authority conferred upon thar Liquidaior

under Clause 8.2 of the Scheme.

The Liguidators have also emtered into this Deed:

{u) on their own behalf; and
h) as trustee on behalf of the persons referred 1 at Recital (2)([*]) w0 this
Deed.

The Liquidators shall incur no personal liability. either by entering into this Deed or
their acting in any capacity referred to herein. Nothing in this Deed shall operate 10
restrict or affect in any way any right of the Liguidators w an indemnity or assurance

te which by law they are entitled,

PART 7 - COUNTERPARTS

This Deed may be executed in two or more counterpans, each of which shall be
deemed fo be an original and which together shall constitute one and the same

instrument,

PART 8 - ASSIGNMENT

This Deed shall not be assignable,

PART 9 - GOVERNING LAW

This Deed shall be governed by and construed in accordance with English law. The
parties hereby agree that the English Court shalf have exclusive jurisdiction o hear
and determine any suit, action or proceeding and to seule any dispute which may

arise out of this Deed,

IN WITNESS of which this Deed has been duly executed and delivered on the date first

appearing on this Deed.

[TO BE EXECUTED AND DELIVERED as

a deed by each of the SCHEME

CREDITORS and RELEASED PARTIES

in the manner and capacity referred 10 in the parties clause herein.]

L7
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APPENDIX C
SUMMARY OF RECEIPTS AND PAYMENTS 17 QCTOBER §984 - 31 DECEMBER 2087

RECEIPTS TOTAL (£)
Remsurance recaveries and collections £1.720,322.14
[nterest received 2,473,989 57
Capial receipts 1.o81.064.72
Recelvership surplus 777.807.1C
Other tncome 204 81943
Pension Realisations 200,794.49
Comoration Tax Refunds 190,548.44
Ex-gratia receipt ©7179,400.82
Stock realisations 171.698.37

§4.000.00

Deposits received
17,684.650.08

PAYMENTS
Liguidators’ Fees 5.090,219.30
Liquidators' Expenses 136.508.30
Legal Fees 2.813.693.15
Run-off Agents 1.824933.72
Underwriters & Consultant fees 764.844 .50
VAT 775.038.21
Congributions 10 legat costs 746,850.00
DTI pavments 561,540.33
462 .458.30

Agems' Fees

Tax on Interest 254 975 88

Other Payments 239.210.67
Security for costs 202.000.00
Professional Fees 119,405.00
Rank Charges 16.630.85
Pegitioners” Costs 3.913.95

14,009,222 16

BALANCES IN HAND 3,675,427.92

CASH AT BANK 3,675,427.92

-73 -
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PACIFIC AND GENERAL INSURANCE COMPANY LIMITED (IN LIQUIDATION)
(IIP&GII)

INSTRUCTIONS FOR THE COMPLETION OF CLAIM FORMS

This document provides guidance on how to submit vour Clatm Form in the proposed
scheme of grrangement "Scheme” under Section 425 of the Companies Act 1985
hetween Pacific and General Insurance Company Limited and its Scheme Creditors, as

defimed i the Scheme.

Plewse pote hat vou shoubd noe sehimn vear Chnm Form unhl afier won finve boen

solfied by the Togndaiors dat the Schieme has beconme ctlecive,

Asserting your claim

You have been sent a Claim Form because you are believed to be a Scheme Creditor.
In order o assert your claims against P&G and become entitled to receive dividend
payimenls pursuant to the Scheme you are required to complete and return a Claim
Form in accordance with these instructions and return it to the Liquidators on or before

the Bar Dale.

If the Liguidators do not receive a Claim Form from you on or before the Bar Daze you
witl ot be entitled o any dividend payment pursuant o the Scheme and will have no
other right to payment by P&G in respect of any Scheme Claim, The Bar Date will be

notified by separate letter, when known,

Ineluded in the Clasm Form pack are a number of forms as listed on the contents page.
It is important that when you assert any claim you follow the instructions and ensure
that it 35 correct and fair and i supported by appropriate evidence. The Liquidators
request that you reiurn this package by amending and rewrning the spreadsheet
provided. Allernatively. you may requesi a paper copy of the Claim Form vack from
the Scheme Claim Form Team.

For & dewiled explanation of the Scheme and the reasons why the Liquidators are
requesting that you compiete the enclosed Scheme Claim Form please refer to the

Scheme Document.

IT 8 IMPORTANT that you carefully check the information pravided before your

submit your Claim Form.

The detailed information provided inchudes:

I Form name Action required When J

| |

| Ciaim Form After the Scheme has become After the Effective Dale J

! effective, the Liguidators will and before the Bar Date. |

! advise all creditors to submit Claims submitted after l
_76 -
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Form name Action required [ When

their Claim Ferms. Your the Bar Date, subject to
Scheme Claims must be the Liquidators’
presented on a Claim Form. discretion, will not be
admitled for dividend
purpases.
Bank Details Form If you require payment by Afier the Effective date
Telegraphic Transfer. please and befare the Bar Duate.

complete your bank account
details and submit this
information with your Claim

Form. If we do not receive
these details payment will be
made by cheque.

Sammary extract dama of Please review this summary When received
P&G's records information, which is an
extract of dala held in P&G's
computer systert. This
nformation is provided to
assist you with the completion
of the Clain Form. It is for
mformation purposes only, but
does provide an indicator as to
your amticipaled claim against
P&G. We recommend that you
conunence your reconciliation
as so0n as this information is

received.
inward unpaid paids This repont provides, al When received
summary Category of claim level, a !

summary of the Inwards unpaid

paids report.
Inward unpaid paids liems that have been presenzed | When received

to P&G for settlement that have
been agreed and which remain
unpaid per your records,

Inward outstanding This report provides, at When received
summary Category of claim level, 2

{  summary of the Inwards

L7
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Form name

Action required

When

outstanding report.

fnward outstanding

This form is provided blank, It
ts for you 1o complete. Please
provide, on an individual
policy basis, detaits of each
clatm you currently have in
you records as heing
ouistanding from P&G.

After the Effective Date
and betfore the Bar Date.
Claim Forms submitted
after the Bar Date,
subject to the
Liguidators' discretion,
wiil not be admitted for
dividend purposes.

Outward unpaid paids
summary

This report provides a
summary of the Outwards
unpaid paids report.

When you submit your
Claim Form.

Outward unpaid paids

This report is the dewtled hine
by line analysis of the summary
values entered on the data from
P&G's records’ report. This
form shows your share of
P&G's owsward reinsurance
protections and the current
Hems that remain unpaid.
These values will need 10 be
entered on your Claim Form.

When you submil your
Claim Form.

Qutward outstanding
SWTHArY

This report provides a
summary of the OQutwards
outstandings report.

When you submit your
Claim Form.

Quiward outstanding

This form shows your share of
P&G's outward Teinsurance
protections and the current
outstanding advised to our
brokers. These vaiues witl need
to be entered on your Claim
Form.

When you submit your
Claim Form.

Towzrd contract listing

This is an extract of all inward
contracts written by P&G
proteciing yot.

(This informarion is
primarily provided for
information purposes)

Qutward contract listing

This is an extract of all

outward reinsurance contracts

(This informarion is
primarily provided for

-8 -
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Form name Action required When

placed by P&G with you. informeation purposes)

|
|

Please note that details of any inward outstandings (ocustanding claim advices presented
by you 1o P&G) have not been included, as past analysis indicates that the Comparny's
records for these items may not be up o date. These will be amended, as with all other
dala items, when your Claim Form becomes final and binding under the Scheme. To
assist with completing the Claimt Form, claims falling under the heading of Health

Hazard include:

= Blood Factor HIV

. Hearing Loss

- Silicone/Breast Implants

. Exposure to Beryllium

= Exposure to Chemicais

. Exposure to Silica Dust

s Exposure o Apent Orange

. Use of Sefacryn

u Use of Diethylstilbestrol {DES})
. Huli Blister

Estimates of the values of ioward and outward Projected Claims have also not been
inciuded. Any outward Projected Claim, for offset purposes will be calculated by the
Scheme Actuary in accordance with the Estimation Methodology .

Supporting information when Returning the Claim Form Pack

In additien (o the specific detiled information required in the Claim Form pack you
must enclose additional detailed information to support any amendments you make (o

your Claim Form, This could include:

. policy and exposure information in connection with ashestos, poliution
and health hazard claims,

. the model used (o justify any estimate of IBNR vou enter,

. information on the current development of large claims,

. any other information which you feel supports your claim against P&G,

whether relating to an insured toss or a non-insurance claim.

Before returning the package you must complete the declaration at the botiom of the
Claim Form. Please submit your completed claim form pack and supporting

infermation to:

L.CL Insurance Services Limited, Cornhill House, 32 Comhill, London EC2V 358G,
United Kingdom;

or by email to
- 79 -
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pacific, general@lcl-group.com

ft is important that care is taken in completing Claim Forms. If a Claim Form is
returned to the Liquidstors for or on behalf of a Scheme Creditor, that Scheme
Creditor will be deemed pursuant to the Scheme 1o have warranted that the information
on it. or enciosed with it, is correct and fair and supported by appropriate evidence.

NOTE: FOR SECURITY REASONS, IF YOU WOULD LIKE DIVIDEND
PAYMENTS TO BE MADE DIRECT TO YOUR BANK ACCOUNT, THE BANK
DETAILS FORM MUST BE RETURNED UNDER COVER OF A LETTER ON
HEADED STATIONERY.

The Claim Agreement Process

Once the Liguidators have received your completed Claim Form pack, the first siep
will be to agree the factual information you have provided.

Should your returned information not be agreed immediately the payment of any
evenlual dividend (o you may be delayed as the Liquidators will need to investigate
your claim. [t is therefore in your interests to provide complete supporting information
when initially asserting your claim. If. after investigation and discussion with you. your
claim is still not agreed, it will be referred for adjudication, the results of which will be
binding on both paries. Please note the Scheme Adjudicator has the power ko award

costs.
Projected Claims Valuation

Once all factual information has been agreed, or determined by adjudication, it
pecomnes binding. The Scheme Actuary will then calcuiate any applicable estimation 6f
liabilities in accardance with the Estimation Methodology set out in Appendix F to the

Scheme.
The Valuation Statement

The Scheme Actuary will calculate your claim in accordance with the Estimation
Methodology, taking into account any reinsurance or other sel-off. Security Interests
and the amoumt of any non-insurance claim you may have. This net wwl is your
Established Scheme Claim due from the Company, which has been discounted to allow
for the time value of money back to the Peiition Date, {7 Ociober 1984, A Valuation
Statement will be sent to you setting ocut your Eswblished Scheme Claim with a
breakdown of the constituent elements. A Valuation Statement will only be subject 10

challenge on the grounds of manifest error,

if you have any gueries regarding the proposed Scheme and associated forms then
please contact the Scheme Claim Form Team at the Company.

Tel: +44 {0y 207 398 5600 E-mait: pacific. general@lcl-group.com

S8 -
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APPENDIX F
ESTIMATION METHODOLOGY

Scope and Purpose

This Estimation Methodology will be employed by the Scheme Actuary in the valuation
of Scheme Claims referred 1o him by the Liguidators in accordance with the Scheme.

The Scheme Actuary will also estimate the value of a Scheme Creditor's Outwards
Projected Claims, Owwards Unpaid Losses and Outward Outstanding Losses where
this has not been agreed between the Liguidators and the Scheme Credior for the
purposes of off-sel against Scheme Claims in accordance with the Scheme. These
values will be derived from the values determined for Scheme Claims, including

Projected Ciaims.

In addition, the Scheme Actizary will be responsible for discourting all Established
Scheme Liabilittes. such that they are valued as at 17 Qciober 1984 .

Approach

The Estimation Methodolegy has been prepared in accordance with the Institute of
Actuaries gutdance note GNI2: General Insurance Business: Actuarial Reports.  This
methodology must be considered i its entirety, as individual seclions could be

misieading if considered in isolation.

This Estimation Methodology is designed 1o allow the Scheme Actuary to value
Projected Claims in a fair, equitable and cost-effective manner allowing for the key
characieristics and claims experience of each class of business.

The Estimation Methodology as 2 whole has been reviewed by the Acmuarial
Adjudicator and in his opinion i is appropriate for application to the Company's
business for the purposes of the Scheme, The Actuarial Adjudicator will also review
the applicaiion of the Estimation Methodology by the Scheme Actuary. A Scheme
Creditor will be permitted to dispute whether the Estimation Methodology has been
applied correctly by the Scheme Actuary, However, a Scheme Creditor will not be
permitted to dispute the results of the correct application of the methodology by the

Scheme Actuary.
Data

The Company wrote business between {979 and 1983. The business writlen consisied
predominantly of direct insurance, facultative reinsurance, and treaty reinsurance of
casuaity and. property risks. [t was mestly London market business written on a
worldwide hasis, including substantial US exposares.

For the purposes of the application of the Estimation Methodelogy, claims will be
classified into the following seven categories:

S8l -
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1) Ashestos cluims aristng from direct insurance and facultative reinsurance

2y Asbestos claims arising from treaty reinsurance

3} Poliution claims arising from direct tnsurance and facultative reinsurance

4y Potlution claims arising from treaty reinsurance

3} Health Hazard claims arising from direct msurance and facultative reinsurance
6) Health Huzard claims arising from treaty reinsurance

7y Ali other claims

In terms of cutstanding claims, Category 1 is by far the most significant.

3.3 The Scheme Actuary will allocate cach individual claim to one of these categories,
The data to which the Estimation Methodology will be applied will be that contaiped in
the Claim: Form and any supporting evidence returned by a Scheme Creditor 10 the
Liguidaiors when that data has either been agreed with the Liquidators, er dewermined
by Adjudication, and has become binding for the purposes of the Scheme.

14 The valuaton of all Scheme Claims will be stated as at 17 October 1984 by -adjusting,
where necessary. for the time value of money.

3.5 Data will he agreed or determined in Steriing. US Deliars, Canadian Dollars and
Australian Dollars which are shown on the Claim Form. but wiil be converted into &
common currency using the retevant exchange rates prevailing as at 17 Qcilober 1984
prior to the application of the Estimation Methodology .

36 Where appropriate. the Liquidators will consuit the Scheme Actuary in connection with
mformalion on Claim Forms and supporting evidence prior (o its agreerent or

determination.

4, Actuarial Process

4.1 After the Bar Date, once all Claim Forms and supporting evidence have been received
from Scheme Creditors, the Scheme Actuary wili conduct a best estimate reserving

study.

4.2 Amongst other things. this will be used 10 produce benchmark paymernt patterns which
wiil he used whenever Scheme Ciaims or reinsurance recoverable need o be
discounted by the Scheme Actuary pursuant o the Scheme,

4.3 This reserving study will be used directly in the process of valuing Projected Claims

for individual Scheme Credors.
3. Projected Valuation Approach

5.1  The Scheme Actuary will value the Projected Claims for all Scheme Creditors.

-82-
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6.1

4.3

7.3

7.4

A Scheme Creditor may challenge whether the Scheme Acwary has applied the
Estimation Methodology correctly.  If such an appeal is made, the Actuarial
Adjudicator will peer review the application of the Estimation Methodology by the
Scheme Actuary as it appiies 10 that Scheme Creditor and determine whether. in the
Actuarial Adjudicator’s opinion, it is 2ppropriate.

Best Estimate Reserving Study

After the Bar Date, a best estimate reserving siudy will be conducied for the purpose of
determining figeres and parameters (o be used for the purpose of valuing Projected
Claims for each category of claims and underwriting year. The Projected Claims for
cach Scheme Creditor will be valued in a consistent manner $o thal wo Scheme
Creditors with identical claims and exposures wili have equal values of Projecred

Claims.

Once the daea reconciliation process has been formally concluded. the hest estimate
reserving study will be fimalised o reflect any agreed or determined changes in the data
for Scheme Creditors assering Projecied Claims. The primary purpose of this revised
best estimate study is to set the actual figures and paramesers to be used for the purpose
of vaiuing Projected Claims for each calegory of claims and underwriting year,

The acwual figures and parameters that will be needed will vary between the different
claim categories. The approaches that the Scheme Actuary will use to value Projected
Claims for each Claim Category are described in the following seclions.

Category 1 Ashestos Claims Arising from Direct insurance and Facultative

Reinsurance

This Category is by far the most significant in terms of outsianding claims, An
exposure-based modelling approach will be used 1o vaiue Projected Claims.

Under the terms of the Scheme. the Bar Date will preclude making any allowance for
lhe emergence of asbesios defendants who have vet 0 receive asbestos filings,
Consequendy, the approach wili be to consider all known assureds ac the individual
policy level. Individual assureds will be allocated 1o groups based on the namre znd
magnitude of their exposure o asbestos-related claims.

The Scheme Actary will then apply & percentage w each policy in each underwriting
year where the percentage reflects the jevel of erosion that an average insured in that
group would experience within that iayer in that year as a result of asbestos-related
claims,  The percenages will be determined afier consideration of the claims
experience of the Company, the wider market knowledge of the Scheme Actuary and
nublicty available information.

A number of other factors will also be zken inio account when determining {he extent
¢ which each layer is eroded. These will include the jevel of paid and outstanding
asbestos claims. and information on the size of the insured's underiying coverages.

- B3 .
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7.5

8.3

84

8.5

5.6

For the largest insureds, if sufficient data is available. the Scheme Actuary wilt
consider estimating the fnsured’s ground-up indemnity and £Xpenses using projeciions
of numbers of claims .and average costs per claim, and adjusting his valuation as

appropriate.
Category 2: Asbesios Claims Arising from Treaty Reinsurance

For fow layer excess of loss reinsurance and proportional reinsurance (ie reinsurance of
direct business), an exposure based modeliing approach will be used where sufficient
data is avatlable on the underlying direct assureds.

in these circumstances, the Scheme Actuary will identify the policies wrinen by the
Scheme Creditor and the underlying direct assureds. Then. the ultimate claims (o the
Scheme Creditor arising from each assured will be estimated using a methodology
similar 1o that described in Section 7 for direct asbestos claims. Fimally, the retevant
Scheme policy wrms will be applied lo estimate the Josses from each assured 10 the
Scheme Creditor's policies.  Any resulting reinstatement premiums will also be
calcuiated and offset against the claims.

When insufficient data is available to underiake this analysis, and for other reinsurance
types, a benchmark approach will be adopted 1o the valuation of the Scheme Credior's
Projected Claims. A number of relevant industry benchmarks will be selected

including some or all of the following:

*  percentages 1o reflect the number of thmes a reinsurance policy is expected to be

eroded
*  Projected Claims as a proportion of notified incurred claims
*  Projected Claims as a proportion of outstanding clzims
*  ultimate claims as a proportion of paid claims
+  ultimale claims as a proportion of notified incurred claims

*  paid survival ratios

The benchmark ratios will be determined after consideration of the elaims experience
of the Company. the wider market kngwiedge of the Scheme Actary and pubticly

availzble information.

The benchmark ratios will each be applied o the data in respect of the Scheme Credilor
subject 1o policy limits. Additionally. on a case-by-case basis, aflowance will be made

for specific features of notified claims,

This will produce a number of estimates of the Scheme Creditor's Projected Claims.
After reviewing these, the Scheme Acwmary will select his valuation of the Projected

Claims.

- B4 -
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8.7

9.1

9.3

$.4

9.5

This process will be undertaken in 2 mapner that is consistent and eguitable w all

scheme creditors.

Category 3: Pollution Claims Arising from Direct [ngurance and Facultative

Reinsurance

Claims of this type are not considered to be a significant part of the portfolio. As a
consequence, a benchmark approach will be adopted to the valuation of the Scheme
Creditor's Projected Claims. A number of relevant indusiry benchmarks will be

selected including some or all of the following:

s percentages to reflect the proportion of a policy that is expected to be eroded
¢ Projected Claims as a proportion of notified mcurred claims

«  Projecied Ciaims as # proportion of outstanding claims

+ ultimate claims as a proportion of paid claims

+ altimate claims as a proportien of notified incurred claims

o paid survival ratios

The benchimark ratios will be determined after consideration of the claims experience
of the Company, the wider market krowledge of the Scheme Actpary and publicly

available information.

The benchmark rarios will each be applied to the datz in respect of the Scheme Creditor
subject to policy himits.  Addivonally, on a case-by-case basis, allowance will be made

far specific features of notified claims.

This will produce a number of estimates of the Scheme Creditor's Projected Claims.
After reviewing these, the Scheme Actmary will select his valuation of the Projecied

Claims.

This process will be undertaken in a manner that is consistent and equitable (0 all

scheme creditors.
Category 4: Pollution Clatins Arising from Treaty Reinsurance

Claims of this rype are not considered to be 2 significant part of the porifolio. As a
consequence, a2 benchmark approach will be adopted w the vatuation of the Scheme
Creditor's Projected Claims. A number of relevant industry benchmarks will be
selected inctuding some or all of the following: '

s percentages 1o reflect the number of rimes a reinsurance policy is expected to be
eroded

¢ Projected Claims as a proportion of notified incurred claims
¢ Projected Claims as a proportion of outstanding ¢laims

-85 -
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1.3

10.4

113

* ulumate cizims as a proportion of paid claims
= ultimate claims as a proportion of netified incurred claims
= paid survival ratios

The benchmark ratios will be determined after consideration of the claims experience
of the Company. the wider market knowledge of the Scheme Actuary and publicly

available information.

The benchimark ratios will cach be applied to the data in respect of the Scheme Creditor
subject to policy limits. Additionally, on a case-by-case basis, aflowance will be made

for specific features of notified claims.

This will produce a number of estimates of the Scheme Creditor's Projected Clatms.
After reviewing these, the Scheme Actuary will select his valuation of the Projected

Claims.

This process will be undertaken in 2 manner that is consisten? and equitable o all

scheme crediors.

Category 5: Health Hazard Claims Arising from Direct Insurance and Facultative

Reinsurance

Claims of this type are not considered to be a significant part of the porifolio, As a
consequence, a benchmark approach wifl be adopted 1o the valuation of the Scheme
Crediwor's Projected Claims. A number of relevant industry benchmarks will be

selected including some or all of the following;

*  percentages 1o retiect the proportion of a policy that is expected 1o be eroded
¢ Projected Clalms as a proportion of notified incurred claims

* Projecied Claims as a proportion of outstanding claims

. uiliméte claims as a propottion of paid claims

¢ ultimate claims as a proportion of notified incurred claims

e paid survival ratios

The benchmark ratios will be determined after consideration of the claims experience
of the Company, the wider market knowledge of the Scheme Actuary and publicly

availabie information.

The benchmark ratios will each be applied to the data in respect of the Scheme Creditor
subject to policy limits. Additionally, on a case-by-case basis. allowance will be made

for specific features of notified claims.

- 86 -
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12.4

This will produce a number of estimates of the Scheme Creditor's Projected Claims.
Afler reviewing these, the Scheme Actuary will sefect his valuaston of the Projected
Claims.

This process wiil be undertaken in 2 manner that is consistent and equitable w0 all

scheme creditors.
Category 6: Health Hazard Claims Arising from Treaty Reinsurance

Claims of this type are not considered to be a significant pant of the portiolio. As a
consequence, a benchmark approach will be adopted to the valuation of the Scheme
Creditor's Projected Claims. A number of relevant industry benchmarks will be

selected including some or ail of the following:

* percentages to reflect the pumber of times a reinsurance policy is expected w be
eroded

*  Projected Claims as a proportien of notified incurred claims
e Projected Claims as a proportion of outstanding claims

s ultimate clazms as a proportion of paid claims

« ultimate claims as a proportion of notified incurred claims

* paid survival ratos

The benchmark ratios will be determined after consideration ot the claims experience
of the Company, the wider market knowledge of the Scheme Acwary and publicly

avatlable infarmation.

The benchmark ratios will each be applied to the data in respect of the Scheme Creditor
subject 1o policy limits. Additionally, on a case-by-case basis, allowance wiil be made

for specific features of notified claims,

This will produce 1 number of estimates of the Scheme Creditor’s Projecied Claims.
After reviewing these, the Scheme Actuary will select his valuation of the Projected

Claims.

This process will be undertaken in a manner that is consistent and equitable (o all

scheme creditors.
Category 7: All Other Claims

This category of claims will be projecied by a variety of methods to estimate the
ultimate claims on each underwriting year. These methods will include some or all of

the following:
+ the basic chain ladder method separately applied to paid claims
¢ the basic chain ladder method separately applied o incurred claims
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13.5

4.1

¢ 2 curve-fitting approach based on actual claims development
» benchmarking. given market experience of other similar claims.

When choosing appropriate future development percentages, consideration will be

given to the impact on reporting pattemns of processing delays,

The ahove methods will produce a number of estimares of ultimate claims for each
year. After reviewing them, the Scheme Acwary will select his chosen esumate for

vach year.

For each underwriting vyear, the Scheme Actuary will calculate the rato of Projected

Claims to incurred ciaims.

For each Scheme Creditor, the relevamt ratio will then be applied to the Scheme
Creditors incurred claims on each underwriting year in order to calculate the Scheme
Creditors Projected Claims for that underwriting year,

Given the maturity of the portfolic being considered. there is reason (o expect that
actual claims development for these claims may, in aggregate, show releases and, as a
result, the Projected Claims foi some underwriting years could be negative. For the
purposes of this exercise only, the minimum Projected Claims for each underwriting
year will be zero. This means thar, if a calculated ratio of Projected Claims to ncurred
claims i below one, a ratio of one will be used instead.

No Allowance for Quiwards Reinsurance

The valuation of Scheme Creditors’ gross claims will be cenducted gross of outward
reinsurance with an estimation of undiscounted Projected Claims being produced at
policy level with no allowance for the lime value of money.

The Projected Claims are intended to be on a best estimate basis. with no margm for
prudence or optimism. This approach is designed to maintain equity between all
Scheme Creditors including those with no Projected Claims.

Offset for Qutwards Reinsurance

Where a Scheme Creditor is also @ reinsurer of the Company, balances due to the
Company and estimates of amounts expected to fall due to the Company will be offsel
againgt Scheme Claims, Estimation of recoveries arising from outward reinsurance
policies will be conducted, applying the same principles as for inwards claims. This
will involve applying the undiscounted best estimate gross ultimate claims including
any Projecied Claims, for all Scheme Creditors, 10 the relevant reinsurance policies in
order to estimate outstanding recoverable outward reinsurance amounts. The toal of a
Scheme Creditar's agreed ciaim - whether in respect of unpaid paid, notified
putstandings or Projected Claims will be offset by the estimated ultimate level of
reinsurance recoveries in respect of that Scheme Creditor.
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6.1

17.1

-

Allowance will he made for clzims and reinsurance recaveries paid prior (o 17 October
1484 with the net balance being discounted using the claims payment patterns for the
relevant inward ciaim categories (prior o any payment).  Where relevant, due
alfowance will be made for outward reinstatement premiums.

Discounting te value as at 17 October 1984

All Scheme Claims, but not including Non Insurance/Reinsurance Scheme Claims, wil}
he discounted based on the benchmark clanns payment patterns produced in the initial
best estimate reserve siudy. Relevant payment patterns by claim category will be
applied with discounting at 5% compound per anqum back to 17 October 1984, Such
discounting will also be applied to Outwards Oustanding Losses, Outwards Unpaid

Losses and Outwards Projected Claims,
Role of the Actuarial Adjudicator

The Actuzrizl Adjudicator has relevant experience and appropriate qualifications to
provide assurance that the Estimation Methodology has integrity and is applied in a
consistent and unbiased manner consistent with the agreed principles and methodology.
The Acruarial Adjudicator's role will consist of the following elements.

+ Provide peer review assessment of the proposed Estimation Methodology o ensure
that it has integrity, 1s logical and fit for the purpose for which it is intended.

s Ensure that the best estimate reserve study conducted by the Scheme Actuary i in
the Actuarial Adjudicator's view a best essimate which weats Scheme Creditors

equitably and reflects the future expected outcome.

e Review the various benchmarks produced and, on a sample basis including ali
material iterns, the allocation of Projected Claims to individual polices to ensure
that this 1s consistent with the overall best estimate reserve study.

« Caonsider the application of any e¢stimated gross outstanding claims and Projecred
Claims to the outward reinsurance programme to ensure this is done in a valid and

consistent manner.

¢« When a Scheme Creditor chatlenges the application of the Estimation Methodology
by the Scheme Actuary, adjudicate as to whether the Scheme Actuary has appiied
the Estimation Methodology in an appropriate manner with regard (o that Scheme

Creditor.

Definitions

For the purposes of this Estimation Methedology, Projected Claims are defined to
include estimates of the cost of each of the following:

future development of known claims
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o future development of claims that are recorded as sewled but are subsequently

reopened
» ¢laims that have been reported but not yet processed
s claims thar have heen incurred but not yet reported,

{82 The only excepiion to this is that the Projected Claims exclude any allowance for
ashestos defendants who have yet (o receive asbestos filings at the Bar Date.

19.  Assaumptions

9.1 No allowance for projection of future exchange rates will be made, oor aay specific
adjustmerus for changes in future legal, ecenomic, or social conditions other than those

aiready manifest in the historic data.

9.2 The upper hound and best estimate reserving studies will not mnciude the projection of

any indirect or internal claims handling expenses.
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APPENDIX
CURRENCY AND EXCHANGE RATE TABLE

The exchange rates Histed below are the "Scheme Rates” which will be used pursuant 10 the

Scheme,

They are the rates prevailing on 17 Ocilober 1984 {the Petirion Date).

CODE NAME EXCHANGE RATE TO
SETTLEMENT CURRENCY

1 GBP =

AFA Afghanistan Afghani 60.74
ALL Albania Lek 10.03
DZD Algeria Dinar 6.05
AQK Angola Adjusted Kwaniza 3591
ARP Argentina Peso 125.65
AWG Aruba Florin 2.44
AUD Australia Dollar 1.45
ATS Austria Schitling 26.31
BSD Bahamas Dollar 1.20
BHD Bahrain Dinar 0.43
BDT Bangladesh Taka 2617
BBD Barbadoes Dollar 2.40
BYR Belarus Ruble 5.70
BEF Belgium Franc 75.63
BZD Relize Dollar 2.40
BMD Bermuda Dotlar 1,20
BTN Bhutan Ngultrum 14.27
BOP Bolivia Boliviano 6056.02
BRC Brazil Real 2925.37
BND Brunei Darussaiem Ringgit 2.60
BGL Buigan’é New Lev .27
BIF Burundi Franc 147.49
KHR Cambodia Riel 4.80
CAD Canadian Deliar .60
CVE Cape Verde Escudo 107.15
CYD Cayman Islands Dollar 1.00
XOF CFA Franc BCEAC 573.04
XAF CFA Franc BEAC 573,64
CLP Chilean Peso 139.71
CNY China Yuan Renmimbi 31.26
Ccop Colombian Peso 129,86
KMF Comores Franc 573.64
CDF Congo  Demgeratic Republic 46.31

Franc
-9 -

A glossary is available at the back of thiy documen

108



CGDE

CRC
HRK
CUP
CYP
CZK
DKK
DIF
DOP
ECD
ECS
EGP
SVC
ERN
EEK
ETB
EUR
FIM
FRE
XPF
GMD
DEM
GHC
GRD
GTQ
GNE
GYD
HTG
HNL
HKD
HUF
ISK
INR
IDR
IRR
10D
IEP
NSH
ITL
IMD
JPY
10D
KZT

NAMIE

Casta Rican Colon
Croatiz Kuna

Cuba Peso

Cyprus Pound
Czech Repubiic Koruna
Denmark Krong
Diibousi Franc
Dominican Republic Peso
East Caribbean Doliar
Ecuador Sucre
Egyptian Pound

El Salvador Colon
Eritrea Natka
Estonta Kroon
Ethiopia Birr

Euro

Finnish Markka
French Franc
French Pacific Territories Franc
CGambia Dalasi
Deutsche Mark
Ghana New Cedi
Greek Drachma
Guatemalan Quetzal
Guinea Franc
Guyana Dollar
Haiti Gourde
Honduran Lempira
Hong Kong Dotlar
Hungary Forint
Icetand Krona

India Rupee
Indonesia Rupiah
fran Rial

Iraq Dinar

[rish Punt

New Isracii Shekel
lralian Lira
Jamaica Dollar
Japanese Yen
Jordanian Dollar
Kazakhstan Tenge

.92 .

EXCHANGE RATE TO
SETTLEMENT CURRENCY
5372
217.94
1.G7
0.76
8.75
13.53
213.34
342
3.24
79.93
{46
3.00
2.52
€.90
2.52
155
7.73
11.47
208.60
4,98
3.75
45.80
153.65
1.20
300.03
4.50
6.00
2.40
9.39
60.60
40,77
14.54
1274.82
112,18
0.37
1.21
547.67
230717
5.14
299.62
0.49
0.90
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CODE

KES
KWD
KGS
LAK
LVL
L.BP
LSL
LRI}
LYD
LTL
LUF
MOP
MGA
MWK
MYR
MVR
MTP
MRO
MUR
MXP
MDL
MNT
MAD
MM
MMEK
NAD
NPR
ANG
NLG
NZD
NIC
NGN
NOK
OMR
PKR
PAR
PEN
PHP
PLZ
PTE
QAR
KPW

NAME

Kenyan Shilling
Kuwait Dinar
Kyrgyzstan Som
Laos Kip

Latvia Lat

Lebanese Pound
{esotho Lot

Liberia Doliar
Libyan Dimar
Lithuania Lita
Luxembourg Franc
Macau Pataca
Madagascar Ariary
Malawi Kwacha
Malaysian Ringgit
Maldive Islands Rufiyaa
Malta Lira
Mauritania Gugivaa
Mauritius Rupee
Mexico New Peso
Moldova“leu
Mongolia Tugrik
Morocean Dirham
Mozambigue Metical
Myanmar {Burma) Kyat
Namibia Dollar
Nepa! Rupee
Netherlands Antilles Gulden
Dutch Guiider

New Zeatand Dollar
Nicaraguan Cordoba
Nigerian Naira
Norwegian Krone
Omani Rial

Pakistani Rupee
Panama Halboa

Peru New Sol
Phitippines Peso
Poland Zloty
Portuguese Escudo
Qatari Rival
Republic of Korea Won

203 -

EXCHANGE RATE TO
SETTLEMENT CURRENCY
17.97
0.36
0.%0
119.64
0.90
§.72
2.15
1.20
.36
0.90
75.03
0.68
796.23
1.82
2.90
8.46
0.59
81.20
17.70
241.52
570
4.55
15.06
53.43
g.41
215
19.91
2.14
4.22
2.49
396.13
0.98
10.80
.41
17.50
1.20
5149.72
22.05
15011
196.87
4.37
OB5.05
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COBDE

RON
RUR
RWF
STD
SAR
SCR
SLL
SGD
SKK
SiT
505
ZAR
ESP
XDR
LKR
SDp
SRD
SZL
SEK
CHF
5YP
TWD
TIS
TZS
THB
TTD
TND
TRL
TMM
UGS
UAH
AED
Ush
UYN
VvUv
VER
VYND
YBD
YER
ZMK
ZWD

NAME

Romania New Leu
Russia Ruble

Rwanda Franc

Sao Tome and Principe Dobra
Saudi Riyail

Seychetles Rupee
Sierra Leone Leone
Singapore Dollar
Slovakia Korun
Slovenia Tolar

Somalha Shilling

South Africa Rand
Spanish Peseta

Special Drawing Righis
Sri Lanka Rupee
Sudenese Pound
Suriname Dollar
Swaziland Lilangeni
Swedish Krona
Switzerland Franc
Syria Pound

Taiwan Dotllar
Tajikistan Somoni
Tanzama Shitling

Thai Baht

Trinidad and Tobago Dollar
Tunisian Dinar
Turkish Lira
Turkmenistan Manat
Uganda Shilling
Ukraine Hryvnia
Urited Arab Emirates Dirham
United States Dollar
Uruguay Peso

Vanuatw Vam
Venezuela Balivar Fuerte
Viet Nam Dong
Yemen Dipar

Yermen Rial

Zambiz Kwacha
Zimbabwe Dollar

S04 -

EXCHANGE RATE TO
SETTLEMENT CURRENCY
28.33
10.90
123.29
55.00
4.32
8.79
301
2160
8.75
21794 .46
21.08
215
209.605
1.22
3118
1.56
24
215
10.55
3.07
4.71
47.08
5.70
2149
27.63
2.88
0.9%
505.45
5.70
484 .96
0.90
4.41
1.20
7412
12101
£3.97
12.77
.41
7.02
2.35
1.70
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APPENDHX H
CURRICULA YITAE OF SCHEME ACTUARY AND ACTUARIAL ADJUDICATOR

Simon Sheaf - Scheme Actuary

Simon is a director in the acarial practice of Grant Thornton's Financial Markets Group.
Simon has worked in, and consulted to, the general insurance industry for 17 years. He
specialises in advising clients in the general insurance industry: his cliemts have included
insurance compantes. reinsurance companies, Lloyd's of London, Lloyd's managing agencies,
insurance industry bodies, and other commercial organisations.

Simon oblined an MA ir mathematics from Oxford University in 199G, and became a Fellow

of the Institute of Actuaries in 1993,

Prior 1o joining Grant Thornton in 2006, Simon was Head of the Actuarial Department at St
Paul Travelers insurance Company Limited. Before that he was 2 senior consultant in the
general insurance division of Tillinghast - Towers Perrin.

His extensive experience includes valuations of insurance liabilities (including those in respect
of long til, asbestos. pollution and health hazard exposures}, due diligence exercises for
mergers and acquisitions, design and construction of complex financial models including
modeliing tie results of insurance companies and capital assessment models, risk identification
and quantification. sirategic reviews of insurance operations. provision of strategic advice to
senior mapagement, design and impiementation of management information systems,
application of business planning processes. rating of portfolios of insurance risks, reviews of
rating adequacy. design and construchon of pricing models, pricing of individual insurance
risks. review and design of reinsurance prograrumes, tndependent expert assigmments, and

valuation of capital projects.
Steve Matthews - Actuarial Adjudicater

Steve Matthews is an Actuary and Director at EMB Consultancy LLP. To date, his career has
been exclusively in non-life insurance with particular specialisation in the London Insurance

Market.

Steve praduated from Bristol University in 1993 and attained the Fellowship of the Insttute of
Actuaries in 1999,

Steve has exzensive experience of valuating and commuting long tail and latent clients in the
London insurance and reinsurance market and has assisted UK industrial companies to value
their liabilities in respect of future asbestos related frabilities,

Steve has provided advice to insolvent industrial companies and Hisurance Ccompanies in
relation to US and UK ashestos issues and has developed a sophisticated medel to project
future asbestos ciaims under the UK Employers' Liabilities policies. He has also provided
reserving and commuiation advice in relation o ART disputes and the Accident and Health

market of the late 1990s.
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Steve provides reserving, [CA and sirategic advice to a number of Lioyd's Syndicates and
London Market companies and is a holder of the Lioyd's Syndicates Pracuising Certificate. He

also provides pricing advice @ a number of London Market entities and is a member of the

London Market Actuaries Group.

Other work that Steve has performed includes:

Special reserving prajects for London Market companies
Allocation of [BNR to inward policies

Analysis of asbestos, pollution and health hazard lizbilities
Reinsurance recovery simulations for IBNR

Analysis of reinsurance bad debt

Steve has spoken ar seminars and conferences on iNSUrance topics. has writien articles for

the insurance press and has served on Institute of Actuaries waorking parties.
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APPENDIX I
DOCUMENTS AVAILABLE FOR INSPECTION

The documents listed below are avaifable for inspection during normal business hours at the

tocations lsted below:

1. Memorandum and Articles of Association of the Company.

(]

Petition for the winding up of the Company dated 17 October 1984,

3. Order appointing Ipe Jacob as Liguidator dated 8 July 2003 and Order appoiniing
Richard Graham White as Liquidator dated 3§ July 2003.

4 Practice Statement Letter dated 29 Ociober 2007,
f pcations at which the sbove documnents are available for inspection:
Grant Thormoen UK LLP

30 Finshury Square
Londo
EC2P2YU

Contact name: Edward Walker or Christopher Farmer
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APPENDIX J
GLOSSARY

In the Scheme, unless the comext otherwise requires or otherwise expressly provides, the

foltowing expressions shalt bear ihe meanings set opposite them:

"Actuarial Adjudicator” Steve Mathews of EMB Consuitancy LLF as the initial Actuarial
Adjudicator and such other person or persons as may he appointed as a successor or an
alternate to an Actuarial Adjudicator pursuant Part 7

“ Admtissible Interest” any interest for which a Schieme Creditor is entitied o prove in the
liquidation of the Company under the Appiicable Insolvency Law:

"Agreed Liability" any Scheme Clzim where Dability and quanum had been agreed by or on
nehalf of the Liguidators prior to the Effective Date but which, for whatever reason inciuding.
pur not limited te. the lack of complete details of the name and address of the Scheme
Creditor concerned or the absence of any agresment in relation 1o set-off under Clause 2.5 has
not, as at the Effective Date, been formally admitied to proof in the liquidation of the

Company;

" Applicable Insolvency Law" the law relating 1o the winding-up of insolvent companies in
the Companies Act 1948 of England and Wales and the rujes made thereunder;

“Bar Date” 11,59 pm {Greenwich Mean Time} on 31 December 2008 or, if that day is less
tan 130 Business Days after the Effective Date. 11.59 pm {Greenwich Mean Time} on the
day falling 130 Business Days after the Effective Date. Notwithstanding that 3f the relevant
gate falis on a weekend or public fotiday in England or the United States of America, the Bar
Date shail be 11,59 pm {Greenwich Mean Time) on the first common working day thereafter;

"Business Day" a day (other than a Sawrday or Sunday) on which the relevant financial
markets are open for dealings between banks in London;

"Claim Form" a ciaim form as is referred to in Clause 7.5.5 and in substantively the same
form a5 appears in Appendix £ 1o the Scheme, which will be sent or made available to
Scheme Creditors by the Effective Date:

“Claim Form Guidance Notes® the guidance noles accompanying the Claim Form in
substantially the same form as appears in Appendix E 10 the Scheme:

*Companies Act” the Companies Act 1985 of England and Wales;

"Company" Pacific & General Insurance Company Limited (in Liguidation) {incorporaied in
England and Wales under te Companies Act 1948 and 1976 with registered number

DOB43018);

~Committee of Inspection” the members from time t© time of the Commitiee of Inspection

appointed pursuant (o the Applicable Insolvency Law:

“Courd” the High Court of Justice in England;
. 9% -
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“Defegate” any person W wham the Liguidators may delegate any of their functons and

sowers upder Clause 5.2.2¢)):

"Effective Date” the date an which an office copy of the order sanciioning the Scheme shall
nave heen defivered to the registrar of companies in England and Wales for registration in

accordance with Clause 9.1,

"Employee” any partaer in the same firm as 2 Liguidator, or any individuai employed,
whether under a contract of service or a contract for services, by that firm of by any company
awned by that firm, who is emptoyed by the Liguidators im accordance with Clause 5.2.2(g}
in conneciion with the conduct of their functions and powers under the Scheme;

“Equitas Premium Indication” the notification received by a Lloyd™s Syadicate of premium
payahle by year of account of a Lioyd's Syndicate for the reinsurance by Equitas Reinsurance
¢ imited of all Habilities of that year of account or any year of account reinsured into that year
of account under contracts of insurance and reinsurance allocated to the 1992 and prior years
of account of Lloyd's Syndicates {other than life business);

“Established Scheme Liability” a liability of the Company which has become an Established
Scheme Lizbility under Part 7 of this Scheme:

"Estimation Methodology" the methodology set aut at Appendix F to the Scheme and apphied
in accordance with Part 7. For the avoidance of doubt, the provisions of this Scheme shall
prevail in the event of any conflict between such provisions and Appendix F,

"Explanatory Statement” the siatement dated 25 March 2008 {and the appendices thereto)
explaming the effect of the Scheme, it cornpliance with section 426 of the Companies Act

»Final Substantive Closure Distribution” the final sabstantive closure Payment Percenlage
payable v any Scheme Creditor with an Established Liability under the Scheme which is
likely to be paid when all Scheme Claims. other than those which are Suspended Scheme
{iahiliies, have been determined by agreement or, if necessary, adjudication under Part 7 of
the Scheme so as o become Esublished Scheme Liabilities,

“final Substantive Closure Distribution Date" means the date upon which the Final

Substantive Closure Distribution is paid 10 Scherne Creditors:

"FSCS" the Financial Services Compensation Scheme Limited (company number 03943048),
established pursuant 1o Part XV of the Financial Services and Markets Act 2000 (being 1he
current statutory successor to the Policyholders Protection Board) and to include any statutory

successar of it;

“Hability” any liability of a person, whether it is presert, future. prospeciive of contingent,
whether or not its amount s fixed or liguidated, whether or not it involves the payment of
money and whether it arises al common law, in equity or by statute. in England or in any
other jurisdiction, or i any other manner whatsoever, but such expression does not include
any lability which is barred by sawte or otherwise urenforceable or which would be
inadmissible in a liquidation of the Company; and, for the avoidance of doubt, the Company

.99 -
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will not have a Lability for the purposes of the Scheme in respect of & claim under 4 contract
or policy where such contract or pedicy i void or, being voidable, has heen duty avoided;

"Liquidation Expenses’ all such costs, charges. expenses. disbursements and remuneration

as are referred to in Clause 9.2.1;

"Liquidators” in the first instance, Ipe facob and Richard Graham White. or such other
person as may be appointed as & Liguidator of the Company from time {6 Gme:;

"Lioyd's” the society incorporated by Lloyd's Act 1871 by the name of Lloyd's of One Lime
Street, London EC3M THA;

"Lloyd’s Syndicate” a group of underwriting members of Lioyd's to which a number is
assigned by the Council of Lloyd's. including where a Lloyd™s Syndicate has received for a
year or years of account an Equitas Premium Indication and. in respect of such a group of
underwriting members of Lloyd's, where an Equitas Premium [odicarion was received in
respect of one or more years of account the year or years of account which received an
Equitas Premium Indication shatl be wreated as one Lloyd's Syndicate:

"Non Insurance/Reinsurance Scheme Claim” z Scheme Claim which arises otherwise than
under & contract of insurance, reinsurance, retrocession or. for the avoidance of doubl. any

ciaim for brokerage;

“Notified Scheme Claim” a Scheme Claim, except 2 Projected Claim, coniained on a Claim
Form duly submitted by a Scheme Creditor to the Liguidators in accordance with Clause 7.5.7
or. contained on a Voting Form submitled by 4 Scheme Creditor pursuant 0 Clause 7.5.9;

"Offset Scheme Creditor” any person whose overall Established Scheme Liabitity calcutated
under Clauses 7.5 48 to 7.5.55 shows under Clause 7.5.48(f) a sum which is or which falls to

be treaied as nil;

"Outstanding Losses" any liability which is a Scheme Claim and which, at the Effective
Date, has been notified by a Scheme Creditor 10 the Liquidators but which has not, at that
date. become an Agreed Liability;

"Outwards Outstanding Losses” any liability of a Scheme Creditor (as reinsurer or
retrocessionaire} to the Company under a contract of reinsurance or retrocession which, at the
Effective Date has been notfied by the Company or the Liquidarors under the terms of the
refevant agreement bud which has not, at that date, become an Quiwards Unpaid Losses:

"Outwards Unpaid Losses" any Hability of a Scheme Creditor (as reinsurer or
retrocessionaire} to the Company under a contract of reinsurance or fetrocession, the
obligation in respect of which was in existence at the Petition Dae which, a5 at the Effective
Date has been notified by the Company or the Liquidators under the terms of the relevant
agreement as due but in respect of which liability and/or guanium has not at fhat ume been
paid by the Scheme Creditor, together with any merest thereon as may be allowed by law

whensoever arising;
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“Outwards Projected Claim”™ any lability of a Scheme Creditor (as reinsurer or
retrocessionaire)  the Company under a contract of reinsurance or retrocession which has

heen incurred but which has not been reported by the Company:

"Payment Percentage” in refation t an Eswblished Scheme Liabitity, the percentage of such
Established Scheme Liability which is pavabie by the Company from tme to time under the

Scheme. as the same is from 1ime 10 time set under Clause 3.1,

"Petition Date” 17 October 1984, being the date on which the winding-up petition was

presented in respect of the Company:

"Policyholders Protection Act” {without prejudice to references o the Policyholders
Proteciion Act as then or from tme [0 time or at anmy lime in force), the Policyhoklers
Protection Act 1975 of the United Kingdom as amended and in force on the Petition Drate {but
incorporating also any amendment made after that dae which has etfect in relation to 2

company which was 2 company in liguidation on or before that date}:

"Preferential Claim” any claim against the Company which is a preferental claim under the

Applicable Insolvency Law;

"Proceeding” any action or proceeding including any judicial action, suit, demand,
arbitration. alternative dispute resoiution, adjudication, mediation, seizure. distrait, forfeiture,
re-entty. execution or enforcement or judgment OT any step taken for the purpose of creating
ar enforcing a lien;

"Projected Claim" a Scheme Claim in respect of 2 lability which has been incurred but

which has not been reported by the relevant Scheme Creditor

“Protected Liability” any liability of the Company in respect of which and o the extent.tio
which the FSCS owes a duty under sections 6 1o 8 of the Policyholders Protection Act:

"protected Policyhelder® in relation to a Protected Liability, any Creditor 10 whom the
Company owes that Prowected Liability and who, in addition, is eligible for protection under
section 16(9) of the Policyholders Protection Act.

"Review Date® the date upon which the Liguidators determine 10 ser or to revise the Payment
Percentage hereunder from time to time, in consuliation with the Commitiee of Inspection;

“Scheme” this scheme of arrangement in its present form subject 1o any modification, erm of
condition which the Court may think fit to approve or impose in accordance with Clause 9.3

“Seheme Actuary” Simon H Sheaf of Grant Thornton UK LLP as the inkial Scheme Actaary
and such other person of persons a8 may be appointed as a successor OF an ghernate 1© a

Scheme Actuary pursuan{ o Part T

“Scheme Adjudicator” any such person as may be appointed as a Scheme Adjudicator

pursuant to Part 7.
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"Geheme Claim® any olzim against the Company it respect of a labifity t©o which the
Company was subject at the Petition Date or 10 which the Company became subject afier the
Peution Date by reason of an obligation incurred before thar date and which is admissible to
proof in the winding-up of the Company but not including & Preferential Ctaim or a Protected
Eiability save to the extent that the FSCS is entitled 1o a payment in respect of a Protected

Liability pursuant 1o Part 4.

"Seheme Counflicts Adminiserator” such person as may be appointed as a Scheme Confiicts

Administrator in accordance with the provisions of the Scheme;

“Seheme Creditor” a creditor of the Company in respect of a Scheme Claim including any
Offset Seheme Creditors, any assignee or other person entitted to claim n succession to or in
substitutian for any such Scheme Creditor in respect of the same Scheme Claim excluding, for
the avoidunce of doubt, any Pratected Policybolder but including. for the avoidance of doubt,
:he FSCS in respect of the payments o be made pursuant to Part 4;

"Seheme Rate' the closing mid-market rate of exchange for the relevant currency in respect
of the Sterling as quoted by the Financial Times on the Petition Date, details of which are
given in the table at Appendix G to the Scheme:

"Sterling” the pound sterling in the lawfil currency of the United Kingdom for the lime
being, provided that in the event that any other unit of currency shali from time to time be the
tawful currency of the United Kingdom, references in the Scheme to and 0 payments being
made under the Scheme in "Sterling”, "Pound Sterling”, "GBP". and "£" shall be deemed to
refer w that currency at such rate of exchange from the Pound Sterling as may be specified in

the legistation introducing the new unit of currency;

“Qubmit” means duly to complete and submit a Claim Form {in accordance with the
instructions thereon) whether by facsimile, by electronic mail, or by post, and " Submitted”
and "Submitting” shall be construed accordingly:

“'Sﬂpporting Informatien” zl! retevant information and documentation (including the identity
of the Scheme Creditor concerned and. in the Case of Notified Scheme Claims, the Scheme
Creditor's own specific estimates of any liabilities) to be supphied 0 the Liquidators in
accordance with Part 7 in support of Notified Scheme Claims and/or Projected ‘Claims. as
required by the Claim Form and the Claim Form Guidance Notes;

"Suspended Scheme Liabiiity ™ any Notified Scheme Claim which, pursuant to Clause 7.5.39
{and subject to Clauses 7.5.40 to 7.5.46). the Liquidators have suspended from the procedure
for determining and quantifying Notified Scheme Claims as provided for in Pant 7;

“Ultimate Sweep Up Distribution” 2 final Payment Percentage which the Liquidators may in
their discretion declare and pay (0 Scheme Creditors, in the event that outstanding matiers
resmain to be resolved following the payment of the Final Substantive Closure Distribution;

“Valustion Date" 17 October 1984,
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a form and form of proxy substantially in the same form &8 appears in

"Yoting Form”™
il be sent or made dvailable @ Scheme Creditors for the

Appendix [¥ to the Scheme which wi

purpese of votng at the Scheme Meeting; and

"Wehsite” the website at www . gi-pandg.com.
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ANNEX 2
PACIFIC AND GENERAL INSURANCE COMPANY LIMITED - IN LIQUIDATICN (P3G}

CONSERVATION AGREEMENT ANALYSIS

Scenario 1

#unds held in Gonservation are refurned far benefit of Scheme creditors

ASSETS P&G Funds in hand
New YorkeLiguldation Bureau - P&G in Conservation
[ a5 estimated liquidation costs under the scheme

TFolal PG Assets

LIABHITIES Soheme Total Agreed Unpaid and Outstanding jiabilities
Scheme Total Agreed IBNR Habiliies
Non insurance lisbilities
MNa! Prasert Value Discount

Tolal discounted Scheme labiiities

ENVIDEND Dividend payabie to aft scheme creditors

§
6,414,605
2521363

(1,610,360

7,330,608

55,543,532
24,061,145
50442

(50,215,723}

29,439,378

.28



PACIFIC AND GENERAL INSURANCE COMPANY LIMITED ~ IN LIQUEDATION {P&E)

CONSERVATION AGREEMENT ARALYHIS

Scenarie 2

New York Liadation Burgau (NYLE] retains the Tussds in Congsrvation for the barefit of US cradifors

Us ASSETS

OTHER ASSETS

LIABILITIES

SPLIT OF US v NON US
LIABILITIES

HOTPOTCH DF ASBETS

HVIDEND - NON U$ CREDITORS

DIVIDEND - U5 CREDITORS

eew York Liguidation Bureay - FAS Iy Consepcation

Less additional cost of craddors froving

t.ong estrmaied tguidstion costs under the guheme

ftritlonal court apphcations - Bnked i appicaton of Hatchpot
e York Linuitation Buresy dislribuion custs

Totat US asseis avaiabhe for disiloutiun o US craditrs

PAG Funds in nand

Jeint Ulguldatars® costs for additional 24 morh perkd raquired
Lo pay firsl gividend as result of NYLE retining funds

Joint Liguidetors' fees incurred in dealing with individual creditors 1
updela on tatest pogition

Additonal vessts incurred In desting with the Creditors: Comaiites
Addiional sourt spplications - inkad to applicaton of Hatchpat
Ardiional cogts freurmed io staying the Sauidation

Contiegency

Tkl other assels avalasie He distrisution to all creditors

Sehere Toiet Agroed Unpaitl and Outstanting listdites
Belwmme Total Agreed IBNR fablibes

o insuranos laiblies

Ned Present Yalue Discount

Trtat discoeted Scheme fabilos

Fola! Nen US fabfites

Hon US fabilitigs 88 & S of fofaf Gabiiens
Tousl US Raniites

LS Habiitios 85 a Y of kel Mebities

Talpt discounied Soheme fabilities

Veial other assots availabie for distibiztion to a4 Mo US creditors
Tota: other assels mvaiietie for giatribuation el US cradion

Tolal tihar pesets svalane e Bstimtion 1o 2l crgditers

Anvance rmouhed by U§ creditors irorm NYLE

Tetal asets avaiabie for distribution s 3l crediters

Tolsl assuts avaiianie for dislribution lo Nor US greditnr

Lividend ta Non US arediton

Yol assnts wvaiabio for disiibution to U5 crediiors

Ly - atnounts masta avaiable o US omdions
froem WYLEY

Aduted Rl assals oveilaote for distribution o BE credions

Divigand to U5 cradions

§
2521383
{81 006
{32,207}
(B3.518)

{402, 590)

1 45,012

6,419,605

(446,4885)

(528, 588)

(32,207)
(142725)
{0590}

(845,438

ER T

55.543,552
24051425
50,442

{B8G21672Y)

B AT

6,408,674
21379
23,030,702

7B.23%

79,430,475

5L, 485

5248 054

&ATLST0

1,845.812

5058.64°

1,287,387

Y AIEALS
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EXHIBIT *B”



2t the Trial Part 25 of the Suprege
Court of the State of New York,
County of New York, at the
Courthouse, 60 Centre Stireet,
in the Borough of Manhattan,
City anc State of New York, on
theéz;ﬁiday of September, 1988.

HON. ALFRED M., ASCIONE

JUSTICE.
mmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmm N
in the Matter of Index Wo: ALL0L/108E
the Application of ORDETR GF CONEr»TrTIoNn
CJgatEm P, CORCORAN, a¢ Superintendent
of Insurance of the State of Mew York,
for an order to take nossegsion of the
nreperty and to conserve the assetsg of
DL IRIC AND CGEMERAL INSURANCE COMPARY
CLIWMITED

‘The petitioner, JAMES P. CORCORAN, Superinterndent of
Trnesurance of the Stzte of New York, hevine move!d this Court for
an order teo take possession of anéd conserve the Trust Fund of
PACIFIC AND GENERAL INSURARNRCE COMPAMY LIMITED ("BACIFIC"), in
the State of New York and such motion having come on before
this Court on the 19th cday of September, 1Y8E;

NOW, upon reading and filing the Order to Show Cause

‘made on the Zlst 2av of April, 1988 hv ¥r, Justice ALFRED #.

. ASCIONE, ane of the Justices of the Supreme Court of the State

af New York in the First Judicial DRistrict, and the petition of




IRTIT=5 N s

JAMES P. CORCORAN, Superintendent of Insurance of the State of

New York, verified the 1Bth day of April, 1988 with exhibits

thereto, and proof of service therecof by Registered Mail Return
Receipt Reguested on PACIFIC AND GFNERAL INSURAMCE CONPANY
LTD., Maurice Chearles Whitall, Esqg., Licuicdstor of PACIFIC, by

affidavit of BURTON GARRICK sworn to the 25th day of BApril,

1¢68, and due proof of service upon Miller, Sincer, Raives &

Brandes, P.C. Attornevs for the Liquicdator by affidavit of

|
i
i
i
o1
i
LS|
:
i

'
'

!l BURTON GARRICK sworn to the 25th day of April, 1988, and due
|
I

i proof of service upon BANKERS TRUST COMPANY by affidavit of
PuRTon  CARRIEK

HAR Aoops sworn to the 28%th dav of April, 1%8&, in support

thereof and it asppearing toe my zatisfaction that FACIFIC, i1g &

corporation organized and existing under the Laws of the nited
‘Kingdom and licensed in the United Kingdom to conduct the
‘fbusiness of insurance; that it was not licernser o conduct such
‘business in the State of Few York; that PACIFIC issued
.}insurance policies on an eéexces:s and surplus lines
%écitizens cf Hew York State and has fundsg on deposit in Mew York
|
!State in & Trust Fund with BANKERS TRUST COMPANY as Trustee,
I for the benefit of policyholders and others in the United
|
1

|states: that said Trust Funéd in the State of New York is

subject to the jurisdiction of this Court pursuant to article
o ‘

'i74 of the Insurance Law of the State of Wew York; that said
‘corporaticn is unable te meet its insursnce obligations in the

tate pf New York and that it 1s to the best interests of all

mn

L
‘|persons concerned that the Superintendent cf Insurance of {ue

1



State of New York be directec to take possession of the Yrust
Fund of said corporation deposited with BANERERS TRUST COMPANY
within the State of WNew ¥York and (0o conserve sgaid trust to
protect United States policvholders, heneficiaries therecf and
claimants against policvholders involvina policies written in
States where PACIFIC did business as unauthorized insurer
subject to the further d¢irection of <this {court wnder and
pursuant to the provisions of the Insurance Law of the State of
Hew York and after hearing the BHon, ROBAERT ABRAWME, Atiorney

General of the State of New York in support of said motiorn and

3

the Licuidator of  PACIFIC  AND  GERERZL INSURANCE  CGEPRMY

LIMITED, United Kingdom having appsared by the law firm of
Miller, &Hinger, Ralves & Brandes, oul rot 17 opoesitiocn therebo

"

anc¢ cdue deliperaticn bhaving bheen had thereon and upon  Lhe

decision of tnis Court:

NCW, on motion of Hon, ABRAME, Attornev Generel

. of the State of New York, it is i

RDERED, that the petiticr of JAFES PF. OCORCCRAN, &g
Superintendent of Insurance of the State of New York and his
sucecessors in office, as Superintendent of Insurance of the
State of New Yorkx, is hereby granted and he ig and they are
hereby  authorized forthwith to take pogsession of zapd to

conserve the Trust Fund deposited by PFACIFIC, helé by BANKERS

LOTHUST COMPANY, and to retzin such pessession end Ko conserve

. - -

said Trust Fund until the further order of this Cours; and it

is further



3
:

ORDERED, that BACIFIC, herahy trensfers to the Juperin-
tendent of Insurance ©f the State of New York the Trust Fund

row in poscession of BANKERS TRUST COMPANY, to he held in trust

by the Superintendenrt of Insurance cf the State of New York,

until such time that the Liguidetor adindicate sil claime in

the States where PACIFIC did business as 2n unauthorized
insurer ané forwarc a certified list of faic claimants whose
claime have been allowed in the liquidation proceecing at which
time the Superintencent of Insurance will wohke & clstribution

of the corpus to said claimants pursuant to Articie 74 of the

" Irnsurance Law of the State of New York scuhtiect to the Zfuarther

rgreement dated Septemher ¢, 19

crdocr of thwie Court; and it iz further
MERERED, Lhat the administrztion of oha Trast Fune on

deposit with RANKERS TPRUST COMPAIY shall ne qoverned by the

P diuily  Filed, hetween bthe

fe o)

‘Liguidator and the Superintencent of Insurance oi the State of

Mew York: o it is further
ORDERED, that. formal notice of the making and entry of
thiec Order be given by the Superintendent of Insurance, as

Conservator, by mail to the Commissioners, Superintendents, or

Directors of Insurance of each State, District of Columbia and

CPuertn Rico, and RAWKERS TRUST COMPANY, &s Trustee; and it is

- further

Ceolvercy and cirect all vergons having claims

GRDERTD, that aince the Liguidater is to netify =211

I

policvnciders and claiments of PACIFIC ¢f the order of in-

sl
ip]
o
f
o]
i
ins



responcent to file proof cf c¢laims with the Liguidator, the
Concervator is relieved of notifying all claimants and policy-
holdersz of this Order; and it is furtner

ORDEREDR that the notice hereinabove prescribed 1ig
sufficient notice to all person interested ip the Trust  Fund
depogited with RANKERS TRUST COMPARY by PACIFIC; and it ile
further

OPDERED, that all persons wno are United States pelicy-
holders, beneficiaries anc¢ claimants againet policyholders in-

volving policies written in Stateg whers PACIFIC did nusginese

L
3
™
-
e
*rg
i
Tt
o
4
"y
o
)

me an unauthorized insurer who have claims aoaing

Cpresent proot of claims with the Liguicauor irn charae o the

tiguidetion proceecing at & place sepecifisd in licuidator's

netice, and such Filing shall be Jesmed & timely vroef of olaim

"in the conservation proteeding; and it is further

ORDFRED, that PACIFIC, ite officers, Aircectors, sLock-

" holders, depogiteories, trustees, attorneys, managers, agents,

AR PR

[

servants, enmplevees, policyholders and creditors, anc all otner
persons having in the State of tew York any property ¢r records
belonging to said PACIFIC pertaining to the Trust Fund on
deposit with BANKERS TRUST COMPANY, &s Trustee, are hereby
directed to assicn, transfer and deliver to the Superintencent
of Insurance, as Conservator, and his successcrs in office, ali
of such property in whosoever name the zaéme may e, and¢ that

anv persons, firms or cerporations having any. books, papers or
b I 4 p LA e -



records relating to the gaid Trust Fund ¢hall preserve the seme

and submit them to the Superintendent o<f Insurance as
Concervator, or his agents, for eyaminstion »t 211 reasonzble

| times:; and it ie Ffurther

ORDERED, that FACIFIC, its officers, directors, stock-
holders, depositories, trustees, attorneys, managers, agents,
servante, emplovees, policyholrders and creditors, ang all other
persons, hke and they are hereby restrained Irom the further
trancaction of business on behalf of z3ai¢ cormoration within
the State of New York or from dealing with cor digsposing of the

b T 4 P : b S R ] TR TR VAT B . P N P
Trpet Purd on geposit with BANMERE TROT O vIprTeY oy itk bhe

State of Hew ¥ark, ng frem deing or germitting Lo Le Jdone any

cact o ehipg which wight wasts

Trsurancs, ag¢ Oonservator; and 1L is

fho frust or alliow ooy oufier the
ohtaining of preferences, Jjudgments, athtachwonts, garnisnments

or other liens, or the making of any lavy &calnst sald truet

while in rthe pessescion or control of the Superintendent of

ORDERED, thot the officers, directors, stockholders,
depositories, trustees, attornevs, mwanagers, agents, servants,
employees, policyholders and creditors of said PACIFIC, and ail
other persons be and they hereby are enicined end restrained
from hringing or further prosecuting in the Gtate of HNew York
any action at law, &uit in eguitv, special or other proceedings,
against its depositories, trustees or the Trust Pund on deposit
with DRHETRS TRUST JOMEARY in the State of Wew York cor the

cuperintendent of Insurance of the State of Hew York,



-t
'

individually or ag Congarvater, or frop meripg or oxeguting anv

ievy or legal process within the State of Mew York upon ssic
truct or frow in eanv wav inkterferine with the Superirtendent of
Tneurance of the State of New York or his successers in office
in hig or their possession, cﬁntrnl, coneervation oad manageoment
of the Trust Fund held by RANKERS TRUST COMPANY, or in the die-

charae of the Iastrance Law of the State of Pew Y¥York zna aony
athar nrovision of the Insurance Law of the Stete of Kew York;
and it iz further

ORDERED, that JAMES P. CORCORAL, Sunerintendent of In-

1 aurance of tne Strte of New VYork, &g Conservater, eénd his
Cemeneesors in office sg Superirtandonne ~nf Tnsmuvanece of  the

Ccrate of New York, be and he iz and they 2re hereby avthorizod

¢

-

merpitted snd fllowes (o sell, Tesiap spd franefer Any anc all

' nf the stocks, bende and securities in nle pesgsesion or which

s nogsseseion "elangine to PACTRIZ, in

[

wmpv heyeafoar come into o

~enservation, &t market nrice or hetter, cr when there ig no

o

[a3

market price, the hoat price chtainstle, at private szle and
at such times and upon such termg and conditions as in his
discretion he deems for the hest interest of the policyholders,
and creditors of PACIFI¢, in conservation, and in furtherance
of the conservatiern of the Trust TFund on dercsil wibth PANKERS
TRUST COMPANY and that he be authorized, permitted and allowed

ta tzke such stens and to make ano execute such agreements and

other papers a2s may be necessary to effect anc carry out such

F
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EXHIBIT “C”



" Part A Expianatory Staternent

{in com;iliance with Section 426 of the Companies Act 1985)

in relation to a

SCHEME OF ARRANGEMENT

between

PACIFIC & GENERAL INSURANCE COMPANY LIMITED {IN
LIQUIDATION)

and its

SCHEME CREDITORS

{as defined in the Scheme of Arrangement)”
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Grant Thornton

25 March 2008

Ta:  The Creditors of
Pacific and General Insurance Company Limitad (in Liquidation)

Dear Sirs .
Pacific and General Insurance Company Limited (in Liquidation) ("P&G")

This documers contains information about a proposal for a scheme of arrangement {"the
Scheme”) between P&G and its creditors.

The Company is an insurance company incorporated in England, We belteve that you may be a
creditor of P&G and so may be entitled to vote on the Scheme. However, receipt of this
document does Aot necessarily mean that you are owed, or ever will be owed, anything by P&G.

The purpose of this Explanatory Statement is o explain the effect of the Scheme, for which we
propose fo seek the sanction-of the High Court of Justice of England and Wales (the "Court")
subject (o the necessary majorities of votes in favour of the Scheme having been obtained at a
meeting of creditors convened to consider the Scheme. Creditors shouid read the whole of this
document before deciding what action 10 take. Certain expressions used in this Explanatory
Statement are set out in the glossary to the Scheme on pages 98 to 103 of this document,

1. Background

.1 The Company was incorporated in England and Wales on 26 March 1965 as a private
limited company and underwrote insurance and reinsurance business in the London
Market until October 1984. it remained dormant until July 1978 when it was granted
authorisation (o trade as an insurance company by the Department of Trade and Industry
{the "DTI"}. The Company was authorised to Carry on general insurance business, with
the exception of motor business, in the United Kingdom.

1.2 The present authorised share capital of P&G is £3,225,000 divided into 3,225,000
ordinary shares of £1 each, of which 1,567,341 are issued and fully paid vp, The
Company's largest sharenolder, with a holding of 76.7% of the shares in P&G, was
Pacific American Insurance Company, a company incorporated and registered in
Delaware, USA. ity affairs have been closed by the Delaware Rehabilitation &
Liquidation Bureau and it has since been dissolved. The other sharehoiders are United
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3.1

32

Friendly Insurance Limited with a holding of 5.7%. and various individuals {with a
holding of {7.56%). nclhuding R.D. Turney with a holding of 6.1 %.

P&G conmenced underwriting in 1978 and wrote lines on approximately 4,500 slips from
November 1978 1o October 1984, The principal types of business underwritten by P&G in
that time were direct insurance, faculiative and treaty reinsurance for casualty, property
and professional indemnity risks mainly from the UK and North America.

On 17 October 1984, the DTl presented a winding up petition in respect of P&G and the
Official Receiver was appuointed provisional liguidator of P&G. Despite attempts 10 save
the business, P&G was placed into compulsory iiquida{ion on [5 Navember 985,

By order of the Court made op 29 January 1986, Maurice Withal! of Grant Thornton UK
LLP ("Grant Thornton") was appointed liguidator of P&G and, following Maurice
Wihall's retirement from practice, Michae! Jervis also of Grant Thornton was appointed
fiquidator on 5 February 1999, Beth Rees of Grant Thornton was later appointed as joint
liquidator on 27 July 2001 and she was subsequently replaced by Ipe Jacob who was
appointed on 8 July 2003. On 3§ July 2603, Richard Graham Whie was appointed as

Joint fiquidator in place of Michae! Jervis.

On the basis of the information currently available, we consider that P&G's assets are
msufficient to meet all of its ltabilities, mciuding future and contingent amounts, so that
P&G is insolvent, On present information, we consider any dividend would be in the

region of 10 per cent.
What is a scheme of arrangement?

Under English law, a scheme of arrangement of the kind proposed by us is a compromise
Or arrangement provided for by Section 425 of the Companies Act 1985, to take effect
between a company and its creditors {(or any class of them), which becomes Jegalty
binding on all the creditors to whom it is intended to apply if:

* the necessary majority in number, represemting three-fourths in vaiue of the
creditors {or class of creditors), present and voting in person or by PIoxy, vote in
favour of itar a meeting convened with the permission of the Court; and

* the Court subsequently sanctions the compromise or arrangement and a copy of
the order of the Court to that effect is delivered o the Registrar of Companies for

registration.
Why a scheme of arrangement?

Under the Scheme, instead of creditors being required to submit proofs of debt for

- valuation under the Applicable insolvency Law, the claims of Scheme Creditors will be

established under the provisions of the Scherne and distributions made in respect of such
established claims.

We believe that such 2 Scheme between P&G and its creditors is preferable to the proof of
debt procedure applicabie in a conventiona) | tquidation and has significant advaniages for
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5.1

the Scheme Creditors,  The Scheme is proposed in order to create provisions that would
not ordinarily apply in a conventiona) liquidation. 1hereby atfowing creditors to henefit

from the advantages that arise as 2 result.
Why the proposed Scheme?
The cut-0ff or "estimation’ procedure which we are proposing i the Scheme will:

¢ accelerate the establishment of P&G's fiahilities by enabiing unfiquidated claims
to be quantified by the imposition of & Bar Date for the submission of ciaims and
an estimation process (o value unliguidated clahing:

* enable ultimate distributions 10 be declared and paid by P&G to all Scheme
Creditors significantly earfier and in higher amounts than would be the case if the
run-off of P&G were to continue: and

¢ allow the completion of the winding-up of P&G at a lower cost and in a reduced

timescale.
What are the advantages and disadvantages of the proposed Scheme?

We consider that the Scheme is advantageous to Scheme Creditors for the foliowing

Teasons:

{a) Payment happens earlier
The determination of all Scheme Claims wil lead 1o the assets of P&G being
paid out to Scheme Creditors significantly earlier than would be the case if
claims were adjudicated on in liquidation ot if the business was allowed o
continue in run off.

(b Reduction in run-off costs
Costs, including our costs and those of our legal and actuarial advisers will be
substantially reduced. In the short ferm, it Is expected that there will be an
increase in cosls as a result, inter alia, of increased claims processing.
Thereafter, however, costs will reduce as the period of the liquidation and run-
oft is truncated.

] Simplified claims valuation process

The Scheme will provide a practical and cost-effective process for agreeing all
present and future Scheme Claims including by use of a transparent Estimation
Methodology.  The Estimation Methadology is set out -in Appendix F of the
Scheme on pages 8! to 90. The Estimation Methodology. which has been
developed by the Scheme Actuary. provides Scheme Creditors with detailed
guidance on how Projected Claims shall he calculated and supported for many
specific classes of husiness.
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54

(3 Efficient adjudication process

In the event that agreement cannot be reached in reiation o a Scheme Claim, the
Scheme provides (or the final and binding determination of that Scheme Claim in

4 fair and efficient manner.

scheme Creditors shouid also he aware of the following potential disadvantages in

considering the Scheme:
(a) Claims emerging post Bar Date

Earlier closure may work to the disadvantage of certain Scheme Creditors who,
whilst having no valid claim currently. may, through a change in circumstances,
fegislation or information, have a claim which emerges post Bar Date, It is,
however, open for any Scheme Creditor in this situation to request that the
Scheme Acruary valug its Projected Claim prior 1o the Bar Date, [t is relevant to
note that the last policies were written in 1984,

{h) Losses of privilege

Earlier closure and the requirement to submit a claim before the Bar Date may
atso be to the disadvantage of potential Scheme Creditors engaged in third party
liigation who believe the position they are sustaining in that litigation may be
undermined by them submitting a claim in the Scheme, given that the amount of
such claim may be discoverable by the third party in the lirigation,

(¢} Estimation

The Scheme has been designed to deal with Scheme Claims as accurately and
fairly as possible. However, the process will result in certain Scheme Claims
being estimated, which creates the risk that Scheme Creditors may receive a
different amount (gither more or less) in respect of their Scheme Claims than
would have been the case had P&G's business been run off in the traditional

way.

These are the main advantages and disadvantages of the Scheme for Scheme Creditors
identified by us. It is impossibie, however, to address each Scheme Creditor's individual
circumstances, with the result that it is impossible to regard the advantages and
disadvantages referred to ahove as exhaustive. Each Scheme Creditor is therefore advised
10 make its own assessment of how the Scheme would affect it

Under the terms of the Scheme, Scheme Claims will be discounted 16 17 October 1984 to
reflect the time value of money. This will result in the value of some Scheme Creditors'
claims being greater or less than they may be expecting. Whilst discounting could
substantially reduce the pross voiume of claims that have developed since {7 October
1984, the ocutcome for creditors will be to maintain equity between them on dividend.
Notwithstanding that the valuation process under the Scheme is necessarily an inexact
science, which will resuit in some Scheme Creditors receiving greater and some less than
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6.1

7.

7.2

7.3

9.1

10.

10.1

what they would have received had the norma) run-off continved. we consider that the
advantages referred to above significanitly outweigh these disadvantages.

Are you affected?

The Scheme is proposed between P&G and its Scheme Creditors, being creditors in
Tespect of any claim arising out of 4 Liability to which P&G was subject on the Petition
Date or 10 which it became subject thereafier by reason of an obligation incurred before
the Petition Date, except any claimi which is a Preferential Claim, a Liguidation Expense,
or the claims of Protected Policyholders.

What is the position of Protected Policyholders?

Protected Policyholders have been excluded from the Scheme on the basis that Protected
Policyholders are entitled, by virtue of P&G being in liquidation, to protection under the
Policyhalders Protection Act in respect of Protected Liabitities owed by P&G o such

Protected Policyholders.

Whether or not you are entitted 1o protection under the Policyholders Protection Act js
uitimately berween you and the FSCS and nothing in this document is to be taken as an
acceptance or admission by the FSCS that you are entitied to protection under that Act.

Definitions of "Protected Policyholder” and “Scheme Creditor” are set oul in the glossary
f0 the Scheme on pages 101 and 102 of this document. If You are in any doubt whether
you are a Scheme Creditor or a Protected Policyholder, you should consult your own

legal adviser without delay.
Whom does the Scheme hind?

Once the Scheme becomes effective, i will bind P&G and its respective Scheme Creditors
(inciuding the FSCS). The Scheme will not bind Protected Policyholders,

When does the Scheme become effective?

The Scheme will become effective only if the requisite statstory majorities are obtained ar
the meeting of Scheme Creditors of P&G summoned to consider the Scheme and the
necessary court order is obtained and delivered for registration to the Registrar of
Companies. Fifing of the relevant documents will be carried out as soon as practicable

after the Court hearing,
What happens after the Scheme becomes Effective?

Once the Scheme becomes effective, we will give notice 1o each Scheme Creditor at its
last known address in writing and by advertisement that the Scheme has become effective,
stating the Bar Date and cafling for all Scheme Creditors to complete and rewm their
Claim Forms prior to the Bar Date. We will have sent Claim Forms 10 Scheme Creditors
for whom we have verified contact details a CD containing their Claim Form and Claim
Form Guidance Notes priar to the Effective Date.
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10.2

10.4

10.5

10.7

The €laim Form. when sent to a Scheme Creditor by us, will contain, to the extent
ascertainable from P&G's records @ sumimary of that Scheme Creditors' poticies, Agreed
Liabitities. Outwards Unpaid Losses and Outwards Ousstanding Losses. The Claim Form
will not inciude any information abour a2 Scheme Creditor's Projected Claims or
Ouistanding Losses. However a Scheme Creditor who wishes o assert a Projected Ciaim
should indicate in the relevant section of the Claim Form that it wishes the S¢heme
Actuary to value its Projected Claim,  Scheme Creditors who do not have any Agreed
Liabilities, any Outwards Unpaid Losses. or any Outwards Qustanding Losses, will be
sent a CD containing a blank Claim Form to complete.

The deadiine for submitting Claim Forms and Supporting Information: is the Bar Date.
Scheme Creditors must submit a Claim Form and ful) Supporting Information o us so as
10 be received by them before the Bar Date in order for their Scheme Claims which are
not, al the Effecuve Date, Agreed Liabilities to gualify for payments under the Scheme,
Scheme Creditors who fail to do so wili only receive distributions under the Scheme to the
extenr the records of P&G show that such Scheme Creditor has Agreed Liabilities (net of
set-off) which are set out on the Claim Form made available or sent (o them by us. In the
event of a failwe o submit a properly completed and supported Claim Form and
Supporting Information by the Bar Date, the value attributable to such Scherme Crediors'
other Scheme Claims, including Outstanding Losses and Projected Claims, shall be nil,
unjess the Scheme Creditor has elected o use g Vating Form as its Claim Form as

described in paragraph 10.4 below,

Except v refation 1o Projected Clzims, a Scheme Creditor can elect to use its Voting
Form as its Claim Form thus avoiding the necessity of completing a separate Claim Form,
Scheme Creditors wishing to assert Projected Claims must submit 2 Claim Form with
Supporting Information to us by the Bar Dare.

On receipt of a Scheme Creditor's submitted Claim Form(s) and Supporting Information,
we will endeavour (o agree that Scheme Creditor's Notified Scheme Ciaim with that
Scheme Creditor. The process of establishing the value of a ciaim under the Scheme will
mckude an assessment by the Scheme Actuary of the element of discounting to be applied
to the claim in order to reflect the time value of money.

Any Notified Scheme Claim (except a Projected Claim) which is not agreed berween the
Scheme Creditor and P&G within the timescales set out in the Scheme will be referred to
a Scheme Adjudicaior as a Disputed Matter, The Scheme Adjudicator will make a final
determination in respect of each Disputed Matter referred to him in accordance with the
dispute resolution procedure set out in the Scheme. The Scheme Adjudicator’s decision
will be final and binding on P&G in so far as the law allows and the Scheme Creditor and

there will be no right of appeal.

Projected Claims will be determined by application of the Estimation Methodology
contained in the Scheme. Disputes in reiation to the Scheme Actuary's application of the
Estimation Methodology not resolved within the timescales set out in the Scheme shall be
referred 1 the Actuarial Adjudicator, who shall determine whether the Scheme Actuary
correctly applied the Estimation Methodology. The Actuarial Adjudicator's decision will
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10.8

10.9

10.10

10,11

1.

1.5

be final and binding on P&G and the Scheme Creditor and there will be no right of

appeal.

Onee the amount {(discounied. where appropriate) of a Scheme Creditors’ Notified Scheme
Claim has been determined. we will inform that Scheme Creditor in wriling of the amount

of his overall Established Scheme Lishility.

On receipt of this written notification. a Scheme Creditor may serve notice of objection on
the grounds of mathematical or other manifest error only. In the even that agreement
cannot be reached within the tmescales set oyt in the Scheme, the dispute will be referred

& Scheme Adjudicaror,

When all. or virwally all. Scheme Claims have been determined, following their
apreement or adjudication, we will announce and pay to Scheme Credifors with
Established Scheme Liabilities at the relevant date, a Final Subswantive Closure

Distribution.,

H, at the date of the payment of the Final Substantive Closure Distribution, there remain
issues outstanding, we may in our discretion announce and pay an Ultimate Sweep Up

Distribution,
What are Scheme Creditors required to do?

We applied to the Court for an order directing us to convene a singie meeting of Scheme
Creditors in respect of P&G 1o consider and, if thought fit. approve the Scheme.

In accordance with the relevant Court Practice Statement {Companies’ Schemes of
Arrangement) {2002] | WLR at 1345, Schene Creditors were given advance notice of the
relevant directions hearing before the Court on 17 January 2008, either in writing by z
letter dated 29 Octaber 2007, or by advertisements being placed in the Financial Times
(United Kingdom and internationa) edition); Insurance Day; the Wall Street Journal and
Business Insurance, By order of Mr Justice Peter Smith, the Court directed that such

meeting be convened,

If you are a Scheme Creditor. you are entitied o vole ar the meeting of creditors
convened with leave of the Courr {ihe "Creditors' Meeting") for the purpose of
considering and, if thought fit, approving the Scheme.

The notice of the Creditors' Meeting to be held on 9 Jupe 2008 atr 10 a.m. (London time)
at Chartered Insurance Institute, 20 Aldermanbury London EC2V 9HY, United Kingdom
is al Appendix A to the Scheme. which is al pages 66 to 67 of this document. The
chairman of the Creditors' Meeting (the "Chairman”) wil address all Scheme Creditors
generally on the Scheme, including the provisions of the Scheme and on the issues
relevant to voting at the commencement of the meeting at 12 noon (London time}. You
may atend the meeting in person (or. if z cor;ﬁorafion, by a duly authorised
representative) or you may vote by proxy. Voring wifl be by way of a poll.

There is enclosed with this document 2 Voting Form and Form of Proxy to be used for
voting at the Creditors’ Meeting. Whether or not you intend 1o be physically present at
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1.7

11.9

1130

1.1}

1.12

the meeting _vdu are requested (o complete, sipn and return the Voting Form enclosed with
this document in accordance with the accompanying guidance uotes by 5 p.m. {London
time} on 6 June 2008 1o us ar the address staed at page it of this document. Returning
the Voting Form or Form of Proxy will not prevent a Scheme Creditor from artending and
voling i person should he wish to do so. However. a proxy will not be able o vote if the

relevant Scheme Creditor attends and votes in person.

Please note that faxed and emailed Voting Forms wifl only be accepted if they are legible
and if the original is received no later than 7 days after the Creditors' Meeting.

The Voting Form requires an estimate of the amount of the Scheme Creditors' present and
future claims against P&G in order (0 determine the value of each Scheme Creditor's vote
at the meeting. The value to be atiributed to each Scheme Creditor's ciaim for voting
purposes will comprise the actual amounts of that Scheme Creditor's Agreed Liabilities,
Outwards Unpaid Losses. Quiwards Outstanding Losses and estimates of Outstanding

Losses and Projected Claims.

The value of any estmated claims will be determined by the Chairman on the basis of (i)
the information provided by the Scheme Creditor; {ii) the information availabie to us from
the existing records of P&G: (i) advice from the Scheme Actuary applying the principles
described in the Estimation Methodology. The Chairman has the DOWET (0 Teject a claim,
in whole or in part, for voting purposes only if he considers that it does not represent a
reasonable assessment of the sum due from P&G. The decision of the Chairman as to the
vaiue 10 be placed on a claim for voting purpeses is final and binding and, where possible,
will be notified to the relevant Scheme Creditor hefore the meeting and, in any event,

alterwards but before the sanction hearing.

Estimates of Projecied Claims will not be taken inte account in calculating paymenis
under the Scheme: they will be used for voting purposes onty. The amount of a claim
admitted for voting purposes will not constitute an admission of the existence or amount
of any liability of P&G to the Scheme Creditor and will not bind the Scheme Creditor,

P&G, us, or any other party.

For the purposes of voiing at the Creditors' Meeting, Scheme Creditors' claims will be

converted into Sterling at the Scheme Rate,

We have been advised that particulars as to estimates of the amount of any future ciaims
furnished by & Scheme Creditor for voting purposes may not be protected by privilege
under English law and may be discoverable by a third party with a claim agains: the
Scheme Creditor in any action or proceedings 10 which the Scheme Creditor may be a
party. You should, however, consult your own legal adviser as w the consequences for
you of furnishing such particulars in the light of any iitigation in which you may be or are
involved.

An independent Assessor shall be appointed to review all valuations made by the
Chairman in order to ensure that the estimated elements of Scheme Creditors’ claims have

been valued on a consistent and fair basis. The Independent Assessor will be a fellow of
an actuarial body which is affifiated 10 the International Actuarial Association and who has
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13.

at least two years contiiuous experience of general insurance actuarial work.,  The
Independent Assessor shall not be a Scheme Creditor. sharehoider or director of P&G.
His remuneration. costs and expenses will be payable as a Liquidation Expense but shall
not be dependent upon the level at which claims are agreed under the Scheme.

The Independent Assessor shall be present at the Creditors' Meeting in order to assess the
consistency and fairness of the process of valuing the estimated elements of Scheme
Creditors’ claims. Once the Independent Assessor has reviewed theChairman's valuations
of the estimated elements of Scheme Creditors® claims, he shall report his findings in
writing to the Chairman. The Independent Assessor's report will be made available af the

sanction hearing,

After the Creditors' Meeting, the votes must he checked and verified. Once the outcome
of the vote has been determined notification will be published o the website at www,gt-

pandg.com.

If you are a direct insured (as opposed to a reinsured) and are bankrupt or {being a
company) in hquidation, or are subject to any similar insolvency proceedings, a third
party with a claim against you in respect of which you are insured under the policy issued
by P&G may have rights under the Third Parties (Rights Against insurers) Act 1930
which resuit in such third party being a Scheme Creditor and accordingly entitled (o attend

and voue at one or more of the meetings.

You are requested (o notify us if you are bankrupt, in liquidation or subject to any similar
nsolvency proceedings and to provide the name of any such third party. You should also
inform any such third party of the Scheme. We will send a copy of this document to each

such third party notified to them.

If you are unclear or have any questions concerning the action you are required to take,

please contact us at the address given on page ii.

Court hearings

Before the Scheme can become effective and binding the Court must also sanction the
Scheme after it has been approved by the requisite majority of Scheme Creditors and the
necessary court order must be delivered to the Registrar of Companies in England and

Wales for registration.
Effective Date of the Scheme

It 1s expected that, if the Scheme is sanctioned by the Court and the necessary Court order
is deltvered for registration, the Scheme wilf become effective on 3¢ June 2008,

Recommendation

The Commitiee of Inspection have informed us that. on the basis of the information
conained in this document, they support the Scheme.
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1.2 We helieve that the Scheme is in rhe hest interests of the Scheme Creditors and
accordingly recommend that creditors who are entitled 0 do so vote in favour of the

Scheme.

Yours faithiutly
for and on behalf of _
Pacific & Genera! Instrance Company Limited {In Liguidation)

Ipe Jacob and Richiard Graham Whie
Joint Liguidators
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Part B Scheme of Arrangement

No 9163 of 2007

IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION
COMPANILES COURT

IN THE MATTER OF

PACIFIC & GENERAL INSURANCE COMPANY LIMITED
{IN LIQUIDATION)

and

IN THE MATTER OF THE COMPANIES ACT 1985

SCHEME OF ARRANGEMENT
(pursuant o section 425 of the Companies Act 1985}

between

PACIFIC & GENERAL
INSURANCE COMPANY LIMITED
(IN LIQUIDATION)

and its

SCHEME CREDITORS

{as defined in the scheme of arrangement)

212 -

A glossary is available af the buck of ihis document
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PART { - PRELIMINARY

1.1 Definitions

t.

13

In the Scheme, uniess the context otherwise requires or otherwise expressly
provides, defined terms shall bear the meanings set out in the glossary which
is a1 Appendix | to the Scheme.

Cilause and pant headings and the index to the Scheme are imserted for
convenience of reference only and shall be ignored in the interpretation of the

Scheme.

In the Scheme. unless the conlext otherwise requires or otherwise expressiy

provided for:

14}

(b}

{c)

{e)

references o Clauses and parts are to be construed as references to the
Clauses and the parts respectively of the Scheme:

references to (or to-any specified provision ofy the Scheme shall be
construed as references 1o the Scheme (or that provision) as in force for
the time being and as modified in accordance with the terms of the
Scheme;

words importing the plural shali include the singular and vice versa and
words importing one gender shall include atl genders:

except in relation to the definitions of “Prowecied Liability” and
"Protected Policyholder™, references to a person shall be construed as
including references to an individual, firm, partrership, comwpany,
corporation, unipcorporated body of persons or any state or any state
agency;

references to or 10 any provision of the Policybolders Protection Act "as
then in force”™ or "as in force at the time” or "ag from time o time in
force”™ are references 10 that Act or provision as then or at any tme or
from time to time (as the case may be) i force in refation o the
Company (whether or gor it js also in force in relation o other
companies} and include references 1o that Act or provision as re-enacted
(with or without modification) in or replaced by (or in or by any
provision. including any rule or rules. made by viriue of) any stawmite or
stafutory instrument then or at any time or from lime o 1ime (as the case
may be) in force and applying to the Company; and

subject 1o {e} above (and without prejudice (o the definition of the
Policyholders Protection Act) references 1o any enactment shall be
deemed to include references to such enactment as re-cnacted, amended

or extended.

“16-
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The Company

The Company was incorporated in England on 26 March 1965, Its authorised share
capital is £3,225.000, divided into 3.225,000 ordinary shares of £1 each. of which
1.567.341 are issued and are fully paid up.

Purpese of the Scheme

RN

The purpose ot the Scheme is:

{4)

i

to enabie the liabilides of the Company in respect of Scheme Claims 1o
be established and aseerained;

to provide for the payment of dividends by the Company to those of is
creditors whose Scheme Claims have from time 0 lime become
established and to those of iis creditors whose Scheme Claims will
become established at a later dare and 10 provide for payments to be
made to the FSCS; and

to provide a mechanism for closure of the Scheme by utilisation of a Bar
Date for submission of claims wogether with an actuarial based estimation
methedology. where appropriate, 10 evaluate and guantify liabiiities
notified under the Scheme owed by and to the Company in order o
effect o Final Substantive Closure Distribution.

The Scheme does not affect or purport o compromise the rights of Protected
Policyholders or of creditors in respect of Preferemial Claims.

- 17 -

A ploxsary (3 available at the hack of this document

34



PART 2 - THE SCHEME

2.1 Appiication of the Schen:te

The Scheme shall appty 1o all labilities of the Company in respect of Scheme Claims,

[
1.9

Stay of Proceedings

Without prejudice to any rights under Clauses 2.4 and 2 5. no Scheme Creditor shail
institute or continue any Proceedings or other judicial, quasi-judictal, administrative or
regulatory process whatsoever against or in respect of the Company or its assets or
property in any jurisdiction for the purpose of establishing the existence, priority
and/or amount of a Scheme Claim or for the purpose of obiaining and/or securing
payment of any such Scheme Clam and/or any part thereof, except as expressly

provided herein.

- 2.3 Enforcement of Scheme Claims

2.1

=
bar
1B

Except to the extent that the Company has failed to perform any obligation 1o
mazke a payment to a Scheme Creditor under the provisions of the Scheme and
subject to the rights of Scheme Creditors under Clauses 2.2, 2.4 and 2.5. no
Scheme Creditor shall instituie or continue any Proceedings or other judicial,
quasi-judicial, administrative or regulatory process whalsoever apainst the
Company or iis assetS or properly in any jurisdiction for the purpose of
enforcing payment of any Scheme Claim or any part thereof,

If any Scheme Creditor takes any such action as is prohibited by Clause 2.3.1
after the Effective Date 1t shall be treated a5 having received, on account of its
Scheme Claim, an advance payment under Clause 3.2 equal o the amount or
gross value of any money, property, benefit or advanuge obtained by it at the
expense of the Company as the result of such action; and the extent, if any, to
which it is entitled to any payment under Clauses 3.2.1(a) or 3.2.1{b) shail be
reduced accordingly. For this purpose, the gross value of any such property,
penefit or advantage shall in so far as the law allows be conclusively
desermined by the Liquidators and. without limitalion, may include such
amount as the Liquidalors may consider to be appropriate by way of inlerest
ar costs, charges or expenses incurred by the Company as a consequence

thereof,

2.4 Security, letters of credit and trusts

T4

Nothing in the Scheme shall affect the right of any person 1o take any
sppropriate action 1o enforce:

(a) any security over the property of the Company which could have been
lawfully enforced subsequent to the Petition Date: or

(v) any letter of credit issued or trust created (expressly, by implication or
by operation of iaw) in respect of the Company and of which he is a

- 18 -
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heneficiary, if such fester of credit or rust was issued or created before

the Petitton Date.

Nothing in the Scheme shall affect the right of the Company against any
person in respect of any wrongful drawdown er enforcement of any security.
tetter of credit issued or trust cremed in respect of the Company.

[
A
12

251 The Company may. in relation 1o a Scheme Claim, rely on any right of set-off
or cross claim upon which it could have relied in the liguidaiion of the
Company prior (o the Effective Daie.

Without prejudice 1o the generality of Clause 2.5.1, when calculating the vaiue
of & Scheme Creditor's Established Scheme Liability. such calculation shall
tike into account any right of set-off or cross claim in respect of any
contingent and/or prospective liabilities of the Scheme Creditor o the

[
n
()

Company arising out of claims agreed and/or determined in accordance with
Part 7.

Fur the avoidance of doubl, a Scheme Creditor which is under a liabitity o the
Company may rely on any set-off or cross claim upen which it could have
relied in the liquidation of the Company prior to the Effective Date.

[
in
i

2.6 Established Scheme Liabilities

261 Subject 10 Clauses 2.3, 2.6:2, 2.7 and 2.10.1(b). a liability of the Company in
respect of a Scheme Claim shall be an "Established Scheme Liability" when a
Scheme Creditors’ Establishe¢ Scheme Liability has been calculaled in
accordance with Part 7, after account has been taken of:

(a) any security over the property of the Company which the Scheme
Creditor is entitled (or claims to be entitled) 1o enforce in accordance
with Clause 2 .4.1{a);

by any letter of credil issued or trust created in respect of the Company
which the Scheme Creditor is entitled (or claims 0 be entitled) to
enforee in accordance with Clause 2.4.1(b): and

ic)  any sel-off or cross claim which may be ken into account from time o
time int accordance with Clause 2.5,

For the purposes of the Schemne, the amount of ap Established Scheme
Liability shal] be the amoun! ai which it was so established. notwithstanding
any payment which has been made {or is treated 2s having been made) under

1
o
I

the Scheme.

-9 -
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2.7 interest

For the purpose of paying or providing for payments under the Scheme, there shall not
be included as part of an Established Scheme Liability any interest liability of the
Company except interest for which a Scheme Creditor 15 entitted to prove in the
liguidation of the Company under the Applicable Insolvency law (“Admissibie
Interest”). No payment shall be made under the Scheme in respect of any part of a
Scheme Claim which represents interest which is not Admissible interest. For the
aveidance of doubt, this Clause does not affect a Scheme Creditor's entitlement {if any)
o assert a Scheme Claim in respect of that Scheme Creditor’s liability in interest o 2

third party.

2.8 Currency of payment

1851 Any amount payable to a Scheme Creditor under the Scheme in respect of an
Established Scheme Liability owed to a Scheme Creditor shall be paid in

Sterling.

In determining any set-off or cross claim in relation 1o a Scheme Claim, where
the set-off or cross claim is expressed in a currency ather than Sterling, the
set-off or cross claim shall be converted into Sterling at the Scheme Rare.

1
o
5]

1.9 Method of payment

14 Payments to0 a Scheme Creditor under the Scheme may be made, in the
absolute discretion of the Liguidators:

2y by cheque in favour of the Scheme Creditor concerned or as such
Scheme Creditor may direct and sent through the post ai the risk of such
Scheme Creditor to the fast known address of such Scheme Creditor or
w such other address as such Scheme Creditor may from time o time

aolify o the Company;

(b} by telegraphic transfer to such bank account as the Scheme Creditor
concerned may from time (o time notify to the Company: or

{¢) in such other manner or n favour of such other person (including any
third party) as the Liguidators may from time 0 lime determine, The
cost of using any such payment meshod in 2 particular case shall be an
expense of the Scheme Creditor concerned.

Payment under or pursuani to the Scheme shall be deemed w0 have been made
on the day that the cheque is posted or telegraphic transfer instruction given 1o
the relevant bank (as the case may he). Payment of any such chegue by the
banker on whom it is drawn shall be satisfaction of the monies in respect of
which it was drawn; and receipt of the armount of such telegraphic transfer imo
suck account shall be satisfaction of the monies in respect of which it was

1
D
1

paid.

- 20 -
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2.49.3

Without prejudice to Clause 2,92, payment by the Company. as the case may
he. of the payments 1o be made herein in respect of an Established Scheme

Liabitity:
tay o a Scheme Creditor; or

thy  where wo of more persons comprise a Scheme Creditor to any one such

person;

fuy .10 apy person aciing on behalf of 2 Scheme Creditor (whether actually or

ostensibly); or
)y otherwise pursuant to Clause 2.9.1,

shalt for all purposes constitute a valid discharge of the Company in
respeci of such Established Scheme Liability.

2,10 Commutations, settiements and other agreements

EREEN

If the Liguidators consider that to do so would be in the hest imerests of the
Scheme Creditors {cxcluding the Scheme Creditor with whom such contractual
arrangements are made), the Company may enter into contracrual
arrangemenis with a Scheme Creditor under which:

() all or parn of the liability (which may include., without limitation, a
labitity to provide or fund the costs of that Scheme Credilor's defence)
of the Company 10 that Scheme Creditor is discharged in full in
consideration of payment made by the Company; or

thy all or part of the lability of the Company to that Scheme . Creditor
becomes an Established Scheme Liability otherwise than as a resulr of an
obligation 10 pay an ascertained sum of money being established in
accordance with Clause 2.6.1; or

(c)  all or part of the liability of the Company to that Scheme Credior is
valued and converted ino a liability subordinated to Estabjished Scheme
Liabitities on any terms (including the payment of an amount higher than
the current Payment Percentapge, calculated as if that subordinaled
liability were an Established Scheme Liability) that the Liguidators think
fit,

Z21 -
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PART 3 - PAYMENTS TO SCHEME CREDITORS

3

Computation of the Payment Percentage

3.

382

Ji4

Subject as hereinafter provided in this part 3, the Liguidators shatl from ttime

o time:
(a)  set the Payment Percentage, and

{b) revise a Payment Percentage previously sel by seuing 2 new Payment
Percentage of & greater or lesser amount, ’

The Liguidators shall not set a Payment Percentzge unless they consider, on
the basis of the information and advice referred to in Clause 3.1.5, thar after;

{ay the Company has {by reference w the then current Payment Percentage)
complied with the provisions of Clause 3.2 in relation to ati Established
Scheme Liabilities owed by it as at the Review Date concerned; and

(b such reserves have been created by the Company as they consider (o be
prudent to enabie the Company to meet is iabilities for Preferential
Claims and for Liguidation Expenses as and when they fail due,

the Company will retain Scheme assets of an amount which the Liguidators
consider sufficient 1o enable the Company to comply with the provisions of
Clause 3.2 (by reference 10 2 Payment Percenlage at that raie) in relation to alj
fiabilities of the Company in respect of Scheme Claims which have become. or
which the Liguidators consider may become, Established Scheme Liabilities
after the Review Date coacerned.

The Payment Percentage, as and when sel. in relation to the Company shall be
set at, or increased (o, such rate as the Liguidalors consider will ensure that all
the assets of the Company remaining after:

{a the Company has retained assets of an amount which the Liguidators
consider sufficient lo enable 1t 1o comply with the provisions of Clause
3.2 (by reference o a Payment Percentage ai that rate) in relation to all
liabilities of the Company io respect of Scheme Claims which have
become, or which (he Liguidaiors consider may become, Established
Scheme Liabilities after the Review Date concerped: and

") the creation of the reserves referred to in Clause 1. 1.2(0),

are distributed proportionately in respect of all the Established Scheme
Liabiiities owed by the Company as at the Review Date concerned.

If on considering the current Payment Percentage the Liguidators consider that
there are not sufficient assets for such Payment Percentage (o be sel at that
fevel and for the provisions of Clause 3.1.2 i be complied with, they shail
reduce such Paymem Percentage to such level as they consider appropriate.

i
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o

For the purpose of sewting the Payment Percentage as al a particular Review
Date, the Liquidators shall obtain and consider such financial and/or actuarial
information and advice as the Liquidators. following consultalion with the
Committee of Inspection. shall consider appropriate,

Payments to Scheme Creditors

In respect of an Esiablished Scheme Liability, the Company shail. subject 10
Clauses 2.3.2, and 7.1:

{a) as soon as reasonably practicable but, in any event. within 40 Business
Days following the date on which it becomes an Established Scheme
Liability or on which the initial Payment Percentage has been set
(whichever is the later), pay to the Scheme Creditor concerned an
amount equal o the then current Payment Percentage of such Established
Scheme Liability; and

{by  as soon as reasonably practicable, but in any event within 40 Business
Days following an increase in the Paymemt Percentage under Clause 3.1,
pay to the Scheme Creditor concerned {whether or not the same person
who received payment under Clause 3.2, 1{a)), a further amount equal to
the difference between (A) the Paymem Percentage {as increased) of
such Established Scheme Liability and (B) the amount of such
Established Scheme Liability which has previeusly been discharged by
the Company or is ireated as having been discharped under Clause
2.3.2.

The Liguidators shall suspend payments upder Clause 3.2.1 for such period
(not exceeding 130 Business days) as they consider appropriate if information
becomes avaitable to them concerning the financial position of the Company as
a result of which they require 1o consider whether or not 0 set a reduced
Payment Percentage. As soon as practicable during, and in any event at the
end of, such period. the Ligquidators shail set a reduced Payment Percentage or
cenclude that the Payment Percentage need not be reduced, and thereupon the
suspension of payments shail be tifted.

223
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PART 4 - PAYMENTS TO THE F8CS

4.1  Payments to the FSCS

BRI

Where the FSCS has made or is required 1o make a payment in respect of a
Protecied Liability as required pursuant 1o the Pelicyholders Protection Act the
FSCS shall have a right 10 payment by the Company, in accordance with the
terms of the Scheme. of all sums due or payable by the Company in respect of
the Protecied Liability to wiuch the payment made or required to be made by
the FSCS relates, and accordingiy:

(a; the Company shall treat the FSCS as a Scheme Creditor in respect of the
Protected Liability (being the person to whom that liability is owed) o
the exclusion of any other person 10 the extent of the payment made ar

required to be made; and

() the receipt of the FSCS of payment by the Company of ail sums due or
payable by the Company in respect of the Protected Liability to which
the payment made by the FSCS relates, shall constitute a valid discharge
of the Company in respect of such sums;

and so that the Company shall not remain under or mcur any habilty with
respect to any Prolected Policyholder by reason of having paid any such sums
to the FSCS.

4.2 Ipformation to be provided to the FSCS

4.2

Before the termination of the Scheme and until the Company is dissoived, the
Company and the Liquidators shall, insofar as they are reasonably able so to
do. promplly provide the FSCS with all such information in their respective
possession or under their respective contrel or the control of their respective
agents as the FSCS may from time 10 Ume request in order 1o establish
whether {or the extent lo which) any Established Scheme Liability is a
Protected Liability or whether {or the extent to which) a creditor of the
Company is a Protected Policyholder or otherwise for the purpose of enabling
ur assisting the FSCS to exercise its rights under the Scheme or o carry out its
tunctions or responsibifities under the Policyholders Protection Act as from
time (o time in force (and where the FSCS requests copies of documents it
shall pay the reasonable photocopying costs of providing them). The
Comgpany, or as the case may be, the Liguidators shall, so far as it or they are
able. authorise and instruct anmy third party with any such information to
disclose it to the FSCS. The Company's and the Liguidators' obligations set
out in this clause 4.2.1 shall not extend 0 any information which the
Company, or as the case may be, the Liquidators are under a legal duty not 1o
disclose, but neither the Company nor the Liguidators shall, without the prior
written consent of the FSCS, enter into any agreement or incur any obligation
which preciudes or restricts disclosure w0 the FSCS of any such information as

L
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4.3

is reasonably capable of being the subject matter of 2 request under this clause
4.2.1.

4.2 Subject lo receiving reasonable notice in any tase. the Company shall. for the
purpose referred to in clause 4.2.1, permit (and. so far as it is ahle. authorise
and instruct its agents lo permir) any person authorised by the FSCS o have
access o, and (subject 10 the FSCS agreeing (o pay the reasonabie costs
thereof) 10 be provided with copies of, all or any of the books and records of
the Company and. in so far as they refate w0 the Company, of such agerns,
during normal business hours. Such obligation shall not extend to any such
information which the Company or any such agent is under a tegal duty not to

disclose.

. The FSCSs rights against the Company in respect of any assignment to it of the

rights of a Protected Policyholder

For the avoidance of doubt and without prejudice to ciauses 4.4 10 4.3, the Company
agrees with the FSCE that any assignment to the FSCS of all or any nights whatscever
of a Profected Policyholder agains! the Company shali be valid and binding on the
Company, and that the FSCS may, subject 10 (ke terms of the Scheme. take actions and
proceedings in the name of such Protected Policyholder and exercise all his rights
against the Company, including without limitation his rights, prior to such assigrument,

against the Company.

.25 .
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PART 5 - THE LIQUIDATGRS

50 Power to act jointly or severally

The functions ané powers of (he Liquidators under the Scheme may bhe performed and
exercised jointly or severally and any act required (o be dome by the Liguidators
pursuant to the Scheme may be done by all or any one or more of them.

5.2 Functions and powers
521 The Liguidators shall:
{a)  manage the run-off and closure of the Company's business;

{by  realise the assets of the Company aod apply them for the benefit of
Scheme Creditors in accordance with the Scheme: and

(¢) supervise and ensure the carrying out of the Scheme. and for these

purposes shall:

(iy  have power in the name and on benalf of the Company (0 manzge
the affairs, business and property of the Company; and

iy without prejudice to the generality of the foregoing, have the
powers specified in Clauses 5.2.2, 5.2.3 and 5.2.4.

522 Wihout prejudice to the generality of Clause 3.2.1, in carrying out their
functions and powers under the Scheme, the Liguidators shall be entitied:

{a} 10 agree claims and process reinsurance recoveries as part of the run-off
of the Company’s business;

by to take possession of. cotlect and get in all the property and asseis (of
whatever nature) to which the Company is or appears o be entitied and
to do all such things as may be necessary for the realisation of any such

property or assets;

(¢}  to have full access at all times 1o al! books, papers and other documents
of the Company. to receive ail such informalion as they may require in

relation to its affairs;

tdy  to do all things which may be necessary or expedient for the protection
of the Company’s assets or of any assets that appear to belong 1o the
Company;

fe})  to bring or defend any action or other legal proceedings in the name and
on behalf of the Company or otherwise;

() o be remunerated for the carrying out of such functions and powers and
o be reimbursed for all expenses preperly incurred by them in
connection therewith;

226 -
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(h}

)

t3)

k)

io employ and remunerate accountants, acluaries, lawyers and other
professional advisers or agents whether in England and Wales or in other
jurisdictions in connection with the conduct of their -functions and
powers under the Scheme;

t do &} acts and to execute in the name and on behalf of the Company
any deed. receipt or other documen: and to use the Company's seal;

to borrow and to make any payment which is necessary or incidental to
the performance of their functions and 10 pgive a valid discharge for
amounts received by the Cornpany.

to delegate to any person (being, other than in the case of delegation 1o
the Scheme Conflicts Administrator, a partoer in the same firm a5 the
Liguidators) qualified to- act as’ an msolvency practitioner within the
meaning of section 390 of the insolvency Act 1986 of England and
Wales and approved for the time being by the Commitiee of inspection
for the purposes of this Clause 5.2.2(j) (a "Delegate”}, all or any of the
functions. powers, rights, authorities and discretions conferred upon the
Liguidators under the Scheme and from time o lime to revoke any such
delegation (other than in the case of delegation 16 the Scheme Conflicts
Administrator which shall be. subject te the provisions of any such
agreement as s referred to in Clause 5.4, irrevocable), provided that
{other than in the case of delegation to the Scheme Conflicts
Administzator) the Liguidators shall be personally responsible for any act
or omission of any such Delegate to the same extent as if they had

expressly authorised ir;

to do all other things incidental 1o the exercise of the functions and
powers referred (o in this Clause 5.2.2 and in Clauses 5.2.1, 5.2.3 and
5.2.4.

The Company shall be entitled to enter into contractual arrangements with
Scheme Creditors (knewn as “commutations”) under which the tetal lability
of the Company to the relevant Scheme Creditor in relation to some or all of
the contracts of insurance, reinsyrance or retrocession between the Company
and the Scheme Creditor shali:

{a)

b}

be discharged in full in consideration for a cash paymem by the

Company; or

become an Established Scheme Liability otherwise than in the normal
course and on the basis that no further claims may be made under the
refevant insurance, reinsurance or retrocession contracts.

Ne such arrangement shal! be entered into unless the Liquidators are
satisfied that it is likely to increase payments to the Scheme Creditors as

227 -
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a whole, The Liguidators shall be entitied w agree commuiations on
behalf of the Company.

In respeet of Lloyd's Syedicales, the Liguidators shall have the power to treat
all the members of a Lioyd's Syndicate which has a Scheme Claym as if they
were a singie Scheme Creditor of the Company in respect of that Scheme
Claim and the members of a Lioyd’s Syndicate which owes money 1o the
Company shall be treated as a single debtor of the Company in respect of the
sum due, in each case on the basis that the effect of closing a year of account
{Year A) by means of reinsurance to close into a later year (Year B) is that the
rigits of the members of the syndicate in Year A become instead the rights
and liabilities of the members of the successor syndicate or syndicates in Year
B.

In carrying out their functions and exercising-their powers under the Scheme.
the Liguidators shall consult’ with, and take account of the views expressed by,
the Committee of Inspection on any matter material to the Scheme. which for
the avoidance of doubt shall include, without limitadon, the setting of and
revisions 10 a Payment Percentage pursuant to Clause 3.1.

Responsibility and indemnity

5.3

In carrying out their functions and exercising their powers under the Scheme,
the Liquidators shall act bona fide and with due care and diligence in the
mierests of Scheme Creditors as a whole and shall use their powers under the
Scheme for the purpose of ensuring that the Scheme is operated in accordance

with its terms.

in so far as the law allows, no Scheme Creditor shall be entitled to challenge
the validity of any act done or omitted to be done in good faith and with due
care by the Liguidators in accordance with, and to implement the provisions
of, the Scheme or the exercise by the Liquidators in good faith and with due
care of any power conterred upon them for the purposes of the Scheme if
exercised in accordance with, and to implement the provigions of, the Scheme
and the Liguidalers shall not be lisble for any loss unless such loss is
attributable ¢ their own neghigence, default, breach of duty. breach of wust.
fraud or dishonesty {or to that of any Employee or Delegate other than the
Scheme Conflicts Administrator).

In so far as the law allows, no Scheme Creditor shall be entited 1o chalienge
the validity of any act done or omiited to be done in good faitk and with due
care by any Employee in accordance with and to implement the provisicns of
the Scheme if exercised in accordance with and to implement the provisions of
the Scheme and no Employee shall be liable for any loss unless such loss is
attributable to his own negligence, default, breach of duty, breach of trusi,

fraud or dishonesty.
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In so far as the law allows. no Scheme Creditor shall be emided to challenge
the validity of any act done or omitied (0 be dope in good faith and with due
care by any Delegate in accordance with and to implement the provisions of
the Scheme or the exercise by such Delegate i good faith and with due care
of any power conferred upon the Ligquidators for the purposes of the Scheme if
exercised in accordance with and 1o kmplement the provisions of the Scheme
and no Detegate shall be tiable for any loss uniess such loss is attributable 10
his own negligence, default, breach of duty, breach of trust, fraud or
dishonesty (o7 to that of any Employee).

Subject to the Compantes Act, each Liquidator (in his capacity as such) {(and
each Empioyee and Delegate) shall be entitled 1o an indemnity out of the
assets of the Company against:

(ay  all actions, claims, proceedings and demands brought or made against
such Liquidator (or Employee or Delegate) in respect of any act done or
omitied to be done by such Liquidator (or Employee or Delegate) in
good faith withous negligence, default, breach of duty. breach of trust,
fraud or dishonesty in the course of implementing the Scheme in
accordance with its terms: and '

(hy ali expenses and iiabilities properiy incurred by such Liguidator {or
Employee or Delegate) in carrying out s funcilions and powers (or the
funciions for which such Employee is empioyed by the Liquidators or
any Deiegate) in the course of implementing the Scheme in accordance
with s terms.

Without prejudice to the generality of Clause 5.3.3. each such persen as is
expressed to be entitled o an indemnity in accordance with that Clause (in the
capacity in which he is entitied 1o such an indemnity} shall be entitied 1o an
indermity out of the assets of the Company:

(a) against any lability incurred by him in defending any proceedings,
whether civil or criminal, in respect of any negligence, default, breach
of duty, breach of trust, frand or dishonesty in which judgment is given
in his favour or in which he is acquitted; or

{by in connection with any application in any such proceedings in which
relief i= granied to him by a ceurt from liability for negligence, default,
breach of duty, breach of irust, fraud or dishonesty in relation w the
affairs of the Company.

The Company may, with the approval of the Commitiee of Inspection {such
approval not to be unreasonably withheld or delayed):

tay purchase and maintain for any such person as is referred to in Clause
5.3.5 insurance against any liability in respect of which the Company

S39 .
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5.4

would be obliged 10 indemnity that person in accordance with Clauses
5.3.5and 5.3.6: and

th}  pay costs incurred by any such person as 15 referred to in Clause 5.3.6 in
defending proceedings of the nature described in Clause 5.3.6 provided
that the Company obtains from a Liquidator an obligation to reimburse
the Company (with interest) in respect of any sum which would not, in
the event, have peen payable by the Company under Clause 5.3.6.

Procedure for the resolution of conflicts

The Company and the Liguidators may from time 1o time, and after consultation with
the Committee of Inspection, enter into such agreement as they consider appropriate 10
deal with disputes or conflicts that arise or may arise during the course of the Scheme.
whether berween the Company and the Liquidawrs or between the Liquidators
themselves {(in their professional capacity, whether as insolvency practitioners or
otherwise, or because a4 resolution concerning the Liguidators i 1o be put before a
meeting of the Committee of Inspection), which agreement may provide for the
defegalion in refation to a particular dispute or contlict of the Liguidators' functions.
powers, rights, authorities and discretion pursuant to Clause 5.2.2(j) 0 a Scheme
Conflices Administrator ¢ represeml one or more of the parties to the dispute or

conflict in question.
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PART 6 - THE COMMITTEE OF INSPECTION

6.1 Functions

6.1.1 Without prejudice to the specific provisions of this Clause 6.1 the Commiltee
of Inspection shall monitor the carrying out of the Scheme and supervise the
Liguidators in the exercise of their funcrions under the Scheme.

6.1.2 The Commitiee of Inspection may from time to time resolve what information
it 1 desirable 1o seek from the Liquidators concerming the affairs of the
Company or the aperation of the Scheme, and may authorise any one member
of the Committee of Inspection to apply in writing to and receive from the
Liguidators all such information. The Liguidators shall prompily give to the
Commitiee of Inspection all such mformation concerning the affairs of the
Company or the operation of the Scheme as the Committee of Inspection shall
from time e time resolve to seek and in respect of which a written request
shall have been received by the Liquidators. Each member of the Committes
of Inspection shall be entitied at any ume 1o raise guestions or o reguest a
meeting with the Liguidators in conmection with the performance of his
responsibilities as a member of the Commitee of Inspection and, subject 1o
their duties under the Scheme, the Liguidators shall use reasonabie endeavours
to respond 1o such questions or to comply with any such request for 2 meeting.
Notwithsianding the preceding provisions of this Clause 6.1, the Liquidators
shall not be obliged 1o disclose any confdential informalion of the Company
1o a member of the Commitiee of Inspection if the information relates 1o any
matter where such member {and, where such member is a Designaled

Representative. its appointors) has an interest in conflict with the Company
(bther than a peneral conflict arising as a result of the siatus of the members of
the Committee of Inspection {or appoimtors) as creditors of the Company).

6.2 Duties

Each member of the Committee of Inspection shail, in performing their functions as
such in rejation 1o the Scheme. act bona fide in the imerests of the Scheme Creditors as

a whole,
6.3  Responsibilities and indemmnity

838 In 5o far as the taw allows. no Scheme Creditor shall be entitied to chalienge
the validity of any act done or omited 10 be done in good faith and with due
care by any member of the Commitiee of Inspection in accordance with and o
implement the provisions of the Scheme or the exercise by any such person in
good faith and with due care of any power conferred upon it or him for the
purposes of the Scheme if exercised in accordance with and to implement the
provisions of the Scheme and no such person shall be liable for any loss uniess
such loss 15 attributable to its or his own wilful default. fraud, dishonesty or
wilful breach of duty or trust.

- 31 -
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6.4

6.1.2

6.3.3

6.3.4

Subject to the Companies Act. vach member of e Committee of Inspection
shall be entitled to an indemnity out of the assets of the Company against all
sctions. claims. proceedings and demands brought or made against lum in
respect of any act done or orniteed to be done in relation to the Company m
zookd faith and with due care by such person in the course of implementing the
Scheme in accordance with its. ierms.

Witheut prejudice 1o the generaiity of Clause 6.3.2. each such person as is
expressed to be entitled to an indemnily in accordance with that Clause (in the
capacity in which he is entitted to such an indemnity) shall be entitled to an
indemnity out of the assets of the Company:

ta}  against any lability incurred by it or him in defending any proceedings,
whether civil or crimimal. in respect of any wilful default, fraud,
dishonesty or wilful breach of duty or trust in relation to the Company in
wiuch judgment is given in his favour or in which he is acquitted; or

tbj in connection with any application in any such proceedings in which
eelief is granted 1o him by a court from liability for wilful defaull, fraud,
dishonesty or wilful breach of duty or trust in relation to the affairs of
the Company.

The Company may. with the approval of the Committee of Inspection {such
approval 1ot 10 be unrcasonably withheld or delayed}:

t4}  purchase and maimzain for any such person as is referred o in Clause
6.3.2 insurance against any fiability in respect of which the Company
would be obliged to indemmnify thut person in accordance with Clauses
6.3.2 and 6.3.3; and

{b)  pay costs incarred by any such person as is referred 10 in Clause 6.3.2 in
defending any actions, claims. proceedings and demands of the nature
described in Clauses 6.3.2 and 6.3.3 which relate (o the Company
provided that the Company obtains from such person an obligation to
reimburse the Company (with interest) in respect of any sum which
would not, in the event, have been payable by the Company under those

Clauses.

Yalidation of acts

All acis done by the Committee of Inspection or any meeting of the Committee of
Inspection or any person acting as 2 member of the Committee of Inspection shall,

notwithstanding that it is afterwards discovered that there was some defect in the
appointment of a member of the Commitiee of Inspection, or that any of them were
disquaiified, be vafid as if every such person had beer duly appointed and gualified.

-1
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6.5 No Committee of Inspection

If at any time there are less than two members of the Committee of Inspection, the
requirernents for obtaining the consent, approval or agreement of and for consufting
with or notifying the Commitiee of Inspection comained in Clauses 1.1.1, 2.3.1, 3.1.2,
305, 5225, 5.2.5.5.3.7, 54, 63,4, 7.2.3(), 7.7.2, 7.8.7. 8.1. 1{a} and 8.1. (M
shail be suspended.

-33 .
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PART 7 - CLOSURE PROVISIONS

7.4 The Bar Date

i
7.1.2
1.3

With effect from the Effective Date and without prejudice o the following
provisions of this Part 7. no Scheme Creditor shall be emtitled o receive any
payments under the Scheme in respect of any Scheme Claim (but in al] other
respects any such Scheme Creditor shall be bound by the Scheme) unless,
before the Bar Daie, the Liquidators shall have received from or on hehalf of
such Scheme Creditor a Claun Form {or a Voting Form submitted pursuant to
Clause 7.5.9) and all Supporting Information in respect of such Scheme Claim
in accordance with Clause 7.8 For the avoidance of doubt. from the
Effective Date, the entitlement of Scheme Creditors o file proofs of debt in
the liguidation of the Company and (o receive dividends in accordance with
Applicabie insolvency Law shall be replaced by their emtitlement v lodge
¢laims and receive payments under this Scheme.

Without prejudice 1o the generaiity of Clause 7.1.1 and the following
provisions of this Part 7. Scheme Creditors shall not be entitied to receive any
payments under the Scheme in respect of any Agreed Liability (where the
reason for it being an Agreed Eiability is that the Liguidators do not have the
name and address of the relevant Scheme Creditor) unless and uniil the
L.iquidators have received nolification of the name and address of the Scheme
Credior concerned prior o the Final Substantive Closure Distribution Date.

No Scheme Creditor shail have any right afier the Bar Date 1o revise or
provide further Supporting Information in respect of any Scheme Claim
iincluding any amount of such liabilities) excepr in response © a specific
request for such further information by the Licuidators or a Scheme
Adjudicator under this Part 7. Accordingly. subject to such exceptions, for the
purposes of seeking. to agree or adjudicating a Notified Scheme Claim, neither
the Liquidatars nor a Scheme Adjudicator shall be obliged w0 take into account
any Supporting Information which has not been supplied © the Liguidators
before the Bar Date and, where appropriate. shall be entitled {0 treat such
Notified Seheme Claim i accordance with Clause 7.5.8. For the purposes of
seeking such agreement or adjudication, the Liguidators and a Scheme
Adjudicator may, at any time. take im0 account any marker information

and/or market deveiopment.

7.2 Appointment of a Scheme Adjudicator

720

In the even! that a dispute between the Company and a Scheme Creditor falls
tc be referred 1o g8 Scheme Adjudicator under Clause 7.5, the Scheme
Adjudicator shall be appointed according to the procedure described in that
Clauge. Such individuai(s) appointed to act as Scheme Adiudicator shall have
the powers, Tights, duties and fanciions conferred upon him by this Part.
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A Scheme Adjudicator shall be an individual who is qualified to discharge that
function and has consented in writing to act as Scheme Adjudicator.

A Scheme Adjudicator shall cease to hold that office upon the occurrence of
any of the following events:

tay if he dies or becomes bankrupt or mentally disordersd or becomes
disqualified by any professional body of which he is a member:

tb) if he resigns his appointment at any time by giving not less than 40
Business Days’ notice in writing (or less in the Ligquidators' discretion)
to the Liquidators and the Committee of Inspection:

vy i he is convicted of an indictable offence:

iy if he is.disquaiiﬁed from acting as a director of 2 company under the
Company Directars Disqualification Act 1986: or

fer  if he is removed for good cause by the Liguidators.

In the event that a Scheme Adjudicator shall become aware that he has a
conflict of interest in refation 0 a matter referred 1o him under this Part 7. he
shall inform the Liguidators and the Scheme Creditor concermed of such
conflict forthwith, in the event of such notification by a Scheme Adjudicasor
ar notification by the Scheme Creditor pursuant to Clause 7.6.2(e), or in the
event that the Liguidators in their reasonable opinion consider that a Scheme
Adjudicator would have such a confiict of imterest. the Liguidators shall, as
soon as is reasonably pracricable, request siat the President of the Law Society
nominate 2 replacemen! Scheme Adjudicator in relation to the relevam matier
and the Scheme Creditor concerned shall be notified of such request.

Without prejudice w the generality of Clause 7.6 and as more particularly
provided mn Clauses 7.544 and 7.6.3, a Scheme Adjudicator shall be
responsible for the adjudication of;

(a} any issues of fact or law directly or indirecty necessary io adjudicate on
any Disputed Matters {as defined in Clause 7.5.21y but, for the
avoidance of doubt. not (i) the principles. policies or assumptions
comprised within the Esimation Methodology: or (ii} the application of
the principles. policies or assumptions comprised within the Estimation
Methodology:

" (b) the amount of any Notified Scheme Clatm:

{t) whether a Notified Scheme Claim should have been designated as a
Suspended Scheme Lisbility by the Liguidators pursuamt o Clauses
7.5.39 and 7.5.43;
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id)  any disputes relating (o the catculation of the overall Established Scheme
Liability pursuant 1o Clause 7.5.53; and

any disputes relating to the provision of Supporting Information.

Subject to any directions which may be given by a Scheme Adjudicator in
accordance with Clauses 7.6.6 and 7.6.8. the Company shall pay such
reasonable remuneration o the Scheme Adjudicator for the exercise and
performance of his powers, duties and functions under the Scheme as may be
agreed between the Liguidators and Scheme Adjudicator and the Liguidarors
shall pay all such amounts in full out of the assets of the Company as
Liguidation Expenses. Subject to Clauses 7.6.6 and 7.6.8, the Company shall
pay all costs, charges and expenses reasonably incurred by the Scheme
Adjudicator inciuding, subject o the prior agreement of the Liguidators and
Clause 7.6.2{c), the cost of any retained legal advisers or experts in the course
of exercising and performing his powers, duties and functions under the

Scheme,

in carrying out his functions and exercising his powers under the Scheme, a
Scheme Adjudicator shali act bonz fide and with due care and diligence and
shall use his powers under the Scheme for the purpose of ensuring that the
Scheme is operated in accerdance with its terms.  The provisions of Clauses
6.3.1 10 6.3.4 (both inclusive), in particular the protections, indemnities and
provision for insurance referred to therein, shall apply with all necessary
chanpes to a Scheme Adjudicator,

7.3 Appointment of the Scheme Actuary

1301

13z

There shall be one Scheme Actuary appointed for the purposes of and having
the powers, rights, duties and functions conferred upon him by this Part. The
Scheme Actuary shall be an individual who is a member of an acarial body
affiliated 10 the International Actuarial Association and who has a suitable
number of years of continuous experience of relevant actuarial work. The
initial Scheme Actuary shall be Mr Simon H. Sheaf.

The Scheme Actuary shali cease to hold that office upon the occurrence of any
of the following events:

iz} 1f he dies or becomes bankrupt or mentally disordered or ceases 1o be a
member of an acruarial body which is affiliated to the international
Actuarizl Association:

by  if he resigns his appointment al any time by giving nol Jess than 40
Business Days’ notice in writing (ar less in the Ltquidators' discretion)
to the Liguidators and the Committee of Inspection;

(¢} if he is convicted of an indictable offence:
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7.33

714

wh i he s disqualified from acting as a director of g company under the
Company Directors Disqualification Act 1986: or

fey if he s removed for good cause by the Liquidators.

I the event that there is a vacancy in the office of the Scheme Actuary the
Liquidators may fill the vacancy by appointing another: person as Scheme
Actuary,

In the event thar the Scheme Actuary shall become awsre that he has a conflict
af interest in retation 1o any matters referred to him under this Part 7. he shall
inform the Liquidators of such conflict forthwith, and the Liguidators may, at
their discretion. appoint an alternate Scheme Actuary, for the purpose of
fulfiiling the relevant functions in refation to the relevant matter only. For the
avoidance of doubl,. the Scheme Actuary’s appomntiment shall, subject to
Clause 7.1.2, continue during the appointment of the alternate, and he shaf!
cortinue to fulfil the relevant functions in relation to all other matters referred
to him under this Part 7. unless a conflict shall arise in respect of any of these
matiers, in which case this Clause 7.3.4 shall appty.

The Scheme Actuary shall perform the funciions referred (o in tiis Part 7 for
which purposes the Liguidators shall provide the Scheme Actuary with access
to afl books and records and work product available o the Company and the
Liguidators. In particular,

(aj  the Scheme Actuary must, if so required by the Liguidators, assist the
Liquidators in considering amounts and information supplied to the
Liguidators on Claim Forms and/or Supperting [nformation relating 0
Notified Scheme  Claims  and Projected Clzims (bwt not Non
Ipsurance/Reinsurance Scheme Claims) supplied before the Bar dawe in
accordance with Clauses 7.5.7 and 7.5.20; and

{b)  1he Scheme Actuary shall assist a Scheme Adjudicator if the Scheme
Adjudicator thinks appropriate, in adjudicating Disputed Matters fexcept
in connection with Non Insurance/Reinsurance Sclheme Claims) and
disputes concerning the desipaation of Suspended Scheme Liabilities
under this Pan 7.

Subject w0 any directions which may be given by 2 Scheme Adjudicator in
accordance with Clauses 7.6.7 and 7.6.8. the Company shall pay such
reasonable remuneration to the Scheme Actuary for the exercise and
performance of his powers, duties and functions under the Scheme as may be
agreed between the Scheme Actuary and the Liguidalors and the Liguidators
shall pay all such amounts in full ow of the assets of the relevan Scheme
Company as Liguidation Expenses.

In carrying out his functions and exercising his powers under the Scheme in

relation o the Company, the Scheme Actuary shall act bona fide and with due
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care and diligence in the interests of the Company’s Scheme Creduors as a
whole and shall use his powers under the Scheme for the purpose of ensuring
that the Scheme is operated in accordance with its terms. The provisions of
Clauses 5.3.3 1o 5.3.7 (both exclusive), in panicular the protections,

“indemnities and provision for insurance referred 1o therein, shall apply with all

necessary changes in respect of any Scheme Actuary.

7.4 Appointment of the Actnarial Adjudicator

741

7.4.2

7.4.4

745

74.6

There shall be an Actuanal Adjudicator appointed for the purposes of and
having the powers, duties. functions and rights conferred upon him by this
Part. The Actuarial Adjudicator shall be an individual who is a member of an
actuarial body atfiliated to the International Actuarial Association and who has
a suitable number of years of continuous experience of relevan! actuarial
work. The witial Actuarial Adjudicator shall be Steve Mathews of EMB
Consultancy LLP,

The Actuarial Adjudicator shall be an individual gualified 1o act as the Scheme
Actuary, save that the same individual shall not hold both positions.

I the event that there is a vacancy in the office of the Actarial Adjudicator,
the Liquidators may fill the vacancy by appointing another person as Actuarial

Adjudicator.

The Actuarial Adjudicator shall cease to hold thal office upon the occurrence

of any of the following eveats:

ta) if he dies or becomes bankrupt or mentaliy disordered or ceases to be a
member of an actuarial body which is affiliated 1o the international

Actuarial Association;

(p) if he resigns his appointrment al any tme by giving not less than 40
Business [ays' notice in writing (or less in the Liquidators’ discretion)
10 the Liguidators and the Commiitee of Inspection;

¢y if he is convicted of an indictable offence:

() if he is disqualified from acting as a director of a company under the
Company Directors Disqualification Act 1986: or

ey  if he is removed for good cause by the Liguidators.

The Acwmarial Adjudicator shall be responsible for the adjudication of all
matiers submilted 10 him in accordance with the provisions of this Part 7.

Subject to any directions which may be given by a Scheme Adjudicator in
accordance with Clauses 7.6.6 and 7.6.8. the Company shall pay such
reasonable remuneration (¢ the Acwarial Adjudicator for the exercise and
performance of his powers, duties and functions under the Scheme as may be
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747

74.8

agreed between the. Liquidators and Actuarial Adjudicaror and the Liguidators
shall pay all such amounts in fuli out of the assets of the Company as
Liguidation Expenses. Subject to Clanses 7.6.6 and 7.6.8. the Company shall
pay afl costs. charges and expenses reasonably incurred by the Actuaria)
Adjudicator mciuding, subject to the prior agreement of the Ligquidators and
Clause 7.6.2(c}. the cost of any retaired legal advisers or experts in the course
of exercising and performing his powers, duties and functions under the

Scheme.,

In the event that the Actuarial Adjudicator shall become aware that he has z
contlict of interest in retation o any mater referred to him under this Pari 7,
he shall inform the Liguidators of such conflict forthwith, and the Liquidators
may, al their discretion, appoint an alternate Actuarial Adjudicaior, for the
purpose of fulfilling the relevant functions in relation to the relevant matler
only. For the avoidance of doubt. the Acuwarial Adjudicator's appointment
shall, subject to Clause 7.4.4, continue during the appointment of the
alternate, and he shall continue 1o fulfil the refevant functions in relation to all
vther matiers referred o him under this Part 7, uniess a conflict shall arise in
respect of any of those matters, in which case this Clause 7.4.7 shall apply.

tn carrying out his functions and exercising bis powers under the Scheme, the
Actuarial Adjudicator shali act bona fide and with due care and diligence and
shail use his powers under the Scheme for the purpose of ensuring that the
Scherse is operated in accordance with its terms. The provisions of Clauses
6.3.1 to 6.3.4 (both inclusive), in particular the protectivns, indemnities and
provision for insurance referred to therein, shall apply with all necessary
vhanges fo the Actuarial Adjudicalor.

7.5 Determination of Notified Scheme Claims by the Ligquidators

Accessing Claim Forms and Reiease Agreement by Scheme Creditors

7.5.1

1.5.2

The Liquidaiors shall, by the Effective Date;

taj  make avaitable on the Website the full 1ext of the Explanatory Statement,
the Scheme, the Claim Form, the Claim Form Guidance Notes and all
other documents referred to in the Explanatory Stztement and the

Scheme: and

ib)  send to any such Scheme Creditor or person as is referred 10 in Clauses
7.5.2(a)(i) and 7.3.2(a)(ii) below for whom, at the date of sending, the
Liquidators possess verified contact delails, a CD comiaining 2 Voting
Form, a Claim Form, the Claim Form Guidance Notes. the full texr of
the Explanatory Siatement, the Scheme, and ail other dacuments referred
to in the Explanatory Statement and the Scheme.

As 5000 as is reasonably practical after the Effective Date, the Liguidators
shall by post in accordance with Clause 7.8;
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fw) glve notice w:

(i every Scheme Creditor 10 whom written notice was given of the
meeting of Scheme Creditors convensd by the Coun for the
purpose of considering the Scheme under Section 425 of the
Companies Act ("Scheme Meeting”): and

i) any other person whom the Liguidators helieve 10 be a Scheme

Creditor:

stating.ihiat the Scheme has become effective, the Effective Date and the Bar
Date and calling for Scheme Creditors (¢ compiele and retum their Claim

Forms: and

h)  send ie any broker or other person known by the Liguidators to be duly
authorised to accep! service on behalf of such a Scheme Creditor as is
referred to in Clause 7.5, 2{a){i) and in respect of which the Liquidaiors
have verified contact details, a copy of the notice referred to in Clause
7.5.a)i) wgether with a request that such broker or other person pass
the: same onio the Scheme Creditor.

As soon as I reasonably practical afier the Effective Date, the Liguidators
shall also cause 10 be published once in each of the same newspapers and
publications in which the Scheme Meeting was advertised, an advertisernent
stating those matiers in Ciause 7.5.2(a) and cailing for:

{(a) any person beiieving himself 1o be a Scheme Creditor and who has not
received any of the notices or detadls referred 10 in Clause 7.5.2 w0
request a CD or paper copies; and

by Scheme Creditors w complete and return their Clam Form and
Supporting Information (o the Liquidators before the Bar Date in
accordance with Clause 7.8,

The Liguidators shall send a CD or z paper copy of the Claim Form and the
Claim Form Guidance Notes by post to any Scheme Creditor who requests the
same (provided they give full reasons for doing so) as soon as reasonably
practicable afier receipt of such reguest.

The Claim Forms and Claim Form Guidance Noles made available to Scheme
Creditors under Clause 7.5.2 shall be in substamially the form set out at
Appendix E.  Any Claim Form so made available or sent ouf 1o Scheme
Creditors shall contain such staterments as 10 quantum as are known by the
Liguidators, based on the information in the Company"s boecks and records, at
the Effective Date in respect of any:

(a)  Agreed Lizbilities;

) Outwards Unpaid Losses;
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¢y Ourwargds Quistanding Losses: and

(dy  any security, letters of oredit, trust, set-off or cross claims under Clauses
2.6.1{a). 2.6.1( and 2.6.1(c) in respect of the relevant Scheme

Creditor.

1.5.6 Notwithstanding anything in this Clause 7.5, where a Scheme Creditor does
not. to the knowledge of the Liguidators, bave any Agreed Liabilities. the
Claim Form made available to such Scheme Creditor under Clause 7.5.2 shall
not contain any statements as lo quantum of Agreed Lizbilities.

The Requirement to Submit Claim Forms Before the Bar Date

7.57 Al any time before (but not after) the Bar Date, a Scheme Creditor may
compiete, amend, and return the Claim Form made available or sent o them
under Clause 7.5.2 in accordance with the Claim Form Guidance Notes,
provided that they shall Submit the Claim Form together with all Supporting
Information to the Liguidators in accordance with Clause 7.8 50 as to be
received by them before the Bar Date, Any such amendment, addition or
ateration to the Claim Form may relate to:

iy any dispute as 1o the accuracy or compieteness of the Liguidators’
statement as lo quantum of the Agreed Liability element of a
Scheme Claim shown on such Claim Form;

(i) any dispute as to the accuracy or completeness of the Liguidators’
statement 2s o quantum of that Scheme Creditor's Outwards
Unpaid Losses and Outwards Owutstanding Losses shown on such

Claim Form.

fify  any dispute as o the accuracy or completeness of the Liguidators’
staternent as 1o quantum of any securily. letters of credit, wrust, set-
off or cross claim under Clause 2.6.1(a), 2.6. kb and 2.6.Hc)
shown on such Claim Form:

fivi  any Outstanding Losses claimed by the Scheme Creditor, vaiued as

at the Valuation Date: and/or

(v any Projected Claim claimed by the Scheme Creditor. A Scheme
Creditor wishing to assert that it has a Projected Claim shall
indicate in the relevant section of its Claim Form that it wishes the
Scheme Actuary to vaiue its Projected Claims in accordance with
the Estimation Methodology.

Any claim contained on a Claim Form duly Submited in accordance
with this clause or, a Voting Form submitted pursuant to Clause 7.5.9,
with the exception of Projected Claims, shall be referred 1o in this Pany 7
as the Scheme Creditor's "Notified Scheme Claim”.

- 41 -

A glossary is avgilable ar the Back of s documert

58



7.5.8

1.59

For the avoidance of -deubt, amy such Claim Form Submitted o the
Liquidators under Clause 7.5.7 must be accompanied by the Supporting
Information by reference 10 which the claim can be substantiated mciuding the
specific amounts that the Scherne Creditor secks to claim for in respect of any
Notified Scheme Claim amd/or, if applicable. Supporting Information for the
purpose of valuing its Projected Clazim. To the extent that the Liguidators
reasonably dewermine that a Scheme Creditor has not so inciuded such
Supporting Information, the Liquidators shall. in accordance with Clause 7.8,
request that the Scheme Creditor concerned provide such Supporting
Information. If the Scheme Creditor concerned does not provide such
Supparting Documentation o the Liquidators' within 20 Business Days of
deemed receipt of the Liguidators’ request. such Scheme Creditor shall pe
deemed {in the case where the Supporting Information which the Liquidators
have requesied relates to a Notified Scheme Claim) not 1o have notified any
such Notified Scheme Claim and/or, if applicable, {in the case where the
Supporting Information which the Liguidators have requested relates to a
Projected Claim) not to have provided Supporting Information for the purpose
of valuing its Projected Ciaims before the Bar Date,

A Scheme Creditor may, by placing a tick in the relevant box on its Votiag
Form and then submiiting that Voting Form, elect to treal the Voting Form as
its Claim Form for the purposes of the Scheme, For the avoidance of doubt:

tay  a Scheme Creditor whe makes such election as provided for in this
Clause will not be reguired to submit & Claim Form in respect of any
such claims and any such Voting Form shall be deemed to be a Claim
Form which has been submitted in accordance with Clause 7.5.7 above;

b} a Scheme Creditor may not, in any evenl, by making such election as
provided for in this Clause, incorporate inte its Claim. Form any
estimates of its Projected Claim which it may have provided in its
Voting Form;

¢) if a Scheme Creditor wishes to assert 2 Projected Claim it must submit a
Claim Form and Supposting Information for the purpose of valuing its
Projecied Claim in accordance with Clauses 7.5.7 and 7.5.8 above: and

{dy the provisions of this Clause 7.5.9 are withoul prejudice 1o the Bcheme
Creditor’s rights under Clause 7.5.7. However, o the extent a Scheme
Creditor who has elecled as provided in this Clause 7.5.9 subsequently
Submils a further Claim Form under the Scheme which is inconsisten
with the information provided by the Scheme Creditor {in so far as such
information relaied 1o the Scheme Creditor's Natified Scheme Claim),
the Liguidators shall weat’ such Claim Form as having superseded and
replaced the Voting Form for the purposes of this Part 7.
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7.5.1

Each Scheme Creditor shall be deemed 10 have warranted to the Company and
the Liquidators that the information contained in any Claim Form and
Supporting Information sent by it or on its hehalf o the Ligquidators, or, as the
case may be. a Scheme Adjudicator or Scheme Actuary, is. o the best of its
knowtedge and belief, fair and correct.

If the Liquidators have not received a compieted Claim Form from a Scheme
Creditor before the Bar Date, they may. in their absolute discretion. treat. the
information (except in relation o the Scheme Creditor's estimate of its
Projected Ciaim) provided by the Scheme Creditor in the Voling Form which
he submitted for the purpose of voting at the Scheme Meeting as having been
a Submitted Claim Form.

Agreeing Claim Forms Muade Available by the Liguidators

-

7.5

1.5.41

1.5.14

A Scheme Creditor shall be ceemed to have agreed as zccurate and complete
such amounts or information as appears on any Claim Form sent or made
available to them under Clause 7.5.2 and Submited by the Scheme Creditor
unless that Scheme Creditor amends, alters and/er adds 1o the relevant Claim
Form and provides Supporing Information to the Liquidators in accordance
with Clauses 7.5.7 and 7.5.8. Such amounts and informalion contained in the
Claim Form shall thereafier be binding on the Scheme Creditor for the
purposes of the following provisions of this Part 7,

For the avoidance of doubt and without prejudice 1o the other provisions of
this Part 7, the Claim Form shall not be deemed (o have been Submitted (o the
Liguidators in accordance with Clauses 7.5.7 and 7.5.8 before the Bar Dae
uniess the Claim Form includes the relevant details of the identity and contact
dezaits for the Scheme Creditor concerned o the reasonable satisfaction of the
Liquidators or uniess the Liquidators shali otherwise be in possession of such

mformation.
If any Scheme Creditor:

) wishes to agree the information and amounts in respect of Agreed
Liabilities, Outwards Unpaid Losses and Outwards Ouistanding Losses
contained on the Claim Form made available or sent by the Liguidatars
under Clause 7.5.2, and

by etther (i} does not have or (ii) does not wish 10 make any amendment,
alierations or additions to the Claim Form whether in respect of
Outstapding Losses, Projected Claims or otherwise,

such Scheme Creditor shall notify the Liquidators before the Bar Date of this
fact in accordance with Clause 7.8 without making any amendment 1o it;
whereupon such information and amounts contained in the Claim Form shall
thereatier e binding on the Scherne Creditor for the purposes of the following
provisions of this Pan 7.
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7.5.15

Norwithstanding Clause 7.1.1, where the Agreed Liabiity clement of a

‘Scheme Claim has been included on a Claim Form prepared by the

Liquidators. but not Submitted by the Scheme Creditor to the Liguidators by
the Bar Date, it shall be deemed 16 be on a Claim Form Submitted before the
Bar Date 1o which Clause 7.5. 14 applies.

Agreeing Notified Scheme Claims and Projected Claims with Scheme Creditors

7.5.16

7.5.17

7.5.18

1.5.1%

The Liguidators will cossider the information concerning each Scheme
Creditor's claims contained in the Claim Form and Supporting Information,
including, but nol limited to, consideration of whether any submissions are
accurate or adequately supported with relevant documentation, and whether
any estimates in respect of Notified Scheme Claims are reasonable, und
whether there is any applicable sct-off.

Subject to Clauses 7.5.11, 7.5.14, 7.5.16, and 7.548 10 7.5.55. the
Liguidators shall as soon as reasonably possible after the receipt by thern of a
Ciaim Form and Supporting Information, use their reasonable endeavours to
reach agreememnt with the Scheme Creditor concerned with regard 1o the
information and amoums contained in such Cimm Forms and Supperting
Information in relation 1o each Notified Scheme Claim and Projected Claim of
a Scheme Creditor {which agreement in the case of any Outstanding Losses
angd Projected Claims will be as to both undiscounted amounts and such
amounts discounied to net present value as referred o in the Estimalion
Methodology}.

Whether before or after the Bar Date, the Liguidators shall be entitded. upon
request made in accordance with Clause 7.8, to seek from the Scheme
Creditor concerned {(and the Scheme Creditor shall be obliged to provide in
the same manner within a reasonable period) such further information or
require the production to them of such documentary or other evidence relating
o any such Notified Scheme Claim and Projected Claim as they consider
necessary for the purpose of reaching such agreement as is referred 1o in
Clause 7.5.17. in default of such Scheme Creditor providing such
information and/or documentary or other evidence so requested within z
reasonabie period (which, subject to Clause 7.8.8(a}, shall in nc case be later
than 40 Business Days afler such reguest) the Liguidators shall be entitled w
seek agreement in accordance with Clause 7.5.17. In the absence of
agreement the Liguidators shall be entitied w refer for adjudication, in
accordance with Clauses 7.5.21 to 7.5.26, such Notified Scheme Claim in
respect of which the information and/or documentary or other evidence was so
requesied, without taking ino account such information.

In considering the information concerning each Scheme Creditor's Notified
Scheme Claims and, if applicable, Projected Claim contined in the Claim
Form and Supporting [nformation, the Liquidators shall have regard to the
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7.5.20

following, where applicable, and any other factors which they consider

matertal:
) any relevant information contained in the Company’s records:

(6) the current and anticipated irends in loss settiement values and tegal
arguments in respect of similar claims; and

() current agreements and practices in the London insurance and

reinsurance markess.

In the event that (as anticipated in Clause 7.5.17) the Liquidators, having
where they comsider it appropriale to do so. consuhed with the Scheme
Actuary, agree with the amounts and/or information contained in a Claim
Form and/or Supporting Information returned by the Scheme Creditar, in
accordance with Clause 7.5.7 (and Clause 7.5.18, if appropriate}. in respect
of the whole or part of any Scheme Claim, they shall, as soon as reasonably
practicable, notify the relevant Scheme Creditor, in accordance with Clause
7.8, of such agreement. For the avoidance of doubt, such agrecment shall in
the case of any Ouestanding Losses and Projecied Claims include both
undiscounied and discounted net present value amounts. The Company, the
Liguidators and the Scheme Creditor will thereafier treat such amounts and/or
information as valid and binding as 10 such marters and/or amounts,

Disputed Netified Scheme Claims

1.5

1.5.22

In the event thal the Liquidators, having, where considered appropriate.,
consuited with the Schemme Actuary, have been unzble to reach agreement with
& particular Scheme Creditor pursuant o Clause 7.5.17 in respect of the whole
or part of the amounts and/or information contained in a Claim Form and/or
Supporting Information retwrned by a Scheme Creditor in accordance with
Clause 7.5.7 fexcept in relation to Projected Claims) the Liquidators shall in
accordance with Clause 7.8 notify the retevant Scheme Creditor of the matters
which are not agreed and the reasons for the failure 10 apree, within
40 Business Days of the Bar Date. The Liguidators and the relevant Seheme
Creditor shall thereupon endeavour 10 resolve and apree on the disputed
malters {the matters and/or amounts in dispute under this Clause 7.5.21 being
referred to as that Scheme Creditor's "Disputed Matters®), in.any event no
later than 260 Business Days after the Bar Date. In the event thar the
Disputed Matters are reselved and agreed, the Claim Form so agreed shall,
except in relation 10 a Projected Claim, be binding on the Company and the
relevant Scheme Creditor for the purposes of the Scheme.

In the event that such resolution or agreement on the Disputed Matters shali
not have been reached within 40 Business Days of deemed receipt of such
notice as is referred (o in Clause 7.5.21. the Liguidators shall be emitled 1o
send a notice in accordance with Clause 7.8 1o the relevant Scheme Credilor 1o
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7.5.23

7.5.24

7.5.25

1.5.26

the effect that the Disputed Mauers shall be referred 10 a Scheme Adiudicator
for adjudication, and the nature of the Disputed Matters, Such notice will
imchude the details of the Liquidators' proposed choice of Scheme Adjudicator.
If the Scheme Creditor concerned does not give a notice of objection in
accordance with Clause 7.8 within 20 Business Days of deemed receipt of the
Liquidator's notice referred to in this Clause 7.5.22, the Liquidators’ proposed
choice of Scheme Adjudicator shail be binding on the relevant Scheme

Credisar.

The relevant Scheme Creditor may within 20 Business Days of deemed receipt
of the notice referred o in Clause 7.5.22 object to the Liquidators' proposed
choice of Scheme Adjudicator by delivering a notice of objection pursuant
Clause 7.8 conmtaining full reasons for their objection and ideatifving their
preferred choice of Scheme Adjudicator. If an agreement as to the identity of a
Scheme Adjudicator cannot be reached between the Scheme Creditor and the
Liguidators within 20 Business Days of receipt of such notice of objection by
the Liguidators, the Liguidators shall request that the President of the Law
Seciety from time (o lime appoint a Scheme Adjudicator.

In the event that a Scheme Creditor's Disputed Matters shall not have been
agreed or resolved within 260 Business Days of the Bar Date, the Liquidators
shall, save to the extent that an agreement to the contrary has been reached
between the Liquidator and Scheme Creditor concerned, refer the Disputed
Matters o a Scheme Adjudicator appointed in accordance with the procedure
described in Clauses 7.5.22 and 7.5.23. No Scheme Creditor may submit a
Claim Form directly 10 & Scheme Adiudicator for adjudication of the Disputed
Matters.

In no circumstances shall any amounts comprised in the Disputed Matters
referred to a Scheme Adjudicator in accordance with Clauses 7.5.22 10 7.5.23
exceed, in respect of any Notified Scheme Claim. the relevamt amounts
notified by the Scheme Creditor in 2 Claim Form under Clause 7.5.7 and
7.5.18.

The fact that there are, in respect of a Claim Form and/or Supporting
Information, Disputed Matlers which have bees submitied to a Scheme
Adjudicator  under Clauvses 7.5.22 to 7523 (and Clause 7.5.24 if
appropriate}, shall not prevent other information and/or amounts in the Claim
Form and/or Supponting Information which have been agreed or deemed (0
have been agreed between the Liguidators and the Scheme Creditor under
Clause 7.5.17 from being binding on the Scheme Creditor and the Company
as to such amounis znd/or information. The value of a Scheme Creditor's
overall Established Scheme Liability shall not be cafculated under Clause
7.5.4% unul af} Disputed Matters and/or Actuarial Disputes in respect of that
Scheme Creditor have been adjudicated upon in accordance with Clause 7.6.4
and/or, as the case may be, Clause 7.5.35 and Suspended Scheme Liabilities
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with that Scheme Creditor have heen agreed or, it necessary, adjudicated upon
in accordance with that Clause 7.6.4.

Estimation Methodology

T.5.27

7.5.28

7.5.29

7.5.30

1.5.31

7.5.32

All Scheme Creditors shall be bound by the principles, policies and
assumptions comprised within the Estimation Methodology for the purposes of
caiculating Projected Claims. For the avoidance of doubt, the Estimation
Methodology shall have no relevance 1o the valuation of asy Non
insurance/Reinsurance Scheme Claim.

Where a Scheme Creditor has indicated pursuant to Clause 7.5.7(v) that U
wishes the Scheme Actuary (o value its Projected Claim or where an
amendment 1o information originatly set out pursuant to Clause 7.5.7(ii} is not
agreed to by the Liquidators pursuant to Clause 7.5.20. the Liquidators shall
request the Sciieme Actuary to value that Scheme Creditor’s Projected Chaim
and, if applicable, that Scheme Creditor's Outwards Projected Claim,
Outwards Unpaid Losses and Ouiwards Ouistanding Losses in accordance
with the Estimarion Methodology.

Foilowing such a request and once the other information on & Claim Form has
become binding for the purposes of the Scheme pursuant o Clause 7.5.20 or
Clause 7.5.24, the Scheme Actuary shail apply the Esttmation Methodology to
that information where relevant and fo any refevant Supporting information
provided hy the Scheme Creditor and the informaticn in the Company's

records.

The Scheme Acmuary shall be entitled 10 request further information and
documenmtion from a Scheme Creditor, in which event the provisions of
Clause 7.5.18 shali apply as if the reques: hiad been made by the Liguidators,
provided that any further information or documentaiion received pursuant o
this Clause shall mot result in the amendment of any amount determined
pursuant to Clause 7.5.20 or Clause 7.5.21.

Following the valuation of all Scheme (laims conmined in a Claim Form
Submined by a Scheme Creditor under Clause 7.5.7, the Scheme Acwary
shall as soon as reasonably practicable apply the principles, policies and
assumptions comprised within the Estimation Methodology to the information
on the Claim Forms and any Supporing Information supplied by the Scheme
Creditor 1o the Liquidators under Clause 7.5.7.

As soon as reasonzbly practicable afier completing the appiication of the
principles, pelicies and assumptions comprised within Lhe  Estimation
Methodology the Scheme Actuary shall send 1o the Scheme Creditor a
staterrient serting out the values resulting from his application-of the Estimation
Methodology.

-47 -

A glossary is available ar the back of s documen

oA



7.5.34

1.5.35

1.5.36

If the Scheme Creditor objects 0 any aspect of the statement referred 0 in
Clause 7.5.32 (such disputes under this Clause 7.5.33 being referred 1o as that
Scheme Creditor's "Actuarial Dispute™), it shall potify the Scheme Actuary
within 20 Business Days of the date of deemed receipt of such statement
setting out the reasons for i objection. The Scheme Actuary and the Scheme
Creditor concerned shall thereupon endeavour o resolve and agree, as seon as
is reasonably practical but in any event within 40 Business Days. in the event
that the Actuarial Dispute is resolved and agreed between the Scheme Acwary
and the Scheme Creditor concerned, the agreed valuation shall be binding
upon the company and the relevant Scheme Creditor. 1f the Acwarial Dispute
is not resolved and agreed within 40 Business Days, the Liquidators shall refer
the Acwarial Dispute to the Actuarial Adjudicator.

Subject to Clause 7.8.8(c). the Actarial Adjudicator shali, before the
expiration of 40 Business Days from the date on which such Actuarial Dispute
was referred o him pursuamt to Clause 7.5.33, certify in writing o the
Liguidators, the Scheme Actary and t¢ the Scheme Creditor concerned
pursuant to Ciause 7.8 his determination in respect of the Actarial Dispute,
The Actuarial Adjudicator shall only determine whether the Estimation
Methodology was correctly applied in accordance with its terms in relation o
the Actuarial Pispute and, if he determines it has not been, he shall determine
the value which would have resulted from a correct application of the
Estumation Methodology.

In determining Actuarial Disputes an Actuarial Adjudicator shall act as expert
and not as arbirralor. A certificate piven by an Actuaridl Adjudicator in
relation t© an Acwarial Dispwe shall be final and binding on the Company,
the Liguidators, the Scheme Actuary. the relevant Scheme Creditor and all
Scheme Crediors in so far as the law allows. Except as required by law or in
the case of any mathematical or other manifest error, no Scheme Crediior, the
Scheme Actuary, nor the Liguidators shali have any right w appeal there from
or any claim against the Acmarial Adjudicator in respect thereof. Once such
certificate has been given the provisions of Clauses 7.5.48 10 7.5.50 shall then
apply. The value of a Scheme Creditor's overall Established Scheme Liability
shall not be calcufated under Clauses 7.5.48 w0 7.5.50 until all Actuarial
Disputes in respect of that Scheme Creditor have been adjudicated upon by the
Actuarial Adjudicator.

At the time of the piving of any such cenificate as is referred to in Clause
7.5.34 above in relation to an Actuarial Dispute, an Actuarial Adjudicator may
make such directions in respect of his reasonable remuneration and In respect
of the costs, charges and expenses reasonably incurred by him, by the
Liguidators, the Scheme Acwmary, or by the Scheme Crediior or Scheme
Creditors concerned. as he shall think just.
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7.5.37

7.5.38

If an Acwarial Adjudicator shall direct that any such reasonable remuneration,
costs, charges and expenses be paid by the Liguidators the same shall
forthwith be paid in full by the Liguidators out of the assets of the Company
as Liquidation Expenses.

If an Acmarial Adjudicator shall direct that any such reasonable remuneration,
costs, charges and expenses be payabie by a Scheme Creditor and the Scheme
Creditor does not pay the same in full within 20 Busiress Days afier such
directions the Company shali pay any unpaid batance thereof in fid] out of its
assets.  In any such case, for the purposes of determining whether such
Scheme Creditor is entitied to receive any payments pursuant to Clause 3.1 of
the Scheme from the Company, they shall be treated as having received on
account of all Established Scheme Liabilities in respect of which they are s0
entitled an amount egual to the unpaid balance so paid by the Company and
the extent, if any, to which they are entitled to any payment pursuant Lo
Clause 3.1 of the Scheme shall be reduced accordingly. Where the Scheme
Creditor is not entitled to receive a payment pursuant 1o the Scheme or the
amount of such remuneration, costs and expenses exceeds their entitlement
a payment under the Scheme. such amount or such excess shall be treated as a
debt owed by the Scheme Creditor or Offset Scheme Creditors (as the case
may be) to the Company.

Suspended Scheme Liabilities

7.5.39

7,541

Where it appesrs to the Liguidators, in their discretion, that the amount of a
Notified Scheme Claim may be materially affected by any Proceedings, they
may suspend ke operation of the process of determining the amount due in
accordance with Clauses 7.5.11 w0 7.5,20 above in refation to that Natified
Scheme Claim for such period as the Liquidators, in their discretion,
reasonably deem appropriate, Such Netified Scheme Claim shall, thereupon,
become a Suspended Scheme Liability.

In the event that the Liguidators destgnate a Notified Scheme Claim as a
Suspended Scheme Liability, the Liguidators shall. as soon as reasonably
practicable afier such designation, send to the relevant Scheme Creditor a
notice i the manner provided for in Clause 7.8, That notice shall siate that
the relevant Notified Scheme Claim has become a Suspended Scheme Liability
and the reasons for such designation.

The relevant Scheme Creditor may within 20 Business Days of receiving the
notice referred to in Clause 7.5.40 object 1o the Liguidators’ designation by
delivering a notice of objection pursuant te Clause 7.8 containing full reasons
for their objection. If within a further reasonabte period (1o be determined by
the Liguidators in their discretion) from receipt of such notice of objection by
the Liquidators, the Scheme Creditor and the Liguidators have not reached
agreement as to the treatment of the Suspended Scheme Liability, the matter
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7.5.42

1.5.43

1.5.44

7.5.45

7.5.46

shafl be referred to a Scheme Adjudicator and the Liguidators shall notify the
Scheme Creditor of their proposed choice of Scheme Adjudicator,

The retevant Scheme Credilor may within 20 Business Days of deemed receipt
of the notice referred to in Clause 7.5.41 object to the Liguidators’ proposed
choice of Scheme Adjudicator by delivering a nouce of objection pursuant o
Clause 7.8 conwuining full reasons for their objection and identifying their
preferred choice of Scheme Adjudicator. If an agreement as to the identity of a
Scheme Adjudicator cannot be reached berween the Scheme Creditor and the
Liguiditors within 20 Business Days of receipt of such notice of objection by
the Liguidators, the Liquidators shall request that the Presidemi of the Law
Society from time o time appoint a Scheme Adjudicator. For the aveidance of
doubt, if the Scheme Creditor concerned does aot give a notice of objection
within 20 Business Days of deemed receipt of the notice from the Liquidaiors
under Clause 7.5.41, the Liguidators’ proposed choice of Scheme Adjudicasor
snall be binding on the relevant Scheme Creditor,

The Liguidatars will provide the individual appointed as Scheme Adjudicator
with a copy of the notices of designation and objection referred 10 in Clauses
7.540 and 7.5.41 and. o the extent the Liguidators deem relevant, the
relevant Claim Forms and Supporting Information and a copy of any other
potice. stalement and cortespondence relating o the Suspended Scheme

Liability.

In adjudicating whether the Suspended Scheme Liabiiity should continue 1o be
trealed as such by the Liguidators. the provisions of Ciause 7.6 shail apply
with ail necessary changes save that:

(2) a Scheme Adjudicator shali only be concerned with the issue of whether
the Liguidators properly designated the Scheme Creditor's Notified
Scheme Claim as 2 Suspended Scheme Liabitity; and

th) a Scheme Adjudicator shall make-his determination within 40 Business
Days of the matter being referred to frim,

If & Scheme Adjudicator determines Lhat the Liquidators were justified in
making such designation, the Suspended Scheme Liability shall continue 1o be
goverped by Clause 7.5.39.

If a Scieme Adjudicator determines that the Liguidators were not justified in
making such designation or, if at any time. the Liquidaiors determine that ¥ is
appropriate to revoke such designation the Liquidators will seek to agree or, if
necessary, refer for adiudication such Suspended Scheme Liabilities in the
same way as Notified Scheme Ciaims in accordance with Ciauses 7.4 and 7.6.
In such case any refevant time periods after the Bar Date shall commence from
the date of such determination.
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1.5.47

Al the request of the relevanm Scheme Creditor. and in addiion w the
provision at Clause 7.5.41. the Liguidators will review the designation. or re-
designation under this Clause, of a Notified Scheme Ciaim as a Suspended
Scheme Liability. Such a request for review cannot be made earlier than 130
Bustness Days afier the claim was last designated by the Liquidators or, if
tater, last determined by a Scheme Adjudicaior to be so designated. The
Liguidators shall thereafter notify the Scheme Creditor of the resulr of their
review whereupon the provisions of Clauses 7.5.39 to 7.5.46 (inclusive) shall
apply with all necessary changes.

Set off and calculation of overall Established Scheme Liabilities

7.5.48

1.5.49

The Liquidators shall, as soon. as practicable following the determination,
whether by agreement or adjudicztion of the amounts (discounted, where
appropriate) of all Scheme Claims due o any particular Scheme Creditor in
accordance with this Part 7, calculate that Scheme Crediter's overzll
Established Scheme Liabitity, (which for the avoidance of doubt may be nil as
a result of the calculation carried out under this Clause). and shali notify such
Seheme Creditor in writing of the result of heir calculation.

The valug of a Scheme Creditor's overall Established Scheme Liability shall
be caleulated with regard to:

{ay Agreed Liabilities, at the value agreed or adjudicated upon under Part 7,

{5 Ouistanding Losses, at the value agreed or adjudicated upon under Part
7.

i) - Projected Claims, at the value agreed or adjudicated under Part 7

(@} Ouiwards Projected Clatms, Outwards Unpaid Losses and Outwards
Oustanding Losses, at the value agreed or adjudicated upon Part 7 and
the amouni of any other set-off or cross ciaim which may be (aken into
account from time o time in accordance with Clause 2.5:

(the ctaims under {a), (b}, {c) and (d} being. where relevant, discounted
10 net present value by the Scheme Acmuary in accordance with the
Estimation Methodology):

(¢y  Amount of any security which bhas been or may be deducted from the
sum due from the Company 1o the Scheme Creditor and/or the effect of
any of the other matters referred to in Clause 2.4, in each case as agreed
or adjudicated upon under Part 7; and

{fy  the amount, if any. resulting from the subtraction of the (otal of {d) and
{e) from the total of {a), (b) and (c} in respect of such Scheme Creditor,
provided that if such subtraction gives rise oz negative amount. the
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7.5.50

7.5.51

1.5.52

3.5.53

figure shalf be treated as nil for the nurpose of calculating the averall
Estabiished Schieme Liability under Part 7.

The amount that the Liguidators so catculate as being due by the Company 10
the Scheme Creditor concerned in accordance with this Clause 7.5.4% {and for
the avoidance of doubt after effecring set off under Clause 2.5 and subject to
Chauses 7.5.50 1o 7.5.55) shall be the Scheme Creditor's overall Established
Scheme Liability (if any). Subject to Clauses 7.5.50 to 7.5.55, & Scheme
Creditor shall become an Offset Scheme Creditor if the Liquidators determine
that no overall Established Scheme Liability i1s due to such person by the
Company under this Clause 7.5.48 or. if refevant, the Scheme Adjudicator
makes a determination o that effect under Clause 7.5.53.

For the avoidance of doubl. in calculating a Scheme Creditor's overall
Established Scheme Liatdlity in accordance with Clause 7.5.48, the
Liquidators shall be entitled to ake into account, for the purpose of effecting
the set off referred o in thay Clause. any reinsurance claims which the
Company may have against a Scheme Creditor in respect of the Agreed
[iabilities (if appropriate}y, Ourstanding Losses and Projected Claims i the
amounts calculated under this Part 7 {including, in particuiar, by the
application of the principles. policies and assumptions comprised within the
Estimation Methodology}.

Each Scheme Creditor may, by notice in writing under Clause 7.8 10 be
received by the Liquidators within 20 Business Days after deemed receipt by
the Scheme Crediter of the writlen notice sent to them. object © the amount

‘calculated in accordance with Clause 7.5.48, In so far as the law aliows, such

objecrion may oniy (save in the case of the purpomed offset by (he
Liguidators, pursuant 1o Clause 7.5.50. of an alleged reinsurance claim by the
Company as described in that Clause) be on the grounds of mathematical or
other manifest error.  The Scheme Creditor shall give full reasons for such
objection. Such Scheme Creditor shail not object to the principles, policies or
assumptions comprised within the Estimation Methodology or 13 application
1w its Scheme Claim. If no objection hias been received by the Liguidators
from the relevant Scheme Creditor within the above 40 Business Day period,
the amouxnt notified 10 such Scheme Creditar in accordance with Clause 7.5 48
shall be fixed as the Scheme Creditor’s overali Established Scheme Liability.

in the event that the Liguidators agree with the objections of a Scheme
Creditor received within the period referred to in Clause 7.5.5]. the
Liguidators shall provide the relevant Scheme Creditor with  writen
confirmation of the agreed valuation of his overall Eswblished Scheme
Liability and such valuation shail constizute the Scheme Creditor's Established
Scheme Liability for the purposes of the Scheme.

In the event that the Liguidawors do not agree with the objections of the

Scheme Creditor received within the period allowed by Clause 7.5.5], and
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7.6

7.5.54

7.5.5

7.5.56

agreement cannot be reached between the Liguidators and the Scheme
Credior within 40 Business Days of the receipt of the objection under Clause
7.5.51, the dispuied matter ¢which shall be Jimited 0 a dispute on the grounds
of arithmetical or other manifes: error) and all relevant information and
documents shali be referred to a Scheme Adjudicator © be adjudicated upon.in
accordance with Clause 7.6 and 1the Liquidators shall notify the Scheme
Creditor of their proposed choice of Scheme Adjudicaor.

The relevant Scheme Creditor may within 20 Business Days of deemed receipt
of the notice referred to in Clause 7.3.52 object to the Liquidators’ proposed
choice of Scheme Adjudicator by delivering a notice of objection pursuant to
Ciause 7.8 containing full reasons for their objection and identifying their
preferred choice of Scheme Adjudicator. If an agreement as (o the identity of a
Scheme Adjudicator cannot be reached between the Scheme Creditor and the
Liguidators within 20 Business Days of receipt of such notice of objection by
the Liquidators, the Liguidators shall request that the President of the Law
Society from time to time appoint a Scheme Adjudicator. For the avoidance of
doubt, if the Scheme Creditor concerned does not give 2 notice of objection
within 20 Business Days of deemed receipt of the notice from the Liguidators
under Clause 7.5.52, the Liquidators’ proposed choice of Scheme Adjudicator
shall be binding on the relevani Scheme Creditor.

The amount determined by the adjudication of the Scheme Adjudicater under
Clause 7.5.53 shail be binding upon the Company, the Liguidators, the
relevant Scheme Creditor and all Scheme Creditors and shall be that Scheme
Creditor's overall Established Scheme Liability.

Upon determination under this Part 7 of all of a Scheme Creditor’s Established
Scheme Liabilities, those Established Scheme Liabilities shall constitute the
Company's total aggregate Hability to the Scheme Creditor concerned,

Determination of Disputed Matters and Suspended Scheme Liabilities by a Scheme
Adjudicator '

7.0.1

Withowt prejudice to the generality of the foregoing, in referring:

fa) any Disputed Maiter to 2 Scheme Adjudicatwor in accordance with Clause
7.5.53 0r

(by any dispute as to the Liquidators’ designation of a2 Notified Scheme
Claim as a Suspended Scheme Liability under Clause 7.5.41 (but onty in
tils latter case to the extent the Liguidators deem approprigte),

the Liquidators will provide 1 a Scheme Adjudicator z copy of the relevant
Claim Forms and Supporting Information and a copy of any other notice,
staternent or correspondence relating 1o the Disputed Matters or Suspended
Scheme Liability {as the case may be). A Scheme Adjudicator shall have full
and unrestricted access w0 all of the Company's and Liguidators’ records and
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7.6.2

information and work product in the possession or under the coatrof of the
Liquidatars which such Scheme Adjudicator considers is needed in order to
resolve the Dhsputed Matters ar the matters i dispute as 10 the designation of
the Suspended Scheme Liability (as the case may be).

{n relation to any matter which is referred 10 a Scherne Adjudicator;

(33 a Scheme Adjudicator shall consider the papers and documents before
him and shali, within 40 Business Days of receipt of the records and
information referred to in Clause 7.6.1. send a notice in zccordance with
Clause 7.8 10 the person concerned s@aring whether he requires further
written explanations, documents, data or information from the Scheme
Creditor, the Liguidators or the Company, in which case the refevam
person or persons shall, within 40 Business Days after receipt of such
request, provide such Scheme Adjudicator with the required written
explanation. docurnents or data or information.  In no circumstances
whatsoever shall the Scheme Creditor {or their duly authorised
representative) be entitled to appear before and address such Scheme
Adjudicator on any matter and any submissions which the Scheme
Creditor or the Liguidators (or their duly authorised representatives)
shall be entitled under the terms of this Clause 7.6 to make shall be

made solety in writing;

b} a Scheme Adjudicator shall be entitied to prescribe and iay down such
procedures or provisions as he in his discretion deems appropriate for
the purposes of assisting him in reaching his decision and shall be
entitled to call upon any parnty to the adjudication for such writlen
explanation, evidence, documents, data and information a5 he may
require. In no circumstasces shali such Scheme Adjudicator reqguest
submissions to be made by the Liquidators, a Scheme Creditor (or their
duiy appoih[ed representative) otherwise than in writing;

(cy Without prejudice to the generality of Clause 7.2.5: {i} in relation w0
adjudicating upon Disputed Matters and  disputes concerning  the
designation of Suspended Scheme Lizbilitics under this Part 7, a Scheme
Adjudicator shail, if appropriate, consult with such advisers, inciuding
US coverage attorneys, other fegai advisers and experts as he may deem
appropriate, including for the purpose of obuaining legal advice or legal
opinion in conneclion with any Disputed Matters or mauers in dispute
regarding the designation of Suspended Scheme Liabilities;

idy if, after the expiry of 40 Business Days from the deemed receipt of the
request for further information pursuant to Clause 7.6.2{a), some or all
of the requested information has not been provided themn a Scheme
Adjudicator shall make such determination as he sess fit on the basis of
the information then availabie to him; and
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71.6.3

7.6.4

tey  in the event that the Scheme Creditor concerned considers that a Scheme
Adjudicator has a conflice of interest in relation f¢ any matter referred 10
him under this Part 7. the Scheme Creditor shall within 20 Business
Days of deemed receipt of a notice of referral in accordance with Clause
7.5.21 notify the Liguidarors of such conflict and its nawmre whereupon
the provisions of Clause 7.2.4 shall apply.

A Scheme Adjudicator's powers under this Clause 7.6.3 shall:

2y be o determine any issues of fact or law directly or indirectly necessary
o adjudicate on any Disputed Matrers and the designation of Suspended
Scheme liabilities (to the extent the Scheme Adjudicator has bheen
unsuccessful in obtaining any agreement in respect of the same between
the Liguidators and the reievant Scheme Creditor); and

thy  not include adjudicating upon any disputes as te (i) the principles,
policies or assumptions comprised within the Estimation Methodology or
the appiication of such principles, policies or assumptions 10 the
Disputed Matiers and {ii) any amounts of Netified Scheme Claims,
except as a consequential result of his adjudication of matters of fact and
law referred to in Clause 7.6.3(a) twith the exception of any Non
Insurance/reinsurance Scheme Claim, the amount in respect of which the
Scheme  Adjudicazor shall be entitled (o determine upon having
adjudicated any Disputed Matters refating to such Scheme Claimj.

Subject to Clause 7.8.8, the Scheme Adjudicator shall, before the expiration
of 40 Business Days from the daie on which he receives the records and
information and work product referred to in Clause 7.6.1, certify in writing 1o
the Liguidators and to the Scheme Creditor concerned pursuant o Clause 7.8
his determination in respect of the Disputed Matters concerning the Notified
Scheme Claim. In no circumstances shall the amounts {discounted, where
appropriate} of such adjudicated liabilities as are referred (o i this Clause
7.6.4 exceed the relevant amounts notified by the Scheme Creditor in their
Claim Form and Supporting Information pursuant to Clauses 7.5.7 and (if

appropriate) 7.5.18.

In deiermining the Disputed Matters in relation o a Notified Scheme Claim,
or the matters in respect of which the Liquidators designated such Notified
Scheme Claim as a Suspended Scheme Liability, a Scheme Adjudicator shatl
act as expert and not as arbitrator, A certificale given by a Scheme
Adjadicator it rejation 10 2 Notified Scheme Claim or a Suspended Scheme
Liability under Clause 7.6.4 shall be final and binding on the Company, the
Liguidators, the relevant Scheme Creditor and ail Scheme Creditors in so far
as the law allows, [Except as required by law or in the case of any
matheratical or other manifest error, no Scheme Creditor nor the Liguidators
shafl have any right to appeal therefromn or any claim against the Scheme
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7.6.0

7.6.7

7.6.8

Adiudicator i respect thereof.  Once such certificate has been given the
provisions of Clauses 7.5.53 10 7.5.55 shall then apply.

At the time of the giving-of any such cenificate as is referred 10 in Clause
7.6.4 above in refation 10 a Notified Scheme Claim or Suspended Scheme
Liability, a Scheme Adjudicator may make such directions in respect of his
reasonable remuneration and in respect of the cosis, charges and expenses
reasonably incurred by him, by the Liquidators, or by the Scheme Creditor or
Scheme Creditors concerned, as he shall think just.

If a Scheme Adjudicator shall direct that any such reasonable remuneration,
costs, charges and expenses be paid by the Liguidators the same shall
forthwith be paid in full by the Liguidators out of the assets of the Company

as Ligquidarion Expenses.

[f a Scheme Adjudicator shall direct that any such reasonable remuneration,
costs. charges and expenses be payabie by a Scheme Creditor and the Scheme
Creditor does not pay the same in full within 20 Business Days afier such
directions the Company shail pay any unpaid balance thereof in full out of its
assets. In any such case. for the purposes of determining whether such
Scheme Creditor is entitled to receive any payments pursuant to Clause 3.1 of
the Scheme from the Company, they shall be trealed as having received on
account of all Established Scheme Liabilities in respect of which they are so
entitted an amount equal o the unpaid balance so paid by the Company and
the exwent. if any, 0 which they are entitied 1© any payment pursuant io
Clause 3.1 of the Scheme shall be reduced accerdingly. Where the Scheme
Creditor is not eatitled to receive 3 payment pursuant to the Scheme or the
amount of such remuneration, costs and expenses exceeds their entitlement to
a payment under the Scheme, such amount or such excess shall be treated as a
debt owed by the Scheme Creditor or Offset Scheme Creditors (as the case
may be) to the Company.
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7.7

Payment to Scheme Creditors

1.7

7.7.2

174

1.7.5

For the avoidance of doubt., amy Scheme Creditors' Established Scheme
Liability determined under this Part 7 shall be an Established Scheme Liability
within the meaning of Clause 2.6 and shall be treated as such for all purpases
of the Scheme. inciuding the setting and receiving of Payment Percentages
under Parts 2 and 3.

When the value of all, or virtually all, Scheme Claims has been determined
following their agreement or. if necessary, adjudication (and subject 1o any
clatms in suspension), the Liquidators shall. as soon as reasonably possible
thereafter, determine. with the cousent of the Commitee of Inspection, the
date (the "Final Substantive Closure Distribution Date”) on which the
Company intends 10 pay {and subsequently does pay). subject 1o Clause 7.6.8,
a [inal substantive closure disiribution 10 Scheme Creditors. with Established
Scheme Liabilities at the Final Substantive Closure Distribution Date. The
final substanrive closure distribution In respect of each Scheme Creditor will
be comprised of a payment in respect of a final substantive closure Payment
Percentage under Clause 3.2.1(b} (at a rate determined with the consent of the
Committee of Inspection) {(such amount being referred to tn this Clause 7.7 as
the "Final Substantive Closure Distribution”).

The Liguidators may also. in their discretion, determine such date or dates
("Ultimate Sweep Up Distribution Date") on which the Company shall, if
the Liquidators deem it necessary and subject to Clause 7.6.8, pay an amount
by way of secondary distribution to ail Scheme Creditors with Established
Scheme Liabilities ‘being an amount {"Ultimate Sweep Up Distribution”)
equal f¢ the final Payment Percentage (under Clause 3.2.1(b)). which
calcuiation of the Payment Percemtage shall take into account, for the
avoidance of deubt, any sums accruing from the settiement of any Suspended
Scheme Liabilities, Unclaimed Distritnztions and any assets received after the
Final Substantive Closure Distribution Date and after reserving for ail
Liquidation Expenses involved in making a Ultimate Sweep' Up Distribution
and ali closing costs of the Scheme and the dissolution of the Company and
amounts required to be put aside or placed in trust in accordance with Clause
8.2.2 and for sausfying all continuing obligations of the Company and
Liquidators under the Scheme (rotwithstanding the termination of the Scheme)
which the Liquidators consider it is prudent to make,

For the avoidance of doubt, in declaring and paying any Final Substantive
Closure Distribution and/or Ultimate Sweep Up Distribution, the Liguidators
stiall be entitled to make such reserves for present and future Liguidation

Expenses as they see {1t

The Payment Percentage of the Final Substantive Ciosure Distribution and
Final Substantive Closure Distribution Date shall be notified to the Scheme
Creditors once by advertisement in each of those newspapers and publications
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7.9.7

in which notice of the Scheme Meeling was advenised.  Such Final
Substantive Closure Distribution Date shali be no earlier than 4¢ Business
Days atter the Final Substantive Closure Distribution Date was so advertised

in the last such newspaper or journal.

If & Scheme Creditor o whom a cheque for distribution has been dispatched in
accordance with Clause 2.9, in respect of a Final Substamiive Closure
Distribution and/or Ultimate Sweep Up Distribution. has not presented it for
payment withi 130 Business Days from the date the cheque is issued then the
sums representing such unclaimed distributions ("Unclaimed Distributions”)
shall in the absolute discretion of the Liquidators and at such time as they
deem appropriate. cither be repaid into the assets of the Company (o be made
avzitable 10 its Scheme Creditors (subject o the provisiens of Clause 7.8.5) or
be donated w0 The Insurance Charities {registered charity number 206860 and
Company Registration Number 74461} (or to their order) and the Scheme
Creditor concerned shall be deemed 10 have waived its right to the Unclaimed
Distribution.  The liguidators may do any act or thing or enter any
arrangements to give effect 1o this Clause 7.7.6.

This Clause 7.7.7 appiies for the purpose of determining the relevant dawe for
currency conversion in relation 0 set-off or cross claims for all purposes
relating to the ciiculations of the Liguidators under this Part 7. For such
purpose, in defermining the value of any set-off or cross-claim that is
expressed in a .curreucy other than the relevant Scheme Claim the currency of
payment provision at Clause 2.8.2 shall apply with the feilowing modification,
The reievant date for the Liquidators' acceptance or other determination that
set-oft or crass-claim is available (being the date on which the appropriate rate
of exchange shall be selected) shall, in the absence of agreement or contractual
proviston as referred to in Clause 2.8.2, be the Vatuation Date,

{f any currency in which & Scheme Claim is denominated has ceased (o be
legal tender at the dale of any payment 1o 2 Scheme Creditor or set-off under
the Scheme, then, subject o the Scheme Creditor's right to make an election
under Clause 2.8.1, the following provisions shall appiy. In the case of any
such liability being denominated in a currency which has been superseded by
the Buro, the amount of such liabifity (and any amount payabie under the
Scheme in relation to such liability) wilt be calculared in accordance with the
relevant measures of the European Council relating o the change-over
operation of a single European currency. The conversion rate to be applied to
determine any other such Hability or payment shall be ar the Liguidators'
reasonable discretion.

7.8 Communicatiens under this Part 7 and extension of time limits

1.8

Notwiihstanding any provision in the Scheme (but subject to the provisions of
Clause 7.8.6) for the purposes of this Part 7. any information, forms,
statements, documents, notices ar other writlen communications required to be
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7.8.2

ar capable of being given or sent under this Part 7 (inctuding any Claim Form
and Supporting Information) o individual Scheme Creditors, the Company,
the Liquidators, the Actuarial Adjudicator, or a Scheme Adjudicator (as the

case may bel may be given either:
fay by delivering the same by hand (including by courier); or
tb) by posting the same by first class post or airmail, as appropriate,

in each case

iy in the case of the Scheme Creditors, to such Scheme Creditor's last
krown address of which the Liguidators are aware;

¢y in 1he case of the Company or the Liquidators, to:

The Liguidators

Pacific & General Company Limited (in Liquidation)
Grant Thormton UK LLP

30 Finsbury Square

London EC2P 2YU

United Kingdom:;

or such other address as the Liguidators may notify to Scheme
Creditors for the purpose of this Clause 7.8;

wiiv W the case of the Scheme Adjudicator. to the address of the
relevant Scheme Adjudicator appoiated in accordance with the
relevant provisions of this Part 7;

(ivy in the case of the Scheme Acmuary, w0 Grant Thomton UK LLP
30 Finsbury Square, London EC2P 2YU, United Kingdom marked
for the attention of Simon H Sheaf; and

vy in the case of the Actuarial Adjudicator, 1 EMB Consuitancy LLP
Saddiers Court, 64-74 East Sureet, Epsom, Surrey KTI7 1HB,
United Kingdom marked for the atention of Sieve Mathews.

Any notice {excépt such notice as is referred 10 in Clause 7.5.2{a}) to be given
urdler or in relation to this Part to Scheme Creditors generally will be deemed
to have been duly giver o Scheme Creditors if it is advertised once in each of
those newspapers and other publications in which the notice of the Scheme
Meetings was advenised.

Any such information, forms. statements, documentation, notices or other
communication referred o in Clause 7.8.1 10 be given under this Part shall be
deemned to have been served and received:
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T.8.4

7.8.6

787

wy if defivered by hand or by courier pursuant w Clause 7.8.1a), at the
time of such delivery;

ib) if sent by post pursuant to Clause 7.8.1(b). on the second Business Day
atter posting if the recipient is in the country of dispaich, otherwise on
the seventh Business Day after posting; and

¢y if advertsed, when advertised in accordance with 7.8.2.

Subject to Clause 7.8.5, in proving service by post the party seeking 1o rely
upon such effective service must supply reasonabie proof of having placed into
the post a properly stamped and addressed envelope containing the relevant
notice, siatement, documentation, iaformation. form or other written

communication.

The accidental omission by the Liquidators to send or make available any
notice, written communication or other document in accordance with this Part
7 (including the wnotice referred 0 in Clause 7.5.2 and Claim Form), or the
non receipt of the same by any Scheme Creditor shall not affect the provisions
or operation of the Scheme either generally or with regard to the particular
Schieme Creditor and where such accidental omission results in a Scheme

Creditor being disqualified from receiving any payments in respect of the

whole or any part of their Scheme Claim under the Scheme. such Scheme
Creditor although bound by the terms of the Scheme shail not be eatitled o
participate in any distributions that may be paid (o Scheme Creditors in respect
of that Scheme Claim.

For communication purposes oaly. the Liguidators may, at their discretion,
treat those acting on behalf of Scheme Creditors in the ordinary course
{inciuding, but not limited to professional advisers, managing general agents,
the matagers of underwriting pools, the holders of line slips or binding
authorities or similar representative bodies ("Representatives")) on the basis
thal those Representatives are fully authorised to represent the Scheme
Creditor concerned. Further, the Liquidators may in their absolute discretion
treat those Representatives as if they were a singie Scheme Creditor or, as the
case may be. Offset Scheme Creditor in place of their principal or principals,

Where under this Part 7. the consemt or agreemen: of the Commitiee of
Inspection is required, such consent or apgreement shall be deemed to have
been given if a majority in number of the Committee of Inspection so consent.

Except in retation to the Bar Date, the Liguidators may, in their absolute
discretion, at the request of 4 Scheme Creditor or otherwise, either generally
or in respect of any particular Netified Scheme Claim, Projected Claim or
Suspended Scheme Liabidity, extend any time period reterred to in Parn 7:

{aj  Within which the Liquidators are required o refer Disputed Matters in

relation to a Naified Scheme Claim or the designation of Suspended
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7.8.9

Scheme Liabitities w0 the Scheme Adjudicator pursvant to Clauses
7.5.22.7.5.23,7.5.39. 7.5.40 and 7.5.46 (as the case may be);

(hy  Within which the Scheme Adjudicator is 1o provide his cerificate
pursuant t¢ Clause 7.6.40 and

¢y  Within which the Actuarial Adjudicator is w provide his ceruficate
pursuant to Clause 7.5.34.

If at any time before the Bar Date, there has been a subsuntive failure of the
Website and/or & major disruption of the postal service, in the reasonable
opinion of the Liguidators, then they may in their absolute discretion extend
the Bar Date to such dawe as they deem appropriate. The Liguidarors shall
notify ail Scheme Creditors of the date of the extended Bar Date by
advertising once in those newspapers and journals in which notice of the

Scheme Meetings was given,
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PART & - DURATION OF THE SCHEME

8.1 Termination events

8.1
8.1.2
813

The Scheme shall terminate if:
(a)  all the liabitities of the Company have been discharged in full; or

{by the Liquidators, after consulting with the Committee of Inspection, give
notice in writing to the Company 41 its registered office that, after due
enguiry, they have concluded that the Scheme is no longer in the
interests of the Scheme Creditors, '

Upon termination of the Scheme the following provisions shall apply:

{ay  termination of the Scherne shalt be without prejudice w any right or
ebligation which shall have arisen under the Scheme as & result of any
act or omission which ook place prior o the termination of the Scheme
including, without limitation any right 10 an indemnity out of the assets
of the Company as a result of an act or omission which toek place, or as
a result of liabilities or expenses which were incurred, prior to the
termination of the Scheme; and

b} as soon as practicable following termination, the Liguidators shall cause
notices stating that the Scheme has terminated io be placed in such
newspaper as the Liguidators consider appropriate for one day a week
fur three consecutive weeks following such lermination.

In the event of a cenflict or inconsistency between the provisions of the
Scheme and the Applicable Insolvency Law as it 2pplies o the Company, for
the purposes of the Scheme the provisions of the Scheme shall, in so far as the

law allows, prevail.

8.2 Releases

8.1

Subject o Clause 8.2.5, with effect from the Final Substantive Closure
Distribution Date, any then existing or former Liguidators. the Scheme
Actuary. a Scheme Adjudicator, the Actuarial Adjudicator. members of the
Committee of Inspection, Employees and  Delegates. the Superintendent of
insurance for the State of New York. and any person who.may be held liable
in law for the actions or omissions of such persons in each case In their
capacity as such (collectively referred 1o as the “Relensed Parties™) shall be
refeased absolutely and uncondlitionally from any claims by any Scheme
Creditor howsoever relating o the Relessed Pariies. save those notified in
writing to the Liquidators (who shall act as agem for service in respect of
claims against third parties (but withour atrracting any liability in so doing)) by
that date. in respect of any toss or liability relating to or arising out of any act
done or omitted to be dope in the course of or in connection with the
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preparation, implementation, administration and operation of the Scheme, or
the cxercise by any of the Released Parties of any power, right, duty or
obligation conferred upon it or him thereunder howsoever or wheresoever
caused and whether any such ciaims are attribuzable to his or her negligence,
defaulr, breach of duty or breach of trust (but not fraud or dishonesty). For
the avoidance of doubt, in this Clause 8.2 Scheme Creditors includes Offser
Scheme Creditor.

in relation to any claim or potential claim against any of the Released Parties
whether or not notified prior o the Fina!l Substantive Closure Distribution
Date under Clause 8.2.1, the Company will (in consuliation with the
Commiltee of Inspection) set aside or place in trust, at such time as they see
fit, such sums by way of reserves as are deemed appropriate o meet any
ohiigation that it may at some fuwre date have to pay. Any amounts so set
aside or placed in trust which. in the Liquidators' opinion. are not required to
meet any such obligation, shall be available for distribution 10 Scheme
Creditors pursuant to the Scheme. The Company may, with the approval of
the Committee of inspection (such approval not to be unreasonably withheld
or delayed) purchase and maintain for the benefit of the Released Parties
insurance against any liability, which hufﬁight ineur notwilhslandihg the
release in Clause 8.2.1 above or any liability that they might incur in relation
w fulfiliing its functions under the Scheme howsoever arising, save in respect
of any such Released Parties’ fraud or dishenesty. For the avoidance of doubt
any such obligation or Hability referred to in this Clause shall includge without
Jimitation, costs of defence.

Subject to Clause §.2.5, each of the Scheme Creditors and Offset Scheme
Creditors hereby authorises any one of the Liquidators (acting ajone) 1o enter
into, execule and deliver as 2 deed on behalf of each such Scheme Creditor the
Deed of Release in substandally the form at Appendix B beiween the Scheme
Creditors and Offset Scheme Creditors and the Liquidators on the one hand
and each of the Released Parties on the other.

Subject w Clause 8.2.5, on the Fipal Subsiantive Closure Distribution Date
{or as soon as practicable thereafier), the Liquidators shall cause one of their
number to enter into and deliver the Deed of Release on behalf of all Scheme
Creditors and Offset Scheme Creditors pursuant to the authority canferred by
Clause 8.2.3.

For the purposes of Clauses 8.2.1, 8.2.3 and 8.2.4, Released Parties shall
include any third party retained to assist or advise in relation to those matters
referred to in Clause 8.2.1 and to the extent only of such advice or assisiance,
For the avoidance of doubt, such third party shall not have the benefit of
Clause 8.2.2, any indemnification under the Scheme nor shall they be released
from any ciaim the Company may have,
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PART 9 - GENERAL SCHEME PROVISIONS

9.1

9.3

Effective Date

911

The Scheme shall become effective as soon as a copy of the order of the
Court sanctioning the Scheme shall have been delivered for registration to
the Registrar of Companies in England and Waies as required by section
125(3y of the Companies Act (the "Effective Date"}.

Liguidation Expenses

92

There shall be paid in full out of the assets of the Company (and
notwithstanding the iermination of the Scheme):

(4)

b}

i)

(£}

all outstanding costs. charges, expenses and disbursements reasonably
incurred by the Company on or after the Petition Daie, but prior to the
Effective Daie, in connection with the higuidation of the Company
generally, as well as in connection with the negdtiation, preparation
and implementaton of the Scheme, mcluding the costs of holding the
meeting of its Scheme Creditors convened to consider the Scheme and
the costs of obtaining the sanction of the Court;

all costs. charges, expenses and disbursements incurred hy the
Company in the course of carrying out the Scheme and of complying

‘with the provisions of the Companies Act (inciuding convening the

Scheme Meeting):

insofar as they do not fall within Clause 9.2.1(a) and {b), and all costs.
charges, expenses, and disbursements ingurred by, and the
remuneration of, the Liquidators amdfor any similar officeholder
appointed o the Company, to the extent that such costs, charges,
expenses, disbursements and remuneration are referable to the affairs

of the Company: and

insofar as it does not fail within Clauses 9.2.1(aj or (¢}, zny sum
which the Company is obliged to pay by reason of the obligations
imposed on it by Clauses 5.3.5, 5.3.6, 5.3.7. 6.3.2. 6.3.3 and 6.3.4
and Part 7; and

the costs of placing the notices required by Clause 8.1.2(b),

Modification of the Scheme

9.3.4

The Company may, al any hearing to sanclion the Scheme, consemt on
behalf of all those concerned to any medification of the Scheme or any
terms or conditicns which the Court may think fit w approve or impose and
which would not directly or indirectly have a materially adverse effect on

the taterests of any Scheme Creditar under the Scheme.
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9.4

9.3

9.6

Notice

Save as provided for in Clause 7.8, any notice to be given to the Company under or
in relation 1o this Scheme shail be given in writing and shall be deemed to have heen
duly given if it is defivered by hand or sent by pre-paid first class post, and by air
mail where it is addressed to a different country from that in which it is posted. to:

The Liguidators

Pacific & General Insurance Company Limited {in Liguidation}
Grant Thormon UK LLP

30 Finsbury Square

London EC2ZP IYU

United Kingdom;

{or at such other address as the Liguidators may notify 10 Scheme Creditors for the
nurpose of this Clause $.4 in such newspaper as the Liguidators consider appropriate
for one day a week for three consecutive weeks). and any notce posted as aforesaid
shall be given also by telefax to the Company at such address and shall be deemed 10
have been pgiven on the second (or, if by airmail, the seventh) Business Day
following the date on which it is posted.

Governing law and jurisdiction

The Scheme shall be poverned by, and construed in accordance with, English jaw
and the Scheme Creditors hereby agree that the Court shall have exclusive
jurisdiction to hear and determine any suit, action or proceeding and lo settle zny
dispute which may arise our of the Explapatory Sitatement or any provision of the
Scheme, or vuwt of any action zken or omitted to be taken under the Scheme or in
connection with the administrazion of the Scheme. and, for such purposes, the
Scheme Creditors irrsvocably submit wo the jurisdiction of the Court provided,
however, that nothing in this Clause 9.5 shall affect the validity of other provisions
determining governing law and jurisdiction as berween the Company and any of the
Scheme Creditors, whether contained in any contract or otherwise.

Third Party Rights

Without prejudice to the terms of the Deed of Release, nothing in the Scheme, or the
Explanatory Statement gives any person any right 10 enforce any terms of the
Scheme other than as provided for by the Contracts {Rights of Third Parties) Act
16969,

Pated 25 March 2008
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APPENDIX A
NOTICE OF MEETING OF SCHEME CREDITORS

IN THE HiGH COURT OF JUSTICE
CHANCERY DIVISION
COMPANIES COURT

No. 9163 of 2007

IN THE MATTER OF PACIFIC & GENERAL INSURANCE COMPANY LIMITED
(IN LIQUIDATION}

AND IN THE MATTER OF THE COMPANIES ACT 1985

NOTICE IS HEREBY GIVEN that by an order dated |7 January 2008 made in the High
Court of Justice of England and Wales tthe "Court”) in the above maiter, « meeting was
ardered W be convened of the Scheme Creditors tas defined in the Scheme of Arrangement
hereinafler mentioned) (the "Meeting") of the above named company ("P&G") for the
purposes of considering and, if thought fit. approving (with or without modification) a
scherne of arrangement proposed to be made between P&G and its Scheme Creditors (the

"Scheme ™).

The Meeting will be held on 9 June 2008 at Chartered Insarance Institute. commencing at
{2 noon (London time). Registration will commence at 10 a.m. {London time).

All Scheme Creditors are reguesied to artend the Meeting either in person or by proxy.
Scheme Credilors may vote in persen al the Meetng or may appoint another person,
whether & Scheme Creditor or not. as their proxy 1o attend and vote in their place.

The chairman of the Meeting will address Scheme Creditors generally on the Scheme and
on issues relevant wo voting immediately prior to the commencement of the Meeting,.

A Form of Proxy and Voting Form for use at the said Meeting is enclosed with this Notice,
Scheme Creditors are requested to lodge the completed Form of Proxy and Voting Form
with LCL Insurance Services Limited, Cornhill House. 32 Corhill, Lendon EC2V 318G,
England. United Kingdom, Fax: +44 (0) 207-623 4352 or E-mail: pacific. generai@lcl-
group.com, marked for the attention of Michae! Tolhurst, by no later than 5 p.m. (London
time) on 6 June 2008. Forms may atso be handed in at the repistration desk prior to the
commencement of the Meeting. Faxed and e-mailed Forms of Proxy and Vaoting Forms will
be accepled only if legible but Scheme Creditors are requested 1o send the originals, 1o be
recetved by LCL Insurance Services Limited at the above address by no later than 5 p.m.
{London timej on the date which falls 7 days afier the Meeting,

A copy of the statement required to be provided to creditors pursuant o section 426 of the
Companies Act 1985 is enclosed with this notice. Copies of this document, as well as the
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Scheme and blank Forms of Proxy and Voting Forms may be obtained by auending at Grant
Taornton UK LLP. 30 Finsbury Square, London EC2ZP 2YU, or on writlen application to
such address, marked for the atiention of Edward Walker or Christopher Eyrmer during
normal business hours oo any day (other than a Sawrday or Sunday or public holiday} pricr
to the day appointed for the said Meeting, They may also he downioaded and printed from

the website www. gt-pandg.com.

You are entitled to vote against the Scheme as proposed and/or atiend on the hearing of the
petition lo sanction the Scheme, should it be approved by the requisite majority of Scheme
Creditors, 10 voice any objections o the Schemne.

The Court has appoinied Ipe Jacob or, failing him, Richard Graham White, o act as
chairman of the Meeting and has directed the chairman of the Meeting o report the result of

the Meeting o the Court.

If approved by the requisite majorities of Scheme Creditors, the Scheme will be subject 10
the subsequent approval of the Couri. Any policyhalder who has any guestions concerning
the action he is required 1o take should comact Ipe Jacob and Richard Graham White, foint
Liguidators of P&G at Grant Thornton UK LLP, 30 Finsbury Square, London EC2P 2YU.

DATED 25 March 2008

Clifford Chance LLP
10 Upper Bank Street
London

El4 513

United Kingdom
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APPENDIX B
DEED OF RELEASE

Dated [®]

THE LIQUIDATORS OF
PACIFIC & GENERAL INSURANCE COMPANY LIMITED {(IN LIQUIDATION)

-and -
THE SCHEME CREDITORS
- and -

THE RELEASED PARTIES

DEED OF RELEASE

- 68 -
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THIS DEED is made the { ®] day of {®][® ]

BETWEEN:

i)

EACH SCHEME CREDITOR of the Company, acting by any one of the
{.iquidators, acting as ageni pursuant (o the authority conferred upon the Liquidators
by the Scheme Creditors under Clause 8.2.1 of the Scheme;

EACH OF THE RELEASED PARTIES, as defined in Clause 8.2 of the Scheme,

(2}
acting in the following capacities, as appropriate:

(1) on their own behalf;

b subject 1o the following, as trustee for any corrssponding former Released
Pary;

{cy in the case of the Liguidators, (i) as agem for each Scheme Crednor
pursuant to Clause 8.2 of the Scheme for the purpose of giving lhe releases
in favour af the Relzased Parties and (ii) as trusiee for any Relcased Party as
defined in Clause 8.2 of the Scheme which is not expressly identified in this
parties Clause;

id) in the case of any former member of the Committee of Inspection, by one
current mentber of the Commitzee of inspection acting on their behalf; and

(e} {*] and ie] as trustee on behalf of current and former Employees and
Delegates, respectively.

WHEREAS:

{A)  Pursuant to Clause 8.2 of the scheme of arrangement (the "Scheme") proposed in
retation to the Company pursuant to Section 425 of the Companies Act 1985, which
Scheme became effeciive on [insery Effective Date of Scheme] each Scheme Creditor
has authorised any one of the Liquidators to enter int and execule and deliver this
Deed on its behalf.

(By  The Released Parties. have agreed to enter intc and execute and deliver this Deed on

their own behalf and, where stated, as trustec on behalf of certzin of the Released

Parties on the terms set out below,

THE PARTIES AGREE as follows:

PART 1 - INTERPRETATION

bl

Terms defined in the Scheme shall have the same meaning in this Deed, The term
"Cormpany”, as used in this Deed, shall mean Pacific & General Insurance Company

Lirnited (in Liquidation).

[n this Deed. unless the context otherwise requires or expressly provides:
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{a}

i

L)

)

(e}

i

references to any Clause, without further designation, unless the context
otherwise requires, shall be construed as a reference 1o the Clause of this
Deed so numbered;

section headings, the front cover of this Deed and the headings are for
convenience only and shall not be taken mto account in the interpretation of
this Deed;

reference to any Act, stawste or stalstory provision shall include a reference
to that provision as amended, re-enacted or replaced from time io time
whether before or after the dawe of this Deed and any former stawtory
provision replaced (with or without moediftcation) by the provision referred

tw;
wards importing the plural shall include the singular and vice versa: and

references (0 a person includes a reference to any body corperate,
unincorporated association or partnership and to that person's legal personal
representatives or SUCCessors.

for the avoidance of doubt, a person who at any time is treated under any
provision of the Scheme as 2 Scheme Creditor shall be bound by the refeases
in Clauses 2.1 of this Deed and' 8.2 of the Scheme notwithstanding that he
statl have become an Offset Scheme Creditor under Clauses 7.5.47 1o
7.5 54 of the Scheme.

PART I - RELEASES

in consideration of the payment of LI (receipt of which is hereby acknowiedged), the
Liguidator who executes this Deed on behalf of the Scheme Creditors and each of
them pursuant to the zuthority centerred on him by Clause £.2 of the Scheme, hereby
releases on behalf of such Scheme Creditors:

2

A

L

()

b}

the Released Parties absolutely and unconditionally from any claims that the
Scheme Creditors (or any of them} have or may have howsoever attaching
to any such Reieased Party, save those noufied in writing 1o the Liquidators
before the Final Substantive Closure Distribution Date pursuant o Clause
8.2 of the Scheme:

in respect of any loss or liability relating (o or arising out of any act done or
amiited (o be done in the.course of or in connection with the preparation,
implementation, administration and operation of the Scheme; and

in respect of the exercise by any Released Party of any power, right, duty or
obligation conferred upon that Released Party.

the existing and former members of the Commitntee of Inspeciion absolutely
and unconditionally from any claims that the Scheme Creditors (or any of
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them) have or nmuy have howsoever ataching (o any such persons, save
thase notified in wriing 10 the Liguidators hefore the Substantive Closure
Distribution Date pursuant 1o Clause 8.2 of the Scheme:

ta} in respect of any loss or liability relating o or arising out of the
implementation of the Scheme and their role a5 members of the
commiltee of inspection established under the Applicable Insolvency
Law (as defined under the Scheme): and

th) i respect of the exercise by any such person of any power, right. duty
or obligation conterred upon that person thereunder,

in each case howsoever or wheresoever caused and whether any such claims are
atiributable o that Released Party’s negligence, default, breach of duty or breach of
trust {but not fraud or dishonesty) to the intent and effect that such refeases shali
operate in favour of and be enforceable by ali or any Reteased Party.

12 For the avoidance of doubt the releases conferred under Clause 2.1 shall he
conferred on, in the case of Clause 2.1, 1, any Released Party (as defined in Clause
8.2 of the Scheme) and, in the case of Clause 2.1.2, any existing or former member
of the Commitiee of Inspection whether or not such g parny is specifically named as a
party (o or executes this Deed.

PART 3 - FURTHER ASSURANCE
Each party shall at its own cost do and execute or procure 1o be done and executed
alt necessary acts, deeds, documents and things reasonably within its power (o pive
effect o this Deed.

PART 4 - CONFLICT
This Deed is expressly intended to supplement the Scheme in relation o the releases
1o be given by Scheme Creditors w Released Parties. [f-at any time there shall be
any conflict between the provisions of this Deed and the provisions of the Scheme,
the provisions of this Deed shall prevail.

PART 5 - THIRD PARTIES

5.1 The parties 10 this Deed agree that the Contracts (Rights of Third Parties Act) 1999
shall apply with respect to the benefits this Deed confers on the Released Pariies.
For the avoidance of doubt. such Act shall apply to any Released Party whether or
not such a party is specifically named as a party 1o this Desd,

5.2 3hould any party 1o this Deed be acting as agent or !rusiee on behall of another
person and that agent or trustee is determmined 10 be not so duly authorised so 1w act
or if their agency or trusteeship Is otherwise terminated or retrospectively or
prospectively deciared invalid for any reason. the provisions of this Desd shall
continue to operate and take effect as though they were so duly authorised,

ST
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PART 6 - LIQUIDATORS

ol

6.2

6.3

This Deed is entered into by the Liguidator who executes it on behalf of the Scheme
Credrlors and each of them pursuant to the authority conferred upon that Liquidator
under Clause 8.2 of the Scheme,

The Liquidators have also entered inte this Deed:

{a} on their own behalf, and
th} 48 trusiee on behalf of the persons referred to a1 Recutal {2)]*]} 10 this
Deed,

The Liquidators shail incur no personal liability. efther by entering into this Deed or
thetr acting in any capacity referred to herein. Nothing in this Deed shall operate to
restrict or affect in any way any right of the Liquidators to an indernnity or assurance
w which by law they are entitled.

PART 7 - COUNTERPARTS

This Deed may be executed in two or more counterpans, each of whick shall be
deemed to be an original and which together shall constinute one and the same

mstrument,

PART 8 - ASSIGNMENT

This Deed shall not be assignabie.

PART 9 - GOVERNING LAW

This Deed shali be governed by and construed in accordance with Engiish law. The
parties hereby agree that the English Court shal! have exclusive jurisdiction 1o hear
and determine any suit, action or proceeding and 1o settle any dispute which may

arise out of this Deed.

IN WITNESS of which this Deed has been duly executed and delivered on the date first

appearing on this Deed.

{TO BE EXECUTED AND DELIVERED as

2 deed by each of the SCHEME

CREDITORS and RELEASED PARTIES

in the manner and capacity referred 10 in the parties clause herein.

-7
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APPENDIX C
SUMMARY OF RECEIPTS AND PAYMENTS 17 OCTORER 1984 - 31 DECEMBER 2007

RECEIPTS TOTAL (£)
Reinsurance recoveries and collections 11.720.522 .14
fnterest received 2.473,98%.57
Capital receipts [.681,064.72
Receivership surplus 777.807.16
 Other income 204.819.43
Pension Realisations 200,799.49
Corporation Tax Refunds 190,548 .44
Ex-pratia receipr © o 176.406.82
Stock realisations 171.698.37

84.000.00

Deposits received
17,684 650.08

PAYMENTS
Liguidators' Fees 5.080,219.30
Liquidators' Expenses 136.,508.30
Legal Fees 2.813.693.15
Run-off Agents 1.824.933.72
Underwriters & Consuitang fees 764844 .50
VAT _ 775.038.21
Contributions o legal cosis 746,850.00
DTY payments 561,540,133
Agents” Fees 462,458.30
Tax on interest 254 975,88
Other Payments 239 210,67
Security for costs 202 .000.60
Professianal Fees £19.405.00
Bank Charges 19,630.85
Petitioners’ Costs 3.913.95
14.009.222 16
BALANCES IN HAND 3,675.427.92
CASH AT BANK 2.073.427 92

ST -
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PACIFIC AND GENERAL INSURANCE COMPANY LIMITED ¢IN LIQUIDATION)
(HP&GH)

INSTRUCTIONS FOR THE COMPLETION OF CLAIM FORMS

This decament provides guidance on how o submit your Claim Form in the proposed
scheme of arrangement "Scheme’ under Section 425 of the Companies Act 1085
between Pacific and General fnsurance Company Limited and its Scheme Creditors. as

defined in the Scheme.

Sl nole shat ven shoudd noe subiil vour Clann Foenn ustl adicr von have been

stafted b the uikions that the Schomne s hecome eriveive,

Asserting your claim

You have been sent 2 Claim Form because you are believed 1o be a Scheme Credilor,
In urder to assert your claims against P&G and become entitied 1o receive dividend
paymenls pursuant 1o ihe Scheme you are required to complete and recurn a Claim
Form in accordance with these instructions and return it to the Liguidators on or before

the Bar Date.

[f the Liquidators do not receive a2 Chim Farm from you an or before the Bar Date you
will not be entitled o any dividend payment pursuant lo the Scheme and will have no
other right to payment by P&G in respect of any Scheme Claim, The Bar Date will he

notified by separate letter, when known.

Inciuded in the Claim Form pack are a number of forms as listed on the contents page.
it ts bmportant that when you assert any claim you follow the instructions and ensure
that it s correct and fair and is supported by appropriate evidence. The Liguidatars
request that you return this package by amending and returning the spreadsheet
provided. Alternatively, you may request a paper copy of the Claim Form pack from

the Scheme Claim Form Team.

Far & desailed explanation of the Scheme and the rteasons why the Liguidators are
requesting that you compiete the enclosed Scheme Claim Form please refer w0 the

Scheme Document,

iT IS IMPORTANT that you carefully check the information provided before your
submil your Claim Form.

The detailed information provided includes:

Form name ; Action required When
i Claim Form i After the Scheme has become After the Effective Date
! | effective. the Liquidalors will and before the Bar Date.
[ I advise all creditors to submit Claims submitted after
ST -
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FF@rm nagme Action required When

therr Clzim Forms. Your the Bar Date, subject to
Scheme Claims must be the Liquidators’'
presemied on a Claim Form, discretion, will not be
admitted for dividend
puTpOSEs.
Bank Details Form If you require payment by Afier the Effective date
Telegraphic Transfer, please and before the Bar Dae,

complete your bank account
details and submit this
mformnation with your Claim
Form. If we do not receive
these deatls payment witl be
made by chegue.

Summary exiract data of Please review this summary Wher received
P&G's records information, which is an
extract of daa held in P&G's
computer system. This
information is provided to
assist vou with the compietion
of the Claim Form, 1t is for
information purposes only, but
does provide an indicator as (o
your anticipated claim against
P&G. We recommend that you
COMUMEnce your reconcitiation
as soon as this information is

received.,
fnward unpaid paids This report provides, a When received
summary Category of claim level, a

summary of the Iawards unpaid

paids report.
inward unpaid paids hiems that have been presented When received

1o P&G for settiement that have
beer agreed and which remain
unpaid per your records.

inward outsianding This report provides, at When received
summary Category of claim level, a
summary of the Inwards

ST77 -
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Form name

Action required

When

outstanding report.

inward outstanding

This form is provided blank. It
is for you v complete. Please
provide, on an individuat
policy basis. detaits of each
claim you currently have in
you records as heing
outstanding from P&G.

Afier the Effective Date
and before the Bar Date.
Claim Forms submitted
after the Bar Date,
subject to the
Liquidators® discretion,
will not be admitted for
dividend purposes.

Outward unpaid paids
SUINMAry

This report provides a
summary of the Outwards
unpaid paids report.

When you submit your
Claim Form.

Ouwward unpaid paids

This report is the deailed line
by line analysis of the summary
values entered on the data from
P&G's records' report. This
form shows your share of
P&G's outward reinsurance
protections and the current
iterms that remain unpaid.
These values will need 10 be
entered on your Claim Form.

When you submit your
Claim Form.

Outward outstanding
sumnmary

This report provides a
summary of the Quiwards
outstandings report,

When you submit your
Claim Form.

Ourward owsianding

Thig form shows your share of
P&G's outward reinsurance
protections and the current
outstanding advised (o our
brokers. These values will need
0 be entered on your Claim
Form,

When you submit your
Claim Form.

Inward contract listing

This is an extract of all inward
contracts written by P&G
protecting you.

{This tnformation is
primarily provided for
information purposes)

Cutward contract listing

This is an extract of all
outward reinsurance comracts

(This information is
primarily provided for

.78 -
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Farm name Action reguired | When
ﬁ

placed by P&G with you. informenion piurposest

Please note that details of any inward outstandings (outstanding claim advices presenied
by you to P&G) have not been included, as past analysis indicates that the Company's
records for these items may-notbe up to date. These will be amended, as with alj other
data items, when your Claim Form becomes final and binding under the Scheme. To
assist with completing the Claim Form. claims falling under the heading of Health

Hazard include:

. Biood Factor HIV

. Hearing Loss

- Silicong/Breast implants

- Exposure to Beryliium

. Exposure o Chemicals

= Expasure o Silica Dust

- Exposure to Agent Orange

. Use of Selacryn

- Use of Disthylstidbestrol (DES)
- Hull Biister

Estimates of the vaiues of inward and ourward Projected Claims have also not been
inciuded. Any outward Projected Claim. for offsel purposes will be calculaied by the
Scheme Actuary in accordance with the Estimation Methodology.

Supporting Information when Returning the Claim Form Pack

In addition 1o the specific detailed information required in the Claim Form pack you
must enclose additional detailed information to support any amendmenis you make to
your Claim Form. This could include:

. policy and exposure infermation in connection with asbestos, pollution
and health hazard claims,

= the model used to Justify any estimate of IBNR you enter,

. information on the current development of large claims,

= any other information which you feel supports your claim against P&G,

whether refating to an insured loss or a non-insurance claim.

Before returning the package you must complete the declaration gt the bottom of the
Ciaim Form. Please submit your completed claim form pack and supporing

information 10:

[.CL Insurance Services Limited, Cornhill House, 32 Cornkill, London EC2V 138G,
United Kingdom;

or by email to

L7
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pacific.general@lel-group com

It is important that care is taken in completing Claim Forms, If a Claim Form is
returped 1o the Liquidators for or on behalf of a Scheme Creditor, that Scheme
Creditor will be deemex pursuant to the Scheme to have warranted that the information
on it, or enclosed with it, is correct and fair and supported by appropriate evidence.

NOTE: FOR SECURITY REASONS. IF YOU WOULD LIKE DIVIDEND
PAYMENTS TO BE MADE DIRECT TO YOUR BANK ACCOUNT, THE BANK
DETAILS FORM MUST BE RETURNED UNDER COVER OF A LETTER ON
HEADED STATIONERY.

The Claim Agreement Process

Once the Liguidators have received your compieted Claim Form pack, the first step
will be to agree the factzal information you have provided.

Should your returned information not be agreed immediately the payment of any
eventlual dividend to you may be delayed as the Liquidators will need to imvestigate
your claim. I is therefore in your interests to provide complete supporting information
when initially asserting your claim. if. after investigation and discussion with you, your
claim 15 still not agreed, it will be referred for adjudication, the results of which will be
binding on both parties. Please note the Scheme Adjudicator has the power to award

COSs.
Projected Claims Valuation

Once all factual information has been agreed, or determined by adjudication. it
becomes binding. The Scheme Actuary will then calculate any applicable estimation of
Jiabilities in accordance with the Estimation Methodology set out in Appendix F to the

Scheme,
The Valuation Statement

The Scheme Acwary wili calculate your claim in accordance with the Estimation
Methodology. taking into account any reinsurance or other set-off. Security interests
and the amount of any non-insurance cfaim you may have. This net (ol s your
Established Scheme Claim due from the Company. which has been discounted to allow
for sthe lime value of money back to the Perition Date, |7 Oclober 1984, A Valuation
Statermnent wifl be sent (0 you setting out your Eswablished Scheme Claim with a
breakdown of the coastituent eiements. A Valuaton Siatement will only be subject 1o

challenge on the grounds of manifest error,

If you have any gueries reparding (he proposed Scheme and associated forms then
please contact the Scheme Claim Form Team at the Company.

Tel: +44 (0) 207 398 5600 E-mail: pacific. generaj@lci-group.com

- R0 .
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APPENDIX F
ESTIMATION METHODOLOGY

Scope and Purpose

This Estimation Methedology will be employed by the Scheme Acsuary in the valuation
of Scheme Claims referred o him by the Liquidators in accordance with the Scheme.

The Scheme Actuary will also estimate the value of 2 Scheme Creditor's Ourwards
Projected Claims, Ontwards Unpaid Losses and Owtward Outstanding Losses where
this hkas noi been agreed helween the Ligquidators and the Scheme Creditor for the
purposes of off-set against Scheme Claims in zccordance with the Scheme. These
values will be derived from the values determined for Scheme Claims, including

Projected Claims.

In addition, the Scheme Actuary will be responsibie for discounting all Established
Scheme Liabilities, such that thev are valued as at 17 Ocieober 1984,

Appreach

The Estimation Methodology has been prepared in accordance with the Instinue of
Actuaries guidance rote GNI2: General Insurance Business: Acwearial Reports.  This
methodology must be considered in its emtirety, as individual sections could be

misteading if considered in isolation.

This Estimation Methodotogy 5 designed to allow the Scheme Actary 1o value
Projected Claims i a fair, equitable and cost-effective manner allowing for the key
characteristics and claims expertence of each class of business.

The Estimation Methodology as a whole has been reviewed by the Actuarial
Adjudicator and in his opinion i is appropriate for application to the Company's
business for the purpoeses of the Scheme. The Actuarial Adjudicator will also review
the apptication of the Estimarion Methodology by the Scheme Acluary. A Scheme
Creditor will be permitted o dispule whether the Estimation Methodology has been
appiied correctly by the Scheme Actuary. However, a Scheme Creditor wili not be
permitted to dispute the resutts of the correct application of the methodology by the

Schemne Actuary.

Data

The Company wrote business between 1979 and 1983, The business writlen consisted
predomunantly of direct insurance, facultative reinsurance, znd ireaty reinsurance of
casualty and property risks. It was mostly London markel business wrien on a
worldwide basis, including substantial US exposures.

For the purposes of the application of the Estimation Methodology. claims will be
classified into the following seven categories:

-8
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1y Ashestos claims arising from direct insurance and facultative reinsurance

2y Asbestos claims arising from treaty reinsurance

3) Pollution claims arising from direct insurance and facultative reinsurance

4) Pothnion claims arising from treaty reinsurance

5} Health Hazard ciaims arising from direct insurance and facuhtative reinsurance
63 Health Hazard claims arising from treaty reinsurance

71 Al other claims

i werms of outstanding claims, Category 1 1s by far the most significant,

3.3 The Scheme Actuary will aflocate cach individual claim 10 one of these calegories.
The data to which the Estimation Methodology will be applied will be that contained in
the Claim Form and amy supporting evidence returned by a Scheme Creditor to the
Liguidators when that data has either been agreed with the Liquidators, or determined
hy Adjudication. and kas become binding for the purposes of the Scheme,

34 The valuation of all Scheme Claims will be stated as wt 17 October 1984 by -adjusting,
where necessary. for the time value of money.

3.5  Data will be agreed or determined in Sterling, US Dollars. Canadian Doliars and
Australian Dollars which are shown on the Claim Form, but will be converted into a
common currency using the relevant exchange rates prevailing as at 17 Oclober 1984
prior o the application of the Estimation Methodotogy .

3.6 Where appropriate, the Liguidators will consult the Scheme Acmary in conpection with
nformation on Claim Forms and supporting evidence prior © Hs agreement or

determination.

4. Actuarial Process

4.1 After the Bar Date, once all Claim Forms and supporting evidence have hesn received
from Scheme Creditors, the Scheme Acwsary wiil condugt a best estimate reserving

study.

4.2 Amongst other things, this will be used (0 produce benchmark payment patterns which
will be used whenever Scheme Claims or reinsurance recoverabie need 1o be
discounted by the Scheme Actuary pursuant to the Scheme.

4.3 This reserving study will be used directly in the process of valuing Projected Claims
for individual Scheme Creditors.

5. Projected Valuation Approach

5.1 The Scheme Actuary will value the Projecied Claims for all Scheme Creditors.

- 82 -
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6.1

6.3

7.1

7.3

7.4

A Scheme Crediior may challenge whether the Scheme Actary has applied the
Estimatior  Methodology correctly.  [f such an appeal is made. the Actwarial
Adjudicator wiil peer review the application of the Estimation Methodology by ihe
Scheme Actuary as it applies lo that Scheme Creditor and determine whether, in the
Actuarial Adjudicator’s opimion, it is appropriate.

Best Estimate Reserving Study

After the Bar Date. a best estimate reserving study will be conducted for the purpose of
delermining figures and parameters to be used for the purpese of valuing Projected
Claims for each category of claims and’ underwriting year. The Projected Claims for
each Scheme Creditor will be valued in a consistent manner so thal two Scheme
Creditors with identical claims and exposures will have equal values of Projected

Claims.

Once the daw reconcitiation process has been formally concluded, the best estimate
reserving study will be figalised o reflect any agreed or determined changes in the data
for Scheme Creditors asserting Projected Claims. The primary purpose of this revised
best estimate study is (o set the actual figures and parameters (o be used for the purpose
of valuing Projected Claims for each category of claims and underwriting year.

The actual figures and parameters that will be needed will vary between the different
claim categories. The approaches thar the Scheme Actuary will use 1 value Prajected
Clupms for each Claim Category are described in the following sections.

Category 1: Asbestos Claims Arising from Direct Insurance and Facultative

Remsurance

This Category is by far the most significant in terms of outstanding claims.  An
exposure-based modeliting approach will be used 10 value Projected Claims.

Under the terms of the Scheme, the Bar Date will preclude making any aliowance for
the emergence of asbestos defendants who have yet o receive asbestos [ilings.
Consequendy, the approach will be to consider all known assureds al the individual
policy level. Individuai assureds will be allocated to groups based on the nargre and
magnitude of their exposure 10 asbestos-reiated claims.

The Scheme Acruary will then apply a percentage te each poticy in each underwriting
year where the percentage reflects the leve! of erosion that an average insured in that
group wouid experience within that layer in that vear as # result of asbestos-related
claims.  The perceniages will be determined after consideration of the claims
experience of the Company, the wider market knowledge of the Scheme Actaary and

publicly available information.

A number of other factors will also be taken into account when determining the extent
to which cach layer Is eroded. These will include the level of paid and outstanding
asbesios claims. and information on the size of the msured's underlying coverages,

-831-
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7.5

8.1

8.3

8.4

8.5

8.6

For the largest msureds. if sufficient data is availabie. the Scheme Actuary will
consider estimating the insured's ground-up indemnity and expenses using projections
of numbers of claims and average costs per claim. and adjusting his valuation as

appropriate.
Category 2: Asbestos Claims Arising from Treaty Reinsurance

For low layer excess of loss reinsurance and proportional reinsurance (fe reinsurance of
direct business), an exposure based modelling approach will be used where sufficient
data is available on the underlying direct assureds.

In these circumstances, ihe Scheme Actuary will idemify the policies writen by the
Scheme Creditor and the underlying direct assureds. Then. the ultimate claims o the
Scheme Creditor arising from each assured will be estimated using 2 methodology
stmiltar to that described in Section 7 for direct asbestos claims, Finatly, the relevan
Scheme policy terms will be applied 1o estimate the losses from each assured to the
Scheme Creditor's policies.  Any resulting reinsiatement premivms will also be

calculated and offset againgt the claims.

When insufficient data is available to undertake this analysis, and for other reinsurance
types. a benchmark approach will be adopted to the valuation of the Scheme Creditor's
Projected Claims. A number of relevant industry benchmarks will be selected
including some or zll of the following:

*  percemages o reflect the number of times a reinsurance policy is expected 10 be
eroded

* Projecied Claims as a proportion of notified incurred claims
*  Projected Cizims as 4 proportion of outstanding claims

* ultimate claims as a proportion of paid claims

* ulimate claims as a proportion of notified incurred claims

* paid survival ratios

The benchmark ratios will be determined after consideration of the claimns experience
of the Company, the wider market knowiedge of the Scheme Actuary and publicly

available information.

The benchmark ratios will each be applied Lo the data in respect of the Scheme Credilor
subject o policy limits. Additionally, on a case-by-case basis, allowznce will be made
for specific features of notified claims,

This will produce a number of estimates of the Scheme Creditor's Projected Claims.
After reviewing these, the Scheme Acmary will select his valuation of the Projected

Claims.

-84 .
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8.7

g

9.3

9.4

9.3

This process will be undertaken in 2 manner that s consisteat and cguitzble w all

scheme creditors,

Category J: Pollution Claims Arising from Direct insurance and Facultative

Reinsurance

Claims of this type are not considered 1o be @ significant part of the portfolic, As a
consequence, 2 benchmark approach will be adopied o the vaiuation of the Scheme
Creditor’'s Projected Ciaims. A number of relevant industry benchmarks will be

selecied including some or all of the foliowing:

*  percentages o refiect the proportion of 2 policy that is expected 10 be eroded
«  Projected Claims as a proportion of notified incurred claims

*  Proweted Claims as a proportion of outstanding claims

e ultirsate cleitms as a propoertion of paid claims

« gltimate claims as a proporton of notifted incurred ciaims

+ paid survival ratios

The benchmark ratios will be determined after consideration of the claims experience
of the Company, the wider markel knowiedge of the Scheme Actuary and publicly

availabie information.

The benchmark ratios will each be applied to the data in respect of the Scheme Creditor
subject to policy imits. Additionally, on a case-by-case basis, aliowance will be made
for specific features of notified claims,

This will produce a number of estimates of the Scheme Creditor's Projected Claims.

After reviewing these, the Scheme Actuary will select his valuation of the Projected

Claims,
This process will be undertaken in a manner that is consistent and equitabie w0 all
scheme creditors,

Category 4: Pollution Claims Arising from Treaty Reinsurance

Claims of this type are not considered to be a significam part of the portfolio. As a
consequence, a benchmark approach will be adopted 1o the valuation of the Scheme
Creditar's Projected Claims. A number of relevant imdustry benchmarks will be
selected including some or all of the following:

s percentages to reflect the number of times a reinsurance policy is expected (o be
eroded

~*  Projecled Claims as 2 proportion of notified incurred claims

»  Projecied Claims as a proportion of outstanding claims
-85 -
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1.3

10.4

0.3

1.3

+ ullimate claims as a progortion of paid claims

* ultimate claims as a proportion of notified incurred claims

¢ paid survival ratios

The benchmark ratios will be determined after consideration of the claims experience

of the Company. the wider market knowledge of the Scheme Actuary and publicly

available information.

The benchmark ratios wiil cach be applied to the data in respect of the Scheme Creditor
subject to policy fimits. Additionally, on a case-by-case basis, allowance will be made

for specific featares of notified claims.

This wilt produce @ number of estimates of the Scheme Creditor's Projected Claims.
After reviewing these. the Scheme Actuary will select his valuation of the Projected

Claims.

This process will be undermaken in 2 manner that is consistent and equitable to all

scheme creditors.

Category §: Health Hazard Claims Arising from Direct insurance and Facultative
Reinsurance
Claims of this type are not considered to be a significant part of the portfolio. As a

consequence, a2 benchmark approach will be adopled o the valuation of the Scheme
Creditor's Projected Claims. A number of relevan industry benchmarks will be

* selected including some or all of the following:

¢  percemtages o refieci the proporton of a policy that is expected 10 be groded
* Projected Claims as a proportion of notified incurred claims

* Projecled Ciaims as a proportion of outstanding claims

. uliiméte claims as a proportion of paid claims

¢ ultimate ¢laims as a proponion of notified incurred claimg

* paid survival ratios

The benchmark ratios will be determined after consideration of the claims experience
of the Company, the wider market knowledge of the Scheme Actuary and publicly

avatlable information.

The benchmark ratios will each be applied 1o the data in respect of the Scheme Creditor
subject to policy limits. Additionally, o 2 case-by-case basis, aliowance will he made
for specific features of notified claims.

- 86 -
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This wifl produce a number of estimates of the Scheme Creditor's Projecied Claims.
Afler reviewing these, the Scheme Actuary will select his valuation of the Projected

Claims.

This process will be undertaken in a manner that is consistent and equitable o all

scheme creditors.
Category 6; Heaith Hazard Claims Arising frem Treaty Relnsurance

Ciatms of this (ype are nol considered to be a significar part of the portfolic. As a
consequence, & benchmark approach will be adopted to the valuation of the Scheme
Creditor's Projected Claims. A number of relevant industry bemchmarks will be
setected inciuding some or all of the following:

= percentages 1o reflect the number of times a reinsurance poliey is expecied o be
eroded

«  Projected Clains as a proportion of notified incurred claims
+  Projected Ciaims as & proportion of outstanding claims

« ultimate claims as 2 proponien of paid claims

* ulimate claims as a proporiion of notified incurred ciaims

¢ paid survival ratios

The benchmark ratios will be determined after consideration of the claims experience
of the Company, the wider market knowledge of the Scheme Acwary and publicly

available information.

The benchmark ratios will each be applied o the dala in respect of the Scheme Creditor
subject to policy limits. Additonally, on a case-hy-case basis, aliowance will be made

for specific feamres of notified claims.

This will produce 2 number of estimates of the Scheme Creditor's Projected Claims.
Afwer reviewing these, the Scheme Actuary will select his valuation of the Projected

Claims.

This process will be undertaken in a masner that is consistent and equitable 1o ali

scheme crediors.
Category 7: All Other Claims

This category of claims will be projected by a variety of methods to estimate the
uttimate claims on each underwriting year.. These methods will include some or alt of

the following:
= the basic chain ladder method separately applied to paid claims
« the basic chain tadder method separalely applied o incurred claims

Z87-

A plossury i avaiiehie at e bavk of this docwment

104



13.3

151

» 3 curve-fiting approach based on actual claims development
s benchmarking, given market experience of other similar claims.

When choosing appropriate future developmenl percemages, consideration will be
giver 1o the impact on reporling patterns of processing delays,

The above methods will produce a2 number of estimates of ultimate ciaims for each
year. Afer reviewing them, the Scheme Actuary will select his chosen estimate for

each year.

For each underwriting year, the Scheme Actuary will calculate the ratio of Projected

Ciaims to incurred claims.

For each Scheme Creditor. the relevant ratio will then be applied to the Scheme
Creduors incurred claims on each underwriting year in order o caiculate the Scheme
Creditors Projected Claims for that underwriting year.

Given the marturity of the portfolio being considered, there i reason (o expect that
actual claims deveiopment for these claims may, in aggregate, show reteases and, as a
result, the Projected Claims for some underwriting years could be negative. For the
purposes of this exercise only, the minimum Projected Claims for each underwriting
year will be zero. This means that, if a calculated ratio of Projected Claims to incurred
claims is below one, a ratio of one will be used instead.

No Allowance for Outwards Reinsurance

The wvaluation of Scheme Creditors' gross claims will be conducted gross of outward
reinsurance with an estmation of undiscounied Projected Claims being produced at
policy level with no allowance for the iime value of money.

The Projected Claims are intended to be on a best estimate basis, with no margin for
prudence or optimism. This approach is designed to maintain equity between ali
Scheme Creditors including those with no Projected Claims.

Offset for Ouiwards Reinsurance

Where a Scheme Creditor is also a reinsurer of the Company, balances due to the
Company and estimates of amounty expected to (2}l due to the Company will be offser
against Scheme Claims. Estimation of recoveries arising from owtward reinsurance
policies will be conducted, appiying the same principies as for inwards claims. This
will inveive applying the undiscounted best estimate gross uitimate claims including
any Projecied Claims, for all Scheme Creditors. to the relevanm reinsurance policies in
arder o estimate outstanding recoverablie outward reinsurance amounts. The total of a
Scheme Creditor's agreed claim - whether i respect of unpaid paid, notified
outstandings or Projected Claims will be offset by the estimated uitimate level of
reinsurance recoveries in respect of that Scheme Creditor.

- BB -
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.

Allowance will be made for claims and reinsurance recoveries paid prior o 17 October
1984 with the net balance being discounted using the claims payment panterns for the
relevant inward claim categories {prior to any payment). Where relevant, due
allowance will be made for outward reinstatement premiums.

Discounting te vatue as at 17 October 1984

AH Scheme Claims, but not inciuding Non Insurance/Reinsurance Scheme Claims, will
be discounted based on the benchmark ciaims payment patierns produced in the initial
best estimate reserve study. Relevant payment patterns by claim category will be
applied with discounting a1 5% compound per annum back to 17 Ocwber 1984, Such
discounting will also be applied w Outwards Ousianding Losses, Qurwards Unpaid
Losses and Qutwards Projected Claims.

Role of the Actuarial Adjudicator

The Acwarial Adjudicator has relevant experience and appropriate qualifications 1o
provide assurance thai the Estimation Methodology has integrity and is applied in a
consisterst and unbiased manner consistent with the agreed principles and methodology.
The Actuarial Adjudicator's role will consist of the following ¢lements,

¢ Provide peer review assessment of the proposed Estimation Methodology o ensure
that it has integrity. s logical and fit for the purpose for which it is intended.

» Ensure that the best estimate reserve study conducted by the Scheme Actuary is in
the Acwarial Adjudicator’'s view a best estimate which treats Scheme Creditors
equitably and reflects the future expected outcome.

+ Review the various benchmarks produced and, on & sample basis including all
malerial items, the allocation of Projected Claims to individual polices o ensure
that this is consistent with the overall best estimate reserve study.

¢ Consider the application of any estimated gross outstanding claims and Projected
Claims to the outward reinsurance programme to ensure this is done in a valid and

consistert manner.

«  When a Scheme Credior chalienges the application of the Estimation Methodology
by the Scheme Actuary, adjudicate as to whether the Scheme Actuary has applied
the Estimation Methodology in an sppropriate manner with regard to that Scheme

Creditor.
Definitions

For the purposes of this Estimation Methodology, Projected Claims are defined 1o
include estimates of the cost of each of the following:

future development of known claims
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s future development of claims that are recorded as setied but are subsequently

reopened
s tiatms that have been reported but not yet processed
¢ claims that have been incurred but niot yet reported.

182 The oniy exception fo this is that the Projected Claims exciude any allowance for
ashestos defendants who have yet teo receive asbesios filings at the Bar Date.

19.  Assumptions

19,1 No aliowance for projection of future exchange rates will be made, nor any specific
adiustments for changes in future legal, economic, or social conditions other than those

already manifest in the historic data.

(9.2 The upper bound and best estimate reserving studies will not include the projection of
any indirect or internal claims handling expenses.

S50 .
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APPENDIX G
CURRENCY AND EXCHANGE RATE TABLE

The exchange rates listed below are the "Scheme Rates” which will be used pursuant 1o the

Scheme.

They are the rates prevailing on 17 Ociober 1984 (the Petition Date).

CODE NAME EXCHANGE RATE TO
SETTLEMENT CURRENCY

I GBP =

AFA Afpghanistan Afghani 60.74
ALL Albania Lek 10.05
DZD Alperia Dinar 6.05
AQK Angola Adjusied Kwanza 1591
ARP Argentina Peso 125.65
AWG Asruba Florin 2.14
AUD Australia Dotllar 1.45
ATS Austria Schilling 26.31
BSD Bahamas Doliar 1.20
BHD Bahrain Dinar . 0.45
BDT Bangladesh Taka 917
3BD Barbados Dollar 2.46
BYB Belarus Ruble 5.7G
BEF Beigium Frane 75.63
BZD Retize Dollar 2.40
BMD Bermuda Doltar .20
BTN Bhutan Ngultrum ' 1427
BQOP Botivia Boliviano 6056.02
BRC Brazil Real 2925.37
BND ' Brunei Darussalem Ringgir 2.60
BGL Bulgariz New Lev .27
BIF Burundi Franc 147.49
KHR Cambodia Riel 480
CAD Canadian Dollar 1.60
OVE Cape Verde Escudo 1G7.15
YD Cayman Islands Dollar 1.60
XOF CFA Franc BCEAD 573.64
XAF CFA Franc BEAC 573.64
CL.P Chitean Peso 136.71
CNY China Yuan Renmimbi 3.26
Ccop Colombian Pese £29.80
KMF Comores Franc 573.64
CDF Congo  Democratic Republic 6.31

Franc
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CODE

CRC
HRK
Cup
CYP
CZK
DKK
DIF
DOP
ECD
ECS
EGP
SVC
ERN
EEK
ETB
EUR
FIM
FRF
XPF
GMD
DEM
GHC
GRD
CTQ
GNF
GYD
HTG
HNL
HKD
HUF
15K
INR
IDR
IRR
QD
IEP
NSH
ITL
IMD
Py

- I0D
KZT

NAME

Costa Rican Colon
Croatia Kuna

Cuba Peso

Cyprus Pound
Czech Republic Koruna
Denmark Krone
Djibouti Franc
Dominican Republic Peso
East Caribbean Dollar
Ecuador Sucre
Egyptian Pound

£l Salvador Colon
Eritrea Nafka
Estonia Kroon
Ethiopia Birr

Euro

Finnish Markka
French Franc
French Pacific Territories Franc
Gambiz Dalasi
Deutsche Mark
Ghana New Cedi
Greek Drachma
Guatemalan Querzal
Guinea Franc
Guyana Dollar
Haiti Gourde
Honduran Lermpira
Hong Kong Dollar
Hungary Forint
iceland Krona

fndia Rupee
Indonesia Rupiah
fran Rial

fraq Dinar

Trish Punt

New Isracli Shekel
italian Lira
Jamaica Dollar
Japanese Yen
Jordanian Dollar

Kazakhstan Tenge

-G2 .

EXCHANGE RATE TO
SETTLEMENT CURRENCY
531.72
217.94°
£07
0.76
8.75
13.53
213.34
3.42
3.24
79.93
.46
3.00
2,52
(.90
2.52
1.55
.73
11.47
208,60
4.98
3.75
45.80
153.65
.20
300.03
4.50
6.00
2.40
9.39
60.60
40.77
1454
1274.82
112,18
0.37
121
547.67
2307.17
5.14
299.02
0.49
0.90
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CODE

KES
KWD
KGS
LAK
LVL
[.BP
LSL
LRD
LYD
LTL
LUF
MOP
MGA
MWK
MYR
MVR
MTP
MRO
MUR
MXP
MDL
MNT
MAD
MZM
MMK
NAD
NPR
ANG
NLG
NZD
NIC
NGN
NOK
OMR
PKR
PAB
PEN
PHP
PLZ
PTE
QAR
KPW

NAME

Kenyan Shilling

Kuwait Dinar
Kyrgyzstan Som

Laos Kip

Latvia Lat

Lebanese Pound
Lesotho Losi

Liberia Dotlar

Libyan Dinar
Lithuania Lia
Luxembourg Franc -
Macau Pataca
Madagascar Ariary
Malawi Kwacha
Malaysian Ringgit
Maldive Islands Rufivaa
Malta Lira

Mauritania Qugiyaa
Mauritius Rupee
Mexico MNew Peso
Moldova'leu

Mongolia Tugrik
Marocezn Dirham
Mozambique Metical
Myanmar {(Burma) Kyat
MNarmibia Dollar

Nepal Rupee
Netherlands Antilles Gulden
Dutch Guilder

-New Zeaiand Dollar

Nicaraguan Cordobz
Nigerian Naira
Norwegian Krone
Omani Rial
Pakistani Rupee
Panama Balboa

Peru New Sol
Philippines Peso
Poland Zloty
Portuguese Escudo
Qatari Rival
Republic of Korea Won

293 -

EXCHANGE RATE TO
SETTLEMENT CURRENCY
(7.97
0.36
0.90
129,64
0.90
g.72
2.15
1.2G
0.36
0.90
75.63
8.68
796.23
1.82
2.90
8.46
0.59
81.20
17.70
241.52
5.70
4.35
1i.06
53.43
9.41
2.15
19.91
2.4
422
2.49
396.13
0.98
10.80
0.41
17.50
1.20
5149.72
22.05
150.11
196.87
4.37
985.05
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CODE

RON
RUIR
RWE
‘§TD
SAR
SCR
SLL
5GD
SKK
SIT
S0OS
ZAR
ESP
XDR
LKR
SDP
SRD
57L
SEK
CHF
SYP
TWD
118
TZS
THB
TTD
TND
TRL
TMM
UGS
UAH
AED
UsD
UYN
vuv
VEB
YND
YDD
YER
ZMK
ZWD

NAME

Romania New Leu
Russia Ruble

Rwanda Franc

Sac Tome and Principe Dobra
Saudi Rival

Seychelles Rupee
Sierra Leone Leone
Singapore Dollar
Slovakiz Korun
Siovenia Tolar
Somalia Shilling

South Africa Rand
Spanish Peseta

Special Drawing Rights
Sri Lanka Rupee
Sudenese Pound
Suriname Dollar
Swazitand Lilangeni
Swedish Krona
Switzerland Franc
Syriz Pound

Taiwan Doliar
Tajikistan Somoni
Tanzania Shilling

Thai Baht

Trinidad and Tobago Dollar
Tunisian Dinar
Turkish Lira
Turkmenistan Manat
Uganda Shilling
Ukraine Hryvnia
United Arab Emirates Dirham
United States Dollar
Uruguay Peso

Vanuaty Vatu
Venezuela Bolivar Fuente
Viet Nam Dong
Yemen Dinar

Yemen Rial

Zambia Kwacha
Zimbabwe Dollar

. G4 -

EXCHANGE RATE TO
SETTLEMENT CURRENCY
28,33
0.0
123.29
55.00
4.32
8.79
3.0
2.60
8.75
21794 .46
21.08
2.15
209.65
j.22
3118
.56
214
215
10.55
3.07
4.71
47.08
570
2149
27.63
2.88
(.99
505.45
5.70
484 .96
0.99
4.4]
F.20
712
12101
13.67
12.77
8.41
7.02
235
1.70
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APPENDIX H
CURRICULA VITAE OF SCHEME ACTUARY AND ACTUARIAL ADFUDICATOR

Simon Sheaf - Scheme Actuary

Simon s a direclor in the actuarial practice of Grant Thornton's Financial Markets Group.
Simon has worked in. and consulted to, the general insurance industry for 17 years. He
specialises in advising clients in the general insurance industry: his clients have included
insurance companies. reinsurance companies. Lloyd's of London, Lloyd's managing agencies,
insurance industry bodies, and other commercial organisations.

Simon obtained an MA in mathematics from Oxford University in 1998, and became a Fellow
of the Insiitute of Actuaries in ]993.

Prior 1o joining Grant Thornten in 2006, Simon was Head of the Actuarial Department at St
Paul Travelers Insurance Company lLimited. Before that he was a senior consultant in the
general insurance division of Tillinghast - Towers Perrin.

His extensive experience includes valuations of insurance labilities (inciuding those in respect
of long 1il, asbestos. poliution and health hazard exposures), due diligence exercises for
mergers and acquisitions, design and construction of complex financial models including
modelfing the resuits of insurance companies and capital assessment models. Tisk identification
and quantitication, strategic reviews of insurance operations. provision of strategic advice to
senior management, design and implementation of management information  systems,
application of business planning processes, raling of portfolios of insurance risks, reviews of
rating adequacy, design and construction of pricing models, pricing of individual insurance
risks. review and design of reinsurance programmes, independent expert assignments, and

valuation of capital projects.
Steve Matthews - Actuarial Adjudicator

Steve Mathews is an Actuary and Director &t EMB Consuitancy LLP. To date, his career has
been exclusively in non-life insurance with particular speciatisation in the London [nsurance

Market.

Steve graduated from Brisol University in 1993 and attained the Fellowship of the Instiuste of

Actuaries in 1999,

Steve has extensive experience of valuating and commuting long tail and latent clients in the
London insurance and reinsurance market and has assisted UK industrial companies to value
their liabilities in respect of furure asheswos related liabiiities,

Steve has provided advice fo insoivent industrial companies and insurance companies in
relation 1o US and UK asbestos issues and has developed a sophisticaied model to project
future asbestos ciaims under the UK Employers' Liabilities policies. He has also provided
reserving and commuutation advice in relation to ART disputes and the Accident and Health
market of the late 1990s.

.95 -
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Steve provides reserving, [CA and strategic advice o 3 number of Llovd's Syndicates and
Landon Market companies and is a holder of the Lioyd's Syndicates Practising Certificare. He
atso provides pricing advice to & number of London Market entities and is a member of the

London Market Actuaries Group,

Crther work that Steve has performed includes:
+  Special reserving projects for London Market companies
»  Ajlocation of IBNR to inward policies
¢ Agalysis of asbestos, pollution and health hazard Habilities

e Rejnsurance recovery stmulations for IBNR

»  Anaiysis of reinsurance bad debt

Steve has spoken at seminars and conferences on msurance (opics. has written articles for
the insurance press and has served on Institute of Actuaries working parties.
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APPENDIX |

DOCUMENTS AVAILABLE FOR INSPECTION

The documents listed below are available for ingpection during normal business hours at the

iocations listed below:

-3

4.

Memorandum and Articles of Association of the Company.
Petition for the winding up of the Company dated 17 Ociober 1984.

Order appointing Ipe Jacob as Liquidator dated & July 2063 and Order appointing
Richard Graham White as Liquidator dated 31 July 2003.

Practice Statement [etter dated 29 Ocrober 2007.

Locations at which the above documents are available for inspection:

Grant Thornton UK LLP

30 Finsbury Square
London
EC2P 2YU

Contact name; Edward Walker or Christopher Farmer
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APPENDIX J
GLOSSARY

{n the Scheme. uniess the comext otherwise requires or otherwise expressly provides, the
following expressions shall bear the meanings set opposie them:

“Actuarial Adjedicator” Sieve Mathews of EMB Consultancy LLP as the initial Actuarial
Adjudicater and such other person oF persons as may be appoimed as & SUCCESSOr Of an
alternate (o an Actuarial Adjudicator pursaant 1o Part 7.

* Admissible Interest’ any imerest for which a Scheme Creditor is entitled to prove in the
liquidation of the Company under the Applicable fnsolvency Law,

"Agreed Liability” any Scheme Claim where Hability and quantum had beer agreed by or on
helbalf of the Liquidators prior to the Effective Daie but which, for whatever reason including,
hut not jimited to, the lack of camplete details of the name and acdress of the Scheme
Creditor concerned or the absence of any agreement in relation to set-off under Clause 2.5 has
aot, as at the Effective Date, been formally admitted o proof in the liquidation of the

Company;

*Applicable Insolvency Law" the law refating to the winding-up of insolvent companies in
the Companies Act 1948 of England and Wales and the rules made thereunder;

"Bar Date” 11.59 pm (Greenwich Mean Time) on 31 December 2008 or, if that day is less
than 130 Business Days after the Effective Date. 11 .59 pm (Greenwich Mean Time) on the
day falling 130 Business Days atier the Effective Date. Notwithstnding that if the relevant
date falls on 2 weekend or public holiday in Engiand or the Unued States of America, the Bar
Date shail be 11.39 pm (Greenwich Mean Time) on the first common working day thereafter:

"Business Day" a day (other than a Sawrday or Sunday) on which the relevant financial
markets are open for dealings berween banks in London; '

"Claim Form" a claim form as is referred o in Clause 7.5.5 and in substamively the same
form as appears i Appendix E to the Scheme, which wiil be sent or made availabie to
Scheme Creditors by the Effective Date:

“Claim Form Guidance Notes” the guidance noles accompanying the Claim Form in
substantially the same form as appears in Appendix E to the Scheme:

“Companies Act”™ the Companies Act 1985 of Engiand and Wales;

"Company" Pacific & General Insurance Company Limited {in Liguidation) {incorparated in
Engiand and Wales under e Compuanies Act 1948 and 1976 with regisiered number

0UB43018);

"Committee of Inspection” the members from time © ime of the Commitee of inspection
appointed pursuant to the Applicable Insclvency Law:

»Couri” the High Court of Justice in England;
.08 -
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"Delegate” any person 0 whom the Liquidators may delegate any of their functions and

pawers under Clause 3.2.2(j%

“Effective Date” the date on which an office copy of the order sgnctioniag the Scheme shall
have heen delivered to the regisirar of companies in Engtand and Wales for registration in

accordance with Clause 9.1

"Employee” any partner in the same firm as a Liquidator. or.any individual emploved,
whether under a contract of service or a conract for services, by that firm or by any company
owned by that firm., who is employed by the Liquidators in accordance with Clause 5.2.2(g)
in connection with the condue: of their functions and powers under the Scheme:

"Fquitas Premium Indication” the notification received by a L,lu)}d‘s Syndicate of premium
payable by year of account of a Lioyd's Syndicate for the reinsurance by Equitas Reinsurance
Limited of all liabilities of that year of account or any year of account reinsured into thar year
of account under contracts of insurance and reinsurance allocated to the 1992 and Drior years
af account of Lioyd's Syndicates (other than life business):

“Hstablished Scheme Liability" a Hability of the Company which has become an Esiabiished

Scheme Liability under Pari 7 of this Scheme;

*Estimation Methodology " the methodology set out at Appendix F io the Scheme and applied
in accordance with Part 7. For the avoidance of doubt, the provisions of this Scheme shall
prevail in the event of any contlict between such provisions and Appendix F;

"fixpianatory Statement” the statement dated 25 March 2008 (and the appendices thereio)
explaining the effect of the Scheme. in compliance with section 426 of the Companies Act;

*Final Substantive Closure Distribution” the final substantive closure Payment Percentage
payable 1o any Scheme Creditor with an Esmblished Liability under the Seheme which is
likety to be paid when all Scheme Claims, other than those which are Suspended Scheme
Liabiliies, have been determined by agreement or. if necessary. adjudication under Part 7 of
the Scheme so as 1o become Established Scheme Liabiliues.

"Final Substantive Closure Distribution Date” means the date upon which the Final
Subsiantive Closure Distribution is paid to Scheme Creditors;

“FSCS" the Financial Services Compensation Scheme Limited (company number §3943048),
established pursuant to Part XV of the Financia! Services and Markets Act 2000 (being the
current statuiory successor (o the Policyholders Protection Board) and to include any stawlory

successor of it;

"Liahility" any Hability of a person. whether it is presen:, future. prospective or comtingent,
whether or not its amount is fixed or liguidated, whether or not it invelves the payment of
money and whether it arises ai common law, in equity or by statute, in England or in any
other jurisdiction, or in any other manner whatsoever, but such expression does not include
any lability which is barred by siawte or otherwise unenforceable or which would be
inadmissible in & liquidation of the Company: and, for the avoidance of doubt. the Cormpany

- 90 -
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will not have o lability for the purposes of the Scheme in respect of a claim under a contract
or policy where such contract or policy 8 void or, being voidable, has been duly avoided,

"Liquidation Expenses” all such costs. charges, expenses, disbursements and remuneration

as are referred to in Clause 9.2, 1:

"Liquidators” in the first instance, ipe Jacob and Richard Graham White. or such other
person as tmay be appointed as & Liguidatwor of the Company from (ime 1 tme:

"Lioyd's” the society incorporated by Lioyd's Act 1871 by the name of Lloyd's of One Lime
Sereet, Londan EC3M THA:

"Lioyd's Syndicate” a group of underwriting members of Lioyd’s o which a number is
assigned by the Council of Lioyd's, including where a Lloyd's Syndicate has received for a
year or years of sccount an Equitas Premium Indication and, in respect of such a group of
underwriting members of Lloyd's. where an Equitas Premium Indication was received in
respeci of one or more years of account the year or years of accounl which received an
Equitas Premium indication shall be treated as one Lioyd’s Syndicate;

“Non Insurance/Reinsurance Scheme Claim" a Scheme Claim which arises otherwise than
under a contract of insurance, reinsurance, retrocession or, for the avoidance of doubl, any

claim for brokerage,

"Notified Scheme Claim® a Scheme Claim, except a Projected Claim, contained on a Claim
Form duly submitted by a Scheme Creditor to the Liguidators in accordance with Clause 7.5.7
or. contained on a Voting Form submitted by a Scheme Creditor pursuant o Clause 7.5.9;

"Offset Scheme Creditor” any person whose overall Established Scheme Liability catculated
under Clauses 7.5.48 10 7.5.55 shows under Clause 7.5.48(f) 2 sum which is or which falls 1o

be treated as nii;

"Qutstanding Losses" any liability which is a Scheme Claim and which, at the Effective
Date. has been notified by a Scheme Creditor 1o the Liguidators bur which has not, at that
date, hecome an Agreed Liability;

“Outwards Outstanding Losses” any liability of a Scheme Creditor (as reinsurer or
retracessionaire) 1o the Company under a contract of reinsurance or retrocession which, at the
Effective Date has been notified by the Company or the Liquidators under the terms of the
relevant agreement but which has not, at that date, become an Owwards Unpaid Losses:

"Gutwards Unpaid Losses™ any liability of a Scheme Creditor {as reinsurer or
retrocessionaire) to the Company under a comtract of reinsurance or retrocession, the
obligation in respect of which was in exigience at the Petition Date which, as at the Effecuve
Date has been notified by the Company or the Liquidators under the terms of the relevant
agreement as due bul in respect of which liability and/or quanium has not ai that tme been
paid Dy the Scheme Creditor, together with any interest thereon as may be aliowed by Iaw

whensoever arising;
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"Outwards Projected Claim® any Hability of a Scheme Creditor (as reinsurer or
retrocessionaire) 1o the Company under a contract of reinsurance of retrocession which has
heen incurred but which has not been reported by the Company:

“Payment Percentage” in relation to an Established Scheme Liability, the percentage of such
Established Scheme Liability which is payabie by the Company from time to time under the
Scheme. as the same is from time 1o time set under Clause 3.1

“petition Date” 17 October 1984, being the date on which the winding-up petition was
presented in respect of the Company:

“Policyholders Protection Act” (without prejudice 1o references 1o the Policyholders
Protection Act as then or from time tO lime or at apy lime in force), the Policyholders
Protection Act 1975 of the United Kingdom as amended and in force on the Petition Dawe {but
incorporating also any amendment made afier that date which has effect in relation W 4
company which was a company in liquidation on or before that date):

“Preferential Claim” any claim against the Company which is a preferential claim under the
Applicable nsobvency Law,

“Proceeding” any action or proceeding including any judicial action, suit, demand,
arbitration, alternative dispute resolution, adjudication, mediation, seizure. distrait, forfeiture,
re-entry. execution or enforcement or judgment or any step taken for the purpose of creating

or enaforcing a lien;

“Projected Claim" a Scheme Claim m respect of 2 liability which has been incurred but
which has not been reperted by the relevant Scheme Creditor:

“Protected Liabiity" zny fiability of the Company in respect of which and to the extent (o
which the FSCS owes a duty under sections 6 w0 8 of the Policyholders Protection Act;

“protected Policyholder® in relation to a Protected Liability, any Creditor (o whom the
Company owes that Protected Liability and who. in addition, is eligible for protection under
section 16(9) of the Policyholders Protection Act.

"Review Date” the date upon which the Liguidators determine (o set or to revise the Payment
Percentage hereunder from (ime to lime, in consuitation with the Commitiee of Inspection;

"Scheme” this scheme of arrangement i its present form subject to any modification, term or
condition which the Court may thirtk {it to approve or impose in accordance with Clause 9.3;

“Scheme Actuary” Simon H Sheaf of Grant Thorntont UK LLP as the initial Scheme Actuary
and such other persom or persons as may be appointed as a SUCCessor of an alternaie o a

Scheme Actuary pursuant o Part 7.

“Seheme Adjudicator™ any such person as may be appoimied as & Scheme Adjudicator

pursuant 1o Part 7;
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“Geheme Claim” any claim against the Company in respect of a labitity 10 which the
Company was subject at the Pertition Daie or to which the Company became subject after the
Petition Date by reason of an obligation meurred betore that date and which is admissible o
proof i the winding-up of the Company but nat inciuding a Preferential Claim or a Protected
Liability save w0 the extent that the FSCS is entitled to a payment in respect of a Protected

Liability pursuant to Par: 4;

"Seheme Conflicts Administrator” such person as may be appointed 25 2 Scheme Cenflices
Administrazor in accordance with the provisions of the Scheme!

“Seheme Creditor” & creditor of the Company in respect of a Scheme Claim including any
Offset Scheme Creditors, any assignee of other person entitled to claim 1n succession to or in
substitation for any such Scheme Creditor in respect of the same Scheme Claim excluding, for
the avoidance of doubt. any Protected Policyholder but including, for the aveidance of doubt,
ihe FSCS in respect of the payments o he made pursuant 1o Part 4;

"Geheme Rate” the closing mid-market rate of exchange for the relevant currency in respect
of the Sterfing as quoted by the Financial Times on the Petition Date, details of which are
given ia the table at Appendix G o the Scheme;

"Sterling” the pound sterling in the lawful currency of the Umited Kingdom for the time
being, provided that in the event that any other anit of currency shall from time to time be the
lawful currency of the United Kingdom, references in the Scheme to and to payments being
wade under the Scheme in "Sterling", "Pound Sterling”, "GBP", and "£" shall be deemed to
refer to that currency at such rate of exchange from the Poungd Sterling as may be specified in

the legisiation introducing the new unit of currency;

“Submit” means duly to complete and submit 2 Claim Form (in accordance with the
instructions thereon) whether by facsimile, by electronic mail, or by post, and "Submitred”
and "Submitting" shali be construed accordingly;

"Sﬁpporting Information” 2l relevant information and docymemation (including the identity
of the Scheme Creditor concerned and, in the Case of Notified Scheme Claims. the Scheme
Creditor's own specific estimates of any tiabilities) o be supplied to the Liquidators in
accordance with Part 7 in support of Notified Scheme Claims and/or Projected Claims, as
required by the Ciatm Form and the Clatm Form Guidance Notes;

"Suspended Scheme Liability” any Ngtified Scheme Claim which, pursuant 1o Clause 7.5.39
(and subject to Clauses 7.5.40 1o 7.5 .46). the Licuidators have suspended from the procedure
for determining and quantifying Notified Scheme Claims as provided for in Part 7;

"Ultimate Sweep Up Distribution” a final Payment Percentage which the Liquidaiors may in
their discretion declare and pay to Scheme Crediitors, in the event that outstanding raasters
remain o be resolved following the payment of the Final Substantive Closure Distribution;

"Vatuation Date" 17 October 1984,
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“Voting Form™ a form and farm of proxy substantially in the same form 45 appears in
Appendix D o the Scheme which will be sent or made available to Scheme Creditors for ibe

purpose of votng at the Scheme Meeting; and

“Website” the website al www.gi-pandg.com.
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ANNEX 2
PACIFIC AND GENERAL INSURANCE COMPANY LIMITED - HE LIGUIDATION (PG}

COMSERVATION AGREEMENT ANALYSIS

Stenario

Funds held in Donservation arg returned for pensfit of Scheme creditors

ASSETS P&G Funds in hand
New York Liquidation Bureau - PEG in Conservation
teas estimated liguidation costs under the scheme

Tot P&G Aszets

LIABILITIES Scheme Total Agreed Unpaid and Outstanding fiabiiities
Scheme Total Agreed |BNR liabilities
Non Insurance abiliies .
Het Present Value Discount

Total discounted Scheme Habilitles

DIVIDEND Dividend payable 1o all scheme craditors

$
£,419,505
2,521,363

(1,610,380}

7,330,608

55,543,532
24081128
50,442

(50,215,728)

20432376

£0.25



FASIFIC ARD GENERAL INSURANCE COMPARY LIMITED ~ 1K LEQUIDATION (PRG)

COMSERVATION AGREEMENT ANALYSIS

Soenario 2

e York Liguidation Buroas (NYLE) retains he funds in Spnservaton for the benefiof US oreditors

US ASSETS

OTHER ASSETS

LIABILITIES

BPLIT OF US vs NON US
LIABILITIES

HOTPOTCH DF ASBETS

DIVIGEND - NON U8 CREDITORS

DIVIDEND - U5 CREDITORS

Niew Yok Lintddation Bureat; - PAS wr Sonservalion

Less additona ost of creditors proving

Lass estimated liguidation costs under tha sthema

hdditiena! cour applications - inked lo appitation of Hatchpat
New York Liguidation Bureao distibulion costs

Total US nsets avalublo for distibution i US crodiers

P3G Funds in hand

Joint Licuidators' costs for addhions! 24- thonth period reguired
to pay final divicend 53 result of NYLB retaining funds

Joirt Liguidatnrs' tees incurred in doaiing with indhvidual credilons
updats oo tatest position

Asditoral tosts incurred it desiing with ta Cregliors Commitios

Additienal-court Appli « Hrksd to appliication of iHotehpat

Ao costs mcurred o stoying the ligoidation
Gonfingoncy

Total vilser pssets avaiiatie tor distribution o ol creditors

Seneme Totad Agreed Linpain and Oulstonding Habities
Schami Total Agrees EBNR innilities

Nen tnsurance labiives

et Present Yaie Dizcount

Tota! discwintad Schamn ubithes

Torai Non US iabliites

Pan S linbilittes ss 8 % of tolat intliias
Total US latiiies

US Gabdiies 8% 4 Y of ol inbiies

Tenal discounted Scheme daplites

Totsl sther aseats avaiiable for oisiribution to ol Non U5 crediters
Tolai aiber assets available for disirivution to a1 U8 cradilars

Tt clher pesas avaiable oy Betibusion o el crediiers

hvarce raceivad by US crediors lrom NYLE

Tonah assols avalinble for Ssiibution o afl crodiors

Tets ansols avaliable for disirbution do Wory US credidnrs

Divitlent 1 Non US sredinns

Yol sssols svaikabio for distribution 1 US orediions

| pug - amounts mass avaltable 1o US srediors
froem NYLS

Adister fotal assols svatiable o distribution o US crediors

[vidaris 1 LS cradisots

3
251308
1161 0038)
{32,207}
{Bo,518}
(&02.5804

1.B45.012

6.419.605

{366,488)
(626,588

{32,207}
(112:725)
(402,500}
(845,430

[ER———
4.313.579

54,543,532
24,061 128

60,442
80,215,723

B.408.674
21T
23,000,702
Fe.23%

79.430, 378

805,485
328,084

& 113,570

1,287 1%

4851445

4, 845,012)

2R16.443

a0



Index No. 41406 Year 1988
SUPREME COURT OF THE STATE OF I\zEW YORK COUNTY OF NEW YORK.

In the Matter of
the Conservation of Trust Funds of

PACIFIC & GENERAL INSURANCE COMPANY LIMITED

JOHN PEARSON KELLY

Attorney for Superintendent of Insurance as Conservator

Office and Post Office Address, Telephorne

New York Liguidation Bureau
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presented for settlement to the HON. ong of the judges of the within named court, at
,on 2011 at

Dated:

Yours, efe.

JOHN PEARSON KELLY
Attorney for Superintendent of Insurance
as Conservator

Office and Post Office Address, Telephone
New York Liquidation Bureau
110 William Street
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