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1.1

1.2

INTRODUCTION

Interpretation

LL1

The definitions and other provisions relating to interpretation set out in
paragraph 2 below apply throughout this Scheme.

Parties involved in the Scheme

1.2.1

122

1.2.3

1.2.4

1.2.5

1.2.6

The Names are or were individual underwriting members at Lloyd's who
carried on non-life business at Lloyd's originally allocated to the 1992 and
prior years of account.

ERL was incorporated in England and Wales on 5 December 1995 and EL
was incorporated in England and Wales on 11 March 1996. Each of ERL and
EL is a "UK authorised person" as defined in Section 178(4) of FSMA,
currently with permissions, inter alia, to effect and carry out contracts of
general reinsurance in the UK under Classes of Business 1 to 18, as defined in
Part 1 of Schedule 1 to the Regulated Activities Order and authorised to carry
on such business on a services basis in all EEA States.

EPTI. was incorporated in England and Wales on 23 August 1996.

Newco was incorporated in England and Wales on 23 September 2008 and is a
"UK anthorised person" as defined in section 178(4) of FSMA, with
permissions, infer alia, to effect and to carry out contracts of general
insurance and reinsurance in the UK under Classes 1 to 18 as defined in Part 1
of Schedule 1 to the Regulated Activities Order and authorised to carry on
such business on a services basis in all EEA States. Its permission to effect
contracts of general insurance and reinsurance is limited to accepting the
Transferring Business under this Scheme.

EL is a wholly-owned subsidiary of ERL. ERL, EPTL and Newco are wholly-
owned subsidiaries of EHL and EHL is wholly-owned by the Equitas Trustees
(jointly) in their capacity as trustees of the Equitas Trust.

Lioncover was incorporated in England and Wales on 29 January 1987 and is
a "UK authorised person” as defined in Section 178(4) of FSMA, currently
with permissions, inter alia, to effect and carry out confracts of gemeral
reinsurance in the UK under Classes of Business 1 to 18, as defined in Part 1
of Schedule 1 to the Regulated Activities Order. Lioncover is a wholly-owned
subsidiary of Lloyd's.



1.3

Background

1.3.1

132

1.3.3

1.3.4

1.3.5

1.3.6

1.3.7

In September 1996, Lloyd's implemented a market restructuring through its
reconstruction and renewal plan ("Lloyd's R&R"). The primary objectives of
Lloyd's R&R were to stem market wide litigation through a settlement
arrangement; separate the 1992 and Prior Business from the ongoing business
conducted at Lloyd's; and provide Names with reinsurance to close in respect
of their Liabilities for the 1992 and Prior Business. This enabled Names with
no other years of account remaining open to resign their membership of
Lloyd's.

That teinsurance to close was achieved on 3 September 1996 through the
Equitas Reinsurance Coniract pursuant to which the Names' Liabilities in
respect of the 1992 and Prior Business were reinsured into ERL. ERL, in
turn, entered into the Equitas Retrocession Agreement with EL on the same
date pursuant to which it retroceded the Liabilities to EL.

As part of Lloyd's R&R, pursuant to the Lioncover Reinsurance Contract and
Centrewrite Reinsurance Coniract, ERL agreed to reinsure Lioncover and
Centrewrite, respectively, in respect of their Liabilities relating to the 1992
and Prior Business of the PCW Names and Warrilow Names.

The Initial Reinsurance Contracts and the Lioncover Reinsurance Contract are
the only contracts of reinsurance entered into by ERL in respect of which
Liabilities have been retroceded to EL uoder the Equitas Retrocession
Agreement,

Lloyd's R&R also provided for the establishment of EPTL whose primary
purpose is to hold on trust the rights of the Names as reinsureds under the
Equitas Reinsurance Contract, for the benefit of the holders of the Relevant
Policies.

On 10 November 2006 EL, EHIL and RMSL entered into the NICO
Retrocession Agreement with NICO under which EL retroceded to NICO its
Liabilities under the Equitas Retrocession Contract.

Under the NICO Retrocession Agreement, NICO agreed to make available
additional reinsurance of up to USD1.3 billion upon a transfer from Names 0
Newco of the Transferring Business becoming effective, subject to a Court
sanctioning the transfer on or prior to 31 December 2009 and payment by EL
to NICO of an additional premium.



1.4

Scheme

1.4.1

1.4.2

143

1.4.4

1.4.5

1.4.6

1.4.7

1.4.8

In order to tramsfer from the Names their Liabilities to Policyholders in
respect of the 1992 and Prior Business, EL, ERL and Newco have agreed,
with the consent of the Equitas Trustees, to trausfer the Transferring Business
to Newco,

EL has authority to act on behalf of the Names. Under the Equitas
Reinsurance Contract, the Names irrevocably appointed ERL to assume
exclusive responsibility for the run-off of the 1992 and Prior Business with a
general power to conduct the run-off as agent of the Names in its absolute
discretion. Under the Lioncover Reinsurance Contract ERL was given a
similar appointment with respect to the run-off of the business of the PCW
Syndicates. Under the Equitas Retrocession Agreement ERL delegated such
authority and powers to EL. Pursuant to the Lloyd's Order, on 24 September
2008 the Council certified that EL has authority to act on behalf of the Names
for the purposes of this Scheme.

At the date of the NICO Retrocession Agreement, it was not possible under
Part VII of FSMA and the Lloyd's Order to transfer the 1992 and Prior
Business of the Names who had ceased to be underwriting members of
Lloyd's prior to 24 December 1996. FSMA and the Lloyd's Order have since
been amended so as to permit a transfer of the 1992 and Prior Business of
such Names.

The Transferring Business will trapsfer to Newco in accordance with this
Scheme and by virtue of the Order.

Following implementation of this Scheme, the Names will not carry out as
principal any Relevant Policies, except as provided in this Scheme.

RMSL (formerly known as Equitas Management Services Limited) currently
provides operational functions in relation to the Transferring Business and will
continue to do so following irmplementation of this Scheme.

In order to ensure that following the transfer the Transferring Policyholders
benefit from a similar level of protection in respect of the Equitas Reinsurance
Obligation as is currently available, EPTL, EL, ERL and Newco have agreed,
with the consent of the Equitas Trustees, to effect certain amendments to the
EPTL Trust Declaration pursuant to this Scheme.

Lioncover's business consists solely of the PCW Reinsurance Contracts. EL,
ERL, Newco, Lloyd's and Lioncover have agreed to simplify the reinsurance
structure in respect of the 1992 and Prior Business of the PCW Names by
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1.5

1.4.9

1.4.10

Scheme

1.5.1

1.5.2

removing Lioncover from the reinsurance chain. In orxder to achieve this,
pursuant to this Scheme, after the rights and obligations of the PCW Names
under the PCW Reinsurance Contracts have transferred to Newco as part of
the Transferring Business, Lioncover's rights and obligations as reinsured
under the Lioncover Reinsurance Contract will transfer to Newco (so that
Newco becomes directly reinsured by ERL in respect of the 1992 and Prior
Business of the PCW Names) and immediately thereafter the PCW
Reinsurance Contracts will terminate.

As the financial support provided through the Lioncover Bord will cease to
benefit policyholders of the PCW Syndicates upon termination of the PCW
Reinsurance Contracts, Lloyd's has undertaken, on the terms of the Lioncover
Substitute Undertaking, to pay the claims of policyholders of the PCW
Syndicates in the event that Newco fails to meet its Liabilities. This
undertaking has been given to EPTL, who will hold it on trust for the benefit
of the policyholders of the PCW Syndicates.

Each of EHL, ERL, EPTL, RMSL, the Equitas Trustees, Lioncover and
Lloyd's has agreed to appear by Counsel on the hearing of the claim to
sanction this Scheme and to undertake to be bound thereby and to do all such
acts and things as may be necessary or expedient to be executed or done by it
for the purposes of giving effect to this Scheme.

structure

Paragraphs 3 to 7 set out ihe terms for the transfer of the Transferring -
Business to Newco.

Paragraphs 8 to 11 set out the necessary amendments to the Equitas
Reinsurance Contract, Lioncover arrangements, Centrewrite arrangements and
the EPTL, Trust Declaration.

INTERPRETATION

In this

Scheme, unless inconsistent with the subject or context, the following

expressions bear the meanings respectively set opposite them:

1992

and Prior all Liabilities under Policies underwritten at Lloyd’s

Business" (other than life business) and originally allocated to the

1992 year of account or any earlier year of account
including any such Liabilities reinsured to close into
the 1993 year of account or any later year of account,
but excluding any Liabilities re-signed, or re-allocated
pursuant to a premium transfer, into the 1993 year of

4.



"Asset" or "Assefs"

"Books and Records"

"Centrewrite"”

"Centrewrite Reinsurance
Contract"

"Closed Year Syndicate"

"Council"

"EEA State"

"Court"

account or any later year of account;

any assets, property, rights or powers of any kind or
description, wherever located, whether real, personal
or mixed, tangible or intangible, present or future,
actual or contingent, that are owned, leased or licensed
including all rights, benefits and powers under any
contract and all rights, claims and powers against any
third party;

all information prepared or maintained in respect of the
Transferring Policies, including policy slips, policy
wordings, underwriting cards, certificates of insurance,
policy remewal or cancellation documents, claims
information, reserving docurnentation, reinsurance
information, facultative and treaty  outwards
reinsurance wordings, and all correspondence relating
thereto and all books of account, financial information,
investment records and other records (however stored,
including in electronic format};

Centrewrite Limited, a limited company registered in
England and Wales with registered number 02551468,
whose registered office is at Council Secretariat,
Lloyd's of Londom, 1 Lime Street, London EC3M
THA;

the reinsurance contract enfered into by ERL on 7
February 1997 pursuant to which ERIL agreed to
reinsure and indemnify Centrewrite in respect of its
Liabilities under the Warrilow Reinsurance Contracts;

any syndicate constituted for the 1992 or any prior year
of acconnt which has been reinsured to close either
directly or indirectly into a Syndicate, Centrewrite or
Lioncover;

the Council of Lloyd's, its delegates and any persons
by wiom it acts;

the meaning given in FSMA;

the High Court of Justice in England and Wales;

-5.



"E&Q Companies”

"E&O Companies
Reinsurance Contract”

"E&O Policy"

"Effective Date”

||EL L

n E}H) "

"Encumbrance”

|IEPTLIE

"EPTL
Declaration”

Trust

the meaning given in the E&O Companies Reinsurance
Contract;

the reinsurance contract entered into by ERL on 3
September 1996 pursuant to which ERI agreed to
reinsure and indemnify the E&O Companies in relation
to all Liabilities under the E&O Policies in respect of
the 1992 and Prior Business;

the meaning given in the E&O Companies Reinsurance
Contract;

the time and date when this Scheme will become
operative in accordance with paragraph 14;

Equitas Limited, a limited company registered in
England and Wales with registered number 3173352,
whose registered office is at 33 St Mary Axe, London
EC3A 8LL;

Equitas Holdings Limited, a limited company
registered in England and Wales with registered
number 3136296, whose registered office is at 33 St
Mary Axe, London EC3A 8LL;

any charge, pledge, security assignment, lien, option,
restriction, right of first refusal, right of pre-emption,
third party right or interest, any other encumbrance or
security interest of any kind and any other type of
preferential arrangement (including title transfer and
retention agreements} having & similar effect;

Equitas Policyholders Trustee Limited, a limited
company registered in England and Wales with
registered number 3243970, whose registered office is
at 33 St Mary Axe, London EC3A 8LL;

the declaration of trust by EPTL dated 3 September
1996 pursuant to which EPTL agreed to hold, inter
alia, the rights of the Names in respect of the Equitas
Reinsurance Obligation on trust for the benefit of
policyholders of 1992 and Prior Business reinsured
under the Equitas Reinsurance Contract;

- 6-



"Equitas Reinsurance
Contract”

"Equitas Reinsurance
Obligation"”

"Equitas Retrocession
Agreement”

"Equitas Trust"

"Equitas Trust Deed"

"Equitas Trustees"

IIERL"

"Excluded Policies”

the reinsurance contract entered into by ERL on 3
September 1996 pursuant to which ERL agreed to
reinsure and indemnify the Names in respect of the
1992 and Prior Business and was appointed by the
Names to assume responsibility for the run-off of the
1992 and Prior-Business;

the obligation of ERL to reinsure and indemnify the
Names under clause 3 of the Equitas Reinsurance
Contract;

the retrocession contract entered into by EL on 3
September 1996 pursuant to which ERL retroceded to
EL its Liabilities under the Initial Reinsurance
Contracts and Lioncover Reinsurance Contract and
delegated to EL responsibility for the run-off of the
business reinsured under the Initial Reinsurance
Contracts and Lioncover Reinsurance Coniract;

the trust constituted by the Equitas Trust Deed;

the trust deed entered into by Lloyd's, the Original
Equitas Trustees, EHL and EL on 3 September 1996
pursuant to which the Equitas Trustees agreed to
exercise the rights and powers attaching to the shares
of EHL with a view to protecting and furthering the
interests of the Names in their capacity as reinsureds
under the Equitas Reinsurance Contract;

the trustees from time to time of the Equitas Trust,
being at the date of this Scheme Sir Adam Nicholas
Ridley, Michael Eunan McLarnon Deeny, Gordon
David Gilchrist and Richard Brett Spooner;

Equitas Reinsurance Limited, a limited company
registered in England and Wales with registered
number 3136300, whose registered office is at 33 St
Mary Axe, London EC3A 8LL;

those Relevant Policies under which amy Liability
remains unsatisfied or outstanding at the Effective Date
and which the Court determines not to transfer by
virtue of the Order, together with the rights, benefits,
powers and Liabilities of the Names under such

-7-



lIFSA"

"FSMA"

Collateral
Reinsurance Contract"

"HMinois

"Initial
Contracis”

Reinsurance

"Liability"

"Lioncover"

"Lioncover Bond"

“Lioncover Reinsurance
Contract”

Policies;

the UK Financial Services Authority or any successor
UK regulatory authority of insurance and/or
reinsurance COMpAnies;

the Financial Services and Markets Act 2000;

the reinsurance contract entered into by ERL on 3
September 1996 pursuant to which ERL agreed to
reinsure and indemnify the Names of certain
Syndicates or Closed Year Syndicates in relation to
certain of their Liabilities in Illinois in respect of 1952
and Prior Business;

the Equitas Reinsurance Contract, the Centrewrite
Reinsurance  Contract, the E&QO  Companies
Reinsurance  Contract, the Illinois Collateral
Reinsurance Comtract and the PSL Companies

Reinsurance Contract;

any debt, liability, duty or obligation of any kind or
description (whether direct or indirect, absolute or
contingent, accrued or unaccrued, liquidated or
unliquidated or due or to become due), including all
costs and expenses relating thereto;

Lioncover Insurance Company Limited, a limited
company registered in England and Wales with
registered number 02094618, whose registered office is
at Council Secretariat, Lloyd's, 1 Lime Street, London
EC3M THA;

the bond dated 26 May 1987 pursuant to which Lioyd's
has agreed to provide certain financial support to
Lioncover to ensure that Lioncover is able to meet its
Liabilities as they fall due;

the reinsurance contract entered into by ERL on 18
December 1997 pursuant to which ERL agreed to
reinsure and indemnify Lioncover in relation to all
Liabilities in respect of contracts of insurance
underwritten at Lloyd’s by the PCW Syndicates and to
administer the run-off of all such business, which

-8-



"Lioncover Substitute

Undertaking"

"Lloyd's"

"Lloyd's Order”

"Names"

"Names Reinsurance

Contracts”

"Newco"

|INICO"

"NICO
Agreement”

Retrocession

"Order"

contract is an "Additional Reinsurance Contract” for
the purposes of the Equitas Retrocession Agreement;

the deed of undertaking given by Lloyd's pursuant to
which Lloyd's has undertaken, with effect from the
Effective Date and subject to the terms and conditions
set out therein, to pay the claims of policyholders of
the PCW Syndicates in the event that Newco fails o
meet its Liabilities;

the Society incorporated by the Lloyd's Act 1871 by
the name of Lloyd's of One Lime Street, London
EC3M THA,;

the Financial Services and Markets Act 2000 (Control
of Transfers of Business Done at Lloyd's) Order 2001;

the underwriting members and former underwriting
members of Lloyd’s comprising the Syndicates and
Closed Year Syndicates, in their capacity as members
of such syndicates;

the Equitas Reinsurance Contract, PCW Reinsurance
Contracts and Warrilow Reinsurance Contracts;

Equitas Insurance Limited, a
registered in England and Wales with registered
number 06704451, whose registered office is at 33 St
Mary Axe, London EC3A 8LL;

limited company

National Indemnity Company, a company incorporated
in the State of Nebraska, whose registered office is at
3024 Harvey Street, Omaha, Nebraska, USA 68131;

the retrocession contract emtered into by NICO, EL,
EHL and RMSL on 10 November 2006 (as amended
by the Retrocession and Run-off Amendment
Agreement dated 4 March 2007) pursuant to which EL
retroceded to NICO its Liabilities under the Equitas
Retrocession Agreement and delegated to RMSL
responsibility for the conduct of the run-off of such
business as sub-agent of the Names;

an order made by the Court pursuant to Section 111(1)

-9-



"QOriginal Centrewrite
Parties"

"Original Lioncover
Parties"

"QOriginal RROC Parties"

"Original Equitas
Trustees"

"Quiwards Reinsuraoce
Contracts”

"PCW Names"

"PCW
Contracts”

Reinsurance

"PCW Syndicates"

"person”

of FSMA sanctioning this Scheme and any order
(including any subsequent order which is ancillary
thereto) in relation to this Scheme made by the Court
pursuant to Section 112 of FSMA;

the persons who entered into the Centrewrite
Reinsurance Contract on 7 February 1997,

the persons who entered into the Lioncover
Reinsurance Contract on 18 December 1997,

the persons who entered into the Equitas Reinsurance
Contract on 3 September 1996;

the initial trustees of the Equitas Trust, being Sir Adam
Nicholas Ridley, Christopher Hiley Ludlow Bathurst
Third Viscount Bleddisloe QC, Michael
McLarnon Deeny, John Patrick Desmond Heyward,
John Boyce Mays, Colin Keith Murray and Richard
Brett Spooner;

Eunan

the Names Reinsurance Comntracts and Syndicate
Reinsurance Contracts;

the underwriting members and former underwriting
members of Lloyd's comprising the PCW Syndicates,
in their capacity as members of such syndicates;

the reinsurance contracts entered into on 17 July 1987
(as novated on 6 October 1999) pursuant to which
Lioncover agreed to reinsure and indemnify the PCW
Names in relation to all Liabilities under Policies
underwritten at Lloyd's through the PCW Syndicates;

each of the syndicate years of account listed in
Schedule 3 to the Lioncover Reinsurance Contract and
any syndicates reinsured to close either directly or
indirectly into any of those syndicates;

any natural person, general or limited partnership,
corporation, limited liability company, limited liability
partoership, firm, joint venture, joint stock company,
trust, unincorporated organisation, association or
organisation or other legal entity;

-10 -



"Policy" and
"Policyholder"

"Proceedings”

"PS1. Companies"”

"PSL Companies
Reinsurance Contract”

"Regulated Activities
Order"

“reinsurance to close"

"Relevant Policies"

the meanings ascribed to "policy” and "policyholder”
by the Financial Services and Markets Act 2000
(Meaning of "Policy” and "Policyholder") Order 2001
(8.1. 2001/2361), including for the avoidance of doubt,
treaties, facultative certificates, binders, binding
quotations, slips and other contracts of insurance,
reinsurance or retrocession;

any action or other legal or administrative proceedings
or step (whether direct or indirect, by way of a claim,
demand, legal proceedings, execution of judgement,
arbitration, complaint or otherwise) including:

(@) arbitration;
(b  mediation;

(¢)  any other dispute resolution procedure (whether
or not it involves submission {0 any court);

(d) any judicial, quasi-judicial, administrative or
regulatory review or process; and

(¢&)  any complaint or claim to any ombudsman;

the meaning given in the PSL Companies Reinsurance
Contract;

the reinsurance contract entered into by ERL on 3
September 1996 pursuant to which ERL agreed to
indemnify the PSL Companies in respect of certain
personal stop loss Liabilities;

the Financial Services and Markets Act 2000
(Regulated Activities) Order 2001 (S.1. 2001/544);

the meaning given to it in the Definitions Byelaw (No 7
of 2005) and "reinsured to close” and similar terms
shall be construed accordingly;

all Policies {other than Policies of long-term insurance)
effected or carried out at Lloyd's by or on behalf of
any of the Names as insurer, reinsurer or
retrocessionaire (including all supplements,
endorsements and riders thereto and all ancillary

-11 -



"Residual
Provisions"

Lioncover

"Residual Policies"”

"Residual

Provisions"

RROC

"Retained Policies"

"RMSL"

"RROC
Rights"

Reinsurance

agreements in connection therewith) and originally
allocated to the 1992 year of account or amy earlier
year of account, excluding any such business re-
signed, or reallocated pursuant to a premium transfer,
into the 1993 year of account or any later year of
account;

clause 6 (Adjustment of Premium Obligation), clause
11 (Lioyd's Guarantee and Indemnity), clause 7
(Warranties as to Information), clause 13.4(f) (ERL's
Maintenance of Books and Records and access thereto)
and clause 20.2 (Variation of this Agreement or the
Reinsurance Comtract) of the Lioncover Reinsurance
Contract;

the Excluded Policies and, pending the taking of all
necessary steps for securing that the transfer of the
relevant Policy to Newco is fully effective under the
Order, the Retained Policies;

clause 2 (Conditions), 3.11 (Underwriting Decision),
clause 5 (Consideration), clauses 6.1-6.5, 6.8-6.10,
6.13, 6.15 and 6.16 (Additional Consideration), clause
7 (Segregated Account), clause 8 (Refurn Premium),
clauses 11, 12 and 13 (Interim Provisions), clause 15.2
(Books and Records), clause 18 (Currency of
Paymeny), clause 19 (Consequences of Termination)
clause 22.2 (Notices), clause 24 (Costs) and clavse
25.2 (Service of Process) and Schedules 4
(Consideration) and 5 (Return Premium) of the Equitas
Reinsurance Contract;

any Relevant Policy in respect of which the Order
requires further steps be taken to make its transfer to
Newco fully effective;

Resolute Management Services Limited, a limited
company registered in England and Wales with
registered number 03136297, whose registered office is
at 33 St Mary Axe, London EC3A 8LL;

the right, title and interest of the Names in relation to
the Equitas Reinsurance Obligation;

-12 -



"Scheme"

"Shared Amended
Centrewrite Provisions"

“"Shared Amended
Lioncover Provisions"

"Shared Amended RROC
Provisions"

"Shared Centrewrite
Provisions"
"Shared Lioncover
Provisions”
"Shared RROC
Provisions”

"Shared Unamended
Centrewrite Provisions"

"Shared Unamended
Lioncover Provisions"

"Shared Unamended
RROC Provisions"

this scheme in its original form or with, or subject to,
any modification or addition thereto;

clause 16 (Nosices) and the definitionr of "Insurance
Creditors” in  Schedule 1 (Definitions and
Interpretation) of the Centrewrite Reinsurance
Contract;

clause 19 (Notices) and the definition of “"Insurance
Creditors" in  Schedule 1 (Definifions and
Interpretation) of the Lioncover Reinsurance Contract;

clause 1 (Definitions and Interpretation), clauses 4.6
and 4.10 (Declaration of Trust), clauses 6.6, 6.7,
6.11, 6.12 and 6.14 (Additional Consideration), clause
S (Run-off), clause 14 (Further Assurance), clauses
15.3 and 15.4 (ERL's maintenance of Books and
Records), clause 22.1 (Notices) and clause 25.1
(Governing Law and Jurisdiction) and certain
definitions in Schedule 2 (Definitions and
Interpretarion) of the Equitas Reinsurance Contract;

the Shared Amended Cenirewrite Provisions and the
Shared Unamended Centrewrite Provisions;

the Shared Amended Lioncover Provisions and the
Shared Unamended Lioncover Provisions;

the Shared Amended RROC Provisions and the Shared
Unamended RROC Provisions;

clause 1 (Definitions and Interpretation), clause 14
(Waiver), clause 15 (Invalidity), clause 17 (Variation)
and clause 19 (Governing Law and Jurisdiction) of the
Centrewrite Reinsurance Contract;

clause 1 (Definitions and Interpretation), clause 17
(Waiver), clause 18 (Invalidity), clause 20.1 (Variation
of this Agreement or the Reinsurance Contract) and
clause 22 (Governing Law and Jurisdiction) of the
Lioncover Reinsurance Contract;

clause 4.9 (Declaration of Trust), clause 6.17
(Syndicate Reinsurance), clause 17 (Confidentiality),

-13-



"Subsequent Transfer
Date"

“syndicate”

"Syndicate"

"Syndicate Reiosurance
Contracts"

ﬂTaXII, !'Itaxll, |ltaxati0n"

clause 20 (Waiver), clause 21 (Invalidity), clavuse 23
(Variation) and Schedule 1 (The Syndicates) of the
Equitas Reinsurance Contract;

in relation to any Residual Policy, any date after the
Effective Date on which such Residual Policy is
transferred (o Newco, including:

(@)  in respect of any Retained Policy, the date on
which the further steps required to be taken
under the Order have been taken; and

(b)  in the case of an Excluded Policy, the date on
which the transfer of all rights, titles, interests
in and obligations under such Policy is fuily
effective in the UK;

a group of underwriting members of Lloyd's, to which
a particular number is assigned by or under the
authority of the Council, for whose account an active
underwriter accepted or accepts insurance business at
Lioyd's;

each of the syndicate years of account listed in
Schedule 1 of the Equitas Reinsurance Coniract;

in respect of any Syndicate or Closed Year Syndicate,
those reinsurance contracts (excluding the Names
Reinsurance Contracts and the reinsurance to close of
any Closed Year Syndicate) taken out by the Syndicate
or Closed Year Syndicate and those which enure to the
benefit of the Syndicate taken out by other syndicates
or any Closed Year Syndicate reinsured to close, either
directly or indirectly, by the Syndicate (or otherwise in
respect of 1992 and Prior Business) but excluding any
claim, right, title, benefit or interest under personal
stop loss, estate protection reinsurance and individual
run off policies purchased on behalf of any Name for
his own account;

all forms of tax, duty, rate, levy, charge or other
imposition or withholding whenever and by whatever
authority imposed and whether of the UK or
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"Transferring Amended
RROC Provisions”

*Transferring Assefs"

"Transferring Business”

"Transferring
Centrewrite Provision"

"Transferring Liabilities"

elsewhere;

clauses 3.1 to 3.10 (Reinsurance Obligation), clauses
4.1, 4.3, 4.4, 4.8 (Assignment to Trustee), clause 135
(Access to Books and Records) and clause 16 (Reports
and Accountsy and Schedule 3, Paragraphs 9-14
(Operation of Proportionate Cover) of the Equitas
Reinsurance Contract;

all right, title and interest of the Names in, to or under:

(2)  the rights, benefits and powers under or in
relation to the Transferring Policies and
Transferring Reinsurance Provisions (in respect
of the RROC Reinsurance Rights, subject to the
rights therein of EPTL);

()  the Syndicate Reinsurance Contracts (subject to
the rights therein of ERL under clause 6
(Additional Considerationy of the Equitas
Reinsurance Contract);

() the Books and Records; and

{d) the Names' causes of action against third parties
relating to the Transferring  Policies,
Transferring  Reinsurance  Provisions and
Traosferring Liabilities,

excluding until the relevant Subsequent Transfer Date,
if any, the rights, benefits and powers under the
Retained Policies;

the Relevant Policies, Transferring Assets and
Transferring Liabilities;

clause 11 (Reports and Accounts) of the Centrewrite
Reinsurance Contract;

all Liabilities and commitments of every kind and
description of the Names to the extent arising from or
relating to the Transferring Policies and the
Transferring Reinsurance Provisions, irrespective of
whether the Liabilities and commitments shall arise
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"Transferrin Lioncover
g
Provisions"

"Transferring Policies"

"Transferring
Policyholder”

"Transferring
Reinsurance Provisions"

"Transferring RROC
Provisions”

"Transferring
Unamended RROC
Provisions”

HUK“

"Warrilow Names"

"Warrilow Reinsurance

prior to or following the Effective Date, excluding
Liabilities under any Retained Policies umtil the
relevant Subsequent Transfer Date, if any, for such
Liabiiities;

the provisions of the Lioncover Reinsurance Contract
other than the Shared Lioncover Provisions and
Residual Lioncover Provisions;

the Relevant Policies, together or individually as the
context may indicate, excluding any:

(a) Excluded Policy; and

{b) Retained Policy until the relevant Subsequent
Transfer Date, if any, for each such Retained
Policy;

a Policyholder in relation to a Transferring Policy;

the Transferring RROC Provisions, Transferring
Centrewrite Provision, the provisions of the PCW
Reinsurance Contracts and the provisions of the
Warrilow Reinsurance Contracts;

the Transferring Amended RROC Provisions and the
Transferring Unamended RROC Provisions;

clauses 4.2 and 4.5 (Assignment to Trustee), clause 4.7
(Declaration of Trusty and Schedule 3 (other than
paragraphs 9 to 14 thereof) (Operation of
Proportionate Cover) of the Equitas Reinsurance
Contract;

the United Kingdom of Great Britain and Northern
Ireland;

the underwriting members and former underwriting
members of Lloyd's comprising the Warrilow
Syndicates and any syndicate reinsured to close either
directly or indirectly into a Warrilow Syndicate, in
their capacity as members of such syndicates;

the reinsurance coniracts emntered into between
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2.2

Contracis™ Centrewrite and CIW (Underwriting Agencies) Litd

pursuant to which Centrewrite agreed, with effect from
31 December 1992, to reinsure and indemnify the
Warrilow Names in relation to Liabilities under
Policies underwritten by them at Lloyd's through the
Warrilow Syndicates; and

"Warrilow Syndicates” syndicate 553 as constituted for each of the 1985 and

1987 years of account.

In this Scheme:

221

2.2.2

2.2.3

2.2.4

2.2.5

2.2.6

2.2.9

"transfer" includes (as the context may require) "assign”, "assignation” and

q gn
"assignment”, "dispose’, "disposal”, "novate", "novation", "convey” and
"conveyance";

"include" and "including" shall be construed without limitation;

any reference to the singular shall include a reference to the plural and vice
versa and anmy reference to the masculine shall include a reference to the
feminine;

any reference to a court, tax, accounting or regulatory authority shall be
deemed to include a reference to such authority's successors in time;

any reference to an epactment, a Statutory provision or any subordinate
legislation shall be deemed to include a reference to that enactment, statutory
provision or subordinate legislation as amended, replaced or re-enacted from
time to time and to any instrument or order made from time to time under
such enactment, statutory provision or subordinate legislation;

expressions used which have meanings under FSMA shall bear those
meanings, except where such expression is defined otherwise in paragraph 2.1
of this Scheme;

any reference to this Scheme shall include the Schedules to it and (unless
inconsistent with the subject or context) references in this Scheme to
paragraphs, parts or Schedules are to paragraphs of, parts of or the Schedules
to this Scheme;

any reference to writing shall include any mode of reproducing words ina
legible and non-transitory form;

if a period of time is specified from a given day or date or from the day or
date of an act or event, it shall be calculated exclusive of that day or date;
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3.2

33

4.2

4.3

4.4

2.2.10  where a document, or provision of a document, is expressed to be amended
pursuant to, and restated im, this Scheme, additions to the document or
provision (as restated) are shown in underlined text and deletions to the
document or provision (as restated) are shown in struck-through text; and

22,11 if a court of competent jurisdiction determines that there is a conflict or
inconsistency between a provision of paragraphs 3 to 5 and a provision of
paragraphs 8 to 10, the provision of paragraphs 8 to 10 shall prevail.

TRANSFERRING ASSETS

On and with effect from the Effective Date, the Transferring Assets, and all the estate
and interest of the Names in them shall, by the Order and without any further act or
instrument, be transferred to, and be vested in, Newco subject to all Encumbrances (if
any) affecting such Transferring Assets, in accordance with this Scheme.

Newco shall accept, without investigation or requisition, such title as the Names shall
have at the Effective Date to the Transferring Assets.

EL (on behalf of the Names) and Newco shall, as and when necessary or appropriate,
execute and deliver all documents and perform all such other acts as may be reasonably
required to effect or perfect the transfer to, and vesting in, Newco of any Transferring
Asset in accordance with the terms of this Scheme.

TRANSFERRING POLICIES

In addition to the provisions of paragraph 3, on and with effect from the Effective
Date, Newco shall, by the Order and without any further act or instrument, be entitled
to all the rights, benefits and powers, and be subject to all the obligations and
Liabilities, of the Names whatsoever subsisting on the Effective Date under or by
virtue of the Transferring Policies.

Every Transferring Policyholder shall, on and from the Effective Date and to the
exclusion of any rights he may have against the Names under any Transferring Policy,
be entitled to the same rights against Newco as were available to him against the
Names under such Transferring Policies.

Newco shall be entitled to any and all defences, claims, counterclaims and rights of set-
off under the Transferring Policies which would have been available to the Names.

Every Transferring Policyholder shall, from and after the Effective Date, in
substitution for any Liability or obligation owed by him thereunder to the Names, be
under the same Liability to Newco (in relation to any Residual Policy, as agent of the
Names but subject to paragraph 6).
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4.5

4.6

4.7

5.2

6.2

All references in any Transferring Policy to a Syndicate, Closed Year Syndicate, Name
or agent of a Name shall from and after the Effective Date or Subsequent Transfer
Date, as the case may be, be read as references to Newco or, where appropriate,
agents of Newco. In particular, but without limitation, ail rights andfor duties
exercisable or expressed to be exercisable or responsibilities to be performed by the
Names or agents of the Names in relation to any of the Transferring Policies shall,
from and after the Effective Date, or Subsequent Transfer Date, as the case may be, be
exercisable or required to be performed by Newco or, where appropriate, agenis of
Newco.

Where the transfer of any Transferring Policy, Transferring Asset or Tramsferring
Liability is governed by the law of any country or territory outside the UK, ERL and
EL shall, if Newco so requires, use their reasonable commercial endeavours to secure
the effective transfer thereof, under the law of that country or territory, to Newco.

Newco shall be entitled to all and any right, title and interest Names may have in the
Syndicate Reinsurance Contracts which shall continue to operate and cover the
Transferring Policies in the same way and to the same extent after the Effective Date as
prior to the Effective Date and, in particular, no additional set-off rights or obligations
will be created, and no existing set-off rights or obligations will be extinguished,
purely by virtue of the transfer of the 1992 and Prior Business into one entity.

TRANSFERRING LIABILITIES

Subject to paragraph 5.2, on and with effect from the Effective Date, the Transferring
Liabilities and all the estate and interest of the Names in them shall, by the Order
without any further act or instrument, be transferred to, and become Liabilities of,
Newco apd shall cease to be Liabilities of the Names.

On and from each Subsequent Transfer Date, each Liability relating to a Retained
Policy to which the Subsequent Transfer Date applies shall, by the Order and without
any further act or instrument, be transferred to, and become a Liability of, Newco and
shall cease to be a Liability of the Names.

RESIDUAL POLICIES

The Liabilities under the Residual Policies shall pending their transfer to Newco
(whether pursuant to this Scheme or otherwise) remain Liabilities of the Names.

EL (on behalf of the Names) and Newco shall, as and when necessary or appropriate,
execute and deliver all documents and perform all such other acts as may be reasonably
required to effect or perfect the transfer to, and vesting in, Newco of any Residual
Policy.
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6.3

6.4

7.2

7.3

On and from each Subsequent Transfer Date, each Retained Policy to which such
Subsequent Transfer Date applies and all the Assets and Liabilities relating to such
Policy shall, to the extent not previously transferred, by the Order and without any
further act or instrument be transferred to, and be vested in, Newco, whereupon it shall
constitute a Transferring Policy under this Scheme.

Upon the novation or transfer of any Excluded Policy to Newco the Assets and
Liabilities relating to such Policy shall, to the extent not previously transferred, be
transferred to Newco on the Subsequent Transfer Date and such Policy shall thereafter
be dealt with by EL and Newco under the provisions of this Scheme as if it had
transferred as a Transferring Policy pursuant to this Scheme.

INDEMNITIES IN FAVOUR OF THE NAMES

Newco shall discharge on behalf of the Names or, failing that, indemnify the Names
from and after the Effective Date against:

7.1.1  all Transferring Liabilities and Liabilities under the Residual Policies whether
the same shall arise prior to or following the Effective Date; and

7.1.2  to the extent the same would be recoverable by the Names under the Names
Reinsurance Contracts but for this Scheme, each other cost, claim, loss,
damages, Liability or expense (whatsoever) incurred in connection with the
Transferring Business including the conduct of claims under paragraph 13,
whether the sarne shall arise prior to or following the Effective Date.

Where any Name is entitled to receive an amount pursuant to the indemnity in this
paragraph 7, it shall be entitled to receive such amount as, after payment of or
provision for any Liability to taxation in respect of the amount receivable, will result in
the receipt of an amount equal to the value of the Liability to be indemnified against.

Any payment made on behalf of, or to, the Names pursuant to paragraph 7.1 shall, to
the extent it relates to a risk that has been ceded to a third party under an Qutwards
Reinsurance Contract, be deemed to be a payment by Newco for the purposes of the
Qutwards Reinsurance Contract and shall give rise to a claim thereunder.

EQUITAS REINSURANCE CONTRACT

Transfer and amendment of Equitas Reinsurance Contract

In addition to the provisions of paragraph 3, on and with effect from the Effective
Date, by the Order and without any further act or instrument all the rights, benefits and
powers conferred on or vested in the Names or their agents (other than ERL) and all
the Liabilities imposed on the Names or their agents (other than ERL), by or under the
Transferring RROC Provisions, shall be transferred to, and be vested in, Newco (in
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respect of the RROC Reinsurance Rights, subject to the rights therein of EPTL) and
the Equitas Reinsurance Contract shall be amended and take effect as follows:

8.1.1 the Transferring Unamended RROC Provisions shall cease to have effect on,
and in respect of, the Names and shall bave effect on, and in respect of,
Newco as if Newco had been an original party thereto from inception of the
Equitas Reinsurance Contract;

8.1.2 the Transferring Amended RROC Provisions shall:

(a) cease to have effect on, and in respect of, the Original RROC Parties
(other than ERL and EPTL); and

(o) have effect on, and in respect of, ERL, EPTL and Newco as amended
and restated in the form set out in Part A of Schedule 1 as if Newco had
been an original party thereto from inception of the Equitas Reinsurance
Contract;

8.1.3 the Shared Unamended RROC Provisions shall:

(a) continue to have effect on, and in respect of, the Original RROC Parties
and the rights and Liabilities of the Original RROC Parties thereunder
shall not be affected by this Scheme; and

() have effect on, and in respect of, the Original RROC Parties and Newco
as if Newco had been an original party thereto from inception of the
Equitas Reinsurance Contract;

8.1.4 the Shared Amended RROC Provisions shall:

(a) continue to have effect on, and in respect of, the Original RROC Parties
and the rights and Liabilities of the Original RROC Parties thereunder
shall not be affected by this Scheme; and

(b) have effect on, and in respect of, the Original RROC Parties and Newco
as amended and restated in the form set out in Part B of Schedule 1 as if
Newco had been an original party thereto from inception of the Equitas
Reinsurance Contract;

8.1.5 the Residual RROC Provisions, and the rights and Liabilities of the Original
RROC Parties thereunder, shall not be affected by this Scheme;

8.1.6  ERL shall have no greater or lesser Liability to Newco under any of the
Transferring RROC Provisions than it would have had to the Names in the
absence of this Scheme and Newco shall have no greater or lesser Liability to
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9.2

ERL under any of the Transferring RROC Provisions than the Names would
have had to ERL in the absence of this Scheme;

8.1.7  ERL shall have no greater or lesser Liability to Newco and the Names, in
aggregate, under any of the Shared RROC Provisions than it would have had
to the Names in the absence of this Scheme and Newco and the Names shall
have no greater or lesser Liability, in aggregate, to ERL under any of the
Shared RROC Provisions than the Names would have had io ERL in the
absence of this Scheme; and

8.1.8  ERL shall have no greater or lesser Liability to the Names under any of the
Residual RROC Provisions then it wounld have had to the Names in the
absence of this Scheme and the Names shall have no greater or lesser Liability
to ERL under any of the Residual RROC Provisions than they would have had
to ERL in the absence of this Scheme.

LIONCOVER

Transfer of PCW Reinsurance Contracts

In addition to the provisions of paragraph 3, on and with effect from the Effective
Date, by the Order and without any further act or instrument all the rights, benefits and
powers conferred on or vested in the PCW Names and all the Liabilities imposed on
the PCW Names, by or under the PCW Reinsurance Contracts, shall be transferred to,
and be vested in, Newco who shall be substituted as a party in place of the PCW
Names as if Newco had been an original party thereto from inception of the PCW
Reinsurance Contracts.

Transfer of Lioncover Reinsurance Contract

The provisions of this paragraph 9.2 are conditional on the provisions of paragraph 9.1
taking effect. Upon the transfer referred to in paragraph 9.1 taking effect, by the
Order and without any further act or instrument, all the rights, benefits and powers
conferred on or vested in Lioncover and all the Liabilities imposed on Lioncover, by or
under the Transferring Lioncover Provisions, shall be transferred to, and be vested in,
Newco and the Lioncover Reinsurance Contract shall be amended and take effect as
follows:

9.2.1 the Transferring Lioncover Provisions shall cease to have effect on, and in
respect of, Lioncover and shall have effect on, and in respect of, Newco as if
Newco had been an original party thereto from inception of the Lioncover
Reinsurance Contract, references therein to Lioncover were references to
Newco and references therein to Insurance Creditors of the PCW Names or
PCW Syndicates were references to Insurance Creditors of Newco;
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9.2.2

9.2.3

9.2.4

9.2.5

9.2.6

9.2.7

the Shared Unamended Lioncover Provisions shall:

(2) continue to have effect on, and in respect of, the Original Lioncover
Parties and the rights and Liabilities of the Original Lioncover Parties
thereunder shall not be affected by this Scheme; and

(b) have effect on, and in respect of, the Original Lioncover Parties and
Newco as if Newco had been an original party thereto from inception of
the Lioncover Reinsurance Coniract;

the Shared Amended Lioncover Provisions shall:

(2) continue to have effect on, and in respect of, the Original Lioncover
Parties and the rights and Liabilities of the Original Lioncover Parties
thereunder shall not be affected by this Scheme; and

(b) have effect on, and in respect of, the Original Lioncover Parties and
Newco as amended and restated in the form set out in Schedule 2 as if
Newco had been an original party thereto from inception of the
Lioncover Reinsurance Contract;

the Residual Lioncover Provisions, and the rights and Liabilities of the
Original Lioncover Parties thereunder, shall not be affected by this Scheme;

ERL shall have no greater or lesser Liability to Newco under any of the
Transferring Lioncover Provisions than it would have had to Lioncover in the
absence of this Scheme and Newco shall have no greater or lesser Liability to
ERL under any of the Transferring Lioncover Provisions tham Lioncover
would have had to ERL in the absence of this Scheme;

ERL shall have no greater or lesser Liability to Newco and the Original
Lioncover Parties, in aggregate, under any of the Shared Lioncover Provisions
than it would have had to the Original Lioncover Parties in the absence of this
Scheme and Newco and the Original Lioncover Parties shall have no greater
or lesser Liability, in aggregate, to ERL under any of the Shared Lioncover
Provisions than the Original Lioncover Parties would have had to ERL in the
ahsence of this Scheme; and

ERL shall have no greater or lesser Liability to the Original Lioncover Parties
under any of the Residual Lioncover Provisions then it would have had to the
Original Lioncover Parties in the absence of this Scheme and the Original
Lioncover Parties shall have no greater or lesser Liability to ERL under any
of the Residual Lioncover Provisions than they would have had to ERL in the
absence of this Scheme.
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9.3

10.
10.1

Termination of PCW Reinsurance Contracts

The provisions of this paragraph 9.3 are conditional on the provisions of paragraph 9.2
taking effect. Upon the transfer and amendments referred to in paragraph 9.2 taking
effect, by the Order and without any further act or instrument:

9.3.1

8932

9.3.3

934

the PCW Reinsurance Contracts shall terminate and bave no further validity or
cffect;

each party to the PCW Reinsurance Contracts shall be irrevocably released
and discharged from all past, present and future Liabilities which arise under
the PCW Reinsurance Contracts;

without prejudice to the validity of any reinsurance claims made under the
PCW Reinsurance Contracts, to the extent they have not been paid alt
outstanding reinsurance claims under the PCW Reinsurance Contracts as at the
Effective Date shall be deemed to become reinsurance claims under the
Lioncover Reinsurance Coniract; and

for the avoidance of doubt, save as set out in this Scheme, no party to the
PCW Reinsurance Contracts shall have any obligation to repay the others any
payment previously made under the PCW Reinsurance Contracis, to make
good anmy loss incurred by the others in respect of past obligations, or to
perform any obligation outstanding at the Effective Date under or in relation
to the PCW Reinsurance Contracts.

This paragraph 9.3 is intended to effect the termination of the PCW Reinsurance
Contracts, but in such a way as not to affect in any respect the rights and obligations of

the parties under any other contracts and agreements between the parties.

CENTREWRITE

Transfer of Warrilow Reinsurance Contracts

In addition to the provisions of paragraph 3, on and with effect from the Effective
Date, by the Order and without any further act or instrument:

10.1.1

all the rights, benefits and powers conferred on or vested in the Warrilow
Names and all the Liabilities imposed on the Warrilow Names, by or under
the Warrilow Reinsurance Contracts, shall be (ransferred to, and be vesied in,
Newco who shall be substituted as a party in place of the Warrilow Names as
if Newco had been an original party thereto from inception of the Warrilow
Reinsurance Contracts and references therein to:
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10.2

10.1.2

10.1.3

(@) “the Syndicate” or "the members of the Syndicate” were references to
Newco; and

(v) "the Syndicate's business as underwriters at Lloyd's" were references to
"Newco's business”;

Article 3 (Recoveries) of each of the Warrilow Reinsurance Contracts shall be
amended and restated as follows:

" All underlying policies of reinsurance (other than the reinsurance contract
entered into with Equitas Reinsurance Limited) and amounts recoverable
thereunder to which Newco is or becomes entitled shall enure to the benefit of
this reinsurance”; and

Centrewrite shall have no greater or lesser Liability to Newco under the
Warrilow Reinsurance Contracts than it would have had to the Warrilow
Names in the absence of this Scheme and Newco shall have no greater or
lesser Liability to Centrewrite under any the Warrilow Reinsurance Contracts
than the Warrilow Names would have had to Centrewrite in the absence of
this Scheme.

Centrewrite Reinsurance Contract

In addition to the provisions of paragraph 3, on and with effect from the Effective
Date, by the Order and without any further act or instrument all the rights, benefits and
powers conferred on or vested in the Warrilow Names or their agents (other than ERL)
and all the Liabilities imposed on the Warrilow Names or their agents (other than
ERL), by or under the Transferring Centrewrite Provision, shall be transferred to, and
be vested in, Newco and the Centrewrite Reinsurance Contract shall be amended and
take effect as follows:

10.2.1

10.2.2

the Transferring Centrewrite Provision shall:
(@) cease to have effect on, and in respect of, the Warrilow Names; aud

(b) have effect on, and in respect of, ERL, Centrewrite and Newco as
amended and restated in the form set out in Part A of Schedule 3 as if .
Newco had been an original party thereto from inception of the
Centrewrite Reinsurance Contract; and

the Shared Unamended Centrewrite Provisions shall:

(2) continue to have effect on, and in respect of, the Original Centrewrite
Parties and the rights and Liabilities of the Original Centrewrite Parties
thereunder shall not be affected by this Scheme; and
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11

12,

() have effect on, and in respect of the Original Centrewrite Parties and
Neweco as if Newco had been an original party thereto from inception of
the Cenirewrite Reinsurance Contract;

10.2.3  the Shared Amended Centrewrite Provisions shall:

(a) continue to have effect on, and in respect of, the Original Centrewrite
Parties and the rights and Liabilities of the Original Centrewrite Parties
thereunder shall not be affected by this Scheme; and

() have effect on, and in respect of the Original Centrewrite Parties and
Newco as amended and restated in the form set out in Part B of Schedule
3 as if Newco had been an original party thereto from inception of the
Centrewrite Reinsurance Contract;

102.4 as if references therein to Insurance Creditors of the Warrilow Names of
Warrilow Syndicates were references to Insurance Creditors of Newco;

102.5 ERL can have no greater or lesser Liability to Newco under the Transferring
Centrewrite Provision than it would have had to Centrewriie and the Warrilow
Names, in aggregate, in the absence of this Scheme; and

102.6 ERL can have no greater or lesser Liability to Newco and the Original
Centrewrite Parties, in aggregate, under any of the Shared Centrewrite
Provisions than it would have had to the Original Centrewrite Parties in the
absence of this Scheme and Newco and the Original Centrewrite Parties can
have no greater or lesser Liability, in aggregate, to ERL under any of the
Shared Centrewrite Provisions than the Original Centrewrite Parties would
have had to ERL in the absence of this Scheme.

EPTL

On and with effect from the Effective Date, the EPTL Trust Declaration shall, by the
Order and without any further act or instrument, be amended and restated in the form
set out in Schedule 4.

FURTHER UNDERTAKING

In the event of any payment (including any reinsurance receipts) being made to,
property being received by, or a right being conferred upon a Name on or after the
Effective Date in relation to any Transferring Asset, Tramsferring Policy or Residual
Policy, the Name shall, to the extent such payment, property or right is not required to
be paid over or transferred to ERL under the Equitas Reinsurance Contract, as s500n as
reasonably practicable notify Newco and, to the extent legally permissible, pay over
the amount of such payment or transfer such property or right to Newco and ERL shall
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13.
13.1

13.2

13.3

13.4

14.
14.1

14.2

15.

on demand indemnify the Name against any reasonable costs propexly incurred by it to
complete such transaction.

CONTINUITY OF PROCEEDINGS

Subject to paragraph 13.2, on and with effect from the Effective Date, any Proceedings
which are pending by or against the Names in connection with the Transferring
Policies, Transferring Assets or Tramsferring Liabilities shall be continued by or
against Newco who shall be entitled to all defences, claims, counterclaims and rights of
set-off that would have been available to the Names in relation thereto,

On and from the Subsequent Transfer Date any Proceedings which are pending by or
against the Names in connection with the relevant Residual Policies to which such
Subsequent Transfer Date applies shall be continued by or against Newco who shall be
entitled to all defences, claims, counterclaims and rights of set-off that would have
been available to the Names in relation thereto.

On and from the Effective Date, Newco shall be entitled to direct the Names as to the
conduct of any on-going Proceedings referred to in paragraphs 13.1 and 13.2 that are
not subject to oversight or control by ERL under the Equitas Reinsurance Contract and
Newco shall have full authority (with authority to sub-delegate) to act on behalf of the
Narnes in respect of any such Proceedings.

The production of a copy of the Order shall, for all purposes, be evidence of the
transfer to, and vesting in, Newco of the Transferring Business in accordance with the
Order and the provisions of this Scheme.

EFFECTIVE DATE

Subject to paragraph 14.2, this Scheme shall become operative on 30 June 2009 or
such other time and date as EL and Newco may agree in writing (being a time and date
falling after the making of the Order) and unless this Scheme shall become operative on
or before 31 December 2009 or such later date as the Court may allow upon the
application of EL and Newco this Scheme shall lapse.

Notwithstanding paragraph 14.1, this Scheme shall not become operative unless any
modification of or addition to this Scheme or amy further condition or provision
affecting the same imposed by the Court (or recommended by the Court with a view to
it being imposed) has been consented to in writing by EL and Newco.

COSTS AND EXPENSES

Save as otherwise provided in this Scheme or ordered by the Court, ail costs and
expenses, including fees and disbursements of legal and financial advisers and
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16.
16.1

16.2

16.3

16.4

17.

accountants, incurred in connection with this Scheme and the transactions contemplated
by this Scheme shall be paid by the party incurring such costs and expenses.

MODIFICATIONS, AMENDMENTS OR ADDITIONS

EL and Newco may consent on their own behalf and on behalf of all other persons
concerned (other than the FSA) to any modification, amendment or addition to this
Scheme or to any further condition or provision affecting the same which the Court
may approve or impose prior to the sanction of this Scheme, provided that any such
modification, amendment, addition, condition or provision that affects any right,
obligation or interest of Lioncover or Centrewrite shall require the consent of Lloyd's.

Subject to paragraphs 16.3 and 16.4, after the grant of the Court Order, Newco may
amend the terms of this Scheme if:

16.2.1 the FSA has been notified of the proposed amendment and has not objected
thereto within 30 business days of such notification;

16.22 an independent expert has certified that, in his opinion the proposed
amendment will not materjally and adversely affect the reasonable
expectations of the holders of Relevant Policies;

1623  to the extent such amendment affects any right, obligation or interest of EL,
ERL or the Names, EL has consented thereto in writing; and

162.4 to the extent such amendment affects any right, obligation or imterest of
Lioncover or Centrewrite, Lloyd's bas consented thereto in writing.

Subject to paragraph 16.4, after the grant of the Court Order, any amendment by
Newco to the terms of this Scheme, shall (in addition to the requirements of paragraphs
16.2.1 to 16.2.4) require an application by Newco to the Court for consent to the
amendment. If such consent of the Court is granted, Newco may amend the terms of
the Scheme in accordance with such consent.

Paragraphs 16.2 and 16.3 shall not apply, and the consent of the Court shall not be
required, in relation to minor and/or technical amendments to the terms of the Scheme
(including amendments to correct manifest errors) that are agreed in writing by EL and
Newco, provided that the FSA has been notified of the same and has confirmed it does
not object thereto.

CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

A person not party to this Scheme may not enforce any of its terms pursuant to the
Contracts (Rights of Third Parties) Act 1999,
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18.

19.

SUCCESSORS AND ASSIGNS

This Scheme will bind and enure to the benefit of the successors and assigns of each of
EL, ERL, EPTL, Newco and the Names.

GOVIRNING LAW

This Scheme shall be governed by and construed in accordance with English law.
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SCHEDULE 1

Part A
Transferring Amended RROC Provisions

THE REINSURANCE OBLIGATION

Scope of reinsurance obligation

3.1 ERL shall-in-consideration-of:

{&—the oblization-ofthe-Names-to-assign-the-rightsspecifiedin-clause-S-Hed);reinsure and
indemnify each—and-every—Syndicate—and—each-Closed—Year—Syndicate Newco by
payment in accordance with clause 3.4 and otherwise upon and subject to the terms
and conditions of this Agreement. '

3.2 The reinsurance and indemnity obligation of ERL shall be to indemnify without
limitation in time and amount, subject to and in accordance with the remainder of this clause

DateNewco, by way of reinsurance, in respect of all liabilities, losses, claims, returns,
reinsurance premiums, costs and other liabilities including extra-contractual obligations or
punitive or penal damages arising in relation to the Syndieate-1992 and Prior Business of that

Syadicate-or-Closed-Year SyndicateNewco, after deduction of:

(a) all amounts recoverable and actually recovered after-the-Effective-Date-in respect of
the relevant Syndicate Reinsurances; and

{b) all other income receivable and actually received—afier—the-Effective-Date, including
premiums, return premiums, salvages, claim refunds or other moneys which may be
applied in reducing the amount of any liability comprised in the Syadieate-1992 and

Prior Business-efthat-Syndicate-or-Closed Year-Syndicate.

In the performance of the Reinsurance Obligation in-respeet-of-aay-Syndicate-or-Closed—Year
Syndieate-ERL shall have the obligation and responsibility for the collection of the amounts

referred to in paragraphs (a) and (b) above and shall bear any risk of failure to collect such
amounts. ERL shall pay, or procure payment of, amounts agreed or lawfully due and payable
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in respect of any Claun or otherw1se due under clause 3.2 on behalf of the-relevant-Syndicate

3.43 Unless the Trustee has made an election pursuant to clause 4.10, and subject to clause
3.83.7, ERL shall pay, or procure payment of any amount due under this clause 3, in the
following manner:

(a) in the case of payments from the EATF, in accordance with the terms of the EATD;
(b) in the case of payments from the ECTF, in accordance with the terms of the ECTD;

{© in the case of payments from any Overseas Deposit Fund, in accordance with the
terms of the relevant Overseas Deposit Deed;_and

(d)

Syndieaterand(e} in any other case, direct to the Insurance Creditors of the
Syndieate-1992 and Prior Business-ef-that-Syndicate-or-Closed-Year-Syndicate or such

other person as is entitled thereto,*

provided that nothing in this clause 3.43 or any other provision of this Agreement shall be
construed to mean that amounts agreed and lawfully due in respect of any Claim in respect of
the Syadieate-1992 and Prior Business—of-any-Syndieate are not payable until the aggregate
ultimate net liability in respect of that Claim has been ascertained and ERL shall, where
necessary, advance payment of all such amounts.

3.54 If at any time a Certified Reinsurance Trigger Event or Automatic Reinsurance Trigger
Event occurs, the liability of ERL to the-Names-and-the-Closed-Year-NamesNewco in respect
of the Reinsurance Obligation (whether or not previously adjusted as a result of any prior
operation of this clause 3.54) shall be adjusted subject to and in accordance with the

! Schedule 6 (Releyant Motor and Emplover's Liability Syndicates) shall be deleted accordingly,
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provisions of schedule 3 PROVIDED THAT such adjustment shail only be made if an
adjustment is or shall be made under and in accordance with the equivalent provisions in any
other coniract of insurance underwritten by ERL, including the Centrewrite Reinsurance, the
E&O Companies Reinsurance and the PSL Companies Reinsurance. ERL undertakes not to
underwrite any contract of insurance, other than the Ilinois Collateral Reinsurance, which
does not contain provisions equivalent to and having the same effect as those contained in this
clause 3.54 and schedule 3.

3.65 ERL, in respect, of any decision to adjust the liability of ERL to the-Names-or-the
Closed—Year—NamesNewco pursuant to this Agreement, and Equitas, in respect of any
decision to adjust the liability of Equitas to ERL pursuant to the Retrocession Agreement,
each acknowledges and agrees for the benefit of the Names—and—the—Closed-Year
NamesNewco that such decision shall be taken bona fide and that all reasonable skill, care and

diligence will be taken in arriving at any such decision.

3.76 It is hereby acknowledged by each of the parties to this Agreement that-other—than
pussuant-to-clause-3.11; this Agreement is not intended to and does not create any obligations
to, or confer any rights upon, Insurance Creditors or any other persons not parties to the
Agreement. It is hereby further acknowledged by each of the parties to this Agreement that
this Agreement is not intended to and does not create any third party beneficiary status in, or
confer third party beneficiary rights upon, Insurance Creditors or any other persons with
respect to this Agreement but without prejudice to the terms of the Declaration of Trust.

3.7 If (A) any overseas governmental, quasi governmental, supranational, statutory or
regulatory body:

{) seizes or otherwise takes control of the EATF, the ECTF or any Overseas Deposit
Fund (for the purposes of this clause, a Fund);

(i) takes steps which result in the appointment of a judicial trustee or any other party
having an analogous function for the purposes of taking control of the administration of
such Fund,

(iiiy  issues directions or requests to any party having control of or responsibility for such a
Fund, the effect of which is or may be to restrict the availability of that Fund for its
stated purposes or in any way limit or prejudice ERL's reimbursement rights from such
Fund

whether for the purposes of securing obligations to Insurance Creditors or otherwise; or (B) a
trustee or other party having an analogous function, indicates that it has ceased or intends to
cease or suspend the operation of the Fund for the purposes for which it was established or
take action which in any way may limit or prejudice ERL's reimbursement rights from such
Fund;
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(a) ERL shall be entitled- to suspend its obligation to pay that portion of any claim that
would otherwise have been paid from the relevant Fund (or in any respect of which the
relevant Fund would have reimbursed ERL for making such payment) for so long as
such circumstances apply; and

(b) the Reinsurance Obligation shall be treated as discharged to the extent that cash or
assets held in the relevant Fund are applied towards the settlement of any Claim,

No termination for non-payment or non-disclosure

_____ERL shall have no right to avoid this Agreement after-the-Effective-Date-by reason of
any non-disclosure or misrepresentation (whether or not innocent) notwithstanding that some
material facts or matters may not have been or may not be disclosed to ERL, any Reserve
Group or Lloyd's and/or that some of-theDiselosurefacts or matters disclosed may not be
accurate or complete, but this shall be without prejudice to any rights of ERL under any
Supervisory Management Agreement or any Information and Administration Agreement or the

Completion Accounts and Co-operation Agreement.

3.409 ERL expressly acknowledges that it shall have no right to terminate this Agreement, in
whole or in part, following the Effective Date, as a result of non-payment of any Nasme's

Premsiumpremium or any other failure of the-consideration-te-be-provided-to-ERL—pursuant-to
elanse3.

POLICYHOLDER PROTECTION
Assignment to Trustee

4.1  For the purposes of this Agreement, the Assigned Property shall mean in respect of any
Name-orClosed-YearNameNewco, except as provided in clause 4.2, all right, title, benefit
and interest which that- Name-or-Closed—Year-MNameNewco has or may have against ERL, in
relation to:

(a)  the performance of the Reinsurance Obligation by ERL, including, without limitation:
i) any right to receive damages for breach of the Reinsurance Obligation; and

(i)  amy rights in relation to the Reinsurance Obligation in a winding-up of ERL or
pursuant to any scheme or composition entered into between ERL and its
creditors including any scheme of arrangement or compromise made under
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section 425 of the Companies Act 1985 and any voluntary arrangement made
between ERL and its creditors under sections 1 to 8 of the Insolvency Act 1986;
and

()] any return of premium payable on a winding-up or pursuant to amy scheme or
composition entered into between ERL and its creditors to the extent that the Secured
Obligations have not been satisfied in full.

hereby assigns the Ass1gned Pmperty absolutely by way of first fixed mortgage to the Trustee,
with effect from the Effective Date, such assignment on-behalfof each-MName and-each-Closed
Year-Name-being an assignment of the Assigned Property as security for the discharge and
payment of all obligations of all-Names-and-all- ClosedYearNamesNewco under all contracts

of insurance which have been reinsured pursuant to the Equitas Scheme.

4.4 The Trustee undertakes to reassign to eachName and-ClesedYear NameNewco the
relevant Assigned Property in the circumstances set out in clause 2.13 of the Declaration of
Trust.

4.8 The-Substitate-AgentNewco hereby covenants with the Trustee that so long as any of

the Secured Obligations remains outstanding-and-for-se-long—asthe-Substiute-Agent-retains
authority pursuani-to-the-Substitate—Agent's—-Appeiatmest, it will execute and do all such
assurances, acts, deed and things as the Trustee may reasonably require for protecting or
perfecting the security over the Assigned Property and the-exercise-of-all-powers--authorities
and—diseretions—yested3n—it—and—shall in particular execute all transfers, conveyances,
assignments, assurances and registrations of the Assigned Property whether to the Trustee or
its nominees or purchasers and give all notices, orders and discretions which the Trustee may
think necessary or expedient.

BOOKS AND RECORDS

Access to Books and Records

15. 1 Books and Records held by or to the direction of ERI. are held by ERL as agent on
behalf of Newco.

REPORTS AND ACCOUNTS
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16. ERL shall, unil the Syadieate-1992 and Prior Business of each-SyndicateNewco has
been discharged in full, provide to the-Nasmes-and-to-the-Substitate-AgentNewco copies of the
annual report and consolidated accounts of the Equitas Group and/or such other documents as

may be agreed between ERL and the-Substifute—Apent-on-behalf of the NamesNewco from

time to time.
SCHEDULE 3 - OPERATION OF PROPORTIONATE COVER
Suspension of payments

9. Following the occurrence of a Certified Reinsurance Trigger Event, ERL shall be
entitled, for the minimum period reasonably necessary, to reduce or to suspend payments in
respect of the Reinsurance Indemmities under this Agreement, provided that ERL may only
exercise such power if it also exercises at or about the same time the equivalent power granted
pursuant to all other Reinsurance Indemnities. ERL shall have no power t0 reduce or suspend
payments in respect of any liabilities of ERL other than in respect of Reinsurance Indemnities,
and liabilities which are not in respect of Reinsurance Indemuities shall continue to be payable
in the ordimary course of business as and when they fall due. Each-Name-and-each-Closed
Year Name-{for-himself and-for his-successors-in-title)Newco agrees that if ERL exercises the
power conferred on it by this paragraph 9, such-Name-or-Closed-Year NameNewco shall not

{by—himself -or-in—conjuneton—with—ethers) but without prejudice to clause 3.65 of this

Agreement:

(a) take any step or proceeding against ERL or its property (whether by way of dermand,
set-off, legal proceedings, execution of judgment, enforcement of security, arbitration
proceedings or otherwise howsoever) in any jurisdiction whatsoever for the purpose of
enforcing hisits rights under this Agreement or otherwise procuring the payment of
any amount in respect of a Reinsurance Indemuity or any part thereof; or

(b) apply to the court wndersection-53-of the Insurance-Companies-Act-1982 for leave to
petition for the winding up of ERL in accordance with the Insolvency Act 1986 or
take or seek to take any action in accordance with any other statutory or common law
powers available to such-Name Newco including, without limitation, section 122 of
the Insolvency Act 1986.

Entitlement upon liquidation

10.1 Upon the occurrence of an Automatic Reinsurance Trigger Event the amount of the
liability of ERL to MNames—and-Closed—Year-NamesNewco in respect of the Reinsurance
Indemnities shall be calculated in accordance with the provisions of paragraph 6 of this
schedule, and may be recalculated to the extent considered appropriate by any liguidator of
ERL. The amount for which anyName-or-Closed-Year MNameNewco or the Trustee on hisits
behalf may prove in the liquidation of ERL shall, accordingly, be limited by reference to the
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calculation and/or recalculation of the liabilities of ERL following the application of this
schedule.

10.2 Nothing in this paragraph 10 shall require a liquidator to act in a manmer inconsistent
with any applicable rule of law.

Entitlement upon Section 425 plan being proposed

11. If ERL proposes a compromise or arrangement within the terms of section 425 of the
Companies Act 1985, or any successor thereto, at any time after a Certified Reinsurance
Trigger Event has occurred, the amount of the liability of ERL to the Names-and-Clesed—Year
NamesNewco in respect of the Relevant Reinsurance Indemnities (and accordingly the amount
for which claims can be made in respect of such liability) shall be calculated in accordance
with the provisions -of this schedule unless and until the extent of such liability is varied by
the terms of any such compromise or arrangement that may be approved.

Subordination to General Creditors

12,  Each Reinsured-NameNewco acknowledges and agrees that its right to receive any
payment from ERL shail be subordinated to (i) payment of the General Creditors In full; and
(if) payment of (or the making of appropriate provision for payment of) the expenses of a
liquidation, a section 425 plan or other insolvency, moratorium reorganisation or

reconstruction procedure (or any variation of any existing procedure), as the case may be, in
full.

Upwards adjustment of payments

13.1 If, at any time when a Retrocession Plan is in force, there is an upwards adjustment in
a Retrocession Rate, ERL shall, for each payment that has been made on the basis of a
Retrocession Rate lower than the new adjusted Retrocession Rate, be entitled to compensation
from Equitas. The compensation shall be such amount as is required to increase the level of
payments already made to the same level as it is proposed to pay in respect of payments
subject to the new adjusted Retrocession Rate.

compensation payment from Equitas, pursuant to paragraph 13.1 of this schedule, it shall hold
such payment on trust for the following purposes:

(a) to the extent that the Actual Insurance Creditors of aNameNewco in respect of which
a compensation payment is received have not been paid in full, such payment will be
applied to increase or, where possible, discharge in full any remaining amounts due in
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respect of such Actual Insurance Creditors. Where it is not possible to nuke payment
in full to such Actual Insurance Creditors, payment will be made pro rata;

(b) where the Actual Insurance Creditors of a-NameNewco have been paid in full but the
Mame-in-questionNewco has Contingent Insurance Creditors then any compensation
payment applicable to sueh-MameNewco shall be retained on trust for the payment of
any amounts due in respect of such Contingent Insurance Creditors;

() where a compensation payment has been received for the benefit of a-Name-in-respeet
of-whemNewco and all Actual Insurance Creditors and Contingent Insurance
Creditors (in circumstances where the full discharge of Contingent Insurance
Creditors can, to the reasonable satisfaction of ERL, be conclusively proved) have
been discharged in full then, subject to sub-paragraph (d) below, any such payment,
or the remaining balance of any such payment, will be paid to the-NameNewco; and

(d) where the Actual Insurance Creditors and Contingent Insurance Creditors of a
NameNewco have been discharged in full but all or part of such payment has been
made directly or indirectly by a third party source other than ERL (including, without
linitation, Lloyd's, members of Lloyd's or any subsidiary of Lloyd's or from a
regulatory deposit which Lioyd's, members of Lloyd's or any subsidiary of Lloyd's is
obliged to or chooses to replenish) then, to the extent of the amount of any payment
made by that third party, ERL shall make an equivalent payment to such third party
source.

13.3 The reference in paragraph 13.2(d) to the making of a payment by a third party source
includes payments incurred in replenishing regulatory deposits out of which payments have
been made in discharging the liability in question or, in the case of a regulatory deposit which
consists of or includes a guarantee, letter of credit or other arrangement, in reimbursing sums
paid under that guarantee, letter of credit or other arrangement in or towards the discharge of
that liability.

Professional advice

14.  In making any determination under this schedule, the Board of ERL shall be entitled to
rely on such professional advice as it considers appropriate and the determination of the Board
of ERL in respect of any matter in relation to clause 3.5, this schedule or a Proportionate
Cover Plan shall be conclusive and binding on al—the—Names—and—the—Closed—Year
MemesNewco. Without prejudice to clause 3.6 of the Agreement, no person shall have any
claim against ERL or Equitas (or any officer, director or employee of ERL or Equitas) arising
directly or indirectly out of any decision taken or omitted to be taken in relation to the
application of this schedule.
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Part B
Shared Amended RROC Provisions

DEFINITIONS AND INTERPRETATION

1.1 The words and expressions used in this Agreement shall have the meaning set out in
paragraph 1 of schedule 2, and terms and provisions used in this Agreement shall be
interpreted in accordance with paragraph 2 of schedule 2.

POLICYHOLDER PROTECTION

PDeclaration of trust

4.6 The Trustee herebyagrees-that-it-willon-the date-hereof—enter-into-the Declaration-of
Trustin-the-form-set-out-in-Appendix1—The-Trustee-shall hold the Assigned Property on the
terms set out in the Declaration of Trust. Each-party-to-this-ApgreementNewco shall be bound
by the terms of the Declaration of Trust and to the extent that they-aseit is stated to have any
obligation pursuant to the terms thereof hereby expressly agrees to be bound by such
obligation.

Payment to Trustee

4.10 Following any Insolvency Event, the Trustee may by notice to ERL require that all
payments which ERL is to make or procure be made pursuant to clause 3.4(d) and 3.4(c)
should instead be made directly to it. Such payment shall be treated as discharging in part or
in whole the Reinsurance Obligation in the same way as if it had been paid in accordance with
clause 3.4(d) or clause 3.4(e). The Trustee shall have absolute discretion as to whether to
serve such notice and shall incur no liability to Insurance Creditors or NamesNewco or any
other person as a result of its exercise or non-exercise of the power to serve such notice.

ADDITIONAL CONSIDERATION

Syndicate Reinsurances, Financial Reinsurances and Other Refurns

NammeNewco covenants that it will take all action from time to time directed by ERL to ensure
that theany benefit of the Financial Reinsurances and of the Orion/L&O0 Reinsurances of-eack
Syadicate—and—Closed—Year—Syndicatethat may_be vested in Newco, including without
limitation, rights to rebate or return of premium thereunder, and any credit support, Security
Interest or other rights granted in connection therewith (for the purposes of this clause 6
referred to together as the Relevant Rights) are transferred to and will enure to the benefit of
ERL or such other person as ERL may direct.
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6.7 The actions which ERL may direct be taken by aName-or-a-Clesed—YearName-or-the
Substitute-AgentNewco pursuant to clause 6.6 include, without limitation:

{(a) {b)-assigning to ERL, or as ERL may direct, any of the Relevant Rights or the right to
receive proceeds in respect of any of the Relevant Rights and taking steps to perfect
such assignment;

(b} <e)—entering into a contract pursuant to which the—MName—or—the—Closed—Year
MameNewco agrees to the discharge of hisits xights in respect of any of the Relevant
Rights in consideration of corresponding or similar rights being granted to ERL or
such other person as ERL may direct;

(c) +d)-entering into a contract varying in any manner the rights of fheName-or—the
Closed Year-NameNewco in respect of any of the Relevant Rights;

(D —Qe)—exermsmg any nghts conferred on %he—Nﬂﬁae—er—Ehe—GlGSEé—‘r’e&PNﬂ{He"@GH

exNewco

pursuant to, or as the person entitled to, any of the Relevant Rights in such manner as
ERL may from time to time direct; and

() -(B-declaring a trust, in such terms as may be directed, over any of the righis of the
Name-or-the-Closed-Year NameNewco in respect of any of the Relevant Rights.

6.11 Without limiting the effect of amy other provision of this clause 6, the benefit of
Syndicate Reinsurances (including, without limitation, the Financial Reinsurances) and of the
Other Returns will enure to the benefit of ERL, as reinsurer to close of the aggregate uitimate
net liability of each-Syndicate-or-Closed—Year SyndieateNewco in respect of that-Syndicate-or
Closed-Year-Syndieate‘sthe 1992 and Prior Business.

6.12 Each Name-and-each-Closed-Year NameNewco agreess-subjeetto-elause-6-3+ that, if,
on or after the Effective Date, heit receives any funds in respect of Other Returns, Syndicate
Reinsurances or any Relevant Rights ef-which-the-Name-or-the-ClosedYear-Namei5;-as-at

the-date-hereof;-the-Jegal-owser-or has or may in the future acquire any other rights (whether

because the right to receive such funds has not been effectively assigned or transferred to ERL

or otherw1se) MMW%M%M&M&&%M&@H&%
meit will pay

to ERL an amount equal to the funds so received, which shall, to that extent, comnsiitute due
performance of the obligation to transfer the rights in satisfaction of which the payment was




6.13 ERL is authorised to give notice of any assignment under this clause 6 to any person
affected thereby and to the extent that the relevant rights or interests:

(a) & are not capable of assignment;
(b}  byhave not been assigned; or

(c) er-have been assigned to ERL pursuant to a request under this clause 6 but that
assignment is not recognised by any relevant court or body,

ERL is irrevocably autborised to collect the same for its own account (but subject to the
obligations in clause 6.17) whether in its own name or that of the-relevant-Names—and/er
Closed—Year-NamesNewco and to that end ERL shall be entitled to exercise all such powers as
may be necessary or expedient in connection therewith.

RUN-OFF FROM THE EFFECTIVE DATE

assume, responsibility for, aaé af

to—perform—the Run-off in accordance with the provisions of this Part II of this Agreemcnt
and subject to and in accordance with the provisions of the EATD, the ECTD and any
Overseas Trust Deeds.

Powers of ERL

9.2 a-the-time-and-date-op—which-the 1 pdition-in-clanse-2- 3 8
and-subjectSubject to and in accordance with the provisions of the EATD, the ECTD and any
Overseas Trust Deeds, ERL wvillshall continue to assume exclusive and irrevocable

respcnsiblhty for the Run-off of the Syﬂdie&t:e—1992 and Prlor Busmess-ef—eaeh—Syﬁd*e&te—aHd

Mﬂeh—the—laﬁt—esﬁehﬁeﬂ—%elaase—%%-is-ﬁaﬁsﬁed—te ER shall conduct the Run—off of the

Syndicate-1992 and Prior Business-of-each-Syndieate-znd-each-Closed—Year-Syndicate as agent
ﬂwN&mes—&nd—Glesed—‘iieaf—N&mesNewco in its absolute dlSCrﬁHDﬂ—m%EheH%p%@jﬂé*@G-%@-&h@

the- LCTDof

: : - e 2-3-1 and, without
prejudlce to the generahty of the foregomg, ERL shall be entitled, in accordance with, and
subject to, all applicable laws, to exercise the following powers together with all such other
DOWErS as may be necessary or expedient in relation thereto:
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(a)

(b)

©

(d)

©

®

(&)

(b)

®

®

()

power to adjust, handle, agree, settle, pay, compromise or repudiate any Claim,
return premivm, reinsurance premium or any other insurance or reinsurance liability

on behalf of the-Syndicate-or ClosedYear SyndicateNewco;

power to adjust, handle, agree, settle, pay, compromise or repudiate any other

liability, outgoing or expense of the-Syndicate-er-Clesed—YearSyndicateNewco of

whatever nature and wherever arising without limitation in time and amount;

power to agree to any variation or extension of existing contracts of insurance or

reinsurance entered intc by or on behalf of the—Syndieate—or—Closed—Year
SyndieateNewco and to set any additional premijum payable by the imsured or

reinsured unless already fixed under the terms of the original insurance or

reinsurance;

power to commence, conduct, pursue, prosecute, settle, appeal or compromise any

Legal Proceedings on behalf of the—Syndicate or-Closed—YearSyndicate—or—any
NameNewco or to defend any such proceedings taken out against the-Syndicate-or

. Clesed—Year Syndicate—orany-Name-or-Closed—Year—NameNewco in which any

outcome will by virtue of this Agreement be for the account of ERL including the
provision of any security in respect of any such proceedings;

power to agree, take down and collect premiums, claim refunds, salvages and
reinsurance recoveries;

power to agree to, or exercise any right to, set off any claims against reinsurance
Fecoveries Or vice versa, or {0 settle any balance of account at any time owing to or

NameNewco in relation to—the—Syﬂdi-ea%e 1992 and Prior Business, whether in respect

of claims, premiums, reinsurance, insurance or any other amounts whatsoever;

power to agree on behalf of the-Syadieate-or-Closed-Year-SyndieateNewco to fund the

obligations of any third party in connection with any Claim or any other matter;

power to agree any ex gratia or goodwill payment or any extra contractual obligation

of or on behalf of the-Syndicate-or-Closed-Year-SyndicateNewco;

power to enter into any arrangements which ERL considers will or may avoid or
reduce any liability in respect of a Claim;

power to use the names—of-any-or-al-of-the Names-orClosedYear-Namespame of

Newco in exercise of any or all of the powers conferred on ERL by this Agreement;

power to commute or enter into an agreement for the discharge of any liability or
prospective liability under any insurance or reinsurance policy, or for the recovery of
any asset;
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(m)

(m)

()]

()

@

ty)

(s)

(®)

power to exercise any rights of subrogation of the-Syndicate-or-Closed—Year-Syndicais
er—-&ag,hef-—x{s—membefsNewco or to exercise any other rights of recovery of the

conmbuuon, 1ndemmty or otherwise howsoever) in respect of losses sustained or
expenses incurred by it or by any-ofthemiNewco;

power to engage in any discussion or negotiation with any insured person, reinsured
person, class of insured or reinsured persons, reinsurer, broker, legal or other
representative of insureds or any other party in relation to any Claim or any other
matter;

power to enter into, amend or cancel any claims handling arrangement irrespective of
whether such arrangement forms part of the original contract;

power to enter into, amend or cancel any claims collection or reinsurance recovery
collection arrangement with any broker, specialist collection agency or any other debt
collector;

power to instruct lawyers, claim adjusters or any other experts or consultants in any
matter;

power to enter into any market arrangement with any insured person or class of
persons or their representatives or insurers or reinsurers whereby ERL or the

Syndicate—or-Closed—YearSyndieateNewco would be bound to adopt a particular

settlement policy in relation to any claim or category of claims, or which could extend

or increase the liability of ERL or the-Syadicate-or-ClosedYear-SyndieateNewco;

power to enter into any agreement to indemnify or release any other person, in
relation to any of the above matters;

power to represent the-Syndicate-orClosed—YearSyndieateNewco in any market or

industry discussion group (which may also involve post 1992 years of account); and

power to establish any security in respect of any policy liabilities which are comprised
in the relevant-Syndicate 1992 and Prior Business.

Delegation

9.3

ERL may from time to time (without affecting its duties, obligations and

responsibilities hereunder) during the term of this Agreement, in its absolute discretion,
appoint or employ sub-agents or contractors in any part of the world as it shall determine to
be necessary or expedient in connection with the performance of its duties, obligations and
responsibilities under this Agreement and may delegate to Equitas or any other sub-agent or
contractor any or all of the services to be provided by it, any or all of the duties to be
performed by it or any or all of the powers, including this power of delegation, to be
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exercised by it under this Agreement but ERL shall be responsible for the acts and omissions
of any such sub-agent or contractor, and the-Names-and-the-Closed-Year-Names-acknowledge
that-it-is-intendedNewco acknowledges that all the rights, powers, duties and obligations of
ERL under this Agreement will-beare delegated to Equitas under the Retrocession Agreement
and may be delegated by Equitas to third parties and their sub-contractors.

ERL's powers exclusive and irrevocable

9.4 It is expressly agreed that ERL and its delegates and sub-delegates will have
irrevocable and exclusive power to manage each Run-off in accordance with the provisions of
this Agreement and, subject to the provisions of the EATD, the ECTD and any Overseas
Trust Deeds and to the fullest extent possible, shall manage each Run-off as if it were
principal and, without prejudice to the generality of the foregoing, it is expressly agreed that:

(a) ERL and its delegates and sub-delegates are not bound to comply with any instructions

or requests of any-Name-or-Closed Year-NameNewco;
() in no circumstances will anyName-or-any Closed—Year NameNewco interfere with

the exercise of the management or control of any Run-off; and

(c) in no circumstances will any-Name-or-any-Closed—Year NameNewco be entitled to

receive directly, payment of any amount payable by ERL in the performance of the
Reinsurance Obligation in respect of any Claim, retasr-pressium-or other amount in
relatzon o the S—}'ﬁé&E&EE—I992 and Prior Business of aay—Syaéaea{&er—Glesed#e&f

£33 memberNewco (other than

under e}a&se—&e%{hx&adggfeemef}t—aﬁé&eheé&leé-e&paragraph 13 of schedule 3 to this

Agreement).
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DUTIES AND LIABILITY OF ERL
ERL.'s standard of care

10.1 In performing its duties and exercising its powers under this Part II of this Agreement,
ERL shall operate its business and conduct its affairs in a bopa fide and businesslike manner
and use all reasomable skill, care and diligence for the proper provision of services,
performance of duties and exercise of powers by it under this Agreement but, without,
prejudice to its obligations under this Agreement, ERL shall not have any fiduciary
obligations to the-Names-or-the-Closed-Year-NamesNewco.

Liability of ERL

10.2 ERL shall keep each-MName-and-each Closed-Year-NameNewco fully indemnified and
held harmless at all times against all costs, losses, claims, damages or expenses including
extra-contractual obligations or punitive or penal damages arising out of or relating to any acts
and omissions (including without limitation any errors, omissions, breaches of coniract and
breaches of fiduciary duty) of ERL or any delegate or sub-delegate of ERL in relation to the

S—}‘HdiG&‘t‘E~1992 and Prior Business of aﬁg,LSyﬁdgea;e—es—Glesed#eaf-Syﬁékea%e—ef—wh*eh—Eha%

arn ] o d—ear MNam Newco PROVIDED THAT the mdemmty in this
clause 10.2 shall not apply in relation to any lability in respect of the Reinsurance Obligation.

10.3 In the event of any claim being made against any-Name-or-Closed-Year NameNewco in
respect of which ERL may be required to indemnify the-Name-er-Closed—Year-NameNewco

pursuant to clause 10.2 above, (subject to being fully indemmified to the reasonable
satisfaction of ehe—Sabsﬂ%utHg-ea%Newco agamst all reasonable out-of- pocket €OSts and

expenses incurred by &

eaeh%amhe—Sabsﬁaﬂe—Ageﬁs—eﬂ-ﬁs—%h&&behalfN;{a@g) Newco:

(a) shall procure that notice of such claim is given to ERL as soon as reasonably
practicable;
)] shall not make any admission of liability, agreement or compromise with any person,

body or authority in relation to any such claim without prior consultation with and the
prior agreement of ERL which agreement shall not be unreasonably witiheld or
delayed;

©) shall take such action as ERL may reasonably request to avoid, dispute, resist, appeal,
compromise or defend such claim or any adjudication in respect of that claim; and

{d) if so required by ERL in writing, shall use all reasonable endeavours to ensure that
ERL is placed in a position to take on or take over the conduct of all proceedings

-44 -



and/or negotiations of whatsoever nature arising in conmection with the claim in
question and provide such information and assistance as ERL may reasonably require
in connection with the preparation for and conduct of such proceedings and/or
negotiations.

FURTHER ASSURANCE

14.1 The-Substinte-AgentNewco undertakes, if so requested by ERL or any delegate or sub-
delegate of ERL, to ratify and confirm any act or thing lawfully done or caused to be done by
ERL or any delegate or sub-delegate of ERL in good faith in the performance of its duties
under this Agreement and to procure and do all such other acts and things as may be
necessary to enable the provisions of this Agreement to be carried out and given full force and
effect and fully to cooperate with ERL to enable ERL or any delegate or sub-delegate of ERL
to perform the obligations of ERL under this Agreement.

14.2 The-Substitute-Agent-herebyNewco undertakes at the reasonable request of ERL or any
delegate of ERL to exercise any power of attorney to execute any deed or sign any document
where it is necessary or expedient to do so in the exercise by ERL or any delegate of ERL of
the anthority delegated to ERL under clause 11.1.

BOOKS AND RECORDS

ER1.'s maintenance of Books and Records

15.3 ERL shall, until the Syndieate-1992 and Prior Business of eackSyndicate-and-Closed
¥ear-SyndieateNewco has been discharged in full:

(a) use all reasomable endeavours to keep safe all Books and Records relating—to—that
Syadicate—or-Closed—Year-Syndicate—delivered to it by—the-Substitite—~Agent-or-the
relevantManaging—Apent—in accordance with such reasonmable data and document
retention policy as may be issued by ERL from time to time;

{b) maintain records of its conduct of the Run-off, showing its conduct separately in
esgect of each Syndlcate and—-—v.thefe—reiev&ne Closed Year Syndlcatc%hewma—ﬁhe
22 he—busin the—-oth ates, but only
insofar as ERL determines that such separate books and records are necessary for the
proper carrying on of its business;

{c) at a charge which, in the reasonable opinion of ERL, represents the cost of making
the mformatlon available, make available to mﬁ%ae—efﬁeseé-éleaf—Name—&ﬁé—%e

e —Agen : araeNewco at the

request of ﬁa&t—Nafﬂe—er—G}e&edJéeaPNameNewco in connection with any Legal
Proceedings brought and conducted by that-Name-er-ClosedYear—NameNewco in
respect of the Syndicate-1992 and Prior Business—ef-any-Syndicate-or-Closed-Year
pei ot ‘ t Hl PNAHRE 54 e ParRe it d—Rernoe i g =--'“'




such hooks and records as are referred to in sub-clauses (2) and (b), and shall permit
sentNewco to take copies

thereof at hi-&lts OWIl EXpense, %eﬂmeaw—ﬂae&—é&hh&&ﬂwd—&gm

and

(® following any adjustment of liabilities pursuant to clause 3.5 and schedule 3 to this
Agreement and at a charge which, in the reasonable opinion of ERL, represents the
cost of makmg the mformatlon available, make available to aaﬁLNme-er—GlesedJée&E

NameNewco at the request of %h&t—Name—er—GleseéJ}eat—NameNewco in conmection
with any Legal Proceedings brought against that-Name-er-ClosedYear-NameNewco

in respect of the Syadae&te—1992 and Prior Business of a&y&y&é&ea{e—e;—@l@sed—%ﬂeaf

d 33 3 rbeeNewco, all such
books and records as are referred 0 in sub-clauses (a) and (b), and shall permit that

MName-or-ClosedYear-Name-or-the-Substitute-AgentNewco to take copies thereof, at
bis jts own expense, whether in person or by their duly authorised agent,

PROVIDED THAT the obligation in sub-clauses (¢) and (@) above shall not apply in any
circumstance where, in the reasonable opinion of ERL, making such information available or
permitting such copies to be taken would breach prwﬂege or otherwme be prejudicial to the
interests of ERL. ed—¥e 8 g : A :
Business.

15.4 Al information and data made available in accordance with clauses 15.3(c) and (d) will
be provided at the risk of the apt-Pan ed-Year-NameNewco. ERL and Equitas
shall accept no responsibility therefor nor shall they make or be deemed to make any
representation, warranty or undertaking as to the accuracy or fitess of such information and
data for the purpose of which they are used by any person.

NOTICES

22.1 Any potice or notification to be given hereunder shall be in writing and may be given
either by personal delivery, first class post or facsimile in—the—ease—ofthe-Names—and-the
th BETHE the-addre h-sicnateryto the address of ihe
ecxglent party set out in this Agreement or to such other address as any such sigpateryparty
may have notified as being its address for service for the purposes of this Agreement. Any

notice or notification to be given to Newco hereunder shall be given to the company secretary,

33 St Mary Axe, London, EC3A 8LL or to such other address as Newco may have notified as
being its address for service for the purposes of this Agreement.

GOVERNING LAW, JURISDICTION AND SERVICE OF PROCESS

Governing law and jurisdiction
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25.1 Al rights and obligations, of whatever sort, of any person, arising out of, or in any
way related to or connected with, this Agreement and all the terms and provisions hereof and
all questions of construction, validity and performance hereunder and all appointments and
authorities granted pursuant hereto shall be governed by and construed in accordance with the
laws of England. In relation to any proceeding to enforce the rights and/or obligations of any
person arising out of, or in any way related to or connected with this Agreement and all
appointments and authorities granted pursuant to this Agreement each of the parties hereto,

e&rt——xrrevocably and uncond1t1onally agree that the Hzgh Cou:ft of England and Wales shall
have exclusive jurisdiction to settle any dispute and/or controversy of whatsoever nature
which may arise out of or in comnection with this Agreement and all appomtments and
authorities granted purswant hereto i B

Heyd—s—e;—u;xdefWHBﬁg-—@f—%—ﬂﬂd—-Pﬁ@f—B&s&ﬁess and that accordmgiy, any swit, action or

proceeding arising out of such matters shall be brought in such court and, to this end, each
party hereto irrevocably agrees to submit to the jurisdiction of the High Court of England and
Wales and irrevocably waives (a) any objection which it or he may have now or hereafter to
any such suit, action or proceeding being brought in such court and (b) any claim that any
such suit, action or proceeding has been brought in an inconvenient forum, and further
irrevocably agrees that a judgment in any suit, action or proceeding brought in the High Court
of England and Wales shall be conclusive and binding upon such party and may be enforced
in the courts of any other jurisdiction.

SCHEDULE 2 - DEFINITIONS AND INTERPRETATION

Books and Records means i
information concerning the Syﬂé&eate—1992 and Prior Business of shat——swdieate—er—elesed
Year-SyndicateNewco and assets held in respect thereof including (without prejudice to the
generality of the foregoing) policy slips, policy wordings, underwriting cards, certificates of
insurance, policy renewal or cancellation documents, claims mformatlon (including prmt—outs
of recorded claims-g i ear-Syndies ; 2
Office), reserving documentation, reinsurance information, facultative and treaty outwards
reinsurance wordings, and all correspondence relating thereto and ail books of account,
financial information, investment records, accounting records and other records (however

stored) prepared or maintained by-er-on-behalf of that-Syndicate-or-Closed—Year Syndicatein
respect of the 1992 and Prior Business of Newco;

Confidential Information means all information of whatever nature in whatever form
(including, for the avoidance of doubt, professional advice) relating to the businessaffoirs—of

apy—Syndicate—orClosed—Year-Syndicate-1992 and Prior Business other than information
which (a) at the time when it is disclosed or obtained is in the public domain; or (b)

subsequently comes into the public domain otherwise than as a result of the breach by any
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party (or its employees, agents, subcomtractors or representatives) of the terms of this
Agreement;

Insurance Creditor means any policyholder under any contract of insurance originally
underwritten by a Syndicate or Closed Year Syndicate liabilities under which are comprised
in 1992 and Prior Business other than a member or former member of Lloyd's who is such a
policyholder in his capacity as an underwriter of insurance business at Lloyd's;

Newco means Equitas Insurance Limited, a limited company registered in England and Wales
with company pumber 06704451 whose registered office is at 33 St Mary Axe, ILondon,
EC3A 8LL:

Proportionate Cover Declaration means a notice or advertisement issued by ERL stating that
a Proportionate Cover Plan has been implemented or adjusted and stating: the effective date of
coming into effect of the Proportionate Cover Plan or, as the case may be, the effective date
of the adjustment to such Proportionate Cover Plan; the Proportionate Cover Rate or Rates;
and whether anyreinsured-NamesNewco may be entitled to payments under paragraph 13 of
schedule 3;

Proportionate Cover Plan means an adjustment of the liabilities of ERL in respect of the
Reinsurance Indemnities to Reinsured-MNamesNewco in accordance with clause 3.45 and
schedule 3;

Run-off means the administration and run-off of the Syndieate-1992 and Prior Business of any
Syndicate-er-any part-thereefNewco;

Secured Obligations means all moneys and liabilities (including contingent liabilities)

whaisoever which may be due, owing or payable by any—Name—er—any—Clesed—Year

NameNewco under any contract or insurance or reinsurance which has been reinsured by ERL
under the terms of this Agreement.
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SCHEDULE 2
SHARED AMENDED LIONCOVER PROVISIONS

19. NOTICES

Any notice or notification to be given hereunder shall be in writing and may be given either
by personal delivery, first class post or facsimile in the case of the 9001 Names and the PCW
Narnes to the Substitute Agent and in the case of any other sigmatoryparty to this Agreement
(except Lloyd's and Lioncover) to the address of sueh-signatorythe recipient party set out in
this Agreement or to such other address as any such sigaatesyparty may have notified as being
its address for service for the purposes of this Agreement. Any notice or notification io be
given to Lloyd's or Lioncover hereunder shall be given to the Secretary to the Council of
Lloyd's, One Lime Street, London EC3M 7HA or to such other address as Lloyd's may have
notified as being its address for service for the purposes of this Agreement and any
notification so given shall be deemed to be given to both Lioncover and Lloyd's._Any notice

or notification to be given to Newco hereunder shall be given to the company secretary, 33 St
Mary Axe. London, EC3A 8LL or to such other address as Newco may have notified as being
its address for service for the purposes of this Agreement.

SCHEDULE 1 - DEFINITIONS AND INTERPRETATION

Insurance Creditor means any policyholder under any contract of insurance originally
underwritten by a PCW Syndicate liabilities under which are comprised in PCW Business
other than a member or former mermber of Lloyd's who is such a policyholder in his capacity
as an underwrite of insurance business at Lloyd's;
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SCHEDULE 3

Part A
Transferring Centrewrite Provision

11. REPORTS AND ACCOUNTS

ERL shall, until the Syndicates 1992 and Prior Business has been discharged in full, provide
to Centrewrite—the-WasrilowNames-and-the Closed-YearNames-and-to-the-Substitute-Agent
and Newco copies of the annual report and consolidated accounts of the Equitas Group and/or
such other documents as may be agreed between ERL and Centrewrite from time to time.

Part B
Shared Amended Centrewrite Provisions

12. NOTICES

Any notice or notification to be given hereunder shall be in writing and may be given either
by personal delivery, first class post or facsimile in the case of the Warrilow Names and the
Closed Year Names to the Substiftute Agent and in the case of Centrewrite and any other
signatoryparty to this Agreement to the address of such-signatorythe recipient party set out in
this Agreement or to such other address as any such sigaateryparty may have notified as being
its address for service for the purposes of this Agreement. Any notice or notification to be
siven to Newco hereunder shall be given to the company secretary, 33 St Mary Axe. London,

EC3A 8LL or to such other address as Newco may have notified as being_its address for
service for the purposes of this Agreement.

SCHEDULE 1 - DEFINITIONS AND INTERPRETATION

Insurance Creditors means any policyholder, under any contract of insurance originally
underwritten by a Syndicate or Closed Year Syndicate liabilities under which are comprised in
1992 and Prior Business other than a member or former member of Lloyd's who is such a
policyholder in his capacity as an underwriter of insurance business at Lloyd's;
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SCHEDULE 4
EPTL DECLARATION OF TRUST

EQUITAS POLICYHOLDERS TRUSTEE LIMITED

DECLARATION OF TRUST
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THIS DECLARATION OF TRUST is made on 3 September 1996

BY:

EQUITAS POLICYHOLDERS TRUSTEE LIMITED of 2022 Bedford-Rew 33 St Mary
Axe, London WEIR4IS EC3A 8LL (the "Trustee", which expression shall include such
company and any other person or persoms acting as trustee for the time being of this
Declaration of Trust}.

WHEREAS:

(A)

B

©

D)

This Declaration of Trust is made pursuant to the Reinsurance Contract (as defined
below) pursuant to which ERL has agreed to reinsure and indemnify theReinsured
MamesNewco in relation to 1992 and Prior Business on the terms and conditions set
out in the Reinsurance Coniract.

Under the Reinsurance Contract, each-Reinsured-Name-has-assicned-absolately-by—way
of firstfixed—mortpage-to-the—Trustee—all right, title, benefit and interest which he

Newco has or may have against ERL in relation to:

(=) the performance of the Reinsurance Obligation (as defined in-the-Reinsuranee
Contractbelow) of ERL in accordance with clause 3 of the Reinsurance
Contract including, without limitation:

()  any right to receive damages from any person in respect of such rights;
and

(i) any rights in a winding-up of ERL or pursuant to any scheme or
composition entered into between ERL and its creditors including any
scheme of arrangement or compromise made under section 425 of the
Companies Act 1985 and any voluntary arrangement made between ERL
and its creditors ander sections 1 to 8 of the Insolvency Act 1986; and

(b) any return of premium payable on a winding-up purswant to any scheme or
composition entered into between ERL and its creditors to the extent that the
Secured Obligations have not been satisfied in full,

but not including such rights, title, benefit and interest in the Reinsurance Obligation
which are excluded from the assignment under the terms of the Reinsurance Contract,
has been assigned absolutely by wav of first fixed mortgage to the Trustee as security
for the discharge and payment of the Secured Obligations, on the terms that the Trustee
should hold such property assigned to it pursuant to a Declaration of Trust on the terms
set out herein,

The Trustee has agreed to act as trustee for the purposes of this Declaration of Trust
upon the terms and subject to the conditions set out herein.

This Declaration of Trust was made on 3 September 1996 and was varied pursuant to
the Court Order (as defined below).



NOW IT IS HEREBY DECLAIMED as follows:

1.1

INFTERPRETATION

Definitions

In this Declaration of Trust and the Recitals hereto the following words and
expressions have, except where the context otherwise requires, the meanings
respectively shown opposite them:

"1992 and Prior Business" means all labilities under contracts of insurance
underwritten at Lloyd's (other than life business) and originally allocated to the 1992
year of account or any earlier year of account inclnding, without limitation, any such
liabilities reinsured to clese into the 1993 or any later year of account but excluding
any liabilities re-signed, or re-allocated pursuant to a premium transfer, imte 1993 or
any later year;

"Authorised Investments" means any investment authorised by English law for the
investrnent by trustees of trust moneys or in any other investment which may be
selected by the Trustee as if the Trustee were an absolute beneficial owner of the Trust

Property;

"Closed Year Names" means in respect of any Closed Year Syndicate, those members
of Lloyd's who were members of that Closed Year Syndicate acting in their capacity as
members of the Closed Year Syndicate;

"Closed Year Syndicate” means any Syndicate constituted for any 1992 or prior year
of account which has been reinsured to close either directly or indirectly into any
Syndicate or Centrewrite;

"Court Order" means the order of the High Court of Justice of England and Wales

pursuant to which, inter alia. the liabilities of the Reinsured Names in respect of 1992
and Prior Business have been transferred to Newco and the benefit of the Reinsurance

Obligation has been transferred to Newco snbject to being held by the Trustee on the
terms of this Declaration of Trusi;

"this Declaration of Trust" means this Declaration of Trust as amended or modified
from time to time, including any other declaration, deed or instrument expressed to be
supplemental hereto;

"Equitas" means Equitas Limited, a limited company registered in England and Wales
with company number 3173352 whose registered office is at 28-22-Bedford Rew33 St
Mary Axe, London-WEIR-4IS, EC3A 8LL;

"Equitas Holdings Limited" means Equitas Holdings Limited, a limited company
registered in England and Wales with company number 3136296 whose registered
office is at 20-22-Bedford-Row33 St Mary Axe, London-WCIR-4JS, EC3A 811,
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"ERL" means Equitas Reinsurance Limited, a limited company registered in England
and Wales with company number 3136300 whose registered office is at 20-22-Bedferd
Row33 St Mary Axe, London-WCIR4IS, EC3A 8LL;

"Insolvency Event" means any of the evemts specified in Clause 2.154 of this
Declaration of Trust;

"Insurance Creditor" means any policyholder under amy contract of insurance
originally underwritten by a Syndicate or Closed Year Syndicate liabilities under which
are comprised in 1992 and Prior Business other than a member or former member of
Lloyd's who is such a policyholder in his capacity as an underwriter of insurance
business at Lloyds;

"life business" has the meaning ascribed to long term business in the Insurance
Companies Act 1982;

"Lloyd's" means the Society incorporated by Lloyd's Act 1871 by the name of
Lloyd's;

"Names" means the members of a Syndicate for the underwriting year as set out in the
Syndicate List acting in their capacity as members of such Syndicate;

"Newco" means Equitas Insurance [imited, a limited company registered in England
and Wales with company number 06704451 whose registered office is at 33 St Mary

Axe, London, EC3A 81.1:

"Proportionate Cover Plan" means a plan of such name introduced pursuant to clause
3.45 and schedule 3 to the Reinsurance Contract;

“Reinsurance Contract” means the contract dated emn—or—about—the—date—hereofd
September 1996 entered into between infer alia ERIL, the Names, the Closed Year
Names, the Substitute Agent, Lloyd's, Equitas Limited and the Trustee. as transferred
and_amended by the Court Order. pursuant to which ERL agrees to reinsure and
indemnify the-SyndieatesNewco in relation to the Syndieate-1992 and Prior Business of

each-SyndicateNewco;

"Reinsurance Obligation" has the meaning given to it in the Reinsurance Contract;

"Reinsured Names" means the Names and the Closed Year Names;

"Secured Obligations" means all moneys and liabilities (including contingent
liabilities) whatsoever which may be due, owing or payable by any-MName-or—any
Closed Year-NameNewco under any coniract of insurance or reinsurance which has
been reinsured by ERL under the terms of the Reinsurance Contract;

"Substitute Agent” means, in respect of the Reinsurance Contract, the person who bas
entered into such contract as substitute managing ageni on behalf of the Syndicates,
being the person appointed as substitute managing agent of such Syndicates pursuant to
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1.2

a direction of the Council under the Substitute Agents Byelaw (No. 20 of 1983} and
any suCCESsor managing agent or substitute managing agent;

"syndicate” means a group of underwriting members of Lloyd's, to which a particular
number is assigned by or under the authority of the Council, for whose account an
active underwriter accepted or accepts insurance business at Lloyd's;

"Syndicate" means each of the syndicate years of account listed in schedule 1 to the
Reinsurance Contract;

“Trust Corporation” means a corporation entitled by rules made under the Public
Trustee Act 1906 to act as a custodian trustee;

"Trust Property” means all the property, assets and rights (whether present, future,
prospective or contingent)-ef-Reinsured—Names assigned to the Trustee pursuant to
clause 4.1 of the Reinsurance Contract.

Construction: In this Declaration of Trust, except where the context otherwise requires:
(2) clause headings are for ease of reference only,

(b} references to clavses, sub-clauses or paragraphs are, uniess otherwise
specified, to be construed as references to clauses, sub-clauses and paragraphs
of this Declaration of Trust;

(c) references to any statute or other legislative provision shall include any
statutory or legislative modification or re-enactment thereof, or any
substitution therefor;

() references to documents include any deed (including this Declaration of
Trust), negotiable instrument, certificate, notice or other document of any
kind and references to any document (or a provision thereof) shall be
construed as a reference to that document or provision as from time to time
amended, supplemented, varied or replaced (in whole or in part);

(e) references to the word “person” or “persons” include, without limnitation,
individuals, firms, corporations, government agencies, authorities and other
bodies, incorporated or umincorporated and whether having distinet legal
personality or not;

§3] references to amy party hereto or any person include references to amy
successor or assignee of such party or other person;

() reference to:
() amember of Lloyd's includes a former member of Lloyd's;

(i) a former member of Lloyd's includes a member who has died or, as the
coniext may require, the estate or personal representatives of such a
member; and
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2.2

(i) a member of Lloyd's includes reference to any administrator,
administrative receiver, committee, curator bonis, executor, liquidator,
manager, personal representative, supervisor or trustee in bankruptcy, or
any other person entitled or bound to administer the affairs of the
member concerned;

(h) reference to;

() a managing agent includes a substitute agent appointed to perform any of
the functions of a managing agent; and

(i) a members' agent include a substitute agent appointed to carry out any of
the functions of a members' agent; and

)] unless the context otherwise requires, words denoting the singular
number shall include the plural and vice versa.

DECLARATION OF TRUST

The Trustee shall stand possessed of the Trust Property upon trust to hold or apply all
or any of it in the manner and order of priority set out in paragraphs 2.2 to 2.17 below.

In the event of being notified by anyReinsured-MName-or—the-Substitute—ApgentNewco
that ERL has failed to discharge its obligation to the-Reinsured-NameNewco and/or the

Trustee to make any payment to an Insurance Creditor in accordance with the
Reinsurance Contract, the Trustee shall take such steps as it shall in its absolute
discretion deem appropriate to seek to enforce the obligation of ERL to make such
payment or to seek to obtain damages from ERL for failure so to do provided that the
Insurance Creditor and/or the-Reinsured-NameNewco shall have provided the Trustee
with such evidence as it may, acting in good faith, in its absolute discretion require as

to the non performance by ERL of its obligation under the Reinsurance Contract and
that the-relevant Reinsured-NameNewco shall have taken such steps as the Trustee may
reasonably require to seek to enforce performance by ERL of such obligation. The
Trustee shall have power to determine, upon such advice as it, acting in good faith, in
its absolute discretion thinks fit as to the merits of any such claim against ERL and
having regard to all the circumstances, the most appropriate action (if any) which it
should take against ERL to enforce such obligation. Any sums received by the Trustee

in respect of such judgment shall, unless an Insolvency Event has occurred, be
distributed in the following manner:

(a) subject to paragraph (b) below, upon receiving such evidence as it may in its
absolute discretion deem appropriate as to the identity of the Insurance
Creditor to be paid such sums under the terms of the Reinsurance Contract,
the Trustee shall pay such sums to the relevant Insurance Creditor. As a
precondition to making such payment, the Trustee may require written
confirmation from such Insurance Creditor that such sums will be applied to
reduce or extinguish pro tento the amounts owed to him under the policy of
insurance or reinsurance which has been reinsured by ERL under the terms of
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2.3

2.4

the Reinsurance Contract and/or any judgment he has obtained in respect of
such contract;

)] if the Insurance Creditor referred to in paragraph (a) above has already
received payment in whole or in part of the sums due to him under the policy
of insurance or reinsurance which has been insured under the terms of the
Reinsurance Contract (including by reason of the exercise of any rights of set-
off which such Insurance Creditor may have), the Trustee shall only make
payment to such Insurance Creditor up to the balance of the amounts owing to
such Insurance Creditor under the relevant policies of insurance or reinsurance
as determined by the Trustee upon receipt of such evidence as it, acting in
good faith, in its absolute discretion determines necessary o be able to

determine such amounts. Any balance shall be paid by the Trustee to the

determining whether such Insurance Creditor has already received payment in
respect of the relevant policy of insurance or reinsurance as described above,
the Trustee is entitled to assume without enquiry that no such payment has
been received by such Insurance Creditor, in the absence of receiving such
evidence from the Reinsured-Name-or Substitute-AgentNewco as it may in its
absolute discretion require, establishing that such payment has been made.

If prior to the occurrence of an Insolvency Event the Trustee receives any sums in
respect of the Trust Property other than in the circumstances described in Clause 2.2
above it shall either distribute such sums to the Insurance Creditors and/or the
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in the manner described in paragraphs (a) and (b) of Clause 2.2 or, to the extent that
the sums received represent sums that should have been paid to an Insurance Creditor
by ERL in accordance with clause 3.4 of the Reinsurance Contract, the Trustee may
alternatively return such sums to ERL and require ERL to distribute such sutas in

accordance with the terms of the Reinsurance Confract.

Upon the occurrence of an Insolvency Event, the Trustee may serve a notice pursuant
to clause 4.10 of the Reinsurance Contract requiring payments which would otherwise
be paid to Insurance Creditors by ERL under the terms of the Reinsurance Coniract to
be paid to it and shall take such steps against ERL as it shall deem necessary to realise
and protect the Trust Property, including, without limitation, petitioning for the
winding-up of ERL or petitioning for an administration in respect of ERL or
consenting or objecting to any scheme or composition proposed to be entered into
between ERL and its creditors. Unless and until the Trustee receives notice in writing
from any Insurance Creditor or ERL that an Insolvency Event has occurred, together
with such supporting evidence of the occurrence of such Insolvency Event as the
Trustee may acting in good faith in its absolute discretion require, the Trustee is
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2.5

2.6

2.7

entitled to assume (and it is hereby declared to be the intention of the Trustee that it
will assume) without engquiry that no Insolvency Event has occurred.

Following the occurrence of an Insolvency Event, any sums received by the Trustee in
respect of the Trust Property including, without limitation, on a winding-up of ERL or
pursuant to any scheme or composition entered into between ERL and its creditors
including any scheme of arrangement or compromise made under section 425 of the
Companies Act 1985 and any voluntary arrangements made between ERL and its
creditors under sections 1 to 8 of the Insolvency Act shall be distributed by the Trustee
to the Insurance Creditors in accordance with Clause 2.7.

In proving in a winding-up of ERL or in making a claim pursuant to a scheme or
composition entered into between ERL and its creditors, the Trustee shall from the
information available to it seek to establish the amount owing by ERL under the terms
of the Reinsurance Contract and the amount of the Secured Obligations that is due to
each Insurance Creditor. In doing so, the Trustee shall be entitled to consider all
information provided to it by the Insurance Creditors or any broker or by ERL or any
other information as it, in its absolute discretion, deems relevant. In the absence of
obtaining sufficient evidence from each Insurance Creditor satisfactory to the Trustee
to enable it to determine the amount that is due to such creditor in respect of the
Secured Obligations, it shall be entitled to assume that any figures produced by 2
liquidator, administrator or supervisor or as determined pursuamnt to any scheme of
arrangement pursuant to section 425 of the Companies Act 1985, which enables it to
caiculate directly or indirectly the amount so owing to such Insurance Creditor, are
correct without further enquiry.

All moneys received or recovered by the Trustee in respect of the Secured Obligations
following an Insolvency Event shall be held by it on trust to be applied as follows in
the following order of priority (and in each case only if and to the extent that payments
or provisions of a higher priority have been made in full):

(a) first, in or towards satisfaction of the fees or other remuneration payable to
the Trustee and any costs, charges, liabilities and expenses incurred by the
Trustee under or in connection with this Declaration of Trust;

() second, in or towards satisfaction of the Secured Obligations owing to each
Insurance Creditor {or any person to whom an Insurance Creditor has assigned
all or any part of the Secured Obligations) rateably in proportion to the
Secured Obligations, as determined by the Trustee in establishing a proof or
claim in a lquidation of ERL or in any composition or scheme made between
it and its creditors (or if no proof or claim has been made, in accordance with
the Trustee's determination of the Secured Obligations owing {whether

actually, prospectively or contingently) to each Insurance Creditor (or an
assignee as aforesaid)); and

©
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2.8

2.9

2.10

@

Provided the Trustee distributes any proceeds referred to in Clause 2.7 to Insurance
Creditors (or an assignee thereof in accordance with Clause 2.7) or Reinsured
NamesNewco as set out therein, in the absence of the wilful default of the Trustee in
establishing the amount of the Secnred Obhgauons owing to each Insurance Creditor
(or an assignee thereof)
Naaa&e—m—ae—ee&daaee—m«th—@laase—’-’—l no Insurance Creditor—Remmed-k&me nor the
Substitute—AgentNewco shall be entitled to make any claim against the Trustee in
respect of the distribution of such proceeds by the Trustee.

2-10-If the amount payable to the Trustee in respect of any winding-up or scheme or
composition entered info between ERL and its creditors is adjusted as a result of the
introduction of any Proportionate Cover Plan or due to the adjustment of the value
attributed to any future or contingent liability or claim, in accordance with the terms of

such winding-up or scheme or composition, the amount payable to the Insurance
Creditors and Reinsured—NamesNewco pursuant to Clause 2.7 shall be varied in
accordance with such adjustment provided that such adjustment shall not affect any
amounis previously paid to any Insurance Creditor or ReinsaredMameNewco by the
Trustee. If the Trustee is of the view {considering such information as it in its absolute
discretion deems necessary) that such adjustment of the amount payable in such
winding-up or scheme or composition impacts upom the Trustees' previous
determination of the Secured Obligations owing to each Insurance Creditor, the Trustee
shall adjust the future amounts payable to each Insurance Creditor under this
Declaration of Trust in accordance with the amount of the Secured Obligations it
determines is owing to each Insurance Creditor following such adjustment. In
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2.11

2.12

2.13

2.14

2.15

determining such adjustment, the Trustee shall be entitled to assume that any figures
prepared by a liquidator, administrator or supervisor which enable it to calculate
directly or indirectly the adjusted amount owing to such Insurance Creditor are correct.

241-The Trustee may refrain from distributing any amounts received in respect of a
proof or claim in accordance with Clause 2.7 to any Insurance Creditor until receipt of
a written confirmation from such Insurance Creditor that such sums will be applied to
reduce or extinguish pro tanto the amounts owed to him under the policy of insurance
or reinsurance which has been reinsured by ERL under the terms of the Reinsurance
Contract.

2-12-The Trustee shall not be required to take any steps to enforce the Secured
Obligations other than provided pursuant to Clauses 2.1 to 2.140 above.

2-13-Upon the receipt of such evidence as the Trustee may in its absolute discretion
require that the Secured Obligations have been paid and discharged in full and that ait
sums which are or may become payable to it pursuant to the Declaration of Trust have
been satisfied in full, the Trustee will release the security constituted by the
Reinsurance Contract and this Declaration of Trust and reassigrassion (o each
Reinsured-NameNewco or such other person as eachReinsured—MNameNewco may
direct or such other person as may be entitled thereto, all of the Trust Property.

2-14-The Trustee shall not be required to take any action under this Clause 2 or any
other provision of this Declaration of Trust, unless it is satisfied that it will be
indemnified in respect of all costs, charges, expenses and liabilities to be properly
incurred by it in respect of such action. To the extent that the Trustee is not able to
recover any such costs, charges, expenses or liabilities from Equitas under Clause 7 of
this Declaration of Trust the Trustee is entitled, without prejudice to its right to
indemnify itself from the Trust Property as a matter of law, to utilise the proceeds of
any sums received in respect of the Trust Property in meeting such costs, charges,
expenses or liabilities and to deduct such amounts from the amount payable by it to

Insurance Creditors and to the-SubstiateAgent-or-NamesNewco under the terms of

this Declaration of Trust.

245-For the purpose of this Declaration of Trust, the following shall constitute an
Insolvency Event:

(a) ERL shall fail to comply with any obligation to make any payment under the
terms of the Reinsurance Contract and, final judgment not being subject to
further appeal having been obtained in the court of any relevant
jurisdiction against ERL in respect of such breach, ‘ERL shall fail to satisfy the
terms of such judgment within 7 days;

(b) any order shall be made by any competent court or resolution passed for the
winding-up of ERL or a liquidator or provisional liquidator is appointed in
respect of ERL;
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2.16

2.17

© ERL is unable or deemed unable to pay its debts within the meaning of section
123 of the Insolvency Act 1986 or becomes unable to pay its debts as they fall
due or suspends or threatens to suspend making payments (whether of
principal or interest) with respect to all or any class of its debts. Provided that
in determining whether ERL is unable to pay its debts as aforesaid, account
shall be taken of the extent to which any debt which ERL would otherwise be
obliged to pay in full can be paid at less than that amount under:

(a) any Proportionate Cover Plan then in effect; or

(b) any Proportionate Cover Plan which ERL has power to introduce unless
ERL has stated that no Proportionate Cover Plan will be introduced to
enable it to pay its debts; or

() any suspension of payments introduced pursuant to paragraph 9 of
schedule 3 to the Reinsurance Contract; and

2.15.2 an administrator, administrative receiver or manager, receiver, trustee or
similar officer is appointed or an administration order made with respect to
ERL or the whole or any substantial part of its assets.

2-16-Notwithstanding any other provision of this Declaration of Trust, if the Trustee
receives any sums in respect of the Trust Property in respect of which it is unable to
determine how such sums should be distributed in accordance with the terms of this
Declaration of Trust or if it is aware of any dispute or proceedings by any person in
respect of his entitlement under this Declaration of Trust or in respect of the Trustee's
determination of such entitlement, it shall be entitled to withhold distribution of such
sums until it has been possible to establish to its satisfaction how they should be
distributed, and the Trustee shall be entitled to take such advice pursuant to Clause 5(a)
as it thinks necessary to assist it in making such determination. Any determination of
the persons entitled to any sums received by the Trustee in respect of the Trust
Property shall be conclusive and, in the absence of wilful default on the part of the
Trustee in making such determination, no Insurance Creditor;orReinsuredNarme nor
the—SubstituteAsentNewco shall be entitled to make any claim against the Trustee
under this Declaration of Trust in respect of the distribution of such proceeds by the
Trustee. Pending such determination, the Trustee shall be-entitled to invest such sums
in Authorised Investments and to accumulate any income arising thereon.

2-37-Notwithstanding any provision hereof, the Trustee shall not seek to prevent the
implementation of any scheme or composition proposed to be entered into between
ERL and its creditors in respect of any return of premium payable under clause 8 of
the Reinsurance Contract unless the Trustee, acting in good faith, is of the opinion that
following the implementation of such scheme or composition ERL would be unable or
deemed unable to pay its debts within the meaning of section 123 of the Insolvency Act
1986, and, for these purposes, on the assumption that ERL has no power to introduce a
Proportionate Cover Plan.
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3,
3.1

iz

3.3

4.2

THE SECURITY

(a) The security created by the Reinsurance Contract and the Declaration of Trust
shall not be satisfied by any intermediate payment or satisfaction of any
amount hereby or thereby secured and the security so created shall be in
addition to and shall not be prejudiced by any other security or guarantee now
or hereafter held by the Trustee or any other person for all or any part of the
Secured Obligations hereby and thereby secured or the liability of any person
for the whole or any part of the Secured Obligations;

®) Every power and remedy given to the Trustee herein shall be in addition to
and not a limitation of any other power or remedy vested in the Trustee under
the Reinsurance Contract, or by statute, rule or law or otherwise, and all such
powers may be exercised from time to time and as often as the Trustee deems
expedient.

The trusts constitited by the Reinsurance Contract and this Declaration of Trust shall
(subject to Clause 3.3) remain in full force and effect for so long as any amounts
remain due to the Trustee or delegate of the Trustee pursuant to the Reinsurance
Contract and this Declaration of Trust and any of the Secured Obligations remain due
to any of the Insurance Creditors.

The perpetuity period applicable hereto under the rule against perpetuities shall be the
period of eighty years less one day from the date of these presents and every power,
authority or discretion to which the said rule applies which is conferred upon the
Trustee or any other person by these presents shall only be exercisable during that
period.

SUSPENSE ACCOUNT, INVESTMENT AND ACCUMULATIONS

Pending appropriation and distribution in accordance with Clause 2 of any sums
received by the Trustee in respect of the Trust Property, the Trustee may place such
SUmS on & suspense account which it may maintain for as long as it thinks fit.

The Trustee may invest in the name or under the control of the Trustee an amount
equal to the balance from time to time standing to the credit of any suspense account in
any Authorised Investment or by placing the same on deposit in the name or under the
control of the Trustee and in such currency as the Trustee may think fit. The Trustee
may at any time vary or transfer any of such investments for or into any other such
Authorised Investment or convert any other moneys so deposited into any other
currency and shall not be responsible for any loss occasioned thereby (whether by
depreciation in value, fluctuation in exchange rates or otherwise) uniess such loss is
occasioned by the wilful misconduct or fraud of the Trustee. The Trustee shall not be
under any obligation to diversify any investment or investments made by it pursuant to
this Clause.
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The resulting income arising on any investments made pursuant to Clause 4.2 above
may, at the discretion of the Trustee, be accumulated.

TRUSTEE'S RIGHTS, DUTIES AND SUPPLEMENTAL POWERS

By way of supplement to the Trustee Act 1925 it is expressly declared as follows:

(@

(b)

©)

(d)

®

)

6:4]

The Trustee may in relation to the Reinsurance Contract or this Declaration of
Trust act on the opinion or advice of, or a certificate or any information
obtained from, any lawyer, banker, valuer, surveyor, securitics company,
broker, auctioneer, accountant or other expert in the United Kingdom or
elsewhere and shall not if acting in good faith be responsible for any loss
occasioned by so acting.

Any such opinion, advice, certificate or information may be sent or obtained
by letter, telegram, telex, facsimile reproduction or in any other form and the
Trustee shall not if acting in good faith be liable for acting on any opinion,
advice, certificate or information purporting to be so conveyed although the
same shall contain some crror or shall not be authentic PROVIDED THAT
such error or lack of authenticity is not manifest.

The Trustee shall as regards all rights, powers, authorities and discretions
vested in it by the Reinsurance Contract or this Declaration of Trust, or by
operation of law, have complete discretion as to the exercise or non-exercise
thereof.

Any investment made by or on behalf of the Trustee pursuant to Clause 4
may, at its discretion, be made or retained in the name or names of a nominee
or nominees.

The Trustee shall be at liberty to place this Declaration of Trust and all deeds
and other documents relating to the Reinsurance Contract or this Declaration
of Trust with any bank or banking company, or lawyer or firm of lawyers,
believed by it to be of good repute, in any part of the world, and the Trustee
shall not be responsible for or be required to insure against any loss incurred
in connection with any such deposit.

The Trustee may, in the conduct of the trust business, instead of acting
personally, employ and pay an agent to transact or comnduct, or concur in
transacting or conducting, any business and to do or concur in doing all acts
required to be done by the Trustee (including the receipt and payment of
money). The Trustee shall not, provided that the Trustee has exercised
reasonable care in the selection of any person appeinted by it in good faith
hereunder, be responsible for any misconduct on the part of any such person
or be bound to suspend the proceedings or acts of any such persons.

The Trustee may refrain from doing anything which would or might in its
opinion be comntrary to amy law of any jurisdiction or any directive or
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regulation of any agency of any state or which would or might otherwise
render it liable to any person and may do anything which it reasonably
believes to be necessary to comply with any such law, directive or regulation.

(h)

®  The Trustee shall not be bound to give notice to any person of either the
execution of the Reinsurance Contract or this Declaration of Trust nor
shall it be liable for any failure, omission or defect in perfecting the
security intended to be constituted by the Reinsurance Contract or this
Declaration of Trust including, without prejudice to the generality of the
foregoing, (a) failure to obtain any licence, comsent or other authority
for the execution of the same, and (b} failure to effect or procure
registration of or otherwise protect any of the Reinsurance Coatract or
this Declaration of Trust by registering the same under any registration
laws in any territory, or by registering any notice, caution or other entry
prescribed by or pursuant to the provisions of the said laws;

(i) The Trustee shall not be responsible for the genuineness, validity or
effectiveness of either the Reinsurance Contract or this Declaration of
Trust or any obligations or rights created or purported to be created

| thereby or any security constituted or purported to be constituted by or
pursuant to either the Reinsurance Contract or this Declaration of Trust,
nor shall it be responsible or liable to any person because of any
invalidity of any provision of such documents, whether arising from
statute, law or decision of any court;

@ii) The Trustee shall not be liable or responsible for any loss, cost, damage,
expense or inconvenience which may result from anything done or
omitted to be done by it under the Reinsurance Contract or this
Declaration of Trust, except such as arise as a result of the wilful
misconduct or fraud of the Trustee.

SUPPLEMENTAL PROVISIONS REGARDING THE TRUSTEE

Except as herein otherwise expressly provided, the Trustee shall be and is hereby
authorised to assume without enquiry, and it is hereby declared to be the intention of
the Trustee that it shall assume without enquiry, that ERL is duly performing and
observing all the covenants and provisions contained in the Reinsurance Contract and
that Reinsured-Naspes-areNewco is duly performing and observing theiits duties and
obligations owed by themit in respect of the Secured Obligations. The Trustee shall
only be required to take any action against ERL in respect of the Trust Property in the
circumstances set out in Clause 2 of this Declaration of Trust and shall incur no
liability to Insurance Creditors, Reinsured NamesNewco or any other person for failing
to take any action against ERL in any other circumstances. The Trustee shall not be
required to take any action in respect of the failure by any-Reinsured-NameNewco (o

- 65 -



6.2

6.3

6.4

6.5

perform its duties or obligations in respect of the Secured Obligations except as
expressly provided herein.

The Trustee may, in the execution of all or any of the trusts, powers, authoritics and
discretions vested in it by the Reinsurance Contract and this Declaration of Trust, act
by responsible officers or a responsible officer for the time being of the Trustee. The
Trustee may also, whenever it thinks expedient, whether by power of attorney or
otherwise, for a period not exceeding 12 months delegate to any person or persons all
or any of the trusts, rights, powers, dufies, authorities and discretions vested in it by
the Reinsurance Contract and this Declaration of Tmst. Any such delegation may be
made upon such terms and conditions and subject to such regulations (including power
to sub-delegate) as the Trustee may think fit and, PROVIDED THAT the Trustee shall
have exercised reasonable care in the selection of such delegate and, where & power to
sub-delegate has been given, has obliged the delegate to exercise reasonable care in the
selection of any sub-delegate, the Trustee shall not be responsible for any loss incurred
by any misconduct or default on the part of such delegate or sub-delegate.

The Trustee shall not, and no direcior or officer of the Trustee shall, by reason of the
fiduciary position of the Trustee, be in any way precluded from making any contracts
or entering into any transactions in the ordinary course of business with ERL or any
Insurance Creditor or asy-Reinsured-NameNewco or from accepting the trusteeship of
any stock, shares, debenture stock, debentures or securities of ERL or any of its
subsidiaries or company connected with it. Neither the Trustee nor any such director or
officer shall be accountable to any Insurance Creditor or apy-ReinsuredNameNewco
for any profit, fees, commissions, interest, discounts or share of brokerage earned,
arising or resulting from any such contracts or transactions. The Trustee and any such
director or officer shall be at liberty to retain the same for its or his own benefit.

The powers conferred by the Reinsurance Contract and this Declaration of Trust upon
the Trustee shall be in addition to any powers which may from time to time be vested
in it by general law.

Sections 93 and 103 of the Law of Property Act 1925 shall not apply to this
Declaration of Trust.

TRUSTEE'S REMUNERATION AND INDEMNITIES

(a) Equitas shall pay or shall arrange for payment to the Trustee remuneration for
its services upon the terms and conditions contained in letters from time to
time entered into between Equitas and the Trustee.

(b} If the Trustee finds it expedient or is required to undertake any additional or
exceptional duties in the course of its trusteeship under this Declaration of
Trust, Equitas shall pay such additional remuneration as shall be agreed
between the Trustee and Equitas. If the Trusiee and Equitas fail to agree an
alteration in the annual remuneration or the amount of any additional
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7.2

7.3

7.4

7.5

7.6

remuneration as aforesaid, it shall be determined by a chartered accountant
selected by the Trustee and approved by Equitas, or, failing such approval,
nominated by the President for the time being of the Institute of Chartered
Accountants in England and Wales. The expenses involved in such nomination
and the fees of such chartered accountant shall be paid by Equitas. The
determination of such chartered accountant (who shall be deemed to be acting
as an expert and not as an arbitrator) shall be conclusive and binding upon the
Trustee and Equitas.

() Equitas shall pay to the Trustee an amount equal to the amount of any value
added tax or similar tax chargeable in respect of its remuneration hereunder.

In addition to remuneration hereunder, Equitas shall, on written request, pay all other
reasonable costs, charges and expenses (including travelling expenses and any value
added tax or similar tax) which the Trustee may incur in relation to the preparation and
execution of the Reinsurance Coniract and this Declaration of Trust and the exercise of
the rights, power, duties, authorities and discretions or the exccution of the trusts
vested in it by or pursuant thereto. Reference in this Clause to costs, charges and
expenses shall include value added tax or similar tax charged in respect thereof.

Equitas shall indemnify the Trustee and keep it indemnified:

(a) in respect of all Habilities and expenses properly incurred by it or by any
person appointed by it to whom any trust, power, authority or discretion may
be delegated by it in the execution or purported execution of the trusts,
powers, authorities or discretions vested in it by the Reinsurance Contract and
this Declaration of Trust; and

)] against all losses, liabilities, actions, proceedings, costs, claims and demands
in respect of any matter or thing done or omitted in any way relating to the
Reinsurance Contract and this Declaration of Trust, except to the extent that
they are sustained or incurred as a result of the wilful misconduct or fraud of
the Trustee,

All sums payable under Clauses 7.2 and 7.3 of this Clause shall be payable on demand.
All sums payable by Equitas under this Clause shall, in the case of any payment
actually made by the Trustee prior to the demand, (if the Trustee so requires) carry
interest at the rate of one per cent per annum above the normal lending rate of a
leading bank in London, and (in all other cases} shall carry interest at such rate from
the date fifteen days after the date of the same being demanded or being due or (where
the demand specified that payment will be made on an earlier date) from such earlier
date.

Unless otherwise specifically stated in any discharge of these presents the provisions of
this Clause 7 shall continue in full force and effect notwithstanding such discharge.

The Trustee may also make any arrangement for payment of remuneration for its
acting as Trustee hereunder or for the indemnification of it in respect of any liabilities
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9.2

10.

and expenses incurred by it in so acting as Trustee with any person whatsoever in
addition to any remuneration or indemnity it is entitled to hereunder and shall not be
required to account to any Insurance Creditor, Reinsured-NameNewco or any other
person in respect of such remuneration or indemnity.

ACTION OF TRUSTEES

Whenever there shall be more than two trustees hereof the majority of such trustees
shall (provided such majority includes a trust corporation) be competent to execute and
exercise all the trosts, rights, powers, duties, authorities and discretions vested by this
Declaration of Trust in the Trustee generally.

APPOINTMENT OF NEW OR FURTHER TRUSTEES

The power of appointing new Trustees shall be vested in Equitas Holdings Limited.
Equitas Holdings Limited may at any time by notice in writing to ERL and the Trustec
remove any Trustee or Trustees for the time being hereof. The removal of a Trustee
shall not become effective unless there remains at least one Trustee or Trustees in
office after such removal. The provisions of section 37()(c) of the Trustee Act 1925
shall not apply to the extent that they are inconsistent with the provisions of this
Declaration of Trust.

Notwithstanding the provisions of Clause 9.1, the Trustee may, upon giving prior
notice to BRL and EHL, appoint any person (whether a trust corporation or not) to act
either as a separate trustee or as a co-trustee jointly with the Trustee:

(2) if the Trustee considers such appointment to be in the interests of the
Insurance Creditors or the Reinsured Names; or

(b) for the purposes of conforming to any legal requirement or restriction.

Such person shall (subject always to the provisions of the Reinsurance Contract and
this Declaration of Trust) have such trusts, rights, powers, duties, authorities and
discretions (not exceeding those conferred on the Trustee by the Reinsurance Contract
and this Declaration of Trust) and such duties and obligations as shall be conferred or
imposed by the instrument of appointment. The Trustee shail have power in like
manner to remove any such person. Such reasonable remuneration as the Trustee may
pay to any such person, together with any attributable costs, charges and expenses
incurred by it in performing its function as such separate trustcc or co-trusiee, shall,
for the purposes of this Declaration of Trust, be treated as costs, charges and expenses
incurred by the Trustee.

RETIREMENT OF TRUSTEE

Any Trustee for the time being of these presents may retire at any time upon giving not
less than three months' notice in writing to ERL and EHL without assigning any reason
therefor and without being responsible for any costs occasioned by such retirement.
The retiremnent of a sole Trustee shall not take effect until the appointment of a new
Trustee has been effected.
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12,
12.1

12.2

13.

MODIFICATIONS

The Trustee may from time to time and at any time make any modification of this
Declaration of Trust, if in the opinion of the Trustee such modification:

(a) is of a formal, minor or technical nature; or
{b) is made to correct a manifest error; or
{c) is not prejudicial in the opinion of the Trustee to the interests of the Insurance

Creditors or aay-Reinsured-NameNewco; or

(@ is made to perfect or give effect to any charge or security created or intended
to be created by the Reinsurance Contract or this Declaration of Trust or to
facilitate the exercise, or the proposed exercise, of any of the Trustee's
powers or the protection, management or realisation of any of the Trust

Property.

NOTICES

Fach notice, request, demand, approval, certificate or other communication to be given
or made by one person to another under this Declaration of Trust shall be given, made
or served by telex, facsimile or letter to the following address, telex or facsimile
nuiber:

(a) if to the-Substitute-AgentNewco, to the address, telex or facsimile number or
other address for service specified in or pursuant to the Reinsurance Contract;

{b) if to the Trustee, to its registered office from time to time; and

(c) if to ERL to the address, telex or facsimile number or other address for
service specified in or pursuant to the Reinsurance Contract,

or to such other address, telex or facsimile number in the United Kingdom as such
person may have notified to the Trustee by not less than 15 days notice in writing as
the address, telex or facsimile number for the time being of such person.

Any communication to any person shall be deemed to be received by that person (if
sent by telex or facsimile) when such communication has been despatched and the
appropriate answerback or confirmation received or (if sent by letter) when left at the
appropriate address or (as the case may be) three days after being deposited in the post
(first class postage prepaid) in an envelope addressed to such person at that address.

WAIVER

No course of dealing by the Trustee with any person and no failure or delay on the part
of the Trustee to execute or exercise any trust, right, power, duty, discretion or
authority under the Reinsurance Contract or this Declaration of Trust or provided by
statute or by law or in equity or otherwise shall impair or operate as a waiver of any
such trust, right, power, duty, discretion or authority or be construed as a waiver of
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any default or as an acquiescence therein. Any single or partial execution or exercise of
any such trust, right, power, duty, discretion or authority shall not preclude any other
or further execution or exercise thereof or the execution or exercise of any other rights,
privilege or remedies. The rights and remedies contained in the Reinsurance Contract
and this Declaration of Trust are cumulative and not exclusive of any other right and
remedy which the Trustee would have for the effective enforcement of the rights
accorded in the Reinsurance Contract and this Declaration of Trust,

14. TAXES

Notwithstanding anything herein contained, to the extent, required by any applicable
law, if the Trustee shall be required to deduct or withhold from any distribution or
payment made by, it hereunder or if the Trustee shall otherwise be charged to tax as a
consequence of performing its duties hereunder, any amount for which the Trustee may
be liable, whether as principal or agent, by reason of any assessment or prospective
assessment to taxation of whatsoever nature and whensoever made upon the Trustee in
connection with or arising from any sums received by it or to which it may be entitled
under the Trust Property (other than in connection with its remuneration specified in
Clause 7) or any investments from time to time representing the same, including any
income or gains arising therefrom or any action of the Trustee in or about the
administration of the trusts of this Declaration of Trust (other than the remuneration
specified in Clause 7), the Trustee shall be entitled to make such deduction or
withholding or, as the case may be, retention in respect of taxation. If the Trustee
incurs any loss, cost, liability or expense by reason of any such assessment for which
no such deduction or withholding or retention has been made by the Trustee or if any
such deduction or withholding or retention is insufficient, Equitas will indemnify the
Trustee therefor and the Trustee shall be entitled to reimbursement of such amounts
from the Trust Property.

15. PARTIAL INVALIDITY

If any of the provisions of this Declaration of Trust becomes invalid, illegal or
unenforceable in any respect under any law, the validity, legality or enforceability of
the remaining provisions shall not in any way be affected or impaired.

16. GOVERNING LAW AND JURISDICTION

This Declaration of Trust and all the terms and provisions hereof and all questions of
construction, validity and performance hereunder shall be governed by and construed
in accordance with the laws, of England. The courts of England shall have exclusive
jurisdiction to setile any dispute and/or controversy of whatsoever nature which may
arise out of or in comnection with this Declaration of Trust and any suit, action or
proceeding arising out of such matters shall be brought in such courts.

IN WITNESS WHEREOF this Declaration of Trust has been executed as a deed by the
parties hereof the day and year first above written.
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EXECUTED as a DEED and
DELIVERED by

EQUITAS POLICYHOLDERS
TRUSTEE LIMITED

acting by two Directors/a Director and
the Secretary ) Director
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M. Crall
Director

J.V. Barker



