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CHANCERY CHAMBERS

IN THE HIGH COURT OF JUSTICE V No 1863 of 2015

%
JOER\
CHANCERY DIVISION

COMPANIES COURT
The Honourable Mr Justice Warren
Thursday the 9" day of July 2015

IN THE MATTER OF INDEPENDENT INSURANCE COMPANY LIMITED (IN PROVISIONAL

LIQUIDATION
! ‘ @coum S BON
AND IN THE MATTER OF PART 26 OF THE COMPANIES ACT 2006 & @ (o)

ORDER

UPON THE APPLICATION by Part 8 Claim Form dated 11 March 2015 (the "Claim Form") of
Independent Insurance Company Limited (in provisional lquidation) with registered number
00080623 whose registered office I1s at c/o Capita Insurance Services Ltd, 5" Floor Churchgate
House, 56 Oxford Street, Manchester M1 6EU (the "Company") acting by its provisional iquidators
Mark Charles Batten and Dan Yoram Schwarzmann (the "Provisional Liquidators") appointed by
order of Mr Justice Fernis dated 17 June 2001

AND UPON HEARING Daniel Bayfield, Counsel for the Company
AND UPON READING the Clam Form and the evidence

AND UPON the Financial Services Compensation Scheme by Counsel, namely, Daniel Bayfield,
undertaking to be bound by the scheme of arrangement hereinafter mentioned and proposed to be
made between the Company and the Scheme Creditors (as defined in the scheme of arrangement
hereinafter mentioned)

THIS COURT HEREBY SANCTIONS the scheme of arrangement as set forth in the Schedule
hereto

AND IT IS ORDERED that the Provisional Liquidators do forthwith deliver an office copy of this
order to the Registrar of Companies for England and Wales
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CHANCERY DIVISION
COMPANIES COURT

IN THE MATTER OF THE COMPANIES ACT 2006
-and -

IN THE MATTER OF INDEPENDENT INSURANCE COMPANY LIMITED
(IN PROVISIONAL LIQUIDATION)

SCHEME OF ARRANGEMENT
(under Part 26 of the Companies Act 2006)

- between -

INDEPENDENT INSURANCE COMPANY
LIMITED
(IN PROVISIONAL LIQUIDATION)

-and -

THE SCHEME CREDITORS
(as defined in the scheme of arrangement)
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PART 1 - THE COMPANY

THE COMPANY AND THE SCHEME

The Company is a company tncorporated under the laws of England and Wales with
company registration number 00080623

The Company wrote general insurance and reinsurance business including hability,
property, motor and other insurance for the commercial and personal lines sectors

On 17 June 2001, the directors of the Company presented a petition to the Court for the
winding-up of the Company on the basis that 1t was insolvent and could not pay its debts in
full

The Provisional Liquidators were appointed by the Court on 17 June 2001 and continue to
hold that office

One of the terms of the order appointing the Provisional Liquidators 1s a power to
formulate and propose a scheme of arrangement to the Company's creditors

The arrangements contained in this Scheme are bemng proposed to Scheme Creditors as an
alternative to a liquidation of the Company, although afier the Scheme has been
implemented and payments made thereunder, tt 1s intended that the Company will go into
compulsory hquidation

OTHER PARTICIPANTS IN THE SCHEME

The Provisional Liquidators, acting tn their capacity as both Provisional Liquidators and
Scheme Admuinstrators, have undertaken to be bound by the Scheme as it applies to them
and their roles as both Provisional Liquudators and Scheme Administrators under the
Scheme and to execute or do, or procure to be executed or done, all such documents, acts
or things as may be necessary or as the Court may consider desirable to be executed or
done by them or on their behalf for the purpose of giving effect to such undertaking or the
Scheme

The FSCS has agreed with the Company and the Provisional Liquidators to undertake to
the Court to be bound by the Scheme (subject to it becoming effective) and to execute or
do, or procure to be executed or done, all documents, acts or things as may be necessary or
as the Court may consider desirable to be executed or done by 1t or on uts behalf for the
purpose of giving effect to the Scheme

The Scheme Actuanal Adviser has given and has not withdrawn 1ts consent to act as
Scheme Actuarial Adviser from the Effective Date and to be bound by the terms of the
Scheme to the extent that they apply to it as Scheme Actuanal Adviser

The Scheme Adjudicator has given and not withdrawn his consent to act as Scheme
Adjudicator from the Effective Date and to be bound by the terms of the Scheme to the
extent that they apply to him as Scheme Adjudicator

THE COURT MAY MODIFY THE SCHEME

The Company may consent on behalf of all Scheme Creditors to any modification of or
addition to the Scheme, or any terms or conditions which the Court may think fit to




approve or impose at any hearing of the Court to sanction the Scheme which would not
directly or indirectly have a matenially adverse effect on the interest of any Scheme
Creditor under the Scheme

32 Any modification of or addition to the Scheme or any of its terms which, in the opinion of
the FSCS, would materially adversely affect its interests in the Scheme, shall not be made
unless and until approved by the FSCS

10/45358910_6
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PART 2 — GENERAL PROVISIONS

APPLICATION AND PURPOSES OF THE SCHEME

The Scheme shall apply to all of the Company's Liabilities apart from the Excluded
Employment Claims

The purposes of the Scheme are

421 to allow Scheme Creditors to submut estimates of the value of Notified
Outstanding Claims and IBNR Claims by reference to the terms of the Estimation
Guidelines contained in the Scheme Non-Protected Claims will then be
considered and agreed by the Company where possible by reference to the
Estimation Guidelines or determined by the Scheme Adjudicator;

422  torequire all Scheme Claims (other than Protected Contingent Claims and
Protected Claims) to be submatted 1n writing by Scheme Creditors to the
Company by the Bar Date,

423 to allow the Company to pay a dividend to Scheme Creditors on their Admitted
Scheme Claims n full and final settlement of those claims,

424 to achieve fairness between Scheme Creditors by recouping Defence Costs paid
during the Provisional Liquidation (payment of which has benefitted some but not
all Scheme Creditors) subject to Scheme Creditors having a nght of opt out from
such recoupment,

425 to facilitate arrangements under which the FSCS pays compensation 1n respect of
Protected Claims during the term of the Scheme and thereafter once the Scheme
has terminated and the Company 1s in liquidation and the handling by the FSCS
of any Protected Claims made by Protected Policyholders which may arise and
become eligible for payment of compensation by the FSCS in the liquidation,

426 to allow the Company to make a payment to the FSCS as a contnbution to the
costs and expenses which the FSCS wall incur 1n taking over and carrying on the
run-off, claims handling and agreement of all Liabilities which may 1n the future
become Protected Claims, without further recourse to the Company or 1ts
Property, and

427 to allow the Company to pay or provide for Priority Liabilities in full

THE DATE WHEN THE SCHEME BECOMES EFFECTIVE

The Scheme shall become effective on the Effective Date, being the date upon which an
office copy of the Court Order sanctioning the Scheme 1s delivered to the Registrar of
Companies 1n England and Wales

CONTINUED STAY ON LEGAL PROCEEDINGS AGAINST THE COMPANY

From the Effective Date (and subject to Clause 6 2 below), no Scheme Creditor shall be
entitled to take or continue any step or Proceeding against the Company or any of its
Property in any jurisdiction whatsoever for the purpose of establishing any Scheme Claim
and/or obtaining payment directly or indirectly in respect of any Scheme Claim

10/45353910_6 3
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Nothing in Clause 6 1 above shall prejudice the enforcement by a Scheme Creditor of
6.2 1 its nghts under the Scheme, or
622 its nghts or any claim against any person other than the Company

No Scheme Creditor shall, without the prior wnitten consent of the FSCS, be entitled to
take any step, including any Proceeding, relating to the interpretation or application of the
Policyholders Protection Act or the FSCS Rules as such Act and rules apply to the Scheme

The stay on Proceedings contained in Clause 6 1 may only be lhifted with the prior wnitten
consent of the Company which shall only be given if the Scheme Admimstrators consider
that to lift the stay is in the best interests of the general body of Scheme Creditors as a
whole

SECURITY

Nothing 1n the Scheme shall affect the nght of any Scheme Creditor to rely on or enforce
any Security which could have been relied on or enforced 1f the Company were being
wound up pursuant to the Winding-up Petition and an order of the Court for the winding-up
of the Company had been made on the Effective Date, provided that any action to enforce
any Security 1s done strictly 1n accordance with the terms of the contract pursuant to which
the Security was established

Where a Scheme Creditor has the benefit of any Security, the value of that Security shall be
deducted from the Scheme Creditor's Scheme Claims in determining any Admitted Scheme
Claims under the Scheme

Where the Scheme Claims of a Scheme Creditor with the benefit of Security have all
become Admitted Scheme Claims in respect of which a deduction has been made to take
into account the value of any Securnity (or have been otherwise dealt with in accordance
with the Scheme), the Scheme Creditor shall

731 enforce, draw down or withdraw from the Security the amount of any deduction;
732 release, discharge or cancel the Secunty, and

733 provide such cooperation and assistance as the Company or the Scheme
Administrators may require 1n order to obtain the release of the balance of any
remaming Securnty to the Company Each Scheme Creditor is deemed to
acknowledge that, in the event that all its Scheme Claims are satisfied as a result
of the realisation of any Security, he shall continue to provide assistance to the
Company and the Scheme Admunistrators in accordance with this Clause 7 3

Any Scheme Creditor who obtains or receives payment by enforcing, drawing down or
withdrawing any Securnty in an amount which exceeds either the value of hus Scheme
Claim 1n respect of the contract or contracts, including any Insurance Contract, for which
the Secunty was issued or established, and/or any other Scheme Claim to which the
Scheme Creditor 1s legally entitled to apply it, or the amount which he is legally entitled to
receive from that Security at the time when he receives or obtams payment, shall hold the
amount of such excess on trust for the Company and shall immediately pay the same to the
Company without set-off, deduction, retention, abatement or counterclaim

Notwithstanding Clause 7 4, the Company may, at its absolute discretion, treat any excess

10/145358910_6 4
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referred to in Clause 7 4 as an advance dividend received in full by the Scheme Creditor
during the course of the Provisional Liquidation and deduct the amount of the excess from
any amount payable by way of dividend to that Scheme Creditor on that Scheme Creditor's
Admutted Scheme Claims under the Scheme

Where a Scheme Creditor has enforced, drawn down or withdrawn from 1ts Security and
the Company 1s unable to reconcile or match all or part of the proceeds of enforcement (the
"Unreconciled Proceeds") with Scheme Claims against which such proceeds may be
legiimately applied m accordance with the terms of the contract under which the Security
was estabhished, then without prejudice to any other nghts which the Company may have,
including without limitation the right to demand repayment of the Unreconciled Proceeds,
the Company may, at its absolute discretion, determine against which Scheme Claims

761 the Unreconciled Proceeds,

762 any other advantage or benefit obtained by the Scheme Creditor,

763 interest from the date of payment of the Unreconciled Proceeds, and

764 any costs incurred by the Company in investigating the Unreconciled Proceeds,
shall be apphed

Nothing 1in the Scheme shall affect the rights of the Company against any person in respect
of any wrongful or excessive drawdown or enforcement of any Securtty In particular,
should a Scheme Creditor wrongfully enforce any Secunty 1ssued or created in respect of
the Company, this shall be deemed to constitute a step prohibited by Clause 6

SET-OFF

Where before the Effective Date there have been mutual credits, mutual debts or other
mutual dealings between the Company and a Scheme Creditor, an account shall be taken
under the Scheme of the amount of that Scheme Creditor's Scheme Claims as valued under
the Scheme and all sums (if any) due from that Scheme Creditor to the Company 1n respect
of mutual credits, debts or other dealings, and the sums due from one party shall be set-off
against the sums due from the other

Reference 1n ths Clause 8 to mutual credits, mutual debts or other mutual dealings shall
not include

821 any debt of the Company ansing out of an obligation incurred at a time when the
Scheme Creditor had notice that the Winding-up Petition was pending, or

8§22 any debt which has been acquired by a Scheme Creditor by assignment or
otherwise, pursuant to an agreement between the Scheme Creditor and any other
party where that agreement was entered into

(A) after the Petition Date; and

(B) at a time when the Scheme Creditor had notice that the Winding-up
Petition was pending

For the avoidance of doubt, any Scheme Claim which has been assigned to a Scheme
Creditor after the Petition Date may not be applied 1 extingwmshing or reducing any
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PART 1 - THE COMPANY

THE COMPANY AND THE SCHEME

The Company 1s a company incorporated under the laws of England and Wales with
company registration number 00080623

The Company wrote general insurance and reinsurance business including habihity,
property, motor and other insurance for the commercial and personal lines sectors.

On 17 June 2001, the directors of the Company presented a petition to the Court for the
winding-up of the Company on the basts that it was insolvent and could not pay uts debts in
full

The Provisional Liquidators were appointed by the Court on 17 June 2001 and continue to
hold that office

One of the terms of the order appointing the Provisional Liquidators 15 a power to
formulate and propose a scheme of arrangement to the Company's creditors

The arrangements contamned 1n this Scheme are being proposed to Scheme Creditors as an

alternative to a liquidation of the Company, although after the Scheme has been

implemented and payments made thereunder, 1t 15 intended that the Company will go into ‘
compulsory hiquidation

OTHER PARTICIPANTS IN THE SCHEME

The Provisional Liquidators, acting 1n their capacity as both Provisional Liquidators and
Scheme Admunistrators, have undertaken to be bound by the Scheme as 1t apphes to them
and their roles as both Provisional Liquidators and Scheme Administrators under the
Scheme and to execute or do, or procure to be executed or done, all such documents, acts
or things as may be necessary or as the Court may consider desirable to be executed or
done by them or on their behalf for the purpose of giving effect to such undertaking or the
Scheme

The FSCS has agreed with the Company and the Provisional Liquidators to undertake to
the Court to be bound by the Scheme (subject to 1t becoming effective) and to execute or
do, or procure to be executed or done, all documents, acts or things as may be necessary or
as the Court may consider desirable to be executed or done by 1t or on 1ts behalf for the
purpose of giving effect to the Scheme

The Scheme Actuanal Adviser has given and has not withdrawn 1its consent to act as
Scheme Actuanal Adviser from the Effective Date and to be bound by the terms of the
Scheme to the extent that they apply to 1t as Scheme Actuarial Adviser.

The Scheme Adjudicator has given and not withdrawn his consent to act as Scheme
Adjudrcator from the Effective Date and to be bound by the terms of the Scheme to the
extent that they apply to hum as Scheme Adjudicator.

THE COURT MAY MODIFY THE SCHEME

The Company may consent on behalf of all Scheme Creditors to any modification of or
addition to the Scheme, or any terms or conditions which the Court may think fit to

10/45358910_6 1




approve or impose at any heanng of the Court to sanction the Scheme which would not
drrectly or indirectly have a materially adverse effect on the interest of any Scheme
Creditor under the Scheme.

32 Any modification of or addition to the Scheme or any of 1ts terms which, 1n the opinion of
the FSCS, would matenally adversely affect its interests 1n the Scheme, shall not be made
unless and until approved by the FSCS

10/45358910_6
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PART 2 — GENERAL PROVISIONS

APPLICATION AND PURPOSES OF THE SCHEME

The Scheme shall apply to all of the Company's Lialtties apart from the Excluded
Employment Claims

The purposes of the Scheme are

421 to allow Scheme Creditors to submit estimates of the value of Notified
Outstanding Claims and IBNR Claims by reference to the terms of the Estimation
Guidelines contained 1n the Scheme Non-Protected Claims will then be
considered and agreed by the Company where possible by reference to the
Estimation Guidelines or determuined by the Scheme Adjudicator,

422 to require all Scheme Claims (other than Protected Contingent Claims and
Protected Claims) to be submutted 1n writing by Scheme Creditors to the
Company by the Bar Date,

423 to allow the Company to pay a dividend to Scheme Creditors on their Admutted
Scheme Claims 1n full and final settlement of those claims,

424  toachieve fairness between Scheme Creditors by recouping Defence Costs paid
durning the Provisional Liquidation (payment of which has benefitted some but not
all Scheme Creditors) subject to Scheme Creditors having a right of opt out from
such recoupment;

425 to facilitate arrangements under which the FSCS pays compensation 1n respect of
Protected Claims during the term of the Scheme and thereafter once the Scheme
has terminated and the Company 1s 1n liquidation and the handling by the FSCS
of any Protected Claims made by Protected Policyholders which may anse and
become eligible for payment of compensation by the FSCS 1n the liquidation,

426  to allow the Company to make a payment to the FSCS as a contribution to the
costs and expenses which the FSCS will incur in taking over and carrying on the
run-off, claims handling and agreement of all Liabilities which may 1n the future
become Protected Claims, without further recourse to the Company or 1ts
Property, and

427  toallow the Company to pay or provide for Prionty Liabilities in full

THE DATE WHEN THE SCHEME BECOMES EFFECTIVE

The Scheme shall become effective on the Effective Date, being the date upon which an
office copy of the Court Order sanctioning the Scheme 1s delivered to the Registrar of
Companues 1n England and Wales

CONTINUED STAY ON LEGAL PROCEEDINGS AGAINST THE COMPANY

From the Effective Date (and subject to Clause 6 2 below), no Scheme Creditor shall be
entitled to take or continue any step or Proceeding against the Company or any of its
Property in any junisdiction whatsoever for the purpose of establishing any Scheme Claim
and/or obtaining payment directly or indirectly 1n respect of any Scheme Claim

10/45358%10_6 3
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Nothing in Clause 6 1 above shall prejudice the enforcement by a Scheme Creditor of.,
621 1ts nghts under the Scheme, or
622 1ts nights or any claim against any person other than the Company.

No Scheme Creditor shall, without the prior written consent of the FSCS, be entitled to
take any step, including any Proceeding, relating to the interpretation or application of the
Policyholders Protection Act or the FSCS Rules as such Act and rules apply to the Scheme

The stay on Proceedings contained 1n Clause 6 1 may only be lifted with the prior written
consent of the Company which shall only be given 1f the Scheme Admumistrators consider
that to l1ft the stay is in the best interests of the general body of Scheme Creditors as a
whole

SECURITY

Nothing in the Scheme shall affect the nght of any Scheme Creditor to rely on or enforce
any Security which could have been relied on or enforced if the Company were being
wound up pursuant to the Winding-up Petition and an order of the Court for the winding-up
of the Company had been made on the Effective Date, provided that any action to enforce
any Security 1s done strictly 1n accordance with the terms of the contract pursuant to which
the Security was established

Where a Scheme Creditor has the benefit of any Security, the value of that Security shall be
deducted from the Scheme Creditor's Scheme Claims in determining any Admatted Scheme
Claims under the Scheme

Where the Scheme Claims of a Scheme Creditor with the benefit of Secunty have all
become Admitted Scheme Claims mn respect of which a deduction has been made to take
mnto account the value of any Secunty (or have been otherwise dealt with 1n accordance
with the Scheme), the Scheme Creditor shall

731 enforce, draw down or withdraw from the Secunity the amount of any deduction,
732 release, discharge or cancel the Securnity, and

733 provide such cooperation and assistance as the Company or the Scheme
Administrators may require in order to obtain the release of the balance of any
remaining Secunty to the Company Each Scheme Creditor 1s deemed to
acknowledge that, in the event that all its Scheme Claims are satisfied as a result
of the realisation of any Secunty, he shall continue to provide assistance to the
Company and the Scheme Admirustrators 1n accordance with this Clause 7 3

Any Scheme Creditor who obtains or receives payment by enforcing, drawing down or
withdrawing any Security in an amount which exceeds either the value of his Scheme
Claim 1n respect of the contract or contracts, including any Insurance Contract, for which
the Security was 1ssued or established, and/or any other Scheme Claim to which the
Scheme Creditor 1s legally entitled to apply it, or the amount which he 1s legally entitled to
recerve from that Security at the time when he receives or obtains payment, shall hold the
amount of such excess on trust for the Company and shall immediately pay the same to the
Company without set-off, deduction, retention, abatement or counterclaim

Notwithstanding Clause 7 4, the Company may, at 1ts absolute discretion, treat any excess

10/45353910_6 4
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referred to in Clause 7 4 as an advance dividend received in full by the Scheme Creditor
during the course of the Provisional Liquidation and deduct the amount of the excess from
any amount payable by way of dividend to that Scheme Creditor on that Scheme Creditor's
Adnutted Scheme Claims under the Scheme

Where a Scheme Creditor has enforced, drawn down or withdrawn from its Secunty and
the Company is unable to reconcile or match all or part of the proceeds of enforcement (the
"Unreconciled Proceeds"™) with Scheme Claims against which such proceeds may be
legitimately applied 1n accordance with the terms of the contract under which the Securnity
was established, then without prejudice to any other nghts which the Company may have,
including without limitation the right to demand repayment of the Unreconciled Proceeds,
the Company may, at its absolute discretion, determine agamnst which Scheme Claims

761 the Unreconciled Proceeds,

762 any other advantage or benefit obtained by the Scheme Creditor,

763 interest from the date of payment of the Unreconciled Proceeds, and

764 any costs mcurred by the Company 1n investigating the Unreconciled Proceeds,
shall be applied

Nothing 1n the Scheme shall affect the nghts of the Company against any person 1n respect
of any wrongful or excessive drawdown or enforcement of any Security In particular,
should a Scheme Creditor wrongfully enforce any Secunty issued or created in respect of
the Company, this shall be deemed to constitute a step prohibited by Clause 6

SET-OFF

Where before the Effective Date there have been mutual credits, mutual debts or other
mutual dealings between the Company and a Scheme Creditor, an account shall be taken
under the Scheme of the amount of that Scheme Creditor's Scheme Claims as valued under
the Scheme and all sums (if any) due from that Scheme Creditor to the Company 1n respect
of mutual credits, debts or other dealings, and the sums due from one party shall be set-off
against the sums due from the other

Reference in this Clause 8 to mutual credits, mutual debts or other mutual dealings shall
not include

821 any debt of the Company arising out of an obligation incurred at a time when the
Scheme Creditor had notice that the Winding-up Petition was pending, or

822 any debt which has been acquired by a Scheme Creditor by assignment or
otherwise, pursuant to an agreement between the Scheme Creditor and any other
party where that agreement was entered mnto:

(A)  after the Petition Date, and

(B) at a ime when the Scheme Creditor had notice that the Winding-up
Petition was pending

For the avoidance of doubt, any Scheme Claim which has been assigned to a Scheme
Creditor after the Petition Date may not be applied 1n extinguishing or reducing any




Liability of that Scheme Creditor to the Company

83 Only after all mutual credits, mutual debts or other mutual dealings (if any) between the
Company and a Scheme Creditor have been determined and set off against the other
pursuant to this Clause 8 shall the balance due from the Company (1f any) be eligible for
payment of dividends pursuant to and subject to the Scheme

84 The Company shall treat the members of each Lloyd's Syndicate as a single Scheme
Creditor so that no account shall be taken of any vanation in the underwnting membership
of that syndicate from one year of account to the next

35 Nothing in the Scheme shall prejudice the Company's rght to collect any Offset Amounts.

9. INTEREST

91 Where a Scheme Claim includes a claim for Admissible Interest, such Admussible Interest
shall only be included as part of a Scheme Claim

911 where the Scheme Claim has become an Admitted Scheme Claim, and

912 for the period from the date provided for in the relevant contract, judgment,
decree or statute up to and including the Effective Date.

92 No payment shall be made under the Scheme 1n respect of any part of a Scheme Claim
which represents interest which is not Adnussible Interest

93 Any payment made under the Scheme 1n respect of any part of a Scheme Claim which
represents Admissible Interest or in respect which the Company 1s required to make a
withholding for Tax shall be made net of any deduction or withholding for, or on account
of, Tax

94 Where a distribution 15 paid by the Company 1n respect of a Scheme Claim that includes a
claim for interest, the distnbution shall be a payment first of principal and, to the extent
that the principal has been paid 1n full, as a payment of Admissible Interest

10. FOREIGN CURRENCY CONVERSION OF SECURITY AND OFFSET AMOUNTS

101 Indetermimng the value of any Offset Amount or Security in relation to a Scheme Claim
where the Offset Amount or Security 1s 1n a currency other than the currency 1 which the
relevant Scheme Claim 1s payable, the amount of Offset Amount or amount of Security
shall be converted into the currency in which the Scheme Claim 1s payable at the Scheme
Exchange Rate

11. BROKER FUNDING

A broker or other person who has funded or made payments to a Scheme Creditor 1n
respect of a Scheme Claim shall not by having provided such funding or making such
payments become a Scheme Creditor unless 1t has so funded or paid pursuant to the terms
of a valid assignment given to it by the Scheme Creditor of the underlying Scheme Claims
or otherwise has a legally enforceable nght to payment by way of subrogation
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121

122

13.
131

132

PART 3 - APPLICATION OF THE ASSETS

THE COMPANY'S PROPERTY

All of Company's Property (apart from an amount of cash to be held by the Company as a
reserve to allow dividends to be paid in respect of Excluded Employment Claims (as those
claims may be admitted 1n a winding up of the Company) pan passu with distnbutions
payable under the Scheme to Scheme Creditors) shall be held on bare trust for Scheme
Creditors and shall be dealt with, applied and distributed in accordance with the terms of
the Scheme The Company shall be responsible for making payments from the Company's
Property 1n accordance with the terms of the Scheme

This Scheme and 1its terms, application and effect shall continue notwithstanding any
Liquidation Event 1n respect of the Company unless and unti] the Scheme is terminated in
accordance with its terms whereupon the bare trust created by the Scheme and the nghts of
Scheme Creditors therein shall terminate

HOW THE COMPANY'S PROPERTY WILL BE APPLIED

All of the Company's Property (apart from an amount of cash to be held by the Company as
a reserve to allow dividends to be pard 1n respect of Excluded Employment Claims (as
those claims may be admutted in a winding up of the Company) pari passu with
distributions payable under the Scheme to Scheme Creditors) shall be applied by the
Company 1n accordance with the terms of the Scheme,

The Company's Property will be applied in the following manner
13.21 first, 1n payment or reservation in full of Scheme Costs,

1322 secondly, in payment or reservation in full of Prionity Liabilities to the extent not
paid or reserved for as Scheme Costs,

13.23  thirdly, in payment of pari passu distributions to Scheme Creditors 1n respect of
their Admutted Scheme Claims (subject to the provision of Clause 30)
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141

142

143

15.
15.1

152

153

PART 4 - HOW TO MAKE CLAIMS IN THE SCHEME

NOTICE OF EFFECTIVE DATE

The Company shall as soon as practicable after the Effective Date send to each person 1t
beheves to be a Scheme Crediter to whom notice of the Scheme Meetings was given a
notice informing that person of (a) the Effective Date and (b) the Bar Date by which
Scheme Claims must be received by the Company on a Claim Form ("Notice of Effective
Date™)

All such notices will be sent to each Scheme Creditor's last known address as shown in the
Company's records unless a Scheme Creditor notifies the Company 1n wrnting of a different
postal address The Company shall as soon as practicable after becoming aware, pnor to
the Bar Date, of any other person 1t believes to be a Scheme Creditor, send by Post to the
last known address of such any other person a Notice of Effective Date stating that the
Scheme has become effective

The Company shall cause to be published 1n the same newspapers and publications in
which the Scheme Meetings were advertised, an advertisement

1431 requning any person believing itself to be a Scheme Creditor who has not
recerved a Notice of Effective Date to contact the Company,

1432 informing Scheme Creditors of where and how they can obtain a Claim Form,

1433 requinng Scheme Creditors to complete and return a Claim Form to the Company
on or before the Bar Date, and

1434 notifying Scheme Creditors of where and to whom any queries on the Scheme or
1ts operation may be addressed

CLAIMS MUST BE RECEIVED BY THE COMPANY BY THE BAR DATE

Except where Clause 15 2 applies, all Scheme Claims must be submitted by Scheme
Creditors to the Company on a Claim Form (as described below) by Post or by Email and
must be received by the Company on or before the Bar Date which shall be 5pm London
time on the first Business Day falling 180 days from the Effective Date

Where a Scheme Creditor submitted a Voting Form to the Company for the purpose of
voting at the Scheme Meetings to approve the Scheme and, 1in respect of one or more
Scheme Claims, elected (by ticking the appropriate box prior to submutting the Voting
Form) that the Voting Form should be used as the Scheme Creditor's Claim Form for the
purpose of those Scheme Claims, the Scheme Creditor shall be deemed to have submitted a
Claim Form in respect of those Scheme Claims for the purpose of the Scheme

Amendments, changes or revisions to a Scheme Claim or the sending of Supporting
Information or additional Supporting Information can be made or done by a Scheme
Creditor at any time before the Bar Date but not thereafter Any Supporting Information
received after the Bar Date shall (unless such Supporting Information has been requested
by the Company or the Scheme Adjudicator) be ignored Notwithstanding the provisions of
this Clause 15 3, the Company may, at its absolute discretion, elect to take such Supporting
Information 1nto account for any purpose

10/45358%10_6 8



16.

161

162

17.

18.
181

182

183

18 4

CONSEQUENCES OF FAILURE TO SUBMIT A SCHEME CLAIM BY THE BAR
DATE

Any Scheme Creditor who does not submut its Scheme Claims to the Company on or
before the Bar Date as required to do so under Clause 14 above shall continue to be bound
by and subject to the terms of the Scheme but shall not be entitled to any dividend
payments under the Scheme 1n respect of such Scheme Claims Save inrelationto a
Scheme Claim which 1s a Protected Claim or a Protected Contingent Claim, the Company
shall be fully and 1irrevocably released from any and all Liability 1n respect of any Scheme
Claims of a Scheme Creditor in respect of which a Claim Form is not received by the
Company by the Bar Date as 1s required by the Scheme

Failure to submit a Scheme Claim that 1s a Protected Claim or a Protected Contingent
Claim to the Company on or before the Bar Date will not affect any entitlement of the
Scheme Creditor to be paid the Protected Percentage in relation to that Scheme Claim as
and when 1t matures 1nto a Protected Claim

TERMINATION OF CURRENT UNEXPIRED POLICIES

The Liability of the Company in relation to any policy period or any part of the policy
penod of a Current Insurance Contract (except i relation to a Liability in respect of a
Protected Claim or a Protected Contingent Claim, to which this Clause shall not apply)
which has not expired or not already been cancelled on or before the Effective Date shall
be estimated under the Scheme as 1f an order of the Court for the winding-up of the
Company had been made on the Effective Date and all such Current Insurance Contracts
had terminated on that date.

SCHEME CLAIMS

Scheme Claims may consist of Unpaid Agreed Claims, Notified Qutstanding Claims,
IBNR Claims and Non-Insurance Claims

The Liability (1f any) owed by the Company to a Scheme Creditor shall be the aggregate
value of that Scheme Creditor's Admitted Scheme Claims (if any) as established 1n
accordance with the Scheme

The Admitted Scheme Claim of each Scheme Creditor shall be determuined by reference to

1831 the Scheme Claim(s) of that Scheme Creditor as established under the Scheme
(after deducting any amount payable to that Scheme Creditor under any Security
held by 1t or for 1ts benefit 1n accordance with Clause 7.2},

1832 the existence of any Offset Amounts of that Scheme Creditor, which shall be
taken into account and set off under Clause 8 against Scheme Claims of that
Scheme Creditor, and

1833 any discounts to be applied in accordance with Clause 22.3,

each valued 1n accordance with the terms of the Scheme and where applicable, the
Estimation Guidelines.

The Estimation Guidelines form part of the terms of the Scheme All Scheme Creditors
shall be bound by, and may not in any circumstances dispute the principles, policies or
assumptions compnsed or contained within, the Estimation Guidelines
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191

192

20.
201

202

203

DEFENCE COSTS AND THEIR RECOUPMENT UNDER THE SCHEME
If a Scheme Creditor 15 satisfied that

1911 it did not enter into any agreement with the Company, its agents or the
Provisional Liquidators that any Defence Costs paid or incurred in defending
claims made under 1ts policies would be treated as an advance dividend payment
to 1t under a scheme of arrangement and would be deducted from any dividends
otherwise payable to 1t 1n such a scheme; and

1912 1t has no knowledge of any other basis upon which the Company 1s entitled to
treat such Defence Costs as an advance payment to it under a scheme of
arrangement,

1t can requuire that any dividends payable to 1t under the Scheme are paid to 1t 1n full
(without any recoupment of Defence Costs} by ticking and signing the appropriate box on
the Claim Form and returming the signed form to the Company on or before the Bar Date,
following which any dividends payable to that Scheme Crediter will be paid 1n full, subject
to any contrary provision of the Scheme

For the avoidance of doubt, an objection to the recoupment of Defence Costs 1s not a
dispute capable of being referred to the Scheme Adjudicator for adjudication

USING A CLAIM FORM TO MAKE A CLAIM

All Scheme Claims must be notified to the Company by the Bar Date on a Claim Form {or
a Voting Form submutted in the place of a Claim Form 1n accordance with Clause 15 2)

Claim Forms are included 1n the Scheme documents as sent to Scheme Creditors and are
also available by way of download from the Website or by Post upon written request to the
Company

Unpaid Agreed Claims

Scheme Creditors with an Unpaid Agreed Claim {other than Unpaid Agreed Claims which
are Protected Claims and Unpaid Agreed Claims in respect of which the Scheme Creditor
has elected to use its Voting Form as a Claim Form in accordance with Clause 15 2) shall
within 21 days of the Effective Date be notified 1n wrniting by the Company by Post to the
last known address of the Scheme Creditor as appearing in the Company's books and
records of the value of its Unpaid Agreed Claim on a pre-populated Claim Form, which
shall include (where relevant)

2031 the Unpaid Agreed Claim(s) of the Scheme Creditor (after deducting any amount
payable to that Scheme Creditor under any Secunty held by it or for its benefit in
accordance with Clause 7 2), and

2032 any Offset Amounts owed by the Scheme Creditor to the Company which may be
set off in accordance with Clause §,

and accordingly the value of the Scheme Claims which the Company 1s willing to agree
and admut for dividend purposes as an Admitted Scheme Claim, together with
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204

205

206

207

2033  the amount 1n respect of any Defence Costs referable to the Scheme Creditor that
shall be deducted from any amount payable by way of dividend to the Scheme
Creditor in accordance with Clause 30

If the Scheme Creditor accepts the value of the Admitted Scheme Claim set out in the pre-
populated Claim Form and has no other Scheme Claims to submit to the Company, it
should sign and return the Claim Form to the Company before the Bar Date, whereupon
this shall become the Scheme Creditor's Admutted Scheme Claim and the provisions of
Clause 22 shall not apply

If the Scheme Creditor
2051 disputes any of the amounts shown on the pre-populated Claim Form, and/or

2052  has other Scheme Claims to notify to the Company that have not been set out on
the pre-populated Claim Form,

the Scheme Creditor must mark the Claim Form as disputed, amend or complete the Claim
Form 1n accordance with Clauses 20 7 below (as relevant) and provide full Supporting
Information to the Company 1n connection with any disputed or additional Scheme Claim

Whether or not the Scheme Creditor accepts or disputes the value of the Admitted Scheme
Claim set out 1n the pre-populated Claim Form, 1f the Scheme Creditor wishes to opt out of
the recoupment of Defence Costs, 1t must make the appropriate declaration on the Claim
Form 1n accordance with Clause 19 and sign and return the notice to the Company before
the Bar Date whereupon no Defence Costs will be recouped from any dividends payable to
that Scheme Creditor and Clause 30 of this Scheme will not apply to it

Notified Outstanding Ciaims, IBNR Claims and Non-Insurance Claims
When completing 1ts Claim Form, a Scheme Creditor must
2071 1 respect of Notified Outstanding Claims and IBNR Claims

(A) indicate whether, in the opinion of the Scheme Creditor, the Scheme
Claim 15 a Protected Contingent Claim by ticking the appropriate box on
the Claim Form,

B) estimate, on a Best Estimate basis, the value of Notified Outstanding
Claims and IBNR Claims as at the Valuation Date and then adjust those
esttmates to allow for

(1) any such claims which have become Unpaid Agreed Claims after
the Valuation Date,

2) any such claims which have been notified to or discovered by the
Scheme Creditor after the Valuation Date; and

3) any new information received by the Scheme Creditor after the
Valuation Date,

so that the values of Notified Outstanding Claims and IBNR Claims are
shown as at the Bar Date

The values of the Scheme Creditor's Notified Outstanding Claims and
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21.

211

212

213

214

IBNR Claims after any such adjustment as provided for above should be
the final values specified on that Scheme Creditor's Claim Form 1n
respect of Notified Qutstanding Claims and IBNR Claims, and

(C) if the Scheme Creditor wishes to opt out of the recoupment of Defence
Costs, make the appropnate declaration on the Claim Form in accordance
with Clause 19,

2072 nrespect of all Non-Insurance Claims state
(A)  the amount claimed in respect of each such claim,

(B) how the Company's Liability arises, whether pursuant to contract or
otherwise,

(9] whether all or part of the Company's Liability ts not agreed by the
Company, and

(D)  the basis for calculation of the claim

THE PROCESS FOR ASSESSING WHETHER A SCHEME CLAIMIS A
PROTECTED CLAIM OR A PROTECTED CONTINGENT CLAIM

Where a Scheme Creditor has indicated on a Claim Form submatted to the Company before
the Bar Date that a Scheme Claim 15 a Protected Claim or a Protected Contingent Claim,
the Company will (in consultation with the FSCS 1f necessary) assess whether the Scheme
Claim is a Protected Claim or a Protected Contingent Claim and will notify the Scheme
Creditor of 1ts assessment

Where the Company's assessment 1s that the Scheme Claim 1s a Protected Claim or a
Protected Contingent Claim

2121 the Company's Liabilities 1n respect of that Scheme Claim (1f any) owing or
which may in the future become owing to the Scheme Creditor shall not be
agreed or esttmated under the Scheme; and

2122 nodividend shall be paid or payable by the Company under the Scheme 1n
respect of that Scheme Claim

Notwithstanding Clause 21 2, if the Company cannot conclusively determine that the
Scheme Claim 1s a Protected Claim or a Protected Contingent Claim it may, at 1ts absolute
discretion, treat the Scheme Claim as a Non-Protected Claim for the purpose of the Scheme
so that the provisions of Clause 21.2 shall not apply to the Scheme Claim

For the avoidance of doubt, the Company's assessment of a Scheme Claim for the purpose
of Clause 21.2

214.1 shall not be binding on the FSCS 1n relation to any obligation 1t may have (or
may have in the future) to the Scheme Creditor as a Protected Policyholder, and

2142 shall not affect any rnights the Scheme Creditor may have (or may have in the
future) as a Protected Policyholder
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221

222

223

224

225

226

THE PROCESS FOR AGREEMENT OF SCHEME CLAIMS (OTHER THAN
PROTECTED CLAIMS AND PROTECTED CONTINGENT CLAIMS)

The Company shall examine each Claim Form and Supporting Information returned to the
Company on or before the Bar Date and shall use reasonable endeavours to reach
agreement with each Scheme Creditor with regard to the existence and value of the
Liabilities (1f any) owed by the Company to each Scheme Creditor (other than Protected
Claims and Protected Contingent Claims).

In respect of IBNR Claims and Netified Outstanding Claims (other than Protected Claims
and Protected Contingent Claims), such examination shall include (without limitation)
consideration of whether

2221 details of Insurance Contracts or brokers or agents (if relevant) thereon are
correct and/or adequately supported by any Supporting Information, and

2222  details of estmates of the Company's Liabilities arising under the Insurance
Contracts as histed on the Claim Form are accurate and/or reasonable and/or,
where relevant, have been calculated 1n accordance with the Estimation
Guidelines.

The Company shall then take into account whether
2223 there are any Offset Amounts to which Clause 8 applies or may apply, and
2224  there 1s any Secunity to which Clause 7 applies or may apply

The Company shall discount any Notified Qutstanding Claims, IBNR Claims and/or Offset
Amounts contingently owing by a Scheme Creditor to the Company to allow for the time
value of money as at the Bar Date The Company shall apply the Discount Rate as at the
Bar Date to such expected payment patterns as the Company reasonably considers are
appropriate to the nature of the relevant Liabihties In exceptional circumstances, the
Company may accept alternative payment patterns for discounting suggested by a Scheme
Creditor, provided that the Scheme Creditor can supply a calculation that the Company
considers 1s fully supported and which includes justifiable underlying assumptions

In any case where, 1n the opinion of the Company, a Scheme Creditor 1s under a Liability
to the Company, the Company shall seek to agree the existence and value of the Offset
Amount with that Scheme Creditor

If the Company reaches agreement with a Scheme Creditor in respect of its Scheme Claims,
taking into account any sums recoverable by the Scheme Creditor under any Security, any
Offset Amounts, the discount to be applied in accordance with Clause 22 3 and any other
relevant matters, 1t shall, within 14 days after reaching agreement send such Scheme
Creditor a Net Statement by Post or Email

If within what the Company considers to be a reasonable time (and no later than 120 days
after the Bar Date, unless such period 1s extended at the discretion of the Scheme
Admunistrators) the Company has not reached agreement with a Scheme Creditor 1n respect
of

2261 the whole or any part of the amounts claimed 1n 1ts Claim Form (after deducting
any amount payable to that Scheme Creditor under any Secunty held by 1t or for
1ts benefit in accordance with Clause 7 2),
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2262 the exustence or the value of any Offset Amounts, and

2263  the discount to be applied n accordance with Clause 22 3,

the Company shall send the Scheme Creditor a Net Statement by Post or Email.
227 A Net Statement shall set out the value of

2271 Liabilities owed by the Company to the Scheme Creditor (taking 1nto account any
sums payable to or recoverable by a Scheme Creditor under any Secunty)
whether 1n respect of IBNR Claims, Notified Outstanding Claims, Unpaid Agreed
Claims or Non-Insurance Claims,

2272  Offset Amounts owed by the Scheme Creditor to the Company which are eligible
for Set Off under Clause 8,

2273  any discount to be applied in accordance with Clause 22 3, and

2274  (unless the Scheme Creditor has opted out of the recoupment of Defence Costs in
accordance with Clause 18) the amount in respect of any Defence Costs referable
to the Scheme Creditor that shall be deducted from any amount payable by way
of dividend to the Scheme Creditor 1n accordance with Clause 30,

and accordingly the value of the Scheme Claims which the Company 1s willing to agree
and admut for dividend purposes as an Admitted Scheme Claim

228  If, within 28 days of the date of receipt or deemed receipt of a Net Statement, the relevant
Scheme Creditor

2281 confirms to the Company 1n wrnting that 1t agrees with all of the values specified
1n the Net Statement,

2282 confirms to the Company 1n writing that 1t agrees with all of the values specified
in the Net Statement, but elects to opt out of the recoupment of Defence Costs
and makes the declaration 1n accordance with Clause 19, or

2283  does not reply to the Net Statemnent,

then the Scheme Creditor's Admitted Scheme Claim 1n the Scheme shall be the amount
specified by the Company 1n that Scheme Creditor's Net Statement

229  If, within 28 days of the date of the Net Statement, the Scheme Creditor gives notice to the
Company that 1t disputes any value contained in the Net Statement, the Company shall,
within 28 days of the date of receipt of that notice by them, refer the disputed value to the
Scheme Adjudicator for adjudication under the Scheme

2210 Without prejudice to the provisions of Clause 22 9, the Company may refer any matter to
the Scheme Adjudicator If at any time the Company belteves that 1t will be impossible or
impracticable to reach agreement with a Scheme Creditor Where such referral is made, the
Company shall notify the Scheme Creditor of the referral and provide a written summary of
the reasons for such referral

2211 The amount 1n respect of which any Scheme Creditor votes at a Scheme Meeting and/or
any determination by the chairman of the Scheme Meeting of that amount or decision on
discrepancies between the information provided by Scheme Creditors pror to the holding
of a Scheme Meeting and the Company's records for (in either case) the purposes of voting
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22 12

2213

2214

2215

23,

231

232

23.3

at a Scheme Meeting shall not be binding on the Company, the Scheme Creditors, the
Scheme Administrators and/or the Scheme Adjudicator for any purposes other than votng

The Company will not be bound by, or prepared to follow, any seftlement made between a
Scheme Creditor and another insurer or reinsurer 1f it believes any such settlement to be
unreasonable

For the avoidance of doubt, the views of any of the Company, the Scheme Actuanal
Adviser, the Scheme Administrators or the Scheme Adjudicator (and/or any of their
employees, alternates, agents or advisers) as to the appropnate methodology, principles or
assumptions to be applied in determining the value of any Scheme Claim owed by the
Company to a Scheme Creditor, whether express or implied and whether contained 1n the
Scheme, the Estimation Guidelines or any other document or communication, are provided
only for the purpose of determining any Liability owed by the Company to the Scheme
Creditor (if any) and may not be relied upon for any othet purpose Further, no such
methodology, principle or assumption shall be construed as advice being given by the
Company, the Scheme Actuanal Adviser, the Scheme Admimstrators, the Scheme
Adjudicator (and/or any of their employees, alternates, agents or advisers) to the Scheme
Creditor or any other person for any purpose

Subject to the provisions of the Scheme in respect of the agreement of Protected Claims,
each Scheme Creditor accepts the Scheme, its terms, operation and effect as the sole means
of determining (1) the existence, value and/or amount of any Liability of the Company 1n
respect of all Scheme Claims, and/or (u1) the existence, value and/or amount of any Offset
Amount or Secunty

Further, each Scheme Creditor agrees to and shall be bound by the Scheme and 1its
operation including without hmitation the requirement to submit and estimate Scheme
Claims 1 accordance with the Estimation Guidelines and the process by which such
Scheme Claims will be estimated under the Scheme or determined by the Scheme
Adjudicator as the case may be

ADJUDICATION OF DISPUTED CLAIMS AND THE COSTS OF THE
ADJUDICATOR

The Scheme Adjudicator shall have access to all of the Company's (and 1ts agents")
available books, records, documents and information 1n order to resolve any matter or
dispute which has been referred to him

The Scheme Adjudicator shall consider the information, papers and documents before him
and shall be entitled to be given all further documents, data or information from the
Scheme Creditor, the Scheme Admunistrators, the Company, 1ts agents and/or the Scheme
Actuanal Adviser as 1t may request generally or specify in which case the relevant person
or persons as requested shall within such time penod as specified by the Scheme
Adjudicator provide the Scheme Adjudicator with the required documents, data or
information

If the Scheme Adjudicator requires any person to appear before him, he shall be entitled to
prescnibe and lay down such procedures or provisions as he 1n his absolute discretion thinks
appropriate for the purposes of assisting him 1n carrying out his functions or exercising his
powers and he shall be entitled to call for such evidence, documents, data and information
as he may require and to require any or all of the Company, the Scheme Administrators, the
Scheme Actuanal Adviser and the Scheme Creditor to appear before and/or address him on
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234

235

236

237

any matters he 1s to determine 1n which case the Company, the Scheme Administrators, the
Scheme Actuanal Adviser and the Scheme Creditor (as so requested) shall appear on such
date and at such place as the Scheme Adjudicator shall reasonably prescribe

The Scheme Adjudicator shall be entitled to instruct and consult with such advisers
(including legal advisers) and experts as he may think appropriate and shall be entitled to
reach a determination as he sees fit on the basis of the documents, information or advice
made available or given to him 1n the course of his consideration of the dispute

In adjudicating on any disputed matter, the Scheme Adjudicator shall act as an expert and
not as an arbitrator  Any decision or determination made or given at any stage 1n the
adjudication process by the Scheme Adjudicator 1n relation to any matter under
adjudication shall be final and binding on the Company, the relevant Scheme Creditor and
the Scheme Admunistrators for the purposes of the Scheme and (1) there shall be no ¢laim
against the Scheme Adjudicator 1n respect thereof (1) no night of appeal from any such
decision or determunation except as may be permitted by law

The Scheme Adjudicator shall be entrtled, 1n respect of his remuneration and costs and
expenses incurred by him, to order the Company and/or a Scheme Creditor to deposit such
sums as he shall deem appropniate to secure payment 1n respect of his remuneration, costs
and expenses and, in addition, to

2361  direct that any or all of his remuneration, costs, and expenses shall be paid by the
Company, m which case the Scheme Administrators shall cause the same to be
paid forthwith from the Company's Property as a Scheme Cost, or

2362  direct that any or all of his remuneration, costs and expenses shall be paid by the
relevant Scheme Creditor in which case, the same shall be paid by the Scheme
Creditor forthwith and, in any event, no later than 15 Business Days from the date
of such direction, failling which the Scheme Admunistrators shall cause the same
to be paid from the Company's Property as a Scheme Cost but so that the
Company shall be reimbursed 1n full 1n respect of that payment by the Scheme
Creditor

In the event that the amount of the Scheme Adjudicator’s remuneration, costs and expenses
1s paid by the Company as a Scheme Cost under Clause 23 6 2 the Company shall,
following such payment, either

2371 deduct the amount of the payment made by 1t as a Scheme Cost from any amount
which may be or may become due to the Scheme Creditor by way of dividend
under the Scheme 1n respect of its Admitted Scheme Claims, such Scheme
Creditor being deemed for these purposes as having recerved on account of any
such dividend an advance payment of a dividend under the Scheme equal to the
amount which 1t has been directed to pay, or

2372  where the Scheme Creditor 15 not entitled to receive a dividend pursuant to the
Scheme, or the amount of the payment made as a Scheme Cost under Clause
23 6 2 above exceeds the dividend payment, the payment made by the Company
or such excess shall be a debt owed by the Scheme Creditor to the Company and
shall be payable in full forthwith by the Scheme Creditor
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25,
251
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26.

261

262

263

26.4

ADMITTED SCHEME CLAIMS WILL BE FINAL AND BINDING

Once a Scheme Claim has become an Admitted Scheme Claim 1t shall be final and binding
on the Scheme Creditor, the Company and all other Scheme Creditors and there shall be no
challenge or nght of appeal in respect thereof except n so far as 1s permutted by law The
value of an Admitted Scheme Claim shall not be increased or decreased by any hindsight,
subsequent event or additional information

RELEASE OF SCHEME CLAIMS APART FROM PROTECTED CLAIMS

Each Scheme Creditor agrees that the payment of all dividends (including any deemed
payment of dividends or dividends expressed to have been paid as advance dividends)
under the Scheme shall be made and received in full and final settlement of the Company's
Liability to that Scheme Creditor 1n respect of all Liabilities of the Company to 1t, apart
from any Liability of the Company 1n respect of any Protected Claim or Protected
Contingent Claim

Nothing in this Scheme shall result 1n or shall be construed as resulting in any release,
extinguishment or compromise of any Protected Claim or Protected Contingent Claim
which 1s or which may in future be a Liability of the Company

EFFECT OF PROHIBITED ACTS AND RECEIPT OF BENEFITS AFTER THE
EFFECTIVE DATE

From the Effective Date, the Company will not make any payment to Scheme Creditors 1n
respect of their Scheme Claims other than by making dividend payments in respect of
Admitted Scheme Claims as provided for in the Scheme, or as specified 1n the Scheme, to
the FSCS

If after the Effective Date any Scheme Creditor
2621 takes any action prohibited by Clauses 6 1 or 6.3, and/or

2622 receives any money, property or other benefit (other than a payment from the
FSCS under the Scheme) or exercises any night 1n respect of the Company's
Property n any jurisdiction otherwise than par1 passu with all Scheme Creditors,

the Company shall, 1n 1ts absolute discretion, determine the value of any such money,
property, benefit or advantage received by the Scheme Creditor which value may include
(without mitation) such amount as the Company may consider to be appropnate by way
of interest or costs, charges or expenses incurred by the Company 1n relation thereto

Any amount received or treated as having been received by a Scheme Creditor under
Clause 26 2 above shall be paid to the Company by the Scheme Creditor forthwith without
set-off, deduction, retention, abatement or counterclaim, and pending such payment shall
be held on trust for the Company.

Notwithstanding Clause 26 3, the Company may, at its absolute discretion, treat any
amount received or treated as having been recerved by a Scheme Creditor under Clause

25 2 above as an advance dividend received in full by the Scheme Creditor during the
course of the Provisional Liquidation and deduct that amount from any amount payable by
way of dividend to that Scheme Creditor on that Scheme Creditor's Admitted Scheme
Claims under the Scheme
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27.

28.
281

282

29.

30.

301

PART 5- PAYMENTS UNDER THE SCHEME

PAYMENT OF PRIORITY LIABILITIES

As soon as practicable after the Effective Date, the Company shall pay in full all the
Company’s Priority Liabilities in priority to Admitted Scheme Claims, but nothing 1n the
Scheme shall oblige the Company to pay any Pnionty Liabihity at any time before the date
on which such Prority Liability would, apart from the Scheme, otherwise have become due
for payment

CASH AVAILABLE FOR DISTRIBUTION

The Company shall from time to time review the Property and Liabilities of the Company
to determine the amount of cash (the "Awvailable Cash") which 1n the opinion of the
Company, having consulted with the Creditors' Commuttee, should be made available at
that time for payment to Scheme Creditors in respect of therr Admitted Scheme Claims

In determining the amount of Available Cash the Company shall make proper provision for
the payment of the Excluded Employment Claims, Priority Liabilities and any other
Liabilities of the Company, including any Scheme Claimns which have yet to become
Admitted Scheme Claims (excluding any Protected Claims), and costs which may be
incurred in winding up the Company and the costs of the Official Recetver or liquidator
which the Provisional Liquidators, the Company or the Scheme Administrators consider
are prudent and appropriate to make

DATE OF PAYMENT OF DIVIDENDS

As soon as reasonably practicable following the determination of the amount of Available
Cash, the Company shall, subject to Clause 28, pay to each Scheme Creditor such
percentage of 1ts Admitted Scheme Claim 1n the relevant currency that represents the same
percentage as the amount of Available Cash 15 of the aggregate amount of all Admitted
Scheme Claims deterrmined at the date of payment.

DEDUCTION OF DEFENCE COSTS ALREADY PAID BY THE COMPANY
FROM DIVIDENDS PAYABLE UNDER THE SCHEME

Unless a Scheme Creditor has opted out of the recoupment of Defence Costs by making the
declaration 1n Clause 19 on the Scheme Creditor's Claim Form or Voting Forim (as
relevant) in accordance with the requirements of the Scheme, where

3011 the Company has before the Effective Date paid or agreed to pay Defence Costs
n connection with

(A) a Scheme Claim of a Scheme Creditor; or

(B) a clatm made against that Scheme Creditor 1n its capacity as policyholder
of the Company which was notified to the Company after 11 June 2001
but before the Effective Date that claim did not become a Scheme Claim,
and

3012 to the extent that the Company has not been repaid an equivalent amount from the
FSCS 1n respect of those Defence Costs,
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302

303

304

31.

the Company shal] deduct the amount of those Defence Costs (less the amount of any
reimbursement from FSCS) from any amount payable by way of dividend to that Scheme
Creditor on that Scheme Creditor's Admutted Scheme Claims under the Scheme so that
only the net balance of any dividend amount remaining after such deduction shall be
payable by the Company to that Scheme Creditor under the Scheme

For the purpose of Clause 30 1, unless the Scheme Creditor has opted out of the
recoupment of Defence Costs, a Scheme Creditor's Admitted Scheme Claims shall include
an amount equivalent to the amount of Defence Costs paid or payable 1n respect of

3021 the Scheme Claim, or
3022  the claim made against a policyholder of the Company,

less 1n erther case any amounts received from third parties in respect of those Defence
Costs

The amount deducted 1n respect of Defence Costs in accordance with Clause 30 1 above
shall be treated as an advance dividend received 1n full by the Scheme Creditor dunng the
course of the Provisional Liqundation

Where the total amount of the Defence Costs paid or agreed to be paid by the Company as
referred to in Clause 30 1 above 1s equal to or exceeds the total amount of dividends
payable to a Scheme Creditor on its Admitted Scheme Claims before recoupment of
Defence Costs

3041 that Scheme Creditor shall not be entitled to any dividend payments under the
Scheme n respect of 1ts Admitted Scheme Claims and shall be treated as having
received in full and 1n advance duning the course of the Provisional Liquidation
all dividends payable to it under the Scheme, but

3042 the amount by which the Defence Costs exceeds the total amount of dividends
payable to a Scheme Creditor on its Admitted Scheme Claims before recoupment
of Defence Costs shall not constitute a debt due from that Scheme Creditor to the
Company and shall therefore not be recoverable by the Company from the
Scheme Creditor.

PROCEDURE AFTER THE PAYMENT OF THE FINAL DISTRIBUTION

At such time as the Scheme Administrators believe that any distribution to Scheme
Creditors 1s likely to be the final distnbution, they shall cause to be prepared a final report
setting out all relevant information relating to the operation of the Scheme The Scheme
Administrators shall make their report in English available for download from the Website
but shall not be required to send a copy by Post to any Scheme Creditor
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32.
321

322

323

324

33.

MECHANICS OF PAYMENTS TO SCHEME CREDITORS

Any amount payable by the Company to a Scheme Creditor under the Scheme in respect of
an Admitted Scheme Claim which was incurred 1n Pounds Sterling, Euros or US Dollars
shall be paid 1n Pounds Sterling, Euros or US Dollars as the case may be. The amount
payable to any Scheme Creditor which was incurred 1n any other currency shall be paid at
in Pounds Sterling converted at the Scheme Exchange Rate by reference to the relevant
values of each Admutted Scheme Claim

All payments may be made, 1n the absolute discretion of the Company

3221 by telegraphic transfer to such bank account as the Scheme Creditor may from
tune to time notify to the Company, or

3222 by cheque in favour of the Scheme Creditor or as it may direct and sent by Post at
the nisk of the Scheme Creditor to the last known address of the Scheme Creditor
or to such other address as the Scheme Creditor may from time to time notify n
writing to the Company provided that, 1f no address for the Scheme Creditor 1s
known, such payments may be sent by Post at the risk of the Scheme Creditor to
the tast known address of the insurance broker through whom the relevant
Insurance Contract was effected or to such other address as such broker may from
time to time notify to the Company 1n writing,

and the Company may, in connection with the making of the payment under the Scheme,
deduct any payment expense from the amount of the relevant payment and/or require the
Scheme Creditor or broker to execute such forms of discharge or receipt or other document
as 1t may from time to time determine

Without prejudice to Clause 32 2 above, payment by the Company 1n respect of an
Admitted Scheme Claim (including any deemed payment of dividends or dividends
expressed to have been paid as advance dividends)

3231 toaScheme Creditor, or

3232 where two or more persons comprise a Scheme Creditor, to any one such person,
or

3233 toany person who 1s authorised to act on behalf of the Scheme Credrtor (whether
actually or ostensibly), or

3234 otherwise pursuant to Clause 32 2 above,

shall, for the purposes of and to the extent of such payment, constitute a valid discharge of
the Company 1n respect of 1ts payment obligations under the Scheme 1n respect of that
particular Admitted Scheme Claim

Subject to Clause 33, payment of any cheque by the bank on which 1t is drawn shall be
satisfaction of the obligation to pay the amount 1n which it was drawn; and receipt by the
recerving bank of the amount of any telegraphic transfer shall be satisfaction of the
obligation to pay the amount transferred.

ASSIGNMENTS

If a Scheme Creditor gives notice 1n writing to the Scheme Admunsstrator that 1t has
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34,

341

342

assigned 1ts entitlement to another person, the Scheme Admunistrator shall, subject to the
Scheme Creditor providing evidence satisfactory to the Scheme Administrator of the lawful
assignment, make such payment to that other person accordingly and payment to such
person shall constitute a good discharge of the Company and the Scheme Admimstrators
Any such notice must specify the name and address of the person to whom payment 1s to
be made

UNCLAIMED PAYMENTS

Any Scheme Creditor who fails to cash a cheque sent to 1t under the Scheme within 6 (s1x)
months of 1ts 1ssue date shall have no nght to any further payment from the Company 1n
respect of the relevant distribution to which the uncashed cheque relates and all amounts 1n
respect of all such uncashed cheques shall be added to the Company’s Property available
for subsequent distribution to Scheme Creditors or 1f the Company decides (in consultation
with the Creditors’ Committee) that there 15 no subsequent distnibution, shall be paid to a
charity chosen by the Company (in consultation with the Creditors’ Commttee)

The Company may at its discretion cancel and reissue a cheque 1f notified promptly by the
Scheme Creditor {and 1n any case within the period of 6 (s1x) months from the 1ssue of the
first cheque) that the cheque 1s lost or missing

10/45358910_6 22




PART 6 — THE FINANCIAL SERVICES COMPENSATION SCHEME

35.

351

352

353

54

355

PAYMENT OF PROTECTED CLAIMS AFTER THE EFFECTIVE DATE UNTIL
TERMINATION OF THE SCHEME

The Company's Liabilities in respect of any Protected Claims or Protected Contingent
Claims (1f any) owing or which may 1n the future become owing to each Scheme Creditor
on an individual basis shall not be estimated under the Scheme and accordingly no
drvidend shall be paid or payable by the Company under the Scheme to a Scheme Creditor
1n respect of any Protected Claim or (subject to the provisions of Clause 21 3) Protected
Contingent Claim

All Protected Claims for which the Liability of the Company 1s established in the period
starting on the Effective Date and ending on the Terrunation Date by the agreement of or
on behalf of the Company outside of the terms of the Scheme or by way of judgment
against the Company on or after the Effective Date or by a decision of the FSCS that a
Liabiltty of the Company 1s a Protected Claim shall be paid by the FSCS at the Protected
Percentage 1n accordance with Clause 35 4 below

Subyject to Clause 36, a Protected Policyholder to whom the Company has or may have a
Liabtlity 1n respect of a Protected Claim or a Protected Contingent Claim on or after the
Effective Date

3531 shall not have any night to any payment from the Company in respect of that
Protected Claim, but

3532 shall instead, subject to the terms of the Scheme, retain the night to recerve
payment from the FSCS at the rate of the Protected Percentage on any such
Protected Claim for which the Company has a Liability duning the term of the
Scheme and thereafter when the Company 1s in liquidation (subject to the terms
and requirements of the Policyholders Protection Act and for the FSCS Rules as
applicable) a Protected Policyhoelder shall have such nghts as may arise to
payment from the FSCS when the Company 1s 1n hiquidation

During the term of the Scheme the FSCS shall pay to a Protected Policyholder in respect of
its Protected Claim an amount equal to-

3541 the Protected Percentage of that Protected Claim, less
3542 the aggregate of

(A)  the amount of any payment which (notwithstanding Clause 35 3 above)
has been made to the Protected Policyholder by the Company under the
Scheme 1n respect of that Protected Claim (1ncluding, without limitation,
any dividend paid by the Company to the Protected Policyholder on the
Protected Claim as a result of Clause 21 3), and

(B) the amount of any payment previously made by the FSCS and/or the
Policyholders Protection Board 1n respect of that Protected Claim or any
payment previously made in respect of that Protected Claim

Payments may be made, in the absolute discretion of the FSCS

3551 by cheque in favour of the Scheme Creditor or as it may direct The cheque shall
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356

357

358

36.
361

be sent by Post at the risk of the Scheme Creditor to the last known address of the
Scheme Creditor according to the Company's books and records or to such other
address as the Scheme Creditor may from time to time notify in wniting to the
FSCS provided that, 1f no address for the Scheme Creditor 1s known, such
payments may be sent by Post at the risk of the Scheme Creditor to the last
known address of the insurance broker through whom the relevant Insurance
Contract was effected or to such other address as such broker may from time to
time notify to the Company 1n writing, or

3552 atthe option of the FSCS and at the expense of the Scheme Creditor (which
expense may be deducted from the amount of the relevant payment) by
telegraphic transfer to such bank account as the Scheme Creditor may from time
to time notify to the FSCS,

and the FSCS may, 1n connection with the making of the payment under the Scheme,
requuire the Scheme Creditor or broker to execute such forms of discharge or receipt or
other document as they may from time to time determine

Payment by the FSCS in respect of a Protected Claim
3561 toaProtected Policyholder, or

3562 where two or more persons comprise a Protected Policyholder, to any one such
person, or

3563 to any person who 1s authorised to act on behalf of a Protected Policyholder
{whether actually or ostensibly),

shall, for the purposes of and to the extent of such payment, constitute a vahd discharge of
the FSCS n respect of its payment obligations under the Scheme 1n respect of that
particular Protected Claim

Payment of any cheque by the bank on which 1t 1s drawn shall be satisfaction of the
obligation to pay the amount 1 which 1t was drawn, and receipt by the receiving bank of
the amount of any telegraphic transfer shall be satisfaction of the obligation to pay the
amount transferred

Payment by the FSCS 1n respect of each Protected Claim shall be made as soon as
reasonably practicable following whichever 1s the later of

3581 the date on which liability for the Protected Claum 1s established by agreement by
or on behalf of the Company or judgment 1s obtained establishing such Liability,
and

3582 the date on which the FSCS agrees or 1t 1s otherwise determined (so as to bind the
FSCS) that the Scheme Claim 1s a Protected Claim

THE CLAIMS OF THE FSCS IN THE SCHEME

Subject to the FSCS having comphied with the provisions of Clause 15, the FSCS shall be
entitled to dividend payments under the Scheme with other Admitted Scheme Claims (after
the application of Clause 30, as appropnate, to Admitted Scheme Claims) on its FSCS
Assigned Claims which are or have become Admiutted Scheme Claims in accordance with
the Scheme For the avordance of doubt, the FSCS shall have no nght to any payment
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363

364

365

under the Scheme 1n respect of any assignment of a Scheme Claim to 1t where such
assignment was taken or obtained on or after the Effective Date, unless the FSCS has
submitted a claim in respect of that assignment by the Bar Date in accordance with the
terms of the Scheme on a Claim Form, any such claim to be submitted as a Non-Insurance
Claim

As soon as reasonably practicable after the Bar Date, the Company shall with the assistance
of the Scheme Actuarial Adviser and by application of projection techmques equivalent to
those set out in the Estimation Guidelines, estimate the total aggregate value of all IBNR
Claims and Notified Outstanding Claims as a whole as at the Bar Date which are Protected
Contingent Claims (the "FSCS Claims Estimate™) The FSCS Claims Estimate will

3621 exclude amounts of defence costs paid by the Company in respect of Protected
Claims that have been paid by the Company prior to the Bar Date and that have
not been repaid by FSCS to the Company;

3622 be calculated in the aggregate, rather than solely on the basis of information
provided by individual Scheme Creditors with Protected Contingent Claims;

3623 be based initially on a reserving exercise conducted by the Company as at 31
December 2013, rolled forward to allow for

(A)  Unpaid Agreed Claims agreed between 31 December 2013 and 31
December 2014 and material vanations n the value of Notified
Outstanding Claims and the numbers of disease claims notified to the
Company (both compared to expected values) between 31 December
2013 and 31 December 2014, and

(B) Unpaid Agreed Claims agreed between 31 December 2014 and the Bar
Date and any information provided as at the Bar Date by Scheme
Creditors with Protected Claims and/or Protected Contingent Claims
which 1s inconsistent with the rolled forward estimate as at the Bar Date,
and

3624  be discounted in accordance with Clause 22 3 to produce a discounted estimate as
at the Bar Date

The Company shall notify the FSCS in wnting of the amount of 1ts calculation of the FSCS
Claims Estimate and explain to the FSCS 1n writing the basis upon which the FSCS Claims
Estimate has been calculated. The FSCS shall be provided with such supporting working
papers, calculations, documentation and information as the FSCS may reasonably request
within 21 days of receiving notice from the Company under this Clause 36 1n connection
with the FSCS Claims Estimate and the Company or Scheme Actuarial Adviser as
appropnate shall deal promptly with any queries raised by the FSCS on how the projection
techniques have been applied and/or how the FSCS Claims Estimate has been calculated
whether generally or to particular classes of business or claims

Following the Company’s notice to the FSCS of its calculation of the FSCS Claims
Estimate, the Company and the FSCS shall use reasonable endeavours to agree the FSCS
Claims Estimate

If within what the Company considers to be a reasonable time (and no later than 120 days
after the Company’s notice to the FSCS of the FSCS Claims Estimate, unless such pertod 15
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366

367

37.
371

37.2

38.
381

extended by agreement between the Company and the FSCS) the Company and the FSCS
have not reached agreement with respect to the FSCS Claims Estimate, the Company shall
refer any outstanding dispute to the Scheme Adjudicator for adjudication under the Scheme,
save that the following disputes shall not be capable of being referred to the Scheme
Adjudicator for adjudication

36.51 the discounting of the aggregate value of the Protected Contingent Claims in
accordance with Clause 22 3, and

3652 the Discount Rate to be applied 1n accordance with Clause 22 3.

The amount of the FSCS Claims Estimate (as agreed between the Company and the FSCS
or determined by adjudication under the Scheme) shall be an Admitted Scheme Claim.
The Company shall pay dividends on that Admitted Scheme Claim to the FSCS pan passu
with other Admitted Scheme Claims 1n accordance with the Scheme

The Company shall also make a cash payment to the FSCS of £5 million as a Scheme Cost
as a contnbution towards the costs and expenses of the FSCS 1n carrying out the run-off of
Protected Claims from the Bar Date to the date of final settlement of all such claims or
expiry thereof 1n accordance with the terms agreed thereon with the FSCS (the "FSCS
Claims Handling Contribution") Such payment shall be made to the FSCS within 15
Business Days of the Effective Date The Claims Handling Contnibution will be paid n full,
and not par1 passu with the Admitted Scheme Claims under the Scheme

LIMITATIONS ON THE FSCS' OBLIGATIONS

Any obligation of the FSCS to make a payment 1n respect of a Protected Claim under the
Scheme shall be conditional on

3711 that Protected Claim being a Scheme Claim, and

37.12  the Protected Policyholder being entitled and able to assign, or having assigned,
to the FSCS all the nghts and claims mentioned 1n Clause 38 1 as originally
ansing and free from any lien, charge, prior assignment, equity, encumbrance or
other third party nght

Any obligation of the FSCS to a Protected Policyholder 1n respect of a Protected Claim
under the Scheme shall be subject to the same conditions, limitations, quabfications and
other provisions (mutatis mutandis) contained or referred to in, or capable of being
imposed under the FSCS Rules (as may be applicable) and/or sections 9, 13(1) to (3) and
14 of the Policyholders Protection Act as the duty which the FSCS would have had under
Sections 6 to 8 of that Act to secure the making of a payment to any policyholder or any
other person 1n respect of that Protected Claim if the Company was a company 1n
hiqudation (as defined in the Policyholders Protection Act)

ASSIGNMENTS TO THE FSCS

Immediately upon any payment being made by the FSCS 1n respect of a Protected Claim
there shall automatically be assigned to the FSCS absolutely without any further act or
document all nights, whether present or future, actual or contingent which the Protected
Policyholder may have

3811 inrespect of that Protected Claim (including n respect of the debt or claim
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constituted by or anising out of or relating to that Protected Claim under or 1n
respect of the Insurance Contract relating to that Protected Claim),

3812 nrespect of payments made by the Protected Policyholder by way of premtums
under the Insurance Contract relating to the Protected Claim,

3813 against any other person in respect of any event giving nise to that Protected
Claim (other than another insurer which has insured the Protected Policyholder 1n
respect of the same event but without prejudice to the application of this Clause
38 1 3 1n relation to any other Protected Claim to which the event has also given
rise) or by reference to or in connection with the Insurance Contract relating to
the Protected Claim, and

3814 1nrespect of that Protected Claim to any payment out of, interest 1n, or recourse
to or otherwise by virtue of, any letters of credut, trust funds, guarantees,
guarantee funds and deposits provided that if the Protected Policyholder has any
right under such letter of credit, trust fund, guarantee, guarantee fund or deposit
then such nght shall not be assigned to the FSCS to the extent that 1f 1t was taken
into account 1n calculating the FSCS's payment in respect of the Protected Claim
under the Scheme 1t would result in a reduction in the amount which would
otherwise have been payable by the FSCS in respect of that Protected Claim
under the Scheme (except that 1f and to the extent that it 1s determined 1n a
Proceeding (or the effect of a determination in any Proceedings 1s) that this
proviso causes, or would but for this exception cause, the assignment of such
right or any other nghts to be invahid or unenforceable, the provision shall not
have effect), whether, 1n any such case, those nghts or ¢claims arise under or 1n
respect of the Insurance Contract relating to that Protected Claim, under or in
respect of the Scheme, by virtue of any trust or enactment (pnmary or
subordinate) or otherwise howsoever, and whatever the nature of those nghts or
claims

382  If any question arises as to the identification of any Protected Claim and accordingly as to
whether that Protected Claim 1s or 1s not the subject of an assighment to the FSCS under
this Clause 38 a certificate by the FSCS that it has made a payment in respect of that
Liability shall be binding and conclusive on all persons for all purposes

383 A Protected Pelicyholder shall do such acts and things and execute such deeds and
documents, and 1n particular such forms of assignment, transfer or assurance, as the FSCS
may from time to time request to vest 1n 1t fully and effectively all nghts and claims of that
Protected Policyhelder against the Company or other persons under or 1n respect of the
Protected Claim to which such payment or agreement to pay relates, or to perfect or
evidence the vesting in 1t of the same Each Protected Pohicyholder hereby irrevocably and
unconditionally appoints the chief executive of the FSCS for the time being to be his
attorney and agent and on his behalf and 1n his name or otherwise to do such acts and
things and execute such deeds and documents as may be required to give effect to this
Clause 38 3, 1f such Protected Policyholder fails to comply promptly with his obligations
hereunder

384 Ifand to the extent that any interest 1n any such right or claim of a Protected Policyholder
as falls to be assigned to the FSCS upon any payment being made by the FSCS does not for
any reason immediately vest fully and effectively in the FSCS, the same shall be held by
the Protected Policyholder on trust absolutely for the FSCS until 1t does so vest
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385

386

387

39.
39.1

392

393

394

On the Assignment Date, the provisions of Clauses 38 1 to 38 4 shall apply to each Scheme
Claim which 1s a Protected Contingent Claim that has not become a Protected Claim before
termination of the Scheme

The assignment contemplated by Clause 38 1 insofar as 1t applies to any Protected
Contingent Claim shall be conditional upon the FSCS, where the Company 1s i hquidation
and the Scheme has terminated, making any payment to the relevant Protected
Policyholder in respect of the Scheme Claim after the Assignment Date under the
provisions of, and in accordance with 1ts powers and duties, under the Policyholders
Protection Act and /or the FSCS Rules (to the extent applicable) and 1s also without
prejudice to the terms of the Policyholders Protection Act, including, without hmitation,
Sections 13(4) and 14 of the Policyholders Protection Act

This Clause 38 shall be deemed to constitute for all purposes express notice in writing to
the Company of all assignments effected pursuant to its provistons and relating to
Liabilities of the Company

OTHER PROVISIONS APPLICABLE TO THE FSCS

The FSCS shall not be liable in respect of any interest Liability of the Company, 1n relation
to a Protected Claim which does not constitute Admissible Interest and which Admussible
Interest is not also payable under the relevant Insurance Contract or judgment giving rse to
the Protected Claim

Save that the FSCS will be taking over responsibility for the claims handling of Protected
Claims from the Bar Date, nothing 1n the Scheme shall impose any greater obligation on
the FSCS 1n respect of any Scheme Creditor or Liability of the Company than the FSCS
would have had (and neither such Scheme Creditor nor the Company shall have any
different or greater relief or remedy against the FSCS than 1t would have had) if the
Company had been a company in hquidation (as defined 1n the Policyholders Protection
Act), the beginning of the liquidation (as so defined) had been the Petition Date, and the
payment to be made by the FSCS in respect of each Protected Claim had been reduced by
the amounts referred to in Clause 35 4 (as the case may be), and no night of, or condition
imposed by, the FSCS under the Scheme 1n relation to any Scheme Creditor shall be
himited or restricted by virtue of any obligation of the FSCS to that Scheme Creditor under
the Scheme being less than the obligation which the FSCS would have had to 1t if the
Company had been a company 1n liquidation (as so defined n the Policyholders Protection
Act)

Where, 1n relation to any Insurance Contract, the FSCS 15 required or entitled to make a
payment to any person other than, or instead of| the Protected Policyholder 1f the Company
were 1n liquidation, the FSCS may similarly perform any obligatton to make a payment
under the Scheme in relation to that Insurance Contract and references to a Protected
Policyholder shall be construed accordingly as including payment to such a person (as well
as, for the avoidance of doubt, any person, whether or not a policyholder, to whom
payment may otherwise be made by the FSCS for or on behalf of the Protected
Policyholder)

The FSCS shall not have an obligation to make a payment

3941 toany subsidiary or parent of the Company or any person who was a shareholder
of the Company at the date of this Scheme, or
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396

397

398

3942 if it appears to the FSCS that such a payment would result 1n a benefit being
conferred on either

(A) any person who was a shareholder of the Company at the Petition Date,
or

(B) any person who had responsibility for or who may have profited from the
circumstances giving rise to the financial difficulties of the Company,
provided that there shall be disregarded for the purposes of this Clause
39 4 2 any benefit which might accrue to such persons therein mentioned
who are policyholders of the Company 1n their capacity as such

Without prejudice to any other nghts and remedies which the FSCS may have, any person
recelving a payment in respect of a Liability who has knowingly provided false, misleading
or incomplete information to the FSCS in support of an application for that payment shall
be bound on demand to repay to the FSCS all such amounts that have been paid by the
FSCS in respect of that Liability, together with interest at 8 per cent. per annum (or, 1f
higher, the Judgement Rate) (or such other rate as a court of competent junisdiction may
specify for the purpose of this Clause 39 5) calculated on a daily basis from the date of
payment to the date of repayment

The FSCS shall not for any purpose under or in connection with the Policyholders
Protection Act or the FSCS Rules be bound by any estimation made under the Scheme of
any Scheme Claims which are Notified Outstanding Claims or IBNR Claims either as to
existence, liability or quantum Unless and until a Scheme Claim becomes established
erther as a hability under a policy within the meaning of the Policyholders Protection Act
or under the terms of the FSCS Rules (as applicable) and subject also to all other conditions
and requirements of the Policyholders Protection Act or the FSCS Rules being complied
with, such a Scheme Claim shall not be ehgible for protection from the FSCS

The participation and obligations of the FSCS under the Scheme shall be governed by the

terms of the Scheme until the Scheme terminates in accordance with 1ts terms Thereafter

the FSCS shall assess and pay compensation in accordance with 1ts obligations, powers and |
duties which anse in the liquidation of the Company, provided that:

397.1 payment by the FSCS n respect of each Protected Claun shall not be made until
the later of

(A)  the date on which lability for the Protected Claim is established by
agreement by the FSCS or 1ts agent pursuant to Clause 40 1 or judgment
15 obtained establishing such hability, and

(B)  the date on which the FSCS agrees or 1t 1s otherwise determined (so as to
bind the FSCS) that the liability 15 a Protected Claim, and

3972 payment by the FSCS shall not be made 1n respect of any Protected Contingent
Claim unti] such contingent or prospective liability matures into a present liability
and the conditions of Clause 39 7 1 above are satisfied

The provisions of Clause 39 shall continue to apply notwithstanding termination of the
Scheme and any winding up or dissolution of the Company
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40.

40 1

402

403

THE RUN-OFF OF FUTURE PROTECTED CLAIMS WILL BE CARRIED OUT
BY THE FSCS

In return for the Company agreeing to make the payment of the FSCS Claims Handling
Contnibution under Clause 36 7, and 1n consideration of the Protected Policyholders being
bound by the terms of the Scheme (including in relation to Clause 38 above), the FSCS
agrees that 1t shall accept the rrevocable appointment by the Company with effect from the
Bar Date to conduct the run-off, handling and agreement of all Liabilities of the Company
which may give rise to Protected Claims The appomntment of the FSCS shall survive and
continue 1n full force and effect notwithstanding termination of the Scheme In the event
that as a matter of law such appointment would terminate 1n the event of a hquidation or
other insolvency process applicable to the Company, the FSCS shall be deemed to have
been reappointed immediately by the Company (and accepted that reappointment) with
automatic effect in any liquidation or other insolvency process so that the appomntment of
the FSCS and 1ts obligation to conduct the run-off, handling and agreement of all
Liabilities of the Company which may give rise to Protected Clauns notwithstanding the
hiquidation of the Company shall for all purposes continue 1n full force and effect

The FSCS shall at all tmes employ sufficient staff and/or appoint suitably qualified agents
and comply with all applicable laws, rules and regulations at its own cost to ensure that all
Liabilities of the Company which may give nise to Protected Claims will, in the interests of
the Protected Policyholders, be handled by 1t to expiry of those Liabilities,

The Company shall on the Effective Date make available to the FSCS 1ts books and records
in 1ts possession or under 1ts control or that of its agents insofar as they relate to Liabilities
which may give rise to Protected Claims and the run-off of those Liabihties The Company
shall permat (and authonse and instruct 1ts agents to permit) the FSCS or any person
authorised by 1t to take, at the expense of the FSCS, copies of any such information 1t
deems fit or to download or take 1n computer transferable format copies of any such
information to allow 1t to carry out or appoint agents to carry on the run-off of Protected
Claims and the payment of compensation in respect thereof
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PART 7 - THE SCHEME ACTUARIAL ADVISER AND THE SCHEME ADJUDICATOR

41.
411

412

413
414

415

416

417

42,
421

422
423

424

425

THE SCHEME ACTUARIAL ADVISER

There shall be a Scheme Actuarial Adviser having the powers, rights, duties and functions
conferred upon it by the Scheme The Scheme Actuanal Adviser shall provide advice and
assistance to the Company 1n connection with the review of Claim Forms, the agreement
and/or esttimation of Scheme Claims in accordance with the Estimation Guidelines, the
calculation and/or application of any Offset Amount and/or Security and any discount to be
applied 1n accordance with Clause 22 3

In exercising 1ts powers and in carrying out his duties and functions under the Scheme, the
Scheme Actuanal Adviser shall act 1n good faith and with due care and diligence

The first Scheme Actuanal Adviser shall be PricewaterhouseCoopers LLP

The office of Scheme Actuanal Adviser shall be vacated 1f at any time the appointee to that
office 1s subject to a Removal Event

In the event of a vacancy 1n the office of the Scheme Actuarial Adviser, the Scheme
Admimistrators shall appoint a replacement Scheme Actuarial Adviser

The Company shall pay as a Scheme Cost reasonable remuneration to the Scheme
Actuanal Adviser for the exercise and performance of 1ts powers, duties and functions
under the Scheme as may be agreed between the Scheme Actuarial Adviser and the
Scheme Admimstrators and as approved by the Creditors' Committee (such approval not to
be unreasonably withheld)

The Scheme Actuarial Adviser’s remuneration shall be drawn down and be paid from the
Company's Property on a regular basis subject to the proviso that any professional fees
which are not subsequently approved by the Creditors' Commuttee or the Court shall be
repaid to the Company plus interest thereon

THE SCHEME ADJUDICATOR

There shall be a Scheme Adjudicator having the powers, rights, duties and functions
conferred upon himn by the Scheme In exercising his powers and nghts and carrying out
his duties and functions under the Scheme, the Scheme Adjudicator shall act independently
from the Company and the Scheme Administrators and 1n good farth and with due care and
diligence in the interests of Scheme Creditors as a whole

The first Scheme Adjudtcator shall be Colin Czapiewski

The office of Scheme Adjudicator shall be vacated 1f at any time the appointee to that
office is subject to a Removal Event

In the event of a vacancy 1n the office of the Scheme Adjudicator, the Company shall
appoint a replacement Scheme Adjudicator.

The Scheme Adjudicator shall be responsible for adjudicating and determining any
disputes concerning the matters listed 1n Clause 20.5, Clause 22 6 and Clause 36 2 which
are referred to hum, subject to the terms of the Scheme
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426  Any determination by the Scheme Adjudicator shall, insofar as the law allows, be final and
binding on the relevant Scheme Creditor, the Company and the Scheme Adminustrators for
all purposes, and no Scheme Creditor, the Company or the Scheme Admimstrators shall
have any night of appeal therefrom, or have any claim or other remedy whatsoever against
the Scheme Adjudicator in respect thereof, except in so far as 1s permitted by law

427  The Company shall pay as a Scheme Cost such reasonable remuneration to the Scheme
Adjudicator for the exercise and performance of his powers, duties and functions under the
Scheme as may be agreed between the Scheme Adjudicator and the Company or as 1s
required to be paid by the Company under the Scheme The Company shall pay all such
amounts in full as a Scheme Cost
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PART 8 - THE PROVISIONAL LIQUIDATORS

43, THE PROVISIONAL LIQUIDATORS

431  Save to the extent that such powers or functions would conflict with the powers and
functions of the Scheme Administrators, the Provisional Liquidators shall continue to
exercise and perform all the powers and duties 1n relation to the Company conferred on
them by law for so long as the Provisional Liquidators continue to hold such office

432  Without prejudice and without limitation to the generality of therr existing functions
powers and duties the Provisional Liquidators

4321 shall not have any duties or responsibilities 1n relation to matters related to the
Scheme other than those expressly set out herein, and

4322 shall not incur any personal Liability 1n connection with the preparation,
negotiation or implementation of the Scheme or any ancillary arrangement
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46.

461

462

463

46 4

PART 9 — THE SCHEME ADMINISTRATORS

QUALIFICATION AND APPOINTMENT OF THE SCHEME ADMINISTRATORS

There shall be appointed Scheme Admimstrators having the powers, nghts, duties and
functions conferred upon them by the Scheme In exercising their powers and rights and
carrying out their duties and functions under the Scheme, the Scheme Admimistrators shall
act as agents of the Company without personal liabihity (which agency shall continue
notwithstanding any Liquidation Event or other insolvency proceeding of the Company), 1n
good farth and with due care and dihigence 1n the interests of the Scheme Creditors as a
whole, and shall exercise their powers under the Scheme for the purpose of ensuring that
the Scheme 1s applied and operated 1n accordance with 1ts terms

The Scheme Administrators shall be individuals qualified to act as 1nsolvency practitioners
within the meaning of Section 390 of the Insolvency Act Where more than one person has
been appointed as Scheme Adminustrator, each must be qualified to act as an insolvency
practitioner

The first Scheme Administrators shall be the Dan Schwarzmann and Mark Batten of
PricewaterhouseCoopers LLP

RESIGNATION AND REMOVAL OF THE SCHEME ADMINISTRATORS

A Scheme Administrator shall vacate office if he ceases to be a person qualified to act as
an insolvency practitioner within the meaning of Section 390 of the Insolvency Act, resigns
his office by giving not less than three months' notice 1n wrniting to the other Scheme
Admunistrators, the Company and the Creditors’ Committee, or 1s otherwise subject to a
Removal Event

GENERAL POWERS AND DISCRETIONS OF THE SCHEME
ADMINISTRATORS

The Scheme Administrators shall have general powers of management and control over the
Company's Property for the purpose of implementing and applying the Scheme The
Scheme Admimistrators shall also have the powers specifically conferred on them by the
Scheme

Where one or more persons are appointed as Scheme Administrator, the functions and
powers of the Scheme Admirustrators under the Scheme may be performed and exercised
Jointly and severally and any act required to be done by the Scheme Admirustrators under
the Scheme may be done by any one or more or all of them

The performance of any act, the making of any determination or any other matter,
including without limitation any of the provisions of Clause 47 (Specific Powers of the
Scheme Admimstrators), which 1s, whether expressly or impliedly, at the discretion or 1n
the opinion of the Scheme Administrators, shall, unless expressly stated otherwise, be at
their reasonable discretion and the provisions of Clause 62 (Indemmty) shall apply thereto.

In carrying out their functions and exercising their powers under the Scheme the Scheme
Admunistrators shall consult with, and take account of the views expressed by, the
Creditors' Commuttee on any matter which the Scheme Admunistrators consider material to
the Scheme
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47, SPECIFIC POWERS OF THE SCHEME ADMINISTRATORS

471  The Scheme Admimistrators shall be entitled, without prejudice to the generality of the
general powers of management and control over the Company's Property

4711

4712

4713

4714

4715

4716

47.17

4718

47.19
47110
47111

16/45358910_6

to have full access at all times to all information as they shall from time to time
require 1n relation to the business, affairs and the Company's Property or the
operation of the Scheme and to all books, papers, documents and other
information contained or represented 1n any format whatsoever in the possession,
custody or under the control of the Company, and any such mformation and
documents may, subject, where applicable, to appropriate undertakings of
confidentiality, be disclosed by the Scheme Admimstrators to the Creditors’
Committee,

to employ and remunerate accountants, actuanes, lawyers and other professional
advisers or agents 1n relation to the business, affairs and Company's Property and
the Scheme Administrators’ powers, rights, duties and functions under the
Scheme,

to delegate to any person qualified to act as an mnsolvency practitioner within the
meaning of Section 390 of the Insolvency Act and approved for the time being by
the Creditors’ Commuttee for the purposes of this Clause 47, all or any of the
powers, rights, duties and functions conferred upon the Scheme Administrators
under the Scheme and from time to time to revoke any such delegation, provided
that the Scheme Admunstrators shall be responsible for any act or onussion of
any such delegate to the same extent as 1f they had expressly authonised 1t,

to the extent that the Court has junisdiction, to apply or cause the Company to
apply to the Court for directions 1n relation to any particular matter arnising 1n the
course of the Scheme but no such application shall be made for directions
concerning the interpretation or construction of the Policyholders Protection Act
or the FSCS Rules whether as such or as 1t applies to the oblhigations of the FSCS
under, or otherwise as incorporated into, the Scheme unless the FSCS 1n its
absolute discretion consents,

to be paid and reimbursed for the carrying out of their duties and the exercise of
their powers, rights, duties and functions under the Scheme and for all expenses
properly incurred by them 1n connection therewith;

either to attend themselves or appoint a delegate to attend any meeting of the
Creditors' Commuttee, for the purpose of giving such explanations and
information as the Creditors' Commuittee may requure,

to collect any assets including reinsurance recoveries tn accordance with the
Scheme as part of the run-off of the Company's business;

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

to pay Pnionty Liabilities and Scheme Costs 1 accordance with the Scheme;
to pay dividends to Scheme Creditors in accordance with the Scheme, and

to exercise any other powers necessary for or incidental to the full and proper
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48.

49.

491

492

493

49 4

495

implementation of the Scheme

REPRESENTATIVES

The Scheme Administrators may, at their absolute discretion, deal with those persons
acting on behalf of Scheme Creditors (including, but not limited to managing general
agents, the managers of underwriting pools, the holders of line slips or binding authorities
or sumilar representative bodies) on the basis that those representatives are fully authorised
to represent the Scheme Creditors concerned for all purposes in connection with the
Scheme

PROFESSIONAL FEES, COSTS, CHARGES AND EXPENSES OF THE SCHEME
ADMINISTRATORS

There shall be paid out of the Property, n priority to all other Prionty Liabilities, all costs,
charges and expenses of the Scheme Admimistrators and their firm payable or incurred 1n
the course of exercising or performing their functions, powers, nghts, duties, authorities
and discretions under the Scheme including the professional fees of the Scheme
Administrators and their staff (to be charged at the usual hourly rates charged by their firm
for this type of work) and the costs incurred by the Scheme Administrators in employing
agents and professional advisers, including legal advisers, to assist them in implementing
and giving effect to the Scheme and 1its terms

The Scheme Adrmimistrators shall seek the approval of the Creditors' Commuttee from time
to time to the payment of their professional fees and 1n that approval process there shall be
taken into account

4921 the tune properly given by the Scheme Administrators and therr staff 1n attending
to the Company's affairs,

4922 the complexity of the vanous aspects of the matter,

4923 any respects in which, 1n connection with the Company's affairs, there falls on the ‘
Scheme Administrators any responsibility of an exceptional kind or degree, ‘

4924  the effectiveness with which the Scheme Administrators appear to be carrying out,
or to have carned out, their duties, and

4925  the value and nature of the Property with which they have to deal

Should the Creditors' Commuttee not approve the level of professional fees as submitted by
the Scheme Admunistrators, the Scheme Administrators shall be at liberty to apply to the
Court for the approval of their fees

The Scheme Administrators shall be entitled to draw down and be paid from the
Company's Property their professional fees, costs, charges and expenses on a regular basis
subject to the proviso that any professional fees which are not subsequently approved by
the Creditors' Commuttee or the Court shall be repaid to the Company plus interest thereon

Neither the Scheme Administrators, nor any partner, employee, agent, advisor,
representative, affihate, director, officer, member, beneficiary, investor, servant,
shareholder, trustee, attorney, or other person acting on behalf of, or otherwise related to or
affiliated with the Scheme Admimistrators or the Company, nor any of their respective
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successors, shall have any personal hability directly or indirectly, under or in connection
with

4951 this Scheme, the Explanatory Statement and any notices convening a Scheme
Meetng,

4952  any agreement made or entered into under ot pursuant to the Explanatory
Statement, the Scheme and any such notices, or

4953 any amendment or amendments to any of the foregoing made at any time or times,
heretofore or hereafter

Thus exclusion of personal liability shall survive the termination of the Scheme and any
winding up or dissolution of the Company
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513

52.
52.1

PART 10 - CREDITORS' COMMITTEE

CONSTITUTION OF THE CREDITORS' COMMITTEE
There shall be a Creditors' Commuttee for the purposes set out in the Scheme

The Creditors' Commuttee shall consist of not less than three and not more than five
persons (each a "Committee Member") unless the Scheme Administrators 1n consultation
with the Creditors' Commuttee decide otherwise

Any Scheme Creditor or any authonsed representative of any one or more Scheme
Creditors (whether an individual, a body corporate or a partnership) shall be eligible for
appointment as a Committee Member The FSCS shall be entitled for the duration of the
Scheme to membership of the Creditors' Commuttee as one Commuittee Member

MEMBERSHIP OF THE CREDITORS' COMMITTEE

The 1mitial Creditors' Commuttee shall consist of those persons currently acting as members
of the informal Creditors' Committee 1n the Provisional Liquidation

Subject to Clause 51 3 below, the Creditors' Committee may resolve at any time, by a
simple majority of those Committee Members present at a meeting of the Creditors’
Commuttee, to appoint any person who 1s eligible to be so appornted to be a Committee
Member, whether to fill a vacancy or as an additional Committee Member, but so that the
total number of Commuittee Members shall not exceed five

Apart from the FSCS, no person shall be appointed as a Committee Member unless
5131 heis recommended by the Creditors' Commuttee, or

5132 notless than seven and not more than 28 clear days before the date appointed for
the meeting of the Creditors' Commuttee, a notice executed by a Scheme Creditor
quahfied to vote at the meeting has been given to all Commuttee Members of the
intention to propose that person for appointment together with a written notice
signed by that person of his willingness to be appointed

CEASING TO BE A COMMITTEE MEMBER

The office of a Commuttee Member (other than the FSCS) shall be vacated 1f that
Commuttee Member, being an individual

5211 resigns by notice 1n writing addressed to any one of the Scheme Administrators,
such notice being effective on receipt,

5212 ceases to be (or 1s found never to have been) a Scheme Creditor,

5213 fails to attend three consecutive meetings of the Creditors’ Commuttee, unless the
Creditors' Commuttee (excluding that Committee Member) resolves by a simple
majornty of the Commiitee Members present at a meeting of the Creditors'
Committee that he should continue as a Commuttee Member, or

5214 s subject to a Removal Event
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523

53.
531

532

54,
541

542

55.
551

56.
561

562

The office of a Committee Member (other than the FSCS) shall be vacated if that
Commuttee Member, being a body corporate or partnership.

5221 resigns by notice in writing addressed to any one of the Scheme Administrators,
such notice being effective on receipt,

5222 is convicted of an indictable offence (other than offences in relation to road
traffic),

5223 ceases to be (or1s found never to have been) a Scheme Creditor or an authonised
representative of a Scheme Creditor,

5224 fails to attend three consecutive meetings of the Creditors' Commuttee, unless the
Creditors' Committee {(excluding that Commuttee Member) resolves by a simple
majority of the Committee Members present at a meeting of the Creditors'
Commuittee that he should continue as a Commuittee Member; or

5225 goes nto hquidation or admunistration or 18 dissolved

The FSCS may resign by notice 1in wnting to the Creditors' Commuttee and signed by an
authorised representative of the FSCS

APPOINTMENT OF NOMINATED REPRESENTATIVES

Each Committee Member may, by notice to the Scheme Admuinistrators, appoint a
responsible individual as 1ts representative (a "Nominated Representative”) to represent
that Committee Member at any meeting of the Creditors’ Committee.

Each Nominated Representative appointed pursuant to Clause 53 1 above may only
represent one Committee Member at any one time

FUNCTIONS OF THE CREDITORS' COMMITTEE

The Creditors' Committee shall provide their views on any matter relating to the Scheme,
as and when requested to do so by the Scheme Admunistrators.

The Creditors' Commiittee shall have the function of approving the professional fees of the
Scheme Administrators and Scheme Actuanal Adviser

INFORMATION TO BE GIVEN TO THE CREDITORS' COMMITTEE

Nothing in the Scheme shall require the Scheme Admimstrators to provide to the Creditors'
Commuttee any information the release of which they think could be detrimental to the
interests of the Company and/or Scheme Creditors as a whole, or any information which
the Company (or any of its agents) 1s under a legal duty not te disclose.

DUTIES OF COMMITTEE MEMBERS

Each Commuittee Member shall, in performing 1ts functions as such, act in good faith and
with due care and diligence 1n the interests of the Scheme Creditors as a whole

Each Committee Member shall use its best endeavours te avoid conflicts of interest in
performing 1ts duties under the Scheme It shall be the duty of each Committee Member
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572

573

57.4

575

576

577

578

who 15 1n any way, whether directly or indirectly, interested 1n a contract, arrangement or
proposed contract or arrangement with the Company to declare the nature of its interest at a
meeting of the Creditors’ Commuttee (other than a general interest ansing by reason only of
the Committee Member’s status as a Scheme Creditor)

Each Committee Member shall preserve the confidentiahity of all information recerved n
1ts capacity as Committee Member concerning the Company and the operation of the
Scheme and shall use such information only for the purpose of performing its
responsibilities and functions under the Scheme unless 1t shall have obtained the prior
written approval of the Scheme Administrators

PROCEEDINGS OF THE CREDITORS' COMMITTEE

Subject to the provisions of the Scheme, the Creditors' Commiitee may convene, adjourn or
otherwise regulate 1ts meetings as 1t sees fit

The Scheme Administrators may summon and three Committee Members may at any time
request the Scheme Administrators to summon a meeting of the Creditors' Committee The
Scheme Administrators shall call a meeting of the Credttors' Commuttee as soon as
practicable after recerving a request to do so under this Clause 57

When summoning a meeting of the Creditors' Commuttee, the Scheme Administrators shall
send written notice to each Committee Member of such meeting setting out the time and
place of the meeting (which shall be 1n London or such other place as the Scheme
Admnistrators may direct) and indicating the nature of business to be transacted

The quorum necessary for the transaction of business shall be three Committee Members
If a quorum 1s not present within half an hour from the time apponted for 2 meeting, or if
during a meeting such quorum ceases to be present, the meeting shall stand adjourned to
such time and place as the chairman may reasonably determtne and the quorum at any such
adjourned meeting shall be three Committee Members

Each Committee Member shall have one vote Matters arising at any meeting shall be
decided by a simple majority of votes of the Committee Members (for the avoidance of
doubt, excluding the chairman) attending at such meeting and entitied to vote and voting on
such matter In the case of equality of votes, the chairman shall have the casting vote 1n
respect of that particular resolution voted upon

A Commuttee Member shall not be entitled to vote or to form part of the quorum 1n relation
to any matter in which the Commuttee Member 1s 1n any way, in the opimion of the Scheme
Admumstrators, interested (other than a general interest ansing by reason only of the
Commuttee Member’s status as a Scheme Creditor) and, if requested to do so, shall absent
itself from the meeting for so long as such matter is discussed and voted upon and shall not
receive any information nor be entitled to inspect any part of the minutes of a meeting of
the Creditors Commuttee relating thereto

The Scheme Administrators shall be entitled to attend, speak and/or make wntten
submussions at all meetings of the Creditors' Commuttee  However, they shall not be
entitled to vote at any such meeting unless agreed by the Creditors’' Committee

A resolution 1n writing signed in any number of counterparts by all the Comnuttee
Members for the time being shall be as valid and effective as 1f passed at a meeting of the
Creditors' Committee duly convened and held.
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59.1

592

A Committee Member and/or a Scheme Administrator may participate in 2 meeting of the
Creditors’ Commuttee by conference telephone or similar form of commumcation
equipment 1f all persons participating in the meeting are at all material times able to hear
and speak to each other A person participating in this way shall be deemed to be present
m person at the meeting and shall be counted 1n a quorum and entitled to vote, 1f
appropnate All business transacted 1n this way by the Creditors' Commuttee shall be
deemed to be validly and effectively transacted at a meeting of the Creditors' Committee

The Scheme Administrator shall cause proper minutes to be kept of all proceedings of the
Creditors' Commuittee and such minutes shall at all reasonable times be open to inspection
by any Committee Member (except insofar as a Commuttee Member 1s interested as
contemplated by Clause 57.6 1n any matter detatled 1n the minutes).

VALIDATION

All acts done by a Committee Member or Nominated Representative at any meeting of the
Creditors' Commuittee shall, notwithstanding that it 15 afterwards discovered that there was
some defect in the appointment of the Commuittee Member be as valid as 1f such person had
been duly appointed and qualified

EXPENSES

The Company shall pay the reasonable costs incurred in summoning meetings of the
Creditors' Committee (irrespective of who requests the meeting} and the reasonable out of
pocket expenses incurred by the Commuttee Members and the Scheme Admrmstrators in
travelling to and attending such meetings

The Company shall also pay, at the Scheme Adminsstrators' sole discretion, any other costs
and expenses reasonably incurred by any Committee Member in carrying out 1ts duttes and
functions as Committee Member under the Scheme as Scheme Costs
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PART 11 — RELEASES

RELEASES

To the fullest extent allowed by law, each Scheme Creditor shall treat the Provisional
Liquidators, the Scheme Admnistrators, Scheme Actuanal Adviser, the Scheme
Adjudicator, the Creditors' Commuttee and the FSCS and, as applicable, each of their firms,
fellow members, partners, officers and employees, and each of their legal and other
professional advisors including their fellow members, partners and employees (together the
"Released Parties™) as being released from any Liability (whether present, future,
prospective or contingent) arising in connection with the preparation, negotiation, operation
and implementation of the Scheme or any matter ancillary to the Scheme except, 1n relation
to the FSCS, any Liability relating to an obligation imposed on or accepted by the FSCS by
or 1n Part 6 of the Scheme

The Company shall hold the benefit of the obligation of each Scheme Creditor under
Clause 60 1 above on trust for the Released Parties

Each Scheme Creditor hereby authorises the Company (such authority bemng treated for all
purposes as 1f 1t were granted by deed executed by that Scheme Creditor) to execute such
deeds of release on behalf of that Scheme Creditor as are necessary to give effect to Clause
60 1 above

Nesther the Scheme Admunistrators, nor any partner, employee, agent, advisor,
representative, affiliate, director, officer, member, beneficiary, investor, servant,
shareholder, trustee, attorney, or other person acting on behalf of, or otherwise related to or
affiliated with the Scheme Admimistrators or the Company, nor any of their respective
successors, shall have any personal liahility directly or indirectly, under or in connection
with

6041 this Scheme, the Explanatory Statement and any notices convening a Scheme
Meeting,

6042 any agreement made or entered into under or pursuant to the Explanatory
Statement, the Scheme and any such notices, or

6043 any amendment or amendments to any of the foregoing made at any tume or times,
heretofore or hereafter

This exclusion of personal liability shall survive the termination of the Scheme and any
winding up or dissolution of the Company
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PART 12 — TERMINATION OF THE SCHEME

TERMINATION OF THE SCHEME

The Scheme and (without limitation) all appointments made hereunder of Scheme
Admunistrators, Scheme Actuanal Adviser and Scheme Adjudicator and their respective
powers and duties shall not be affected 1n any way nor terminate on the occurrence of a
Liquidation Event but shall continue in full force and effect unless and until the Scheme 1s
terminated 1n accordance with 1ts terms  No Scheme Creditor shall in any event imtiate or
take any steps to initiate a Liquidation Event

The Scheme shall terminate on the date that the Scheme Administrators give notice to the
Cornpany and to the FSCS that in their opinion there 1s no further Property of the Company
that can be cost-effectively collected and distributed under the Scheme

If the Scheme 1s terminated 1n accordance with this Clause 61 and the Company 1s or
becomes subject to a Liquidation Event, the Company shall remain hable 1n the hiquidation
in respect of any Protected Claims or habihities which may give rise to a Protected Claim
but no Protected Policyholder shall have any nght to any payment from the Company The
Scheme Claims of Scheme Creditors other than 1n respect of Protected Claims are subject
to the compromise contained n Clause 25 above and Scheme Creditors whose claims are
compromised under Clause 25 shall not be entitled to prove 1n a hquidation for the purpose
of seeking payment 1n respect of any Scheme Claim

As soon as practicable following the Termination Date, the Scheme Administrators shall
cause notices stating that the Scheme has terminated to be placed on the Website and in the
same newspapers and publications in which notice of the Scheme Meetings were given
together with such other newspapers and publications or by such other means as the
Scheme Administrators deem appropnate The cost of placing such notices shall be payable
out of the Property of the Company as a Scheme Cost.

The provisions of Clauses 39, 40, 43, 49.5, 60 and 62 shall survive the termination of the
Scheme and any winding up or dissolution of the Company
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PART 13 - GENERAL

INDEMNITY

Without prejudice to any statutery indemmty or indemnity arising by operation of law to
which they may be entitled and subject to the Companies Act, the Provisional Liquidators,
the Scheme Administrators, the Scheme Actuanal Adviser, the Scheme Adjudicator, the
Scheme Manager, the Creditors' Commuttee (in their capacities as such) and the FSCS shall
be entitled to an indemmity on demand out of the Property of the Company, against

6211 all acticns, claims, Proceedings and demands brought or made against any or all
of such persons in respect of any act done or omitted to be done by any or all of
them 1n good faith without negligence, wilful default, wilful breach of duty or
trust, fraud or dishonesty on any of their part in the course of the preparation,
negotration and implementation the Scheme 1n accordance with 1ts terms (except,
in relation to the FSCS, any Liability relating to an obligation imposed on or
accepted by the FSCS by or in Part 6 of the Scheme or otherwise arising out of or
in connectign with the conduct of the run-off of Protected Claims to be carried
out by the FSCS under Clause 40), and

62 1.2 all reasonable expenses and lhabilities properly incurred by any of such persons
{other than the FSCS) 1n carrying out their functions and powers in the course of
the preparation, negotiation and implementation the Scheme i accordance with
its terms.

Without prejudice to the generality of Clause 62 1, each such person as 1s expressed to be
entitled to an indemmity 1n accordance with that Clause (1n the capacity in which it 15
entitled to such an indemmty) shall be entitled to an indemnity out of the Property of the
Company

6221 agamst any habtlity incurred by 1t in defending any Proceedings, whether civil or
cniminal, in respect of any negligence, wilful default, wilful breach of duty or
trust, fraud or dishonesty on its part 1n relation to the operation of the Scheme 1n
which judgment is given 1n 1ts favour or 1n which 1t 1s acquitted, and/or

6222 nconnection with any application in any such Proceedings in which relief 1s
granted to 1t by a court from hability for neghgence, wilful default, wilful breach
of duty or trust, fraud or dishenesty on any of their part in relation to the
operation of the Scheme

For the purposes of any indemnity in the Scheme, references to the Provisional Liquidators,
Scheme Administrators, Scheme Actuarial Advisers, Scheme Adjudicator, the Scheme
Manager, the Creditors' Commuttee and the FSCS shall, where the context so permuts,
include their present and future firm or firms, fellow members, partners and employees,
and any legal entity or partnership of which they are a member, partner, officer or
employee and the partners, fellow members, shareholders, officers and employees of such
entity or partnership

MODIFICATIONS

In so far as 1s permitted by law, the Scheme Administrator will have the power at any time
after the Effective Date after consultation with the Creditors’ Commuttee and without
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65,
651

652

653

654

reference to the Scheme Creditors, 1f they consider 1t expedient to do so and 1f 1t 1s in the
best interests of each class of Scheme Creditors to which the relevant modification would
apply, to modify the provisions of the Scheme provided such modifications do not
adversely alter the effect or economuc substance of the Scheme and/or 1f the modification 1s
made to remove an obvious error in the Scheme The Scheme Admirustrator shall inform
the Scheme Creditors of any such modifications by posting details of the same on the
Website Any such modifications shall be binding on the Scheme Creditors and the
Scheme Admimstrator and the Scheme shall be modified accordingly Any modifications
that have a material effect on the FSCS may only be made with the consent of the FSCS

NO ENTITLEMENT TO CHALLENGE

To the extent permitted by law and 1n the absence of manifest error, no Scheme Creditor
shall be entitled to challenge the vahdity of any act done or omitted to be done 1n good
faith and with due care by the Scheme Adrmimstrators, the Company, the Provisional
Liquidators, the Scheme Actuarial Adviser or the Scheme Adjudicator, the Creditors'
Commuttee or the FSCS 1n accordance with and to implement the provisions of the Scheme
or the exercise 1n good faith of any power conferred upon them for the purpose of the
Scheme if exercised 1n accordance with and to implement the provisions of the Scheme
This Clause shall not apply to the activities of the FSCS 1n connection with the conduct of
the run-off of Protected Claims to be carned out by the FSCS under Clause 40

NOTICES

A notice or other communication to be given to the Scheme Administrators or the
Company

6511 must be given in wnting,

6512 may be sent by Post or may be hand delivered but shall only be deemed served
upon actual receipt by the Scheme Administrators or the Company (as the case
may be), provided that 1f such actual receipt occurs on a Saturday, Sunday or
public holiday or after 5 00 pm (London time) on any Business Day such Claim
Form or other such notice shall be deemed to have been received at 9 30 am
(London time} on the next Business Day, and

6513 must be addressed to the Provisional Liquidators or Scheme Administrators

A notice shall be expressed in the English language The Provisional Liquidators or
Scheme Admirustrators shall be deemed to have rejected a notice which 1s expressed n any
other language unless, 1n any particular case, they give written notice of their acceptance
thereof to the sender

Any notice given under the Scheme by the Company, the Provisional Liquidators or the
Scheme Administrator to any person shall be sufficiently served by posting the same by
first class or airmail post te or leaving the same at the address of such person last known to
the Company If such notice 1s posted, 1t shall be deemed to have been received by the
addressee 48 hours after the same shall have been posted

In the case of a Claim Form or other notice which 1s signed on behalf of a Scheme Creditor
which 1s a corporation or other legally constituted person or a partnershup, the Provisional
Laquidators or Scheme Administrators shall not be required to make enquiry as to the
authonty of the signatory to sign such notice on behalf of such Scheme Creditor
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EXTENSION OF TIME LIMITS

Except in relation to the Bar Date, the Scheme Adminustrators may, in their absolute
discretion, extend any time period referred to in this Scheme for any one or more or all
Scheme Creditors and for such time as they see fit

SCHEME CREDITORS MUST ASSIST THE SCHEME ADMINISTRATORS

Each Scheme Creditor shall provide to the Company and the Scheme Admimistrators all
reasonable assistance required by the Company and the Scheme Administrators in
connection with the Scheme and shall provide such assistance and information that the
Company and the Scheme Admunistrators may reasonably require in connection with the
recovery of any Property or the enforcement of any obligation owed to the Company

GOVERNING LAW

The Scheme and any non-contractual obligations arising out of or in connection with the
Scheme shall be governed by and constried in accordance with the law of England and
Wales

The Court shall have exclusive yunsdiction to hear and determmine any suit, action or
proceeding and to settle any dispute which may anse out of or in connection with the
Explanatory Statement or any provision of the Scheme For such purposes, the Scheme
Creditors wrrevocably submit to the junsdiction of the Court
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69,

PART 14 - DEFINITIONS AND INTERPRETATION

DEFINITIONS

In the Scheme, unless inconsistent with the subject or context, the following expressions
shall have the following meanings

"Admissible Interest” means any interest which 1s payable and which has accrued up to
and including the Effective Date, which would have been admissible 1n proof against the
Company 1n accordance with Rule 4 93 of the Insolvency Rules were the Company being
wound up pursuant to the Winding-up Petition and the order of the Court that the Company
be wound up had been made on the Effective Date,

"Admitted Scheme Claim" means (1} the Scheme Claims of a Scheme Creditor as are
agreed, or determined under the Scheme, and (11) 1n the case of the FSCS, 1ts claim under
Clause 36 1,

"Assignment Date' means the date immediately preceding the Termination Date,
"Available Cash" has the meaning given to that term in Clause 28,
"Bar Date" means the date calculated in accordance with Clause 15 1,

"Best Estimate" means an estimate whaich is not biased either upwards or downwards and
15 intended to represent the mean of the distribution of possible outcomes

"Business Day" means any day (excluding Saturday, Sunday or public holidays in
England) on which banks are open for general banking business in England,

"Claim Form" means the document in the form of Schedule 3 or any other written notice
which, in the reasonable opinion of the Company, contains substantially the same
information as 1s required to be submitted in the document tn the form of Scheduie 3,

"Committee Member" has the meaning given to that term 1n Clause 50.2,
"Companies Aect" means the Companies Act 2006,

"Company" means Independent Insurance Company Limited (1n provisional liquidation) (a
company established under the laws of the England and Wales with registered number
00080623),

"Costs of the Provisional Liquidation" include

(a) all Liabilities, costs, expenses and disbursements incurred or to be incurred in the
provisional liquidation of the Company at any time after 17 July 2001 which are as
a matter of law payable as expenses of the provisional liquidation and are thus
payable out of the Company's Property in prionty to payments to unsecured
creditors and preferential creditors, and

b) all fees, remuneration and nghts of indemmty of the Provisional Liquidators or
their respective financial and professional advisors;

"Court" means the High Court of Justice of England and Wales,
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"Court Order" means the order of the Court sanctioming the Scheme under section 899 of
the Companies Act;

"Creditors' Committee" means the commuttee of the Scheme Creditors formed 1n
accordance with Clause 50,

"Current Inserance Contract” means an Insurance Contract in respect of which the
penod of cover has not expired or been cancelled before the Effective Date,

"Defence Costs" means the fees and costs of any lawyer or loss adjuster or other advisor
or professicnal (but excluding any Scheme Manager’s costs) (inctuding any disbursements
and value added tax paid by the Company in connection therewith which it cannot recover)
payable 1n connection with the handling and /or defence of a claim or potential claim
commenced, brought or asserted against a policyholder of the Company or a Scheme
Creditor (less any amounts received by the Company from third parties 1n respect of or on
account of such fees and costs), which the Company has paid or which the Company is
lable to pay in either case 1n or referable to the pertod between the Petition Date and the
Effective Date, notwithstanding the fact that the relevant Insurance Contract may not give
rise to a Liability or an obligation on the Company to make such payments,

"Discount Rate"” means, in respect of a

(a) Scheme Claim payable or Offset Amount recoverable 1in US dollars, the yield as at
the Bar Date on US Treasury bonds of an appropriate term to the overall nature of
the relevant Liabulity,

(b) Scheme Claim payable or Offset Amount recoverable 1n Pounds Sterling, the yield
as at the Bar Date on UK Government bonds of an appropriate term to the overall
nature of the relevant Liability, or

(©) Scheme Claim payable or Offset Amount recoverable 1n Euros, the yield as at the
Bar Date on German Government bonds of an appropriate term to the overall
nature of the relevant Liability.

"Effective Date" means the date on which the Scheme becomes effective in accordance
with Clause 5,

"Email” means any communication sent to or received from nclscheme@capita co uk,
"Estimation Guidelines" means the estimation gmdelines contained n Schedule 1;

"Euro' and "€" mean the single currency of the member states of the European
Communities that adopt or have adopted the Euro as their lawful currency

"Excluded Employment Claims" means those parts of the Employment Tribunal awards
of Mr Craig Dudley-Evans (namely, a protective award and basic award) and Mrs Teresa
O'Callaghan (namely, a protective award) against the Company ansing out of their former
employment with the Company that (1) would qualify for payment from the National
Insurance Fund 1if the Company was to be wound up pursuant to the Winding Up Petition,
but (u) are not a Preferential Debt,

"Explanatory Statement" means the explanatory statement 1ssued in connection with the
Scheme,
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"FSCS" means the Financial Services Compensation Scheme Limited (company number
03943048),

"FSCS Assigned Claim" means an Unpaid Agreed Claim which the FSCS has obtained by
way of assignment prior to the Bar Date,

“FSCS Claims Estimate” has the meaning given 1n section 36 2;

"FSCS Claims Handling Contribution" means the payment to be made to the FSCS in
accordance with Clause 36 7

"FSCS Rules" means the rules of Financial Services Compensation Scheme made pursuant
to section 213 of FSMA as contained in the FSA Handbook and 1n force on the Effective
Date,

"FSMA" means the Financial Services and Markets Act 2000,

"IBNR Claim" means a claim against the Company, in respect of a loss which has been
ncurred but has not been reported to or discovered by the Company and general
adjustments to Notified Qutstanding Claims, to the extent that any estimate of claims
included as Notified Outstanding Claims may prove to be inadequate or excessive,

"Insolvency Act” means the Insolvency Act 1986,

"Insurance Contract” means any contract or policy of insurance or reimnsurance entered
into by or on behalf of the Company or under which the Company has assumed liabihty;

"Judgement Rate" means the rate of interest for the time being prescribed by Section 17 of
the Judgements Act 1838,

"Liability" means any obligation of a person, whether 1t 1s present, future or contingent,
whether or not its amount 1s fixed or hquidated, whether or not 1t 15 disputed, whether or
not 1t involves the payment of money, whether 1t 1s secured or unsecured and whether 1t
arises at common law, 1n equity or by statute in England and Wales or in any other
Jurisdiction or 1n any other manner whatsoever, but, without prejudice to the generality of
the foregoing, excluding any hability which 1s barred by statute or is otherwise
unenforceable;

"Liquidation Event" means either an order of the Court to compulsonly wind up the
Company or the commencement of a creditors' voluntary liquidation (both under English
Law),

"Lloyd's" means the society of that name incorporated by the Lloyd's Act 1871 of England
and Wales,

"Lloyd's Syndicates" means a group of underwrtting members of Lloyd's to which a
number 1s assigned by the Council of Lloyd's,

"Net Statement” means the statement referred to 1n Clause 22 6,

"Non-Insurance Claims" means a Scheme Claim against the Company other than an
Unpaid Agreed Claim, an IBNR Claim or a Notified Outstanding Claim or a claim of the
FSCS under an assignment of a Protected Claim which has been paid by the FSCS under
the Scheme after the Effective Date and before the Bar Date,
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"Non-Protected Claim" means a Scheme Claim (other than a Scheme Claim of the FSCS)
that 1s not a Protected Claim or a Protected Contingent Claim,

"Notice of Effective Date" means the notice sent by the Company in accordance with
Clause 14 1,

"Notified Outstanding Claim" means a clatm against the Company (which 1s not yet
agreed or established) in respect of a loss or liability which has been reported to or
discovered by the Scheme Creditor (which may include a claim for an indemnity under and
1n accordance with the relevant Insurance Contract for defence costs incurred by the
Scheme Creditor after the Effective Date) but excluding any Unpaid Agreed Claim,

"Official Receiver" means any official receiver appointed by the Court and who remains 1n
office,

"Offset Amounts" means any Liabihity of a Scheme Creditor to the Company which 1s due
or may fall due in the future (and includes, without hmitation, any amounts owed to the
Company under a contract or policy of remnsurance),

"Petition Date" means 17 June 2001,

“Policyholders Protection Act" means the Policyholders Protection Act 1975 of the
United Kingdom as having effect in relation to the Company on the Petition Date 1n
accordance with the Transitional Order.

"Policyholders Protection Board" means the Policyholders Protection Board established
by the Policyholders Protection Act and any statutory successor to 1t,

"Pounds Sterling"” or "£" means pounds sterling or other lawful currency for the time
being of the United Kingdom,

"Post" means first class post or air mail or fax or a generally recognised commercial
courier service,

"Preferential Debts” means those Liabilities of the Company which would be preferential
within the meaning of section 386 of the Insolvency Act if the Company was being wound
up and the relevant date under section 387 of the Insolvency Act was the Petition Date,

"Priority Liability' means any Liability of the Company 1f and to the extent that it 1s a
Scheme Cost, a Preferential Debt or a Cost of the Provisional Liguidation,

"Proceeding” means any step or proceeding, whether by way of demand, arrest, lien, legal
proceedings, executions of judgment, arbitration proceedings or otherwise howsoever
described 1n any junsdiction,

"Property" means all forms of property including money, goods, things in action, land and
every description of property wherever situated together with obligations and every
description of interest, whether present or future or vested or contingent, arising out of, or
incidental to, property,

"Protected Claim" means:

(1)  apresent hability under a protected contract of insurance as that term 1s defined in
Rule 5.4 5 of the FSCS Rules and which otherwise satsfies all other relevant
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requirements of the FSCS Rules, or

() a present hability under a policy 1ssued by the Company which hiability has been
established by agreement of or on behalf of the Company or judgment of the Court in
respect of which and to the extent to which the FSCS would owe a duty under
Sections 6 to 8 of the Policyholders Protection Act 1f the Company were a 'company
in hiquidation' and the Petition Date was the 'beginning of the hquidation' (in each
case within the meamng of the Policyholders Protection Act), and references in those
sections to the amount of any hability was a reference to the amount of the Liability
(reduced as aforesaid) concerned {and for the avordance of doubt but without
limitation, when such duty would be owed under that Act 1n respect of a liability
towards a "private policyholder" or under the terms of a "Umited Kingdom Policy” as
those expressions are respectively defined in that Act, or a liability of some other
description such as a "lLiability subject to compulsory insurance” within the meaning
of Section 6 (3) of that Act and where only a Scheme Claim which is also such a
hiability shall be capable of qualifying as a Protected Claim under part (1i) of this
definition);

"Protected Contingent Claim" means a contingent or prospective liability under a policy
1ssued by or on behalf of the Company which, on matuning into a present liability, would
be a Protected Claim,

"Protected Percentage" means 1n relation to a Protected Claim, that percentage of such
Protected Claim which the FSCS would be required to pay under Sections 6 to 8 of the
Policyholders Protection Act or under the FSCS Rules (as applicable),

"Protected Policyholder" means 1n relation to a Protected Claim or a Protected Contingent
Claim, any Scheme Creditor (other than the FSCS) to whom the Company owes that
Protected Claim or Protected Contingent Claim,

"Provisional Liquidation" means the provisional liquidation of the company which
commenced pursuant to an order of the Court made on the Petition Date (case no 3827 of
2001),

"Provisional Liquidators” means Mark Batten and Dan Schwarzmann of
PricewaterhouseCoopers LLP and any hqudator provisionally appointed to the Company
from time to time pursuant to the Insolvency Act and who remains 1n office,

"Released Parties” has the meaning given in Clause 60 1,

"Removal Event" means (as relevant)

(a) death,

{b) becoming bankrupt or subject to a voluntary arrangement with 1ts creditors,

©) becoming mentally disordered under the law of any junisdiction to which the
relevant person 1s subject,

(d) being convicted of an indictable offence (other than offences in relation to road
traffic),

(e) (in relation to the Scheme Actuanal Adviser or the Scheme Adjudicator) the
resignation of 1ts office by 60 (sixty) days' notice in wniting sent by Post to the
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Scheme Administrators,

H becoming disqualified from acting as a director under the law of any jurisdiction to
which he s subject including, without prejudice to the generality of the foregoing,
the Company Directors Disqualification Act 1986; or

(g) (1n relation to the Scheme Actuanial Adviser or the Scheme Adjudicator) subject to
the prior approval of the Creditors' Commuttee, being removed for good cause by
the Scheme Administrators

"Scheme" means thus scheme of arrangement 1n 1ts present form or with or subject to any
modification, addition or conditton which the Court may think fit to approve or impose or
as otherwise modified 1n accordance with Clause 62

"Scheme Actuarial Adviser" means PricewaterhouseCoopers LLP or such other person
for the time being appointed as Scheme Actuarial Adviser under the Scheme,

"Scheme Adjudicator” means the person referred to in Clause 42 and any person
appointed in substitution for hum pursuant to the Scheme,

"Scheme Administrator” means each Scheme Admimstrator appointed pursuant to
Clause 44 from time to time;

"Scheme Claim" means a claim 1n respect of any Liability of the Company to which the
Company was or may have been subject to at the Petition Date or to which the Company
became subject after the Petition Date by reason of an obligation incurred before the
Petiion Drate arising out of any act, omission, Insurance Contract, contract, policy,
transaction or arrangement, but excluding any Prionty Liabilities and Excluded
Employment Claims,

"Scheme Costs" means all Liabilities, costs, charges, expenses and disbursements incutred
by the Company 1n connection with the negotiation, preparation, operation and
implementation of the Scheme including but not lumited to any unrecoverable fees and
expenses incurred by the Company 1n the defence of claims 1n the period from the
Effective Date to the Bar Date, the fees and expenses, including legal fees, of the
Provisional Liquidators and the Scheme Admimistrators, all legal, financial and actuarial
costs and any tax incurred by the Company after the Petition Date which would have been
payable as an expense of the winding-up 1f a winding-up order had been made against the
Company on the Effective Date, and all fees costs and expenses estimated by the
Provisional Liquidaters to be required 1n order to wind up the Company after the
termination of the Scheme.

"Scheme Creditor” any person who has a Scheme Claim including (where the context
permuts) that person's successors in title, assignees and transferees,

"Scheme Exchange Rate" means the mid-market rate of exchange for the relevant
currency quoted 1n the Financial Times on the Bar Date;

"Scheme Manager" means Capita Insurance Services Limited or such other person
appointed by the Company to receive and process Scheme Claims and Claim Forms and
deal with the day-to-day adrmnistration of the continued run-off of the Company

"Scheme Meetings" means the meetings of Scheme Creditors convened by the Company
to consider and, 1f thought fit, approve the Scheme,
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"Security" means:

(a) any mortgage, encumbrance, charge, lien, assignment by way of secunty, bond or
other Security over any of the Company's Property,

(b) any letter of credit or guarantee 1ssued to or for the benefit of a Scheme Creditor in
respect of any one or more or all of its Scheme Claims, and/or

(<) any trust created (whether expressly, by imphcation or by operation of law) in
respect of the Company,

"Set Off" means the set-off as described in Clause 8,

"Supporting Information" means all information and documentation required to be
submutted with a Claim Form by a Scheme Creditor to the Scheme Adminustrators 1n
accordance with the guidance notes accompanying such Claim Form or Schedule 2 of this
Scheme

"Tax" means any tax, levy, impost, duty or other charge or withholding of a similar nature,

"Termination Date” means the date of the notice given by the Scheme Administrators
terminating the Scheme under Clause 61.2,

"Transittonal Order" means The Financial Services and Markets Act 2000 (Transitional
Provisions, Repeals and Savings) (Financial Services Compensation Scheme) Order 2001
(ST 2001 No 2967),

"Unpaid Agreed Claim" means a Scheme Claim in respect of which a court of competent

Junisdiction has ruled before the Effective Date that the Company has a Liability which 1s

due and payable, a Scheme Claim which has been agreed by or on behalf of the Company

before the Effective Date or as being due and payable by the Company (including for the

avoldance of doubt, entitlements to payment of return of prermum for which the Company

accepts 1t has a Liability whether that acceptance of Liability has been communicated to the

Scheme Creditor or not), to the extent such a claim has not been paid by the Company

before the Effective Date, and (where applicable) the amount of any Defence Costs

referable to or allocated by the relevant Scheme Creditor: \

"Unreconciled Proceeds" has the meaning given in Clause 7 6 ‘

“United States Dollars” or “US$” means the lawful currency of the Uruted States of
America

"Valuation Date" means 31 December 2014 or such other date notified by the Scheme
Admunistrators to the Scheme Creditors as the date for the valuation of IBNR Claims and
Notified Outstanding Claims 1n accordance with the Scheme

"Voting Form" means a form submitted by a Scheme Creditor for the purpose of voting at
a Scheme Meeting

"Website" means the website at www independent-insurance co uk; and

"Winding-up Petition" means the petition to wind up the Company on 17 July 2001
numbered 3971 of 2001 1ssued at the Court
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70. INTERPRETATION

70.1  Part and Clause headings and the table of contents are for ease of reference only and shall
not affect the interpretation of the Scheme

702  Inthe Scheme, unless the context otherwise requires

70 2.1

7022

7023

7024

7025

10/45358910_6

references to Parts and Clauses are to be construed as a reference to the parts and
clauses of the terms of the Scheme and references to Annexes are to be construed
as references to the annexes to the Scheme,

references to (or to any provision of) the Scheme shall be construed as a reference
to the Scheme or that provision as mn force for the time being and as amended 1n
accordance with its terms,

words importing the plural shall include the singular and vice versa and the
masculine, feminine or neuter gender shall each include the other genders,

references to a person shall be construed as including references to an individual,
firm, company, corporation, unincorporated body of persons or any state or any
agency thereof, and

references to any enactment or statutory mstrument shall be to such enactment or
statutory mstrument as amended from time to time
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1.

SCHEDULE 1

Estimation Guidelines

INTRODUCTION

The Estimation Gudelines describe the approach which Scheme Creditors must follow
when valuing and submitting Notified Quistanding Claims and/or IBNR Claims The
Company will review and assess submitted Scheme Claims agamnst the requirements of the
Estimation Guidelines when seeking to agree the estimated value of those claims and the
extstence and value of any Set Off

The Estimation Guidelines set out estimation techmiques generally accepted within the
insurance market for the estimation of Notified Outstanding Claims and IBNR Claims
Scheme Creditors are not, however, prevented from using other actuanal projection
techniques where they can show those techniques to be appropnate and robust and to use
assumptions that can reasonably be justified by the Scheme Creditor

If the Company considers that such projection techniques not referred to in the Estimation
Guidelines can be supported and justified, those techmques wtll be used in valuing the
relevant Scheme Claims of the Scheme Creditor concerned

In all cases Scheme Creditors should value Scheme Claims as a Best Estimate In valuing
Scheme Claims, a Scheme Creditor should initially estimate 1ts Notified Outstanding
Claims and IBNR Claims as at the Valuation Date and then adjust those estimates to allow
for

. any such claims which have become Unpaid Agreed Claims after the Valuation
Date, and
. any losses which have been notified to or discovered by the Scheme Creditor

after the Valuation Date, and
. any new information recerved by the Scheme Creditor after the Valuation Date.

The values of the Scheme Creditor's Notified Qutstanding Claims and IBNR Claims after
any such adjustment as provided for above should be the final values specified on that
Scheme Creditor's Claim Form 1n respect of Notified Outstanding Claims and IBNR
Claims

The Company will not be bound by, or prepared to follow, any settlement made between
the Scheme Creditor and another 1insurer or reinsurer if 1t beheves that settlement to be
unreasonable

The Supporting Information that Scheme Creditors should provide 1n support of their
estimates of Scherne Claims 15 set out 1n Schedule 2 of the Scheme

The scope and application of the Estimation Guidelines and the required evidence to
support a claim differ according to the type of Insurance Contract and the type of claim
being made

Scheme Creditors whose Insurance Contract with the Company 1s Direct Insurance should
read and follow Sections 2, 3 and 4 of these Estimation Guidelines
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Scheme Creditors whose Insurance Contract with the Company is Facultative Reinsurance
of Direct Insurance should read and follow Sections 2, 3 and 4 of these Estimation
Guidelines

Scheme Creditors whose Insurance Contract with the Company 1s -

. Treaty Reinsurance,
. Treaty Retrocession, or
. Facultative Retrocession,

should read and follow Sections 2, 5 and 6 of these Estimation Guidelines

For each loss type the esttmation approach varnes according to whether the claim 1s related
to disease losses (“Disease™ losses) or not related to disease losses (“Non Disease” losses)

In some instances, the Estimation Guidelines make reference to certain traditionally used
actuanal methodolegies For further information on the use of these methodologies and the
circumstances 1 which they can be used, reference can be made to

http //www actuaries org uk/research-and-resources/pages/claims-reserving-manual, which
sets out the purposes, common definitions, basic principles and explores common
techntques 1n relation to loss reserving methodologies

If, at any stage of the process, a Scheme Creditor has any quenes relating to the application
or potential application of the Estimation Guidelines to 1ts claim, 1t should telephone the
helpline on +44 (0)161 274 8837 for further gmidance In particular, if a Scheme Creditor
has a claim, or may 1n the future have a claim, where settlement may be based on a
Periodic Payment Order ("PPO") or a Current Insurance Contract, then 1t should telephone
the helphne for further guidance Scheme Creditors may also wish to consult appropriate
professional advisers in relation to theirr Scheme Claim against the Company

DEFINITIONS

"Best Estimate" means an estimate that 1s not biased either upwards or downwards and 1s
intended to represent the mean of the distnbutton of possible outcomes,

"Direct Insurance" means the cover provided by an mnsurer to a policyholder who 1s not
an insurance company, as opposed to Remsurance cover which provides cover for
insurance nisks written by a policyholder which is itself an insurance company,

"Facultative Reinsurance” means a type of reinsurance under which an insurer obtains
remnsurance for each nsk 1t has insured individually where a) there is no obligation on the
insurer to obtain reinsurance for any particular nisk 1t has itself insured , b} it 15 the nsurer's
choice as to what proportion of 1ts risk 1t will cede to the reinsurer and how much 1t will
retain for 1tself on each nisk and ¢) the remnsurer is under no obligation to reinsure any
particular sk i ¢ 1t can decline to rensure any risk and or agree with the insurer to accept
a defined share of any nsk,

""Facultative Retrocession' means a type of reinsurance under which a remnsurer (the

retrocedant) obtains remnsurances for each nsk 1t has reinsured individually where a) there
1s no obligation on the retrocedant to obtain reinsurance for any particular nisk 1t has itself
reinsured, b) 1t 1s the retrocedant's choice as to what proportion of its risk 1t will retrocede
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and how much 1t will retain for itself on each risk and c) the reinsurer providing such
retrocession (the retrocessionaire) is under no obligation to reinsurer any particular risk 1 e
1t can decline to reinsure any risk or agree with the reinsured to accept a defined share of
any nisk,

"Reinsurance' means Facultative Remsurance, Treaty Reinsurance and Retrocession,
save that references in Sections § and 6 below to "Reimnsurance” shall not include
Facultahve Reinsurance of Direct Insurance,

"Retrocession' means Treaty Retrocession and Facultative Retrocession,

"Treaty Remsurance’ means a method of reinsurance which 1s automatic and 1s an
arrangement between one insurer (the ceding insurer) and one or a number of other insurers
(the reinsurers) who agree to accept, automatically, any reinsurances falling within the
terms of the treaty, where a) the treaty sets out the various terms and conditions that are to
govern the acceptance of cessions by the reinsurer and b) the treaty 1s legally binding on
both parties and both parties undertake obligations to each other that go beyond the mere
ceding of mdividual risks or policies under the treaty,

"Treaty Retroecession™ means a method of reinsurance which is automatic and 1s an
arrangement between one reinsurer (the retrocedant} and one or a number of other
remsurers (the retrocessionaires) who agree to accept, automatically, any retrocessions
(cessions) falling within the terms of the treaty, where a) the treaty sets out the various
terms and conditions that are to govern the acceptance of cessions by the retrocessionaire
and b) the treaty 1s legally binding on both parties and both parties undertake obligations to
each other that go beyond the mere ceding of indtvidual nsks or policies under the treaty

NON DISEASE CLAIMS ARISING UNDER DIRECT INSURANCE OR THE
FACULTATIVE REINSURANCE OF DIRECT INSURANCE

Thas section describes the Estimation Guidelines that should be followed by Scheme
Creditors with Non Disease claims ansing under an Insurance Contact that 1s Direct
Insurance or 1s Facultative Reinsurance of Direct Insurance

Methodology

When preparing an estimate of Scheme Claims, for each class of business, type of loss and
underwriting year over the period that the Company has provided insurance coverage, a
"frequency and seventy" method should be used by Scheme Creditors

This method requires a Scheme Creditor to estimate the ultimate number of claims {past
plus future) to be received by i1t 1n relation to Non Disease losses and then to estimate its
likely liability (including costs) on each open claim and each potential future ¢laim which
may be recerved so that the Scheme Creditor's liability can be applied to all relevant
insurance policies held by the Scheme Creditor (including policies 1ssued by the Company)
on the relevant underwriting year in order to denive the Company's share of the liabihty
(including costs)

For each class of business, type of loss and underwnting year over the period that the
Company has provided insurance coverage, the process may mvolve the following steps

. estimate the ulimate number of claims (past plus future) that will be made
against the Scheme Creditor on each underwriting year by considering the
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historical development of claims filed for the particular class of business and type
of loss (both for that underwnting year and for other underwnting years),

. estimate the indemmity costs for each open and future claim on each underwniting
year, allowing for future inflation, by considering the known informatien on open
claims and the histonical development of indemnity costs by notification year for
the particular class of business and type of loss (both for that underwnting year
and for other underwriting years),

. select expense costs (normally defence costs) for each open and future claim on
each underwriting year, allowing for future inflation, by considering the known
information on open claims and the historical development 1n expense costs by
notification year for the particular class of business and type of loss (both for that
underwriting year and for other underwriting years),

. apply the indemnity and expense costs selected at an individual claim level for
both open and future claims for a particular underwniting year to the policy
profile that 1s relevant to that year, and thus to each underlying claim, in order to
denive the Company's share of those costs This process should give due
recognition to any relevant policy terms such as whether expenses are paid within
or 1n addition to limuts, both for the Company's policies and for any lower level
policies

Alternative approaches where historical information/past claims experience may not
be available

If a Scheme Creditor has evidence that 1t 1s exposed or may be exposed to hability from a
source from which 1t has no current claims experience, 1t may under certain circumstances
be appropriate to use information which is not based on past claims history to support such
aclaim A suitable methodology 1s likely to involve elements from epidemiological and
demographic studies, industry comparisons and trend lines  Other methods, provided that
the rationale and basis for the assumptions are clearly explained, might also be suitable

The approach taken will need to draw on information available to the Scheme Creditor A
Scheme Creditor taking this approach should consider what information and supporting
evidence 1t can gather and thus what approach should be developed which maximses its
ability to provide supporting information and justification for the assumptions used

Once potential claims against the Scheme Creditor have been established or can be shown
to be a possibility, consideration then needs to be given to the likelihood of ¢laims actually
emerging to the extent indicated by the Scheme Creditor's methodology. The final claim
will need to be adjusted to take thes factor into account, all of which will need to be
explained and documented 1n full

DISEASE CLAIMS ARISING UNDER DIRECT INSURANCE OR THE
FACULTATIVE REINSURANCE OF DIRECT INSURANCE

Thus section describes the approach which should be used by Scheme Creditors with
Disease claims ansing under an Insurance Contract that 1s Direct Insurance or 1s
Facultative Reinsurance of Direct Insurance.

If a Scheme Creditor has Facultative Reinsurance of Direct Insurance contracts, the points
raised in the remainder of this section will need to be considered in relation to the claim
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being made by the underlying insured to the Scheme Creditor Consideration will then
need to be given to the resulting claim from the Scheme Creditor to the Company

The approach to be taken under the Scheme to estimating Disease claims is to apply a
frequency and severity methodology as is explained in Section 4 1 (Frequency and severity
methodology) below. Where that approach 15 not possible due to a lack of data, a
"benchmarking” approach detailed in Section 4 2 (Benchmarking) should be used

Frequency and severity methodology

A "frequency and severity" method involves estimating the ultimate number of claims (past
plus future) to be received by a Scheme Creditor and estimating the habilities (damages
and costs) that apply to each open claim and to each potential future claim so that those
habilities can be applied to all policies held by the Scheme Creditor (including policies
1ssued by the Company) The Company's share of the estimated liabilities can then be
established

The following steps should be applied for each class of business and type of disease under
constderation

. estimate the ultimate number of ¢laims (past plus future) that will be made
against the Scheme Creditor, }

. calculate indemmity costs for each open and future claim, allowing for future
inflation, i
. calculate expense costs (normally defence costs) for each open and future claim,

allowing for future inflation,

. identify the coverage period over which these costs are to be allocated by
reference to the appropnate trigger,

. allocate the indemnity and expense costs calculated as at an individual claim level
for both open and future claims across the coverage period relevant to the Scheme
Creditor, and

. apply the results of the above allocation to the policy profile of the Scheme
Creditor 1n order to denve the Company's share of those indemnity and expense
claims

This process should give due recogmtion to

. any relevant policy terms such as whether expenses are paid within or 1n addition
to limuts, both for the Company's policies and for any lower level policies, and

. the prevailing law 1n the jurisdiction that applies to the Scheme Creditor's
insurance coverage, including the allocation methodology and the defimtion of an
occurrence

The above approach assumes that each claim for a particular loss type 1s treated as a
separate occurrence If the prevailing law that applies to the Scheme Creditor's insurance
coverage treats all clarms for a particular loss type as a single occurrence, then the above
approach should be adjusted such that total open and future claims costs are aggregated
with historical costs before they are allocated across the relevant coverage period
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Claim numbers and claim costs

The estimates of claim numbers and indemnity and expense costs should take account of
the histonical development of claims and costs together with any independent studies of the
incidence of the loss type 1n the relevant jurisdiction and the Scheme Creditor's knowledge
of its underlying exposure to the loss type

Estimates of claim numbers and claim costs for UK asbestos exposures should take account
of studies undertaken by the UK Institute of Actuaries UK Asbestos working party in 2009,
2011 and 2013 which can be found at the following web links

http //www actuartes org uk/sites/all/files/documents/pdf/bl2asbestoswp pdf

http /fwww actuanes org uk/sites/all/files/documents/pdf/f1Q-giro-2011-awp-f10 pdf
http //www actuaries org uk/sites/all/files/documents/pdfic5-presentation pdf

Where possible, the estimates of indemnity and expense costs per claim should allow for
factors such as the industry of employment, the average age of the claimants, their average
work force peniod of employment and inflation

Scheme Creditors must notify the Company whether expenses are included in the limits or
i addition to the limits for each policy

Trigger of coverage

The most common approach adopted to determine the period over which losses should be
allocated 1s the continuous trigger, whereby all policies available over the period from the
date of first exposure up to the date when the disease became climically evident are
triggered

The selection of the coverage period should also take the following into consideration
. the treatment of any penods of self insurance,

. for asbestos losses, the period during which the Scheme Creditor used asbestos-
containing products,

. exclusion clauses within the Scheme Creditor's insurance policies,

. settlements and other relevant agreements between the Scheme Creditor and 1ts
INSurers,

. legal judgements 1n any coverage disputes between the Scheme Creditor and its
insurers, and

. the latest approaches adopted by the courts in the relevant junsdiction

Allocation of costs to the coverage penod

In most circumstances, the pro-rata allocation basis will be appropriate  Under this basts,
claimns are spread evenly over the entire period covered by the triggered policies The
Scheme Creditor 15 normally required to share in the allocation by bearing the loss
allocated to penods of self insurance or non-insurance
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The Company will consider other methods of allocating costs to the coverage period
provided that they are fully supported and use assumptions that can reasonably be justified
by the Scheme Creditor

Benchmarking

It may be that 1t 1s not possible in all cases for the Scheme Creditor to estimate the claims 1t
will recerve and then set those against its vanious policies providing potential coverage for
those losses because of a lack of historical data In such cases, a benchmarking approach 1s
likely to be the most appropnate method of estimating a Scheme Claim

Benchmarks should be applied to paid, outstanding and incurred recoveries between the
Scheme Creditor and the Company Benchmarks could be based on an analysis of the
Scheme Creditor's exposures and could include

. ratros of IBNR Claims to Notified Outstanding Claims,
. ratios of ultimate claims to incurred claims, and
. raties of ulimate claims to pard claims

In using benchmarks, allowance should be made for the effect of large single claims
movements or any other features of the expenience that could distort these benchmark
approaches.

Consideration should be given to the subdivisions of the Scheme Creditor's account which
are used 1n the benchmarking process A balance needs to be struck between subdividing
to make the benchmarking process more appropriate to each subdivision of data and not
subdividing so much that the resulting data being used in the benchmarking process lacks
statistical credibility

The types of subdivision will depend on the data available and may consist of any or all of
the following

. class of business,
. type of loss (e g hability or property damage), and
. age of business

Where possible, the results from this approach should be additionally supported using data
on the historical development of claim costs

Alternative approaches where historical information may not be available

If a Scheme Creditor has evidence that it 1s exposed to habihity from a source from which it
has as yet no claims experience, it may under certain circumstances be appropnate to use
information which 1s not based on past claims history to support its claim A suijtable
methodoelogy 1s likely to involve elements from epidemiological and demographic studies,
industry comparisons and trend lines Other methods, provided that the rationale and basis
for the assumptions are clearly explamned, might also be suitable

The approach taken will need to use information available to the Scheme Creditor. The
Scheme Creditor should consider what information and supporting evidence it can gather
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and thus what approach should be developed which maximises 1ts ability to provide
supportimng information and justification for the assumptions used

Once the ground-up loss for the Scheme Creditor has been established, the hiabilities can be
applied to the Company's policies in the normal manner Consideration then needs to be
given to the hkelihood of the claims actually emerging to the extent indicated by the
selected methodology The final result needs to be adjusted for thus probability which
should be documented 1n full

NON DISEASE CLAIMS ARISING UNDER TREATY REINSURANCE OR ANY
FORM OF RETROCESSION

This section describes the Estimation Guidelines that should be followed by Scheme
Creditors with Non Disease claims arising under an Insurance Contract that 1s Treaty
Remnsurance or 1s Treaty Retrocession or 1s Facultative Retrocession

Overview

If possible, the Scheme Creditor shouid imtially estimate its ulumate claims cost from tts
wnwards claims This ultimate claims cost should then be applied to the Scheme Creditor's
outwards reinsurance programme to calculate the Company's share of that liability

To estimate the ultimate claims cost from its inwards claims, catastrophes or other single
large distorting losses should first be extracted from the inwards data and analysed
separately. Scheme Creditors should refer to Section 5 2 (Catastrophes or other single
large distorting losses) for further detail

Then the ultimate claims cost 1n respect of the residual losses should be estimated for each
class of business and year of account  Scheme Creditors should refer to Sections 5 3
(Residual losses on Direct Insurance, proportional or working layer excess of loss
Reinsurance Contracts) and 5 4 (Residual losses on medium to high level excess of loss
Reinsurance contracts) for further detail

Once gross ultimate claims have been estimated 1n accordance with the contents of
Sections 5 2 to 5 4, the gross IBNR needs to be allocated 1n a manner that 1s suitable for the
Scheme Creditor's outwards reinsurance programme to derive the Company's share of the
costs. Scheme Creditors should refer to Section 5 5 (Application to remsurance
prograrmnme) for further detail

Where the Scheme Creditor's data or information are not sufficient to perform the
techniques set out 1n Sections 5 2 to 5 5, they should refer to Sections 5 6 (Projections
using outwards reinsurance data) and 5 7 (Benchmarking)

Catastrophes or other single large distorting losses

Scheme Creditor's inwards catastrophes and any other single large distorting losses should
be analysed individually. Note that these analyses should 1deally be camed out on data that
ensures that the results are appropnate to the Scheme Creditor’s outwards reinsurance
programme If 1t becomes necessary to aggregate data across different business classes, 1t
may be necessary to allocate resulting IBNR to the business classes that are suitable for the
Scheme Creditor's outwards reinsurance programme For further guidance in this area,
refer to Section 5.5
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The ultimate claims costs for catastrophes and other distorting losses should be estimated
using some or all of projection approaches as described below

Curve fitting histortcal paid or incurred claims development via use of an
appropriate mathematical function, such as the Craighead curve, or, if such a
curve cannot be closely enough fitted, a fit by eye can be used,

Decay methods — for each loss, estimate a factor that represents a typical decline
in incremental paid or incurred amounts over an appropriate period The selected
factor should then be applied to the latest paid or incurred increment over an
appropriate period to project the applicable amounts of future paid or incurred
claims The projected future amounts can then be added to the cumulative paid or
incurred posttion to determine the gross ultimate claims cost for the loss in
question,

Exposure-based analysis — estimate gross ultimate claims for the loss with
reference to the Scheme Creditor's individual inwards exposures The Scheme
Creditor should determine which of 1ts inwards policies are potentially exposed to
the loss 1n question and estimate, on a policy-by-policy basis, the amount of
coverage used, and

Benchmarking — the Scheme Creditor may also adopt benchmarking techruques
to produce a gross estimates of the ultimate cost of the loss in question Further
information 1s available 1in Section 5 7 In applying the approaches set out 1n
Section 5 7, the policyholder will need to bear 1n mind that the benchmarks
should be applied to gross data, rather than the reinsurance data that 1s the basis
for that section

53 Restdual losses on Direct Insurance, proportional or working layer excess of loss
Reinsurance contracts

The ultimate claims cost in respect of the residual losses should be estimated for each class
of business and underwnting vear using one of the following approaches

chain-ladder method, in which the past development of individual years of
account 1s used to estimate future development for less mature years of account,
or

empirical methodologies on individual years of account e g. curve-fitting or
survival ratio techniques Curve-fitting techniques are as described 1n Section 5 2
In the survival ratio technique, a typical paid or mcurred increment 1s selected
before a multiplier is applied in order to estimate the future claims cost

The Scheme Creditor needs to ensure that any paid data that 1s used 1n these estimates 1s
free of the distorting effects of structured settlements ansing in the past

Scheme Creditors should estimate their gross inwards ultimate claims for each class of
business and underwriting year

54 Residual losses on medium to high level excess of loss Reinsurance contracts

The ultimate claims cost 1n respect of the residual losses impacting medum to high level
excess of loss contracts (where losses are expected less frequently than would be the case
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with working layers) should be estimated for each class of business, underwniting year and
layer using, for example, an "average cost per claim" method as follows

. estinate the ulimate number of claims (past plus future) that will be received by
the Scheme Creditor;

. select average indemnity and expense costs per claim allowing for future
mflation, and

. multiply the ultimate number of claims by the selected average indemmnity cost

per claim to denive an estimate of the ultimate indemmty cost, and by the selected
average expense cost per claim to derive an estimate of the ultimate expense cost.

Application to reinsurance programme

The estimated ultimate claims costs deriving from inwards claims, as estimated 1n Sections
52,53 and 5 4 should then be applied to the Scheme Creditor's outwards reinsurance
programme to denve the Company's share of the costs

The results of the estimations described 1n sections 5 2, 5 3 and 5 4 should ideally already
be in a format and at a level (e g individual loss level) that 1s suitable for direct application
to the Scheme Creditor's outwards reinsurance programme If aggregation of data 1s
required 1n order to estimate inwards claims, then 1t will be necessary to allocate the
resulting IBNR amounts back to the level that 1s suitable for the Scheme Creditor's
outwards reinsurance programme (e g for each open and future loss)

Once this allocation has been carned out, the resulting estimates of gross claims costs can
be applied to the Scheme Creditor's outwards reinsurance programme to derive estimates of
the recovenes due from the Company This application will need to take account of
relevant features of the reinsurance coverage, such as the limit and excess points for excess
of loss contracts and the proportion ceded for proportional contracts.

In certain circumstances, the Scheme Creditor may be able to apply alternative approaches
designed to estimate its reinsurance recoveries at an overall level from all of 1ts reinsurers
This analysis may not however permit an explicit identification of the Company's share of
the Scheme Creditor's total reinsurance recoveries In these circumstances, 1t may be
possible to adjust the ratios denved from the Scheme Creditor's total reinsurance recoveries
to make them applicable to the remnsurance coverage specific to the Company Suitable
ratios for use 1n these circumstances include ratios of IBNR Claims to Notified Qutstanding
Claims or the ratios of ultimate claims to paid or incurred claims Necessary adjustments
will depend on how the Company's coverage compares with the Scheme Creditor's total
outwards reinsurance programme with respect to the nature, extent and level of the
reinsurance coverage specific to the Company

If the Scheme Creditor has made use of an approach that employs stochastic modelling
techniques, the model may need to be tailored so that 1t 1s appropnate to the Scheme
Creditor's submission. Following any tailonng necessary to make the model appropnate 1n
estimating the Scheme Creditor's recoveries from the Company, 1t will be necessary to
determine the mean of the distribution of recoveries emerging from the model (in order to
be consistent with the requirement for a Best Estimate figure in the Scheme Creditor's
claims submission)
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5.7

Projections using outwards reinsurance data

Where the Scheme Creditor 1s unable to carry out the techniques outlined 1n Sections 5.2 to
5 5 on part or all of the accounts remnsured by the Company, the Scheme Creditor may be
able to apply any of the projection techmques 1n Sections 5 2 to 5 4 directly to 1ts outwards
ceded experience (with no requirement to follow the process described in Section 5 5 since
this approach will estimate the Scheme Creditor's reinsurance recoveries directly)

The experience that forms the basis for projection within thus Section will be in respect of
the cessions under the cover that 1s the subject of the submission This would need to be
submutted together with reasons why 1t has not been possible for the Scheme Creditor to
follow techniques applied to gross data (as outlined in Sections 5 2 to 5 4 and then set the
results emerging from this process against the relevant reinsurance programmes (as
outlined in Section 5 5) The Scheme Creditor should also support the submission with
benchmarks for which detail 1s grven 1n the next section

Additional consideration will need to be given to features of the outwards reinsurance
coverage that may lessen the reliability of results denved using these methods, such as
policy lirmits applying to excess of loss covers

Benchmarking

Where the Scheme Creditor's data or information are not sufficient to perform the
techmques set out 1n Sections 52 to 5 5 or 5.6, the Scheme Creditor should make use of
benchmarking approaches This would also be expected as support for a submission based
on outwards ceded experience, as set out n Section 5 6 If benchmarking techniques are
the sole methodology used by the Scheme Creditor, justification will need to be submitted
as to why the approaches outlined in Section 5 2 to 5 5 or 5 6 could not be used

Benchmarks should be applied to paid, outstanding and incurred recovenes between the
Scheme Creditor and the Company Benchmarks that ¢ould be used include ratios of IBNR
Claims to Notfied Outstanding Claims or ratios of ultimate claims to paid or incurred
claims based on an analysis of the Scheme Creditor's exposures  Allowance should be
made for the effect of large single movements, such as large losses or major commutations,
and for any other features of the experience that could distort these benchmark approaches.

Consideration should be given to the subdivisions of the Scheme Creditor's data which are
used n the benchmarking process A balance needs to be struck between subdividing to
make the benchmarking process more appropnate to each subdivision of data and not
subdividing so much that the resulting data being used in the benchmarking process lacks
statistical credibility

The types of subdivision will depend on the data available and may consist of any or all of
the following

. class of business,
. type of loss (e.g liability or property damage), and
. type of business (e g proportional or non-proportional)

Where possible, the results from this approach should be supported using development data
for ceded paid and incurred claims
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DISEASE CLAIMS ARISING UNDER TREATY REINSURANCE OR ANY FORM
OF RETROCESSION

This section descnibes the Estimation Guidelines that should be followed by Scheme
Creditors with Disease claims arising under an Insurance Contract that 1s Treaty
Remnsurance or 1s Treaty Retrocession or 1s Facultative Retrocession

The preferred approach to estimating Disease claims for such Reinsurance or Retrocession
contracts 1s to project the ultimate claimns costs for each loss to the Scheme Creditor against
underlying policies and apply those costs to the Scheme Creditor’s Remnsurance contracts
Possible methodologies that the Scheme Creditor may adopt are detailed in Sections 6 1
(Estimation of underlying liabilities: Exposure-based model) and 6 2 (Benchmarking)
below

The approach in Section 6 1 requures detailed information regarding the Scheme Creditor's
underlying liabilittes which may not be held by some Scheme Creditors 1n addition, this
approach may not be suitable for certain types of Reinsurance, in particular Retrocession,
owing to their complex nature If the method 1in Section 6 1 can not be carnied out with the
data avarlable, then the benchmark approach detailed 1n Section 6 2 should be used and the
requested supporting evidence provided

Estimation of underlying liabilities: Exposure-based model

Thus approach requires detailed information regarding the Scheme Creditor's underlying
insureds and 1s likely to be suitable where the contract that the Scheme Creditor has with
the Company 1s a Treaty Reinsurance which protects an underlying direct account

An exposure-based model should be used by the Scheme Creditor to estimate the
individual open and future claims costs from each of its direct insureds These individual
claims costs should then be applied to the Scheme Creditor's outwards reinsurance
programme to calculate recoveries from the Company For guidance on estimating the
claims costs from the direct insureds the Scheme Creditor should refer to Section 4
(Disease claims ansing under Direct Insurance or the Facultative Reinsurance of Direct
Insurance)

Other methods that consider the future claims experience of the underlying insureds may
be used 1f they are fully supported with justifiable assumptions

Where the Scheme Creditor has insufficient data available to use an exposure-based
approach, other methods, for example the method outhned in Section 6 2 may be used In
these circumstances clear details of the methodology and assumptions should be provided
and evidence should be supplied as to why the approach taken 1s appropnate.

Benchmarking

It may be that 1t 15 not possible for the Scheme Creditor to relate its inwards hiabilities to
the Scheme Claims n all cases, because of a lack of data and/or a complexity of
reinsurance contracts In such cases, a benchmarking approach 1s likely to be the most
appropriate method of estimating the Scheme Claims

Benchmarks should be applied 1n respect of paid, outstanding and incurred recoveries
between the Scheme Creditor and the Company Benchmarks could be based on an
analysis of the Scheme Creditor's exposures and could include




. ratios of IBNR Claims to Notified Outstanding Claims,

. ratios of ultimate claims to incurred claims,
. ratios of ultimate claims to paid clauns, and
. paid and incurred survival ratios

In using benchmarks, allowance should be made for the effect of large single claims
movements or any other features of the experience that could distort these benchmark
approaches Allowance should also be made for the effect of any policy conditions, for
example limited reinstatement provisions, which could distort these benchmark approaches

Consideration should be given to the subdivisions of the Scheme Creditor's data which are
used in the benchmarking process A balance needs to be struck between subdividing to
make the benchmarking process more appropriate to each subdivision of data and not
subdividing so much that the resulting data being used 1n the benchmarking process lacks

statistical credibility

The types of subdivision will depend on the data available and may consist of any or all of
the following

. type of loss (e g liability or property damage),

. type of business (e.g proportional or non-proportional),

) age of business,

. class of business,

. underlying insured, and

. cedant or type of cedant

Where possible, the results from this approach should be additionally supported using
development data for ceded paid and incurred claims

7. UNANTICIPATED LATENT CLAIMS

Where a Scheme Creditor has reason to believe that 1t has inwards exposure to types of
claim that are not yet known about, then, subject to the conditions set out later in this
section, the Scheme Creditor can submit a claim for this exposure. Such exposure 15
expected to dimimish over time untit 1t eventually reduces to an immatenial level The
exposure 15 expected to vary according to several factors, including

. nature of claim;

. class of business,

] type of acceptance and other coverage aspects,

. nature of the (underlying) insured's business, and
. terntory
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The Scheme Creditor will first need to supply information to demonstrate the existence of
the exposure This information will have regard to the above factors and will need to draw
on company and industry data to prove a reasonable likelthood that the future experience
will occur at some level

Having demonstrated that the future expenence 1s likely to occur, the Scheme Creditor
needs to provide an estimate of the ultimate cost of the experience together with
appropriate supporting evidence 1n view of the diverse nature of the underlying claims,
the Company will accept any reasonable approach, provided that it 1s appropriately
supported and takes mnto account the factors listed above
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SCHEDULE 2

Supporting Information to Scheme Claims submitted using the Estimation Guidelines

INTRODUCTION

Thus schedule sets out the level of supporting evidence that should be supplied by a
Scheme Creditor in support of the different approaches used for estimating Scheme Claims
for different Insurance Contract types and claim loss types as described 1n Schedule 1

TECHNIQUES NOT COVERED IN SCHEDULE 1

Wherever the Scheme Creditor adopts projection techmques other than those set out 1n
Schedule 1, full supporting evidence should be provided, including full descrniptions of the
techniques adopted and the assumptions made, including supporting data to justify each of
the assumphions made

NON DISEASE CLAIMS ARISING UNDER DIRECT INSURANCE OR THE
FACULTATIVE REINSURANCE OF DIRECT INSURANCE

Thus section describes the supporting evidence that should be submitted by Scheme
Creditors with Non Disease claims ansing under an Insurance Contract with the Company
that 1s Direct Insurance or Facultative Reinsurance of Dhrect Insurance

Thus section relates to a Scheme Claim ansing under a Direct Insurance contract Ifa
Scheme Creditor has Facultative Reinsurance of Direct Insurance contract, 1t will need to
supply information with respect to the underlying contracts and insureds that constitute the
underlying claim source This information will be 1n addition to the policy data described
below This additional information 1s needed 1n order to understand exactly how the
underlying claim has resulted in a claim to the Company.

Methodology

Scheme Creditors with Direct Insurance/Facultative Reinsurance of Direct Insurance Non
Disease claims following the approach set out 1n Schedule 1 Section 3 1 should provide
supporting evidence with the Claim Form that should include, for each class of business
and type of loss

. Policy details as required by the Claim Form,

. The underlying data used and the methodology and assumptions applied to
estimate the ultimate number of claims in each year over the period that the
Company has provided coverage,

. The underlying data used and the methodology and assumptions applied to
estimate the indemnity and expense costs for open and future claims;

. The historical development of claims filed against each year over the penod that
the Company has provided coverage,

) The historical development 1n indemnity and expense costs by notification year
for each year over the peniod that the Company has provided coverage, and
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. The value of Scheme Claims being claimed by the Scheme Creditor from the
Company

Alternative approaches where historical information may not be available

Scheme Creditors with Direct Insurance/Facultative Remnsurance of Direct Insurance Non
Disease claims following the approach set out in Schedule 1 Section 3 2 should provide
supporting evidence with the Claim Form that should include full details of the approach
taken and justification of assumptions made

DISEASE CLAIMS ARISING UNDER DIRECT INSURANCE OR THE
FACULTATIVE REINSURANCE OF DIRECT INSURANCE

This section describes the supporting evidence that should be submuitted by Scheme
Creditors with Disease claims anising under an Insurance Contract with the Company that
1s Direct Insurance or Facultative Reinsurance of Direct Insurance

This section relates to a Scheme Claim arising under a Direct Insurance contract Ifa
Scheme Creditor has Facultative Remsurance of Direct Insurance contract, it will need to
supply information with respect to the underlying contracts and insureds that constitute the
underlying claim source This information will be 1n addition to the policy data described
below This additional information 1s needed 1n order to understand exactly how the
underlying claim has resulted 1n a claim to the Company.

Frequency and severity methodology

Scheme Creditors with Direct Insurance/Facultative Remsurance of Direct Insurance
asbestos claims following the approach set out 1n Schedule 1 Section 4 1 should provide
supporting evidence with the Claim Form that should include

Agreements or settlements with any insurer
If there 15 a settlement agreement in place with any insurer, the Scheme Creditor should

. Provide a copy of the agreement (the Company and their advisers will sign a
cenfidentiality agreement if necessary),

. Indicate the policy years covered by the agreement, and

. Indicate the extent to which the limits, where appropriate, provided by the
agreement have been paid to date

Claims estimation data

The Scheme Creditor should provide details of

. The years the disease causing products (e g asbestos) were used by the Scheme
Creditor,
. All claims information should be split by disease and 1n the case of asbestos

losses should be sphit by disease type (e g. mesothelioma, lung cancer, other
cancer, asbestosis, other non-malignant),
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. Number of claims filed against the Scheme Creditor, by year, by disease, for as
many years as possible,

. Number of claims closed by the Scheme Creditor, by year, by disease, for as
many years as possible,

. Date of first and last exposure to the hazard (e g asbestos) for each claimant,

. Indemnity and expense costs for claims closed by the Scheme Creditor, by year,
by disease, for as many years as possible;

. Analysis of closed claims split into those settled at cost and those settled for zero
cost, and

. Number and amounts of claims against the Scheme Creditor remaining open by
year, by disease type

Policy data

The Scheme Creditor should provide policy data as follows
. A complete coverage chart of the policy profile of the Scheme Creditor, and

. A list of the policies written by the Company including, where appropnate,
information on pelicy limits and excess points

Basis of estimation

The Scheme Creditor should indicate the basis of estimation that i1t has used and should
provide

. The technique and basis used for projecting future numbers of claims filed;

. The technique and basis used for projecting indemnity and expense costs,

. Evidence of court or other rulings to substantiate the basts of estimation,

. Details of the methodology and assumptions used to allocate individual open and

future claims cost to the Scheme Creditor's policies with the Company, and

. The value of Scheme Claims being claimed by the Scheme Creditor from the
Company
Benchmarking

Scheme Creditors with Direct Insurance/Facultative Remsurance of Direct Insurance
Disease claims following the approach set out in Schedule 1 Section 4 2 should provide
supporting evidence with the Claim Form that should include

. Type of claim,
. Details of the benchmarks and how they have been appled,
. Evidence to justify why the benchmarks used apply to the Scheme Creditor,
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. The value of Scheme Claims being claimed by the Scheme Creditor from the
Company, and

. Justification for why the approach outlined in Schedule 1 Sections 4.1 could not
be applied

Alternative approaches where historical information may not be available

Scheme Creditors with Direct Insurance/Fzcultative Reinsurance of Direct Insurance
Disease claims following the approach set cut 1n Schedule 1 Section 4 3 should provide
supporting evidence with the Claim Form that should include full details of the approach
taken and justification of assumptions made

NON DISEASE CLAIMS ARISING UNDER TREATY REINSURANCE OR ANY
FORM OF RETROCESSION

Overview

This section describes the supporting evidence that should be submitted by Scheme
Creditors with Non Disease claims arising under an Insurance Contract with the Company
that 1s Treaty Reinsurance or 1s Treaty Retrocession or 1s Facultative Retrocession

Catastrophes or other single large distorting losses

Scheme Creditor's inwards catastrophes and any other distorting losses should be analysed
mdividually following the approach set out 1n Schedule 1 Section 5 2

Scheme Creditors should provide supporting evidence with the Claim Form that should
include-

. The underlying data used and the methodology and assumptions applied to
estimate the ultimate claims cost for each large loss,

=  where a curve has been successfully fitted, details of the mathematical
function used together with the selected parameters,

s  where a decay method has been used, reasons why a paid decay method has
been selected over an incurred decay (or vice versa) and reasons why the
period selected 1s representative of a typical decay and is therefore suitable
for the projection to ultimate,

»  where the exposure-based method has been used, details of the inwards
exposures used in the projection together with reasons for the selections of
the amounts of coverage used on each individual exposure,

. The tustorical development of paid and incurred claims for each large loss, at the
level at which the projection 15 being performed, and

. Details of any court or other rulings being relied on, together with details of how
these factors have influenced the projection to ultimate
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Residual losses on proportional or low level excess of loss contracts

Scheme Creditors with gross losses impacting proportional or low level excess of loss
contracts following the approach set out in Schedule 1 Section 5 3 should provide
supporting evidence with the Claim Form that should include

. The underlying data used to eshimate the ultimate claims costs against the Scheme
Creditor,
. The methodology and assumptions applied to estimate the ulumate claims costs

against the Scheme Creditor,

] Where chain-ladder methodologies have been used, details of individual factors
to uttimate together with reasons for the selection of a methodology based on paid
claims and/or incurred claims,

. Where a survival ratio techmque has been used, reasons why a paid increment has
been selected over an incurred increment (or vice versa) and reasons why the
period selected 1s representative of a typical decay and 1s therefore suitable for the
projection to ultimate In the selection of the ratio, the Scheme Creditor should
refer to the contents of Section 5 7 on benchmarking,

. The historical development of paid and incurred losses to the policies, at the level
at which the projection 1s being performed which should therefore exclude any
losses considered 1n Section 5 2, and

. If applicable, details of how the paid data has been adjusted for the presence of
structured settlements

Residual losses on medium to high level excess of loss contracts

Scheme Creditors with gross losses impacting medium to hugh level excess of loss claims
following the approach set out in Schedule 1 Section 5.4 should provide supporting
evidence with the Claimn Form that should include

. The underlying data used to estimate the ultimate number of claims and the
average indemmnity and expense costs per claim,

. The methodology and assumptions applied to estimate the ulimate number of
claims,
. The methodology and assumptions applied to estimate the average indemmty and

expense costs per claim; and

. The histonical development of paid and incurred losses to the policies, at the level
at which the projection is being performed

Application to reinsurance programme

The results of sections 5 2, 5 3 and 5 4 should then be applied to the Scheme Creditor's
outwards reinsurance programme to derive the Company's share of the costs following the
approach set out in Schedule 1 Section 55 Scheme Creditors should provide supporting
evidence with the Claim Form that should include
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. Outwards policy details as required by the Claim Form, including details of
policies that inure to the benefit of the Company's policies,

. Details of how the estimates of the projected costs for the inwards claims are
converted into claims on the outwards reinsurance contracts,

. Where aggregation was used to estimate ultimate inwards claims, the
methodology and assumptions used to allocate aggregate IBNR back to the level
surtable for the Scheme Creditor's outwards reinsurance programme;

. [f recoveries due on the Company’s coverage have been denved with reference to
adjustments made to ratios applying for the total outwards reinsurance
programme, details of the ratios used together with reasoning to support the
adjustments, which should include commentary on how the Company's coverage
fits into the Scheme Creditor's outwards reinsurance programme, and

. The value of Scheme Claims being clammed by the Scheme Creditor from the
Company .

56 Projections using outwards reinsurance data

Scheme Creditors following the approach set out 1n Schedule 1 Section 5 6 should provide
supporting evidence with the Claim Form that should include

. Qutwards pohicy details as required by the Claim Form, including details of
policies that inure to the benefit of the Company’s policies,

. The outwards ceded paid and incurred expenience used to estimate the value of
the Scheme Claims being claimed by the Scheme Creditor,

J The methodology and assumptions applied to estimate the value of the Scheme
Claims being claimed by the Scheme Creditor, together with detail to understand
how potential short-comungs of this approach have been overcome, such as the
exhaustion of coverage available,

. The value of the Scheme Claims beng claimed by the Scheme Creditor from the
Company,
. Justification for why the approaches outhined in Schedule 1 Sections 5.2t05 5

could not be applied, and

. Supporting evidence for benchmarking techmques for which detail 1s given in
Section 5 7

57 Benchmarking

Scheme Creditors following the approach set out in Schedule 1 Section 5 7 should provide
supporting evidence with the Claim Form that should include

. Outwards policy details as required by the Claim Form, including details of
policies that inure to the benefit of the Company’s policies,

. Type of claim;
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. Details of the benchmarks and how they have been applied,
. Evidence to justify why the benchmarks used apply to the Scheme Creditor,

. The value of Scheme Claims being claimed by the Scheme Creditor from the
Company, and

] Justification for why the approaches outlined 1in Schedule 1 Sections 52to 56
could not be applied

DISEASE CLAIMS ARISING UNDER TREATY REINSURANCE OR ANY FORM
OF RETROCESSION

This section describes the supporting evidence that should be submitted by Scheme
Creditors with Disease claims ansing under an Insurance Contract with the Company that
1s Treaty Reimnsurance or 1s Treaty Retrocession or 15 Facultative Retrocession

Estimation of underlying liabilihes: Exposure-based model

Scheme Creditors with Reinsurance claims following the approaches set out in Schedule 1
Section 6 1 should provide supporting evidence with the Claim Form that should include a
hst of underlying insureds to which the Scheme Creditor 1s exposed and a means of
referencing the Scheme Creditor's exposures to these insureds For each underlying
msured the Scheme Creditor should provide the following information 1n respect of the
claims by the underlying insureds against the Scheme Creditor

. Name of insureds,

. Start and end dates of cover,

. Policy lumits (including details of the aggregate and/or per occurrence combined
stngle limits and, 1f applicable, separate bodily injury and property damage single
limats),

. Excess pomnts (to be supphed as a numenical and/or a text field In many

instances this field may only include a general descniption that the policy was n
excess of primary or underlying coverage),

. The Scheme Creditor's share of each policy (supplied through London Order,
Insurer Signed line, Global 100% amount, London 100% amount);

. Any information about prnmary layers and self-insured retentions,

) Paid and outstanding amounts on these underlying policies, including

corresponding attorney repott date,

. An estimate of the individual claims costs inwards to the Scheme Creditor 1n
respect of each undetlying policy,

. Latest copies of any relevant attorney reports, and

. Where the estimate of future recoveries 1s material, more detail should be
provided based on the descriptions for Direct Insurance 1n Section 4

|
[
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The supporting evidence to be provided with the Claim Forms should also include the
following information in respect of the claims by the Scheme Creditor on the Company

. Listing of the relevant Remnsurance contracts of the Scheme Creditor with the
Company, including start and end dates of cover, shares, limits and deductibles,

. Details of how the estimates of the individual claims costs for the underlying
msureds are converted into claims on the Remsurance contracts,

. Details of any court or other rulings being relied on, and
. The value of Scheme Claims being claimed by the Scheme Creditor from the |
Company

62 Benchmarking

Scheme Creditors with Reinsurance Disease claims following the approach set out 1n
Schedule 1 Section 6 2 should provide supporting evidence with the Claim Form that
should include

. Type of claim;

. Names and geographical locations of underlying insureds and/or cedants,

. Details of the benchmarks and how they have been applied,

. Evidence to justify why the benchmarks used apply to the Scheme Creditor,

. Listing of the relevant Reinsurance contracts of the Scheme Creditor, including

start and end dates of cover, shares, limits and deductibles, and
. The value of Scheme Claims being claimed by the Scheme Creditor from the
Company.
7. UNANTICIPATED LATENT CLAIMS

Scheme Creditors submutting a claim in respect of unanticipated latent claims, following
the approach set out 1n Schedule 1 Section 7, should provide supporting evidence with the
Claim Form that shoutd include

. Policy details as required by the Claim Form, including details of policies that
inure to the benefit of the Company's policies,

. Information to demonstrate the existence of the exposure, which will need to
draw on company and industry data,

. The value of Scheme Claims being claimed by the Scheme Creditor from the
Company, and

] The methodology and assumptions used to estimate the total value of the Scheme
Claims being claimed by the Scheme Creditor from the Company
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CLAIM FORM

IN THE MATTER OF Independent Insurance Company Limited
(In Provisional Liquidation) (the “Company”)
AND IN THE MATTER OF The Companies Act 2006

Before completing and signing this Claim Form, you should read the instructions below. If you have any
questions relating to the completion of this Claim Form, or if you require further copies of this Claim Form, the
Explanatory Statement or the Scheme, please contact the Company helpline on 0161 274 8837 or visit
www.independent-insurance.co.uk.

Capitalised terms used in this Claim Form but not defined in it have the same meaning given to them in the
Scheme. You are strongly advised to read the Scheme and the Explanatory Statement before you complete this
Claim Form.

Failure to submit a Protected Claim or a Protected Contingent Claim to the Company before the Bar Date will

not affect a Scheme Creditor’s entitlement to be paid compensation by the FSCS in the future. However, ifa
Scheme Creditor does not submit a Claim Form and after the Bar Date the claim is found to be ineligible for FSCS
compensation, that Scheme Creditor will have missed its opportunity to receive a dividend under the Scheme.
Scheme Creditors are therefore encouraged to submit all Scheme Claims to the Company by the Bar Date to allow
the Company to determine whether or not the Scheme Claim is a Protected Claim or Protected Contingent Claim.

This Claim Form is governed by, and shall be construed in accordance with, English Law.

GENERAL NOTES

YOU MUST SUBMIT THIS CLAIM FORM BEFORE THE BAR DATE OR YOU WILL NOT BE ENTITLED TO
RECEIVE A DIVIDEND UNDER THE SCHEME.

(A) Please complete all applicable fields in BLOCK CAPITALS

(B} If the Company has records of the amount of your claim, the summary table in Section A will be pre-populated accordingly Ifyou
agree with all of these pre-populated details and would hke to submit these amounts as your final claim, please sign and date as
indicated at Sectton A only If you wish to amend these pre-populated detatls or Section A1s not pre-populated, please provide
details of your aggregate claims 1n Section A together with detauls of your individual claims m Sections B to D

(C) Ifyou are a duly authonsed agent and/or selicitor of a number of Scheme Creditors, you should complete a separate Claim Form
in respect of each Scheme Creditor for whom you act Blank copies of this Claim Form may be obtained via the Scheme website at
www independent-mnsurance co uk or from the Company at IICL — SOA, PO Box 5456, Manchester, M61 oLE, United Kingdom,
marked for the attention of the Scheme Manager

(D) Please supply all necessary Supporhng Information in accordance with Schedule 2 of the Scheme

(E) You may return your completed and signed Claim Form by e-mail to the Company at 1iclscheme@capita co uk or alternatively by
post or personal delvery to the address at paragraph (B) above

(F) Returned Claim Forms will be duly considered by the Company 1n order to determine the value of each Scheme Creditor’s Claim
1n the estate and, 1n due course, the dividend payable The value to be attributed to each Scheme Creditor’s Claim will be based on

the infermation provided by the Scheme Creditor i this Claim Form and the information available from the Company’s existing
records
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(3)

4
(5)

(e

6]

INSTRUCTIONS FOR THE COMPLETION OF SECTION A

Please check the name (including all former names), unique reference and address of the Scheme Creditor Any alterations must
be initialled by the person who signs the form

Please enter the aggregate amount, for each different currency, of your Unpaid Agreed Claims (which includes Non-Insurance
Claims), Notified Outstanding Claums and IBNR Claims Any alterations must be initialled by the person who signs the form

Please enter the aggregate amount, for each different currency, of any applicable Set Off amounts or Secunty These should
correspond to the total of any applicable Set Off amounts or Secunty you have listed 1n Section C and Section D

For each different currency, the “Net Amount” field will be the total of your Scheme Claims less any Set Off and Security amounts

“Defence Costs” are costs that have been paid by the Company since June 2001 1n order to defend claims made against its
policyholders by third parties Had the Company not paid those costs, policyholders may have been forced to pay the costs
themselves and seek to make a claim 1n the Scheme for a dvidend on that claim As a result of the Company defending these
claims and beanng the associated costs, these Scheme Creditors have avorded incurnng costs where they may otherwise have
had no option but to bear themsel es and the potential escalation 1n overall tabihities of the Company has been avorded, thereby
clearly improving the dividend payable to Scheme Creditors generally These Scheme Creditors have therefore benefitted both
specifically in relation to the payment of their costs and generally 1n relation to an enhanced dividend pay-out percentage In
order, therefore, to achieve fairness between all policybolders, the Scheme contains provisions allowing the Defence Costs paid
by the Company for the benefit of certain policyholders to be treated as an advance dividend and deducted from the amount of
dmidend otherwise payable to the poheyholders concerned

However, notwithstanding the benefits these Scheme Creditors have received, the Scheme allows Scheme Creditors who did not
agree that Defence Costs paid by the Company 1n respect of their palicies would be treated as an advance dividend, and who have
no knowledge of any other basis upon which the Company 1s entitled to treat such Defence Costs as an advance dividend, to opt
out of this provision of the Scheme Scheme Creditors that opt out will recerve any dividend to which they are entitled under the
Scheme free from any deduction 1n respect of Defence Costs

If there are no Defence Costs applicable to you this column will be blank

If there 1s any outstanding prermum due from you to the Company (according to the Company's records) this will be detailed on
the enclosed schedule of balances This amount remains payable to the Company notwithstanding the provisional liquidabhon
Under the terms of the majonty of the Company’s policies, the Company has no hiability to pay a policyholder’s claim unless and
until the prermum has been paid to the Company 1n respect of the policy Accordingly, some policyholders will not be Scheme
Creditors 1n respect of claims that would, if the policy premium had been paid, be Scheme Claims

In such circumstances, unpaid premiums owed by a policyholder to the Company will not be eligible to be set off against any
claim that the policyholder would otherwise have against the Company as the Company’s hability will not have arisen (although
1n some cases the unpaid premum may be set off against Scheme Claims that the pohicyholder may have in respect of other
polictes where the premium has been paid)

If there are any unpaid premiums owing by you to the Company 1n respect of your policies, the Company will contact you on
receipt of your Claim Form to inform of you of the effect of such unpaid premiem on the value of your claim  there 1s no
outstanding premium due from you to the Company this column will be blank.

If you are the duly authonsed representatne of a corporation or a partnership or other unincorporated body of persons, or the
duly authonsed agent and/or scheitor of a Scheme Creditor or a number of Scheme Creditors, enter the capacity 1n which you
have signed the Claum Form (for example, director, partner, agent and/or soliciter) Signiag this Claim Form shall constitute a
warranty that the signatory has been duly authornsed by the relevant Scheme Creditor to execute the Claim Form on their behalf
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No 1863 of 2015
IN THE HIGH COURT OF JUSTICE

CHANCERY DIVISION

COMPANIES COURT

IN THE MATTER OF INDEPENDENT
INSURANCE COMPANY LIMITED (IN
PROVISIONAL LIQUIDATION)

AND IN THE MATTER OF THE
COMPANIES ACT 2006

ORDER

CHANCERY CHAMBERS

N

Herbert Smith Freehills LLP
Exchange House

Primrose Street

London EC2A 2EG

Tel 0207374 8000

Fax 020 7374 0888

(Ref 3946/9862/30902487)
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