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PLAINTIFF'S
From: Brown, PaulA@Comptroller's EXHIBIT
Sent: Monday, July 31, 2000 1:01 PM
To: 'REmmerman@ngelaw.com"; jmarion@westgen.bm'; 426
'martin@sunbeach.net’; 'chancery@caribsurf.com’
Cc: Umansky, Joseph; Holland, Andrew
Subject: Outline of Capco closing and related documents
Importance: High
Attachments: Cantract Log.xls; Capco Business Plan.doc; Business Plan Projection.xls:

Subscription & Operating Agreement 7-31.doc; Terms of Preferred 7-31.dog;
114 Trust Agreement 7-31.DOC; 114 Investment Management Agreement 7-
31_.doc; Custody Agreement 7-31.doc; Pledge Agreement 7-31.doc;
Investment Management Agreement 7-31.doc

Attached fo this e-mail are documents to which you are a signatory. Tam also attaching a listing of all
comtract/documents we have been preparing for the transaction, if you wish te review any of these not
included in this c~mail please advise.

Contract Log.xls
(21 KB)

The tentative schedule for closing is as follows ;

1. Capco will be arranging a meeting with the Barbados Regulators for later this week. Attached is an
outline of the proposed revision to the Capco business plan, we will forward the financial statements of

3
Capco Business Business Plan
Plan.doc (25 KB... Projection.xIs (...

If there are no pending requests from the Regulators. We propose the signing date of the Subscription and
Operating Agreement be August 18, 2000. Capco should hold a Shareholder and Board meeting August
13, 2000 to;

s« authorize the amendment to the Articles for the Preferred Shares,

anthorize the signing the Subscription and Operating agreement,

reoeive the resignation of all directors cxcept for J.Marton and T.Carmichacl,

appoint Martin Hole as the third director,

authorize the appointment of AIGIC as investmen{ manager of both the 114 Trust assets and the Non
114 investinent account,

« provide a board resolution regarding the establishment and appointment of Citibank N.A. as the 114
account Trustee,

10 approve management proceeding with the closing and associated documents,

any other matters.

a & 8 =»

We will close the transaction August 25, 2000, This will involve;
a certificate for bringing reps and warranties to closing date,

the payments for the Common and Preferred stock to Capco,
Issuance of respective cross receipis.

..O!.\)
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Please respond with any comments on the Subscription and Operating Agreement by end of day
Wednesday August 2™, the remainder by Friday August 4, There have been no changes of substance to
these documents other than the holder option redeem price being reduced to $20,000 per share,

As soon as possible would Capco distribute the proposed schedule 2.5 (list of contracts still in effect) and
2.6 (Tune 30, 2000 financial statements). Conld we also receive a copy of the stock certificates to be issued
for review and inclusion of their certificate numbers in the investor pledge agreements.

Subscription &  Terms of Preferred
Operating Agree...  7-3l.doc (5...

Investment related agreements — 114 Trust

114 Frust 114 Investment
reement 7-31.00C Management Agre...

Investment related agreements — Pledged Account (Non 114 Trust)

Custody Agreement Pledge Agreement Investrment
7-31.doc (64... 7-3l.doc (57 ... nagement Agreemael

Paul A. Brown

Direcior

Financial Planning and Analysis
American International Group, Inc.
70 Pine Street, 39t Floor

New York, NY 10270
2127707631

fax 212 785 0599

CONFIDENTIALITY NOTICE

The information contained in this message may be legaily privileged or confidential - intended only for the use of the individual or
entity named above. If you are not the intended recipient, you are notified that any dissemination, distribution, or copying af this
message is strictly prohibited, please notify me immediately so that I can arrange 1o have it sent to the proper individual.
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| Re: Revision to Business Plan for Capco Reinsurance Company Ltd,

Name and Registered Office will remain unchanged.
Capco Reinsurance Company Litd.

Chancery House

High Street

Bridgetown

Capital Structure and Ovwnership

The recapitalized Company will receive in Augunst 2000 US $190,000,000 of fully paid up equity,
comprised of US $170,000,000 Preferred Sharcs and US $20,000,000 Commeon Shares.

Four investors own the Common sharcs, 5% by the current Parent of the Company Western General
Insurance Ltd. and 31.67% cach held by three European investors,

3 Western General Insurance Lid.
31.67% Alfons Mullcr

31.67% Kilmarc Worldwidc Inc.
31.67% Hanspcter Knecht

The Preferred shares arc to be owned by a 100% subsidiary of the Amcrican Intcrnational Group, American
Intcrnational Reinsurance Company, Ltd., a Bermudan corporation.

The Company has currently no significant liabilities or reinsurance contracts in force following a novation
programme completed in June 2000,

The Company is not supported by any guarantees.

Main Objective
The Company has been recapitalized to write and retain higher limits on specific reinsurance contracts of

National Union Fire Insurance Company of Pittsburgh, Pa. 1t is also expected that after a period of time,
other Reinsureds may utilize the Company for similar purposes. The attached Reinsurance Contract is the
only contract anticipated to be in force in the near term. Due to the majority of the Company assets being
pledged to support the maximum potential loss from this contract, further reinsurance agreements will not
be entered until sufficient non-pledged assets become available to support such transactions.

Management
There are no changes foreseen in the Directors or Management of the Company.

Source of Busincss (by Class)

The underlying business reinsured will be General Reinsurance,
Estimated Gross Premium Written 2000  US $20,000,000
Estimated Net Premium Written 2000: US §20,000,000

Retrocession Programme (by Class)
There is no retrocession arrangement for the assumed business.
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SUBSCRIPTION AND QPERATING AGREEMENT

SUBSCRIPTION AND OPERATING AGREEMENT, dated as of [ August 18], 2000
(the “Agreement™), by and among Capco Reinsurance Company Ltd., a Barbados corporation
(the “Company”), American International Reinsurance Company, Ltd., a Bermuda corporation
(the “Preferred Shareholder”), Western General Insurance Ltd., a Bermuda corporation
(“WestGen™), Alfons Muller, a Swiss national (“Muller”) , Kilmare Worldwide Inc., a British
Virgin Islands corporation (“Kilmare”) and Hanspeter Knecht a Swiss national (“Knecht™), (each
of WestGen, Muller, Kilmare, and Knecht, a “Common Shareholder” and together, the
“Common Shareholders™).

WHEREAS, the Company desires to issue and sell to the Commeon Shareholders, and the
Commeon Shareholders desire to purchase from the Company, for aggregate consideration of
US$19,800,000, 19,800,000 of the Company’s Common Shares (the “Common Shares”); and

WHEREAS, the Company desires to issue and sell to the Preferred Shareholder, and the
Preferred Shareholder desires to purchase from the Company, for aggregate consideration of
US$170,000,000, 8,500 shares of a newly created series of the Company’s Preferred Shares (the
“Preferred Shares™) having the rights, preferences, privileges, and restrictions set forth in the
form of Amended and Restated Articles of Incorporation of the Company attached hereto as
Exhibit B (the “Amended Articles™); and

WHEREAS, the Company, the Preferred Shareholder and the Common Shareholders
desire to set forth certain provisions relating to the governance of the Company and certain other
matters,

NOW, THEREFORE, in consideration of the premises and the mutual covenants and
agreements hereinafter contained, the parties hereby agree as follows:

ARTICLEI
AUTHORIZATION; CLOSING

1.1 Authorization. The Company has authorized the issuance (i) to the Common
Shareholders an aggregate of 19,800,000 Common Shares, and (i1) to the Preferred Shareholder
of 8,500 Preferred Shares, each issuable as provided in Section 1.2 hereof.

1.2 Closing.

(a) The closing of the transactions contemplated hereby (the “Closing™) shall
occur five business days after the satisfaction of all conditions to closing specified in Article VIII
hereof, at such time and at such location as the parties hereto may agree.

Tuly 31
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(b) At the Closing, the Company shall issue and sell (i) to the Common
Shareholders, and the Common Shareholders shall purchase from the Company, upon the terms
and subject to the conditions set forth herein, 19,800,000 Common Shares for an aggregate
purchase price of 1J§$19,800,000 (the “Common Purchase Price™) and (ii)} to the Preferred
Shareholder, and the Preferred Shareholder shall purchase from the Company, upon the terms
and subject to the conditions set forth herein, 8,500 Preferred Shares for an aggregate purchase
price of US$170,000,000 (the “Preferred Purchase Price™). Each Common Shareholder shall
purchase the number of Common Shares set forth under his name on Exhibit A hereto.

(c) At the Closing, each of the Company, the Common Shareholders, and the
Preferred Shareholder shall execute and deliver to each other, as applicable, (i) certificates in
respect of the Common Shares and Preferred Shares described above, and (ii) any other
certificates, resolutions or documents which any of the Company, Common Shareholders or the
Preferred Shareholder shall reasonably require.

ARTICLE II
REPRESENTATIONS AND WARRANTIES OF THE COMPANY AND WESTGEN

Each of the Company and WestGen hereby jointly and severally represents and warrants
to the Preferred Shareholder and the other Common Shareholders as follows:

2.1 Organization and Good Standing. The Company is a corporation duly organized,
validly existing and in good standing under the laws of Barbados and has all requisite corporate
power and authority to own, lease and operate its properties and to carry on its business.

2.2 Capitalization. As of the date hereof, the authorized capital of the Company
consists of an unlimited number of Common Shares, of which 200,000 Common Shares are
1ssued and outstanding. All of the issued and outstanding Common Shares are owned by
WestGen, free and clear of any Liens (as defined below),

23 Authorization. The execution, delivery and performance by the Company of this
Agreement, including the issuance, sale and delivery of the Common Shares and the Preferred
Shares, have been duly authorized by all requisite corporate action. This Agreement has been
duly executed and delivered by the Company, and is the legal, valid and binding obligation of the
Company, enforceable against it in accordance with its terms, subject to applicable bankruptcy,
insolvency, reorganization, moratorium and similar laws affecting creditors' rights and remedies
generally, and subject, as to enforceability, to general principles of equity, including principles of
commercial reasonableness, good faith and fair dealing (regardless of whether enforcement is
sought in a proceeding at law or in equity). The Common Shares, when 1ssued to the Common
Sharcholders as contemplated hereby, will be validly issued and outstanding, fully paid and non-
assessable and not subject to preemptive or any other similar rights of the shareholders of the
Company or others. The Preferred Shares, when issued to the Preferred Shareholder as
contemplated hereby, will be validly issued and outstanding, fully paid and non-assessable and
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not subject to preemptive or any other similar rights of the sharehaolders of the Company or
others,

2.4  No Conflicts; Consents of Third Parties. The execution, delivery and
performance of this Agreement, the issuance, sale and delivery of the Common Shares and the
Preferred Shares, and compliance with the provisions hereof by the Company will not (i) conflict
with, or result in the breach of, any provision of the Articles of Incorporation or By-laws or
comparable organizational documents of the Company; (ii) conflict with, violate, result in the
breach or termination of, or constitute a default under any note, bond, mortgage, indenture,
license, agreement or other instrument or obligation to which the Company is a party or by
which the Company or its properties or assets is bound; (iif) violate any statute, rule, regulation,
order or decree of any governmental body by which the Company is bound; or (iv) result in the
creation of any lien, pledge, mortgage, deed of trust, security interest, claim, lease, charge,
option, right of first refusal, preemptive right, easement, servitude, transfer restriction under any
shareholder or similar agreement, encumbrance or any other restriction or limitation whatsoever
(collectively, “Liens”™) upon the properties or assets of the Company. No consent, waiver,
approval, order, permit or authorization of, or declaration or filing with, or notification to, any
person, including without limitation any governmental body, is required on the part of the
Company in connection with the execution, delivery and performance of the Agreement, or the
compliance by the Company with any of the provisions hereof, except for the approval of the
Barbados Supervisor of Insurance of the transactions contemplated hereby.

2.5 Contracts. Schedule 2.5 sets forth a true and complete list of all agreements to
which the Company is a party.

2.6 Financial Statements. The Company’s unaudited balance sheet as of June 30,
2000, together with the related statements of operations and cash flows for the [six-month]
period then ended, attached hereto as Schedule 2.6 are accurate and complete in all material
respects, fairly present the financial position of the Company as of the date thereof and the
results of its operations and its cash flows for the period then ended, and have been prepared in
accordance with Canadian generally accepted accounting principles applied on a consistent basis,
subject to the absence of footnote disclosures and to normal year-end audit adjustments (which
are not material in the aggregate).

2.7 No Liabilities. As of the date hereof, the Company has no liabilities, direct or
indirect, absolute or contingent, including without limitation tax liabilities, and there is no
existing condition, situation or set of circumstances which could result in any such liabilities.

2.8 Licenses. The Company has obtained all licenses, certificates of authority,
permits, authorizations, orders and approvals of, and has made all registrations or filings with, alt
governmental bodies as required in connection with the conduct of its business (collectively,
“Licenses™). All Licenses are valid and in full force and effect.

29 No Litigation. There is no suit, action, proceeding, investigation, claim or order
pending or, to the knowledge of the Company, threatened against the Company or to which the
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Company is otherwise a party before any court, or before any governmental department,
commission, board, agency, or instrumentality.

2.10  Compliance with Laws; Permits. The Company is in compliance with all laws
applicable to the Company or to the conduct of its business and operations or the use of its
properties and assets.

2.11  No Misrepresentation. No representation or warranty of the Company contained
in this Agreement or in any certificate or other instrument furnished by the Company to the
Common Sharchoelders and the Preferred Shareholder pursuant to the terms hereof, contains any
untrue statement of a material fact or omits to state a material fact necessary to make the
statements contained herein or therein not misleading.

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF THE PREFERRED SHAREHOLDER

The Preferred Shareholder hereby represents and warrants to the Company and the
Commen Shareholders as follows:

3.1 Organization and Good Standing. The Preferred Shareholder is a corporation
duly organized, validly existing and in good standing under the laws of Bermuda and has all
requisite corporate power and authority to own, lease and operate its properties and to carry on
its business.

3.2 Authority. The execution, delivery and performance by the Preferred Shareholder
of this Agreement have been duly authorized by alt requisite corporate action. This Agreement
has been duly executed and delivered by the Preferred Shareholder, and is the legal, valid and
binding obligation of the Preferred Shareholder, enforceable against it in accordance with its
terms, subject to applicable bankruptey, insolvency, reorganization, moratorium and similar laws
affecting creditors' rights and remedies generally, and subject, as to enforceability, to general
principles of equity, including principles of commercial reasonableness, good faith and fair
dealing (regardless of whether enforcement is sought in a proceeding at law or in equity).

33 No Conlflicts; Consents of Third Parties. The execution, delivery and
performance of this Agreement and compliance with the provisions hereof by the Preferred
Shareholder will not (i) conflict with, or result in the breach of, any provision of the Articles of
Incorporation or By-laws or comparable organizational documents of the Preferred Shareholder;
(i) conflict with, violate, result in the breach or termination of] or constitute a default under any
note, bond, mortgage, indenture, license, agreement or other instrument or obligation to which
the Preferred Shareholder is a party or by which the Preferred Shareholder or its properties or
assets is bound; or (iii) violate any statute, rule, regulation, order or decree of any governmental
body by which the Preferred Shareholder is bound, other than any conflicts, violations or
breaches which would not, individually or in the aggregate, have a material adverse effect on the
Preferred Shareholder. No consent, waiver, approval, order, permit or authorization of, or
declaration or filing with, or notification to, any person, including without limitation any
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governmental body, is required on the part of the Preferred Shareholder in connection with the
execution, delivery and performance of the Agreement, or the compliance by the Preferred
Shareholder with any of the provisions hereof, except for the approval of the Barbados
Supervisor of Insurance of the transactions contemplated hereby.

34 Investment Intention. The Preferred Shareholder is acquiring the Preferred Shares
for its own account, for investment purposes only and not with a view to the distribution thereof

ARTICLE IV
ADDITIONAL REPRESENTATIONS AND WARRANTIES OF WESTGEN

WestGen hereby additionally represents and warrants to the Company, the Preferred
Shareholder and each other Common Shareholder as follows:

4.1 Organization and Good Standing. WestGen is a corporation duly organized,
validly existing and in good standing under the laws of Bermuda and has all requisite corporate
power and authority to own, lease and operate its properties and to carry on its business.

42 Authority. The execution, delivery and performance by WestGen of this
Agreement have been duly authorized by all requisite corporate action, This Agreement has
been duly executed and delivered by WestGen, and is the legal, valid and binding obligation of
WestGen, enforceable against it in accordance with its terms, subject to applicable bankruptcy,
insolvency, reorganization, moratorium and similar laws affecting creditors’ rights and remedies
generally, and subject, as to enforceability, to general principles of equity, including principles of
commercial reasonableness, good faith and fair dealing (regardless of whether enforcement is
sought in a proceeding at law or in equity).

43 No Conflicts; Consents of Third Parties. The execution, delivery and
performance of this Agreement and compliance with the provisions hereof by WestGen will not
(1) conflict with, or result in the breach of, any provision of the Articles of Incorporation or By-
laws or comparable organizational documents of WestGen; (ii) conflict with, violate, result in the
breach or termination of, or constitute a default under any note, bond, mortgage, indenture,
license, agreement or other instrument or obligation to which WestGen is a party or by which
WestGen or its properties or assets is bound, or (iii) violate any statute, rule, regulation, order or
decree of any governmental body by which WestGen is bound, other than any conflicts,
violations or breaches which would not, individually or in the aggregate, have a material adverse
effect on WestGen. No consent, waiver, approval, order, permit or authorization of, or
declaration or filing with, or notification to, any person, including without limitation any
governmental body, is required on the part of WestGen in connection with the execution,
delivery and performance of the Agreement, or the compliance by WestGen with any of the
provisions hereof.
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ARTICLE V
REPRESENTATIONS AND WARRANTIES OF THE COMMON SHAREHOLDERS

Each Common Shareholder other than WestGen, for such Common Shareholder only and
not for any other Common Shareholder, hereby represents and warrants to the Company, the
Preferred Shareholder, WestGen and each other Commen Shareholder as follows;

5.1 Authority. Such Commeon Shareholder has full power and authority to execute
and deliver this Agreement and to consummate the transactions contemplated hereby. This
Agreement has been duly executed and delivered by such Common Shareholder and constitutes
the legal, valid and binding obligation of such Common Shareholder, enforceable against such
Common Shareholder in accordance with its terms, subject to applicable bankruptey, insolvency,
reorganization, moratorium and similar laws affecting creditors' rights and remedies generally,
and subject, as to enforceability, to general principles of equity, including principles of
commercial reasonableness, good faith and fair dealing (regardless of whether enforcement is
sought in a proceeding at law or in equity).

5.2 No Conflicts; Consents of Third Parties. The execution, delivery and
performance of this Agreement and compliance with the provisions hereof by such Common
Shareholder will not (i) conflict with, violate, result in the breach or termination of, or constitute
a default under any note, bond, mortgage, indenture, license, agreement or other instrument or
obligation to which such Common Shareholder is a party or by which such Common Shareholder
or its properties or assets is bound; (ii) violate any statute, rule, regulation, order or decree of any
governmental body by which such Common Shareholder is bound; or (iii) result in the creation
of any Lien upon the properties or assets of such Common Shareholder. No consent, waiver,
approval, order, permit or authorization of, or declaration or filing with, or notification to, any
person, including without limitation any governmental body, is required on the part of such
Common Shareholder in connection with the execution, delivery and performance of the
Agreement, or the compliance by such Common Shareholder with any of the provisions hereof.

ARTICLE VI
CORPORATE GOVERNANCE MATTERS

6.1 Board of Directors. From and after the Closing Date, the board of directors of the
Company (the “Board of Directors™) shall consist of the following two directors: John Marion
and Trevor Carmichael.

6.2 Preferred Shareholder Representative. From and after the Closing Date, the
Preferred Shareholder shall have the right to designate a representative to attend meetings of the
Board of Directors (the “Representative™). The Representative shall be entitled to receive notice
of all meetings of the Board of Directors, as well as copies of all meeting agendas or other
materials distributed to directors (including any proposed action by written consent).

6.3 Limitation on Conduct of the Company’s Business. From and after the Closing

Date, the Company shall not effect any of the foillowing actions without the prior consent of
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majority of the holders of the Common Shares and the Preferred Shares, each voting separately
as a class;

(a) engage in any business other than the proposed reinsurance arrangement
with National Union Fire Insurance Company of Pittsburgh, Pa.;

(b) sell the principal assets of the Company;
() borrow any sum of money;

(d) make any loan or advance or give any credit to any person or entity (each,
a “Person”™);

(e) give any guarantee or indemnity to secure the liabilities or obligations of
any Person;

§3) enter into any contract, arrangement or commitment involving an
expenditure more than US$20,000,

(g) issue any unissued Common Shares or Preferred Shares, creafe a new class
or series of equity securities of the Company or alier any rights attaching to either the Common
Shares or the Preferred Shares;

(h) pay any dividend on the Common Shares, other than a dividend payabie
solely in additional Common Shares;

6] create or acquire any subsidiary;
1)) enter into any joint venture, partnership, merger, consolidation, profit
sharing, or recapitalization agreeinent, or any agreement to sell all or substantially all of the

Company’s assets with any Person;

(9} issue any debentures, warrants, rights or other securities convertible into
Common Shares or Preferred Shares;

(D acquire, purchase or subscribe for any shares, debentures, morigages or
securities (or any interest therein) in any Person;

(m) adopt any employee benefit program or incentive plan,
(n) engage any employee of the Company;
(o) amend the Company’s Amended Articles or By-laws;

®) alter the number of the Company’s directors; or
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(q) liquidate or wind-up the Company.

6.4  Management Agreement. The Company shali enter into (or maintain} a
management agreement with MIMs International Ltd upon such terms as the parties thereto shall
in good faith negotiate providing for, among other services, such accounting, financial, tax and
services as the Company may require.

ARTICLE VII
TRANSFERS OF COMMON SHARES AND PREFERRED SHARES

7.1 Restrictions on Transfer. During the term of this Agreement, no holder of
Preferred Shares or Common Shares may, directly or indirectly, sell assign, pledge, encumber,
hypothecate, grant a security interest in, or otherwise transfer {(each, a “Transfer”) any Common
Shares or Preferred Shares held by it except as permitted by Section 7.2 or 7.4 hereof. The
Company shall not, and shall not permit any transfer agent or registrar for the Common Shares or
Preferred Shares to, transfer upon the books of the Company any Commaon Shares or Preferred
Shares to any transferee other than in accordance with this Agreement. Any purported transfer
not in compliance with Agreement shall be void.

7.2  Permitied Transfers. Notwithstanding the provisions of Section 7.1 hereof,
(i) each Common Shareholder other than WestGen shall be permitted to pledge its Common
Shares to AIG Capital Corp. pursuant to those certain Pledge Agreements, to be dated as of
[August 25], 2000, by and between AIG Capital Corp. and such Common Shareholder, (ii) the
Preferred Shareholder shall be permitted to Transfer its Preferred Shares to one or more
substdiaries or Affiliates, (i1i) the Preferred Shareholder shall be permitted to Transfer its
Preferred Shares to the Company in accordance with the terms of the Preferred Shares, or
otherwise, (iv) any shareholder shall be permitted to Transfer its Common Shares or Preferred
Shares with the prior written consent of all other shareholders of the Company, and (v) WestGen
shall be obligated and permitted to effect certain Transfers in accordance with Section 7.4;
provided, however, that any permitted transferee shall have executed and delivered to the
Company and all other shareholders of the Company an instrument in customary form and
reasonably satisfactory to such shareholders agreeing to be bound by the provisions of this
Agreement applicable to holders of Commaon Shares and Preferred Shares. For purposes of this
Agreement, (A) an “Affiliate” of any Person shall mean any other Person that, directly or
indirectly, controls, is controlled by or is under common control with, such Person, and (B)
“control” shall mean the possession, directly or indirectly, of power to direct or cause the
direction of management or policies (whether through ownership of securities or partnership or
other interests, by contract or otherwise) of any other Person.

7.3 Death of Shareholder. In the event of the death of any Common Shareholder who
is a natural person, pending a Transfer of such Common Shares in compliance with Section 7.2
hereof, such Commen Shareholder’s Common Shares shall be held by his estate, who shall be
bound by all of the provisions of this Agreement.
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7.4 Change of Control of WestGen. In the event that any Person or group of Persons
other than Western International Financial Group Ltd or its Affiliates shall (i) obtain ownership
or control in one or more series of transactions of more than 50% of the voting power of
WestGen entitled to vote in the election of members of the board of directors of WestGen, or (ii)
shall otherwise obtain, directly or indirectly, the power to direct or cause the direction of
management or policies of WestGen (whether by contract or otherwise) (each, a Change of
Control”), then (A) WestGen shall provide prompt written notice of such Change of Control ta
the other parties hereto, and (B} upon receipt of such written notice, the other Common
Shareholders shall have 45 days to notify WestGen of their desire to buy all or a portion of
WestGen’s Common Shares at a price of US$1.00 per share, the closing of such purchase to
occur no later than 30 days after the date of such notice to WestGen. Such Common Shares shall
be allocated to each such Common Shareholder desiting to purchase WestGen’s Commeon Shares
pro rata, if necessary. At the closing of the purchase of such Common Shares, WestGen shall
deliver (i) certificates representing such Common Shares, free and clear of any Liens, duly
endorsed or accompanied by written instruments of transfer executed by WestGen in form
reasonably satisfactory to the purchaser, against payment of the purchase price therefor in cash,
and any such other customary documents reasonably requested by either party, and (ii) the
written resignations of all directors and officers of the Company who are employees or
representatives of any of Western International Financial Group Ltd or its Affiliates.

ARTICLE VIl
CONDITIONS TO CLOSING

8.1 Conditions Precedent to Obligations of the Preferred Shareholder. The obligation
of the Preferred Shareholder to consummate the transactions contemplated by this Agreement is
subject to the fulfillment, on or prior to the Closing Date, of each of the following conditions
{(any or all of which may be waived by the Preferred Shareholder in whole or in part):

(@) all representations and warranties of the Company and WestGen contained
in Article IT hereof, of WestGen contained in Article IV hereof, and of the other Comumon
Shareholders contained in Article V hereof shall be true and correct in all material respects, at
and as of the Closing Date, except to the extent expressly made as of an earlier date;

(b) each of the Company, WestGen and the other Common Shareholders shall
have performed and complied in all material respects with all obligations and covenants required

by this Agreement to be performed or complied with by such party on or prior to the Closing
Date;

(¢) the Amended Articles shall have been filed with the Barbados Registrar of
Companies; and

{d) any required approval of the Barbados Supervisor of Insurance of the
transactions contemplated hereby shall have been obtained.
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8.2 Conditions Precedent to Obligations of the Common Shareholders. The

obligation of the Common Shareholders to consummate the transactions contemplated by this
Agreement is subject to the fulfillment, on or prior to the Closing Date, of each of the following
conditions (any or all of which may be waived by the Common Shareholders in whole or in
part):

(a) all representations and warranties of the Company and WestGen contained
in Article IT hereof and of the Preferred Shareholder contained in Article III hereof shall be true
and correct in all material respects, at and as of the Closing Date, except to the extent expressly
made as of an earlier date;

() each of the Company and the Preferred Shareholder shall have performed
and complied in all material respects with all obligations and covenants required by this
Agreement to be performed or complied with by such party on or prior to the Closing Date,

() the Amended Articles shall have been filed with the Barbados Registrar of
Companies; and

(d) any required approval of the Barbados Supervisor of Insurance of the
transactions contemplated hereby shall have been obtained.

8.3 Conditions Precedent to Obligations of the Company. The obligations of the
Company to consummate the transactions contemplated by this Agreement are subject to the
fulfillment, on or prior to the Closing Date, of each of the following conditions (any or all of
which may be waived by the Company in whole or in part):

{a) all representations and warranties of the Preferred Shareholder contained
in Article ITI hereof , of WestGen contained in Article IV hereof and of the other Common
Shareholders contained in Article V hereof shall be true and correct in all material respects, at
and as of the Closing Date;

(b) each of the Preferred Shareholder, WestGen and the other Common
Shareholders shall have performed and compiied in ali material respects with all obligations and
covenants required by this Agreement to be performed or complied with by such party on or
prior to the Claosing Date;

(c) the Amended Articles shall have been filed with the Barbados Registrar of
Companies; and

(d) any required approval of the Barbados Supervisor of Insurance of the
transactions contemplated hereby shall have been obtained.
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ARTICLE IX
DOCUMENTS TO BE DELIVERED

9.1 Deliveries by the Company to the Preferred Shareholder and the Common
Shareholders. At the Closing, the Company shall deliver, or shall cause to be delivered, (i) to the
Preferred Sharcholder certificates evidencing the Preferred Shares, a receipt for the Preferred
Purchase Price paid at Closing and any other certificates, resolutions or documents deliverable
pursuant to Section 1.2 hereof, and (ii) to the Common Shareholders certificates evidencing the
Common Shares, a receipt for the Common Purchase Price paid at Closing and any other
certificates, resolutions or documents deliverable pursuant to Section 1.2 hereof. The Company
shall also deliver the written resignation of all directors other than John Marion and Trevor
Carmichael.

9.2 Deliveries by the Preferred Shareholder to the Company. At the Closing, the
Preferred Sharcholder shall deliver to the Company the Preferred Purchase Price, a receipt for
the Preferred Shares, and any other certificates, resolutions or documents deliverable pursuant to
Section 1.2 hereof.

9.3 Deliveries by the Common Shareholders to the Company. At the Closing, each
Common Shareholder shall deliver to the Company his respective portion of the Common
Purchase Price as set forth on Exhibit A hereto, a receipt for the his respective Common Shares
as set forth on Exhibit A hereto, and any other certificates, resolutions or documents deliverable
pursuant to Section 1.2 hereof.

ARTICLE X
INDEMNIFICATION

10.1  General. Each party hereto (the “Indemnifying Party”) hereby agrees to
indemnify and hold each of the other parties hereto, and any of such parties’ directors, officers,
employees, agents, successors and assigns, harmless from and against:

(a) any and all losses, Liabilities, obligations, damages, costs and expenses
(collectively, “Losses”) based upon, attributable to or resulting from the failure of any
representation or warranty made by the Indemnifying Party, or any representation or warranty
contained in any certificate delivered by or on behalf of the Indemnifying Party pursuant to this
Agreement, to be true and correct in all respects as of the date made;

(b) any and all Losses based upon, attributable to or resulting from the breach
of any covenant or other agreement on the part of such Indemnifying Party under this
Agreement; and

(c) any and all notices, actions, suits, proceedings, claims, demands,
assessmernts, judgments, costs, penalties and expenses, including attorneys' and other
professionals’ fees and disbursements (collectively, “Expenses”) incident to any Losses with
respect to which indemnification is provided under this Section 10.1.
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10.2  Indemnification by WestGen. WestGen hereby agrees to further indemnify and
hold each of the other parties hereto, and any of such parties’ directors, officers, employees,
agents, successors and assigns, harmless from and against:

(a) any and all Losses relating to the operation or conduct of the Company’s
business during the period from date of its incorporation to the Closing Date; and

(b) any and all Expenses incident to any Losses with respect to which
indemmnification is provided under this Section 10.2.

ARTICLE XI
CONFIDENTIALITY

11.1  Confidentiality. Each of the parties hereto agrees that it will not publish,
communicate or otherwise disclose any confidential or proprietary information of the Company
or any of the other parties or their Affiliates, including without limitation, this Agreement, the
substance of the transactions contemplated hereby, and the involvement of the parties hereto with
each other as contemplated hereby (“Confidential Information™); provided, however, that such
Confidential Information may be published, communicated or otherwise disclosed (i) to any
person who is a director, officer or employee of, or counsel or advisor to, any of the Company or
such party or any of such party’s Affiliates, (i1} to any person who is an official or employee of,
or counsel to, any regulatory body or agency having jurisdiction over any of the Company or
such party or such party’s Affiliates, (iii) pursuant to a subpoena or order issued by a court of
competent jurisdiction or as otherwise required by law, or (iv) with the unanimous consent of afl
parties to this Agreement.

11.2 Breach. Inthe event of a breach or threatened breach of Section 11.1, the
Company and the other parties shall each be entitled to an injunction restraining the breaching
party from disclosing, in whole or in part, such Confidential Information. Nothing contained
herein shall be construed as prohibiting the Company or any party from pursuing any other
remedies available to it for such breach or threatened breach, including the recovery of damages.

ARTICLE XII
TERMINATION

12.1 Prior to Closing. This Agreement may be terminated and the transactions
contemplated hereby may be abandoned at any time before the Closing:

(a) by mutual written consent of the Company, the Preferred Shareholder and
the Common Sharcholders;
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(b) by the Preferred Shareholder, if the Company or any Common
Shareholder has materially breached any representation, warranty, or covenant or agreement and
such breach is not capable of being cured prior to the Closing;

(c) by the Company, if the Preferred Shareholder or any Common
Shareholder has materially breached any representation, warranty, or covenant or agreement and
such breach is not capable of being cured prior to the Closing;

(@) by any Common Shareholder, if the Company or the Preferred
Shareholder has materiaily breached any representation, warranty, or covenant or agreement and
such breach is not capable of being cured prior to the Closing; or

(e) by the Company, the Preferred Shareholder or any of the Common
Shareholders at any time after November 30, 2000,

12.2  Procedure Upon Termination Prior to Closing, Tn the event of termination and
abandonment of this Agreement pursuant {o Section 12.1, written notice thereof shall forthwith
be given to the other parties and this Agreement shall terminate and the transactions
contemplated hereby shall be abandoned, without further action by any party.

12.3  Termination After Closing, After Closing, the Company, the Preferred
Shareholder and the Common Shareholders shall continue to be bound by the provisions of this
Agreement until this Agreement is terminated by written consent of the Preferred Sharcholder
and all of the Common Shareholders.

ARTICLE XIl
MISCELLANEOUS

13.1 Parties Bound. Each party hereto undertakes with the others to exercise its
obligations in relation to the Company so as to ensure that the Company fully and promptly
observes performs and complies with its obligations under this Agreement.

13.2 Nature and Survival of Representations and Warranties. All representations and
warranties and agreements made by the parties hereto in this Agreement or pursuant hereto shall
survive the Closing hereunder and any investigation at any time made by or on behalf of any
party hereto. No suit or action may be commenced for claims under Section 10.1 or 10.2 at any
time more than 60 months after the Closing Date.

13.3  Further Assurances. Each of the parties hereto agrees to execute and deliver all
such other documents or agreements and to take all such other action as may be reasonably
necessary or desirable for further effectuate the purposes and intent of this Agreement and the
consummation of the transactions contemplated hereby, including without limitation, any tax
returns relating to the Company.
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13.4  Injunctive Relief. The parties hereto agree and acknowledge that it would be
impossible to measure in money the damages that would be suffered if any party hereto should
breach any obligation, covenant or representation herein imposed or made, and that in the event
of any such breach, the non-breaching parties would be irreparably damaged and would not have
an adequate remedy at law. Any such non-breaching party shall, therefore, be entitled to
injunctive relief, including specific performance, to enforce such obligations, and if any action
should be brought in equity to enforce any of the provisions of this Agreement, none of the other
parties hereto shall raise the defense that there is an adequate remedy at law.

13.5 Submission to Jurisdiction: Conaent to Service of Process.

(a) The parties hereto hereby irrevocably submit to the non-exclusive
jurisdiction of the courts of the United Kingdom over any dispute arising out of or relating to this
Agreement or any of the transactions contemplated hereby and each party hereby irrevocably
agrees that all claims in respect of such dispute or any suit, action proceeding related thercto may
be heard and determined in such courts. The parties hereby irrevocably waive, to the fullest
extent permitted by applicable law, any objection that they may now or hereafter have to the
laying of venue of any such dispute brought in such court or any defense of inconvenient forum
for the maintenance of such dispute. Each of the parties hereto agrees that a judgment in any
such dispute may be enforced in other jurisdictions by suit on the judgment or in any other
manner provided by law,

(b) Each of the parties hereto hereby consents to process being served by any
party to this Agreement in any suit, action or proceeding by the mailing of a copy thereof in
accordance with the provisions of Section 13.6 hereof.

13.6  Notices. All notices and other communications under this Agreement shall be in
writing and deemed to have been duly given if sent by registered airmail, internationally
recognized overnight delivery service, or facsimile transmission as follows (or to such other
address as a party may have specified by notice given to the other party pursuant to this
provision):

If to the Company to:

Capco Reinsurance Company Ltd.
Chelston Park, Building No. 2
Collymore Rock, St. Michael
Barbados

Attention; Mr, Martin Hole
Facsimile: 1 246 429 8517

If to WestGen, to:
Western General Insurance Ltd.

Swan Building, 2™ Floor
26 Victoria Street
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Hamilton HM 12

Bermuda

Attention: Mr. John Marion
Telecopier: 1 441 292 3168

Ifto the Preferred Shareholder, to:

American International Reinsurance Company, Ltd.
AIG Building

7 Richmond Road

Hamilton, Bermuda HMO0S8

Attention: Ms. Jocelyn Troake

Facsimile: 1 441 292 8882

with a copy to:

American International Companies

160 Water Street, 24th Floor

New York, NY 10038 USA

Attention: General Counsel, Domestic Brokerage Group
Facsimile: (212) 820-4504

If to Muller, to;

C/o Bovet

Talacker 42

Zurich, CH-8001

Switzerland

Attention: Mr. Alfons Muller
Facsimile: 411 218 70 91

If'to Kilmare , to;
C/o AIG Private Bank Ltd
Pelikanstrauss 37
Zurich, CH-8021
Switzerland
Attention: Mr. Eduardo Leemann
Facsimile: 411 211 62 11

If to Knecht, to;

C/o AIG Private Bank Ltd
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Pelikanstrauss 37

Zurich, CH-8021

Switzerland

Attention: Mr. Eduardo Leemann
Facsimile: 411 211 62 11

Any notice sent by registered airmail shall be deemed to have been delivered seven days after
dispatch, any notice sent by internationally recognized overnight delivery service shall be
deemed to have been delivered upon receipt, and any notice sent by facsimile transmission shall
be deemed to have been delivered upon confirmed transmission.

13.7 [Entire Agreement: Amendments and Waivers. This Agreement (including the
schedules and exhibits hereto) represents the entire understanding and agreement between the
parties hereto with respect to the subject matter hereof and can be amended, supplemented or
changed, and any provision hereof can be waived, only by written instrument making specific
reference to this Agreement signed by the party against whom enforcement of any such
amendment, supplement, modification or waiver is sought. The waiver by any party hereto of a
breach of any provision of this Agreement shall not operate or be construed as a further or
continuing waiver of such breach or as a waiver of any other or subsequent breach. No failure on
the part of any party to exercise, and no delay in exercising, any right, power or remedy
hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of such right,
power or remedy by such party preclude any other or further exercise thereof or the exercise of
any other right, power or remedy. All remedies hereunder are cumulative and are not exclusive
of any other remedies provided by law.

13.8  Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the United Kingdom.

13.9  Severability. The provisions of this Agreement shall be deemed severable, so that
if any provision hereof is declared invalid under applicable law, all other provisions of this
Agreement shall continue in full force and effect.

13.10 Binding Effect; Assignment. This Agreement shall be binding upon and inure to
the benefit of the parties and their respective heirs, successors and permitted assigns. Nothing in
this Agreement shall create or be deemed to create any third party beneficiary rights in any
person or entity not a party to this Agreement.

[SIGNATURE PAGES FOLLOW)]
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July 31

IN WITNESS WHEREQOF, the parties hereto have caused this Agreement to be executed
as of the date first set forth above.

CAPCO REINSURANCE COMPANY LTD.

By:

Name:
Title:

AMERICAN INTERNATIONAL REINSURANCE
COMPANY, LTD.

By:

Name:
Title:

WESTERN GENERAL INSURANCE LTD.

By:

Name:
Title:

Alfons Muller

KILMARE WORLDWIDE INC.

By:

Name:
Title:

Hanspeter Knecht
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Purchaser, Address
and Facsimile Number

Western General Insurance Litd.

Swan Building 2°¢ Floor
26 Victoria Street
Hamilton, Bermuda HM12
Attn: Mr. John Marion
Fax: 14412923168

Alfons Muller

C/o Bovet

Talacker 42

Zurich, Switzerland CH-8001
Fax: 411 21870 91

Kilmare Worldwide Inc.

C/o AIG Private Bank Lid
Pelikanstrauss 37

Zurich, Switzerland CH-8021
Attn: Mr. Eduarde Leemann
Fax: 41121162 11

Hanspeter Knecht

C/o AlG Private Bank Ltd
Pelikanstrauss 37

Zurich, Switzerland CH-8021
Attn: Mr. Eduarde Leemann
Fax: 4112116211

July 31

Number of Common Shares

800,000

6,333,333

6,333,333

6,333,334

Exhibit A

Purchase Price

§ 800,000

$ 6,333,333

$ 6,333,333

$ 6,333,334

AIG-H 00042669

AlG-H00042669



Exhibit B

Form of Amended and Restated Articles of Incornoratioh

July 31
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Schedule 2.5
Contracts

July 31

Confidential AlG-H 00042671

AlG-H00042671



Schedule 2.6
Financial Statements

July 31
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TERMS OF SERIES A PREFERRED SHARES
ARTICLE I

Ten Thousand (10,000) preferred shares are hereby designated and known as “Series A Preferred
Shares.”

The rights, preferences, privileges, restrictions and other matters relating to the Series A Preferred
Shares are as follows:

Section 1. Certain Definitions In addition to the terms defined elsewhere herein, for
purposes of this Article, the following terms shall have the meanings specified in this Section 1:

“Business Day” means any day (other than a day which is a Saturday, Sunday or
legal holiday in Barbados) on which commercial banks are open for business in Barbados.

"Liquidation Preference" means, for each Series A Preferred Share, 1J$$20,000,
plus an amount equal to any accrued and unpaid dividends (whether or not earned or declared) on
such Series A Preferred Share which is added to the Liquidation Preference pursuant to Section
2(c) hereof.

"Issuance Date" means the date of original issuance of the Series A Preferred
Shares.

"Junior Shares" means the Common Shares and any other capital shares of the
Company ranking junior to the Series A Preferred Shares with respect to the payment of
dividends or distributions upon liquidation. .

"Majority Holders" means, as of any date, the holders of a majority of the
outstanding Series A Preferred Shares as of such date.

Section 2. Dividend Rights.

(a) Dividends will be payable on each Series A Preferred Share in cash at a rate per
annum equal to six percent (6%) of the Liquidation Preference as provided herein when, as and if
declared by the Board of Directors, to the extent funds are legally available therefor. Such
dividends shall be payable annually on July 1** of each year, commencing on July 1, 2001 (each
such date hereinafier referred to as a “Dividend Payment Date™) (or if such date is not a Business
Day, then on the next succeeding Business Day) to the holders of record as they appear on the
register of the Company for such Series A Preferred Shares.

)] Dividends on the Series A Preferred Shares shall accrue cumulatively on a daily
basis and shall accrue from the Issuance Date to and including the date on which the Series A
Preferred Shares shall have been redeemed or on which full payment with respect to any
liquidation, dissolution or winding-up of the Company shall have been made, whether or not such

July 31
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dividends have been declared and whether or not there shall be (at the time such dividends became
or become payable or any other time) profits, surpluses or other funds of the Company legally
available for the payment of dividends.

(c) To the extent not paid on any Dividend Payment Date, all dividends which have
accrued on any Series A Preferred Shares then outstanding during the period from and including
the preceding Dividend Payment Date (or from and including the Tssuance Date in the case of the
initial Dividend Payment Date) to (but excluding) such Dividend Payment Date shall be added on
such Dividend Payment Date to the Liquidation Preference of such Series A Preferred Shares (so
that, without limitation, dividends shall thereafter accrue in respect of the amount of such accrued
but unpaid dividends) and shall remain a part thereof until (but only until) such dividends are paid.

(d) Unless full dividends (including the full dividend for the then current dividend
term) on the Series A Preferred Shares in accordance with the provisions of this Section 2 shall
have been or are concurrently paid or declared and a sum sufficient for the payment thereof set
apart, no dividend whatsoever shall be paid or declared on, and no other distribution shall be
made in respect of, any Commeon Shares or any other Junior Shares; provided, however, that the
foregoing provision shall not prohibit dividends or distributions payable in shares of the class or
series upon which such dividend or distribution are declared, set apart or paid.

Section 3. Series A Seniority; Liquidation Preference. The Series A Preferred Shares
shall rank senior to any future class or series of preferred shares issued by the Company and the
Company’s Common Shares. In the event of any liquidation, dissolution or winding up of the
Company, whether voluntary or involuntary, the holders of the Series A Preferred Shares then
outstanding shall be entitled to be paid an amount equal to the Liquidation Preference out of the
assets of the Company available for distribution to its shareholders, whether such assets are
capital, surplus or earnings, before any payment or declaration and before setting apart for
payment of any amount shall be made in respect of the Common Shares or any other Junior
Shares. If'upon any liquidation, dissolution or winding up of the Company, whether voluntary or
involuntary, the assets to be distributed to the holders of the Series A Preferred Shares shall be
insufficient to permit the payment to such shareholders of the full Liquidation Preference, then all
of the assets of the Company shall be distributed ratably to the holders of the Series A Preferred
Shares, in proportion to the amounts that each would have been entitled to receive if the
Company's assets were suificient to permit distribution of the full Liquidation Preference. After
the distributions described above have been made, subject to the rights of other series of preferred
shares that may from time to time come into existence, the remaining assets of the Company
available for distribution to shareholders shall be distributed among the holders of Common
Shares pro rata based on the number of Common Shares held by each.

Section 4. Voting Rights.

(a) No Voting Rights Generally. Except as otherwise provided specifically herein
or required by law, holders of the Series A Preferred Shares shall not be entitled to vote together
with holders of Common Shares, inciuding with respect to the election of directors.

Page 2 of 5
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(b) Series A Preferred Shares Consent Required. For so long as any Series A

Preferred Shares are issued and outstanding, the affirmative vote or consent of the Majority
Holders given in person or by proxy either in writing (as may be permitted by law and the Articles
of Incorporation and By-laws of the Company) or at any special or annual meeting, shall be
necessary to permit, effect or validate the taking of any of the following actions by the Company,
whether such actions are effected directly or indirectly through another transaction:

6] amend its Articles of Incorporation or By-laws so as to affect adversely the
Series A Preferred Shares or any holder thereof, including without limitation, by
creating any series of preferred shares (or issuing any shares under any such series)
that is senior or pari passu in right of payment upon liquidation, in respect of
dividends, or otherwise, to the Series A Preferred Shares; or

(i) change the rights of the holders of the Series A Preferred Shares in any
other respect.

Section 5. Redemption.

(a) Redemption by the Company.

(i) To the extent funds are legally available therefor, on July 1, 2002 and on any
Business Day thereafier, the Company, at its option, may redeem at the Redemption
Price (as hereinafter defined) therefor all or any portion of the shares of Series A
Preferred Shares then issued and outstanding.

(i} The date on which shares of Series A Preferred Shares are redeemed pursuant
to this Section 3(a) is referred to herein as the “Redemption Date.” The redemption
price (the “Redemption Price”) for each outstanding Series A Preferred Share to be
redeemed pursuant to this Section 5(a) shall be the US$ 24,000 plus any accrued and
unpaid dividends.

(b) Shareholder Opticnal Redemption.

(1) On July 1, 2005 and on any Business Day thereafter, upon the request (the
"Special Redemption Request'") of any holder of Series A Preferred Shares, the
Company shall offer to redeem any or all of the outstanding Series A Preferred Shares
held by such holder thereof on a date not less than thirty (30) days nor more than
forty-five (45) days following the date of the Special Redemption Request (the date
of such required redemption being the "Special Redemption Date") for the Special
Redemption Price (as hereinafter defined). Thereupon, the Special Redemption Price
(as hereinafter defined) for such shares shall be payable in the manner provided below
to the order of the person whose name appears on such certificate or certificates as
the owner thereof, and each surrendered certificate shall be cancelled and retired. In
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the event less than all of the shares represented by any such certificate are redeemed,
a new certificate shall be issued representing the unredeemed shares. The "Special
Redemption Price" for each Series A Preferred Share being redeemed shall equal US$
20,000 plus accrued and unpaid dividends.

(ii) The Special Redemption Price shall be payable on the Special Redemption
Date in cash. Inthe event that the Company fails to pay the Special Redemption
Price on or prior to sixty (60) days from the date of the Special Redemption Request,
the Special Redemption Price shall increase during the period from the date of the
Special Redemption Request until paid in full to each accepting holder at a rate of ten
percent (10%) per annum, compounded quarterly.

(c) Payment of Redemption Price. Each payment of the Redemption Price or the
Special Redemption Price in accordance with this Section 5 shall be made to the holder of each
Series A Preferred Share being redeemed, upon surrender by such holder at the Company's
principal executive office of the certificate representing such Series A Preferred Share, duly
endorsed in blank or accompanied by an appropriate form of assignment.

(d) Redeemed Shares not to be Reissued. All Series A Preferred Shares redeemed
pursuant to this Section 5 shall be retired and cancelled and shall not thereafter be reissued.

(e) Amount of Shares Redeemed. The Company may acquire the Series A Preferred
Shares from time to time without redeeming or otherwise acquiring all or any other issued and
outstanding the Series A Preferred Shares.

(f) Notice of Redemption. Notice of the redemption of Series A Preferred Shares
pursuant to Section 5(a) hereof, specifying the time and place of redemption and the Redemption
Price, shall be mailed by certified or registered airmail, return receipt requested, or by international
courier, to each holder of record of shares to be redeemed, at the address for such holder shown
on the share records of the Company not less than ten (10) Business Days prior to the date on
which such redemption is to be made; provided, that neither failure to give such notice nor any
defect therein shall affect the validity of the proceeding for the redemption of any Series A
Preferred Shares to be redeemed. Such notice shall also specify the number of Series A Preferred
Shares of each holder thereof and the certificate numbers thereof which are to be redeemed. In
case less than all the Series A Preferred Shares represented by any certificate are redeemed, a new
certificate representing the unredeemed Series A Preferred Shares shall be issued to the holder
thereof without cost to such holder.

(g) Dividends After Redemption Date. Unless the Redemption Price is not made
available to the holder of a Series A Preferred Share, then from and after the Redemption Date,
such Series A Preferred Share shall not be entitled to any dividends accruing after such date, all
rights of the holder of such Series A Preferred Share as a shareholder of the Company by reason
of the ownership of such Series A Preferred Share shall cease, except the right to receive the
Redemption Price of such Series A Preferred Share upon the presentation and surrender of the
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certificate representing such Series A Preferred Share, and such Series A Preferred Share shall not
after such date be deemed to be outstanding for any purpose.

Section 6. Waivers. Upon the vote of the Majority Holders, voting as a class, the obligations
of the Company and the rights of the holders of the Series A Preferred Shares under any provision
of this Article may be waived (either generally or in a particular instance, either retroactively or
prospectively and either for a specified period of time or indefinitely). Upon the effectuation of
each such waiver, the Company shall promptly give written notice thereof to the holders of Series
A Preferred Shares who have not previously consented thereto in writing. By purchasing or
holding Series A Preferred Shares, each purchaser or holder thereof (including any transferee
thereof) shall be bound by any waiver effected in accordance with this Section 6, whether or not
the consent of such purchaser or holder was solicited or obtained.

Section 7. Notices. All notices and other communications required by the provisions of this
Article shall be in writing and shall be deemed to have been duly given if delivered in person or
sent by registered or certified airmail {return receipt requested) or recognized international
overnight delivery service, postage prepaid, to the Company at its principal executive offices or to
each holder of record at the address of such holder appearing on the books of the Company.
Notice so given shall, in the case of notice so given by mail, be deemed to be given and received
on the fourth calendar day after posting, in the case of overnight delivery service, on the date of
actual delivery and, in the case of notice so given by personal delivery, on the date of personal

delivery.
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TRUST AGREEMENT

TRUST AGREEMENT, dated as of [August 25], 2000 (the “Agreement”), by
and between Capco Reinsurance Company Ltd., a Barbados corporation (the “Grantor’™),
National Union Fire Insurance Company of Pittsburgh, Pa., a Pennsylvania corporation (together
with any successors thereto by operation of law, including, without limitation, any liquidator,
rchabilitator, receiver or conservator, the “Beneficiary”), and Citibank, N.A., a national banking
association organized and existing under the laws of the United States (the “Trustee™) (the
Grantor, the Beneficiary and the Trustee are hereinafter each sometimes referred to individually as
a “Party” and collectively as the “Parties”).

WHEREAS, the Grantor and the Beneficiary have entered into the reinsurance
agreement listed on Exhibit A hereto (the “Reinsurance Agreement”);

WHEREAS, the Beneficiary desires the Grantor to secure payments of all
amounts at any time and from time to time owing by the Grantor to the Beneficiary under or in
connection with the Reisurance Agreement;

WHEREAS, the Grantor desires to transfer to the Trustee for deposit to a trust
account (the “Trust Account™) Assets (as hereinafter defined) in order to secure payments under
or in connection with the Reinsurance Agreement and in order to permit the Beneficiary to take
credit on financial statements required to be filed with the Insurance Department of the
Commonwealth of Pennsylvania for liabilities ceded under the Reinsurance Agreement;

WHEREAS, the Trustee has agreed to act as Trustee hereunder, and in
accordance with the terms hereof], to hold such Assets in trust in the Trust Account for the sole
use and benefit of the Beneficiary in accordance with the provisions hereof: and

WHEREAS, this Agreement is made for the sole use and benefit of the
Beneficiary and for the purpose of setting forth the duties and powers of the Trustee with respect
to the Trust Account, and the Grantor’s and Beneficiary’s rights and obligations;

NOW, THEREFORE, for and in consideration of the premises and for other
good and valuable consideration, the receipt of which is hereby acknowledged, the Parties hereby
agree as follows:

Section 1. Deposit of Assets to the Trust Account.{tc \I1 "Section 1. Deposit of Assets to
the Trust Account.}

(@) The Grantor hereby establishes the Trust Account in the State of New
York and the Trustee hereby accepts the Trust Account herein created and declared upon the
terms provided herein and shall administer the Trust Account in the Grantor’s name as Trustee for
the Beneficiary. The Trust Account shall be subject to withdrawal by the Beneficiary as provided
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herein. The Trustee and its lawfully appointed successors are authorized and shall have power to
receive such cash, securities and property as the Grantor from time to time may transfer or remit
to or vest in the Trustee or place under the Trustee’s possession and control, and to hold, invest,
reinvest, manage and dispose of the same for the uses and purposes and in the manner and
according to the provisions hereinafter set forth. The Trustee shall receive and hold the Assets in
a safe place at an office of the Trustee in New York, New York.

(b) The Grantor shall transfer to the Trustee, for deposit to the Trust Account,
the Assets listed on Exhibit B hereto, and shall transfer to the Trustee, for deposit to the Trust
Account, such other assets as may from time to time be required by this Agreement (all such
assets actually received in the Trust Account are herein referred to individually as an “Asset” and
collectively as the “Assets™). The Assets shall consist only of Eligible Trust Assets (as hereinafter
defined).

(c) The Grantor hereby represents, warrants and covenants (i) that any Assets
transferred by the Grantor to the Trustee for deposit to the Trust Account will be in such form
that the Beneficiary whenever necessary may, and the Trustee upon direction by the Beneficiary
will, negotiate any such Assets without consent or signature from the Grantor or any other
Person; (1) that all Assets transferred by the Grantor to the Trustee for deposit to the Trust
Account shall consist only of Eligible Trust Assets; and (iii) that the Grantor will transfer
sufficient additional Assets at least equal to 102% of the Grantor’s Obligations (as hereinafier
defined) upon demand.

(d) All assets in the Trust Account shall be valued at their current fair market
value in U.S. dollars as determined by the Trustee in its sole discretion exercised in a reasonable
manner.

(e) The Trustee shall have no responsibility to determine whether the Assets in
the Trust Account are sufficient to secure the Grantor’s Obligations under the Reinsurance
Agreement. The Beneficiary’s determination of the sufficiency of the Assets is final and binding
on all Parties.

Section 2,  Withdrawal of Assets from the Trust Account.{tc \11 "Section 2. Withdrawal
of Assets from the Trust Account.}

(a) Without notice to the Grantor, the Beneficiary, shall have the right, at any
time and from time to time, to withdraw from the Trust Account, upon written notice to the
Trustee delivered to the Trustee at the address indicated in Section 19 (and, as a matter of legal
right, at the Trustee’s principal office in the United States) (the “Withdrawal Notice™) such Assets
or amounts as are specified in such Withdrawal Notice. The Withdrawal Notice may designate a
third party (the “Designee”) to whom Assets or amounts specified therein shall be delivered. The
Beneficiary need present no statement or document in addition o a Withdrawal Notice in order to
withdraw any Assets; nor is such right of withdrawal or any other provision of this Agreement
subject to any conditions or qualifications not contained in this Agreement.
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() Upon receipt of a Withdrawal Notice from the Beneficiary, the Trustee
shall immediately take any and all steps necessary to transfer, absolutely and unequivocally, all
right, title and interest to the Assets or amounts specified in such Withdrawal Notice and shall
deliver such Assets or amounts to or for the account of the Beneficiary or such Designee as
specified in such Withdrawal Notice. The Trustee shall be protected in relying upon any written
demand, instruction, direction, acknowledgment, statement, notice, resclution, request, consent,
order, certificate, report, appraisal, opinion, telegram, cablegram, facsimile, radiogram, letter, or
other communication (collectively, “Communications™) of the Beneficiary for any such
withdrawal. The Beneficiary shall execute a receipt evidencing the delivery of Assets or amounis
when required in the normal and customary transaction of the business of banking,

() Except as provided in Section 4(a), the Trustee shall allow no withdrawal
of Assets except on written instructions from the Beneficiary for each individual withdrawal at the
time the withdrawal is executed.

(d) Without limiting any other provision of this Agreement, the Trustee shall
have no responsibility whatsoever to determine that any Assets withdrawn from the Trust
Account pursuant to this Section 2 will be used and applied in the manner contemplated by
Section 3 of this Agreement.

Section 3. Application of Assets.{tc\l] "Section 3.  Application of Assets.}

The Beneficiary hereby covenants to the Grantor that it shall use and apply any
withdrawn Assets, without diminution because of the insolvency of the Beneficiary or the
Grantor, for the following purposes only:

(D to pay or reimburse the Beneficiary regarding any losses and allocated loss
expenses paid or incurred by the Beneficiary but not recovered from the Grantor, for unearned
premiums due to the Beneficiary, or to secure losses incurred but not reporied, if not otherwise
paid by the Grantor in accordance with the terms of the Reinsurance Agreement;

(if) where the Beneficiary has received a Termination Notice (as hereinafter
defined) pursuant to Section 10 of this Agreement and where all of the Grantor’s Obligations have
been liquidated or discharged ten days prior to the Termination Date (as hereinafier defined), to
make payment to the Grantor of any amounts held in the Trust Account; and

(iii)  where the Beneficiary has received a Termination Notice pursuant to
Section 10 of this Agreement and where all or any part of the Grantor’s Obligations remain
unliquidated and undischarged ten days prior to the Termination Date, to withdraw Assets equal
to such Obligations and deposit such amounts in a separate account, in the name of the
Beneficiary in any Qualified United States Financial Institution (as hereinafter defined), apart from
its other assets, in trust for the uses and purposes specified in subparagraph (i) of this section as
may remain executory after such withdrawal and for any period after such Termination Date. The
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relative rights and obligations of the Grantor and the Beneficiary under this Agreement shall apply
to any “separate account” established pursuant to this subparagraph (iii).

Section 4, Redemption, Investment and Substitution of Assets.{tc \I1 "Section 4.
Redemption, Investment and Substitution of Assets.}

(a) Upon call or maturity of a Trust Asset, the Trustee may withdraw the
Asset without the consent of the Beneficiary if the Trustee provides notice to the Beneficiary,
liquidates or redeems the Asset, and the proceeds are paid to the Trust Account no later than five
days afier the liquidation or redemption of the Asset.

b) The Beneficiary may appoint an investment manager (the “Investment
Manager’)} with respect to the Trust Account. The Trustee is authorized to act upon any
Communications concerning the investment, reinvestment, or substitution of securities (each, an
“Investment Order™) received from the Investment Manager to the same extent that the Trustee
would act upon an Investment Order of the Beneficiary, provided that the Trustee has received
written evidence of the Investment Manager’s appointment by Beneficiary, written confirmation
from the Investment Manager evidencing its acceptance of such appointment, and written
certification from the Investment Manager of the names of individuals authorized to give
instructions with respect to the Trust Account, together with specimen signatures of those
persons.

{c) Except as provided in Section 4(a), the Trustee shall allow no substitution
or reinvestment of Assets except on written instructions from the Beneficiary for each individual
substitution or reinvestment at the time the substitution or reinvestment is executed. From time to
time, the Grantor may request that the Beneficiary give such written instructions to the Trustee,
subject to the Beneficiary’s sole and absolute discretion to reject such request. The Trustee shall
have no responsibility whatsoever to determine the value of such substituted or reinvested
securities or that such substituted or reinvested securities constitute Eligible Trust Assets. The
Beneficiary’s prior written approval of such substitution or reinvestment shall be deemed to
approve such substituted or reinvested securities as Eligible Trust Assets.

{d) The Beneficiary and the Grantor agree that all investments and
substitutions of securities referred to in paragraph (c) of this Section 4 shall be in compliance with
the relevant provisions of the Pennsylvania Insurance Law, as set forth in the definition of
“Eligible Trust Assets” i Section 13 of this Agreement. The Trustee shall have no responsibility
whatsoever to determine that any Assets in the Trust Account are or continue to be Eligible Trust
Assets. The Trustee, based upon Investment Orders from the Investment Manager or the
Beneficiary if no Investment Manager is appointed, shall execute Investment Orders and settle
securities transactions by itself or by means of an agent or broker (provided that such securities
shall ultimately be held only by the Trustee and not by such agent or broker). The Trustee shall
not be responsible for any act, error or omission, or for the solvency, of any Investment Manager,
agent or broker unless such act, error or omission is the result, in whole or in part, of the
Trustee’s negligence, willful misconduct or lack of good faith. The Trustee shall not be
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responsible for any Loss (as hereinafter defined) suffered by the Beneficiary or the Grantor due to
the insolvency of any agent or broker unless the Trustee negligently, willfully or with lack of good
faith chooses the agent or broker,

(e) Any loss, liability, claim or damage paid or incurred (“Loss) from any
investment, reinvestment or substitution pursuant to the terms of this Agreement shall be borne
exclusively by the Trust Account other than a Loss due to the Trustee’s own negligence, willfuf
misconduct or lack of good faith. Without limiting any other provision herein, the Trustee shall
not be liable for any Loss due to changes in market rates or penalties for early redemption. Other
than the execution of an Investment Order, as provided herein, the Trustee shall not be required
to take any action with respect to the invesiment or reinvestment of the Assets.

Section 5. The Income Account.{tc \I1 "Section 5. The Income Account.}

{a) All payments of interest or dividends actually received in respect of Assets
in the Trust Account shall be deposited by the Trustee in a separate account (the “Income
Account”) established and maintained by the Trustee at an office of the Trustee in New York,
New York.

(b In the event that the Trustee has not been paid in accordance with Section
8(a) within 90 days of the receipt by the Beneficiary of an invoice from the Trustee therefor, the
Trustee may deduct its unpaid compensation and expenses from the Income Account. If all of the
Trustee’s compensation and expenses have been paid, the Trustee shall transfer such funds in the
Income Account into the Trust Account. Such transferred finds shall then become principal and
part of the Trust Account.

(c) From time to time, the Trustee may elect, but shall not be required to,
credit the Income Account with the amount of interest and dividends due in respect of Assets in
the Trust Account before actually receiving such payments from a payor, Depository (as
hereinafter defined), broker or other agent. Any such crediting shall be at the Grantor’s sole risk,
and the Trustee shall be authorized to reverse any such credit in the event it does not receive good
funds from such payor, Depository, broker or other agent. The Trustee shall not be required to
enforce collection by legal means or otherwise of any such payment, but shall use reasonable
diligence to make all such collections as may be affected in the ordinary course of business.

Section 6, Right to Vote Assets.{tc \I] "Section 6. Right to Vote Assets.}

The Trustee will forward all annual and interim stockholder reports and all proxies
and proxy materials relating to the Assets in the Trust Account to the Grantor. The Grantor or its
designee shall have the full and unqualified right to vote any Assets in the Trust Account. The
Grantor agrees that it shall not knowingly allow the value of the Assets to fall below 102% of
Grantor’s Obligations due to a vote of an Asset.
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Section 7. Additional Rights and Duties of the Trustee.{tc \l1 "Section 7. Additional
Rights and Duties of the Trustee.}

(a) The Trustee shall notify the Grantor and the Beneficiary in writing within
ten days following each deposit to or withdrawal from the Trust Account,

(b) Before accepting any Asset for deposit to the Trust Account, the Trustee
shall determine that such Asset is in such form that the Beneficiary whenever necessary may, or
the Trustee upon direction by the Beneficiary may, negotiate such Asset without consent or
signature from the Grantor or any other Person.

(c) The Trustee may deposit any Assets in the Trust Account in a book-entry
account maintained at a Federal Reserve Bank or in depositories such as the Depository Trust
Company and the Participants Trust Company (the Federal Reserve Bank and such other
depositories being referred to herein as “Depositories”™).

()] The Trustee shall accept and may open all mail directed to the Grantor or
the Beneficiary in care of the Trustee. The Trustee shall forward all mail to the addressee whether
or not opened.

(e) The Trustee shall furnish to the Grantor and the Beneficiary a statement of
all Assets in the Trust Account upon the inception of the Trust Account and within 15 days of the
end of each calendar quarter thereafter.

69) The Trustee shall keep full and complete records of the administration of
the Trust. Upon the reasonable request of the Grantor or the Beneficiary, the Trustee shall
promptly permit the Grantor, the Beneficiary or their respective agents, employees or independent
auditors to examine, audit, excerpt, transcribe and copy, at a location in New York, New York, at
their own expense, during the Trustee’s normal business hours any books, documents, papers and
records relating to the Trust Account or the Assets.

(2) The Trustee is authorized to follow and rely upon all Communications
(including, without limitation, Investment Orders, Withdrawal Notices and Termination Notices),
given by officers, agents and/or employees named in letters and incumbency certificates furnished
to the Trustee from time to time by the Grantor, the Beneficiary or the Investment Manager,
respectively, and by attorneys-in-fact acting under written authority furnished to the Trustee by
the Grantor, the Beneficiary or the Investment Manager (collectively “Instructions”) including,
without limitation, Instructions given by letter, facsimile transmission or electronic media, if the
Trustee reasonably believes such Instructions to be genuine and to have been signed, sent or
presented by the proper party or parties. The Trustee shall not incur any liability to anyone
resulting from actions taken by the Trustee in reliance in good faith on such Instructions. The
Trustee shall not incur any liability in executing Instructions prior to receipt by it of (i) notice of
the revocation of the written authority of the individual(s) named therein, or (i) notice from any
officer, agent or employee of the Grantor, the Beneficiary or the Investment Manager named in a
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letter or incumbency certificate delivered hereunder prior to receipt by it of a more current
certificate.

(h) The duties and obligations of the Trustee shall only be such as are
specifically set forth in this Agreement, as it may from time to time be amended in accordance
with the terms hereof, and no implied duties or obligations shall be read into this Agreement
against the Trustee. The Trustee shall be liable only for its own negligence, willfl misconduct or
lack of good faith.

® No provision of this Agreement shall require the Trustee to take any action
which, in the Trustee’s reasonable judgment, would result in any violation of this Agreement or
any provision of applicable law.

{)) In relation to matters arising under this Agreement, the Trustee may confer
with reputable counsel, experienced in the type of transactions contemplated by this Agreement
and selected by it after consultation with the Grantor and the Beneficiary, and shall, upon demand,
be indemnified and held harmless from and against any and all Losses by the Grantor hereunder
for any actions taken, omitted or suffered by it in connection with this Agreement or under any
transaction contemplated hereby in good faith without negligence or wiltful misconduct and in
accordance with the opinion of such counsel. The opinion of such counsel shall be full and
complete authority and protection for the Trustee with respect to any action taken, suffered or
omitted by it in good faith and in accordance with the opinion of such counsel, other than with
respect to the withdrawal of Assets by the Beneficiary.

(k) Whenever, in the administration of the Trust Account created by this
Agreement, the Trustee shall reasonably deem it necessary or desirable that a matter be proved or
established prior to taking, suffering or omitting any action thereunder, subject to the requirement
of reasonableness, good faith and lack of negligence and willful misconduct, such matter (unless
other evidence in respect thereof be herein specifically prescribed) may be deemed to be
conclusively proved and established by a statement or certificate signed by or on behalf of the
Grantor and/or the Beneficiary and delivered to the Trustee and such certificate shall be full
warrant to the Trustee for any action taken, suffered or omitted by it on reliance thereon, subject
to this paragraph, but in its discretion exercised in a reasonable manner, the Trustee may in lieu
thereof accept other evidence of the fact or matter or may require such other or additional
evidence as it may deem reasonable.

1)) Notwithstanding anything to the contrary provided herein, the Trustee is
not responsible for any Losses resulting from reasons or causes beyond its control, including,
without limitation, nationalization, expropriation, currency restrictions, acts of war, terrorism,
insurrection, revolution, civil unrest, riots or strikes, nuclear firsion or fission or acts of God.

(m)  The Parties acknowledge that nothing in this Agreement shall obligate the
Trustee to extend credit, grant financial accommodation or otherwise advance moneys for the
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purpose of making any payments or part thereof or otherwise carrying out any Instructions,
including, without limitation, any Investment Order.

(n) The Trustee hereby indemnifies the Grantor and the Beneficiary for, and
holds them harmiess against, any Losses (including reasonable attorneys’ fees and expenses and
reasonable consulting and accountants’ fees and expenses) incurred or paid, arising out of or in
connection with the Trustee’s negligence, willful misconduct or lack of good faith in the
performance of its duties and obligations under this Agreement, including, without limitation, any
Loss arising out of or in connection with the status of the Trustee as the holder of record of any
or all of the Assets. The Trustee hereby acknowledges that the foregoing indemnities shall
survive the resignation of the Trustee and the termination of this Agreement.

Section 8. The Trustee’s Compensation, Expenses and Indemnification. {tc \l1 "Section

8. The Trustee's Compensation, Expenses and Indemnification,}

(a) The Beneficiary, upon receipt of an invoice from the Trustee and without
offset to the Beneficiary’s interest, (i) shall pay the Trustee, as compensation for its services
under this Agreement, a fee computed at rates determined by the Trustee from time to time and
communicated in writing to the Beneficiary and (ii) shall pay or reimburse the Trustee for all of
the Trustee’s expenses and disbursements in connection with its duties under this Agreement
(including reasonable attorneys’ fees and expenses and reasonable accounting and consuiting fees
and expenses), except any such expense or disbursement as may arise from the Trustee’s
negligence, willful misconduct or lack of good faith.

(b) The Grantor hereby indemnifies the Trustee for, and holds it harmless
against, any Losses (including reasonable attorneys’ fees and expenses and reasonable consulting
and accountants’ fees and expenses) incurred or paid (other than as a result of Trustee’s
negligence, willful misconduct or lack of good faith), arising out of or in connection with the
performance of its duties and obligations under this Agreement, including, without limitation, any
Loss arising out of or in connection with the status of the Trustee as the holder of record of any
or all of the Assets. The Grantor hereby acknowledges that the foregoing indemnities shall
survive the resignation of the Trustee or the termination of this Agreement and hereby grants the
Trustee a lien, right of set-off and security interest in the funds in the Income Account for the
payment of any claim for indemnity hereunder,

(c) No Assets shall be withdrawn from the Trust Account or used in any
manner for paying compensation to, or reimbursement or indemnification of, the Trustee.

Section 9. Resignation or Removal of the Trustee.{tc \I11 "Section 9. Resignation
or Removal of the Trustee.}

(a) The Trustee may resign at any time by giving not less than 90 days’ written
notice thereof to the Beneficiary and to the Grantor. The Grantor or the Beneficiary also may
remove the Trustee at any time, without assigning any reason therefore, on 90 days’ prior written
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notice thereof to the Trustee. Any such resignation or removal shall become effective on the
acceptance of appointment by a successor trustee and the transfer to such successor trustee of all
Assets in the Trust Account in accordance with paragraph (b) of this Section 9.

) Upon receipt of the Trustee’s notice of resignation, the Grantor and the
Beneficiary shall promptly appoint a successor trustee. Upon receipt by the Trustee of the notice
of removal, the Trustee shall forward a copy of such notice to the Grantor and the Beneficiary and
the Grantor and the Beneficiary shall promptly appoint a successor trustee. Any successor trustee
shall be a Qualified United States Financial Institution. Upon the acceptance of the appointment
as trustee hereunder by a successor trustee, such successor trustee shall succeed to and become
vested with all the rights, powers, privileges and duties of the Trustee, and the Trustee shall be
discharged from any future duties and obligations under this Agreement (other than the
indemnification contained in Section 7(n)), but the Trustee shall continue after its resignation to
be entitled to the benefits of the indemnities provided herein for a Trustee.

Section 10.  Termination of the Trust Account.{tc \I1 "Section 10.  Termination of the
Trust Account.}

(a) The Trust Account and this Agreement, except for the indemnities
provided herein, which shall survive termination, may be terminated only after (i) the Grantor or
the Beneficiary has given the Trustee written notice of its intention to terminate the Trust
Account (the “Notice of Intention™), and (ii) the Trustee has given the Grantor and the
Beneficiary the written notice specified in paragraph (b) of this Section 10. The Notice of
Intention shall specify the date on which the notifying Party intends the Trust Account to
terminate (the “Proposed Date™).

(b) Within ten Business Days following receipt by the Trustee of the Notice of
Intention, the Trustee shall give written notification (the “Termination Notice™) to the Beneficiary
and the Grantor of the date (the “Termination Date™) on which the Trust Account shall terminate,
The Termination Date shall be (1) the Proposed Date (or if not a Business Day, the next Business
Day thereafter), it the Proposed Date is at least 30 days but no more than 45 days subsequent to
the date the Termination Notice is given; (ii) 30 days subsequent to the date the Termination
Notice is given (or if not a Business Day, the next Business Day thereafter), if the Proposed Date
is less than 30 days subsequent to the date the Termination Notice is given; or (i) 45 days
subsequent to the date the Termination Notice is given (or if not a Business Day, the next
Business Day thereafier), if the Proposed Date is more than 45 days subsequent to the date the
Termination Notice is given.

(c) On the Termination Date, upon receipt of written approval of the
Beneficiary, the Trustee shall transfer to the Grantor any Assets remaining in the Trust Account,
at which time all duties and obligations of the Trustee with respect to such Assets shall cease.
Until such Assets have been so transferred, the Beneficiary may withdraw Assets necessary to
secure 102% of the Obligations and deposit the Assets into an account of the Beneficiary pending
payment of the Obligations as they mature.
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(d) The Grantor shall not terminate the Trust Account or this Agreement on
the basis of the insolvency of the Beneficiary,

Section 11.  Qualified United States Financial Institution._{tc \[1 "Section 11.
Qualified United States Financial Institution}

The Trustee represents and warrants to the Grantor and the Beneficiary that it is a
Qualified United States Financial Institution.

Section 12.  Definitions.{tc \I1 "Section 12. Definitions.}

Except as the context shall otherwise require, the following terms shall have the
following meanings for all purposes of this Agreement (the definitions to be applicable to both the
singular and the plural forms of each term defined if both such forms of such term are used in this
Agreement):

The term “Affiliate” shall mean a Person that, directly or indirectly through one or
more Persons, controls or is controlled by, or is under common control with, another Person.

The term “Business Day” shall mean any day on which the office of the Trustee in
New York, New York is open for business.

The term “control” (including the related terms “controlling,” “controlled by™ and
“under common control with™) shall mean the possession by a Person, directly or indirectly, of the
power to direct or cause the direction of the management and policies of another Person, whether
through the ownership of voting securities, by contract (other than a commercial contract for
goods or non-management services), or otherwise, unless the power is the result of an official
position with or corporate office held by such Person. Control shall be presumed to exist if any
person, directly or indirectly, owns, controls, holds with the power to vote, or holds proxies
representing, 10% or more of the voting securities of another Person; provided, that this
presumption may be rebutted by a showing that control does not exist in fact,

The term “Eligible Trust Assets” shall mean cash (United States legal tender) and
other investments that meet both of the following criteria: (a) the investments are of the types
specified in PA. STAaT. ANN. tit. 40 § 442.1(b); and (b) the investments have not been issued by a
Parent, a Subsidiary or an Affiliate of the Grantor or the Beneficiary.

The term “Obligations” shall mean, with respect to the Reinsurance Agreement, (a)
losses and allocated loss expenses paid by the Beneficiary, but not recovered from the Grantor,

(b) reserves for losses reported and outstanding, (c) reserves for losses incurred but not reported,
(d) reserves for allocated loss expenses and (&) reserves for uneamed premiums.

10
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The term “Parent™ shall mean a Person that controls, directly or indirectly, another
Person.

The term “Pennsylvania Insurance Law” shall mean The Insurance Company Law
of 1921 of the Commonwealth of Pennsylvania, as amended (PA. STAT. ANN. tit. 40 §§ 341-
991.1718), and the rules and regulations promulgated thereunder from time to time.

The term “Person” shall mean and include an individual, a corporation, a limited
liability company, a partnership, an association, a joint stock company, a trust, an ynincorporated
organization, or any similar entity or any combination of the foregoing acting in concert.

The term “Qualified United States Financial Institution” shall mean a Person that is

a “qualified United States financial institution” under and as defined in 31 PA. CODE § 163.1
promulgated under the Pennsylvania Insurance Law, and (b) is not a Parent, a Subsidiary or an
Affiliate of the Grantor or the Beneficiary.

The term “Subsidiary” shall mean a Person that is controlled, directly or indirectly,
by another Person.

Section 13. Governing Law; Compliance with Regulations; Venue.{tc \I1 "Section 13.
Governing Law: Compliance with Regulations: Venue.}

This Agreement shall be governed by and construed in accordance with the laws of

the State of New York. The Parties acknowledge that the Beneficiary is domiciled in the
Commonwealth of Pennsylvania. The Parties desire that the terms of this Agreement and the
operation of the Trust Account are at all times in compliance with the relevant provisions of the
Pennsylvania Insurance Law {including, without limitation, Title 31, Chapter 163 of the
Regulations of the Pennsylvania Insurance Department) and this Agreement shall be interpreted
accordingly. The Trustee agrees, for the benefit of the other Parties (including, without
limitation, any liquidator, rehabilitator, receiver or conservator and any successor, merged or
consolidated entity), that the federal and state courts located in the State of New York, New
York County, shall have exclusive jurisdiction to hear and determine any suit, action or
proceeding, and to settle any disputes, which may arise ocut of or in connection with this
Apreement.

Section 14.  Successors and Assigns.{tc \i1 "Section 14. Successors and Assigns.}

No Party may assign this Agreement or any of its obligations hereunder without
the prior written consent of the other Parties; provided, however, that this Agreement shail inure
to the benefit of and bind those who, by operation of law, become successors to the Parties,
including, without limitation, any liquidatar, rehabilitator, receiver or conservator and any
successor, merged or consolidated entity, and provided, further, that, in the case of the Trustee,
the successor trustee is eligible to be a trustee under the terms hereof,

11
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Section 15.  Severability.{tc \I1 "Section 15. Severability.}

In the event that any provision of this Agreement shall be declared invalid or
unenforceable by a court having jurisdiction, such invalidity or unenforceability shall not effect the
validity or enforceability of the remaining portions of this Agreement.

Section 16.  Entire Agreement.{tc \l1 "Section 16. Entire Agreement.}

This Agreement constitutes the entire agreement among the Parties, and there are
no understandings or agreements, conditions or qualifications relative to this Agreement which
are not fully expressed in this Agreement.

Section 17, Amendments.{tc\l1 "Section 17. Amendments.}

This Agreement may be modified or otherwise amended, and the observance of
any term of this Agreement may be waived, only if such modification, amendment or waiver is in
writing and signed by all of the Parties, and such modification is in compliance with all applicable
law, including, without limitation, the Pennsylvania Insurance Law.

{tc \l1 "}Section 18. Notices, etc.{tc \11 "Section 18. Notices. etc.)

Unless otherwise provided in this Agreement, all Communications (including,
without limitation, any Investment Orders or Instructions) required or permitted to be given or
made under the terms hereof shall be in writing and shall be deemed to have been duly given or
made (a) (1) when delivered personally, (ii) when made or given by facsimile or electronic mail, or
(ix1) in the case of International Priority Mail or Federal Express, upon the expiration of three days
after any Communication shall have been deposited in International Priority Mail or Federal
Express for transmission or upon receipt thereof, whichever shall first occur and (b) when
addressed as follows:

If the Grantor:

Capco Reinsurance Company Ltd.
Chelston Park, Building No.2
Collymare Rock, St Michael
Barbados

Attention: Mr, Martin Hole

Fax: (246) 429 8517

If the Beneficiary:

National Union Fire Insurance

Company of Pittsburgh, Pa.
70 Pine Street - 3rd Floor

12
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New York, NY 10270
Attention: Jeff Schattin
Fax: (212) 509-7059

With a copy to (for all Communications
other than Investment Orders and Instructions):

American International Companies®

160 Water Street - 24th Floor

New York, NY 10038

Attention: General Counsel, Domestic Brokerage Group
Fax: (212) 820-4504

If to the Trustee;

[Citibank, IN.A.

Insurance Trust Unit

111 Wall Street

14th Floor, Zone 20

New York, NY 10043
Attention: Peter von Kaufinann
Facsimile: (212) 657-2674]

Each Party may from time to time designate a different address for Communications (including,
without limitation, Investment Orders) by giving written notice of such change to the other
Parties; provided. however, that each Party shall at all times be entitled to give all
Communications to the Trustee at its principal office in the United States. All Communications
relating to the withdrawal, redemption, substitution or reinvestment of Assets and to the
termination of the Trust Account shall be in writing.

Section 19. Headings.{ic \l1 "Section 19. Headings.}

The headings of the sections and the Table of Contents have been inserted for
convenience of reference only, and shall not be deemed to constitute a part of this Agreement.

Section 20.  Counterparis.{tc \I1 "Section 20. Counterparts.}
This Agreement may be executed in any number of counterparts, each of which
when so executed and delivered shall constitute an original, but such counterparts together shall

constitute one and the same Agreement.

[SIGNATURE PAGES FOLLOW)]

13
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IN WITNESS WHEREOQTF, the Parties hereto have caused this Agreement to be
executed and delivered by their respective officers thereunto duly authorized as of the date first
above written.

CAPCO REINSURANCE COMPANY LTD.

By:

Name:
Title:

NATIONAL UNION FIRE INSURANCE
COMPANY OF PITTSBURGH, PA.

By:

Name:
Title:

CITIBANK, N.A.

By:

Name:
Title:

L 14 Trust Agreement July 31
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EXHIBIT A
REINSURANCE AGREEMENT

Aggregate Loss Ratio Agreement, dated as of January 1st, 2000, by and between National Union
Fire Insurance Company of Pittsburgh, PA. and Capco Reinsurance Company Ltd.

114 Trust Agreement July 31
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EXHIBIT B

ASSETS DEPOSITED TO THE TRUST ACCOUNT

Amounts per Article XVIII of the Reinsurance Agreement.

114 Trust Agreement July 31
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INVESTMENT MANAGEMENT AGREEMENT
dated as of [ August 25], 2000
by and among
CAPCO REINSURANCE COMPANY LTD.
as Grantor,
NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.,
as Beneficiary,
and

AIG GLOBAL INVESTMENT CORP. (IRELAND) LIMITED
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INVESTMENT MANAGEMENT AGREEMENT

This investment management agreement (this “Agreement™) is dated as of [August
14], 2000 by and between: '

(1) Capco Reinsurance Company Ltd., a corporation organized under the laws of
Barbados (the “Grantor™),

) National Union Fire Insurance Company of Pittsburgh, Pa., an insurance
corporation organized under the Taws of the Commonwealth of Pennsylvania, (the “Beneficiary’), and

3) AIG Global Investment Corp. (Ireland) Limited, a corporation organized under
the laws of Ireland and having its registered office at AIG House, Mermion Road, Dublin 4, Ireland
(the “Company™).

WITNESSETH:

WHEREAS, Citibank, N.A. (the “Trustee”) currently acts as a trustee to the
2000 Auto Warranty Aggregate Loss Ratio Trust pursuant to a Trust Agreement (the “Trust
Agreement”), dated as of [August 25], 2000, by and among the Grantor, the Trustee and the
Beneficiary.

WHEREAS, the Trust was created to provide collateral for the obligations of the
Grantor under the reinsurance agreement listed in Exhibit A (the “Reinsurance Agreement™),
specifically for the purpose of establishing a trust account (the “Trust Account”} under New York
Insurance Law and Pennsylvania Insurance Law securing the Grantor's obligations to the Beneficiary
under the Reinsurance Agreement;

WHEREAS, the Company is engaged in the business of rendering investment advisory
and management services and is willing to provide such services to the Trustee in respect of the Trust
Account; and

WHEREAS, as provided for in the Trust Agreement, the Beneficiary, by letter dated
[August 14], 2000, informed the Trustee that it retained the Company to provide investment and
advisory management services to the Trustee in respect of the Trust Account and other assets from
time to time contained in the Trust Account, subject to the terms and conditions set forth below.

NOW, THEREFORE, the parties to this Agreement, intending to be legally bound
hereby, agree as follows:

1. Interpretation

In this Agreement, “Affiliate” means any holding company or subsidiary of the
relevant party or any other subsidiary of such a holding company. For purposes of this Agreement, the

AlG-H 00042697

AlG-H00042697



Confidential

terms “subsidiary” and “holding company” shall have the respective meanings given to them by
section 155 of the Companies Act of 1963,

2, Appointment

21.  The Grantor and the Beneficiary hereby appoint the Company, and the
Company hereby accepts the appointment, as investment manager to the Trust and as its agent and
attorney in-fact to exercise the investment discretion described below with respect to the Trust
Account and with respect to the cash, securities or other property as may from time to time be
contained in the Trust Account. The Trust Account shall be held in the custody of the Trustee named
in Exhibit B (the “Trustee”) or any successor Trustee appointed pursuant to the Trust Agreement.

2.2 The Company may appoint any person, firm or corporation to act as sub-
investment manager to assist the Company in the performance of its obligations under this Agreement.
Fees of any such sub-investment manager shall be paid by the Company.

2.3.  Subject to the terms of the Trust Agreement, any cash, securities or other
property transferred to the Company by the Grantor or the Beneficiary shall, in the absence of express
instructions to the contrary, form part of the Trust Account. Any income derived from the Trust
Account, any monies resulting from disposal or redemption of securities or other property forming part
of the Trust Account and any securities or other property purchased out of any such proceeds shall be
added to and thereafier form part of the Trust Account.

2.4.  Subject to the other provisions of this Agreement, the Grantor warrants that it
is and shall during the continuance of this Agreement remain the beneficial owner of the Trust Account
free of all liens, charges, options and third party rights whatsoever, other than those arising under the
Trust Agreement.

3. Custody

3.1.  Subject to Section3.2, all funds and assets arising hereunder, together with
any securities or other property purchased or acquired pursuant to this Agreement, shall be deposited
with the Trustee for safekeeping.

3.2.  Notwithstanding the foregoing, subject to all necessary or desirable consents of
any relevant authorities, the Company or the Trustee may give effect to their obligations hereunder by
depositing securities or other investments held or acquired pursuant to this Agreement with U.S.
Depositories such as the Depository Trust Company and the Participants Trust Company.

3.3.  As the parties may request from time to time, registered securities will be
registered in the name of the Trust or the Trustee.

4. Scope of Authorization

4.1.  The Grantor and the Beneficiary hereby authorize thé Company to mvest and
re-invest, and vary the investment of, the Trust Account and any part thereof in accordance with the
guidelines specified in Exhibit B and as may be communicated by written instructions of the Beneficiary
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to the Company from time to time, but otherwise at the complete and absolute discretion of the
Company; provided, however, that the investment and disposition of the Trust's property shall at all
times be in accordance with the terms of the Trust Agreement. The Beneficiary shall furnish the
Company with a certified copy of any resolution authorizing any person to give instructions to the
Company, and the Company shall be entitled to accept such resolution as conclusive evidence of that
person’s authority to give such instructions to the Company.

42 The Company shall make all decisions conceming any purchases, sales,
conversion privileges, subscription rights or other options with respect to the Trust Account, in each
case in accordance with the investment policy and/or investment guidelines set out in Exhibit B and in
each case in accordance with the terms of the Trust Agreement.

4.3.  The Company shall deliver securities or other property, make payments or
otherwise transfer any part of the Trust Account only on the express instructions of the Beneficiary
received in writing or by tested telex or facsimile.

4.4.  The authorities herein contained are continuing ones and shall remain in full
force and effect until revoked by termination of this Agreement, which termination will not affect any
transaction entered into prior to the date on which such termination took effect.

4.5. The Company may sell or purchase investments which are included in, or
intended to become part of, the Trust Account as part of a larger transaction or series of transactions in
which other persons are interested only if the terms of such purchase or sale are, in the Company's
reasonable opinion, fair and equitable, and where the Company deals on behalf of the Trust and other
persons as part of a larger transaction, or in a transaction not specifically allocated to the Trust at the
time of dealing, the transaction shall be identified in the Company's records on the day of dealing as
being expressly, wholly or to a specified extent for the benefit of the Trust and is to be accordingly
allocated to the Trust, and the price paid or received, being that price agreed in the original transaction,
shall be recorded in the Company's records on the day of dealing,

4.6,  Nothing contained in this Agreement shall prevent the Company or any of its
Affiliates from engaging in other businesses or rendering services of any kind to any other person or
entity. In connection therewith, the Company and its Affiliates may, without limitation:

(a) receive fees for services rendered to any of the issuers of securities
held m the Trust Account;

(b) be retained to provide services to the Trustee, the Grantor, the
Beneficiary or any of their respective Affiliates in addition to any services provided pursuant to
this Agreement;

(c) transact in and/or hold the capital stock of the Trustee, the Grantor,
the Beneficiary or any of their respective Affiliates; and

(d) transact in and/or hold the capital stock of any of the issuers of
securities held in the Trust Account.
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4.7.  Trust Account investments and reinvestments may differ from those made or
recommended with respect to other clients, including investment companies, even though the
investment objectives may be the same or similar. The Company shall not be lable for such differences
as exist between Trust Account investments or reinvestments and investments or reinvestments made
or recommended with respect to other clients of the Company.

5. Reporting

At least once each month, the Company shall provide the Grantor with a report (with
duplicate copies to the Trustee and the Beneficiary) as described in Exhibit B, paragraph III. 10. The
Company shall maintain appropriate records of all its activities hereunder and shall make such records
available to the Grantor, the Trustee, the Beneficiary and/or any of their respective agents as they may
reasonably request.

6. Fees

As remuneration for the services provided under this Agreement, the Beneficiary shall
pay or cause to be paid to the Company the fees set out in Exhibit B. The fees shall be paid each
month in arrears. The book value of the invested assets of the Trust Account, on which the fees are
based, shall be determined by the Company at the close of business on the last day of the preceding
billing pericd.

7. Representations and Warranties

7.1 Each of the Grantor and the Beneficiary hereby individually and for itself
represents and warrants to the Company as follows:

(a) it is a corporation duly organized, validly existing and in good standing
under the laws of its jurisdiction of incorporation and has the corporate power and corporate authority
to own its assets and to transact the business in which it is now engaged;

(b) it has the corporate power and corporate authority to execute and
deliver this Agreement and to perform its obligations hereunder, and this Agreement has been duly
authorized, executed and delivered by it and constitutes a legal, valid and binding obligation of it
enforceable against the it in accordance with its terms;

(c) No consent of any person, including, without limitation, any of its
stockholders or creditors, and no licence, permit, approval or authorization of, exemption by, notice or
report to or registration, filing or declaration with any governmental authority is required by it in
connection with the execution, delivery and performance of this Agreement;

{d) the exercise, delivery and performance of this Agreement will not
violate any provision of any existing law or regulation, or any order, judgment, award or decree of any
court, arbitrator or government authority, or the Articles of Association or bye-laws, both as amended,
of it, or any mortgage, indenture, lease, contract or other agreement, instrument or undertaking to
which it is a party or by which it or any of its assets may be bound, or require the creation or imposition
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of any lien on any of its property, assets or revenues pursuant to the provisions of any such mortgage,
indenture, lease, contract or other agreement, instrument or undertaking;

(e) it shall promptly deliver to the Company such information, papers and
documents as may from time to time be required or reasonably requested by the Company in
connection with the performance of'its duties for the Trust Account; and

® it shall promptly notify the Company of any facts or circumstances or
any change therein which may, directly or indirectly, affect the management of the Trust Account by
the Compary.

7.2 The Grantor hereby additionally represents and warrants to the Company as
follows:

(a) the names and signatures contained in Exhibit C constitute the valid
names and signatures of all officers of the Grantor authorized to take action with respect to the Trust
Account, and the Company will be entitled to rely conclusively on any document executed by any such
officer or officers; and

(b) subject to this Agreement, it is and will during the term of this
Agreement remain as the beneficial owner of the Trust Account, free and clear of any and all Liens,
charges, options and encumbrances or other third party rights whatsoever.

7.3 The Beneficiary hereby additionally represents and warrants to the Comparny
that the names and signatures contained in Exhibit C constitute the valid names and signatures of all
officers of the Beneficiary authorized to take action with respect to the Trust Account, and the
Company will be entitled to rely conclusively on any document executed by any such officer or officers.

8. Limits on Company Responsibility

8.1.  The duties and obligations of the Company shall be determined solely by the
express provisions of this Agreement, and the Company shall be responsible only for the good faith
performance of such duties and obligations as are specifically set out in this Agreement. The Company
shall not be bound in any way by any agreement or contract (including without limitation, the
Reinsurance Agreement) among any of the parties hereto, or by any agreement or contract between
any party hereto and any third party (whether or not the Company has knowledge thereof).

8.2.  The Company shall not be responsible in any manner whatsoever for any failure
or inability of the Trustee, the Grantor and/or the Beneficiary to honor any of the provisions of this
Agreement.

83. The Company shall not be responsible for the solvency of or the due and
proper performance of the obligations of any depository appointed or employed by the Company in
good faith for the performance of its duties, but the Company shall make available to the Trust and the
Grantor such rights (if any) as the Company may have against such person or institution in the event of
the insolvency of said persons or institutions or their failure properly to perform such obligations, and
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the Company shall give such assistance as the Trustee and/or the Grantor may reasonably require to
exercise such rights.

8.4.  The Company shall be fully protected in acting on and relying upon any written
advice, certificate, notice, direction, instruction, request or other paper or document which the
Company in good faith believes to be genuine and to have been signed or presented by the proper party
ar parties, and the Company may assume that any person purporting to give such advice, certificate,
notice, direction, instruction or request or other paper or document has been duly authorized to do so.

8.5.  The Company may seek legal advice in the event of any dispute or question as
to the construction of any of the provisions of this Agreement or its duties hereunder, and it shall incur
no liability and shail be fuily protected in respect of any action taken, omitted or suffered by it in good
faith in reliance upon and in accordance with such legal advice.

8.6. The Company shall not be Hable to the Granotor or the Trust (or any
respective beneficiary thereof) for any acts or omissions by the Company, its employees and/or its
agents under and in connection with this Agreement unless such acts or omissions constitute bad
faith, negligence or wilful misconduct.

8.7.  The Company hereby indemnifies the Grantor and the Beneficiary for, and
holds them harmless against, any loss, liability or expense, including, without limitation, legal fees,
incurred by them arising out of any action or inaction on the part of the Company constituting bad
faith, negligence or willful misconduct under this Agreement.

The Company hereby acknowledges that the foregoing indemnities shall survive the
resignation of the Company and the termination of this Agreement.

8.8.  The Grantor shall reimburse and indemnify the Company for, and hold it
harmless against, any loss, liability or expense, including, without limitation, legal fees, incurred without
bad faith, negligence or wilful misconduct on the part of the Company arising out of or in connection
with its acceptance of, or the performance of its duties and obligations under, this Agreement, as well
as the costs and expenses of defending against any claim or liability arising out of or relating to this
Agreement.

8.9.  The Company shall not be Hable for any loss caused directly or indirectly by
government restrictions, exchange or market rulings, suspension of trading, war, strikes or other
conditions beyond the Company's control.

8.10. Any complamts by the Grantor should be addressed in the first instance to any
Director of the Company. In the event of the Company’s inability to meet any liabilities to the Grantor,
the Grantor has recourse to their normal remedies in law and/or equity.

9. Confidentiality

Except as required by the provisions of any applicable laws, rules, regulations and/or
by any court order, none of the parties hereto shall during the continuance of this Agreement or after
its termination disclose any information relating to the business, investments, finances or other matters
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of a confidential nature to any third party of which it may in the course of the performance of this
Agreement have become possessed.

10. Termination and Amendment

10.1. This Agreement may be terminated by the Beneficiary or the Company at any
time upon at least 30 days' prior written notice to the other parties.

10.2. Except for any commitments to purchase or dispose of securities or other
property made prior to the date of notice of termination pursuant to sub-clause 10.1 above (which
commitments shall be executed or completed even after such date), the Company shall not after the
date of any notice of termination execute any further transactions on behalf of the Trust. Upon
effectiveness of termination of this Agreement, no party shall have any obligation to any other party
except for (a) those obligations existing, if’ any, under Section 9, (b) the indemmnities provided for in
Sections 8.7 and 8.8 and (c) the Company's cbligation to provide a full account of all trades effected up
to the date of termination.

11, Governing Law

11.1. This Agreement shall be governed by and construed in accordance with the
laws of Republic of' Treland.

112 If any suit or arbitration is instituted by any pariy to enforce any of the terms or
conditions of this Agreement, each party hereby submits to the jurisdiction of the courts of the
Republic of Treland.

12. Arbitration

12.1. In the event of any dispute arising out of or in relation to this Agreement, the
same shall be decided by Arbitration in accordance with the provisions of the Arbitration Act of 1954
or any statutory modification or re-enactment thereof for the time being in force.

12.2. For the purpose of this Agreement, the Arbitrator will be chosen by the
President for the time being of the Incorporated Law Society of Ireland.

13. Notices

13.1. Al notices and other communications provided for or permitted hereunder
shall be made in writing and delivered or dispatched by registered mail, or sent by facsimile, to the
following respective addresses:
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) if to the Trust or the Trustee:

Citibank, N. A,

Insurance Trust Unit

14™ Floor Zone 20

111 Wall Street

New Yaork, NY 10005 USA
Attn: Peter von Kaufinann
Fax: 212-657-2674

(i) if to the Grantor:

. Capco Reinsurance Company Ltd,
Chelston Park, Building No. 2
Collymore Rock
St Michaels, Barbados
West Indies
Attn: Mr. Martin Hole
Fax: 1246 4298517

(i)  if to the Beneficiary

National Union Fire Insurance
Company of Pittsburgh, Pa.
70 Pine Street, 3rd Floor
New York, NY 10270 USA
Attn: Jeff' Schattin

Fax: 212-509-7059

with a copy to (for all Communications other than Investment Orders and Instructions):

American International Companies

160 Water Street, 24" Floor

New York, NY 10038 USA

Attn: General Counsel, Domestic Brokerage Group
Fax: (212) 820-4504

Gv)  ifto the Company

AIG Global Investment Corp. (Ireland) Ltd.,
AIG House,

Merrion Road,

Dublin 4, Treland

Attn; Twan Ditwiler

Fax: 353-1-2837820
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Such notices will be deemed to have been properly delivered or given hereunder and
will be effective on the date of delivery. Any party may from time to time designate a different
address than that provided above by giving written notice of such different address to the other
parties.

14. Rules

14.1. Where at any time compliance with any provision in this Agreement would be
contrary to any bye-law, rule, regulation or code of conduct or practice in force from time to time and
applying to any party, then the parties shall meet to discuss in good faith a method of amending this
Agreement in light of such circumstances. If the parties cannot agree on a satisfactory amendment
within 45 days of the parties becoming aware of such potential conflict, then any party may by notice to
the other parties terminate this Agreement forthwith, Sub-clause 10.2 shall apply to such termination,

14.2. If any provision or condition of this Agreement shall be held to be invalid or
unenforceable by any court or regulatory agency or body, such invalidity or unenforceability shall
attach only to such provision or condition. The validity of the remaining provisions shall not be
affected thereby, and this Agreement shall be carried out as if’ such invalid or unenforceable provision
or conditions were not contained herein,

15. Entire Agreement and Amendments

15.1. This Agreement, including the Exhibits hereto, constitutes the entire agreement
between the parties with respect to the management of the Trust Account and matters ancillary thereto,
including all accounts which the Trustee may open or re-open with the Company, and supersedes and
extinguishes any arrangement, representations and/or warranties previously given or made.

152 The express terms hereof control and supersede any course of performance
and/or usage of the trade.

15.3. This Agreement may not be amended except by a notice in writing signed by ail
of the parties.

16. No Waiver

Neither the faiture nor any delay on the part of any party in exercising any right,
remedy, privilege or power under this Agreement will operate as a waiver thereof, nor will single or
partial exercise of any right, remedy, privilege or power preclude any other or furiher exercise of the
same or of any other right, remedy, privilege or power, nor will any waiver of any right, remedy,
privilege or power relating to any cccurrence be construed as a watver of such right, remedy, privilege
or power relating to any other occurrence. No watver hereunder will be effective unless in writing and
signed by the party asserted to have granted such waiver.
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17. No Joint Venture

The Company, on the one hand, and the Trust, the Grantor and/or the Beneficiary, on
the other, are not partners or joint venturers, and nothing herein is intended to or shall be construed to
make them pariners or joint venturers or to impose liability by reason thereof.

18. Successors and Assigns

The provisions of this Agreement shall be binding upon and inure to the benefit of and
be enforceable by each of the parties hereto and their permitted respective successors and assigns.
Notwithstanding anything to the contrary contained herein, the Company will have the right, in its sole
discretion, to assign all of its rights, powers and obligations hereunder to any of its affiliates. For the
purpose of this Section 18, “affiliate” means any entity that, directly or indirectly, through one or more
intermediaries controls, is controlled by or is under common control with the Company.

19. Counterparts

The Agreement may be executed in any number of counterparts, each of which shall be
an original with the same effect as if the signatures thereto and hereto were upon the same instrument,
and such counterparts when taken together shall constitute one and the same instrument.

20. Headings

The section headings contained herein are for convenience of reference only and are
not intended to and shall not alter, limit or define the provisions hereof

21. General

21.1. The Company may, whether for its own account or that of any other person,
acquire, hold or deal in any investments of any kind, nature or description whatsoever, and nothing in
this Agreement shall prevent the Company from contracting or entering into or being interested in any
financial, banking, commercial, advisory or other transaction with any other person.

212, The Company shall at all times maintain and keep in full force and effect such
msurance against such risks as is customary and appropriate for investment management activities
similar to those of the Company.

22, Exhibits

This Agreement shall take effect subject to any matter specified in the Exhibits.

10
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SIGNATURE PAGE FOLLOWS,
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IN WITNESS WHEREOF, this Agreement has been signed on behalf of the parties
hereto on the day and year first above writien,

AIG GLOBAL INVESTMENT
CORP. (IRELAND) LIMITED

By:

Name:
Title:

CAPCO REINSURANCE COMPANY LTD.,
AS GRANTOR

By:

Name:
Title:

NATIONAL UNION FIRE INSURANCE
COMPANY OF PITTSBURGH, PA,,
AS BENEFICTARY

By:

Name:
Title:

12
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EXHIBIT A
Reinsurance Agreements

2000 AGGREGATE LLOSS RATIO AGREEMENT, effective 12:01 am Eastern Standard Time,
January 1, 2000, National Union Fire Insurance Company of Pittsburgh, Pa.. as the reinsured and
Capco Reinsurance Company Ltd. as the reinsurer.
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EXHIBIT B
Investment Policy Guidelines
TRUST ACCOUNT

The Clients is Capco Reinsurance Company Lid. The Portfolio shall be
called 2000 Auto Warranty Aggregate Loss Ratio Agreement.

(a) The objective of the Portfolio is preservation of capital
followed by increases in the value of the investments.

(b) The net realized capital gains and losses should be
minirmzed.

The Portfolio is to be invested in Eligible Trust Assets. The term “Eligible
Trust Assets” shall mean cash (United States legal tender) and other
investments that meet each of the following criteria.

(a) the investments are of the types specified in subsections (1),
(2}, (3), (8) or (10) of Section 1404(a) of the New York
Insurance Law;

(b) the investments are of the types specified in 40 P.S.
422.1 (b) of the Pennsylvania Insurance Law; and

() the investmenis have not been issued by a Parent, a
Subsidiary or an Affiliate of any Grantor or any Beneficiary.

For the purpose of this Section 1.2, the terms Parent, Subsidiary and Affiliate
shall have the meanings as defined in the Trust Agresment,

The term “New York Insurance Law” shall mean Chapter 28 of the
Consolidated Laws of the State of New York, as amended, and the rules
and regulations promulgated thereunder from time to time.

The lerm “Permsylvania Insurance Law” shall mean The Insurance
Company Law of 1921 of the Commonwealth of Pennsylvania, as amended,
and the rules and regulations promulgated thereunder from time to time.

(a) Asset Clasg Maxunum % of Portfolio
[ x | Fixed Income Securities 100%
[ x ] Money Market Instruments 100%

[ ] Convertible Bonds

[ ] Equity Securities
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[ ] Bond/Note Warrants

[ 1 Equity Warrants

[ ] Financial Futures

| ] Financial Options

[ ] Equity Options

[ ]Equity Index Futures

[ ]Equity Index Options

[ ] Foreign Exchange Contracts
[ ] Foreign Exchange Futures

{ ] Foreign Exchange Options

Other asset classes shall not be permitted without the express written
approval of the Clients,

[ ] Additional detail is attached as Asset Class Schedule.

a. The Portfolio shall be denominated in US dollars, hereinafier
referred to as the Base Currency.

b. The Portfolio is a [x] Single Cumrency Account
[] Hedged Currency Account
(1] Multi-Cuirency Accournt
as hereinafter defined.
c The Portfolio is a L | Diversified Country Risk Account
[1] Regional Country Risk Account
ix] Targeted Country Risk Account
as hereinafter defined.
I TRUSTEE
1. The Trustee is Citibank, N.A..

I GENERAL INVESTMENT GUIDELINES
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Currency

{a) A Single Currency Account shall be invested 100% in the
Base Cumrency as defined in Section 1.2.a. Securities
denominated in or linked to other currencies are permitted
only at the direction of the Clients.

h) A Hedged Currency Account shall be mvested in securities
denominated in or linked to any cuwrency, provided,
however, that foreign exchange coniracts, fitures and/or
opticns are executed to reduce the net non-Base Currency
exposure to less than 5% of the Portfolio Market Value,

() A Multi-Currency Account shall be mvested in securities
denominated in or linked to amy currency. ‘Whether or not
foreign exchange contracts, fuiwes and/or options are
permitted In Section 12, the net non-Base Currency
exposure of the Portfolio shall not exceed % of
the Portfolio Market Value.

Unless permitted in Section 1.2, Foreign Exchange Contracts shall not be
executed for a Multi-Currency Account except for the acquisition or
disposition of securities or for the conversion of coupon/dividend receipts to
the Porifolio Base Currency; no hedging or speculative currency
transactions are permitted.

Sovereign Risk

All country limits are percentage of Portfolio Market Value on date of
purchase and refer to the country of issuer or guarantor.

A Targeted Country Risk Accowmt specifically targets the invesiment
opportunities in one or more particular countries as detailed below:

a United States 100%
[ ] Additional detail attached as Country Risk Schedule.
Issuer Limits

Except in the case of Supranational, Sovereign and Sovereign-supported
issues, where the limils under IIL.2.a above apply, (he securilies of one issuer
should not account for more than 7.5% of the market value of the Portfolio
at the time of purchase.

Issue Limits

AlG-H 00042712

AlG-H00042712



Confidential

In the case of fixed income securities, no holding should exceed the greater
of 7.5% of the amount outstanding or USD 5,000,000 nominal at the time

of purchase.

[ ] Additional detail is attached as Equity Exposure Schedule.

U.S. Property

The purchase of U.S. Property is permitted.

Credit Ratings

(@

(&)

©

(d)
[

All securities purchased for the Portfolio which are rated by
either Moody's or Standard & Poor's shall carry a raling
with the equivalent of AA- or AA3 or better at the time of
purchase.

Notwithstanding the foregoing, securities may be purchased
for the Portfolio which have ratings of A- or A3 or beiter
provided that they do not constitute more than 25% of the
Portfolio Market Value. (Securities which are not so rated
at the time of intended purchase shall not be permitted
except it approved by the Clients on a case by case.)

Unrated securities are permiutted. The unrated securities
shall have credit quality at the time of purchase, as
determined in good faith by the Company, equivalent to
other permitted securities which are rated as in
Section [11.6.a.

A security purchased either in accordance with
Section II1.6.a. which receives a downwardly revised rating
or in accordance with Section II1. 6.b which receives a newly
established rating that in either case would make such
security ineligible for further purchase remains a permitted
security to the extent of the then current holdings.

Private placements are permitted.

] Additional detail is attached as Credit Risk Schedule.

Counterparty Risk

(2)

®)

Wherever possible, all securities transactions shall be
executed “delivery versus payment”.

All securities transactions shall be executed with cormmercial
banks, investment banks, brokers and trading firms
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Fees

©

(“Counterparties™) of recognised standing in the financial
markets.

To the extent that OTC Options, Swaps and/or Foreign
Exchange Contracts are permitted in Section L2, they shail
be executed with Counterparties of recognised standing in
the financial markets. Further, such Counterparties shall
carry minimum ratings of AA/aa as defined by Moody's or
Standard & Poor's.

The fees shall be 0.15% per annwm based on the market value of the
invested assets of the Trust Accounl. The {ees shall be paid each month in
arrears. The Beneficiary upon receipt of invoice and without offset to
Beneficiary™s interest shall pay the Portfolic management fees under this

Agreament.

AUTHORISED PERSONS

Name(s) and address(es} of persons authorised to give and receive notices,
consents or other communications:

For AIG Global Investment Corp. (Ireland) Limited:

Iwan Diétwiler

AlG House,

Merrion Road,

Dublin 4

Ireland

Tel No:353-1-283 7766

Fax No: 353.1-283 7820
Telex No: 91965

For Capco Reinsurance Company Litd.:

Mr. Martin Hole

Chelston Park

Building No.2, Collymore Rock
St. Michaels, Barbados

West Indies

Fax No: 246-429-8517

For National Union Fire Insurance Company of Pitisburgh, Pa.:

Jeff Schattin

National Union Fire Insurance Company of Pittsburgh, Pa.
70 Pine Street, 3" Floor

New York, NY 10270

Tel No:
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Fax No: 212-509-7059

16. Reporting Requirements

The Company shall supply the Chents with a monthly report (with duplicate
copies to the Trustee and the Beneficiary) detailing the following:

10.1. Secwities Purchases/ Sales

@

(&
©
@
()

®

Security description (e.g. issuer name, coupon, maturity
date, frequency of income payments, vield to maturity).

Quantity purchased/sold.
Trade and settlement dates.
Settlement amourt and bank account.

Unit purchase price, fees, accrued interest and all other items
included in the settlement amount,

Name of Broker/Counterparty.

10.2.  Monthly Performance Reporis

(@)

(b)

©

List of securities in the Portfolio, showing description,
original cost, yield to maturity at cost, market value and
unrealised gain or loss for each.

Realized gamn or loss for the Portfolio for the month and for
year 1o date.

Income report should include all income and expenses on
a monthly basis and year to date,

AlG-H 00042715

AlG-H00042715



EXHIBIT C

Valid signatures of all officers authorized to take action with respect to the Account:

Please complete and retum to the Company.

For Capco Reinsurance Company Ltd., as Grantor

NAME SIGNATURE

Martin Hole

For National Union Fire Insurance Company of Pittsburgh, Pa.,
as Beneficiary

NAME SIGNATURE

Jeff Schattin
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INVESTMENT CUSTODIAN AGREEMENT

Investment Custodian Agreement, dated as of [August 25], 2000, between AIG Global Investment
Trust Services Limited (the “Custodian’) and Capco Remsurance Company Ltd., (the
“Customer™).{PRIVATE }

1. Customer Accounts

The Cuslodian agrees 1o cause the lollowing accounis {each, an “Accouni”) to be
established and maintained for and on behalf of the Customer,

(a) a custody account in the name of the Customer (“Custody Account™) for any and
all stacks, shares, bonds, debentures, notes, mortgages or other obligations for the payment of
money, bullion, coin and any certificates, receipts, warrants, or other instruments representing
rights to recetve, purchase or subscribe for the same or evidencing or representing any other rights
of interests therein and other similar property whether certificated or uncertificated as may be
received hy the Custodian or its Subcustodian (as defined in Section 3) for the account of the
Customer (“Securities™); and

(b) a deposit account in the name of the Customer (“Deposit Account™) for any and all
cash in any currency received by the Custodian or its Subcustodian for the account of the
Customer, which cash shall not be subject to withdrawal by draft or check.

The Cusiomer warranis its authorily to 1) deposit the cash and Securities
{“Asgets”) received in the Accounts and 2) give Instructions {as defined in Section 11) concerning
the Accounts. The Custodian may deliver securities of the same class in place of those deposited
in the Custody Account,

Upon written agreement between the Custodian and the Customer, additionat
Accounts may be esfablished and separately accounted for as additional Accounts under the terms
of this Agreement,

2. Maintenance of Securities and Cash at Custodian and Subcustodian Locations
Unless Instructions specifically require another location acceptable to the Custodian:
(2) Securities will be held in the country or other jurisdiction in which the principal
trading market for such Securities is located where such Securities are to be presented for payment

or where such Securities are acquired; and

{b) cash will be deposited in an account in a courtry or other jurisdiction in which such
cash may be legally deposited or is the legal currency for the payment of public or private debts.

Cash may be held pursuant to Instructions in either interest or non-interest bearing
accounts as may be available for the particular currency. To the extent Instructions are issued and
the Custodian can comply with such Instructions, the Custodian is authorised to maintain cash
balances on deposit for the Customer with one of its affiliates at such reasonable rates of interest as

July 31
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may from time to time be paid on such accounts, or in non-interest bearing accounts as the
Customer may direct, if acceptable to the Custodian,

If the Customer wishes to have any of its Assets held in the custody of an
institution other than the established Subcustodians or their securities deposilories, such
arrangement must be authorised by a written agreement, signed by the Custodian and the
Custormer,

The Customer assurnes fill responsibility for all credit risks involved in connection
with the Custodian’s acceptance or delivery of Securities pursuant to the Instructions of the
Customer.

3. Subcustodians and Securities Depositories

The Custedian may act under this Agreement through the subcustodians listed in Schedule
A of this Agreement with which the Custodian has entered into subcustodial agreements
(“Subcustodians™). The Customer authorises the Custodian to hold Assets in the Accounts which
the Custodian has established with one or more of its Subcustodians. The Custodian and
Subcustedians are anthorised to hold any of the Securities in their account with any securtties
depository in which they participate.

The Custodian reserves the right 1o add new, replace, or remove Subcusiodians. The
Customer will be given reasonable notice by the Custodian of ary amendment to Schedule A.
Upon request by the Customer, the Custodian will identify the name, address, and principal place of
business of any Subcustodian.

4. Use of Subeustodian
(a) The Custodian will identify Assets on its books as belonging to the Customers.

)] A Subcustodian will hold Assets together with assets belonging to other customers
of the Custodian in accounts identified on such Subcustodian’s books as special custody accounts
for the exclusive benefit of customers of the Custodian.

(<) Any Assets in the Accounts held by a Subcustodian will be subject only to the
instructions of the Custodian or its agent. Any Securities held in a securities depository for the
account of a Subcustodian will be subject only to the instructions of such Subcustodian.

(d) Any agreemenl (he Custodian enters inlo with a Subcustodian for holding its
customer’s assets shall provide that such assets will not be subject to any right, charge, security
interest, lien or claim of any kind in favour of such Subcustodian except for safe custody or
adrinistration, and that the beneficial ownership of such assets will be freely transferable without
the payment of money or value other than for safe custody or administration. The foregoing shall
not apply to the extent of any special agreement or arrangement made by the Customer with any
particular Subcustodian,
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5. Deposit Account Transactions

() The Custodian or its Subcustodian will cause payments to be made from the
Deposit Account upon receipt of Instructions which include all information required by the
Custodian.

L) In the event thal any payment to be made under this Section 5 exceeds the finds
available in the Deposit Account, the Custodian, in its discretion, may advance the Customer such
excess amount which shall be deemed a loan payable on demand, bearing interest at the rate
customarily charged by the Custodian on similar loans. The rate applicable for the loan will be at a
percentage above Libor as agreed between the Customer and the Custodian,

{c) If the Custodian causes the Deposit Account to be credited on a payable date, or at
any iime prior to actual collection and reconciliation to the Deposit Account, with interest,
dividends, redemptions or any other amount due, the Customer will promptly return any such
amount upon written notification: (i) that such amount has not been received in the ordinary course
of business or (1) that such amount was incorrectly credited. If the Customer does not promptly
return any amount upon such notification, the Custodian shall be entitled, upon written notification
to the Customer, to cause such credit to be reversed for the amount previously credited. The
Custodian or its Subcustodizn shall have no duty or obligation to institute legal proceedings, file 2
claim or a proof in any insolvency proceeding or take any other action with respect to the collection
ol such amouml, but may act for the Customer upon instructions alter consullation with the
Custormer.

6. Custody Account Transactions

(a) Securities will be transferred, exchanged or delivered by the Custodian or its
Subcustodian upon receipt by the Custodian of Instructions which include all information required
by the Custodian, Settlement and payment for Securities received for, and delivery of Securities
out of, the Custody Account may be made in accordance with the customary or established
securities trading or securities processing practices and procedures in the jurisdiction or market in
which the transaction occurs, including, without limitation, delivery of Securities to a purchaser,
dealer or their agents apainst a receipt with the expectation of receiving later payment and fiee
delivery. Delivery of Securities out of the Custody Account may also be made m any manner
specifically required by Instructions acceptable to the Custodian.

(b With respect to any sale, exchange or purchase of Securities, the Custodian will
cause such transactions to be credited or debited to the Accounts on the date cash or Securities are

actually received and reconciled to the Accounts.

If any Securities delivered pursuant to this Section 6 are returned by the recipient
thereof, the Custodian may thereupon cause the credits and debits of the particular transaction to be
accordingly reversed.

7. Actions of the Custodian

Joty 31
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The Custodian shall follow Instructions received regarding Assets held in the Accounts.
However, until it receives Instructions to the contrary, the Custodian will perform the following
functions.

(2) Preseni for payment any Securities which are called, redeemed, or retired or
otherwise become payable and all coupons and other income items which call for payment upon
presentation, to the extent that the Custodian or Subcustodian is actually aware of such
opportunities.

() Execute in the name of the Customer such ownership and other certificates as may
be required to obtain payments in respect of Securities.

(©) Exchange interim receipts or temporary Securities for definitive Securities.

(d) Appoint brokers and agents for any transaction involving the Securities, including,
without limitation, affiliates of the Custodian or any Subcustodian.

(e) Issue statements to the Customer, with copies to the Pledgee (as defined below), at
times mutually agreed upon, identifying the Assets in the Accounts.

The Custodian will send the Customer , with a copy to the Pledgee, an advice or
notification of any transfers of Assets to or from the Accounts. Such statements advices or
notifications shall indicate the identity of the entity having custody of the Assets. Unless the
Customer sends the Custodian a written exception or objection to any Custodian statement within
thirty days of receipt, the Customer shall be deemed to have approved such statement. In such
event, or where the Customer has otherwise approved any such statement, the Custodian shafl, to
the extent permitted by law, be released, relieved and discharged with respect to all matters set
forth in such statement or reasonably implied there from as though it had been settled by the decree
of a court of competent jurisdiction in an action where the Customer and all persons having or
claiming an interest in the Customer or the Customer’s Accounts were parties.

All collections of fumds or other property paid or distributed in respect of Securities
mn the Custody Account shall be made at the risk of the Customer. ‘The Custodian shall have no
liability for any loss occasioned by delay in the actual receipt of notice by the Custodian or by its
Subcustlodrans ol any payment, redemption or other (ransaction regarding Securities in the Custody
Account in respect of which the Custodian has agreed to take any action under this Agreement,

3. Corporate Actiens; Proxies

Whenever the Custodian receives information concerning the Securities which requires
discretionary action by the beneficial owner of the Securities (other than a proxy) such as
subscription rights, bonus issues, stock repurchase plans and rights offerings, or legal notices or
other material intended to be transmitted to securities holders (“Corporate Actions™), the Custodian
will give the Customer notice of such Corporate Actions to the extent that the Custodian has actual
knowledge of a Corporate Action in time to notify the Customer.

When a rights entitlement or a fractional interest resulting from a rights issue, stock
dividend, stock split or similar Corporate Action is received which bears an expiration date, the
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Custodian will endeavour to obtain Instructions from the Customer or its Authorised Person, as
defined in Section 10, but if Instructions are not received in time for the Custodian to take timely
action, or actual notice of such Corporate Action was received too late to seek Instructions, the
Custodian is authorised to sell such rights entitlement or fractional interest and to cause the Deposit
Account Lo be crediled with the proceeds or take any other action it deems, in good faith, Lo be
appropriate in which case it shall be held harmless for any such action.

The Custodian will deliver proxies to the Customer or its designated agent pursuant to
special arrangements which may have been agreed to in writing. Such proxies shall be executed in
the approptiate nominee name relating to Securities in the Custody Account registered in the name
of such nominee but without indicating the manner i which such proxies are to be voted, and
where bearer Securities are involved, proxies will be delivered in accordance with instructions.

9. Nominees

Securities which are ordinarily held in registered form may be registered in a nominee name
of the Custodian, Subcustodian or securities depository, as the case may be. The Custodian may,
without notice to the Customer, cause any such Securities to cease to be registered in the name of
any such nominee and to be registered in the name of the Customer. In the event that any
Securities registered in a nominee name are called for partial redemption by the issuer, the
Custodian may allot the called portion to the respective beneficial holders of such class of securify
in any manner the Custodian deems to be fair and equitable. The Customer agrees (o hold the
Custodian, Subcustodians, and their respective nominees harmless from any liability arising directly
or indirectly from their status as a mere record holder of Securities in the Custody Account,

10. Authorised Persons

As used in this Agreement, the term “Authorised Person”™ means employees or agents
mncluding investment managers as have been designated by written notice from the Customer or its
designated agent to act on behalf of the Customer under this Agreement. Such persons shall
continue o be Authorised Persons until such time as the Custodian receives Instructions from the
Customer or is designated agent that any such employee or agents are no longer an Authorised
Person.

11. Imstructions

The term “Instructions™ means instructions of any Authorised Person received by the
Custodian, via telephone, telex, TWX, facsimile transmission, bank wire or other teleprocess or
electronic instruction or trade mformation systemn acceptable to the Custodian which the Custodian
believes in good faith to have been given by Authorised Parsons or which are transmitted with
proper testing or authentication pursuant to terms and conditions which the Custodian may specify,
Unless otherwise expressly provided, all Instructions shall continue in full force and effect until
cancelled or superseded.

Any Instructions delivered to the Custodian by telephone shall promptly thereafter be
confirmed in writing by an Authorised Person (which confirmation may bear the facsimile signature
of such Person), but the Customer will hold the Custodian harmless for the fallure of an Authorised
Person to send such confirmation in writing, the failure of such confirmation to conform to the
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telephone instructions received or the Custodian’s failure to produce such confirmation at any
subsequent time. Either Party may electronically record any Instructions given by telephone, and
any other telephone discussions with respect to the Custody Account. The Customer shall be
responsible for safeguarding any test keys, identification codes or other security devices which the
Custodian shall make available o the Cusiomer or ils Authorised Persons,

12. Pledge Agreement

The Custodian hereby acknowledges that the Customer is party to a Pledge and Security
Agreement, dated as of [August 14], 2000, in favor of National Union Fire Insurance Company
of Pittsburgh, Pa. (the “Pledgee™), pursuant to which the Customer has pledged all Assets held
by the Custodian pursuant to this Agreement as collateral for certain reinsurance obligations
(the “Obligations™). The Custodian agrees that notwithstanding anything to the contrary
contained herein, it will not accept Instructions from the Customer absent the written consent
of the Pledgee to such Instructions. The foregoing provision shall not apply to any
Instructions received from AIG Global Investment Corp. (Ireland) Ltd. (“AIG Global™), acting
in its capacity as investment manager pursuant to the Investment Management Agreement, dated as
of [August 14], 2000, by and between the Customer and AIG Global

In the event the Pledgee notifies the Custodian of a default by the Customer relating to the
Obligations, the Custodian shall treat the Pledgee as the party to whom all notices should be
delivered, and from whom all Instructions should be received, for purposes of this Agreement and
will no longer accept Instructions from the Customer.

13. Stanrdard of Care; Liabilities

(@ The Custodian shall be responsible for the performance of only such duties as are
set forth in this Agreement or expressly contained in Instructions which are consistent with the
provisions of this Agreemenit.

D The Custodian will use reasonable care with respect to its obligations wnder
this Agreement and the safekeeping of Asseis. The Custodian shall be liable to the Customer for
any loss which shall occur as the result of the failure of a Subcustodian to exercise reasonable care
with respect to safekeeping of such Assets to the same extent that the Custodian would be liable to
the Customer if the Custodian were holding such Assets in Dublin

In the event of any loss to the Customner by reason of the failure of the
Custodian or its Subcustodian to utilize reasonable care, the Custodian shall be liable (o the
Customer only 16 the extent of the Customer’s direct damages, o be determined based on the
market value of the property which is the subject of the loss at the date of discovery of such loss
and without reference to any special conditions or circumstances.

(ii) The Custodian will not be responsible for any act, omission, default or for
the solvency of any broker or agent which it or a Subcustodian appoints unless such appointment
was made as a result of the Custodian’s gross negligence or bad faith.

(i)  The Custodian shall be indemnified by, and without liability to the
Customer for amy action taken or omitied by the Custodian whether pursuant to Instructions or

July 31

AlG-H 00042722

AlG-H00042722



Confidential

otherwise within the scope of this Agreement if such act or omission was in good faith, and was
performed by the Custodian m a manner that was not grossly negligent. In perfonming its
obligations under this Agreement, the Custodian may rely on the genuineness of any document
which it believes in good faith to have been validly executed.

(iv)  The Customer agrees to pay for and hold the Custodian harmless from any
liability or loss resulting from the imposition or assessment of any taxes or other govermmental
charges, and any related expenses with respect to income from or Assets in the Accounts.

) The Custodian shall be entitled to rely, and may act upon the advice of
counse] (who may be counsel for the Customer) on all matters, and shall be without liability for any
action reasonably taken or omitted pursuant to such advice.

(viy  The Custodian need not maintain any insurance for the benefit ofthe
Customer.

(vii}  Without limitng the foregoing, the Custodian shall not be liable for any loss
which results from: 1) the general risk of investing or 2) investing or holding Assets in a particular
country including, but not limited to, losses resulting from nationalization, expropriation or other
govemmenlal aclions; regulation of the Banking or securities indusiry; currency resiriclions,
devaluations or fluctuations; and market conditions which prevent the orderly execution of
securities transactions or affect the value of Assets.

(vii) Neither party shall be liable to the other for any loss due to forces beyond
their control including, but not limited to strikes or work stoppages, acts of war or terrorism,
insurrection, revolution, nuclear fusion, fission or radiation, or acts of God.

(b) Consistent with and without limiting the first paragraph of this Section 13, it is
specifically acknowledged that the Custodians shall have no duty or responsibility to;

(5] question Instructions or make any suggestions to the Customer or an
Authorised Person regarding such Instructions;

(ii) supervise or make recommendations with respect to investments or the
relention of Securities;

(iii)  advise the Customer or an Authorised Person regarding any default in the
payment of principal or income of any security other than as provided in Section 5(c) of this

Agreement;

(iv)  evaluate or report to the Customer or an Authorised Person regarding the
financial condition of any broker, agent or other party to which Securities are delivered or
payments are made pursuant to this Agreement: or

) review or reconcile trade confirmations received from brokers., The

Customer or its Authorigsed Persons issuing Instructions shall bear any responsibility to review such
confirmations against Instructions issued to and statements issued by the Custodian,
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{©) The Customer authorises the Custodian to act under this Agreement not-
withstanding that the Custodian or any of its affiliaies may have a material interest in a transaction,
or circumnstances are such that the Custodian may have a potential conflict of duty or interest
including the fact that the Custodian or any of its affiliates may provide brokerage services to other
customers, acl as [inancial advisor (o the issuer of Securilies, acl as a lender to the issuer of
Securities, act in the same transaction as agent for more than one customer, have a material interest
in the issue of Securities, or earn profits from any of the activities listed herein.

14. Fees and Expenses

The Customer agrees to pay the Custodian for its services under this Agreement such
amount as may be agreed upon in writing, (Schedule B), together with the Custodian’s reasonable
out-of-pocket or incidental expenses, including, but not limited to legal fees. The Custodian is
hereby authorized to charge any Accounts of the Customer for any amount owing to the Custodian
under any provision of this Agreernent,

15. Miscellaneous

(a) Horeign Kxchange Transactions. To facilitate the admimistration of the Customer’s
trading and investment activity, the Custodian is authorised to enter into spot or forward foreign
exchange contracts with the Customer or an Authorized Person or the Customer and may also
provide foreign exchange through its subsidiaries, affiliates or Subcustodians. Instructions,
including standing instructions, may be issued with respect to such contracts but the Custodian may
establish rules or limitations concerming any foreign exchange facilily made available. In all cases
where the Custodian, its subsidiaries, affiliates or Subcustodians enter into a foreign exchange
contract related to Accounts, the terms and conditions of the then current foreign exchange
contract of the Custodian, its subsidiary, affiliate or Subcustodian and to the extent not inconsistent,
this Agreement, shall apply to such transaction,

(b} Certification of Residency, etc. The Customer certifies that it is a resident of
Barbados and agrees to notify the Custodian of any changes in residency. The Custodian may rely
upon this certification or the certification of such other facts as may be required to administer the
Custodian’s obligations under this Agreement. The Customer will indenmify the Custodian against
all losses, liability, claims or demands arising directly or indirecily from any such certifications.

{c) Access to Records. The Custodian shall allow the Customer’s independent public
accourtants reasonable access to the records of the Custodian relating to the Assets as is required
in connection with their examination of books and records pertaining to the Customer’s affairs.
Subject to restrictions under applicable law, the Custodian shall also obtain an underiaking Lo
permit the Customer’s independent public accountants reasonable access to the records of any
Subcustodian which has physical possession of any Assets as may be required in connection with
the examination of the Customer’s books and records.

(d) Goverring Law. Successors and Assigns. This Agreement shall be governed by
the laws of'the Republic of Treland and shall not be assignable by either party, but shall bind the
successors in interest of the Customer and the Custodian.
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{e) Enfire Agreement. There are no other provisions of this Agreement and this
Agreement supersedes any other agreements, whether writfen or oral, befween the parties. Any
amendment to this Agreement must be in wiiting, executed by both parties hereto.

0)) Severabifity. In ithe event that one or more provisions of this Agreement are held
invalid, illegal or unenforceable in any respect on the basis of any particular circumnstances or in any
Jurisdiction, the validity, legality and enforceability of any such provision and the remaining
provisions, under other circumstances or in other jurisdictions will not in any way be affected or
impaired.

@ Waiver. Each and every right granted to either party herevmder or under any other
document delivered hereunder or in connection herewith, or allowed it by law or at equity, shall be
cumulative any may be exercised from time to time. Except as otherwise provided in this
Apreement, no failure or delay on the part of either party in exercising any power or right under this
Agreement operates as a waiver, nor does any single or partial exercise of any power or right
preclude any other further exercise thereof, or the exercise of any other power or right. No waiver
by a party of any provision of this Agreement, or waiver, of any breach or default, 1s effective
unless in writing and signed by the party agamst whom the waiver is to be enforced.

(h) Notices. All nolices under this Agreemnent shall be effeclive when actually received.
Any notices or other commmmications which may be required under this Agreement are to be sent
to the parties at the following addresses or such other addresses as may subsequently be given to
the other party in writing.

Custodian AIG Global Investment Trust Services Limited

AIG Centre

TFSC, North Wall Quay, Dublin 1
Attention: Ms. Frances Torsney

Director
Custorner Capco Reinsurance Company Ltd.

Chelston Park, Building No. 2

Collymore Rock, St. Michael

Barbados, West Indies
Attention: Mr. Martin Hole

Pledgee National Union Fire Insurance Company of
Pittsburgh, Pa.
70 Pine Street
New York, NY 10270
Attention: Joseph Umansky

®H Termination. This Agreement may be terminated by the Customer or the
Custodian by giving ninety days’ written notice to the other, provided that such notice to the
Custodian shall specifyr the names of the persons to whom the Custodian shall deliver the Assets in
the Accounts. Ifnotice of termination is given by the Custodian, the Customer shall, within forty-
five days following receipt of the notice, deliver to the Custodian Instructions specifyimg the names
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of the persons to whom the Custodian shall deliver the Assets. In either case, the Custodian will
deliver the Assets to the persons so specified, after deducting any amounts which the Custodian
determines in good faith to be owed to it under Section 14. If within forty-five days following
receipt of a notice of termination by the Custodian, the Custodian does not receive Instructions
from the Customer specifying the names of (he persons to whom the Cusiodian shall deliver the
Assets, the Custodian, at its election, may deliver the Assets 10 a Bank or trust company doing
business in Dublin, to be held and disposed of pursuant to the provisions of this Agreement, or to
Authorised Persons, or may continue to hold the Assets until Instructions are provided to the
Custodian.

) Counterports. This Agresment may be executed in any number of counterparts,
each of which shall be deemed to be an original, but such counterparts shall together constitute only

one instrument.
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IN WITNESS WHEREQF, the Customer and the Custodian have caused this Agreement to be
executed by their respective officers, thereunto duly authorised, as of the date and year first written

above.
CAPCO REINSURANCE COMPANY LTD.

By:

Name:
Title:

AIG GLOBAL INVESTMENT TRUST
SERVICES LIMITED

By:

Name:
Title;
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SCHEDULE A
Depository:
Euroclear Account Number 98454
Subcustodian:

Morgan Stanley Trust Company
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SCHEDULE B
FEE STRUCTURE
For the provision of Custody services:
.04% (Four Basis Poinls)

This fee to be calculated and charged Monthly on the market value including accrued interest of
assets held under custody on the last business day of the month.

All out of pocket expenses including but not limited to fax, telex, telephone, courier.

All transaction charges incurred by the Custodian for banking transactions undertaken by the
Custodian on behalf of the Customer.

All Sub-Custodian charges to include safekeeping, transaction charges and any out of pocket
charges, billed to The Custodian by the Sub-Custodian, incurred on behalf of the Customer.
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PLEDGE AND SECURITY AGREEMENT

PLEDGE AND SECURITY AGREEMENT, dated as of [August 25], 2000, made by
CAPCO REINSURANCE COMPANY LTD., a corporation organized under the laws of Barbados (the
"Pledgor"), in favor of NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA., a
Pennsylvania corporation {the "Pledgee").

WHEREAS, the Pledgor has entered into an Aggregate Loss Ratio Agreement, dated as of
[August 25], 2000, with the Pledgee (such agreement, as it may hereafter be amended or otherwise modified
from time to time, the "Reinsurance Agresment” and the terms defined therein and not otherwise defined
herein being used herein as therein defined); and

WHEREAS, the Pledgor is the legal and beneficial owner of certain assets held by AIG
Global Investment Trust Services Limited (the “Custodian™) pursuant to an Agreement dated as of [August
257, 2000 between the Pledgor and the Custodian, and

WHEREAS, it is a condition precedent to the execution of the Reinsurance Agreement by
the Pledgee that the Pledgor shall have made the pledge contemplated by this Agreement.

NOW, THEREFORE, in consideration of the premises and to induce the Pledgee to enter
into the Reinsurance Agreement, the Pledgor hereby agrees with the Pledgee as follows:

SECTION . Pledge. The Pledgor hereby pledges to the Pledgee and grants to the Pledgee
a sceurity interest in, the following (the "Pledged Collateral™):

(i) all securitics held by the Custodian from time to time pursuant to the terms of
the Custody Agreement (collectively, the "Pledged Securities”);

(ii) all additional securities acquired by the Custodian and held under the terms of
the Custody Agreement;

(i) the certificates (if any) ropresenting the sceuritics reforred to in clauscs (i) and
(i1) above, and

(iv) all dividends, cash, instruments and other property or proceeds from time to
time received, receivable or otherwise distributed in respect of or in exchange for any or all
of the securities referred to in clauses (i) and (i1} above.

SECTION 2. Security for Oblipations. This Agreement secures, and the Pledged
Collateral 15 sccurity for, the payment in full of all obligations of the Pledgor to the Pledgee, including,
without limitation, all ebligations now or hereafier existing under the Reinsurance Agreement.

SECTION 3. Delivery of Pledged Collateral. All certificates or instruments representing
or evidencing the Pledged Collateral shall be delivered to and held by the Custodian on behalf of the
Pledgee and shall be in suitable form for transfer by delivery, or shall be accompanied by duly executed
instruments of transfer or assigrmment in blank, all in form and substance satisfactory to the Pledgee. The
Pledgee shall have the right, at any time in its discretion and without notice to the Pledgor, to transfer to or
to register in its namc or the name of any of its nominces any or all of the Pledged Collateral, subject only to
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the revocable rights specified in Section 6(a). In addition, the Pledgee shall have the rght at any time to
cxchange certificates or instruments representing or cvidencing Pledged Collateral for cortificates or
instruments of smaller or larger denominations.

SECTION 4. Representations and Warranties. The Pledgor represents and warrants as
follows:

(a) The Pledgor is the legal and beneficial owner of the Pledged Collateral fiee and clear of
any lien except for the lien and security interest created by this Agreement,

{b) The pledge of the Pledged Collateral pursuant to this Agreement creates a valid and
perfected first priority security interest in the Pledged Collateral, securing the payment of the Pledgor’s
obligations to the Pledgee under the Reinsurance Agreement.

(c) No authorization, approval, or other action by, and no notice to or filing with, any
governmental authority or regulatory body is required either (1) for the pledge by the Pledgor of the Pledged
Collateral pursuant to this Agreement or for the execution, delivery or performance of this Agreement by the
Pledgor or (1i) for the cxereise by the Pledgoc of the rights provided for in this Agreoment or the remedics in
respect of the Pledged Collateral pursuant to this Agreement.

(d) The Pledgor has full power, authority and legal right to pledge all the Pledged
Collateral pursuant to the Pledge Agreement.

SECTION 5. Further Assurances. The Pledgor agrees that at any time and from time to
time, at the expense of the Pledgor, the Pledgor will promptly execute and deliver all further instruments
and documents, and take all further action, that may be necessary or desirable, or that the Pledgee may
request, in order to perfect and protect any security interest granted or purported to be granted hereby or to
enable the Pledgee to exercise and enforce its rights and remedies hereunder with respect to any Pledged
Collateral, including, without limitation, the filing of any financing statement or continuation statement
under the UCC (as defined herein) with respect to the security interests granted hereby. The Pledgor also
hereby authorizes the Pledgee to file any such financing or continnation statement without the signature of
the Pledgor to the extent permitted by applicable law.

SECTION 6. Votng Rights; Dividends: Etc.

(a) So long as no breach of or default under the Reinsurance Agreement shall have
occurred and be continning (and, in the case of suhsection (a){i) of this Section 6, as long as no notice
thereof shall have been given by the Pledgee to the Pledgor):

(i) The Pledgor shall be entitled to exercise any and all voting and other
consensual rights pertaining to the Pledged Collateral or any part thereof for any purpose
not inconsistent with the torms of this Agreement or the Reinsurance Agrcoment; provided,
however, that the Pledgor shall not exercise or refrain from exercising any such right if, in
the Pledgee's judgment, such action would have a material adverse effect on the value of the
Pledged Collateral or any part thereof; and, provided, further, that the Pledgor shall give
the Pledgee at least five days' written notice of the manner in which it intends to exercise,
or the reasons for refraining from exercising, any such right.

(ii) The Pledgor shall be entitied to receive and retain any and all dividends paid
in respect of the Pledged Collateral, other than any and all
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(A) dividends paid or payablc other than in cash in respect of], and
instruments and other property received, receivable or otherwise distributed in
respect of, or in exchange for, any Pledged Collateral,

(B) dividends and other distributions paid or payable in cash in respect of
any Pledged Collateral in connection with a partial or total liquidation or
dissolution or in connection with a reduction of capital, capital surplus or
paid-in-surplus, and

(C) cash paid, payable or otherwise distributed in redemption of, or in
exchange for, any Pledged Collateral,

all of which shall be, and all of which shall be forthwith delivered to the Custodian to hold
for the benefit of the Pledgee as, Pledged Collateral and shall, if received by the Pledgor,
be received in trust for the benefit of the Pledgee, be segregated from the other property or
funds of the Pledgor, and be forthwith delivered to the Custodian for the benefit of the
Pledgee as Pledged Collateral in the same form as so received (with any necessary
indorsement).

(b} Upon the occurrence and during the continuance of a breach of or default under the

Reinsurance Agreement:;

July 31

(1) The Pledgee shall be entitled to direct the Custodian to transfer any or all of the
Pledged Collateral to the Pledgee as the Pledgee deems necessary to satisfy the obligations
of the Pledgor under the Reinsurance Agreement. The Pledgor’s execution of this
Agreement shall constitute the Pledgor’s consent and direction to the Custodian 1o take
such action without any need to make independent verification of the existence of the
breach or the merit of the Pledgee’s claim. The Pledgor agrees to indemnify and hold
harmless the Custodian for any losses incurred by the Custodian as a result of taking such
action.

(ii) Upon notice by the Pledgee to the Pledgor, all rights of the Pledgor to exercise
the voting and other consensual rights which it would otherwise be entitled to exercise
pursuant to Section 6(a)(i) above shall cease, and all such rights shall thereupon become
vested in the Pledgee who shall thereupon have the sole right to exercise such voting and
other consensual rights,

(iii) All rights of the Pledgor to reccive the dividends which it would otherwisc be
authorized to receive and retain pursuzmt to Section 6(a)(ii) above shall cease, and all such
rights shall thereupon become vested in the Pledgee who shall thereupon have the sole right
to receive and hold such dividends as Pledged Collateral.

(iv) All dividends which are received by the Pledgor contrary to the provisions of
paragraph (i) of this Section 6(b) shall be recetved in trust for the benefit of the Pledgee,
shall be segregated from other finds of the Pledgor, and shall be forthwith paid over to the
Pledgec as Pledged Collateral in the same form as so reecived (with any necessary
indorsement).
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(v) The Pledgor shall, if necessary to permit the Pledgee to exercise the voting and
other rights which it may be entitled to cxcreisc pursuant to Scction 6(b)i) above, and to
receive all dividends and distributions which it may be entitled to receive under Section
6(b)(i1) above, upon written notice from the Pledgee, from time to time execute and deliver
to the Pledgee appropriate dividend payment orders and other instruments as the Pledges
may reasonably request.

SECTION 7. Transfers and Other Liens. The Pledgor agrees that it will not (i) sell or
otherwise dispose of, or grant any option or warrant with respect to, any of the Pledged Collateral, or
(11} creatc or permit to cxist any licn, sceurity intorest, or other charge or cncumbrance upon or with respoct
to any of the Pledged Collateral, except for the security interest under this Agreement.

SECTION 8. Pledgee Appointed Attornev-in-Fact. The Pledgor hereby appoints the
Pledgee the Pledgor's attomey~in-fact, with fisll authority in the place and stead of the Pledgor and in the
name of the Pledgor or otherwise, from time to time in the Pledgee's discretion to take any action and to
execute any instrument which the Pledgee may deem necessary or advisable to accomplish the purposes of
this Agreement, including, without limitation, to receive, indorse and collect all instruments made payable
to the Pledgor representing any dividend, interest payment or other distribution in respect of the Pledged
Collateral or any part thereof and to give full discharge for the same.

SECTION 9. Pledgee May Perform. If the Pledgor fails to perform any agreement
contained herein, the Pledgee may itself perform, or cause performance of, such agreement, and the expenses
of the Pledgee incurred in connection therewith shall be payable by the Pledgor under Section 11 hereof

SECTION 10. Remedies upon Defanlt. If any breach of or default under the Reinsurance
Agreement shall have occurred and be continuing:

(a) The Pledgee may exercise in respect of the Pledged Collateral, in addition to other
rights and remedies provided for herein or otherwise available to it, all the rights and remedies of a secured
party in default under the Uniform Commercial Code (the "UCC") in effect in the State of New York at that
time, and the Pledgee may also, without notice except as specified below, sell the Pledged Collateral or any
part thereof in one or more parcels at public or private sale, at any exchange, broker's board or at any of the
Pledgee's offices or elsewhere, for cash, on credit or for fitture delivery, and upon such other terms as the
Pledgee may decm commercially rcasonable. The Pledgor agrees that, to the cxtent notico of sale shall be
required by law, at least ten days' notice to the Pledgor of the time and place of any public sale or the time
after which any private sale is to be made shall constitute reasonable notification. The Pledgee shall not be
obligated to make any sale of Pledged Collateral regardless of notics of sale having been given. The
Pledgee may adjourn any public or private sale from time to time by announcement at the time and place
fixed therefor, and such sale may, without further notice, be made at the time and place to which it was so
adjourned. The Pledgor hereby waives any claims against the Pledgee arising by reason of the fact that the
price at which any Pledged Collateral may have been sold at such a private sale was less than the price
which might have been obtaincd at a public sale, cven if the Pledgee aceepts the first offer roecived and docs
not offer such Pledged Collateral to more than one offeree.

{b) Ifthe Pledgee shall determine to exercise its right to sell all or any of the Pledged
Collateral pursuant to this Section 10, the Pledgor agrees that, upon request of the Pledgee, the Pledgor
will, at its own expense:

(i) execute and deliver, and use its best efforts to cause its directors and officers to
cxccute and deliver, all such instruments and documents, and do or causc to be dong all
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such other acts and things, as may be necessary or, in the opinion of the Pledgee, advisable
to rogister such Pledged Collateral under the provisions of applicable sceuritics laws; and

{i1) do or cause to be done all such other acts and things as may be necessary to
make such sale of the Pledged Collateral or any patt thereof valid and binding and in
compliance with applicable law.

The Pledgor further acknowledges the impossibility of ascertaining the amount of damages which would be
suffered by the Pledgee by reason of the failure by the Pledgor to perform any of the covenants contained in
this scction and, conscquently, agrees that, if the Pledgor shall fail to perform any of such covenants, it shall
pay, as liguidated damages and not as a penalty, an amount equal to the value of the Pledged Collateral on
the date the Pledgee shali demand compliance with the provisions of this section.

(¢) Any cash held by the Pledgee as Pledged Collateral and all cash proceeds received by
the Pledgee in respect of any sale of, collection from, or other realization upon all or any part of the Pledged
Collateral shall be applied by the Pledgee:

First, to the payment of the costs and expenscs of such sale, including rcasonable,
compensation to the Pledgee and its counsel, and all expenses, liabilities and advances made or incurred by
the Pledgee in connection therewith;

Next, to the Pledgee based on the then outstanding obligations under the Reinsurance
Agreement; and

Finally, after payment in full of all obligations under the Reinsurance Agreement, to the
payment to the Pledgor, or its successors or assigns, or to whomsocver may be lawfully entitled to reccive
the same or as a court of competent jurisdiction may direct, of any surplus then remaining from such
proceeds.

SECTION 11. Expenses. The Pledgor will upon demand pay to the Pledgee the amount of
any and all expenses, including the fees and expenses of its counsel and of any experts, which the Pledges
may incur in connection with (i) the administration of this Agreement, (ii) the custody or preservation of, or
the sale of, collection from, or other realization upon, any of the Pledged Collateral, {iii) the exercise or
cnforcement of any of the rights hercunder of the Pledgee or (iv) the failurc by the Pledgor to perform or
observe any of the provisions hereof.

SECTION 12. Security Interest Absolute. All rights of the Pledgee and security interests
hereunder, and all obligations of the Pledgor hereunder, shall be absolute and unconditional irrespective of:

(1) any lack of validity or enforceability of the Reinsurance Agreement or any other
agreement or instrument relating thereto;

(ii) any change in the time, manner or place of payment of, or in any other term of,
all or any of the obligations under the Reinsurance Agreement, or any other amendment or
waiver of or any consent to any departure from the Reinsurance Agreement;

(iii) any exchange, release or non-perfection of any other collateral, or any release

or amendment or waiver of or consent to departure from any guaranty, for all or any of the
obligations under the Reinsurance Agreement; or
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(iv) any other circumstance which might otherwise constitute a defense available
to, or a discharge of, the Plcdgor or a third party pledgor.

SECTION 13. Amendments, Btc. No amendment or waiver of any provision of'this
Agreement nor consent to any departure by the Pledgor herefrom, shall in any event be effective unless the
same shall be in writing and signed by the Pledgee, and then such waiver or consent shall be effective only
in the specific instance and for the specific purpose for which given.

SECTION 14. Notices. All notices and other communications under this Agreement shall
bo in writing and deemed to have been duly given if sent by registered airmail, internationally recognized
overnight delivery service, or facsimile transmission as follows (or to such other address as a party may
have specified by notice given to the other party pursuant to this provision):

If to the Pledgor to:

Capco Reinsurance Company Ltd,
Chelston park, Building No.2
Collymore Rock, St Michacl
Barbados

Attention: Mr. Martin Hole
Facsimile: 1246 429 8517

If to the Pledgee, to:

National Union Fire Insurance Company of Pittsburgh, Pa.
70 Pinc Street

New York, NY 10270 USA

Attention: Jeff Schattin

Facsimile: 212 509 7059

with a copy to:

National Union Fire Insurance Company of Pittsburgh, Pa.
160 Watcr Strect, 24th Floor

New York, NY 10038 USA

Attention: General Counsel, Domestic Brokerage Group
Facsimile: (212) 820-4504

Any notice sent by registered airmail shall be deemed to have been delivered seven days after dispatch, any
notice sent by interationally recognized overnight delivery service shall be deemed to have been delivered
upon receipt, and any notice sent by facsimile transmission shall be deemed to have been delivered upon
confirmed transmission.

SECTION 15. Continuing Security Interest. This Agreement shall create a continuing
security interest in the Pledged Collateral and shall (i) remain in full force and effect until payment in full of
all obligations under the Reinsurance Agreement, (ii) be binding upon the Pledgor, its successors and
assigns, and (iii) inure, together with the rights and remedies of the Pledgee hereunder, to the benefit of the
Pledgee and its successors, transferees and assigns. Upon the payment in full of all obligations under the
Reinsurance Agreement, the Pledgor shall be entitled to the return, upon its request and at its expense, of
such of the Pledged Collateral as shall not have been sold or otherwise applicd pursuant to the terms hercof.
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SECTION 16. Govemning Law. Terms. This Agreoment shall be govemed by, and be
construed and interpreted in accordance with, the laws of the New York, without reference to any principle
of conflicts of laws that would cause the application of the laws of any jurisdiction other than the State of
New York.

SECTION 17. Submission to Jurisdiction; Consent to Service of Process.

(a) The parties hereto hereby irrevocably submit to the non-exclusive jurisdiction of
the Supreme Court of the State of New York (without prejudics to the right of any party to remove to the
United States District Court for the Southem District of New York) and to the non-exclusive junisdiction of
the United States District Court for the Southern District of New York, over any dispute arising out of or
relating to this Agreement or any of the transactions contemplated hereby and each party hereby irrevocably
agrees that all claims in respect of such dispute or any suit, action proceeding related thereto may be heard
and determined in such courts. The parties hereby irrevocably waive, o the fullest extent permitted by
applicable law, any cbjection that they may now or hereafter have to the laying of venue of any such dispute
brought in such court or any defense of inconvenient forum for the maintenance of such dispute. Each of the
partics hercto agrees that a judgment in any such dispute may be enforced in other jurisdictions by suit on
the judgment or in any other manner provided by law.

(b) Each of the parties hereto hereby consents to process being served by any party to
this Agreement in any suit, action or proceeding by the mailing of a copy thereof in accordance with the
provisions of Section 14 hereof.

[SIGNATURE PAGE FOLLOWS.]
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IN WITNESS WHEREOF, the undersigned have caused this Agreement to be duly
cxceuted and delivered by their respective officers thercunto duly authorized as of the datc first above writ-
ten.

CAPCO REINSURANCE COMPANY LTD.,
as Pledgor

By

Namg:
Title:

NATIONAL UNION FIRE INSURANCE
COMPANY OF PITTSBURGH, PA.,
as Pledgee

By

Name:
Title:
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INVESTMENT MANAGEMENT AGREEMENT{PRIVATE }

THIS AGREEMENT is made on the [25th] day of [August], 2000

BETWEEN:

(D) CAPCO REINSURANCE COMPANY LTD., having its
registered office at Chelston Park, Building No.2, Collymore
Rock, St. Michael, Barbados, West Indies (the "Client") of the
one part; and

(2) AJIG GLOBAL INVESTMENT CORP. (IRELAND) L.TD.,
having its registered office at AIG Centre, IFSC, North Wall
Quay, Dublin 1, Ireland (the "Company") of the other part.

WHEREAS:

The Company is authorised by the Central Bank of Treland under the
Investment Intermediaries Act, 1995, to provide investment
management services.

The Client wishes to obtain investment management services in respect
of certain assets and the Company is willing to provide such services
subject to the terms and conditions set out in this Agreement.

IT IS AGREED as follows:

1. Prior Agreements Superseded

From and after the date hereof] this Agreement shall supersede
any prior agreement pertaining 10 the provision of investment
advisory/managemernt services, and any amendments thereto,
between the parties hereto.

2. Appointment

2.1 The Client hereby appoints the Company, and the Company
hereby accepis the appeintment, as investment manager (or the
Client of such cash, securities or other property as shall from
time to time be compnised in the portfolio, described in the
Schedule hereto (the “Portfolio™).

2.2 Any cash, securities or other property relating to the Portfolio
transferred to the Custodian (as defined in sub-clause 3.1) by
the Client shall in the absence of express instructions to the
contrary {orm part of the Porifolio. Any income derived from
the Portfolio, any moneys resulting from disposal or

July 31
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redempiion of securilies or other property forming part of the
Portfolio, and any securities or other property purchased out of
any such proceeds, shall be added to such Portfolio.

2.3 Except as scheduled in Exhibit D, the Client warrants that it is
and shall during the continuance of this Agreement remain the
beneficial owner of the Portfolio, free of all liens, charges,
options and third party rights whatsoever.

2.4 The Company may appoint any person, firm or corporation to
' act as sub-investment adviser or sub-investment manager to
assist the Company in the performance of its obligations under
this Agreement. The Company shall notify the Client in
writing of any such appointment. Fees of any such sub-
investment adviser or sub-investment manager shall be paid by
the Company and shall not be paid by the Client.

3. Custody

3.1 Subject to Section 3.2 below, the Portfolios shall be held in the
custody of the custodian(s) named in the Schedule hereto (the
"Custodian") or such other custodian(s) as the parties shall
from time to time agree in writing (the " Additional
Custodians™). All funds and assets comprising the Porlfolio,
plus any securities or other property purchased or acquired on
behalf of such Portfolio pursuant hereto, shall be deposited with
the Custodians or Additional Custodians (hereinafter
collectively refarred to as the “Related Custodians™) for
safekeeping.

3.2  Notwithstanding the foregoing, the Company or the Related
Custodians may give effect to their obligations hereunder by
depositing securities or other investments held in a Portfolio, or
acquired on behalf of such Portfolio pursuant hereto, with any
eligible custodian (as described in sub-clause 3.1) or with
Euroclear, CEDEL or other internationally recognized
securities clearing houses or by employmng sub-custodians or
other agents.

33 Tf the Client shall so request, registered securities will be
registered in the name of the Client, the Related Custodians or
any trustee or nominee company specified in the Schedule or
notified by the Client to the Company from time to time, which
tfrustee or nominee company will hold them as nomtines for the
Client,

July 31
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4.1

4.2

4.3

4.4

July 31

Scope of Authorisation

The Client hereby authorises the Company on the Client's
behalf to invest and re-invest, and vary the investment of, the
Portfolio and any part thereof, in accordance with the
guidelines specified in the Schedule hereto and as the Client
may communicate by written instructions to the Company from
one or more persons authorised by the Board of Directors of
the Client from time to time (the “Authorised Persons™) but
otherwise at the complete and absolute discretion of the
Company; provided, however, that the disposition of the
Client's property shall at all times be and remain within the
Client's control. The Client shall furnish the Company with a
certified copy of any resolution of the Board of Directors of the
Client authorising any person to given insiructions to the
Company on the Client's behalf and the Company shall be
entitled to accept such resolution as conclusive evidence of that
person’s authority to give such instructions to the Company.

The Company, or its delegate, shall make all decisions
concerning any purchases, sales, conversion privileges, voting
or subscription rights or other decisions appertaining to the
securities held as part of the Portfblio of which the Company
has written notice, in each case in accordance with the
Company's understanding of any investment policy and/or
investment guidelines set out in the Schedule hereto or
communicated by an Authorised Person of the Client in writing
to the Company.

The Company shall cause the Related Custodians to deliver
securities or other property, make payments or otherwise move
any part of the Portfolios on the Client's behalf on the express
instructions of an Authorised Person of the Client in writing or
by tested telex or facsimile,

The Company acknowledges that the Client is party to a Pledge
and Security Agreement, dated as of [August 14], 2000, in
[avor ol National Union Fire Insurance Company of Pilisburgh,
Pa. (*National Union™) relating to the Client’s obligations
under the Reinsurance Agreement {as defined below).
Notwithstanding anything to the contrary contained herein, the
Company agrees that it will not permit any withdrawal of cash,
securities or other property from the Portfolio absent the
express written consent of National Union. The Company
further agrees that in the event it receives notice from National
Union of a defaull by the Client under the Reinsurance
Agreement, it will treat National Union as the party to whom all
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4.5

4.6

4.7

4.8

July 31

notices should be delivered, and fform whom all instructions
should be received, for purposes of this Agreement and will no
longer accept instructions from the Chent.

The Company may appoint brokers, clearing organisations,
agents or other parties or intermediaries as the Client may agree
fromtime to time for the performance of any of its duties
relating to the investment and management of the Portfolio
hereunder. With respect to the Portfolio, fees of brokers and
such other intermediaries and of the Custodian shall be paid by
the Custodian out of the Portfolio and all such payments shall
be reported directly to the Client.

The authorities herein contained are continuing ones and shall
remain in full force and effect until revoked by termination of
this Agreement, which termination will not affect any
iransaction entered into prior to the date on which such
termination took effect.

The Company may sell or purchase investments which are
included in, or are intended to become part of, the Portfolio as
part of a larger transaction or series of transactions in which
other persons are interested PROVIDED THAT the terms of
such purchase or sale are in the Company's reasonable opinion
fair and equitable and, where the Company deals on behalf of
the Client and other persons as part of a larger transaction, or in
a transaction not specifically allocated to the Client at the time
of dealing, (a) the transaction is to be identified in the
Company's records on the day of dealing as being expressly,
wholly or to a specified extent for the benefit of the Client and
is to be allocated to the Client and (b) the price paid or received
in the original transaction is to be identified in the Company's
records on the day of dealing.

Nothing contained in this Agreement shall prevent the
Company or any of its Affiliates from engaging in other
businesses or rendering services of any kind to any other person
or enlily. It connection therewith, the Company and ils
Affiliates may, without limitation:

{a) provide services to other third parties that are similar to
the services provided to the Client;

(b) receive fees for services rendered to any of the issuers
of secunties held n the Portfoho;
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4.9

4,10

July 31

{c) be retained Lo provide services 1o the Clieni or its
Affiliates (in addition to the services provided to the
Client hereunder);

(d) hold the capital stock of the Client or any of its
Affiliates; and

(&) hold the capital stock of any of the issuers of securities
held in the Portfolios.

In this Agreement "Affiliate" means any holding company or
subsidiary of the relevant party or any other subsidiary of such
holding company ("subsidiary" and "holding company* having
the meanings given to them by Section 155 of the Companies
Act 1963).

Porifolio investments and reinvestments may differ from those
made or recommended with respect to other clients of the
Company, including investment companies, even though the
investment objectives may be the same or similar, The
Company shall not be liable for such differences as may exist
between Portfolio investments or reinvestments and
investments or reinvestments made or recommended with
respect to other clients of the Company.

Movements in currency exchange rates may have a separate
effect, unfavorable as well as favorable, on the gain or loss
otherwise experienced on a Portfolio investment. The Company
shall not be liabie for any losses experienced on a Portfolio
investment due to movements in currency exchange rates.

Reporting

The Company shall at least once a month provide the Client
and National Union with statements containing information set
out in Exhibit B hereto, and such other reports or data as may
be reasonably requested or required by applicable law. The
Company shall maintain appropriate records ol all its activilies
hereunder and shall make such records available to the Client
or its agents as the Client shall reasonably request,

Fees

As remuneration for the services provided under this
Agreement, with respect to the Portfolio the Client shall pay or
cause (o be paid to the Company the monthly (ees set oul in the
Schedule hereto.
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7. Representations and Warranties

71 The Client hereby represents and warrants to the Company as
follows:

()

(b)

(©)

(D)

(e)

July 31
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the Client is a corporation duly organized, validly
existing and in good standing under the laws of its
jurisdiction of incorporation and has the corporate
power and corporate authority to own its agsets and to
transact the business in which it is now engaged;

the Client has the corporate power and corporate
authority to execute and deliver this Agreement and to
perform its obligations hereunder. This Agreement has
been duly authorized, executed and delivered by the
Client and constitutes a legal, valid and binding
obligation of the Client enforceable against the Client in
accordance with its terms;

no consent of any person, including without Hmit the
stockholders or creditors of the Client, and no license,
permit, approval or awthorization of, exemption by,
notice or report to, or registration, filing or declaration
with, any governmental authority is required by the
Client in connection with this Agreement;

the exercise, delivery and performance of this
Agreement will not violate any provision of any
existing law or regulation binding on the Client, or any
order, judgment, award or decree of any court, arbitrator
or government authority binding on the Client, or the
Memorandum of Association or Bye-Laws, both as
amended, of the Client, or any mortgage, indenture,
lease, contract or other agreement, instrument or
undertaking to which the Client is a party or by which
the Client or any of'its assets may be bound, or require
the crealion or imposiiion ol any lien on any of the
Client's property, assets or revenues pursuant to the
provisions of any such mortgage, mdenture, lease,
contract or other agreement, instrument or undertaking;

the Client shall prompily deliver to the Company such
information papers and documents required or
reasonably requested by the Company in connection
with the performance olits duties [or the Portfolios;
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(2)

)

the Client shall promplly notify the Company of any
facts or circumstances or any change therein which
may, directly or indirectly, affect the management by
the Company of any one or all of the Portfolios;

the list of signatures shown in Exhibit C hereto
constitutes the valid signatures of all Authorised
Persons of the Client authorised to take any action with
respect 1o the Portfolio and the Company shall be
entitled to rely conclusively on any document executed
by any one of them until notified to the contrary; and

Except as scheduled in Exhibit D, the Client is and shall
during the term of this Agreement remain as the
beneficial owner of the Portfolio, free and clear of any
and all liens, charges, options and encumbrances or
other third party rights whatsoever.

7.2  The Company hereby represents and warrants to the Client as
follows:

(@

(b)

(©

(d)

July 31
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the Company is a corporation duly crganized, validly
existing and in good standing under the laws of its
Jurisdiction of incorporation and has the corporate
power and corporate authority to own its assets and to
transact the business in which it is now engaged;

the Company has the corporate power and corporate
authority to execute and deliver this Agreement and to
perform its obligations hereunder. This Agreement has
been duly authorized, executed and delivered by the
Company and constitutes a legal, valid and binding
obligarion of the Company enforceable against the
Company in accordance with ifs terms;

no consent of any person, including without limit the
stockholders or creditors of the Company, and no
license, permil, approval or authorization of, exemption
by, notice or report to, or registration, filing or
declaration with, any governmental authority is required
by the Company in connection wiih this Agreement;

the exercise, delivery and performance of this
Apreement will not violate any provision of any
existing law or regulation binding on the Company, or
any order, judgment, award or decree ol any court,
arbitrator or government authority binding on the
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Company, or the Memorandum of Associalion or
Bye-Laws, both as amended, of the Company, or any
mortgage, indenture, lease, contract or other agreement,
instrument or undertaking to which the Company is a
party or by which the Company or any of its assets may
be bound, or require the creation or imposition of any
lien on any of the Company's property, assets or
revenues pursuant to the provisions of any such
morlgage, indenture, lease, contract or other agreement,
mstrument or undertaking; and

(e) the Company is authorised to carry on its activities by
the Central Bank of Ireland under the Investment
Intermediaries Act, 1995,

8. Limits on Company Responsibility

8.1

8.2

83

8.4,

July 31

The duties and obligations of the Company shall be determined
solely by the express provisions of this Agreement and the
Company shall be responsible only for the good faith
performance of such duties and obligations as are specifically
set out in this Agreement. The Company shall not be bound in
any way by any agreement or conitract between the Client and
any other third party (whether or not the Company has
knowledge thereof), other than the Pledge and Security
Agreement described in Exhibit D.

The Company shall not be responsible in any manner
whatsoever for any failure or inability of the Client to honor
any of the provisions of this Agreement.

The Company shall not be responsible tor the solvency of or
the due and proper performance of the obligations of any third
party bank, clearing organization, broker, intermediary,
nominee or agent appointed or employed by the Company in
good faith for the performance of its duties but the Company
shall make available to the Client such rights (if any) as the
Company may have againsi such person in the evenl of the
insolvency of any of the above or its failure properly to perform
such obligations and shall give such assistance as the Client
may reasonably require to exercise such rights.

The Company shall be fully protected in acting on and relying
upon any written advice, certificate, notice, direction,
instruction, request or other paper or document which the
Company in good faith believes (o be genuine and (o have been
signed or presented by the proper party or parties, and may
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8.5

8.6

8.7

8.8

3.9

July 31

assume that any person purporling io give such advice,
certificate, notice, direction, instruction or request or other
paper or document has been duly authorised to do so.

The Company may seck the advice of legal counsel In the event
of any dispute or question as to the construction of any of the
provisions of this Agreement or its duties hereunder, and it
shall incur no liability and shall be fully protected in respect of
any action takern, omitted or suffered by it in good faith in
reliance upon and in accordance with the opinion of such
counsel.

The Company shall not be liable to the Client for any acts or
omissions by the Company, its employees and agents under and
in connection with this Agreement, except by reason of acts or
omissions constituting bad taith, gross negligence or willful
misconduct.

The Client shall reimburse and indemnify the Company for,
and hold it harmless against, any loss, liability or expense,
including without limit counsel fees, incurred without bad faith,
wiliful misconduct or gross negligence on the part of the
Company arising out of or in cormection with its acceptance of,
or the performance of its duties and obligations under, this
Agreement as well as the costs and expenses of defending
against any claim or liability arising out of or relating to this
Agreement.

While the Company will endeavor to obtain the best price in
any transaction effected for the Client in accordance with the
terms of this Agreement, neither the Company nor any sub-
investment manager or sub-investment adviser appointed
pursuant to clause 2.4 of this Agreement, will owe the Client
the duty of “Best Execution” as defined in the IMRO Rules cr
elsewhere, other than as may be agreed in writing between the
Client and the Company from time to time in accordance with
applicable law.

Any complaints by the Client should be addressed in the
first instance to any Director of the Company.

Liability For Losses

The Company shall not be liable for loss caused directly or
indirectly by government restrictions, exchange or market
rulings, suspension of trading, war, strikes or other conditions
beyond the Company’s control.
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11

111

11.2

12.

12.1

12.2

July 31
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nfidenfiali

Except as required by the provisions of any applicable
laws, rules, and regulations or by any court order,
neither party hereto shall during the continuance of this
Agreement or after its termination disclose any
mformation relating to the business, investments,
finances or othetr matters of a confidential nature to any
third party of which it may in the course of the
performance of the Agreement have become possessed.

Termination of Agreement

This Agreement may be terminated by either party with respect
to any one or all of the Portfolios at any time from the date of
this Agreement upon giving at least 30 days' written notice to
the other party.

Subject to any commitments made prior to the date of a notice
of termination pursuant to sub-clause 11.1. above to purchase
or dispose of securities or other property (which shall be
executed or completed even after such date), the Company shall
not after the date of said notice of termination execute any
further transactions on behalf of those Portfolio(s} which are
the subject of such termination. Upon termination, neither of
the parties shall have any obligation to the other with respect to
the Portfolio which are the subject of such termination except
for the parties obligations under this clause 11 and the
Company's obligation to return to the Client (as prompily as
practicable in such forms as it may then exist) such funds and
assets comprising such Portfolio, after deduction of
management fees and other sums properly due to the Company
under this Agreement to the date of termination, together with a
full account of all transactions effected up to such date.

Withdrawal

The Client may withdraw any portion of the Porifolio from
management at any time by giving 30 day's notice to the
Company in writing. Any funds and assets comprising such
Portfolio which are withdrawn will be delivered to the Client as
soon as practicable thereafter.

A notice to withdraw the whole of the Portfolio will constitute
anotice 1o lerminale this Agreement as if il were a nolice given
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under clause 11, provided that such nofice may only be given in
accordance with clause 11,

13. Governing Law

13.1 This Agreement shall be govemed by and construed in
accordance with the laws of the Republic of Ireland.

13.2  Ifany suit or arbitration is instituted by any of the parties hereto
to enforce any of the terms or conditions of this Agreement,
each of the parties hereto hereby submits to the jurisdiction of
the courts in the Republic of Treland.

14. Arbitration

14.1  Inthe event of any dispute arising out of or in relation to this
Agreement the same shall be decided by Arbitration in
accordance with the provisions of the Arbitration Act 1954, or
any statutory modification or re-epactment thereof for the time
being in force,

14.2  For the purposes of this Agreement, the Arbitrator shall be
chosen by the President for the time being of the Incorporated
Law Society of Ireland.

15, Notices

15.1 Notices to the Company may be hand-delivered or dispatched
by registered mail, or may be faxed or telexed to the
Company's address in Dublin, and to such other addresses (and
in the case of telex or fax to such telex or fax addresses) as the
Company may have designated in writing to the Client. Such
notices shall be deemed to have been properly delivered or
given hereunder and shall be effective on the date of delivery.

152 Notices to the Client may be hand-delivered or dispatched by
registered mail, or may be telexed or faxed to the Clients
address in Barbados or such other address as may be notified
in writing by the Client to the Company (and in the case of
telex or fax to such telex or fax addresses). Such notices shall
be deemed to have been properly delivered or given hereunder
and shall be effective on the date of delivery.

16. Rules

16,1 Where al any lime compliance with any provision in this
Agreement would be conirary to any bye-law, rule, regulation

July 31
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16.2

17.

17.1

17.2

17.3

18.

July 31

or code of conduct or praclice in force from lime io lime and
applying to either party, then the parties shall meet to discuss in
good faith a method of amending this Agreement in light of the
circumstances. If the parties cannot agree on a satisfactory
amendment within 45 days of the parties’ becoming aware of
such potential conflict, then either party may by notice to the
other terminate this Agreement forthwith., Sub-clause 11.2

shall apply to such termination.

If any provision or condition of this Agreement shall be held to
be invalid or unenforceable by any court, or regulatory agency
or bady, such invalidity or unenforceability shall aftach only to
such provision or condition. The validity of the remaining
provisions shall not be affected thereby and this Agreement

shall be carried out as if such invalid or unenforceable
provision or condition were not contained herein.

Entire Apreement and Amendments

This Apreement, together with the Schedules and
Exhibits hereto, constitutes the entire agreement among
the parties with respect to the management of the
Portfolio and matters ancillary thereto (including all
accounts which the Client may open or re-open with the
Company), and supersedes and extinguishes any
arrangement, representations and/or warranties
previously given or made other than those expressly set
out in this Agreement,

The express terms hereof control and supersede any
course of performance and/or usage of the trade. -

This Agreement may not be amended except by a notice
in writing signed by both ofthe parties hereto.

No Waiver

Neither the failure nor any delay on the part of any
party in exercising any right, remedy, power or
privilege under this Agreement shall operate as a waiver
thereof. No single or partial exercise of any right,
remedy, power or privilege shall preclude any other or
Turther exercise of the same or of any other right,
remeady, power or privilege, nor shall any waiver of any
right, remedy, power or privilege with respect to any
occurrence be construed as a waiver ol such right,
remeady, power or privilege with respect to any other
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occurrence. No waiver hereunder shall be elfective
unless it is in writing and is signed by the party asserted
to have granted such waiver.

19. No Joint Venture

The Company and the Client are not partners or joint
venturers and nothing herein shall be construed to make
them such partners or joint venturers or impose liability
as such by reason thereof

20, Successors and Assigns

No assignment of this Agreement may be made by any
party without the consent of the other party hereto, and
any such assignment made without such consent shall
be null and void for all purposes. Subject to the
foregoing, the provisions of this Agreement shall be
binding upon and shall inure to the benefit of and be
enforceable by each of the parties hersto and their
respective successors and assigns,

21. Counterparts

This Agreement may be executed in any number of
counterparts, each of which shall be an original with the
same effect as if the signatures thereto and hereto were
upon the same instrument, and such counterparts
together shall constitute one and the same instrument.

22, General

22,1 The Company may whether for its own account or that of any
other person acquire, hold or deal in any investments of any
kind, nature or description whatsoever, and nothing in this
Agreement shall prevent the Company from contracting or
entering into or being interested in any financial, banking,
commercial, advisory or other {ransaction with any other
person.

22.2 The Company shall at all times maintain and keep in full force
and effect such insurance against such risks as is customary and
appropriate for investment management activities similar to
those of the Company.

23. Effective Date and Schedules

July 31
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24.

July 321

This Agreemenl shall iake effect on [August 14], 2000, subject
to any matter specified in the Schedule, the effective date of
which shall be as specified in such Schedule,

Headings

The section headings contained herein are for
convenience only and shall not alter or limit or define
the provisicns hereof.

[SIGNATURE PAGE FOLLOWE]
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IN WITNESS WHEREQPF, the parlies hereto have caused this
Agreement to be duly executed as of the day and year first above
written,

SIGNED BY:

for and on behalf of
CAPCO REINSURANCE COMPANY LTD.

SIGNED BY:

for and on behalf of
ATG GLOBAL INVESTMENT CORP. (IRELAND) LTD.

July 21
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EXHIBIT A

FORM OF SCHEDULE TO

INVESTMENT MANAGEMENT AGREEMENT{PRIVATE }

made on the [14th] day of [August], 2000

1 PORTIOLIO

1.

2.

The Client is Capco Reinsurance Company Ltd.

The Portfolio is to be invested in fixed income
securities; together with all subsequent additions thereto
of which the Company is given notice, and all other
property acquired as arranging thereon, proceeds
therefrom, or in substitution therefor, less authorised
payment by the Custodian.

The Portfolio will be held to meet the operating
requirements of the Client.

The Portfolio represents the capital for solvency
purposes of the Client.

Net gains and losses should be minimised. Also, whole
bond swapping activity to enhance returns is
encouraged, this should not become excessive and it
should be undertaken in the context of minimising net
gains and losses.

Preservation of capital followed by increases in value of
the investment are the priorities for the Portfolio.

1. CUSTODIAN

1.

2.

July 31
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The main Custodian is AIG Global Investment Trust
Services Lid.

Additional Custodian accounts can be opened with the
approval of the Client.
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III. GENERAL INVESTMENT GUIDELINES

L.

July 31

Confidentizal

Credit

All credits to be AA- or better (selected [single
Al] issues may be permitted subject to a case by
case approval by the Client).

Currency

The Portfolio's currency composition will be100
% US Dollars. No other currencies are
permitted,

Sovereign Risk

The following per country limits are permitted:

(a) US Up to 100%
(b) UK Up to 30%
Canada
Germany
Japan

All country limits are percent of Portfolio market value
on date of purchase and refer to the country of issuer or
guarantor.

Issuer Limits

Except in the case of Soversign/Sovereign
guarantee issues, where the linmits under 3
(Sovereign Risks) above apply, no issuer should
account for more than 5% of the market value
Or the Portlolio al the date ol purchase.

Issue Limits
No holding should exceed the greater of 10% of

the amowunt outstanding or US $10,000,000
nominal at the date of purchase.
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IV.

July 31

6. US Property
No US property is permitted.

7. Financial Futures and Options

No such instruments are permitted.
8. Convertibles

No convertible securities are permitted in the
Portfolio.

9. Short Positions
The Company will not take any short positions.

10. Hedging

No hedging of currency risk is permitted.

ES

The monthly fees referred to in clause 6 of the
Agreement shall be 15 basis points per annum of the
book value of the invested assets and cash balances.

BOOK VALUE OF THE INVESTED ASSETS

The book value of any asset shall be ils amortised value,
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EXHIBIT B
FORM OF SCHEDULE TO

INVESTMENT MANAGEMENT AGREEMENT{PRIVATE }

made on the [14th] day of [August], 2000

REPORTING REQUIREMENTS

The Company shall supply the Client and National
Union with a monthly report detailing the following:

July 31

1.

(2)

)
(©
(@

(e)
(0
(2

(@

(b)

(©

Security Purchases - Security Sales

Full description of security (name, coupon rate,
and maturity date)

Quantity purchased/sold
Trade and settlement dates

Unit purchase price, fees and purchase accrued
interest included in setflement amount

Name of broker
Settlement amount and bank account
Frequency of income payments

Monthlv Performance Reports

List of securities in the Portfolio, showing description,
original cost, market value at month end, and gain or
loss for each.

Realized gain or loss {or the Portlolio for the month and
for year to date.

Income report should include all income and expense on
a monthly basis and year to date.
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EXHIBIT C

FORM OF SCHEDULE TO
INVESTMENT MANAGEMENT AGREEMENT{PRIVATE }

made on the [14th] day of [August], 2000

AUTHORIZED PERSONS

1. Name(s) and address(es) of persons authorised to give
and receive notices, consents or other communications:

2, Certified copy of resolution of the Board of Directors of Client
designating Authorized Persons

3. List of signatures as to constitutes the valid signatures of all
Authornised Persons of the Client authorised to take any action
with respect to the Portfolio and the Company shall be entitled
to rely conclusively on any document executed by any one of
them,

July 31
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Confidential

EXHIBIT D

FORM OF SCHEDIULE TO
INVESTMENT MANAGEMENT AGREEMENT{PRIVATE }

made on the [14th] day of [August], 2000

SCHEDULE OF LIENS, CHARGES, OPTIONS AND THIRD
PARTY RIGHTS

The Company is party to a Pledge and Security Agreement, dated as of
[August 14], 2000, in favor of National Union Fire Insurance Company
of Pittsburgh, Pa. (*National Union™), pursuant to which the Company
has pledged certain assets held by AIG Global Investment Trust
Services Limited, as Custodian, to National Union to support the
Company’s obligations under an Aggregate Loss Ratio Agreement,
dated as of [August 14], 2000, by and between the Company and
National Union (the “Reinsurance Agreement™),

July 31
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