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PART 1

PRELIMINARY

1. DEFINITIONS

1.1 In the Scheme, unless the context otherwise requires or is otherwise expressly
provided for, the following expressions shall bear the meanings set opposite them:

Act means the Companies Act 1985;

Agreed Claims means Scheme Liabilities, the value of which has been agreed either
in writing, or electronically through the CLASS System, by the Company prior to the
Effective Date;

Agreed Losses means Scheme Liabilities in respect of losses that:

(a) either:

(i) have been paid by the Scheme Creditor; or

(ii) are due and payable by the Scheme Creditor; and

(b) are certain in amount;

Ascertainment Date means 30 June 2005;

Ascertained Scheme Claim means a Scheme Claim after it has been agreed in
accordance with Clause 3.5.4 or Clause 3.5.5 or adjudicated in accordance with
Clause 3.6.4, but after any Cross-claims have been set-off under Clause 2.8.1;

Base Rate means the Bank of England base rate;

Board means the board of directors of the Company from time to time;

Business Day means any day (other than a Saturday, Sunday or public holiday in
England and Wales) on which banks are open for business in the City of London;

Canadian Dollar means the lawful currency from time to time of Canada;

Claims Submission Date means the first Business Day falling seven months after the
Effective Date;

Claim Form means the claim form in substantially the same form as the example in
Schedule 2, to be completed by Scheme Creditors (or their duly authorised agents)
detailing Scheme Claims against the Company;

CLASS System means the Claims Loss Advice and Settlement System;
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Company means Reliance National Insurance Company (Europe) Limited (formerly
Reliance National Insurance Company (UK) Limited), a company incorporated under
the laws of England and Wales, with registered number 01445922;

Contract Currency means the currency in which the policy limits are described, or,
where one is allocated in the policy, the currency designated as the settlement
currency;

Council means the Council of Lloyd’s constituted by section 3 of Lloyd’s Act 1982;

Court means the High Court of Justice of England and Wales;

Creditors’ Meeting means  the  meeting  of  Scheme  Creditors  convened  pursuant  to
Section 425 of the Act to consider the Scheme;

Cross-claim means any Liability of a Scheme Creditor to the Company;

Disputed Scheme Claim means  a  Scheme  Claim  and  Cross-claims  referred  to  the
Scheme Adjudicator under clause 3.5.6;

Effective Date means the date on which an office copy of the order sanctioning the
Scheme is delivered to the Registrar of Companies in England and Wales and the
Scheme therefore becomes effective;

EMU means Economic and Monetary Union as contemplated in the Treaty on
European Union;

EMU Legislation means legislative measures of the Council of the European Union
for the introduction of, changeover to or operation of the Euro;

Entry Date means in respect of the currency of any member state of the European
Union which is not a Participating Member State at the date of this Scheme, the date
on which such member state’s currency is converted into the Euro in accordance with
EMU Legislation;

Euro means the single currency of Participating Member States of the European
Union;

Euro Unit means the currency unit of the Euro;

European Former National Currency Unit means the unit of currency (other than a
Euro unit) of a Participating Member State;

Excluded Business means any Liability of the Company described in Schedule 1.

Explanatory Statement means the statement dated 1 November 2005 explaining the
effect of the Scheme to Scheme Creditors in compliance with Section 426 of the Act;

IBNR Claims means Scheme Liabilities in respect of losses that:

(a) have been incurred by the Scheme Creditor; and
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(b) have not been reported to or by the Scheme Creditor,

Insolvency Act means the Insolvency Act 1986;

Insolvency Event means:

(a) the making of an order by the Court to wind up the Company pursuant to the
Insolvency Act;

(b) the passing of a resolution under s.84 Insolvency Act to wind up the
Company;

(c) the appointment of an administrator of the Company pursuant to the
Insolvency Act;

(d) the appointment of a provisional liquidator of the Company pursuant to the
Insolvency Act;

(e)  a  resolution  of  the  Board  that  the  assets  of  the  Company  are  insufficient  to
meet all the Liabilities of the Company in full; or

(f) the equivalent in any other jurisdiction.

Letter of Credit means any valid letter of credit issued to or for the benefit of a
Scheme Creditor in respect of a Scheme Insurance Contract;

Liability means any liability of a person, whether it is present, future, prospective or
contingent,  whether  its  amount  is  fixed  or  undetermined,  whether  or  not  it  involves
the payment of money and whether it arises at common law, in equity or by statute, in
England or in any other jurisdiction, or in any other manner whatsoever, but
excluding:

(a) any liability which is barred by statute or is otherwise unenforceable; or

(b) a liability under a contract or policy that is void;

Lloyd’s means the society incorporated by the Lloyd's Act 1871 by the name of
Lloyd's of One Lime Street, London EC3M 7HA;

Lloyd’s Syndicate means a member or group of members underwriting insurance
business at Lloyd’s to which a syndicate number is assigned by the Council;

Lloyd’s Syndicate Member means an underwriting member underwriting insurance
business as a member of a Lloyd’s Syndicate;

Managing Agent means  an  underwriting  agent  that  carries  on  underwriting  for  a
Lloyd’s Syndicate Member;

Norwegian Kroner means,  subject  to  clause  12.2,  the  lawful  currency  from time to
time of Norway;
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Notified Outstanding Claims means the Liabilities of a Scheme Creditor in respect of
losses that:

(a) have been notified to or by the Scheme Creditor; and

(b) have not yet become Agreed Losses;

Participating Member State means,  at  any  time,  each  state  participating  in  EMU at
such time;

Payable Scheme Claim means an Ascertained Scheme Claim following, where
applicable, deduction of:

(a) any sums obtained from Proceedings under clause 2.5.1;

(b) any sums obtained from Security Interests under clause 2.6.2(a);

(c) the value of Security Interests under clause 3.8.2;

(d) any payments directed under clause 3.6.8; and

(e) other deductions under clause 3.8.1;

If the amounts to be deducted from the Ascertained Scheme Claim are expressed in a
currency other than that in which the Payable Scheme Claim will be paid in
accordance with clause 4.2, then the Scheme Manager shall convert the deductible
sums into the currency in which the Payable Scheme Claim will be paid at the market
exchange rate at end of the calendar month preceding payment.

Payment Currency means  the  currency  that  is  the  Contract  Currency  for  the  largest
proportion of the Scheme Claimant’s Ascertained Scheme Claims;

Post means delivery by pre-paid first class post or airmail;

Proceedings means any process, action, step, or other legal proceeding (including,
without limitation, any demand, arbitration, alternative dispute resolution, judicial
review, adjudication, execution, seizure, distraint, forfeiture, re-entry, lien,
enforcement of judgment, or enforcement of any Security Interest (including, without
limitation, enforcement of any Letters of Credit));

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

Relevant Currency means:

(a) for the purposes of Scheme Claims submitted in US Dollars, US Dollars;

(b) for the purposes of Scheme Claims submitted in Canadian Dollars, Canadian
Dollars;
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(c) for the purposes of Scheme Claims submitted in Euro, Euro;

(d) for the purposes of Scheme Claims submitted in Norwegian Kroner,
Norwegian Kroner;

(e) for the purposes of Scheme Claims submitted in Swedish Kronor, Swedish
Kronor;

(f) for the purposes of Scheme Claims submitted in Swiss Francs, Swiss Francs;
and

(g) for the purposes of other Scheme Claims in other lawful currencies, Sterling;

Representative means a person determined to be a representative in accordance with
clause 2.11.1;

Scheme means this scheme of arrangement in its present form or with any
modifications  thereof  or  additions  thereto  approved  or  imposed  by  the  Court  in
accordance with clause 12.3;

Scheme Actuary means the person appointed under Part 8;

Scheme Adjudicator means the person appointed under Part 5;

Scheme Adviser means any of the persons appointed under Part 7;

Scheme Claim means the Agreed Losses, Notified Outstanding Claims and IBNR
Claims submitted on a Claim Form by a Scheme Creditor in accordance with Clause
3.3.2;

Scheme Claimant means a Scheme Creditor who has submitted a Scheme Claim;

Scheme Creditor means a person who:

(a) is or claims to be a creditor of the Company in respect of a Scheme Liability;
or

(b) is deemed to be such a person under clause 2.11.1;

Scheme Insurance Contract means any contract or policy of insurance, reinsurance
or retrocession of any kind, entered into by or on behalf of the Company, except those
detailed in Schedule 1;

Scheme Liability means a Liability (before the application of any set-off, Cross-
claim,  deduction,  escrow,  trust  or  Security  Interest)  that  arises  out  of  a  Scheme
Insurance Contract, other than a Liability relating to Excluded Business, and either:

(a) has arisen as at the Ascertainment Date; or

(b) may arise after the Ascertainment Date as a result of an obligation incurred
before Ascertainment Date;
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Scheme Manager means the person appointed under Part 6;

Scheme Officers means the Scheme Manager, the Scheme Adjudicator, the Scheme
Advisers and the Scheme Actuary and includes any person who is employed by such
persons or to whom functions under the Scheme are delegated by such a person;

Scheme Publications means:

(a) The Financial Times (UK, European and International editions);

(b) Insurance Day (UK);

(c) The London Gazette (UK);

(d) Lloyd's List (UK);

(e) Het Financieele Dagblad (Netherlands);

(f) Staatscourant (Netherlands);

(g) Handelsblatt (Germany);

(h) Bundesanzeiger (Germany);

(i) Versicherungswirtschaft (Germany);

(j) Expansión (Spain);

(k) Dagens Industri (Sweden);

(l) Dagens Naeringsliv (Norway);

(m) Neue Zürcher Zeitung (Switzerland);

(n) Monitor Belge (Belgium);

(o) L’Echo (Belgium);

(p) USA Today (USA);

(q) Globes (Israel);

(r) Australian Financial Review (Australia);

(s) Il Sole 24 Ore (Italy); and

(t) Les Echos (France).

Security Interest means any:
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(a) valid mortgage; charge; lien; deposit; assignment by way of security; other
security interest over Property of the Company; or bond given by or on behalf
of the Company; or

(b) Letter of Credit,

in respect of a Scheme Insurance Contract or in relation to a Proceeding concerning a
Scheme Insurance Contract;

Sterling means,  subject to clause 12.2,  the lawful currency from time to time of the
United Kingdom;

Suspended Scheme Claim means a Scheme Claim designated as such by the Scheme
Manager under clause 2.3;

Suspended Scheme Claim Continuation Date means the earlier of:

(a) the date on which the outcome of the Proceedings is determined; or

(b) the first Business Day six months (or such longer period agreed in accordance
with clause 2.3.5) after the designation of the Scheme Claim as a Suspended
Scheme Claim;

Swedish Kronor means, subject to clause 12.2, the lawful currency from time to time
of Sweden;

Swiss Francs means, subject to clause 12.2, the lawful currency from time to time of
Switzerland;

US Dollar means  the  lawful  currency  from  time  to  time  of  the  United  States  of
America; and

1.2 In  the  Scheme,  unless  the  context  otherwise  requires  or  otherwise  expressly
provides for:

(a) references to parts and clauses are references to the parts and
clauses respectively of the Scheme;

(b) references to a "person" include references to an individual,
firm, partnership, company, corporation, unincorporated body
of persons or any state or state agency;

(c)  references  to  a  statute  or  a  statutory  provision  include  the
same as subsequently modified, amended or re-enacted from
time to time;

(d) the singular includes the plural and vice versa and words
importing one gender shall include all genders;

(e)  headings  to  parts  and  clauses  are  for  ease  of  reference  only
and shall not affect the interpretation of the Scheme;
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(f) references to a period of days shall include Saturdays,
Sundays and public holidays and where the final day falls on
a Saturday, Sunday or public holiday, the next Business Day
after such date; and

(g) references to time shall be to London time (GMT/BST, as
appropriate).

1.3 The Company

1.3.1 The Company was incorporated in England and Wales on 29 August
1979 as an insurance company.

1.3.2 The Company's authorised share capital is £100 million divided into
100 million ordinary shares of £1 each, of which 87,750,000 have been issued.
Of the shares issued, 83,333,335 are fully paid up and 4,416,665 are paid as to
40  pence.   The  entire  issued  share  capital  of  the  Company  is  held  by  Omni
Whittington Investments (Guernsey) Limited.

1.3.3 The Company ceased underwriting insurance business on 15 January
2001.

1.4 Parties other than the Company and Scheme Creditors

1.4.1 Peter Matthews has given and not withdrawn his consent to act as the
Scheme Adjudicator from the Effective Date.

1.4.2 Omni Whittington Insurance Services Limited has given and not
withdrawn its consent to act as the Scheme Manager from the Effective Date.

1.4.3 Anthony James McMahon and John Mitchell Wardrop have each
given and not withdrawn their consent to act as a Scheme Adviser from the
Effective Date.

1.4.4 George Maher has given and not withdrawn his consent to act as the
Scheme Actuary from the Effective Date.

1.4.5 Dennis Eve, Stephanie Mocatta, Elaine Seaburgh, Julian Tighe and
Richard Whatton have each given and not withdrawn their consent to continue
to act as a director of the Company from the Effective Date.

1.5 The purpose of the Scheme

The purpose of the Scheme is to provide a procedure for the agreement, valuation and
satisfaction of Scheme Liabilities much earlier than would be the case if the Company
continued to run-off the business covered by the Scheme in the normal course.
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PART 2

THE SCHEME

2.

2.1 Application of the Scheme

The Scheme shall apply to all Scheme Liabilities.  The Scheme shall not
apply to any Excluded Business.

2.2 Stay of Proceedings

2.2.1 Subject to clause 2.3.1, Scheme Creditors are not permitted to
commence or continue any Proceedings against the Company, in any
jurisdiction, to establish the existence or amount of a Scheme Liability,
except:

(a) With the consent of the Scheme Manager; or

(b) If Proceedings are brought by the Company, and:

(i) the subject matter of those Proceedings is the same
transaction or occurrence which is the subject of the
Scheme Liability; and

(ii)  the  Scheme  Creditor’s  case  does  not  require  the
presence of third parties who are not subject to the
jurisdiction of the court.

2.2.2 No order, judgment, decision or award obtained by a Scheme
Creditor  in  breach  of  Clause  2.2.1  shall  give  rise  to  an  Ascertained  Scheme
Claim.   The  Scheme  Creditor  shall  not  seek  to  rely  on  such  an  order,
judgment, decision or award to evidence a Scheme Claim and shall have no
right to enforce the order, judgment, decision or award.

2.3 Suspended Scheme Claims

2.3.1 Where the Scheme Manager considers, in its absolute discretion, that
it would be in the interests of the efficient operation of the Scheme for
Proceedings underway at the Effective Date to be allowed to continue or
Proceedings to be commenced in respect of a particular Scheme Liability, it
may suspend the operation of clause 2.2 and clauses 3.5 - 3.5.7(b) in respect of
any Scheme Claim related to that Scheme Liability for up to six months, such
a Scheme Claim becoming a Suspended Scheme Claim.  The Scheme
Manager shall forthwith send a notice by Post to the Scheme Claimant,
informing him that his Scheme Claim has become a Suspended Scheme
Claim.  The notice shall include the Company’s agreement to be bound by the
outcome of the Proceedings.
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2.3.2 On the Suspended Scheme Claim Continuation Date, the Scheme
Manager shall forthwith send a notice by Post to the Scheme Claimant,
informing him that his Scheme Claim is no longer a Suspended Scheme
Claim.

2.3.3  If  the  Suspended  Scheme  Claim  Continuation  Date  falls  after  the
Claims Submission Date, then, in respect of that Scheme Claim, all subsequent
dates on which deadlines or time limits expire under parts 3 and 4 of the
Scheme  shall  be  deferred,  relative  to  the  Claims  Submission  Date,  by  the
number  of  days  between  the  Claims  Submission  Date  and  the  Suspended
Scheme Claim Continuation Date.

2.3.4 Nothing in this clause 2.3 affects the operation of clauses 3.2 - 3.4.

2.3.5 In any particular case, the Scheme Manager may, to the extent
reasonable and appropriate, extend the period of six months referred to in
clause 2.3.1, by agreement with the affected Scheme Creditor.

2.4 Enforcement of Scheme Claims

Scheme Claimants are not permitted to commence any Proceedings against the
Company, any Scheme Officer, the Board or any member of the Board, in any
jurisdiction, to enforce payment of a Payable Scheme Claim, Ascertained
Scheme Claim or  any  other  Scheme Liability  or  any  part  of  it,  except  that  a
Scheme Claimant may commence Proceedings against the Company where
the Company has failed to pay a Payable Scheme Claim in breach of part 4.

2.5 Effect of Proceedings prohibited by clauses 2.2.1 and 2.4

2.5.1 If a Scheme Creditor obtains any money, property or advantage at the
expense of the Company in breach of Clauses 2.2.1 or 2.4, its gross value shall
be deducted from any Ascertained Scheme Claim he has, in calculating his
Payable Scheme Claim.

2.5.2 For the purpose of clause 2.5.1, the value of any amount obtained
shall be the gross value as conclusively determined by the Scheme Manager,
acting in good faith, and may include, without limitation, such amount as it
considers appropriate by way of interest; or costs, charges or expenses
incurred by the Company as a consequence of the Proceedings.

2.5.3 To the extent that the gross value exceeds the value of the Payable
Scheme Claim the Scheme Creditor would otherwise have, the Scheme
Creditor shall hold the excess on trust for the Company and shall immediately
pay it to the Company without set-off, deduction, retention, abatement or
counterclaim.  Interest will accrue on the excess, from the date on which the
value is obtained by the Scheme Creditor, at a rate of 2 per cent above Base
Rate.

2.6 Enforcement of Security
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2.6.1 Nothing in the Scheme shall prevent a Scheme Creditor from
obtaining payment under any Security Interest, at any time, except that this
must be done strictly in accordance with the terms of:

(a) the Security Interest; and

(b) any contract in connection with or under which the Security
Interest has been granted.

2.6.2 If a Scheme Creditor recovers any sums under any Security Interest
after the Ascertainment Date:

(a) those sums shall be deducted from his Ascertained Scheme
Claim in respect of any Scheme Insurance Contract to which
the Security Interest relates in calculating his Payable Scheme
Claim; and

(b) he shall hold any such sums that exceed his Ascertained
Scheme Claim, in respect of any Scheme Insurance Contract
to which the Security Interest relates, on trust for the
Company and shall immediately pay them to the Company
without set-off, deduction, retention, abatement or
counterclaim.  Interest will accrue on the excess, from the
date on which the value is obtained by the Scheme Creditor,
at a rate of 2 per cent above Base Rate. The Scheme Creditor
may not apply the excess to any other Liabilities of the
Company unless he is entitled to do so by the contract in
connection with which or under which the Security Interest
has been granted.

2.7 No Interest

The Company shall make no payment under the Scheme for interest in
respect of a Scheme Claim, except that where Scheme Creditor is entitled to
interest under any statute, contract or court order, he shall to that extent be
entitled to claim interest, for the period up to one day before payment.

2.8 Set-Off

2.8.1 Where there have been mutual credits, mutual debts or other mutual
dealings between the Company and any Scheme Claimant such that there is a
Cross-claim, the Scheme Claim of the Scheme Claimant shall  have deducted
from it any such Cross-claim in set-off.

2.8.2 Only the balance (if any) due from the Company to the Scheme
Claimant following the deduction of any such Cross-claim shall constitute that
Scheme Claimant’s Ascertained Scheme Claim.

2.9 Lloyd’s Syndicates
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2.9.1  In  the  case  of  Lloyd’s  Syndicates,  the  members  of  each  Lloyd’s
Syndicate for each underwriting year (or, where relevant, the trustees of
appropriate trust funds or of collateral) shall be treated as if they were a single
Scheme Creditor of the Company in respect of any Scheme Liability referable
to  that  syndicate.   The  Scheme  Manager  shall  make  any  payment  under  the
Scheme to the Managing Agent of the relevant Lloyd’s Syndicate who shall be
responsible  for  ensuring  the  proper  application  of  the  payment.    Where  the
members  of  a  Lloyd’s  Syndicate  owe  money  to  the  Company,  they  shall  be
treated as a single debtor of the Company in respect of the sum due referable
to that Lloyd’s Syndicate and the Scheme Manager shall look to the Managing
Agent of the Lloyd’s Syndicate for payment.   These provisions shall also
apply for the purposes of determining rights of set-off and applying the
provisions of clause 2.8.1.

2.9.2 Furthermore, for the purposes of the Scheme, the effect of closing a
year of account (Year A) by means of one or successive reinsurance(s) to
close into a later year (Year B) of a Lloyd's Syndicate consisting of the same
members  and  no  others  as  the  Year  A Lloyd’s  Syndicate  shall  be  deemed to
have the result that the rights and liabilities of the members of the Lloyd's
Syndicate in Year B are treated as if they were a continuation of, and the same
as,  the  rights  and  liabilities  of  the  members  of  the  Lloyd's  Syndicate  in
Year A.

2.9.3 The Scheme Manager shall, in its absolute discretion, be entitled also
to apply clause 2.9.2 in any case where, based on evidence produced to the
Scheme Manager on behalf of the relevant Lloyd's Syndicates, the Scheme
Manager considers that there is sufficient commonality in the composition of
the  membership  of,  and  participation  in,  the  Lloyd’s  Syndicate  in  respect  of
Year B, when compared to the composition of the membership of, and
participation in,  the Lloyd’s Syndicate in respect of Year A, that  it  would be
appropriate to treat the Year B Lloyd’s Syndicate as a successor to the Year A
Lloyd’s Syndicate.

2.10 Broker Funding

2.10.1 Claims against the Company by insurance brokers in respect of
amounts  paid  by  them  to  a  Scheme  Creditor  whether  voluntarily  or
involuntarily:

(a) in satisfaction of or towards a Scheme Claim; or

(b) in payment of or towards premiums due from the Company to
that Scheme Creditor;

shall not be admitted as Scheme Claims, except as permitted by clause 2.10.2.

2.10.2 The claims referred to in clause 2.10.1 may be admitted as Scheme
Claims where:
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(a) the Scheme Creditor has assigned his claim against the
Company to the insurance broker, in writing, or given
authority to pay (in a form acceptable to the Company); and

(i) written notice of that assignment or authority has been
given to the Company; or

(ii) where that assignment or authority is made after the
Effective  Date,  written  notice  of  it  has  been  given  to
the Scheme Manager; or

(b) the payment was made pursuant to a pre-existing contractual
obligation of the insurance broker to, or at the request of, the
Company.

2.11 Representatives

2.11.1 The Scheme Manager may, in its absolute discretion, determine
managing general agents, the managers of underwriting pools, the holders of
line slips or binding authorities or any similar representative body to be a
Representative.

2.11.2 Unless notified to the contrary by the Scheme Creditor,  the Scheme
Manager may, in its absolute discretion, treat:

(a) a Representative as fully authorised to represent the Scheme
Creditor concerned for all purposes in connection with the
Scheme; and

(b) a Representative and each person for whom they are the
Representative as if they were a single Scheme Creditor or, as
the case may be, debtor in place of their principal or
principals.  This shall not affect the provisions of clause 2.9.

2.11.3 The Scheme Manager shall accept from the Representative any
payment owed to the Company by the principal(s) of the Representative and
may make any payment owed to the principal(s) under the Scheme to the
Representative.  Such payments by the Company shall discharge the Company
from any further obligation in respect of the Scheme Liability as though it had
been paid to the Scheme Creditor.  Neither the Scheme Manager nor the
Company shall have any liability to a Scheme Creditor arising from the
operation of this clause.
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PART 3

DETERMINATION OF SCHEME CLAIMS

3.

3.1 Ascertainment Date

All Scheme Claims shall be valued as at the Ascertainment Date, except as
provided for in clause 3.5.2.

3.2 Notice of Effective Date

Not  more  than  two  weeks  after  the  Effective  Date,  the  Company  shall  give
notice in the following ways that the Scheme has become effective and of the
Claims Submission Date:

(a) by Post to each person who the Company believes may be a
Scheme Creditor;

(b) by Post to each insurance broker (or its successor) who the
Company knows to have been responsible for placing
insurance business which is covered by the Scheme; and

(c) by notice in the Scheme Publications, including an invitation
to Scheme Creditors to request a Claim Form.

3.3 Claim Forms

3.3.1 The Company shall send blank Claim Forms:

(a) within two weeks of the Effective Date to the persons referred
to in Clauses 3.2(a) and 3.2(b); and

(b) as soon as is reasonably practicable, to each person
responding to the invitation referred to in Clause 3.2(c).

3.3.2 Each Scheme Creditor shall be invited to complete a Claim Form
with details of:

(a) Scheme Liabilities, Security Interests and escrow or trusts in
respect of each Scheme Insurance Contract; and

(b) Cross-claims.

3.3.3 Claim Forms must be sent to the Scheme Manager to arrive on or
before the Claims Submission Date.

3.3.4  The  Claim  Form  should  be  completed  in  accordance  with  the
instructions incorporated in it and should divide each Scheme Claim between
Agreed Losses, Notified Outstanding Claims and IBNR Claims.
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3.3.5 Without prejudice to the power of the Scheme Manager to request
further information, Scheme Creditors should provide to the Scheme Manager
such supporting evidence as they consider sufficient to justify their Scheme
Claim.

3.3.6 In respect of Agreed Losses and Notified Outstanding Claims,
Scheme Creditors who are submitting Scheme Claims under reinsurance
contracts should provide the following supporting information where
appropriate:

(a) loss bordereaux certified by the leading underwriter;

(b) loss reports from the Scheme Creditor's policyholders or
cedants or their legal representatives;

(c) closing statements for Agreed Claims which are not yet
settled;

(d) cession statements; and/or

(e) most recently reported loss advice.

3.3.7  In  respect  of  IBNR  Claims,  Scheme  Creditors  who  are  submitting
Scheme Claims under reinsurance contracts should provide details of the basis
for the calculation, supported by documentary evidence showing the
reasonableness of each claim. The following are examples of possible
evidence:

(a) cumulative data triangles of paid and incurred loss data, or
incurred loss ratios;

(b) chain ladder statistics;

(c) loss bordereaux certified by the leading underwriter;

(d) loss reports from the leading underwriter, policyholders or
cedants to the Scheme Creditor;

(e) any relevant actuarial reports;

(f) benchmark assumptions used;

(g) court awards for damages or judgments giving rise to claims;

(h) US attorney-generated APH reports for reinsureds and
reinsurance brokers; and/or

(i) any other supporting information considered by the Scheme
Creditor to be relevant.
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3.3.8 Scheme Claimants shall also submit to the Scheme Manager on
request such additional information as is reasonably required for the Company
to recover from its reinsurers.

3.3.9 Scheme Claimants may submit to the Scheme Manager a revised
Claim Form and/or revised information in respect of a Scheme Claim, together
with any relevant supporting documentation, at any time up to the Claims
Submission Date.

3.3.10 After the Claims Submission Date, Scheme Creditors are not entitled
to make or revise a Scheme Claim or provide further information (unless
required to do so in accordance with the Scheme).

3.4 Obligation to submit Claim Form

3.4.1  Scheme  Creditors  must  submit  a  Claim  Form  or  they  will  not  be
entitled to any payment, other than in respect of their Agreed Claims.  With
the exception of Agreed Claims, Scheme Liabilities that are not submitted as
Scheme Claims will not be paid.

3.4.2 Notwithstanding the provisions of clause 3.4.1, Scheme Creditors are
encouraged to submit Scheme Claims in respect of Agreed Claims.

3.4.3 Details of Scheme Liabilities provided to the Company for the
purposes  of  the  Creditors’  Meeting,  the  amount  in  respect  of  which  the
Scheme Creditor votes at the Creditors’ Meeting and any adjudication or
decision relating to the value of the Scheme Creditor’s claim for those
purposes shall not be binding on anyone other than for the purposes of voting
at  the  Creditors’  Meeting.   Scheme  Creditors  are  still  required  to  submit  a
Claim Form.

3.5 Determination of Scheme Claims

3.5.1 The Scheme Manager shall examine each Claim Form returned to it
in accordance with clause 3.3.2. Such examination shall include (without
limitation) consideration of whether:

(a) details of Scheme Insurance Contracts or insurance brokers
are correct and adequately supported by any documentation
submitted with the Claim Form;

(b)  details  of  estimates  of  Scheme  Claims  are  accurate  and
reasonable;

(c) there is any Cross-claim to which clause 2.8.1 does or may
apply; and

(d) there is any Security Interest or other deduction to which
clause 3.8 does or may apply.
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3.5.2 If there is any significant change in the value of IBNR Claims or
Notified Outstanding Claims between the Ascertainment Date and the Claims
Submission Date, this may be taken into account by the Scheme Manager and
Scheme Adjudicator in agreeing or adjudicating the value of a Scheme Claim.

3.5.3 Up to the Claims Submission Date, the Scheme Manager may give
notice to the Scheme Claimant specifying further information or evidence it
reasonably requires to assist it in agreeing the Scheme Claim and/or Cross-
claims.

3.5.4 From the Claims Submission Date,  if  the Scheme Manager does not
agree  with  the  Scheme  Claim  and/or  Cross-claims,  or  does  not  consider  the
supporting information to be adequate, it shall notify the Scheme Claimant of
that fact and its reasons, by Post, within six weeks of the Claims Submission
Date and shall request any further information or evidence that would assist it
in agreeing the Scheme Claim and/or Cross-claims.  The Scheme Claimant
shall provide that further information or evidence within four weeks of the
request being received.  If the Scheme Manager then agrees with the Scheme
Claim and Cross-claims, clause 3.5.5 shall apply.  If the Scheme Manager
does not agree with the Scheme Claim and/or Cross-claims, clause 3.5.6 shall
apply.

3.5.5 If the Scheme Manager agrees with the Scheme Claim and Cross-
claims, it shall notify the Scheme Claimant of its agreement, in writing, by
Post,  within  six  weeks  of  the  Claims  Submission  Date  (or  six  weeks  of  the
receipt of further information under clause 3.5.4, if applicable).  The Scheme
Claim, net of any Cross-claims, will become an Ascertained Scheme Claim on
the date the notice is sent.

3.5.6  If  the  Scheme  Claim  and/or  Cross-claims  are  not  agreed  by  the
Scheme Manager within six months of the Claims Submission Date, then
(unless  the  Scheme  Manager  and  the  Scheme  Claimant  agree  to  extend  this
time  period)  the  Scheme  Claim  and  Cross-claims  shall  become  a  Disputed
Scheme Claim and the Scheme Manager shall refer the Disputed Scheme
Claim to the Scheme Adjudicator forthwith.

3.5.7 If a Disputed Scheme Claim is referred to the Scheme Adjudicator in
accordance with clause 3.5.6, the Scheme Manager shall notify the Scheme
Claimant, in writing, by Post, that:

(a) the Scheme Claim and Cross-claims have become a Disputed
Scheme Claim; and

(b)  the  dispute  between  the  Scheme  Manager  and  the  Scheme
Claimant regarding the Scheme Claim and/or Cross-claims
will be determined by the Scheme Adjudicator in accordance
with the adjudication procedure in clause 3.6.

3.6 Adjudication of Disputed Scheme Claims
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3.6.1 When referring any Disputed Scheme Claim to the Scheme
Adjudicator under clause 3.5.6, the Scheme Manager shall provide to the
Scheme Adjudicator:

(a)  a  copy  of  the  Claim  Form  (as  amended  or  revised  and
together with all attachments thereto and supporting evidence
provided); and

(b) a copy of any notice, statement or correspondence, under this
Part 3, sent or received by the Scheme Manager in connection
with the Scheme Claim and Cross-claims.

3.6.2 The Scheme Adjudicator shall have access to all of the Company's
relevant records and information in the possession or under the control of the
Company or the Scheme Manager that he considers he needs to determine the
Disputed Scheme Claim.

3.6.3 When a Disputed Scheme Claim is referred to the Scheme
Adjudicator:

(a) the Scheme Adjudicator shall consider the papers and
documents before him within four weeks of receipt of the
information referred to in clause 3.6.1.  If necessary, he shall,
within that period, send a notice to the person concerned
stating that he requires:

(i) further documents, data or information from the
Scheme  Claimant,  the  Scheme  Manager  or  the
Company,  in  which  case  the  recipient  shall  comply
within two weeks of receipt of the request; and/or

(ii) the Scheme Manager and the Scheme Claimant (or its
duly authorised representative) to address him on
particular matters, in which case the Scheme Manager
and  the  Scheme  Claimant  (or  its  duly  authorized
representative) shall appear before the Scheme
Adjudicator, at the time and place he prescribes;

(b) if the Scheme Adjudicator requires any person to appear
before  him,  the  Scheme  Adjudicator  shall  be  entitled  to
prescribe such procedures or provisions as he deems
appropriate to assist him to reach his decision;

(c) the Scheme Adjudicator may call for such evidence (including
expert evidence), documents, data and information as he may
require to assist him to reach his decision;

(d) the Scheme Adjudicator may consult with such advisers,
including actuaries, legal advisers and other experts, as he
deems appropriate to assist him to reach his decision;
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(e)  if,  the  Scheme  Manager  or  Scheme  Claimant  fail  to  comply
with a notice under clause 3.6.3(a) within two weeks or such
other period as specified in the notice, the Scheme
Adjudicator shall make his determination on the basis of the
other information available to him; and

(f) the Scheme Adjudicator shall act as an expert and not as an
arbitrator.

3.6.4 Within three months of the Disputed Scheme Claim being referred to
him, the Scheme Adjudicator shall notify the Scheme Manager and Scheme
Claimant of his determination of the Disputed Scheme Claim, in writing, by
Post.  This determination becomes an Ascertained Scheme Claim on the date
the notice is sent.

3.6.5 Any notice given by the Scheme Adjudicator under clause 3.6.4 shall
be a final and binding determination of the Disputed Scheme Claim, to the
extent  the  law permits,  and  the  Scheme Claimant,  Scheme Manager,  and  the
Company shall  have no right of appeal or review, or any right to commence
any Proceedings, in respect of either the Scheme Adjudicator's determination
or the procedure he employed.

3.6.6 At the time he gives notice under clause 3.6.4, the Scheme
Adjudicator may make whatever directions he thinks just for the payment of
his remuneration and the costs, charges and expenses, incurred by him, the
Scheme Manager and the Scheme Claimant, in accordance with the terms of
the agreement by which he is appointed.

3.6.7 If, under clause 3.6.6, the Scheme Adjudicator directs that the
Company shall make any payment, the Company shall make that payment
forthwith, out of the Property of the Company.

3.6.8 If, under clause 3.6.6, the Scheme Adjudicator directs that the
Scheme Creditor shall make any payment, the amount of that payment shall be
deducted from the Ascertained Scheme Claim in calculating the Payable
Scheme  Claim.   If  the  amount  of  the  payment  exceeds  the  Payable  Scheme
Claim, the Scheme Creditor shall pay the excess to the Scheme Adjudicator
within two weeks of the direction under clause 3.6.6.

3.7 Variation of time limits

3.7.1 Where it is in the interests of creditors or the efficient operation of
the Scheme, the Scheme Manager may, by publishing a notice in the Scheme
Publications, extend any of the time limits in this part 3, other than the Claims
Submission Date.

3.7.2 Where the Scheme Manager is satisfied that, due to exceptional
circumstances outside the control of a Scheme Creditor, that Scheme Creditor
has  failed  to  comply  with  any  time  limit,  other  than  the  Claims  Submission
Date, the Scheme Manager may, in its absolute discretion, extend that time
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limit  for  that  Scheme Creditor,  without  notice.   In  relation  to  clause  3.6,  the
Scheme Adjudicator shall also have this discretion.

3.8 Calculation of Payable Scheme Claim

3.8.1 In calculating a Payable Scheme Claim, the Scheme Manager may
deduct from the total of all a Scheme Claimant’s Ascertained Scheme Claims
an amount representing any valid escrow, or trust.

3.8.2 Where a Scheme Claimant has the benefit of a Security Interest, the
value of that Security Interest and any sums already recovered under it, shall
be deducted from the total of all a Scheme Claimant’s Ascertained Scheme
Claims when calculating the Payable Scheme Claim, unless the Scheme
Claimant has consented in writing to the cancellation of the Security Interest
and has surrendered it as directed by the Company.

3.9 No release

Despite clauses 2.2.1 and 2.4, nothing in this Scheme shall be construed as resulting
in any release, extinguishment, modification, compromise or waiver of any Liability
owed by the Company, save that the Payable Scheme Claim shall be the Company's
total and absolute Liability to a Scheme Creditor in respect of a Scheme Liability,
unless  the  Company  and  the  Scheme  Creditor  agree  otherwise.   Payment  of  the
Payable Scheme Claim pursuant to the provisions of the Scheme shall be in full and
final settlement of all and any Scheme Claims of that Scheme Creditor unless the
Company and the Scheme Creditor agree otherwise.

3.10 Scheme Creditors to assist Scheme Manager

From the Effective Date until the date on which the Scheme ends in accordance with
part 11, Scheme Creditors shall provide to the Scheme Manager all assistance it
reasonably requires in connection with the Scheme and in connection with the
recovery of any Property or the enforcement of obligations owed to the Company. In
particular, the Scheme Manager may require the following information from a
Scheme Claimant:

(a)  full  details  of  how  and  when  a  Scheme  Claim  arose,  of  the
Scheme Insurance Contract under which the Scheme Claim
arose and full details of the quantum of the Scheme Claim if
reasonably calculable; and

(b) legible copies of all contracts, orders, judgments, decisions,
awards and closings which are relevant to the Scheme Claim,
and all other items required to be provided to the Company
under the terms of the contract between the Company and the
Scheme Claimant, together with such other supporting
information and documentation as the Scheme Manager
reasonably requires.

3.11 Company and Scheme Manager to assist Scheme Creditors
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From the Effective Date until the date on which the Scheme ends in accordance with
part 11, the Company and Scheme Manager shall provide Scheme Creditors with such
assistance as is reasonably practicable in connection with the processing of valid
claims  under  the  Scheme  and  use  their  reasonable  endeavours  to  answer  questions
from Scheme Creditors relating to the Scheme process and Scheme Liabilities.  Such
assistance shall include the provision until the Claims Submission Date of a dedicated
telephone helpline and e-mail assistance to Scheme Creditors.
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PART 4

PAYMENTS TO SCHEME CREDITORS

4.

4.1 Payment of Payable Scheme Claims

4.1.1 The Scheme Manager may direct the Company to pay a Payable
Scheme Claim or Agreed Claim at any time.

4.1.2 Payment of Agreed Claims will be subject to deduction of:

(a) any sums obtained from Proceedings under clause 2.5.1;

(b) any sums obtained from Security Interests under clause
2.6.2(a);

(c) the value of Security Interests under clause 3.8.2; and

(d) other deductions under clause 3.8.1

as though the Agreed Claim were an Ascertained Scheme Claim,
except where the deduction has already been made from the Scheme
Creditors’ Ascertained Scheme Claims.

4.1.3 On the first Business Day six months after the Claims Submission
Date, the Scheme Manager shall direct the Company to pay Scheme Claimants
in full in respect of each Agreed Claim and each Payable Scheme Claim then
determined.

4.1.4 The Scheme Manager shall direct the Company to pay subsequent
Payable  Scheme  Claims  as  soon  as  reasonably  practicable  after  they  are
determined and the Company shall then pay them as soon as reasonably
practicable, and, in any event, no later than 10 months after the Claims
Submission Date.

4.2 Currency of Payment

4.2.1 If the Company makes a payment to a Scheme Claimant in respect of
a  Payable  Scheme  Claim,  it  shall  be  made  in  the  Relevant  Currency,  except
that if that Scheme Claimant has more than one Ascertained Scheme Claim, in
more than one Relevant Currency, the Company may convert and pay all the
Scheme Claimant's Payable Scheme Claim in the Payment Currency.  If
requested to do so by the Scheme Claimant, the Company may, in its absolute
discretion, and at the expense of the Scheme Claimant, pay the Payable
Scheme Claim in the Contract Currency of the individual Scheme Insurance
Contract.
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4.2.2  If  the  Company  is  required  to  convert  any  Payable  Scheme  Claims
into another currency, it shall do so at the market exchange rate at end of the
preceding calendar month.

4.3 Method of Payment

4.3.1 All payments by the Company to a Scheme Claimant shall be made,
at the option of the Company, either:

(a) by cheque in favour of the Scheme Claimant, or such other
person as the Scheme Claimant requests in writing, sent by
Post to that person;

(b) where the Scheme Claimant has designated a bank account in
writing, by electronic transfer to that bank account;

(c) where a broker has provided evidence in writing of his
authority to act on behalf of a Scheme Claimant, and no
notice to the contrary has been received from the Scheme
Claimant, then by cheque or electronic transfer to that broker;
or

(d) by any other appropriate method determined by the Scheme
Manager or the Company.

4.3.2 The Scheme Creditor shall bear all risk of payment under clause 4.3.1
and, at the discretion of the Company, may be required to bear any costs
incurred.

4.3.3 A Payable Scheme Claim shall be deemed paid on the date that the
cheque is posted or electronic transfer instruction given.  The acceptance of
the cheque by the drawee bank, or credit of the amount of the electronic
transfer into the designated bank account, shall be good discharge and
satisfaction of the Ascertained Scheme Claim and the Company will have no
further Liability for such Ascertained Scheme Claim.

4.4 Unclaimed Payments

If a cheque sent under clause 4.3.1(a) or (c) has not been presented for payment
within four months of the date of issue, the Scheme Manager will make reasonable
efforts to bring this to the attention of the Scheme Claimant, but failure to present the
cheque for payment within six months of the original date of issue will be deemed to
be a discharge of the Company's obligations to the Scheme Claimant in respect of that
payment. The amount represented by the unpresented cheque shall then in all respects
be treated as the Property of the Company.

4.5 Variation of Time Limits
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Where it is in the interests of creditors or the efficient operation of the Scheme, the
Scheme Manager may, by publishing a notice in the Scheme Publications, extend any
of the time limits in this part 4.
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PART 5

THE SCHEME ADJUDICATOR

5.

5.1 The Scheme Adjudicator

5.1.1 The Scheme Adjudicator shall have the powers, rights and duties
conferred upon him by the Scheme.

5.1.2 The Scheme Adjudicator shall initially be Peter Matthews of EMB
Consultancy LLP, Saddlers Court, 64-74 East Street, Epsom, Surrey, KT17
1HB, United Kingdom.  The Company shall have the power to appoint a
suitably qualified successor.

5.1.3 The Company shall enter into an agreement with the Scheme
Adjudicator with respect to his remuneration and expenses.

5.2 Powers, role and duties of Scheme Adjudicator

The Scheme Adjudicator shall be responsible for the adjudication and the final
determination of Disputed Scheme Claims.

5.3 Vacation of office

5.3.1 The Scheme Adjudicator shall vacate office, if he:

(a) becomes bankrupt;

(b) is disqualified from acting as a director under the Company
Directors Disqualification Act 1986;

(c) is admitted to hospital because of mental disorder or be the
subject of an order in matters concerning his mental disorder
made by a court having jurisdiction in such matters in
England or elsewhere;

(d) is convicted of an indictable offence or be convicted of any
offence by a court having jurisdiction in any other country
where that offence, if committed in England and Wales,
would have been an indictable offence under English law;

(e) resigns his office by giving 60 days' notice in writing to the
Company or such shorter period of notice as may be agreed
by the Company;

(f) is removed by the Company for failure to carry out his duties
under the Scheme.
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5.3.2 Where a vacancy arises, by death, resignation or otherwise, in the
office of Scheme Adjudicator the Company shall forthwith fill the vacancy.
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PART 6

THE SCHEME MANAGER

6.

6.1 The Scheme Manager

6.1.1 The Scheme Manager shall have responsibility for and the power to
manage and conduct the affairs of the Company within the Scheme.

6.1.2 The Scheme Manager shall initially be Omni Whittington Insurance
Services Limited of 33 Creechurch Lane, London, EC3A 5EB, United
Kingdom.  The Company shall have the power to appoint any successor.

6.1.3 The Company shall enter into an agreement with the Scheme
Manager with respect to its powers, rights, duties, functions, remuneration,
expenses, resignation and removal from office.

6.1.4 In exercising its powers and carrying out its duties under the Scheme,
the Scheme Manager shall act as agent of the Company.

6.2 Powers of the Scheme Manager

The Scheme Manager shall have the powers specifically conferred on it by the
Scheme, including:

(a) to have full access to and power to disclose to third parties:

(i) all such information as it may from time to time
require on the affairs of the Company that relate to the
Scheme Insurance Contracts, Cross-claims or the
operation of the Scheme; and

(ii) all books, papers, documents and other information, in
any  format,  in  the  possession  or  under  the  control  of
the Company that relate to the Scheme Insurance
Contracts, Cross-claims or the operation of the
Scheme;

(b) to apply, or cause the Company to apply, to the Court for
directions in relation to the Scheme;

(c) to delegate to or employ any person as it sees fit for the
carrying out of its powers, rights, duties and functions under
the Scheme;

(d)  on  behalf  of  the  Company,  to  negotiate,  compromise,  waive
or settle Scheme Claims or Cross-claims, in accordance with
the provisions of the Scheme and in particular (without
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limitation) to agree with reinsurers, retrocessionaires and
Scheme Creditors the payment of commuted sums;

(e) to do all acts and to execute in the name and on behalf of the
Company any deed, receipt or other document necessary for
or  incidental  to  the  full  and  proper implementation of the
Scheme;

(f) to make any payment that is necessary for or incidental to the
performance of the Scheme Manager's or the Company's
functions; and

(g) to exercise any other powers necessary for or incidental to the
full and proper implementation of the Scheme.

6.3 Vacancy

If there is no Scheme Manager in office, the functions of the Scheme Manager
under the Scheme shall be exercised by the Company.
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PART 7

THE SCHEME ADVISERS

7.

7.1 Scheme Advisers

7.1.1 The Company shall appoint one or more Scheme Advisers, who shall
be individuals who are duly qualified in the reasonable opinion of the
Company to  discharge  the  function  of  a  Scheme Adviser  under  the  Scheme.
Where more than one person has been appointed as a Scheme Adviser, they
may  perform  and  exercise  the  powers,  rights,  duties  and  functions  of  the
Scheme Advisers under the Scheme jointly or severally.

7.1.2 A Scheme Adviser shall not take office until he or his firm has
entered into an agreement with the Company, which shall include provisions
as to his remuneration and expenses, and has contracted to be bound by the
terms of the Scheme to the extent that they apply to him as Scheme Adviser.

7.1.3 A Scheme Adviser shall not be an agent of the Company and in
exercising his powers and rights and carrying out his duties and functions
under the Scheme, the Scheme Adviser shall have no executive powers, rights,
duties or functions in relation to the Company or the operation of its business,
all such matters remaining with the Board.

7.1.4 A Scheme Adviser shall vacate office, if he:

(a) becomes bankrupt;

(b) is disqualified from acting as a director under the Company
Directors Disqualification Act 1986;

(c) is admitted to hospital because of mental disorder or be the
subject of an order in matters concerning his mental disorder
made by a court having jurisdiction in such matters in
England or elsewhere;

(d) is convicted of an indictable offence or be convicted of any
offence by a court having jurisdiction in any other country
where that offence, if committed in England and Wales,
would have been an indictable offence under English law;

(e) resigns his office by giving 60 days' notice in writing to the
Company or such shorter period of notice as may be agreed
by the Company.

7.1.5 A Scheme Adviser may be removed from office for good cause by
the Company giving 28 days’ notice in writing to the Scheme Adviser or such
shorter period of notice as may be agreed.
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7.1.6 Notwithstanding any provisions in any agreement between the
Company and the Scheme Advisers, in the event that the Company seeks to
remove a Scheme Adviser from office or a Scheme Adviser resigns from
office, the Scheme Adviser shall be entitled to deposit with the Company
within 14 days of the Company’s notice of intended removal or with his
resignation a statement of circumstances (not exceeding a reasonable length)
that he considers should be brought to the attention of Scheme Creditors.

7.1.7 Where a vacancy arises, by death, resignation or otherwise, in the
office of Scheme Adviser the Company shall forthwith fill the vacancy.

7.1.8 The first Scheme Advisers shall be Anthony James McMahon and
John Mitchell Wardrop of KPMG LLP, 8 Salisbury Square, London, EC4Y
8BB, United Kingdom.

7.2 Duties and functions of the Scheme Advisers

7.2.1 If requested to do so in writing by the Company, the Scheme
Advisers  may,  at  their  absolute  discretion,  advise  and  assist  the  Company
and/or the Scheme Manager in relation to specific matters in connection with
the proper implementation of the Scheme.

7.2.2  If  requested  to  do  so  in  writing  by  a  Scheme  Creditor,  the  Scheme
Advisers may at their absolute discretion, investigate any aspect of the
implementation of the Scheme and report to the Company and the Scheme
Creditor on whether the Scheme is being implemented in accordance with its
terms, either generally or specifically, and in connection with that report, make
recommendations to the Company and/or the Scheme Manager.

7.2.3 In exercising their duties and functions under the Scheme, the
Scheme Advisers shall act impartially.

7.2.4 If in the course of investigation under clause 7.2.1 or 7.2.2, the
Scheme Advisers form the opinion that the Scheme is not being implemented
in accordance with its terms, the Scheme Advisers shall notify the Company
of this in writing providing an explanation of the reasons for this opinion.

7.2.5 Within 14 days of the date of a notification sent under clause 7.2.4;
the Company shall respond to the Scheme Advisers in writing either:

(a) stating its view that the Scheme is being properly
implemented in accordance with its terms and setting out the
basis for this view; or

(b) setting out the steps it intends to take to rectify or procure that
others rectify the position.

7.2.6 If requested to do so in writing by the Scheme Advisers, the
Company shall meet with the Scheme Advisers at a time and place appointed
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by them to discuss the issues raised in the notification sent under clause 7.2.4
and the Company's response provided under clause 7.2.5.

7.2.7  In  the  event  that  the  Scheme  Advisers  are  not  satisfied  with  the
Company's response under clause 7.2.5 (or the Company makes no response)
and their concerns are not resolved during any meeting with the Company
under clause 7.2.6 (or the Company fails to send a representative to the
meeting), the Scheme Advisers shall send written notice to the Company that
in their view, the Scheme is not being operated in accordance with its terms,
setting out the reasons for this view.

7.3 Powers and rights of the Scheme Advisers

7.3.1 The Scheme Advisers shall, to the extent necessary for the
performance of their duties and functions in relation to the Scheme, be entitled
to:

(a) have full access to all such information as may from time to
time  be  required  in  relation  to  the  operation  of  the  Scheme
and to all books, papers, documents and other information, in
any format, in the possession or under the control of the
Company and/or the Scheme Manager;

(b) delegate to or employ any person as they see fit for the
carrying out of their powers, rights, duties and functions
under the Scheme;

(c) apply, or cause the Company to apply, to the Court for
directions in relation to the Scheme;

(d) make reports on any matter relating to the Scheme to any
regulatory authority or body having jurisdiction over the
Company, a member of the Board or the Scheme Manager;
and

(e) do all other things incidental to carrying out their duties and
functions and exercising their powers and rights, under the
Scheme.

No powers reserved by the Scheme to the Board or the Scheme Manager shall
be exercised by Scheme Advisers, unless delegated to, and accepted by, them.
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PART 8

THE SCHEME ACTUARY

8.

8.1 The Scheme Actuary

8.1.1 The Scheme Actuary shall advise and assist the Scheme Manager in
determining and agreeing Scheme Claims and Cross-claims under the Scheme.

8.1.2 The Scheme Actuary shall initially be George Maher of Tillinghast
Towers Perrin.  The Company shall have the power to appoint a suitably
qualified successor.

8.1.3 The Company shall enter into an agreement with the Scheme Actuary
with  respect  to  his  remuneration,  expenses,  resignation  and  removal  from
office.

8.1.4 In exercising his duties under the Scheme, the Scheme Actuary shall
act as the adviser to the Company and shall owe no duty to Scheme Creditors.
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PART 9

THE BOARD

9.

9.1 The Board

The directors of the Company are Dennis Eve, Stephanie Mocatta, Elaine Seaburgh,
Julian Tighe and Richard Whatton.

9.2 Powers of the Board

The powers of the Board shall remain as before the Effective Date of the Scheme and
the Board shall exercise all their statutory and managerial powers, rights, duties and
functions in relation to the Company.
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PART 10

RESPONSIBILITY AND LIABILITY

10.

10.1 Responsibility of Scheme Officers

The Scheme Officers shall act in good faith with reasonable skill and care in the
interests of Scheme Creditors as a whole and shall  exercise their  powers,  duties and
functions under the Scheme with a view to ensuring that the Scheme is implemented
in accordance with its terms.

10.2 Liability of Scheme Officers

10.2.1 Subject to clause 10.2.3, Scheme Creditors shall not be entitled to
challenge the validity of any act done or omitted to be done in good faith and
with  due  care  by  the  Scheme  Officers  in  pursuance  of  the  provisions  of  the
Scheme or the exercise or performance by them in good faith and with
reasonable skill and care of any power, duty or function conferred upon them
for the purpose of the Scheme.

10.2.2 Subject to clause 10.2.3, a Scheme Officer shall not be liable for any
loss resulting from any act he does or omits to do, unless any such loss is
attributable to his own wilful neglect, breach of statutory duty, breach of trust,
fraud or dishonesty.

10.2.3 Nothing in this clause 10.2 shall prevent the liability of the Scheme
Adjudicator for negligence.

10.3 Indemnity

10.3.1 The Scheme Officers and, subject to the Act, the Board shall be
entitled to an indemnity out of the Property of the Company against:

(a) all Proceedings brought or made against them in respect of
any act done or omitted to be done in relation to the Company
by them in good faith, without negligence, breach of duty,
breach  of  trust,  fraud  or  dishonesty  in  the  course  of
performing their duties and functions under the Scheme;
and

(b) all costs, charges, expenses and liabilities properly incurred
by each of them in the course of performing their duties and
functions under the Scheme.

10.3.2 In addition to the general provisions of clause 10.3.1, the Scheme
Officers and, subject to the Act, the Board shall be entitled to an indemnity out
of the Property of the Company:
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(a) against any liability incurred by them in defending any
Proceedings, whether civil or criminal, in respect of any
wilful neglect, breach of statutory duty, breach of trust, fraud
or dishonesty relating to the operation of the Scheme, where:

(i) judgment is given in their favour; or

(ii) where they are acquitted; and

(b) in connection with any application in any such Proceedings
where relief is granted to them by a court from liability for
wilful neglect, breach of statutory duty, breach of trust, fraud
or dishonesty relating to the operation of the Scheme.

10.4 Insurance

The Company may:

(a) purchase and maintain for the Scheme Officers insurance
against any liability for which the Company would be obliged
to indemnify them in accordance with clause 10.3.1; and

(b) pay costs incurred by the Scheme Officers or the Board in
defending Proceedings of the nature described in clause
10.3.2, provided that that person gives the Company an
undertaking to reimburse it (with interest) at the conclusion of
those Proceedings, where that person is not entitled to an
indemnity under clause 10.3.2.
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PART 11

COMPLETION AND TERMINATION OF THE SCHEME

11.

11.1 Scheme Completion

11.1.1 If the Board and Scheme Advisers resolve that all Scheme Claims
and Cross-claims have been determined and all Payable Scheme Claims have
been paid, the Scheme Manager shall cause a notice to be published in the
Scheme Publications (or such of them, or such other publications, as they may
consider appropriate) stating that the Scheme has been completed.

11.2 Scheme Termination

11.2.1 The Scheme shall not automatically terminate by reason of the
occurrence of an Insolvency Event.

11.2.2 On the occurrence of an Insolvency Event, the Board or any
liquidator, administrator or provisional liquidator (or equivalent in other
jurisdiction) of the Company may resolve that the Scheme be terminated.

11.2.3 If a resolution is passed under clause 11.2.2, the Scheme Manager
shall cause a notice to be published in the Scheme Publications (or such of
them, or such other publications, as they may consider appropriate) stating that
the Scheme has been terminated at the date of the notice.  The Scheme shall
terminate at that date in accordance with clause 11.2.4.

11.2.4 Following the notice given under clause 11.2.3, the provisions of the
Scheme,  other  than  those  referred  to  in  clause  11.2.6,  shall  be  of  no  further
effect, except that:

(a) any Ascertained Scheme Claims and Payable Scheme Claims
shall continue to be debts of the Company; and

(b) if the Insolvency Event occurs after the Claims Submission
Date, Scheme Liabilities that will not be paid pursuant to the
provisions of clause 3.4.1, and as such are not Scheme Claims
or Agreed Claims, shall not be debts of the Company.

11.2.5 Payments already made under the Scheme before any notice given
under clause 11.2.3 shall be unaffected by the termination of the Scheme, as
far as the law permits.

11.2.6 The following provisions shall survive the termination of the
Scheme:

(a) 1.1-1.2 (definitions);

(b) 2.1 (application of the Scheme);
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(c) 2.2.1 - 2.5 (stay of Proceedings etc.);

(d) 3.3.8 (assistance with reinsurance recoveries)

(e) 3.4.1 (obligation to submit Claim Form);

(f) 3.6.5 (effect of adjudication);

(g) 3.9 (no release);

(h) 4.3.3 (effect of payment);

(i) 4.4 (unclaimed payments);

(j) 9.2 (powers of the Board);

(k) 10.2 (liability of Scheme Officers);

(l) 10.3.1 (indemnity);

(m) 10.4(b) (costs of Proceedings against Scheme Officers);

(n) 11.2.4 - 11.2.6 (post-termination provisions);

(o) 12.7 (governing law and jurisdiction); and

(p) Schedule 1 (Excluded Business).


