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SUBSCRIPTION AND OPERATING AGREEMENT
!

SUBSCRIPTION AND OPERATING AGREEMENT, dated as of August 18, 2000 (the
“Agreement”), by and among Capeo Reinsurance Company Ltd., a Barbados corporation (the
“Company”’), American International Reinsurance Company, Ltd., a Bermuda corporation (the
“Preferred Shareholder™), Westemn General Insvrance Ltd., a Bennuda corporation (“WestGen™),
Alfons Muller, a Swiss nationa! {“Muiler™} , Kilmare Worldmdc Inc., a British Virgin Islands
corporation (“Kilmare”) and Hanspeter Knecht 4 Swiss national {*Knecht”), (each of WestGen,
Muller, Kilmare, and Knecht, a *Commen Shareholder” and together, the “Common
Sharcholders™).

WITNESSETH:

WHEREAS, the Company desires to issne and sell to the Common Sharcholders, and the
Common Shareholders desire to purchase from the Company, for ageregate cousideration of
US519,800,000, 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
1J$$170,000,000, 8,500 shares of a newly created serics 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 Anticles of Incorporation of the Company atiached hereto as
Exhibit B (the “Amended Articles”); and

WHERFEAS, the Company, the Preferred Sharebolder and the Common Sharcholders
desire o 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 partics hereby agree as follows;

ARTICLE]
AUTHORIZATION; CLOSING

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

1.2 Closing.

(3}  The clesing of the transactions contetnplated herchy (the “Closing”) shall
occur five business days aficr the satisfaction of all conditions to closing specified in Article VIH
hereof, at such time and at such focation as the parties hereto may agres.
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(b} At the Closing, the Compeny shall issue and sell (i) to the Common
Sharchelders, and the Common Sharcholders shall purchase from the Company, upon the terms
and subject to the conditiony set forth herein, 19,800,000 Common Shares for an aggregate
purchase price of US$19,800,000 {the *Common Purchase Price”) and {ii} to the Preferred
Sharcholder, and the Preferred Sharcholder shall purchase from the Company, npon the terms
and subject 1o the conditions set forth herein, 8,500 Preferred Sharcs for an aggregate purchase
price of US$170,000,000 (the “Proferred Purchase Price”). Each Common Sharcholder shall
purchase the number of Common Shares set forth under his name on Exhibit A hereto,

(¢}  Atlhe Closing, cach 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 (it} any other
certificates, resolutions or documents which any of the Company, Common Shareholders or the
Preferred Shareholder shall reasonably require.

ARTICLEIL
REPRESENTATIONS AND WARRANTIES OF THE COMPANY AND WESTGEN

Each of the Company and Wesl(en hereby jointly and severally represents and warrants
tu the Preferred Shareholder and the other Common Sharcholders as follows:

2.1 Organization and Good Standing. The Company is a corporation duly piganized,
validly existing and in goad standing under the laws of Barbados and has all requisite corporate
power and authority to own, lease and operale 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 Coiarnon Shares, of which 200,000 Common Shares are
issued and outstanding. All of (he issued and outstanding Common Shares are owned by ’
WestGen, frec and clear of any Liens (as defined below).

2.3 Authorization. The cxecution, delivery and performance by the Company of this -
Agreement, including the issuance, sale and delivery of the Comnmeou Shares and the Preferred
Shares, have been duly sulhorized by all requisite corporate action. This Agresment has been
duly cxecuted and delivered by the Compaury, and is the legal, valid and binding obligation of the
Company, enforceable against it in accordance with its terms, subject to applicable bankruptey,
inso}vency, reorganization, moratorium and similar Jaws affecting creditors’ rights and remedics
generally, and subject, as (o enforceability, to general principles of equity, including principles of
commescial reasonableness, good faith and fair dealing (vegardless of whelher enforcement is
sought in a proceeding al law or in equity). The Comion Shares, when issucd to the Commeon
Shareholders as contemplated hereby, will be validly issued and outstanding, fully paid and noa-
assessable and not subject to preemptive or any other similar rights of the shareholders of the
Company or athers. The Preferred Shares, when issued to the Preferred Sharcholder as
conteroplated hereby, will be validly issued and outstanding, fully paid and non-assessable and
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not subject to precrptive or any other similar rights of the sharcholders of the Company or
others. '

!

2.4  No Conflicls, Consents of Third Parties. The exccution, 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 resalt in the breach of, any provision of the Articles of Incorporation or By-laws or
comparable organizational documents of ihe Company; (ii) conflict with, violate, result in the
breach or iermination of, or constitute a default under any note, bond, mortgage, indenture,
license, agreement or other instrumeat or obligation to which the Company is a party or by
which the Company or its properties or assels is bound, (jii} violate any statuts, rle, regulation,
order or decres of any governmental body by which the Company is bound; or (iv) result in the
creation of any licn, pledge, morigage, deed of trust, security interest, claim, lease, charge,
option, right of first refusal, preemptive right, easement, servitude, transfer restriction under any
shareholder or similar agrecment, 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 Jimitation any governmental body, is required on the part of the
Company in connection with the execution, dedivery and performance of the Agreement, or the
cempliance by the Company with any of the provisions hereof, excepl for the approval of the
Barbados Supervisor of Insurance of the transactions contemplated hercby.

2.5  Contracts, Schedule 2.5 sets forth a truc and complete list of ail agreements to
which the Compay 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 coraplete in all material respeots,
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 cuded, and have been prepared in accordance
with Canadian generally actepted accounting principles applicd on a consistent basts, subject to
the absence of footnote disclosures and to notmal year-end audit adjustments (which arc not
material in the aggregate),

27 No Liabiliti es. As of the date hereof, the Company has no Habilitics, direct or
indirect, absolute or contingent, including without limitation tax liabilitics, and there is no
existing condilion, situation or sel of circumstances which could resuit in any such liabilities.

28  Licenses. The Company has obtained all ficenses, cedificates of authority,
permits, authorizations, orders and approvals of, and has made ail registrations or filings with, all
povernmental 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 agninst the Company or to which the
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Company is otherwise a pasty before any court, or before any governmental department,
commission, board, ageney, or instrumentiality.
!
2,10  Compliance with Laws; Permits. The Company is in compliance with all Iaws
applicable to the Company or to the conduet of its business and operations or the use of its
properties and nasets.

2.1t No Misrepresentation. No representation or warranty of the Company contained
in this Agreement or in any certificate or other instrument furnishied by the Company to the
Common Sharcholders and the Preferved Shareholder pursuant ta the terms hereof, containg any
nntrue statement of a material fact or omits to state a material fact necessary lo make the
statements contiined herein or therein not misleading. :

ARTICLE 1l .
REPRESENTATIONS AND WARRANTIES OF THE PREFERRED SHAREHOLDER

The Proferred Shareholder hereby represents and warrants to the Company and the
Common Shareholders rs follows: ‘

3.1 Organization and Good Sianding, The Preferred Sharcholder is a corparation
duly organized, validly existing and in good standing vnder the laws of Bermuda and has all
requisite corporate power and authority to own, lease and operate Hs properties and to earry on
its business.

3.2 Authority. The exccution, delivery and performance by the Preferred Shareholder
of ihis Agrecment have been duly authorized by all requisite corporate action. This Agrecment
has been duly excouied and delivered by the Preferred Sharcholder, and is the legal, valid and
binding obligation of the Preferred Shareholder, enforceable against it in accordance with its
termns, subject to applicable bankrupley, insolvency, reorganization, moratorivm and similar laws
affecting creditors' nighls and remedies generally, and subject, as to enforceability, to general
principles of equity, including prineiples of commercial reasonableness, good faith and fair
dealing (regardless of whether enforcement is sought in a proceeding at faw or in cquity).

33  No Conflicls; Consents of Third Parties. The execution, delivery and
performance of this Agreement and compliance with the provisions hereof by the Preferred
Sharcholder 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 Sharcholder;
{if) conflict with, violate, result in the breach or termination of, or couslitute a default under any
nots, 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 iz bound; or {iii) violate any stalute, rule, regulation, order or decree of any governmental
body by which the Preferred Sharcholder is bound, other than any conflicts, violations or
breaches which would not, individually or in the aggregate, have a malerial adverse effect on (he
Preferred Shareholder. No consent, waiver, approval, order, permit or authorization of, or
declaration or filing with, or notification to, iy 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 atcount, for investment purposes only and not with a view to the distribution thereof.

ARTICLETY
ADDITIONAL REPRESENTATIONS AND WARRANTIES OF WESTGEN

WesiGen hercby additionally represents and warrants fo the Company, the Preferred
Shareholder and each other Common Sharcholder as follows:

4.1  Qrganjzation 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 cairy on its business,

42  Authority. The exgoution, delivery and performance by WestGen of this
Agreement have been duly authorized by all requisite cosporate action. This Agreermnent has
been duly exceuied and delivered by WestGen, and js the logal, valid and binding obligation of
WestGen, enforceable against it in accordance with its terms, subject lo applicable bankruptcy,
insolvency, reorganization, moralorium and similar laws affecting creditors' rights and remedics
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).

4.3 No Conilicls; Conscnts of Third Parties. The execution, delivery and
performanee of this Agreement and campliance with the provisions hereof by WestGen will not
(i) conflict with, or result in the breach of, any provision of the Articles of Incorporation or By-
laws or comparable organizaticnal docements 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 18 a parly or by which
WestGen or its properties or assets is bound; or {jil) violate any statute, rule, regnlation, 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 nolification to, any person, inclading without limitation any

- governmental body, is reqiired on the part of WestGen in connection with the cxecution,
delivery and performance of the Agreement, or the compliance by WestGen with any of the
provisions hereof. .

4.4  Investment Intention. WestGen is acquinng its respective Common Shares for its
own accnunt, for investment purposes only and not with a view o the distribution thereof
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ARTICLEV
REPRESENTATIONS AND WARRANTEES OF THE COMMON SHAREHOLDERS

Yiach Common Shareholder other than WestGen and Kilmare, for such Common
Shareholder only and not for any other Common Shareholder, hercby represents and warrants to
the Company, the Preferred Sharcholder, WestGen and ¢ach other Comimon Sharcholder as
foilows:

5.1  Autherty, Such Common Sharcholder has full power and authority to execule
and deliver this Agrcement and to consuninate the transactions contemplated hereby. This
Agreement has been duly executed and delivered by such Common Shareholder and constitytes
the legal, valid and binding obligation of such Cemmon Sharcholder, enforceable against such
Common Sharcholder in accordance with its terms, subjcct to applicable hankruptey, insolvency,
reorganization, moratorium and similar laws affecting creditors’ rights and remedies generally,

“and subject, as o enforceability, to general principles of equity, including principles of
commereial reasonableness, good faith and fair dealing (regardless of whether enforcement is
sought in a proceeding at law or in equity).

52 No Conflicts: Consents of Third Parties. The execution, delivery and
performance of this Agreement and compliance with the provisions hercof by such Common
Shareholder will not (i) conflict with, violate, resolt in the breach or fermination of, or constitute
a default under any note, bond, mortgage, indenture, license, agreement or ether instrument or
obligation to which such Coramon Sharcholder is a party or by which such Comnion Sharcholder

_ orits properties or assets is bound; (ii) violate any statute, rule, regulation, order or decree of any
govemmental body by which sueh Comimon Shareholder is bound; or (iii) result in the creation
of any Lien upon the propertics or assels of sach Common Sharcholder. No cousent, waiver,
approval, order, permit or authorization of, or declaration or filing with, or notification to, any
person, including without Jimitation any governmental body, is required o the part of such

. Common Sharcholder in connection with the execution, delivery and performance of the
Agreement, or the compliance by such Common Sharchalder with any of the provisions hereol.

5.3  Tavestnent Intention. Such Commen Shareholder Is acquiring its respective
Cornraon Shares for its own account, for investment purposes only and not with a view to the
distribution thereof.

Kilmare hereby represents and warrants to the Company, the Preferred Shareholder,
WestGen and each other Common Sharcholder as follaws:

5.4  Qreanization and Good Standing. Kilmare is a corporation duly organized,
validly existing and in good standing under the taws of the British Vizgin Islands and has all
requisite corporate power and authority to own, lease and operate its properties and to carry on
its business.

5.5  Authority. The execulion, delivery and performance by Kilmare of this
Agreement have been duly authorized by all requisite corporate action. This Agreement has
been duly executed and delivered by Kilmare, aod is the legal, valid and binding obligation of
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Kilmare, enforceable against il in accordance with ils tenus, subject to applicabie banlauplcy,
insolvency, reorganization, moratorium and similar laws affecting creditors' rights and remedies
generally, and subject, as to enforceability, to general principlés of equity, including principles of
commercial reasonsblencss, good faith and fair dealing (regardless of whether enforcement is
sought in 3 proceeding at law or in equity).

5.6  No Conflicts; Consents of Third Parties. The exccution, delivery and
performance of this Agreement and compliance with the provisions hereof by Kilmare will not
{3 conflict wilfy, or resull in the breach of, any provision of the Articles of Incotporation or By-
laws or comparable organizationsl decuments of Kilmare; (ii) conflict with, violate, result in the
breach or termination of, or constitute a defanif under any note, bond, mortgage, indenture,
license, agreement or other instrument or obligation to which Kilmare is a party or by which
Kilmare or its properiics or assets is bound; or (iii) viclate any statute, nule, regulation, order or
decroe of any goverumental body by which Kilrare is bound, other than any conflicts, violations
or breaches which would not, individually or in the aggregate, have a malerial adverse effect on
Kilmare. No consent, waiver, approval, order, permit or authorization of, or declaration or filing
with, or notification to, any person, including withcut limitation any governmental body, is
required on the part of Kilmare in connection with the exccution, delivery and performance of
the Apreement, or the compliance by Kilmare with any of the provisions hercof.

5.7  Investment Intention. Kilmare is acquiring its respective Common Shares for its
own account, for investment purposes only and not with a view to the distribation thereof.

ARTICLE VI
CORPORATE GOVERNANCE MATTERS

6.1  Board of Directors, From and aller the Closing Date, the board of directors of the
Company {the “Board of Directors™) shall consist of the following three directors: John Marion,
Trevor Carmichsel and Mirtin Hole. )

6.2  Preforred Sharcholder Representative. From and afler the Closing Date, the
Preferred Sharcholder shall have the right to designale a representalive to attend mectings of the
Board of Directors (the “Representative™). The Representative shall be entitled to regeive 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  Limitatan on Conduct of the Company’s Business. From and after the Closing
Date, the Company shall not effect any of the following actions without the prior consent of a
majority of the holders of the Common Shares and the Preferred Shares, each voting separately
as a class:

(=) engage in any business other than the proposed reinsurance armangement
with Natignal Union Fire Insurance Company of Piltsburgh, Pa.;

{b)  sell the principal asscts of the Company;
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{c) borrow any sum of money;

(@)  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 liabililiss or obligations of
any Person; .

() enter into eny conlract, arangement or commitment invelving an
expenditure more than US$20,000;

{e) issueany unissued Common Shares or Preferred Shares, create a new class
or serics of equity sccurities of the Company or alter any rights attaching to either the Common
Shares or the Preferred Shares;

(h)  pay any dividend on the Common Shares, othier (han a dividend payable
solely in additional Common Shares;

{i} greate or acquire any sehsidiary;
G) enter inlo any joint venlure, partnership, merger, consolidation, profit
sharing, or recapitalization agreement, or any agreement to sell lf or substantially all of the

Company's assets with any Person;

(k)  issuc any debentures, warrants, tights or other sceurities convertible into
Common Shares or Preferred Shares;

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

(m)  adopt any employee benefit program or incentive plat;
(n}  engageany employes of the Company;
(o) amend the Company’s Amended Anticles or By-Jaws;
{p) alter the number of the Comp any;s directors; or
(@) liquidate or wind-up {the Company.
6.4  Manapement Agreement. The Company shall enter into {or maintain) a
management agreement with MIMs International Ltd upon such terms as the partics thereto shall

in good faith negotinte providing for, among other services, such accounting, financial, tax and
services as the Company snay require.
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ARTICLE VII
TRANSFERS OF COMMON SHARES AND PREFERRED SHARES

. 7.1  Reslrictions on Transfer. Dusing the term of this Agreement, no holder of
Prcferred Shares or Common Shares may, directly or indirectly, scll assign, pledge, encumber,
hypothecale, grant a seeurity interest in, or otherwise transfer (each, a *“Transfer””) any Common
Shares or Preferved Shares held by it except as permitted by Section 7.2 or 7.4 hereof. The
Company shall not, ard shall not permit any transfer agent or registrar {or the Comrmon Shares or
Prefemred Shares to, transfer upon the books of the Company any Comimen Shares or Preferred
Sheres to any transferec other than in accordance with this Agreement. Any purported transfer
not in compliance with Agreement shall be void.

7.2  Peomitted Transfers. Nolwithstanding the provisions of Section 7.1 hereof,
(i) each Common Sharcholder other than WestGen shall be permitted to pledge its Common,
Shares 1o AIG Capital Corp. pursuant to those certain Pledge Agreements, dated as of August
25, 2000, by snd between AIG Capital Corp, and such Common Shareholder, (ii) the Preferred
Shareholder shall be permitted to Transfer its Preferred Shares to one or more subsidiaties or
Alfiliates, (iif) the Preferred Shareholder shall be permitted to Transfer its Prefeived Shares to the
Company or any Common Sharcholder, if such transfer is to a Common Sharcholder, that
Common Sharcholder assumes the rights, restrictions and obligations of this agreement in
respect of the Preferred Shares so (ransferred, {iv} any sharcholder shall be permiited to Transfer
its Common Shares or Preferred Shares with the prior written consent of all other sharsholders of
the Company, and (v) WestGen shall be obligated and permitied to effect certain Transfers in
accordance with Scction 7.4; provided, however, that any penmitted trunsferce shall have
cxecuted and delivered to the Company and all other sharcholders of the Company an instrument
in customary form and reasonably satisfactory to such sharcheldors agreeing to be hound by the
provisions of this Agrecment applicable to holders of Common Shares and Preferred Shares. For
purposes of this Agreement, {A) an “Affiliate” of any Person shall mean any other Person that,
dircctly or indireetly, 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 (hrongh ownership of securities or parmershlp or
other inferests, by contmct or otherwise) of any olher Person. |

73  Death of Sharcholder, In the event of the death of any Common Sharcholder who
is a patural person, pending a Transfer of such Common Shares in compliance with Section 7.2
hereof, such Common Sharcholder’s Common Shares shall be hcld by his estate, who shall be
bownd by all of the provisions of ihis Agresment.

7.4  Change of Control of WestGen. In the cvent that any Person or group of Persons
other than Western Internztional Financial Group Ltd or its Affiliates shall (i) oblain ownership
ar control in one or more series of transactions of more than 50% of the voting power of
WestCen entitled {o vote in the election of members of the board of directors of WestGen, or (ii)
shall otherwise obtatn, directly or inditectly, the power to direct or cause the direction of
management or policies of WestGen (whether by contract oz otherwise) {each, a Change of
Control™), then (A} WesiGen shall provide prompt written notice of such Change of Control to
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the other partics hereto, and (B) upon receipt of such written notice, the other Cornmeon
Sharcholders shall have 45 day$ to notify WestGen of their desire to buy all or a portion of
WestGen's Commbn 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 Comumon Shares shall
be allocated to each such Commion Shareholder desiring to purchase WestGen's Common Shares
pra 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 accompznicd by written instruments of transfer executed by WestGen in form
reasonably satisfuctory to the ptirchaser, against payment of the purchase price therefor in cash,
and any such other customary documents reasonably requested by either party, and (ii) the
writlen resignations of 2ll directors and officers of the Company who are employees or
representatives of any of Western International Financial Group Ltd or its Affiliates.

ARTICLE VIIf
CONDITIONS TO CLOSING

8.1  Conditions Precedent to Obligations of the Preferred Sharcholder. The obligation
of the Preferred Sharcholder to consummate the transacfions contemplated by this Agreement is
subject {o the fulfillment, on or prior fo the Closing Dale, of cach of the following conditions
(any or all of which may be waived by the Preferred Sharcholder'in whole or in part):

(2) all representations and warranties of the Company and WestGen contained
in Article 1] hereof, of WestGen contained in Article I'V hereof, and of the other Commen
Shareholders contained in Adicle V hereof shall be true and eorrect in all material respects, at
and as of the Closing Date, cxcept fo the extent cxpressly made as of an carlier dats;

(b)  each of the Company, WesiGen and the other Commmon Sharcholders shall
have performed and complied in all materizl 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 Adicles shall have been filed with the Barbados Registrar of
Companies; and

(d)y  any requived approval of the Barbados Supervigor of Insurance of the
transactions contemplated hereby shall have been obtained.

8.2  Conditions Precedent to Obligations of the Common Sharcholders. The
obligation of the Common Sharcholders to consummate the {ransactions contemplated by this
Agreement is subjest to the fullillment, on or prior te the Closing Date, of esch of the following
conditions (any or alf of which may be waived by the Common Shareholders in whole or in
part): :

(a) all representations and warranties af the Company and WestGen contained
in Article I hereof and of the Preferred Shareholder contained in Article I11 hereof shall be true
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and correct in all material respects, at and as of the Closing Date, cxcept to the extent expressly
made as of an earlier date;

{(b)  eachof the Company and the Preferred Sharcholder shall have performed
and complied in all material respects with ail obligations and covenants required by this
Agreement to be performed or compiied with by such party on or prior te the Closing Date;

(c) the Amended Aricles shall have been filed with the Barhados Registrar of
Cotnpanies; and

(@ any required approval of the Barbados Supervisor of Insurance of the
transactions eontemplated hereby shall have been obtained,

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

(a) al] representations and warranties of the Preferred Sharcholder contained
in Article YII hereof, of WestGen contained in Article [V hereof and of the ather Common
Shareholders contained in Article V hercof shall be true and correct in all material respects, at
and s of the Closing Date;

(b)  cach of the Preferred Shareholder, WestGen and the other Common
Sharcholders shall have performed and complied in al) material respects with all obligations and
covenanis required by this Agreetnent to be perforined or complied with by such party on or
prior to the Closing Date;

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

{d)  anyrequired approval of the Barbados Supervisor of Insurance of the
transactions contemplated liereby shall have been obtained.

ARTICLEIX
DOCUMENTS TO BE DELIVERED

9.1  Delivenies by the Company o the Preferred Sharcholder and the Common
Shareholders. At the Closing, the Company shall deliver, or shall cause (o be delivered, (i) to the
Preferred Shareholder certificates evidencing the Preferced Shares, a receipt for the Proferred
Purchase Price paid at Closing and any cther certificates, resolutions or documents deliverable
pursuant to Section 1.2 hereof, and (i) to the Common Shareholders cerfificates cvidencing the
Common Shares, a receipt for the Common Purchase Price paid at Closing and any other
certificates, resolutions or documents deliverable pursuant te Sectien 1,2 hereof, The Company

1
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shatl also deliver the written resignation of afl directors other than John Marion, Trevor
Carmichael and Martin Hole.

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, & receipt for
the Preferred Shares, and any other cerlificates, resolutions or documents deliverable pursuant to
Secction 1.2 hereof,

93  Dcliveries by the Common Shareholders to the Company. At the Closing, each
Common Sharcholder shall deliver to the Company his respective portion of the Common
Purchase Price as sel forth on Exhibit A hereto, a receipt for the his respeclive Common Shares
as sct Jorth on Exhibit A hereto, and any other certificales, resolutions or documents deliverable
ursuant to Section 1.2 hereof.

ARTICLEX
INDEMNIFICATION

10.1  General. Each party hereto (the *Indemnifying Party”) hereby agrees to
indemmify and hold vach of the other parties hereto, and any of such parties’ dizectors, officers,
cmployees, agents, successors and assigns, harmless from and against:

{a) any and all losses, liabilitios, obligations, damages, costs and cxpenses
(¢ollectively, “Losses™) based upon, attributable to or resuiting from the failure of any
representation or warranty made by the Indemnifying Party, or any representation or wamanty
contained in any certificale delivered by or on behalf of the Indemnifying Party pursvant to this
Agreement, to be truc and comrect in atl respeets as of the date made;

(t)  anyand all Losses based upen, attributable to or resulting from the breach
of any covenunt or other agreement on the part of such Indemnifying Parly under this
Agrecment; and

{c)  anyand all notices, actions, suits, proceedings, clatns, demands,
assessmenls, 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.

10.2  Indemnification by WestGen. WestGen hereby agrees to further indemnify and
hold each of the other partics hereto, and any of such parties’ directors, officers, cmployees,
agents, successors and assigns, harmless from and against;

_ (8)  anyand all Losscs 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)  anyand all Expenscs incident to any Losses with respect o which
indemnification is provided under this Section 10.2.

12
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ARTICLE XI
CONFIDENTIALITY

11.1  Confidentiality, Each of the parties hercio agrees that it will not pubiish,
commumicate or otherwise disclose any confidential or proprictary 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 Informalion”); provided, however, that such
Confidential Information may be published, communicated oy 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, (ii) 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, (iif} pursuant to a subpocna or onder issued by a court of
competent jurisdiction or as otherwise required by law, or (iv) with the unanimous consent of all
partics to this Agreement,

112  Breach. Inthe evenl 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 bresching
party from disclosing, in whale or in part, such Confidential Informuation. Nothing contained
hercin shall be construed as prohibiting the Company or any party from pursuing any other
remedies available to it for such breach or threatencd breach, including the recovery of damages.

ARTICLE X11
TERMINATION

12.1 Prior to Closing, This Agreement may be terminaled and the transaclions
contemplated hereby may be abandoned at any time before the Closing: .

(&  bymutual wﬁltcn consent of the Company, the Preferred Sharcholder and
the Common Shareholders;

(b) by the Preferred Sharcholder, 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 thc; Company, if the Preferved Shareholder or 'any Common
Sharcholder has materially breached any representation, warranty, or covenant or agreement and
such breach is not capable of being cured prior fo the Closing;

{d) by any Common Sharcholder, if the Company or the Preferred

Sharcholder has materially breached any representation, warranty, or covenant or agreement and
such breach is not capable of being cured prior to the Closing; or )
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(e) by the Company, the Preferred Sharcholder or any of the Commuon
Sharcholders at any time after November 30, 2000,
{

12.2  Procedure Upon Termination Prior to Closing. In the event of termination and
abandonment of this Agreement pursuant to Seclion [2.1, written noties thereof shall forthwith
be giver to the other parties and this Agreement shail lerminate and the transactions
conlemplated hereby shall be abandoned, without further action by any party.

12.3  Termination After Closing, Afler Closing, the Company, the Preferred
Sharcholder and the Common Sharcholders shall continue to be bound by the provisions of this
Agrcement until this Agreement is terminaled by written consent of the Preferred Sharcholder
and all of the Common Sharcholders,

ARTICLE XTIl
MISCELLANEOUS

13.1  Parties Bound. Each pariy hereto undertakces with the others to exercise its
obligations in relation to the Company so as te ensure that the Company fuily and promptly
observes performs and complies with its obligations under this Agreement,

132 Nature and Survival of Representations and Warrantics. All representations and
warranties and agreements made by the parties hereto in this Agrecment or pursuant hereto shall
survive tho Closing hereunder and any investigalion 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
tirae more than 60 months after the Closing Date.

13,3 Torher 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 fordher effectuate the purposes and intent of this Agreement and the
consummation of the transactions contemplated hereby, including without limitation, any tax
retims relating to the Company.

134 Injunctive Relief. The partics hercto agree and acknowledge that it would be
bpossible to measure in money the damages that would be suffered if any party hercto should ,
breach any obligation, covenant or representation herein imposed or made, and that in the event
of any such breach, the non-breaching partics would be irrcparably damaged and would not have
an adequate remedy at law. Any such non-breaching party shall, thercfore, be entitled to
injunctive refief, including specific performance, to enforce such obligations, and if any action
should be brought in equity Lo enforee any of tha provisions of this Agreement, none of the ather
partics hereto shall raise the defense that there is an adequate remedy at law.

13.5  Submussion to Jurisdiciton; Consent to Scrvice of Process.

{8)  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 refating to this

14
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Agreement or any of the transactions contemplated hereby and each party hereby irevocably
agrees that all claims in respect of such dispute or any suit, action proceeding retated thereto may
be heard and detennined in such courts. ‘The parlies hereby irevoeably waive, to the fullest
extent permitied by applicable Jaw, any objection that they may now or iereafier have to the
laying of venue of any such dispute brought in such court or any defense ol inconvenient forum
for the maintenance of such disputc. Each of the parties hercte agrees that a judgment in any
such dispule may be enforced in other jurisdictions by suit on the judgment or in any other
manner provided by law,

(b)  Each of the parties herelo hereby consents to process being served by any
party o this Agreement in any svit, aclion or praceeding by the mailing of a copy thercof in
accordance with the provisions of Scction 13.6 hereof.

13.6 Notices. All notices and ofher communications under this Agreement shall be in
writing and deemed to have been duly given if sent by registered airmatl, internationally
recognized overnight delivery scrvice, 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);

Ifto the Company to:

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

Altention: Mr, Martin Hole
l"ﬂcsimi[c; 1246425 8517

If to WestGen, to;

Western General Insurance Ltd.
Swan Building, 2™ Floor

26 Victoria Street

Hamilton HM 12

Bermude

Aftention; Mr, Johnt Marjon
Telecopier: 1 441 292 3168

Ifto the Preferred Sharcholder, to:

American International Reinsurance Company, Ltd,
AIG Building

7 Richmond Road .

Hamilton, Bermuda HMO8

Altention: Ms. Jocelyn Troake

Facsimile: 1 441 292 8§82
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with & copy to:
I
American International Companies
160 Water Strect, 24th Floor
New York, NY 10038 USA
Attention; General Counsel, Domestic Brokerage Group
Facsimile: {212) 3204504

1f o Muller, to;

Cfo Bovet

Talacker 42

Zurich, CH-8001

Switzerland

Attention: Mr, Alfons Muller
Facsimile: 411 218 7091

If'to Kilmare , to;

Kilmare Worlwide Inc.

C/o AIG Private Bank Eitd
Pelikanstrauss 37

Zurich, CH-8021

Switzerland

Aftention: Mr, Eduardo Leernann
Facsimile: 411 211 62 11

If to Knecltt, to;

Any notice sent by registered ainmail shall be deemed to have been detivered seven days after
dispatch, any notice sent by intemationally recognized overnight delivery service shall bo

CONFIDENTIAL

Hanspeter Knecht

C/o AIG Private Bank Lid
Pelikanstrauss 37

Zurich, CH-8021

Switzerland

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

16
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decmed to have been delivered upon receipt, and any notice sent by facsimile trangmission shall
be deemed to have been delivered upon ci)!nﬁrmcd transmission.

13.7 Entire Aprecment; Amendments and Waivers. This Apreement (including the
schedules and exhibits hiereto) represents the entire nnderstanding and agrcement between the
parfies herelo with respect to the subject matter hereof'and can be amended, supplemented or
changed, and any provision hercof can be watved, only by written instrament making specific
reference to this Agreement signed by the party against whom enforcement of any such
amendment, supplement, modification or waiver is sought. The walver 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 excrcise, and no delay in exercising, any right, power or remedy
hereunder shall operate as a waiver thereof, nor shall any single or partizl exeorcise of such right,
power or remedy by such party preciude any other or further exercise thercof or the exereise of
any other tight, power or remedy. All remedies hereunder are cumplative and are not exclusive
of any other remedies provided by law.

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

13.% Severability. The provisions of this Agreement shail be deemed severable, so that
if any provision hereof is declazed invalld under applicable law, all other provisions of this
Agreement shall continue in full force and effect.

13.10 Binding Effect; Assipwment. This Agreement shall be binding upon and inure to
the benefit of the partics and their respective heirs, successors and permitted assigns. Nothing in
this Agreement shall create or be deemed 1o create any third party beneficiary rights in any
person or entity not 4 party to this Agrecment,

[SIGNATURE PAGES FOLLOW]
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TN WITNESS WHEREQF, the parties hereto heve cpuced this Agresment 10 be execued

ax of the date firs! sot forth thove,

Az M

Ll ol s VLY T LT )

CONFIDENTIAL

CAPCO REINSURANCE COMPANY LTD.
e

AMERICAN INTERNATIONAL REINSURANCE
COMPANY, LTD.

By:

Nune:
Ttlo:

WESTERN GENERAL INSURANCE LTD,

By:

Name:
Titlo:

Alfons Muller

KILMARE WORLDWIDE INC,

By: : ——
. Nama:
Title:

Hangpetes Knzelnt

246 431 aavs PARGE. 0B
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as of the date fixst ot forth above. . .
' i
' CAPCO REINSURANCE COMPANY LID.
By
Nage:
Title:
AMERICAN INTERNATIONAT REINSURANCE
COMPANY, L
By: __
Name: Kichard Krupy
Yitle:  Vios President aud Comptroller
WESTERN GENERAL INSURANCE LTD.
By:
Name:
Titla:
Alfons Muller
KILMARE WORLDWIDE INC.
By:
Name;
Titler
Hanspeter Koicolt
At h
ANy e r'.\mn F--TE 3] 441798478 ) PRGE, B2

wk TOTAL PAGE.H3 x
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N WITNESS WHEREOF, the pmics bersto have caused this Agretmcnt to be ¢xecuted

ay oi.’ the date first st onth ubova.
' CAPCO REINSURANCE COMPANY LTD.
By:
Nama:
Title:
AMERICAN INTERNATIONAL REINSURANCE
COMPANTY, LTD.
By:
Name:
Title:
WESTRRN CELTD
By: /’(_’:_/’__,_n-“" -
’ L. l'f_-’\ i(47)
Pm. fok o \«(.,.,3_ 7 Dyt
Alfons Muller
KILMAKR WORLDWIDE INC,
By:
Naomes
Thia:
Haospeter Knechl
Mgl

RVCEIVED TIMEAUC. 21, 9:31PM
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IN WITNESS WHEREDF, the pariies iereto have caused this Agreement to be executed

ar of'the date ﬁmm forth abave,

Anglé

CONFIDENTIAL

CAPCO REINSURANCE COMPANY LTD,

By:

Nime:
Title:

AMERICAN INTERNATIONAL REINSURANCE
COMFPANY, LTD.

By:

Name:
Title:

WESTERN GENERAL INSURANCE LTD,

By:

Name:
Title:

/
Alfbns Muller v

KILMARE WORLDWIDE INC.

By: ..% | C?_J"J--*

Nam¢: peznhard Meler
Title: Director

Hondpeter Knecht
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