SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

THE PEOPLE OF THE STATE OF NEW YORK
by ELIOT SPITZER, Attorney General of
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Milton, Chris

From: jhouldsw@colognere.com

Sent: . . = Wednesday, December 27,2000 1:36 PM
" To: ' -Miton, Chris

Ce: Sy @gcre.com

Subject: Cologne Re of Dublin Cover
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). has acenned this mail Ior viruses,
nd has found it to be CLEAN. '

File: Milton2iDec.doc {24,576 bytes) ) L
Encodingt Base6d '
Result: Clean, ‘
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suspicious, attachments a

File: AIGALALD27Dec.doc (50,176 bytes)
Encoding: Basebd
Resull: Clean.

Thris, pE.easo find below electronic copies of documents currently being
sent ta you by fax,, )

i1See otrtached file: Milton27Dec.doc) (See attached file: RIGALALD2 7Dec.doc)

Best.' tegards, Joha
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Desr Chuls,

Re: Owr Aggregate Liability Adverse Loss Developmem Agreement

1 am writing further 10 my lax of December 17™ and our subsequem conversations in
respect of the ebove sgreement. We o1e encoureged thet you believe AIG will be sbie

10 provide us with coves for approximately 60% of whet we otiginally had in mind.. We

can siso confirm thet we will cunrently be 1etslning the temaining belonce of these
. exposuses jor our own eccount. . '

Consequently we heve dralied B contrscy wording for discussion purposes which | have
stieched lor your exemination. You will note ihat the Reinsurer’s participations have
been emended in Schedule A 10 reflect your agreement 1o sccept #250m of cunem

lisbilities with @ meximum exposure of $300m. 1 would stress that thiz is very much &
discussion document and we may yet nced 10 meke some minor adjustments from ows
end. . ) )

] —— me e

1 hope that on review of the diafl agreement you will ba sble 10 suppon this cover and
took forward to hearlng from you shonly with your initial comments ' ’

Youwss sincerely,

John Houldsworth,
Chiet Executlve Oificer.

CONFIDENTIAL AIG/GEN-RE-TRANS 0000013"



¥ o

The cologne BRe ol nuhlm.

Cologne Bdm.uumc Company 1bublin) Lt

2 -
27.12,2000 " %G

DRAFT

CONFIDENTIAL ' AIG/GEN-RE-TRANS 00000132



Milton, Chris

From: - .@cologne[e.com
Sent: - =~ . Wednesday, Decembes 20, 2000 12:21 PM
To: - “Milton, Chris

|

). B

Projed A.doc mion.doc
eSafe Protect Gatevay {tm} hos scenned thi

vandzls and

s ns2l for virvses,
suspicious atiachments end ha

B foimd' 4t to be CLEAW,
File: Project A,doc (36,864 bytes)

Enceding: Base6d

Result: Clean.

File: Milton.doc (27,136 bytes)
Encoding: BaseG4
Result: Clean.

.
-
e g oy g T e (e e e Sy i s . S S S Sy B iy e

-—----------*u--nu---u----—-

‘ Plenbe see attached fax that was yesent today.

{See attached file: Pxoject A.doc) (See attached filé: Milton.doc)

4 — b A A L s s YT e e

CONFIDENTIAL

AIG/GEN-RE-TRANS 00000134



]

- Draft for Discussion Purposes

Rainéhwd:_ . . —.  Cologne Relnsurance Company (Dublin) Limited
Type: Loss portlclio iransier Agreement
Term: Continvous commencing 12:01a.m., Central Europesn Time, 112/2000, untl
all hiabiity hereunder has been discharged. L
i * -y ¥ ’ -
Terhory: As delsiied under the aflached schedule of original Reins urance contracis.
Business . ‘
Covered:; Onginal Reinturance Conbracts of other evidénces of fiabiity (whether wiitien
. or oral) heretofore issued covering inrespect of busihess wiltien 28 detailed
under the alieched schedule. '
Limi: The Reinsured obttigales Rself 1o cede \o the Reinsurer and the Relnsurer
chligales Rself 1o accepl a5 1einswrence om the Relnsured & 100% interest in
. the Nel Relained liabilty of the Relnsured In respect of the Business coveréd,
subjedd howeves 10 an overal fimit of flabiity 10 the Relnsurer equel to USD
<. com. - -
Relnsurante . -
Premiume A reinsvrance premiuvm ol USD 500,000,000 of which 88% shall be tetained
) within on experlence account by the Reinsured.
lgleporling and . . .
Accounts: Within 20 days of the end of each czlender yeer, the Rcinsured shol prepsré
an pccount Jor the Reinsurer showinge .
N Oulstanding reserves, incuding elloceled loss adjusimen! expenses sl
the beginning of the yest, pus '
B) The sum ol reserves inciuding aflocated 1oss adjustment expenses
. Incressed of eslablshed during the year, minue )
: C) Clalms and atocated losd adjusiment expenses peid during the yess,
equals’ .
D)

Outslending reserves, Induding aflocaled loss adjustment expenses st
the end of the yeer.

The Reinsurer shall upon recelpl of the accowl, sulhorise the Reinsured o
' draw payment fiom the experience accound for he belsnce dve in1espect of
: Jaims pald during the year. In the event thel the balance whhin the experience
account ks insufficient 1o setisty the cbligetion of the Reinsures, then peyment
shall be made within 50 days by the Reinsures of the amount owed in excess of
the balance in the experience eccount.

Wor dUIContractDiah Contract/Project A.doc
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Draft for Discussion Purposes | -

_Definitions A) The tenn "Ulimate Net Loss™ 83 used in this Agreement shal be

< undeisicod  i0 mean the sum zclualy paid or payeble by the

’ Relnsured In sellement of losses for which #t is fizble, tuch losses 10 -
include expences of figation and any 2nd all other loss expenses of
the Relnsured. except lor office expenses ond “salaries. of the
Reinswied’s officials. = Any salvages and recoveries, including
recoveries under any lehsurapces which inuré b the benefil of Lhis
Agreemen, whether collecled of nol, are 1o be first deducted from such
loss 1o arrive al the amount of lisbiRty, f any, attaching hereunder.

Nothing in this definfiion shall be construed a5 mepning that losses are

not recoverzble hereunder untll the Utimate Net Loss 10 the Reinswed
has been finally sscerained, R

B) The term "Net Retalned Liabiity” o¢ used in this Agreement sholl be
" understood o meen, and this Agreement shall only spply lo, thet
poriich of any Insurance or reinsuience covered by this Agreement
which the Relnsured releing nel for s own sccount and In calculating
the amounis of Joss hereunder, only loss of Josses n respect of that

portion of any Insurence of reinsurence which the Reinsured retsing
net for ts own sccount shall be Included,

it Is undersicod and agreed that the emount of the Reinsurer's kebilty
hereunder inrespect of loss or Josses shall not be incressed due o the |
Reinsuied's fafure lo retrocede In accordence with s normel prectios, ’
not by reason of the Inabifity of the Reineured fo coflecl from any cthaf

Relnsured, whether specific or general, any amounts which may have

become due tromn them, whether such inpbility srises tiom the

insolvency of such cther Reinsurer of otherwise.,

C) The lerm *Originsl Resssured” a8 vied in this Agreement shall be
undersiood 10 mesn the insurence of relnsuronce company o which
the Relnsured issued an Oripinal Relnsurance Conlrect.

D) The term "Original Reinsurance Contragl” us used in this Agreement.
: Ehall be understooff o meen all binders, polices, cenfficales,
agreements, fresties, bonds or conlrpcts of reinsurance of relrocession

5UlYoTEed by Y RENSOIEd 16 Oniginal Reassuied's under he same "

Relnsurance Form covering the same lioblity (whether issued in one
* layetr or more then one layer).

E} The lerm "Reinsuience Form® o3 used hereln shall be undersiood o

mepn the type of Lisbikly reinsutance attorded.

Exclusions: As conlzined in he Relnswed's Originel Relnsurence, withoul additionsd
. Fmitabons hereundef.

AORT IR RITIAL
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" Draft for Discussion Purposes

Experience
Accounts © 1 Atinception, 1
Into which shall initialty be placed the withh

Annually the Reinsured shall prepare
showing:

Credi Nems

A

Credit balance brought fofward from the previous stalement.

\he Reinsured shall establish a funds withheld experience account

eld porlion of the relnsurance
premium and from which the Relnsuied shall make cleim payments

hereunder,

a siatus report on the experience accound

B) Withheld premivms egual 1o 83% of reinsuisnce premiums due,

<) Interest on the positive belance within the account calculaled ot a rale
: of 3% per annum on the beginning balance biought forward from the

previous stalement,

Debit Heme -

A Cloims paid duilng the yeor.

=) ] Any selllements made es commutation of claims, loss 2

expenses of ciher Tabilkies hereunder.

Cancellation: "' This Agreement mey be concelied by Bie parfes hereto:

1) Immediately by giving the cther party notica:

Ay

djustment

i the performance of the whole or any panl of this Agre ement

be prohibiled of rendeied Impossible de hre of de facto In

periiculor and  without piejudice 1o the generelly o the

preceding woide In consequencs or =ny law of regutation

which Is of thall be in foree In sny country of 1errilory, of H ony

law or regulalion shall prevenl drectly or indireclly lhe

yemMence of eny of sl of any part of the batance of payments
1

. tue o of from eithes party.

B) ¥ the other party has become insolvent of unable 1o pey s T
debis or hos tost e whole of any parl of ks caphal.

C) l there Is any material ‘uhange In the ownership of control of

the other party.

D)

¥ the country of terfiory in which the other parly 1esides or hes ~

e head office or Is Incorporoled shall be involved in armed
hosilitles with any cihes couniry whether war be dectared of
not or is partty of wholty ocoupied by snother power,

CONEINENTIA
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Draft for Discussion Purposes

- E) 2 the other party shall have fofled to comply with any o e -

. terms and condition so this Agreemenl

Al nofices of lermination which the Relnsured shat have the right 1o issue in

sccordance with any of the provisions of this peiagraph shall be by Telex,
Fecsimile of Regislered Mall end shall be deemed ¥o be served upon dispatch,

or. where communications between the parties aie inlerrupled, upon aitempled
dispaich.’

2 By lhe Reinsured glving S0 days nofice a1 any fime In wiling of ks
. inention to cancel this Agreement.

AN outstznding losses end other reserves,
this Agreement, shall be commuied on the dete of cencellation upon payment

o the Reinswed of the amount equsl to the ciedit balnce under the

experience eccount at the dote of canceliation. Such payment shall constihie
_ fulland final release of ah Eabilities of the Reinsures under this agreement.

¥ any, lor business govéud under

. . Adminlstration | . . '
Fee: . TBA paysble on TBA and annuslly on 1" Janvery thereafier uniil tesmination.
General

Conditions: Curiercy Conversion; All balances shall be converied to USD 81 the iale of
exthenge used In the Relnsurer's books. .
Ofisel Clause

Enors end Omissions Clause

Access 10 Recoids Clausa

insolvency Clause

Asbiustion Clause {English law),

Inspection of Recoids: The Reinsuied reisins the right lo prolect the
confidentielity of the underlying reinsurance covers and reserves the righl 10
inspection of records. However Inspection by en independenl third perty 88
spproved by the Reinsured will be amenged ¥ requesied..
Chenge in underlylng reineurance tonirecis: The Relnswe

d retains the rdght
mensge the run off ol fhre underlying re

insurance conlfects wihoul deteded
disclosure lo the Reinsurel. Th

o Reinsured will however act in pood falth of all
limes.

UNimate nel loss dause: This iensurance sholl have the benefi of ol

undertying relnsurances nuring 1o the benefit of the underlying reinsurance
contrecis.

Woiding: To be agieed.

ARSIV B mmdren b Bl b i Hvnteet A cdheus
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Draft for Discussion Purposes . ' '

Reinzurer:

.. Refs . By

Doted:

Placemeni Agreed

Reinsured: Cologne Relnsurance Company (Dublin) Limited

Ref: By:

Dateds

CONFIDENTIAL AIG/GEN-RE-TRANS 00000139
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Drafl for Diécussion Purposes

Appendis A"

'S_ched.ule of underlying reinsurance contracts U

Contiacl Country of Origin Currenl reserves in USD_] -
Contract A ) USA 254 000,000
Contiacl B Germany 63,243,000
Contraci G USA £9,323,000
Contraci D Norway 25,734,000 ]
Contracl E USA . 36,728,000 )
Contatl F ] Ausiratia ‘ 60,416,000

CONFIDENTIAL
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Dest Chils,
Re: Our Aggiegate Lisbifity Adverse Loss Development Cover

1 e wiiting furiher 10 yow various conversations in respect of the above with &
«JP of our peient compeny in Stamford. | hope 1that | can give you a little more - .
beckground on the pioposel we hope thet you will be eble to help us with.

Fundamenially we are seeking 1o athieve 1wo primary cbjeclives. Firstly to redyce the
reserving "leversge” in our locsl balence sheet end secondly 10 smooth any unexpecied
adverse Yoss development Inow locel staluory Income sietements (Bs opposed 10 oW N
US GAAP corsolidotion pecks). There are s number of other minor benefits and costs

in 1the structure proposed bul the sbove are the headline objectives.

The contract stiuctuie we have in mind, twhich ¥ have ariached es @ diaft for discussion
purposes) serves our purpose st 8 cost we believe 1o be eppropiiste to the beneiit and
risk involved for our 1einsuer. . To anticipele one queslion you may ask it is imponant
10 note that our locel pecounting here {ollowa similer tisk trerisier rules 1o the US but
does no1 ditieremiaie bétween serospecilve and prospeciive contracis,

In 18latlon 10 1he 1isk Inherent in the underlying portfolic we ere willing 10 make the .. ' '
{ollowirig yepresentations &t this time:- .

1) The curient stated reserves phus accumulating inerest will, we befieve, be odequate
: 10 meet the maturing fabillties.

2) The cun

.

em sisted reserves ate based in best cuirent informaiion on each portfolio,

3) The DOI‘“Ol‘IO'S'Blle‘ distinct and unielated (l.e. diversified).

i
"

CONFIDENTIAL
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- The (':qlpgnecﬂe of Dublin.
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12.12.2?00 * -

DRAFT

4) The undeslying poriiolio’s are not “cat” exposed and should under all normil
. ciicumstances exhibit little volatifity.

The reason we ave making these repiesentations jeflects, | trusi as -I:as mentioned,
that it is very importam 1o us that confidentiofity In 1espect of the underlying client
= epecific portiofio’s is meinteined more so than in any normal reinsurance relalionshig.
We will of course make limited 1ecords svailable Tor initial underwriting purposes’but | ’
would not expect these 10 be withheld lor public seview In your oifices. In sddhion il
will be contrectually required thal any subsequent inspections are performed by
inde pendent piojessional advisors legally bound by confidentisfity sgreements.

.Y hope 1het the above gives you a Teet for what we heve In mind and look forward to
any comments you may have in respect of elther my letter of the atteched ~discussion”
draft ship.

. 1hope that on further 1eview AIG will be oble 10 suppont this cover end lock forwerd to
woiking togelhes over the next few yesrs,

Yours sincerely,

John Houldsworth,
Chiel Executive Officer.
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17.12.2000
Christian M. M'horr :

- Vice Presnderlt/
American lmernanonal Group
110 Williem Street, 15™ Floor

( :»\
Dear Chrls, X

Re: Ouwr Aggregate Liability Adverse Loss Devel.opment Cover .

1 am writing further 10 your various conversations in respect of the sbove with il
4D of cur peremt company in Stamford. 1 hope thet ) cen give you s little more
backgiound on the proposal we hope that you will be able 10 help us with,

Fundementally we ate seeking 10 echieve 1wo primery objectives, Fhistly to reduce the
reserving “leverage” in our Jocel belance sheet end secondly 1o smooth any unexpected
adverse loss development In our Jocal ststutory income statements {es opposed to our
US GAAP consolidatlon pscks). There are B number of other minor benefits end coStS
inthe struciure proposed-but the above are the hesdline objeciives,

The comtract suucture we heve in mind [l heve sttached 8 diaft slip for discussion
purposesl Eerves our puipose 8t 8 cos5t we beflieve 10 be appropriste 10 the benefht and
tisk Involved for nus relnsuret. To snticipete one question you may ask h is Importert
10.note 1hat.our local statnory sccounting here follows similar risk transies rules to the
US but does not differentiste between retrospective end prospective contracts.

In 1eletion to 1he risk Inherent in the underlying punfol‘o we ale willing 10 make the a
. 1ollow!no represemmions a1 this 1imes

1) The current stated reserves plus accumivlating interest will, we believe, be adequate
to meet the rnatunng fiabifties,

2) The cunem ststed seserves ate based in best current informstion on each portfcho,

JN22200

-2
- il rnACD l *
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. - DRAFT

4) The unéer&n’ng}' portfcfios are not "cat® exposed @nd should under all normal
circumstances exhibit litle volaiility, - ’

The reason we are making these representations refle
it is very important o us thal corfidentislity in respect of the underlying cliéht specific
portfolios is maintained more sothan in any nonmal reinsurance relationship, We will of
course make fimited records avaiable for intial underwriting purposes bul would not expect
these to be withhe!d for pubfic.teview In your offices. Th

that access 10 our records by AlGis subjecitoa confidentizlity agreement and access will

only be provided 1o those AIG officers or agents similarly bound by confidentiaity
agreements., ' B

cts, 1 trusi as MBhas mentioned, 1hat

I hope !hal".he above glves you a feel for what we have in min

d and ook forward to any
comments you may have in respect of either my letter or the 2

Hached *discussion” drafl ship.

1hope that on Jurther review AIG will be ablefo s

Upport this cover and lock forward to
working together over ihe next few years. : 3

* Yours sincerely;

John Houldsworih,
Chief Executive Officer,

. . s - g L
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CONFINMENTIAL

MLt

H
H

AIG/GEN-RE-TRANS 000002C



- rwrw e wome v pmks o e

clswd T4 e mamptaet

Reinsured:
~ Type:

Terme
Tenftery:

Buslnees
Covered:

i.im.ll:

Reinsurance
Premiume

Reporting and -

Accountg:
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Draft for Discussion Purposes

Cologne Reinsurance Company (Dublin) Limiled

" Loss portfolio transfer Agicement

Cenfinuous commencing 12:09a.m., Cenbal Evropean Time, 1/12/2000, unti
all liability hereunder has been discharged, o

. ey e )
As delelled under the attached schedule of original Reinsurance conyracts,

Original Reinsurance Contracts or other evidences of Bability (whether writen

or oral) heretofore Issued covering in respect of business written es detalied
undes the aitached schedule. '

The Relnsured obligstes itself to cede o the Reinsurer snd the Reinsurer -
cbligates ftself to accept as relnsurance from the Reinsured a 100% interest iy
the Net Retalned fiabilty of the Reinsured kn respect of the Business covered,

subject however {0 an oversll imit of Sabilty 10 the Relnsurer equal to USD
600m, .

A reinsurante premlum of USD 500,000,000 of which 98% shall be retzined -
within an experience account by the Relnsured, ‘

Within 90 days of the end of each calendar year, the Reinsured shall prepere
&n account for the Reinsurer showinge

A) Ouistanding reserves, Including sflocated Joss adjustment expenses ot
the beginning of the year, plus '

B) The sum of reserves nchuding aliocaled loss adjustment expenses
increased of established duﬁqg the year, minus

g .

%im?nd?ﬂmaﬁ'ﬁusfaﬁnm_eiﬁ'eﬁéiﬁﬁ dunng the year, T T
equals K

D) Outstanding reserves, inchuding zbocated Joss adjustment expenses st
the end of the year.

The Reinsurer shall upon receipt of the account, authorise the Reinsured i
draw payment from the experence account for the bafance due in respect of
claims paid during the year, Inthe event thal the balance within the expetience
accountIs Insufficient to satisly the obligation of the Reinsurer, then payment

shall be made within 90 days by the Reinsurer of the amount owed in excess of
Ihe balance in the experience account.

CONFIDENTIAL
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E . Draft for Discussion Purposes

The term *Ulimate Net Loss™ as used in this Agreament shzll be
understood 1o mean the sum actuzly paid or paysble by the
Reinsuszed in sellement of losses for which it Is iable, such losses to

inchude expenses of Migation and any and all other Joss expenses of-

the Reinsured except for office expenses and salaries of the
Reinsured's cfficials,  Any salvages and recoveres, including

_recoveties under any reinsurances which inure 1o the benefit of this

Agreement, whether collected of not, are 1o be f‘rsi deducied from such
lces 1o arrive 2t the amount of Tzbllity, if any, anachmg hereunder.
Nothing in ihis definition shall be construed as meaning that losses ere
not recoverable hereunder untl the Ultimzte Net Loss 1o the Remsured
has been finally ascertained.

The lerm “Net Retzined Lisbfity” a5 used In this Agreement shall be
understood to mean, and this Agreement shell only opply to, thet

portion” of any insurance of reinsurence covered by this Agreement

which the Reinsured retains net for ks own account and In cekculating
the amounts of loss hereunder, only loss of losses in respect of that
porfion of any incurance or relnsurance which the Reinsured reteing
nelfor s own account shell be included,

It is understood and agreed that the amount of the Relnsurer's Tablitty
hereunder in respect of loss or losses shalkl not be Increesed due 1o the
Reinsured's tailure to rebocede in accordance with its normal practice,”
nor by rezson of the inzbility of the Reinsured 1o coflect from any other
Relnsured, whether specific of general, any amounts which .may have
become due from them, whether such inabifity arises from the
Insolvency of such other Relnsurer of otherwise,

The term *Origina Resssuied” as used In this Agreement shall be
undersiood 1o mean the' insurance of reinsprence company 1o which
the Relnsured Issued an Original Reinsurance Contrack

The 1erm “Original Relnsmance Contract” 2¢& used In this Agreement

" shak be. understood % mean ell binders, poficies, cerlificaies,

sgreements; e zties; bonds or contracts O reinSUIance of TEUOTESSIon
authorised by the Relnsured to Original Reassured®s under the same

Reinsurance Form covering the same liablty (whether issued in one
layer or more than one layer). -

The term "Reinsurance Form® as used herein shal be understood to
mean the type of Liabilty reinsurance a'ﬂorded.

As conteined in the Reinsweds Original Reinsurance, without additional
Yimitafions hereunder,

.o Definitions A)
; B)
C)
D)
£
Exclusions:
CONFIDENTIAL
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Draft for Discus_,sion Purposes

Experience : : : S
~ Actount Alinceplion, the Reinsured shall eslablish 2 funds withheld experience 2ccoumt
into which shak inilially be placed the withheld porlion of the reinsurence
" . 7. -premium and from which the Reinsured shall make claim paymenis hereunder.
) Annuzily the Reinsuted shall prepaie a status report on the experlence accoum
showing:
Credit Hems
: : -y
A} Ciedit balance brought forwaid from the previous siatement.
8) Withheld premiums equal to 98% of reinsurance premiums dus. *
C) inferest on the positive balance within the account cakculated al a rale
of 3% per annum on the beginning balence brought forward from-the o
previous statemnent.
Debit teme
. A) Claims paid:during the year.
B) Any setllements made as commutation of claims, loss adjusiment.
expenses of other liabiles hereunder..
Cancelatlon: This Agreement may be cancelled by the parfies hereto:
1) Immediziely by giving the other party notice:

A) it the performance of the whole or any part of this Agreement
be pichiblied or rendered impossible de jure or de facio In
paricular and . without prejudice lo the generality of the
preceding words In consequence of any law or regukation

. which Is or shall be in force In any country or territory, of ¥ eny
law or segulelion shall prevent directly or indirectly the
:emmance of any or all or any parl of the balkance of payments

— due-do-or- -from-either porty— -

B) B the other party has become Insolvent of unable to pay Ms
debts or has lost the whole or any parl of ks capitel,

) Il there |s any malerial change in the ownership or control of
: the other parly.

D)  Hthe counlry of tenfory n which the other party resides or has
fis head office of is Incorporated shall be Involved In armed
hostifites with any other counlry whether war be declared or
notoris paxﬂy or wholly occupied by enother power.
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Draft for Discussion Purposes

E) M the other party shal have falled 1o comply with any of the
terms and condition so this Agreement

. Al nelices of lerminalion which the Reinsured shzl have the right to issve in
eccordance with any of the provisions of tis parzgreph, shal be by Telex,
Facsimile or Regisiered Mail and shal be deemed lo be served upon dispatch,

or, where comimunicalions between the parties are inlerrupled, upon. aﬂempled
dispaich. ;

MR |
2) By the Reinsured giving 90 days notice ot eny fime in wiiting of its
) intenfion 1o cancel this Agreement,

All outstanding Josses and other reserves, i any, for business covered under
this Agreement, shall be cornmuted on the date of cancellation upon payment
fo the Reinsuted of the amount equal to the cedR bekince under the
experignce account 2l the date of cancellstion. Such peyment shall constitute
full and final refease of all fiabilities of the Reinsurer under this agreement.

Administration ‘ :

* *  Fee: TBA payable on TBA and apnuzly on 1* Janvary theresfier untll termination, .
General . -
Conditions: Cunency Conversion; All balances shal be converted to USD sl the rsle of -

exchange used in the Relnsurers books.
Offsel Clouse
' Ertors and Omissions Cleuse
Access o Records Clause
Insolvency Clzuse |

Arbilration Clause (English law).

Inspection of Records, The Reinsured retains the right fo protect the

conifidentizlity of the undedy:‘ng rsipsurance covers and reserves the night to

inspection of records. However inspection by en independent third party as

approved by the Reinsured will be arranged ¥ requested..

Change in underlying reirie urance contracts; The Reinsured relsing the right lo

manage the run off of the unde.m'mg reinsurance contracts withoul deleided T
disclosure lo the Reinsurer. The Relnsured will howeéver ect in good faith ot off -

Emes. ' -

Unimate nel loss clause: This reinsurance shall have the benefil of all

undertylng reinsurances inuring to the benef of the underlying reinsurance
conbracts.

Wording: To be agreed.
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B Draft for Discussion Purposes
b
Reinsurer
Rek: By:
Dated:
i Placement Agreed |

Relnsuied: Cologne Relnsurance Cor‘npany (Dublin) Lmited b
Ref: BY:.
Dated:

1

l ——

i

1
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Drafi for Discussion Purposes

Appendix A:

Schedule of underlying reinsurance contracts

Contiadt Country of Origin Cunrent reserves in USD
Contracl A~ USA . 254,000,000
Contrac1 B Germany 63,243,000
Contract C USA 69,323,000
Contract D ‘ Norway 25,734,000
Contract E | USA 386,728,000
Contract F | Austialie ' 60,416,000
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01:23pm EDT 26-Apr-01 Bear Stearns (A. Smith,u./_) AIG TW
AlG: Strong Earnings. Raise Estimates
Michzel A. Smith 212 272-946% masmith@bear.com 04/26/01

bear.com

Subject: Analysis of Sales/Earnings"
Industry: Insurance/Nonlife

BEAR, STEARNS & CO. INC.
EQUITY RESEARCH

hmerican International Group (AIG $79.75) - Buy

. Strong Earnings.  Raise Estimates
Data : : .
Last ROE 16% 52-Wk Range $104-552 Shares Out 2,359

Target Price $104-5107 _ Dividend/Yield $0.15/0.2% Market Cap (MM) $188,130 .

Key Points

*** American International Group beat "Street"” estimates by $0.01 per share in
the first quarter. ' :

*** Property-casuvalty insurance premiums increased by 15%, accelerating from
the 12.4% growth rate reported in the 2000 fourth quarter. Domestgc -
brokerage premiums increased by 27%, reflecting the addition of HSA Group
late last year. '

*** Lcss reserves increased $62 million, th:ee-fimes the level of incresse
last year. !

*#* Life insurance operations were ahead of expectations, both top and bottom
1ine- -

*** We are raising our estimates and reiterating our aggressive Buy rating of
American International Group shares, with a price target of $104-5107,

Earnings Estinmates P/E
Ql Mar Q2 Jun Q3 Sep Q4 Dec Year Year
2000 $0.56aA $0.61A $0.61A $O.€5A ~ $2.45a 32.6
2001 $0.67A - $0.70E $0.73E $0.75E $2.85E 28.0
Previous $0.65B $0.70E $0.70E . $0.758 $2.B0OE 28.5
2002 $0.77E $0.80E $0.85E $0.88E $3.30E 24.2
Previcus $0.75E $0.80E 50.B5E $0.85E $3.25E 24.5

American International Group reported first quarter earnings that were $0.01
ahead of the consensus estimate, at $0.67 per share (diluted, excluding '
realized investment gains and losses), up from $0.58 a year age.

Earnings were much better ihan we had anticipated in both the general insurance
(property-casvalty) and in the life insurance segments, and we are raising our

estimates for this year and 2002 by $0.05 per share, to $2.85 and $3.30
respectively. _ -

== FIRST CALL --
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General Insurance: Premiums Up 15% and Accelerating :

Written premiums in the genéral insurznce segment increased by 15.1% from last
year's level, accelerating from the 12.4% growth rate reported in the fourth
quarter. Within this figure, dcmestic brokerage operations, commercial lines
businesses, increased by 27.5%, driven mostly by price increases and improved
renewal retentions. HSB Group that was acquired late in 2000 added, by the
company's estimation, zpproximately two percentage points to the overall growth
rate and less than five points to the brokerage subtotal rate.

Perhaps as attractive, the underlying quality of the general insurance results
also improved, evidenced by the increase in loss reserves that in turn drove
the paid-to-incurred claims ratio down to S8% from last year's S59%. The loss
reserve increase of $62.8 million was three-ti

mes the $22.0 million reported
last year. Of this zmount, we estimate approximately $36-$38 was in the

Transatlantic Holdings (TRH, rated Attractive) book and in 21st Century

Insurance (TW, not rated). 1In recent quarter, the declining rate of increase,
and even decreases, had raised some concerns in the market when reported,

although those figures were explainable- by the company's retrenchment in
exposures as it went through a rigourous re-pricing/re-underwriting of its book
of business, : o '

Overall, the ccmbined ratio (a proxy for underwriting margin, consisting of
claims and expenses measured as a percent of premium) was 95.9%, up very
slightly from last year's 95.8%, with deterioration in the personal lines that
reported an unprofitzble result. Winter storm losses palyed a part, but only a
part, in the perscnal lines results that the company describes as still
unsatisfactory. ‘

Life Insurance Results Also Ahead of Expectations

Life insurance results were also stronger than we had anticipated, especially
in view of the slowdown in world-wide econcmies. But according to the company,
business remained strong, with premiums up 31.8% and pretax earnings up 17.8%.
Most of the strength appears to be in the domestic markets which reported al4s
incresse in premiums and more than doubled its de

posits in investment producta.
However, the international growth rate was not toco shabby, either, when
measured in original currency. Foreign life insurance premiums increased by

7.9% in US currency, 14% when measured in original currency.

According to the company, American International Group continues to benefit
from the flight to guality in the

Asian markets, especially in Japan where life
insurence companjes have been failing and American International Group's

triple-A rating is a major marketing asset. The sale of investment products
through the company's overseas life insurance channels declined by 7.5%,

although this includes the negative translation effect of foreign currency - in
original currency, sales znd deposits increased,

Domestic annuities and investment product sales more
company cautions against annvalizing this figure.

steady upward progression toward the current figure
quarters. .

than doubled, although the
Howeverxr, we also notice a
over the past four

Financial Services: Strong Growth, Improved Margins.
Revenves in the financial services segment increased by

Y 14.5%, with the largest
element, International lLease Financing, growing by 13.1%. The so-called

== FIRST CALL --

CONFIDENTIAL

AIG/GEN - RE - TRANS 0000778



10:5%5zam EST 8-Feb-01 Wasserstein Perella (Xenneth S. Zuckerberg- 212.503.218)
Wasserstein: AIG Initial Read on 4Q Results .

Initial Read on 40 Results

COMPANY: American International Group
RATING : Hold '

ANALYST: (Kenneth S, Zuckerberg 212.903.2189) PRICE: $8B6.9 EXCH: NYSE
EPS : --- FOLL YEAR (SUS) ---= =---==-c--- PRICE —===~- ---SHARES (Thsnd's)---
rY: Dec. Curr. Prior P/E 12 Mo Tgt : $100 Mkt Cap: $201,221,729
+ 2000 FC 2.4% 52 Wk High: $103.75 Shrs Out: 2,315,555
2001 WP 2.80e 31.04x 52 Wk Low : $52.38 Dly Vol : 4,968
FC 2.8Ble 3¥r Growth:  15.00% Div/Yld : $0.15/0.17%
2002 WP ‘ YTD Perf : ~-11.83% LTD/CAP : 46.60%
. FC 3.22e Book Value: 5$15.79
2003 WP Px/Book : 5.50x
ivd .

as of: 02/08/2001 10:34 EST

EPS : -— 18t QTR === === 2nd QTR -~~~ === 3rd QTR === ~-== 4th QTR ===
Curr. Prior Curr. Prior Curr. Prior Curr. Priorx

2000 0.58a 0.6la 0.€la 0.65a

2001 ) '

2002

2003 .

Footnote: Earnings have been sdjusted for the July 31, 2000 3 for 2 stock
split.,

Event: AIG reports on-target 4Q00 results.

Recommend: Maintain existing positicns.

Analysis: AIG reported 4Q00 operating EPS of $50.65 compared to $0.56 in

4099, exactly in line with our EPS estimate and consensus. While property &
casualty earnings growth fell materially short of our projections (11% actual
growth vs. 27% projected) and asset management earnings were modestly below
target (all references relate P/T operating income}, the shortfalls were
completely offset by better results in life insurance (18% actuval growth vs.
15% projected) and financial services (23% growth vs. a projected 2% decline),
the latter being driven by aircraft leasing and AIG Financial Products. In

————the—tore—Pie—segmeﬂt7—i£—appeafs—%ha%-aﬁéefufé%ing—pfeii%e—were—dampeaecLJ{} ,
U.S. personal lines, consistent with our recent comments zbout private
passenger auto insurance. While AlG's actual underwriting ratios (76.16% loss
ratio, 22.65% expense ratio, 98.81% combined ratio) were several points higher
than our estimate, the quarter’'s combined ratio was below 4Q99's level of
98.958. That said, AIG added to loss reserves during the guarter--the net
change was $106 million--a clear positive from an earnings guality standpoint.
Importantly, worldwide net premiums written and earned grew by a robust 12%
and 15% even with negative foreign currency adjustments {(we had projected 8%
for each), underscoring our view that AIG continues to achieve low double-digit
rate increases. CEO Greenberg commented that "stronger rates are evident

-~ FIRST CALL --
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Fourth guarter earnings, at $0.65 per share (diluted, excluding investment
gains), up from $0.56, were in line with consensus expectaticns, but zpparently
the market wanted more, judging by the decline in the share price. Ina our
view, there was nothing in the earnings release itself that could be
interpreted as bad news that would justify a sell-off.

In our cpinion, the "Street™ received earnings in line with what we viewed to
be an zggressive expectation. Our own estimate was $0.63, and as it turns out,
our estimzte was low for each cperating segment with the exception of the
ccmparatively small zsset management operation. But in view of the report, we
are adding 50.02 to,our 2001 earnings estimate, bringing it up to $2.80 per
share. And we are raising our 2002 estimate from $3.15 per share to $3.25.

General Insurance -- Written Premiums Up 12.4%:

Our initial reaction, and one that we have not changed, is that the earnings
report was quite pcsitive if only because of the 12.4% growth of written
premiums in the general insurance {(property-casvalty) segment. This was up
from the 8% growth rate reported in the third quarter, and is in line with the
trends we have been anticipating, as we look for upward acceleration of the

growth rate of written premiums that we believe will drive the property-
casualty stocks higher.

Nay-sayers might carp about the premium growth, pointing to the inclusion of

cne month of premium of the newly acquired HSB Group, and to the downward .
effect of foreign exchange currency translation. However, by our estimate, HSB
business of perhaps $35 million accounts for less than 1% of the reported

growth. And adjusted for the foreign exchange translation, the growth rate wasa
. @ very strong 14%. ;

Especially impressive was the 18.4% growth in the domestic brokerage business.
Mcst of the growth was'in the core AIG business, as Transatlantic Boldings
{(TRH, rated Attractive), 56% owned by AIG and consolidated in the company's
results, reported written premium growth of less than 9%.

In past quarters, American International Group has received criticism from some
corners regarding what has been viewed to be a rather small increase in loss
reserves, but we believe there is little room for criticism on this score in
the most recent gquarter. The coempany increased reserves by a total of $106
million, of which we believe roughly $30 million was put up by 21st Century
(TW, not rated) that is also consolidated in AIG,s results, and $7 million by

Transatlantic Holdings. That would leave roughly $70 million of reserves put
up on the AIG core business. ‘ '

A year ago, American International Group reduced reserves in the fourth quafte:

to the tune of $95 million net of increases at 21st Century &nd Transatlantic
amounting to $65 million. ’ .

Perhaps some investors are concerned with the decline in profitability of the
domestic property-casualty business, and especially the underwriting loss
racked up by the personal lines cperation. We had actually anticipated even
weaker results in our model, simply based on industry conditions that are in
the early stages of & broad upturn. However, the fact is that there is quite a
delay after prices begin to improve before the results become visible on the
bottom line of the income statements. But we do believe those results are well
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