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Joss (othet than for office expenses and for the saleries 2nd expenses of

employees of the Company or of any subsidiary or related or wholly

owned company of the Company) mede in connection with the disposi-
Son of & claim, loss, or legal proceeding including investigation,
negotfiztion, and legal expenses; count costs; prejudgment interest; and
postjud gment interest. .

Losses In Escess of Policy Limits and Extrs Contrscival Obligations

(1) "Loss in Excess of Policy Limits” means 8 paymenl made 10 8
third perty claimant in excess of the policy limit which the
Compeny is legally obligated to pay resulting from an action
taken by tbe inswed or acsipnee arising fiom 8 third party
clajmant Being swarded an amount i excess .of the Company’s
policy limit as @ yesult of the Company’s fsilure 10 senle within
the policy limit or of the Company’'s alleged of actual
negligence or bed faith in rejecting an offer of setement of in
the preparstion of the defense or in the wisl of any action
agednst its insured of in the prcparation of prosecution of an

appeal consequent upon such action.

(2) "Exwa Contracinal Obligation” reans 8 loss which the
Company is legally obligeted 1o pay, which is not covered
- under any other psovision of this Agreement and which arises

fiom the Company’s handling of eny claim on the business
1einswed bereunder.

The dete on which & Loss in Excess of Policy Li:.nits or an Exira Con-
wactual Obligation is incurred by the Company shall be dee med, in all
circurnsiances, 10 be the date of the original Occurrence.

There shall be no coverzge hereunder where the Loss in Excess of 1the
Policy Limit or the Exua Coptaciual Obligation has been incuncd due
10 the frzud of criminal conduct of e member of the Boaid of Dueciors, &
corporate officer of tbe Company, o1 any othes employee of he C om-
pany, acting individually or collectively or ip collusion with any

i dividual o1 corporetion o1 any othes o1ganization OF party involved in
the investigetion, defense o settlemnent ©

[ any cleim covered hereunder.

Apy Insurance OF reinsurance, whethar colleciible or not, which

indemnifies o1 protects the Company against claims which are the
subject matter of this Jefindiion and uny contribution, subsogation, o

recovery shall inure 10 the benefit of the Reinsurer and shall be deducied
10 armive a1 the amount of the Company's Net Loss.
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() Occurrence means each sccident of occustence of series of sccidents of

occurrences arsing out of one event regadless of the number of -
employces of employers involved, except s modified below.

As sespects an occupstional of other disease or cumulative injury under’

workers compensstion of employers' liability policies for which the
employes is lisble: . ‘

(1) Which arises from a specific sudden and accidentsl cvent

: imited in-tme and place, such occupational or other discase
suffered by one of more employees of one o more employers
<hall be dccmed 10 be an Occurtence within the meaning of this '

Ageement and the date of Occurrence shall be deemed 10 be
the date of the sudden and accidental event.

{2) Which docs not arise from » specific sudden and eccidental

' cvent Bmited in tme and plact, such occupetional ot other dis-

ease of cumulstive injury shall be deemed 16 be &n Occurrence
within the meaning of this Agreement, and the date of Occur=
rence shall be ‘dcemed 10 be the daie of the beginning of the,
disability for which compensation is paysble if the cesc is - °
compenssble under the Workers Compensation law; or the

-~ dote that disability due 10 said disease actually began il the case -
is not compensable under the Workers' Compensation law. -

Each case of an cmployes contracting such occupational or

ofber disease or cumulative injury for which the cmployer
_ jnsured by the Company is held liable shall be considered a
separste Occunence regaidless of the date of loss.

{c) Original Reinsured means the inswance company OF reinsurance company 10
* which the Company issued an Original Reinsurance Contract.

(D) -Original Reinsurance Contrsét means al} binders. policies, cenificates,
rgreements, westies, bonds, oy contrac

1s o1 reinsurance or renocession suthorized by
the Company 10 Criginal Reinsureds under the same Reinsurance Form covering the
same-liability; whether-i

ssued_ip_one Jayer or_ more than one layer, and eppearing on’
Schedule A. ' L

(g) Reinsursnce Form means the type of liability reinsurance afforded by the
Compeny 10 its cedants and retvocedants. : '

{b) Net Retsined Liability means, and this Agreement shall only epply 10, that
portion of any Original Reipsurance Contract covered by this Agreement which the
Company retzins net for ils own account, end in calevlating Uhimate Net Loss only

loss ‘or Josses in respect of that portion of any insurance or reinsurance which the
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Compeny 1etzins net for its own zccount shall be included, It is understood and
agreed that the zmount of the Reinsurer’s Hability undes this Agreement shall not be
inciessed due 1o the Compeny's fsilure 1o revocede in sceordance with its normal
practice, nor by rezson of the inability of the Compeny to collect from any other
reinsurer, whether specific or general, any amounts which may. have been due from

them, whether that insbility arises from the insolvency of the other reinsurer of
" otherwise. ) '

_ Article VII - EXCLUSIONS

This Agresment shall not spply to aﬁy lizbility excluded by the On'gi.na] Reinsurance °
Contracts.

Article VIII - MANAGEMENT OF CLAIMS AND LOSSES

The Company shall investigate and scnle o1 defend all clsims and losses. When requested by
* the Reinsures, the Company shall permit the Reinsurer. ot the expense of the Reinsurer, to be |
2ssocisied with the Compeany in the defense or control of any claim, loss, or legal proceeding
which jnvolves or is likely 10 involve the Reinsurer. ARl payments of claims or losses by the
Compeny within the 1erms znd Timits of its pelicics which are within the limits st forth ia

the spplicable Agreement shall be binding on the Reinsurer, subject 10 the terms of this
Agreement. T :

Ariicle IX - RECOVERJES

The Company shall pay 1o or credit the Reinsmer with the Reinsurer's portion of any
recovery. obtained fom.salvige, subrogetion, or other insurance. . Allocsied Adjustment
‘ExpcnSé for recoveries shall be deducied from the amount recovered, However, il the
Allocsied” Adjustment Expense incured in obiaining recoveries exceeds the amount
tecovered, if any, the excess Allocsted Adjusiment Expense shall be zpportioned between the

parties in proportion 10 the lisbility of each party for the loss before the recovery was
obtsined. . '

The Relnswer shall be subrogated 10 the rights of the Company 10 the exient of its loss pay-

ments 10 the Company. The Company agrees 10 enforce its rights of salvage, subrogation,
zand its 1ights against insurers ot 10 assign these rights 1o the Reinsurer.

Recoveries under this Agreement shall be disribuied 10 the panies in an order inverse 1o this
io which theis Tiabilities accrued. ‘

Article X - LOSS TRANSFER PAYMENT AND CONSIDERATION

The Company shall pay 1o the Reinsurer 2 loss transfer payment of US $250,000,000
within thirty business days afies the execution of this Agreement.  Ninety-cight
percent (58%) of this sumn shall be withheld and 1e1ained within an experience sccount
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{the “Experience Account”) by the Company from which the Company shall make
dmm payments due from the Reinswer heseunder.

Artide XT - RZE.PO_]_%TS AND REMITTANCES
(a) Clslml and Losses

Whhm o0 dsys of the end of cach year the Company shall 1ender 1o the
rwq ab. a.nnnﬂ siatus rcpon of lhc Expcmnc: Accoum dunn; 1,he

L] -'-. E‘ * ‘_‘:
N Y *how‘s‘; e
. N el e - H-:. T
Y " ) _..‘ '-'~.--_._ —. . g . x
_" “ ,"'. - o o LS “.",:ﬂ: ;‘- ‘{. ‘ ‘I KL Tn ‘2“" e ,
A A) E‘ZIE&:K? arice. fomard !'[nm ﬂ\c pxgvmus statcmcm s T T
. . - 3 -h . : .
T e .3 .

‘.r

B) Wm\hdd premiums cqual 10 98% of reinswance pnuuums due

C)__lnlcrtsl on the positive balance within 1hc account calculeted 81 8 Tate
of 3% pes year on the beginning balance brought forward from lhe
. preyious sistement ’ _

B ngit hems;
g ._. A
-x? St -{:.":‘ 5

A) U'lurrm\;,?\‘ l'Los; paymeits maJe by lhe Comgany dunng 1h: )cai-“

'.‘-.f

c""\' L

@) - Wit}nn 90 dsys of the end of cach year the Company shall
prcpm ] ltpon for the Rnnsu.re: showing:

A) Oulsmndlng:eservcs. mdudmg Allocared Ad.}ustment Expenses, st
' \f\: begxnmng of the year; plus

B) The sum ol' reserves, including Allocated Adjustment Expenses,

ml::&:do:_:subhshed_dunng the yesy, minus

C) Clsims and Allocated Loss Adjunmcm Expcnscs paid during the
year, equals

D) Outstanding reserves, including Alloczied Adjustment Expenses, ot
tbe end of the year.

Upon lcctlpl of this report the Reinsurer shall aniborize the Company
10 drew payment fiom the expemnce account for the balance due in
6=
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respect of cleims paid during the year. 1f the balence in the experience
* perount iy insufficient to satisfy the obligation of the Reinswer, then he
Reinsurer shall pay the amount owed in excess of the balence of the
experience sccount within 90 deys sfier reccipt of the report. Al

balances shall be converied 10 United States Dollars at the exchange
rate used in the Reinswer’s books. :

() Geseral

In sdditon 10 the 1eports equited by (2) 2bove, the Company shall fur-
_ pish such other information 2s mey be required by the Reinsurer for the

_completion of the Reinswrer's quariesly and annual statements and intese
nal records. )

ANl 1eporis shall be 1endered on

forms of in format sccepiable 10 the
Compeny and the Reinsurer,

Article X11 - ERRORS AND OMISSIONS

The Reinsurer shall not be relieved of liability. because of an enor or accidental omission of

the Company in reporling any “laim o Joss o any business reinswed under this Agreement,
provided that the erro1 of omission is 1eciified promptly efier discovery. The Reinsurer shall

 be obligeied only for the rciun of the premium paid for business jeponied but not reinsured
- undes this Agreement. : C

Article X111 - SPECIAL ACCEPTANCES

Business not within the terms of 1his Agreement may be submined 10 the Reinsurer for
special sccepiance and. il accepled by 1

he Reinsurer, shall be subject 10 a1l of the 1emms of this
Agreement excepl as modified by the special acceprance.

Article X1V - RESERVES AND TAXES

The Reinsures shall maintain the 1equired 1eserves ss 10 the Reinswer's poniion of uncarned

pemium, if any, claims, losscs, and Allocated Adjusiment Expense.

The Company SHalTBe lia'nie—l"o_raﬂjmmium—mts—en-pnmiumxtded_to.lbr__minsum updey,
this Agreement. 1fibe Reinswes is obligaied 10 pa

y any premium 12xes on this premium, the
Company shall seimbuwse the Reinswer, however, the Company shall not be required to pay
1axes Twice on the same premium. .

Article XV - OFFSET

The Company o the Reinswer may offset any balance, whethes on account of premium,
commission, claims o1 losses, Adjustment Expense, salvage, Of otherwise, due from one
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' party 1o the other wides this Agreement o unde1 any other zgreement heretofore ot heresfier
entered into between the Compeny and the Reinsurer.

Article XVI - INSPECTION OF RECORDS; CONFIDENTIALITY

" A) Inspection of records Subject 1o paregraph B, Confidentiality, the Company shall allow
the Reinsures 10 inspect, a1 reasonzble times, the records of the Company ielevant 1o the
business reincured undesr this Agrcement, including the Company’s files conceming claims,

. losses; of legal proceedings which ‘involve or are Jikely to involve the Reinsurer. The

" inspection may only be conducied by represeniatives of the Reinsurer who execute a

confidentzality egreement ina form s21isfectory 1o the Company,

B) Confidentislity The Reinsuier acknowledges that the Original Reinsurance Contracts

and the Company's records with respect 10 those coptracis constituie valuable privileged, -
commescial and confidential information not generally known about the operations or
clientele of the Company (*Company confideniial information™). Neither the Reinsurer nor
its representatives shall, direcly or indirectly, disclose, divulge or mzke availsble any
Company confidential informetion whether acquired before or sfier the date of this
© Agreement, including but not limited 10 joformation releting 10 invesunem, financial,
sccounting, names’ and addresses of clients, carrier relztionships, insurance broker/agent
. 1clstionships, merchandising, markeyng and selling practices, and the senvices, funciions,
sysiems, CQmputer prograims, procedures, or work products tontemnplated by, o1 produced by
the Relhsity or fis Fepresentziives pursuant to this Agreement or which they ar¢ 1o use of

perform in conneclion with the Agreememt.  As used in this Agreement, "Company -
F onfidental information” does not include information which (8) is o becomes geneially
svailable 10 the public cther than as & resuht of » disclosure by the Reinswer or its
Reinsurer on 8 non-confidential besis prior 1o its

sepresentatives, (b) was availeble 10 the
disclosure by the Reinswrer o3 i1s represeniatives, of {c) becomes available 10 the Reinsurer
its representatives who

on 8 non—confidential basis fiom » person other than the Company or
is not otherwise bound by a confidentiality sgreememt with the Company or its

representatives, of is not othcrwise piohibiied fiom nansmining the information 10 the
Reinsuret.

Article XVl - ARBITRATION

All unesolved differences of opinjon between e Company and the Reinswer relating to this
- Agreement, including its formation and validity, shall be subruined 10 asbitration consisting

of one arbitrator chosen by 1be Company, one arbinator chosen by the Reinsurer, and # thind

arbitrator chosen by the first two arbitrators.

The party demanding abitration shal) communicate its demand for abitraton 10 the other
party by registered o1 cenified mail, idemifying the narure of the dispute and the name of its
.3-
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arbitrztor, znd the othes party shall then be bound 10 name fts arbitrzror within 30 days zfier '
receipt of the dermand. *

Failure of 1¢fusal of the other party 10 50 neme its arbitrztor shall empower the president of
the Insurance lnstitute of Ireland 1o name the second asbitrator, 1f the firstiwo arbitrators are
unable 10 egree vpon a third arbivztor sfier the second asbitrztor is named, each arbitrator
ohall narne tiree candidstes, two of whom shall be declined by the other arbitretor, and the
chotce shall be made between the two remaining candidstes by drawing lots. The arbitrators

shall be impiriial and shall be sctive or setired officers of propeny or casuzlly inswance ot
1einsurance companies. :

The whitrators shell adopt theis own rules end procedures and are 1elieved from judicial for-
‘maliies, In addition 10 consideiing the rules of equity and the cusioms and practices of the

'inlcm;ﬁona.linsnranc: and reinsurance business, the arbitrators shall make thelr award with s
view t0.cflecting the intent of this Agreement.

The wbitretion shall take place in London and English law shall apply lo‘thc conduct of the
arbitrztion. .

The decision of te majority of the erbitrztors shall be in wiiting and shall be fipal and
binding upon the parties.

Esch party shall bear. the cost of its own arbitrator and shall joinly and equally bear with the
~ other party the expense of the third arbitretor and other cosis of the arbitrztion. 1o the cvent

" both srbivators are chosen by one party, the fees of all asbiustors shall be equally divided .
' betwren the parties. - : ’

The ssbivaton shall be held at the times and places zgreed upon by the arbitraton.

Artide XVIT1.- INSOLVENCY OF THE COMPANY

In the event of the insolvency of the Company, the reinsurance proceeds will be paid 10 the
Company or the liquidator, with reasonsble provision for verification, on the basis of the
laim eNlowed in the insolvency proceeding without diminution by rezson of the inability of
the Company 10 pay all 0 part of the claim, except as otherwise specified in the swnnes of

any stait having jurisdiction of the insolvency proceedings of except where the Agreement,

or-other-writien-agrecment,-specifically provides_snather_payee of such reinsurance in the
cvent of insolvency. '

The Reinsures shall be given wrinen notice of the pendency of each claim against the Com-
pany on the contraci(s) reinsured hereundes within » reasonable ime afier such clain is filed
in the insolvency proceedings. The Reinsures shall heve the right 10 investigate cach such
claim &nd 10 interpose, st its own expense, io the proceeding where such claim is 10 be
adjudicated, eny defenses which it may deem available 10 the Company o1 its liquidator. The
expense thus incuned by the Reinsurer shall be chargeable, subject 10 count zpproval, against
the insolvent Company 2s pant of the expense of liquidation 10 the extent of 8 proportionate
_ . .9- .
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hare of the benefit which may sccrue 10 the Company solely 2s & 1esult of the defeose
undcrizken by the Reinsurer. . .

Article X1X Cancellation

This Agreement may be immediztely cancelled on wiinen notice by tither party ifs °

A). The performance in whole of in pant of this Agecment is prohibited of rendered
impossitie de jure or de facto, in particular, and witbout prejudice 10 the geperality of
the preceding words, in consequence of any lsw of regulation which is o shall be in
force in any country of territory, o1 if aoy Jaw or regulation shall directly or indirectly
prevest the psyment of any or all of the sums duc 1o o1 from cither party;

B) Th: otber party has become insolvent of unsble to pay its debis or has Jost the whole
. _ormypan‘ofi_u capital; .

C) There is any moaterial change in ownership or control of the other party;

'D) The country or tersitory in which the other pany resides o1 has its headquariers or is
incorporeted is involved in armed hostilitics with any other country, whether war is
declwred or not, or is panily of wholly occupied by enother power; of

- E) The othet pany fails to comply with any of the terms and conditions of this
Agreement. '

This Agreemint mey be ceocelled by the Company #1 any time on 90 days wrinen notice 10
the Reinsurer, )

Writien potices under this anicle shall be sent by Telex, facsimile or 1egisicied mail and shall
be deemed reccived when sent or, where communicatigns berween the panies are interrupted,
upon the stiempt 1o send, Al outstanding lossce and other weserves, if any, for business
covesed by this Agreement shall be commuted as of the date of cancellation upon peyment 1o
" the Company of the amount equal 10 the credit belance of the Experience Account as of the

dee of cancellation. Payment and acceprance of that amoun shall constitute 8 full and final
mutual release of all lisbilities of the panies undes this Agreement. '
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IN WITNESS WHEREOF, the parties hereto heve ceused this Agreement 10 be :_:'x:'cutcd in

duplicate, _
mi’ ;n b d‘y of' s fut.e ) _’200‘.

COLOGNE REINSURANCE COMPANY (DUBLIN) LIMITED
y _

3 .
d b, vea

jobn Bouldsworth
Attest® Chicf Execotive Offie=s

Landtbis ~ " dsyof ... .2001.

NATIONAL UNION FIRE INSURANCE COMPANY OF I:ITTSBU'RGH

Alest:

-
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AIG - MRG REQUEST
OCTOBER 31, 2000

Proposal: GCR transfer $200m - $500m of reserves to AIG for a six to nine month

-period.
Need: ‘Unclear at this time. Speculation Is that this is in response to analysts’
negative reaction to AlGs reserve reductions at Q3. Chris Milton’s
description of his conversation with MRG did not add much to our

knowledge. MRG indicated it would be desirable to use Ionger tailed
lines to minimize the admlmstratron.

.Tlmeframe: ~ By year-end.

REF Thoughts: '

> Due difigence Is Important make certain we do not create (reporting) problems
of our own &

N Funds withheld, don’t want to convert any mvestments
. » Needto lnvolve“ at a minimum
~ JPB Thoughts:-
- »  Big numbers, may be a problem to find $500m
»  Finpds withiaeje]-, ' -
» May Bé best io stay away from the US companies to avoid large fluctuations in
' our reported  reserves. Use non-US entities. KR Dublin? ,
P Any way to glve the film finance reserves to AIG on a permanent basis?
» Tax planning opportunities regarding CLR Umcover reserves?
» At reserves?
) 4

SuggestedSEIIIINNEED 2< 2 good resource _ '
| qhd | discussed this opportunlty this aflemoon. He suggested | confirm fout points with Chris:

ey indifferent to using reserves retated to AIG business or general purpose reserves™?

. [Chris thought R would be betler using "general purpose reserves®. He thought a8 commutation
would be problematic, but did not know for ceriain.)

2. How much do they really need? [As much as we can put together up to 850001]

3. Any problem with 8 no funds deal? [Funds withheld is not an issue. They only want reserve
impact]

4. Any issves with eurrency of original country? [They are indrﬂerenl regarding the country or
currency of origin]

During the conversaﬁon, Chris sald:

o MRG called earlier for a stztus report.

e  Chris confirmed that this is to address the criticism they received from the analysts,
¢  Chris is also fine with finte reserves and mentioned that he and MRG discussed the idea of using

GR1_012622n
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— e To: Cm'hon@woridnei aft.nel '

‘ RN@GR o
1111712000 06:19 PM Sub;ea.p,qe?je @GRN. . .

Chiris, below Is a very general cvenview of the structure we propose. Please treal this as a d’ scussion
draft. There will I'kely be changes as we conbnue o vel the strudur!.

-

Al this point, the structure appears to meel your needs with a mInlmum amount of I’ncbonal cost One
area we aré continuing 1o investigate is the polential for unforeseen taxes.

As 1 mentioned this shernoon, Ron's discussions with MRG' eclabﬁshed the fotlowmg pomts:

s The Dublin structure outfined below appears workable,

e You maywzni to divide the transaction inte two parts - one for 2000 and one for 2001.

® Thefee o GCR will'be 1% or $5m. )

* Wenegedlo work oul 2 mec.hamsm for GCR 1o recover the 2% fee advanoed to AIG under lha
agreement.

L]

You, How:e Srmth — and 1 have been appointed to wor‘k out the delalls.

Iy .
A pom'l ‘Lhat may not'be gulﬁcuen!}y dear in the d:scuesion-documer'ﬁxs lhe,jef’m ol O reement. n. |
acchidznce with our-conversatons, 'we anticipate lerrnlnatmg the agreemen\ a\ 24 months via e )
oommugaho_n: 2 Ay

1'\!.‘"- 1- . .t . B

‘
: -'°:'\. ;“""' "-'°

-and ) have 24:00p: rn cppblntmenl with. you on Mb‘;\day. We! gnrpt‘;ld I'ke 10 conducl the meeﬂng via
conference cak That way we can involve other Stamford ‘resources ‘as needed.

i’a ras,

va' . Pre;ecukdoe

- u - * «r . - - '] - .
> -\ l‘ St oF -"i:" J.L ,"~ L AP vt :&‘.l‘." b e b S e, TWT rooGers T . .
. o PO - T LAY NS T L S BRIy TN Foes T = e 11 S L SRS
%’ ’ 3\- VT L ‘1,' }rik{'t IR '.% s i ! o ﬁ. Y .':}3.\' A ¥epr WA el *
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Reinsused:
Type: =

Term:’
Tenitory;

Business '
Covered:

L-lmlt: .

Relnsurance
Premlum:

Reporting and
Accounts:

Draft for Discussion Purposes

Cologne Reinsurance Company {Dublin} Limited

Loss po;ﬂeﬁo.hansfer Agreement o '
. . - T

Conimuous commencmg 12:01a.m,, Central European T'me. 11272000, unﬂl -

all lisbility hereunder has been d‘scharged. ) :

As delailed under the aﬂached schedule of nﬁginal Reinsurance conbracts.

Ongmal Reinsurance Cont:ads or other evndences of i Tab‘my (whelhet wnﬂel‘l

ot oral). heretofore issued covenng In resped ef business wntten as detailed
under the attached schedule.

The Re'insured obl‘gaies Risell 1o cede to the Relnsurer and the Reinsurer e

obligstes Reelf to sccepl as reinsurance from the Reinsured a 100% Iniereslli'l
" the Net'Retzined I|.=b'lity of the Reinsured in respect-of the Business covered.

subject hewever 1o an overal Timit of T I'ab'nty {o the Reinsurer equal to USD
600m. .

A reingurance premium of USD SDO 000 '000 ofwhlch 98% shall be letamed L
within an expeﬁence account by the' Relnsured.

Within 20 dzys of the end of each calendar year, the Reinsured shal prepare
an accoun for the Relnsurer shownng:

) Outstanding reserves, including a!located loss ad]uslmenl expenses lt
the beginning of the year, plus-
B) . The sum of reserves inchdi ng allocated loss adjustment expensu
mereased or established during the year, minus . .
C) Claims and aflocated loss adjustment expenses palcl during the year.
equab

D) Outstanding reserves, induding sflocated loss ad]ustmenl expenses al
: the end of the year.

The Relnsurer shall upon receipt of the account, authorise the Reinsured to

draw payment from the experience accounl for the balsnce due inrespectof
claims pnld during the year. In the event that the batance within the experience
account is |nsufﬁuent lo salisfy the obligation of the Relnsurer, then paymerl

. shalibe made within 80 days by the Relnsures of lhe smourd owed in exeess of
‘the balance in the experience account,

L WordU/Contract/Drafl Cnnuad!Frojec!A;doc -
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- Draft for DISCUSSIOT\ Purposes = .
Definitions -A) The term 'U'Ihmate Net Loss® as used ln this Agreement shal be
i understcod 16 mean’ the sum sctuafly paid of paystble - by the
Reinsured in seﬂlemem of losses for'which Rt is fizble, such losses to
mdude expenses of msgalion and any and afl other loss Expenses of
the Reinsured except for- ofﬁce expenses and salades of the
) Reinsuted’s offictals.”. Any salvaget and ' récoveries, Including
: C recoveries under zny reinsurances which inure to thé benefit of this
. Agreement; whether collected or-not, are 10-be first dedicted from such
. ) " . loss to amive al the arnoun’. of |'.=b'my, # any, ettaching hereundef
Noth?ng in this deﬁnﬁion shall be uohslmed 3% me,aning Iﬁat losses are

not recover-ble h;-.reundgr until l.ha Uttimate Net Loss to the Relnsured
has been finafly’ asc.eriained.
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R whan Lty B2 R R T oett.
-gl'cq_nh'aég of i'einsyrance or ':ehocgssicu\ :
. ) _ . authorised by 'Lhe Remsuted to ‘Original Reassured‘s under ‘the same

Reinsurance Form covering the same liab'my (whether Issued In one
v o ' ] . ‘ Iayernor-monalhan.nne layer),..
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- o ) E) The Ierm ‘Reinsufance Form' as used herein shall be undersiood to
B : . mean the type of Liability leinsurance aﬂorded. .

E;:cluslons: As conlzined in the Reinsured's Origmal Rbinsurance without add’honal
’ 'ﬁmrtabons heseunder,
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' Experience

Account:

-

Cancetlation:

Draft for Discussion Purposes L

Atincepticn, the Remsur-ed shall estzblish a funds withheld experience account
into which shall initizlly be placed the withheld portion of the ‘reinsurance
premium and from which the Reinsured shall make clzim payments hereunder.

Annu.uny the Reinsured Shun prepare a stalus reporl on the expeﬁence accourt.

showingr
Credit items
A) Ciedt batance broughl forward from the previous statement

ﬁ) . Wihheld premiums equal to 98% of reinsurance ptemiurhs dua.. .

* C) Interest on the posiﬁve balance within the account calculated al a rate

of 3% per annum on the beginning balance brought forward from the
‘previous stalement :

Debit ems S o

A ‘Clalms pasd duﬁng the ye-r.

- B) | Any sememenls made as commulation of claims, Ioss adjuslmeli’

. expenses of othes fizbilifes hereunder.

" This Agreemenl m'ay be cancelled by the parties hereto: -

1) R Immed'ately by giving the other “party nollca.

A) i the performance of the Whole of any parl of thxs Agreemel‘i

be prohibited or rendéied lmpossTble de jure or de faclo In
particular and withoul prejudice fo the generafity of the
p;ececrng words In_consequence of any law or regulation
which Is of shall be In force in any country or 1erﬁlory, ot any
law or regulation shal prevent direclly or indi rediy the

remittance of any or ak or any part oi the balance of payments
due lo of from ehher party.

B) if the other party has become In_s.oh'rent of unable 1o pay s
debts or has lost the whole or any pan of ks capital

C) If there Is any maienal change In ihe ownership or control of
the other party.

D)  .lthe country or temitory in which the other party resides ot has
. s head office or is Incorporated shall be involved in anmed
hostilities with any other country whether war be declared or

. not or Is parlly or wholly occupied by another powef.
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Administration
Foe:

Genoral
Conditiona:

Wo}ding:

‘Word/U/Contract/Drah Contrac/Project A.doc”

Draft for Discussion Purposes

E) l{ the other party shall have fafled to comply wnth any of the

terms and condition so th!s Agreement.

AN nolices of 1e'rrnir.al'|o'n wh‘nch the Be'insured shall have the right to issue In

accordance with any of the provisions of this paragraph shafl be by Telex,

Facsimile or Registered Mafl and shall be deemed to be served upon dispatch,

of, where communicsfions between the parﬁes are intén'upled upon attempted
dispatch. : : :

2 By the Relnsured ghnng 890 days nolice al any fime in thng of s

intention fo cancel this Agreemerﬂ.

All outstanding Iésse_s and other reserves, ¥ any; for business covered under
this Agreement, shall be commuted on the date of cancellation upon payment’
io the Reinsured of the amount equal to the credit balance under the

experience sccount st the date of cancellafion.. Such payment shall consiitute
full and final relezse of SN TEbIRIes of the Re'lnsure‘r.u'ndet this agreement.

TBA paysble on TBA and annually on 1® January thereafier untl termination,

Cunency Conversson. Al balances shall be converled 1o USD at the rate ol
exchange vsed in the Relnsurer’s books,
Oftsel Clause

Emors and Omlssions Clauu

. Access lo Records Clause

Insolvency Clause

. Arbliration Clause (English law).,

Inspection of Records: The Reinsured retains the right fo proted! the

- confidentizlity of the underlying reinsurance covers and reserves the right fo

inspection of records. However inspection by an independent third party as
approved by the Reinsured will be arranged X requested.

Change in underlying reineurance contracts: The Reinsured retains the Aght o
manage the run off of the underlying relnsurance contracts without detailed

disclosure fo the Reinsurer, The Reinsured will however act in good fa!fh af alf ‘
times.

Ulimate netloss dauSe. This reinsurance shall have the benefil of all

underlying reinsurances lnuring to the beneﬁl of the undertying relnsur.ance
conlral:ls.

To be agreed,
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. Draftfor Discussion Purposes

Relnzurer:

Ref; _° By

Dated:

Placement Ag&od
..Reinsured: Cologne Relnsurance Company (Dublin) Limited

] Reé. : By:

. Daieﬂ:
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~Draft for Discussion Purposes.
'-Appendis A:

Sche_dule' of undetlying rei_nsurénce contracts

Contract - | Country of Origin Cunent reserves in USD

Contract A . USA
Conhact B

254,000,000

63,243,000

- 69,323:000

25 734 00~ :
X e(m. T
60416 on-

& -
e . N .
. 3. - 1
. .s\"‘- ” -' . '}‘I\
& LN i .
1 * . » “'.j_'
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L N TOZFGRN@GRN John B.
: Idsworh/CRD/CologneRe/GRN@GRN, -
120712000 11:59 AM ks oVeRD/Cologre @c

SR /'GRC/GRN@GRN .
ce: Ronald E. Ferguso/GRN@CRN, SRN@GRN, -
' GRC/GRN@GRN, GRN@GRN
: T * Subject AIG Projedt .

Chis called this morning to say they wcnt to proceed as outlined in John's slip and in accordance With
REF's conversation with MRG. Two instzliments, $250m each, one for ‘00, the other in '01.

* We need to gei together to discuss next steps. - locks to be ava‘!able tomorrow arnund 8:00. Chrh.
John, how does that took for you.

 GR1_0126257




PATIEEN " To: Rontld E ForgusoWGRN@GRN .

U o R GRC/GRN@GRN, GRN@CRN, (D
11/0772000 07:24 AM GRN@GRN#M
A RC/GRN@GRN, GRN@GRN -

Subject: Re: MRG Request 10731400 - Updarc R

Understood.

WP and 1 met wits [y ans QIR 1o move the process forward. Wl is working to identify rescrves that may
be most stiractive Fom ow szndpoint. (I bas egrecd to be owr Group Finance point person. We are pushing to
meet Chris' commitment 10 MRG that we will kave general ideas by the end of the week. The next step will be b0
meet with AlG representafives to discuss the. details of the structures. To fashion s fina) schution we peed a bettex

undesstanding of the impact they are secking znd the financial costs they are prepared to bear (aside from the cost of
our product). . : ; o -
Ronald B. Ferguson . - .

Ronsdd E Pergusen ﬁ:?@ocnﬂ L. . o

) T e GRCGRN@GRN, (el craGrN,
110772000 07:08 AM _ GRN@GRN, Lee R Steencc/GRN@GRN, Taf
: QPER/GRC/GRNE@GRN, GRN@GRN *
Subject: Re: MRG Requess 10731700 - Updue) :

Please keep e posted,

_Pleasc do not mzke any pricin,% commitmeénts or even pricing ruggestions without talking to me.

- ref . :
O T Ronsld E Faguson/ GRN@GRN GRN@GRN, - .
11/06/00 10:09 AM QIR GRNECRN, GRC/GRN@GRN

oc: SuBEER 'GRN @GRN, JAE ' GRN@GRN, o
JE' GR C/CRN@GRN : : @c

Subject: MRG Request 103100 - Update

1 spoke with Chris Friday cvening. The dcal has changed s Bittle. Instead of a 6 to 9 month duration, they are.
1ceking & 24 mopth term with & declining balunce, We do pot have any details regar
AJQ is secking, oo . '

ding the "amortization® schu_!nle
W 204 ) met wits (D this morping and will bopefully meet with @y later today. .

——— Forwarded by (NSEEIIRGRC/GRN on 11/06/2000 09:58 AM —

4y To: Roneld E. F erguson/GRN@GRN, RN@GRN,—
1120172000 05:02 PM -’GRN@GRN.gRN@Gm _ _

GR1_0126378.
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AlG'S THIRD QUARTER 2000 lNCO?.‘IE EXCLUDING REALIZED CAPITAL GAINS {(LOSSES) ROSE 14.6 PERCENT TO $1.41
_BILLIOMW

<< Back

NEW YORK, NY, October 26, 2000 - American International Group, Inc. {AIG) today reported that Its income excluding net realized capital

geins {losses) increased 14.6 percent to $1.41 billion In the third quarter end 14.4 percent to $4.21 billion fer the first nine months of
2000, ‘

Net income for the third quarter of 2000, Including net realized capital gains {losses), Increased 9.3 percent to $1.39 billion, compared to
$1.27 billion In the third quarier of 1609, For the first nine months of 2000, net income toteled $4.14 bilion, an increase of 10.6 percent,

compared to $3.74 billion in the same period of 1999, Foliowing Is @ summary table of third quarter and nine mon;hs information {n
millions, except per share amounts). '

THIRD QUARTIR NINE MONTHS
Metincome, asseporied  $1,3856 51,267 A 23% $4,)387 33742 10.6%
Income, o adjusied® $141386 31,2734 14.6% $4,2084 32,6801 14.4%

PER SHARE RESULTS:**

Netincoms, asteporisd  § 0508 054  1L1% $ 177 $ 1% 11N
~ Intome, es adjusied® $ 051% 053 131% $ 180 $ 157 146w
Aversgy sheres ovisiending, 23399 23513 23418 23507

*A&usied to exclude seelized :api‘l'al guns (lbnet} et of taxes. - ;
*9Share informetion se feels the theee-for-two splil in the form of & 30 pescent common slock
dividend, paid July 2%, 2000.

" income before income texes, minority interest and reallzed capital gains {losses) for the third quarter of 2000 amounted to $2.1€ bition,
&n Increase of 15.8 percent over the $1.81 billion reported in 1899, For the first nine months of 2000, income before Income taxes,
minority interest and realized copital gains (losses) incressed 14,5 percent o $6.24 bition from $5.45 blilion reported last year,

Revenues in the third quarter of 2000 rose 15.6 percent Lo $11.14 billlon from $9.64 biflion In the year-earller quarter. For the first nine N
months, revenues totzled $33.46 billion, an increase of 12.8 percent over $29.66 billion in 1999,

At September 30, 2000, A1G’s consolidated assets and shareholders' equity approximeted $255 billion and $36.5 biffion, respectively.

Commenting on the third quarter resutts, AlG Chalrman M.R. Greenberg said, "A1G ted 8 very good quarter, with Increased momentum
on the domestic commercial Insurance pricing front, strong results from our oversess peneral insurance business, dn excellent quarter for
Iife insurance, end oulstanding results in our financial services and asset management businesses.

"Worldwide general insurence net premivms written increesed 8.1 percent to $4.29 billion, our largest querterly percentage Increase of
the year, and we schieved an adjusted wnderwriting profit of $192.7 million. Dur combined ratho was 96.25, compared to 96.56 in ast
year's third guarter. General insurance opereting Income for the quarter posted 8 14.0 percent Increase over Jast year. Oversll, owr
geners! insurance business I in very stroRg shape sround the world and ouwr underwriting results continue to be satisfactory,

*1n the domestic commerciel property-casuality marketplace, we ere seeing & continustion of rate Increases for many clesses of business.
We have every reason 10 believe that this momertum will continue into future quarters, as the need for edequate pricing ks clearly
understood by all underwriting compenies. 1t bears repesting, however, thet while rates are clearly strengthening, rates had declined for
neerly a decade, &nd hence the industry needs considerable Improvement in pricing to get back to reasonsble levels. A1G remaing
extremely disciplined in underwriting selectivity, and we continue to shed of non-renew business where rates &nd underwriting conditions
are still inadequete, In this environment, AlG's Domestic Brokerage Group had 2 solid quarter.

"AlG's domestic pe}sonal lines business did reasonably well, but we are aggressively pursuing increzsed pricing in ofl of our automoblle
operations and feel confident that @ firmer market wil develop. 1n the meentime, our recently announced Privete Cliemt Group i making
good progress, 2and our direct avto business continves to expand. -

"Unlted Guaranty Corporation {VGC), AlG's-mongage guatanty insurance substdiﬁy, repor'ted outstanding results for the quarter, with 8
strong 19.5 percent gain in operating incomme.

*The Foreipn General Insurance Group had 2 good quarter, with 2 6.9 percent increase In net premiums written &nd » combined retic of
95.77. In particuler, our property-casualty business In Asla, the Unlted Ringdom and Continent2! Eurcpe continued to report good

o e S 412172005 1:03 PM
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( underwriting results. Rates are zlso Increzsing in many classes and many regions of the world.

“Trensatlzntic Holdings, Inc., whose results are reported through both AlG’s domestic and foreign general insurance segments, had
improved results in the quarter, The worldwide reinsurance market Is tightening, which should benefit future quarters’ results for
Transatlantic. Claims resulting from prior periods’ cztzstrophes are being paid currently, resulting In & reduction in cutstanding losses.

Transatiantic reported an increase in both net premiums written and operzling income in the quarter, as well 2s an inipruved combined
ratio to below 100.

*AIG's worldwide Life business was qulte strong In the third quarter, with excellent results across all of our life subsidiaries. Operating
Income Increzsed 16.3 percent to $886.6 million, including the lite cperations of SunAmerica. Results throughout Asis, as well as In the
United States, Contirental and Central Eurcpe, and the United Kingdom were very good. SunAmerica ftself had an excellent quarter in
both Its life 2nd ssset management business segments. Earlier in the year, we announced that AlG member company Americon
International Assurence Company (Bermuda), Ltd. had received & ficense from the government of Vietnam to operate a wholly owned Ife
company there. We commenced recruiting agents some months ago, and ALA Vietnam Is now officially opened end doing business.

*Recently, A1G and the Tete Group filed épplir.ations with the Indien Insurance Regulatory Development Authority to establish joink
venture generel ang life insurance companies in India, and we expect to begin operations there early next year.

*The poor underwriting environment that existed for 8 number of yeers in the non- Iife sector in meny perts of the world, 25 well &5 the
fzllure to meet investment guarantees to policyhoiders in the life sector, must lead to a continuing consolidation In the industry. We view
this 25 &n opportunity glven our strong financisl position and global network, AlG s well positioned to evaluate such opportunities.

*The Financial Services Group reported an ovistanding guarter, with particularly strong results from Intemstional Lezse Finanoe
Corporation and A1G Financlal Products Corp. Overall operating income rose 23.3 percent to $308.4 million, AlG Trading Group Inc.

reported a profiteble quarter, though moderztely lower than last year, The Consumer Finance Group did very well in the querter, and ks
credht card operstions In Aslan markets continue to gain share.

"The Asset Management Group 2Iso continued Rs strong growth and performance, including the asset management ‘bberal‘-ons_d'
SunAmerica. Operating income for the Group rose 27.0 percent to $110.2 milllon,®

GENERAL INSURANCE

Generel insurance pretex income before rezlized czpital gains for the third quarter of 2000 was $868.3 milllion, 14.0 percent sbove the

$761.4 milion last year. For the first nine months of 2000, general insurence pretax income before realized capltal gains was $2.63 billion,
an Increase of 8.9 percent, compared to $2.42 bilfien In 1999,

Worldwide general insurence net prermfums written In the third quarter of 2000 smounted to $4.29 bifion, B.1 percent ehead of the $3.97

billion In 1299, For the first nine months of 2000, peneral insurance net premiums written were $13.02 bifllon, &n increase of 6.6 percent,
compared to $12.22 bitfion last year. :

General Insurence net investrment Income rose 6.9 percent to $675.6 million In the third quarter and 6.5 percent to $2.00 bifion In the
nine months of 2000.

UFE INSURANCE

AIG's worldwide life insurance operations reported third quarter 2000 pretax Income before rezhzed cépllal losses of $886.6 million, bn
increese of 16.3 percent, compared to $762.5 millon n 1989, For the first nine months of 2000, Iife Insurance pretax income before
rezlized capital losses increased 18.0 percent to $2.59 billion, compered to $2.20 biflion Iast year.

Life Insurance premium income Increzsed 18.5 percent in the third quarter to $3.28 billlon from $2.77 billon In 1999, For the first nine
menths, premivm income amounted to $9.94 billion, @ gain of 15.3 percent, compared to $8.62 billion in 1999.

Life Insurance net Investrment income rose 17.3 percent 1o $1.77 billion in the third quarter of 2000, tomparéd to $1.51 bihon for the

same period last year. For the first nine months, net investment income amounted to $5.18 bilion, an Increase of 14.0 percent, compared
to $4.55 bilion In 1999,

FINANCIAL SERVICES

Finencle) services pretax operating Inceme during the third quarter of 2000 increesed 23.3 percent to $308.4 mitfion, compared to $250.2

miilion In 3999. For the first nine months of 2000, financial services operating Income was $893.8 milfion, an 18.2 percent increase,
compared to $755.8 million In 1999.

ASSET MANAGEMENT
Asset management pretax operating income during the third quarter of 2000 amounted to $110.2 million, an increzse of 27.0 percent,

tompared to $86.8 million in 3999, For the first nine months of 2000, pretax operating income increased 47.1 percent to $320.5 million,

compared to $217.9 million in 1999, At September 30, 2000, third party essets under mansgement, including rewall mutuel funds and
institutional accounts, totzled approximately $36 bilion.
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‘ AIG is the leading U.5.-bzsed international insurence and financial services organization and the largest underwriter of commercial 2nd
industrial insurance in the United States, Jts member companies write 3 wide range of commerclal and personal insurance products
through & variety of distribution channels In approximately 130 countries and jurisdictions throughout the world. AIG"s global businesses
ztso include financial services and esset management, including aircraft leasing, financial products, treding and market making, consumer
finance, institutional, retall and direct investment fund zzset management, real estate Investment management, and retirement savings

products. American International Group, Inc.'s cormmon stock is listed on the New York Stock Exchange, as well as the stock exchanpes in
London, Parls, Switzerland and Tokye.

[ KX
Caution concerning forwerd-looking stzatements

This press release may contzin forward-looking statements. Plezse refer to A1G's Annual Report on Form 10-X for th_é year ended
December 31, 1999 for & description of the business environment in which AIG cperates and the Important factors that may affect Its
business. AIG is not under any obligation to {(end expressly disclaims any such obligations to) vpdate or aiter ks forward-looking
statements whether as 8 resuit of new information, future events or otherwise,

American International Group, Ine.
Financial Highlighis
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Supplementary Data
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