J07:30am EDT 27-Oct-00 Wasserstein Perella

(Kenneth 8. Zuckerberg ~212.503.218)
Nasserstein: AIG Anocther On-Target Qtzr;

Pricing Trende Remain Positive
hnother On-Target Qtr; Pricing Trends Remain Positive
ZCMPANY: American

Internaticnal Group
RATING : Buy

ANALYST: (Kenneth §. Zuckerberg 212.903.2189) PRICE: 5$53.31 EXCH: NYSE
S PS : --- FULL YEAR ($US) --== =--ceccono- PRICE -«--- ---SHARES (Thend'g)---
FY: Dec. Curr., ° Priorx P/E 12 Mo Tgt : $100 Mkt Cap: $215,909, 635
~~~~~~ 1299 FC ‘"2?13&4‘"MM*““*““"T”'““”"52'Wk"HighT“‘““$99:91“”Sh18“0ut? 2,313,834
2000 WP ' 2.45e 38.09x 52 Wk Low : $£52.38 Dly Vol : 3,261
‘ FC 2.45e 3Y¥r Growth: 15.00% Div/Yld : $0.15/0.24%
2001 WP 2.80e 33.33x YTD Perf : 29.45% LTD/CAP : 46.77%
FC 2.80e ‘ Book Value: $15.04
2002 WP : Px/Bock :  6.20x
FC 3.10e
‘ ’ ag of: 10/27/2000 06:48 EDT
2P8 1 --- 18t QTR ~=- --- 2nd QTR ---  -v= 37d QTR =-e . o- 4th QTR ----
Curr. Prior Curr. Priox Curr. Prior Curr. Prior
L299 0.50a 0.54a 0.53a 0.56a
2000 0.5Ba ‘ 0.61a " 0.61a C.€4e
2001 ' .
2002 .
?ooinote: Earnings have been sdjusted for the July 31, 2000 3 For 2 stock
split, ’ : : . -

ivent: AIG reported en-target 3Q00 EPS of $0.61, up 15% from 3Q99.

tecommend: Maintain pesitions, consider accumulating on weakness,

wmalysis: Executive Summary on 3Q00 EPS:

1IG reported on target operating EPS of $0.61 in 3000 ve. $0.53 in 3099 or 15%
jrowth. Relative to our model, pretax

earninge were higher in the P&C and Life
iegments, partially offset by lewer-than-expected growth in the Financial
jexrvices and Asset Management segments, though growth in both FS and AM were
louble digit. : |

‘n ite press release, CEO Hank Creenberg was very positive on P&C pricing,

'‘iting continued improvement in domestic commercial and reinsurance. VERY

‘MPORTANTLY, HE CONFIRMED THAT AIG IS SEEING RATE INCREASES ARE OCCURING IN
MANY CLASSES AND REGIONS OF THE WORLD.®

n the P&C segment, net premiums earned (NPE) growth of 13% were above target
nd underwriting results were more favor

able than we had expected. The
:ombined ratio came 'in at 96.25% vs. our 96.40% projection, and improved
‘elative to 3Q99 by 16 basis peoints. -

- FIRST CALL --
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The only wrinkle-in P&C was that there was a negative $59 million change in

lcss reserves which equates.to 1.4% of NPE. While a decrease in reserves often
raises a red flag, the chaznge .resulted from higher paid claims from past
reriods (which lowers the absolute level of cutstanding loss reserves) rather
than a "take-down" of loss reserves.

We believe that the downward pPressure on the stock.
on the rumor, sell on the rewe" mentality vis-a-vis
pricing; 2) concerns sbout the ne
perkheps the lower-than-expected r

is the result of: 1) a "buy

the improvement 'in domestic
sative change in P&C lose reserves; and.3)

esults in the FS and AM segments.

Oux- full yea:nzﬁs.estimates_ot-szﬁqs-andm$zwao.a:emunchangedvun_u—;;u-

Valuation: AIG sharee continue to trade at a premium valuation of 36x
projected 2001 EPS of $2.80. Given the limited upside relative to our price
target, we would accumulate shares principally on weakness.

Upcoming Events: None.

First Call Corporation,. a

N cocmpany.
All rights reserved. 888.558.2500

-> End of Note <=

-~ FIRST CALL --
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life insursnce segment was considerad
believe general insurznce (
well.

ly stronger than we anticipated and we
property-casualty) coculd surprise on the uvpside as

American Intermational Group earned $0.61 per share in the third quarter, up

from $0.53 reported last year znd spot-cn with the consensus expectation.

However, investcrs were clearly un-nerved by the net reductionm in property-
casualty loss reserves during the quarter, amcunting to $58.9 million that the
stock market assumed was a recerve release

that allowed the company to achieve
its earnings target, -

Put simply, the reduction is reserves caused some

investors to challenge the
quality of the company's earnings.

Incoxrectly, in our view.
_Essehtially, all of the reserve take-down re
reserves on the bocks of Transatlantic Holdings (TRH, rated Attractive) that
vere paid down during the third quarter. These reserves were attributed to

catastrophe losses incurred previcus to the third quarter. In addition, 218t -
Century Insurance (TW, not rated) also had a net reduction in reserves.

Presented catastrophe reinsurance

Another factor that clouds the reserve iessue isg that most of American
Internaticnal Group's strongest growth came in 1ines where the reserving tail
is rather short (personal auto and mortgage guaranty}. This, coupled with the
centinued payments on reserves built relatively recently results in the net
reduction in reserves. K

Investors alsc sppeared t¢ react negatively to cne comment in the press release

attributed to the CEQ, that, in view of the poor underwriting environment, AIG
staride ready to be a consolidator in the industry. Our interpretation of this
remark is that the company agrees with ocur view that the industry's health ia
far weaker than is widely believed, and that this will create opportunities for
strong companies such as AIG to buy companiee or blocks of business on an
opportunistic baeis. Expanding on this, the company notes that the industry
probleme are not limited to the domestic property-casualty market, but alseo

involve overseas markets including the London non-Life sector and the Asian
- 1ife insurance markets. '

Recently, the Jspanese life insurance industry lost its second major player in
two weeks to the bankruptcy courts. What was interesting about the second
svent was that an official indicated his company's downfall was hastened by the
publicized difficulties of other companiea that in turan is causing weakexr
companies to lose new sales and to experience a rieing rate of cancellations
snd surrenders. Thus, we might conclude that the Japanese life insurance
industry is experiencing a run on the bank that is allowing the strong
companiee such as triple-A rated American Inte

rnational Group to experience the
senefits of a flight to cuality.
#ith respect to each of American International CGroup's segments8, our reactions
are as follows:

** General Insurance (Property-casualty). Impressed by sequential increase in
jrowth rate of domestic brokerage premiums. Company indicates it is getting

;rice increases that are being offeset somewhat by a continued paring back of
mattractive accounts.

Combined ratio was nearly unchanged from Year-ago
levels, although the perscnal lines was elevated above 100%,.

-= FIRST CALL --
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{excluding Transatlantic and 21st Century) grew 7.7%, up from 6.7% last
guarter. . International

premium growth was slightly lower at 6.9%, in line
with last year. -

AlG's life insurance business showed an acceleration in premium growth. On a
GAAP (reported) basis, international premiums rose 17.6%, above our long-term
15% growth assumption. Domestic premiums rose 27.4%. Including producte
treated as deposits, domestic premiums would have grown 26.3% and _
interrational premiums would have grown 17.7%. In general, foreign life
insurance growth is accelerating while domestic premiums are, as expected,
slowing dcwn as the bazse of business continues to build. Our 2001 assumption
for domestic premium growth is 20%. _ : :

Life insurance earnirge, which rose 16.3%, were at a lower run rate than the
recent 17%+ primaril

Y because internaticnal life insurance earnings growth
slowed down to 15.2%, This is in line with our estimates for 2001.
Sunkmerica's sales rose a very impressive 47.4%. However, its operating
earninge rose 18.1%

as compared to 21% last quarter. SunAmerica's earnings

tend to be lumpy due to the timing of gains recognized in its alternative
investment portfolie.

Sunhmerica's earnings are included both in the life
segment and under Asset Management; Asset Management earnings increased 27.0%&
to $110.2 millicn and

appear on track to range from $420-450 million for the
year (we estimate to reach 5.2% of AIG's total earnings, up from 4.2% a yeax
ago). _ v '
- Underwriting

was generally good. AIG reported a 95.3t_combihed ratie,

excellent as usual and in line with its recent trends. Personal lines were a
drag on results this quarter,

coming in at 101.3% mostly as a result of 21st
Century's 105.8% combined ratic. Because 21st Century is around one-third of
AlG's perscnal lines business, by interpolation appears that AIG Direct ia
writing personal lines at a very acceptable 29% combined ratio. Personal
lines are just under 15% of Al

G's nonlife business mix. Overcoming the
perscnal linee drag thime . quarter,

‘the foreign general combined ratio came in
at 25.77% and domestic brokerage w

rote at a 98.56% combined ratio, consistent
with the quarter's very light levels of catastrophe lcosses,

Reserves -- we're not concerned. The market was disturbed by AIG's net
resexrve decrease of $59 million,

$43 million of which related to itse
Transatlantic Holdings reinsurance subsidiary. Pass the popcorn, we've seen
this movie before .

+ . to us thie locks like a classic buying cpportunity.
AIG hae reduced reserves twice recently

-~ in the second and fourth quarters
of 1999 -- and the market reacted badly then as well. AIG bounced back in
>oth casee because 1) like today, the explanation foxr the reserve decline was
reasonable and 2) more important,

no "other shoe® ever dropped. We don't
>elieve another shoe will arop this time either.

te do care a lot about reserves, and if we saw a steady trend of unexplained
releases during a pericd of premium growth, we'd definitely be concerned. But
:hat's not the case here. : '

- First, the number we are talking about is small -- 0.2% of AIG's reserves -
- and represent8 only a single guarter's dats point, not a trend.

- In general, we think it's dan

gexrous to draw sweeping conclueions from one
[parter's reserve data, g

iven the many complex factors that drive this
| - FIRST caLL --
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. "+ TELEPHONE: (441) 285'5338
WESTGENS WESTERN GENERAL INSURANCE LTD. YELECOPIER! 441) 222-168
11 P.O. BOX KM 2442, HAMILTON HM JX, BERMUDA E- MALweslemeu:ll
IN\\
.B)' Air Courfer - /(l/é"’-" %_,_ /j—:_.;— /ﬁL
RKeif = "
. @ "“/ Junc 20, 2000
Mr.
American Internafional Group, Inc.
70 Pmc Street L
39* Floor .
New York, N.Y. 10270 .
Dear gy

+ Rez”  Transfer of refnsuranee -

Capco Re (Barbados) 1o Westgcn ('.Bermuda)
* Effective April 28,2000 -
Our policy nos. 1310-93 and 94
AIGRM Slop Loss .
Enclosed henwuh are three (3) opgmals of lhc Nova!ion‘Agreerhent on the sbove
captioned transfer of reinsurance.

. Please arrange. for the signing of all ongmals by the Insured entities and fhea
forward all sets'to

t MIMS Intematipnal (Barbados) for execution on bebalf” )
of Capco Re. Upon completion, \n!l then return a fully execu‘led copy to both,

yourself and Westgen,
Many thanks for )'rour assistance with lbis metier, C ‘
Prcsident & Managing Dnecicr
Ce: O ¢y )

SWAN BURDING, 26 VICTORIA STREFT MHaun Tron Hu 1.
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. From: F
-Senty vesday, Augusl 08, 2000 2:52 PM -
To: N
Cc:

Subject: " CAPCO Reinsurznce Company Ld,

I mel with _(Umansky's group) last week, AIG Czpital Co
sriicipale In this'deal, AIRCO is the

The purpose of he CAPCO struclure Is 1o transfer UMW losses {zpprox.
primzily, 1o Capital losses over the next 34 years.

AIGCC would get a $19 Mifion caphal cth‘bu'lion. Lend the mon
proceeds 1o purchase Common Stock of CAPCO. AIGCC

rp. has been proposed as the oni-shore company o
other company. fJilNad 101d me you weie famniar with the deal bul not thal AIGCC
has enlered into Ihe picture, ' . '

$200 MM) on suto warrenty business fiom NUR,
AIGCC's porfion would be a $19 Wiflion loen, spl equally lo tree -
hand-picked Investors (by AIG Privale Bank), .

ey (via AIGPB) to the 3 Invesiors who musl uze the loan

gels 2 secured Inferesied In the Common Stock (from the
inveslors, bul hes no direct ownership In CAPCO), The 3 loans mature June 30, 2005 & inlerest rale Is 6% compounded
annually. Al paymenis of P&1 are balloons, al malurily. -

The $18 Mifion loans wil, in =R probabifty,

wil be completely unwound in 34 years), Assuming full wilte down, AIGCC

blome worlhless at some time In the future (it Is anticlpated thel the stmdu"' .

would end up with negafive retened eam
Total czpital structre would still be positive because of the offsetling capltal

‘The negelive 1etained eamings is nol the major lssue it would be with an audiled company,
Shce,ll would hzve 1o book this as an am's length rdnsactlion,
. would reserve zgsinst i In the financisis). Thus, for tax purpos

injecfion sbove, Since AIGCC i uneudit

fhe interest inccme will need fo be accrued (even thoughl - -

es, taxes will have 1o be paid enfivally on the interest -
Income, 1 can only tzke the tax wille-off when the loan + inlere
. -]

sl defaulls are deermned worlh)
 slstules dont 2low wille-offs without 100% pioo! (there mus!

be no doubt or posshbfity,
“1ecovery), :

ess Tor 1ax plrposes, The taxt

at all, &s fo possible future
Plezse let me ki:now when you ere ready fo discuss this matter,
Trackings Reciplent Delivery Read
‘ ] Defivesed: 5872000 252 PM Repd: B/82000 304 PM
O DeFvered: /82000 2:52 PM - Resd: /672000 3:00 PM
4 N
CONFIDENTIAL AIG/GEN-RE-TRANS 0012456
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Stock, no further ass

Agretment.

1

AIGT], Inc..

. . 70 Pine Street
" New York, NY 10270
Januvary 2, 2003
.clo
AIG Privatc Baok Ltd.,
Pelikanstrasse 37,
- CH-8021 Zurich

Switzerland

Re  Capco Reinsurance Company Y44,
Dear SN,

In connection with the US$6,333,334 Limited Recourse Promissory Note, dated August .
25,2000 (the “Note™), between you, as borrower (the “Booweg™), and AIGTI, Inc. (“AIGTI®,
formerly known ds AYG Capital Corp.), as holder (tbe “Holder™), and the Pledge and Secwity
Agreement, dated Avgust 25, 2000 (the “Plcd ge Agreement”), between you, as pledgor, and
AIGTI, as pledgee, pledging 6,333,334 shares of the common stock {the “Common Stock™) of
Capco Reinsurance Company, Ltd,, a Barbados corporation (“Capco”™) to AIGTT in order to
secure the obligations of the Bonower under the Note, please be advised of the following:

1. Asyou zre aware, the board of directors and shareholders of Capco voted to wind up
Capco’s a{fairs and iquidate Capco on or prior to December 31, 2002, S

2. "Al of the existing assets of Capco remaining afler commutation of Capco’s ]
reinsurance agreements and payment of other expenses were distributed to the holders of shares

of the prefemed stock (the “Preferred Stock™) of Capceo in partial satisfaction of the liquidaion
preference on the Preferred Stock. | : .

3. Upon the distribution of the assets of Capco 1o the bolders of shares of lhc-P_refézretl

ets remained for distribution to the holders of shares of the Common Stock.

4. Inlight of the por-recourse

nature of the No!e; you have no further Tiability under the
Pledge Agreement or the Note, I . '

3. AIGTL therefore, (x) cancels the Note and o) agrﬁés to terminate the Pledge

[SIGNATURE PAGE FOLLOWS)

-

CONFIDENTIAL e
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Please signify your agreement with {be foregoing by executing a copy of this letter and
Kindly returnirig it 1o me by facsimile at (i) BN Should you have any questions
1egarding thismatter, plcase do not hesitate to contact me at -)_

AGREED TO AND ACCEPTED

As of the date first written sbove, . /4 ébnu@)y 2003

By:

CONFIDENTIAL n ' AIG/IGEN-RE-TRANS 0012562



] . . AIGTI, Ine
LI 70 Pioe Street
P  New York, NY 10270

- January 2, 2003
P

. AlG Private Bank'Ltd.,

" Pelikanstrasse 37,

. CH-8021 Zurich
Switzerland

Re: . Capco Reins.ufancc Company Ltd, ' _ . . -

Dear Sir or Madam: . '

. In connection with the US$6,333,333 Iimited Recqurse Promissory Note, dated August
23, 2000 (the *Note™), between SIENNNNNED (SENEE), :s borrower (the .
“Bomrower™), and AIGTL, Inc. ('AIGTI™, formerly kniown as AIG Capital Corp.), as holder (the
"Holder"), and the Pledge and Security Agreement, dated August 25, 2000 (the *Pledgg

- Ameement™), betwec IR,

as pledgor, and AJGTI, as pledgee, pledging 6,333,333 shares of
the common stock (the “Common Stock™) of Capeo Reinsurance Company, Ltd., a Barbzdos
corporation (“*Capco™) to AIGTI in order to secure the obligations of the Borrower under the
Note, please be advised of the following: . '

| § you are aware, the board of directors and sharcholders of Capco voted 1o wind
up Capce’s affairs and liquidate Capco on or prior 1o December 31, 2002, '

2 All of the existing assets of Capco rematning afler commutation of Capco’s
Teinsurance zgreements and payment f other expeiises were distiibuted e bolders of shisres ™~ —-
of the preferred stock (the “Prefered Stock™) of Capco in partia] salisfaction of the liqijdation '
_ preference on the Preferred Stock. ' :
3. Upon the distribution of the assets of Capco to the holders of shares of the
. Preferred Stock, no further assets remained for distribution to the holders of shares of the
- Common Stock. . . -

4. In light of the non-recourse nature of the Note, SN bas no fusther liability
under the Pledge Agreement or the Note, -~

5.

AIGT], therefore, (x) cancels the Note and () agrees to lerminate the Pledge
Agreement, - :

' [SIGNATURE PAGE FOLLOWS] - -

AIG/GEN-RE-TRANS 0012583



_ Please signify SEMND =grecment with the foregoing by executing a copy of this letter
and kindly returning it 1o me by facsimile 21 (D Should you have any questions
regarding this matter, please do not hesitate to contact me at )

Very truly you

AGREED TO AND ACCEPTED 5
As of be date firstwiitien sbove, 74 (SR em e Ry O >

CONFIDENTIAL AIG/GEN-RE-TRANS 0012584



'i . . " AIGTL, Inc.

: ' . . 70 Pine Street
i\ - ' " New York, NY 10270,
| .
L . Yanvary 2, 20‘03

. <o SN
. CH-8001 Zurich
Switzerland

Re:  Cepco Reinsvrarice Company 144,

Dt.ar‘Mr. -:,

In connection with the U856,353,333 Limited Recourse Promissory Note, dated Auvgust

25,2000 (the *Note™), between you, as borrower (the “Borower™), and AIGTIL, Inc. ("AIGTT™,
- formerly known as A1G Czpital Corp.),

): a5 holder (the "Holder™), and the Pledge and Security
Agreement, dated August 25, 2000 (the

“Pledpe Agreement™), between you, as pledgor, and

shares of the common stock (the “Common Stock™} of
L1d., a Barbados corporstion ("Cepco™) to AIGTI in oider to
omower under the Note, please be sdvised of the following:

'AIGTY, as pledgee, pledging 6,333,333
Capco Reinsurance Compeny,
secure the obligations of the B

1. As you are aware, the board of directors and shareholders of C
up Cepeo’s affairs and Tiguidate Capco on or prior to December 31, 2002

2, Al of the existing assets of Czpco remaining after commutation of Csapco's
reinsurance agreements zod

p2yment of other expenses were distributed to the holders of shares’
of the prefemed stock {the “Prefened Stoc ") of Capco in partial satisfaction of the liquidation -
preference on the Prefened Stock -+ - - S g

apco voted to wind

»

_ 3. Upon the distribution of the assets of Capco to the bolders of shares of the
Preferred Stock

, 1o further assels remained for distribution to the bolders of shares of the
Common Stock. C '

4 In fight of the nom-1ecourse nzture of the Note, you have no further lizbility under
.the Pledge Agreement or the Noie, L .

3.

AIGT], therefore, (x) cancels the Note and (y) agsees to terminate the Pledge
. Agreement. '

[SIGNATURE PAGE FOLLOWS)
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" Please signify your agcemcnt with the foregoing by executing a copy of this letier and
- 'kmdly remmmg it to me by facsirile 21 QNNMJNNEMNEE. Should you have any queshons
regardmg this rgatter, please do not 'he.snatc to contact me al“

AGREED TO AND ACCEPTED

As of the Jate first wiitten zbove, -

. Very truly yo

* ]

CONFIDENTIAL
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Tuasda‘, Dei:erniil 07,1999 3:23 PM
Ce Umansky, Joseph;
ISubject.  AGG LOSS RATIO AND EXCES AGRMT

Atached is the rough basls of an agreement | was cﬁscusshg. Thanks for Your assistance.

W)
aglosaigunion.doé
'\
i
CONFIDENTIAL
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1999 AGGREGATE LOSS RATIO AGREEMENT
' betireen ,
. »
. AMERICAN INTERNATIONAL RE@S\%&NC’E COPMANY, LTD.
- (haeinafler ca]#ﬁﬁ)c "Company") :

/ and .

UNION EXCESS REINSURANCE COMPANY LTD,
: . gﬁdﬂaﬁa called the "Reinsurer™) '

-

‘1.'!#‘.“.‘19'!".#D‘Qé‘;”'#'.‘“‘!"‘Q‘Q'Q....‘,.If‘...1‘.""’.’..?*.".’.....‘
v, .

- ARTICLE]
BUSINESS COYERED .

_The Reinsurer hereby agrees to obligate itself 10 accept 100% of the liability deemed by the
Company 10 be classified as Life Jnsurance in Brazil for the calendar year 1999 in excess of the
relention. ‘ b . .

ARTICLEY]

L

TERM AND TERMINATION

This Agreement commences at 12:01 am. Esstern Standard Tim

¢, Janvary 1, 1999 2nd shall
remain in force until all liabilities of the Company are setiled, "

| ARTICLE 11}
TERRITORY,

This Agreement covers risks Originally underwritten in Brazi) as Life policies.

ARTICLELY
LIMIT AND RETENTION . .
The Rci.nsurer shall be liable for J00% of the excess Joss incuryed by the company as 8 resull
©Of an apgregate Joss ratio in excess of %. The aggregate liability of the Reinsurer
shall not exceed $35,000,000. :

ARTICLE Y
CONSIDFRATION - |
" The Comp

o any will pay, tbe Reinsurer a premium of 51,000,000 (US Dollars) prior 1o December
» 1999, o ' o ’
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_ ARTICLE V1
" : REPORTS AND ACCOUNTING

- As 'pxcx;uptly as possible afler the end of each calendar quarter, the Compny ‘shall fimisha -

report 10 the Reinsures inchuding the following:
. 1. . Subject carned premiuims, inception to date;

2. "NetJosses peid by the Company, inceplion 1o date;

3. Resesve for outstanding Josses on subject business.
Sbould the net paid losses of the Company exceed
Reinsurer will Fa
13

% of the subjcci earned prémiums, the
the limit speci

10 {he Company the smount by Which such Josses exceed % subject 1o

in Asticle IV.. The amount due shall be remitted.to the Company wiﬂ:én one
hundsed esghty (380) days following receipt of the report by the Reinsurer.

 ARTICLE VIl
CURRENCY . '

ATl premium and loss payments I’:.euundc.r shall be in Uniled States cumency, The rate of
. exchange spplied shall be that vsed by the Company in its own books of account or im
1 accordance with any subsequent adjustments thereto, . .

_ o TICLE
ACCESS TO RECORDS |

Provided thé Reinsurer’s balance with respect 10 this Agreement is cwrent in accordance with the

terms and conditions of the Agreement, or with the consent of the Compeny, the Reinsurer or its
duly appointed representatives shall have free access al 2] ressonable times to such books and*

- recoids of those Divisions, Departments and Branch Offices of the Compsany which are dizectly
involved with the subject mattes business of this Apgreemnent as sball seflect premivm and Joss
transactions of tbe Company for the purpose of obtaining any and all infornation concerning this
Agreement or the subject mattes heseod,  All non-pubhic information provided in the course of
tbe inspection shall be kept confidentia) by the Reinsurer as against third parties.

. 1

ARTICLEIX

. - . ERRORS & OMISSIONS - "

. inadvertent delay, omission or emvor shall not relicve cither party beretlo from any lizbility
which would attach to it hereundes if such delay,

, omission or ervar had not been made, provided
such delay, omission o5 ervor is rectified immediately upon discovery. :
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. A. Nt iz agreed that in the event of the fajlure of the Reinsurers hereon 10 pay 2

ARTICLE

FOLLOW THE FORTUNES

The Reinsurer's ]iabiliiy shall antach simvlianeously with thaf of the Reins*gued Company, and
shall be subject in 21l respects to 1he same risks, terms, conditions, interpretations, waivers and 10

the same modifications, alterations and cancellations, as the Tespective insurances

o .,
1einsurances) of the Reinsured Company, the {rue intent of this Agreement being that
Reinsvrer, shall, in ev

ery case to which this Agreement applies, follow the fortunes of the
Company. ) o .. :
. C ARTICLE X1
. SERVICE OF SUIT

(J;\pplica:bl.e only 1o ]ieinsurexs domiciled outside the United States of America)

amound
claimed 10 be due hereunder, the Reinsurers hereon, at the request of the Company, will submit -
1a the jurisdiction of a Court of competent jurisdiction within the United States,

s. Nothing in Ois
clsuse consttules or should be understood to constitute a waiver of Reinsurers’ nghts o

conimence sn action in any Court of competent jurisdiction in the United States, to remove

action 10 8 United States Disuict Court, or 10 seck 8 transfer of a ‘case 10 another Court a_l'
peritted hy the laws of the United States or of any state in the United States. )t 5g further -
sgreed that service of process in such suit may be made upon Mendes & Mount, 3 Park Avenve,

New York, New Yerk 10036, and that in any suit instituted against any one of them vpon this
contracd, Reinsurers will 2bide

by the final decision of such Court or of @ny Appellate Court in
the event of an appeal. B ‘ s

B. The sbove-nzmed are aumbhorized and directed to sccept :se.rvice of process on behalf of

Reinsurers in any such suit andfor upon the sequest of the Company 10 give 2 wiitten undertaking
to the Company 1hat they will enter 3 gener

appearance upon Reinswers’ bebalf in the event
such & suil shall be institsted. '

C. Further, pursvant 10 sny Statnie of any state, lermitory or district of the United States which
makes provision thaefore, Reinsurers hereom hereby designate the . Superintendent,
Commissioner o1 Director of lnsurence or other officer specified for that purpose in the statute,
or his successor or successors in office, as their troe 2nd Jawfu) attomey vpon whom may be
served any lawful process in any action, suit or proceeding instituted by or on' bebalf of e
Company or any beneficiary hereundes arising out of this contract of reinsurance, and here
designate the above-nam

Mendes & Mount as the person 10 whom the sayd officer
authorized to mai] such process or a true copy thereof. .

* CONFIDENTIAL



' ARTICLE
INSOLVENCY -

Inthe-event of he insclVency of the Company, this reinsurance shall be payable directly 1o the
Company, or 1o its Yquidator, 1eceiver, conservator or statulory successor on the basis -of the
lisbility of the Company without diminution becsuse of the msolvency of the Company or

. because the Yquidator, 1cceives, conservator or statutory successor of the Company. has failed lo .
pay @il or a portion of any claim. It is agreed, however, that ibe 5 quidator, seceiver, conservatos
or statutory successer of the Compeny shall give wiitten notice to the Reinsurer of the pendency
of u.claim against the Compeny indicsting the policy or bond reinsured which claim would
involve a possible lizbility on the part of the Reinsurers within a seasonable time afler such claim

is filed inthe conservation oy Yiguidation proceeding or in the receivership, and that during the
pendency of such claim the Reinswers ma investigate such

claim and interpose, at their own
.expense, in the proceeding where such claim is to be adjudicated any defense or defenses that
they may deem available 1o the Company or its liquidator, receiver, conservator or statut
suceessor, The expense thus incued by the Reinsurers

sball be chargeable, snb;cd 1o the
epproval of the coun, sgainst the Company as part of the expense of conservation or 1

uidation
10 the extent.of 8 pro rate share of the benefit which may sccrue to the Company s (Lly as 8
tesult of the defense undertaken by the Reinsurers. ' .

majority in interest clect 1o
tioned In eccordance with the terms of
en incurred by the Compary.

) " This reinsvronce ‘thal] be peysble by the Reinsurers 1o the Company or 1o jts liquidstor, recciver,

tonsesvalor ar statutory successor, except (a) where the Agreement specifically provides enother

i ance of such reinsurance in the event of the insolvency of the Company, and (b) where the
' cinsurers with the consent of the direct insured or jnsvreds bave atsumed such poli

vbligntions of the Company as direct obligations of the Reinsurers to the payees under mz .
policies and in Substitution for the obligations of the Company to-the Payces.

Where two or more Reinsurers are irivolved in the same cajm 2nd
: interpose defense 10 'such claim, the txpense shall be gpgveo
i “ the seinsurance agreement as though such expense ha

ARTICLE X100

- " Each party heseto shall have, and may exercise at any time and fiom time 1o tifne, 1he right to
offset any undisputed balance or balances, whether on sccount of premivins or on sccount of
Jusses oF otherwise, due from such party to the other (o7, if more thin one, sny other) party
hescto vndes this Agreement or under any other reinsurance agreement bereiofore or bercafler
!c):lend into by and between them, and may offset the same =

gainst any undisputed balance or

lmces due 1o the former fiom the Jotter undes the same or sny other reinsurance agreement
be]:wt;cn 1gaem, '2nd the parly asserting the right of offset shall have and may exercise soch nght

. whether the

undjsputed balance or balances due to such party from the other are on account of
premivms or on account of Josses o5 otherwise and regardless of the capacity, wheiher as

assuming insurer or 8 ceding insurer, in which each party acied under the sgreement ar, if more
than one; the differept agreements imtol_ved.
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ARTICLEXIV

ARBITRATION

Al disputes o7 differences arising out of the interpretstion of this Agreement shall be submitted
to the decision of two zsbiustors, one to be chosen by.cach party and in- the event of the
atbitrators failing 10 agree, 1o the decision of an vmpire 1o be chosen by the arbitrators. . The
arbitrators and umpire shall be active of retired executive officials of fire or casualty insurznce of
reinsurance compznies. I cither of the parties fails fo appoint an arbitrator within on€ month

aflez being requited. by the other party in wiiting to do so, such arbitrator or umpire, as the case
- may be, shall a1 the re

quest of cilhes party be appointed by a Justice of the Supreme Courl of
the State of New York. . . ‘

The Arbitation proceeding shall 1ake place in New York, New York, The applicant shall submit
" its cast within one month afier tbe appointment of the court of aibitration, and the respondent
shall submit his reply within one month afier the receipt of the cJaim. The arbitrators and vmpi
_are 1eliéved from al) judicial formality 2nd may abstain fom following the strict yules of Jaw.

They shall settle any dispute undes the Agreement according to an equitable rather than a stﬁcg
lcg‘:ly interpretation of its terms and their decision shall be final and not subject 1o appeal. Es

party shall bear the expenses of its asbitrator and’ shall jointly and equally share with the other
the expenses of the umpire and the abitration. . ‘

This Article shall survive the tenmination of this Agreement.

' _ ARTICLE XV
SEVERABILITY '

i zny provision of this Agrc:mcni ;.abqll be yendered illegal or unenforceable by the laws,

segulations or public policy of any state, such provision shall be considéred void in such state,
but this shall not affect the validity 61 enforceabili

ty of any otber provision of this Agreement o
. the enforceability of such provision in any othes junisdicti . '

ARTICLE XV]

. GOVERNING 1AW -

§h§s Agreement shall be governed by and construed in accordsnce with the Jaws of the state of |

ew York. . i
ARTICLE XVI] -
ENTIRE AGREEMENT ‘
. The contract constitutes the entire understanding between the j)i'm'es'to this Agreement and may o

- only be amended by vnitlen agreement signed by botb parties and attached hereto,

L
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_ ARTICLE XVIII
_ CONFIDENTIALITY '

Allterms 2nd conditicns of this Agreemnent and 2ny mat
inspection shall be kept confidential by the Reinsurer as

disclosure is required pursuent 1o°process of law or unless the di§closm.e s to Reinsqr.e:" .
setrocessionahies, financial zuditors or governing regulatory bodies. Disclosing or using this
information for any purpose beyond the scope of this A greemen:Lor beyond the excepbions set
forth zbove, is expressly forbidden without the prior consent of the Con?pany.

¢r3als provided in the todrse of
against third parlies, unless the

"IN WYTNESS WHEREOF: The

parties hereto bave caused this Agreement 10 be eiccptcdb!
thelr ap_iboﬁz.cd representatives. .
In: s day of 1999 - :
. AMERICAN INTERNATIONAL REINSURANCE COMPANY, LTD. .
By . ' ' . . Tite
) - - .
i And in: this day of 1999
' UNION EXCESS REINSURANCE COMPANY LTD,
By . Tles_
CONFIDENTIAL
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mIR 17 28BS 22:21 FR

L wm‘pany), the
“of

MEMORAI\DUM AMERICAN INTERNAT] ONAL COMEPAN].ES

DBG LEGAL SERVICES
168 Watey Street, 24 ®- Flogr
New York, NY 10038

Fia Nog @17) . : ’
] Dheet Dial Nog 1) L

o | . DATE: - Msrch16,2008
rrome WD I L

REe Richmond Insursnce Company N .

I mponte 10 your rpemo of Jam:my 7, 1999 reparding lbe zbove, please be advised lhﬂ
¢ithough zn A)G cotity owns 199 %4 of Richmond Insnrance Compan)' Ltd. (Bamuda) it does

bol copbo] the jnsurer. 499 %4 of he smslc class of commwon voting stock of the Bennuda |
msu:ru Js owped by'Mumch RE. .

The semaining shares zue owned by three minority fovestors; ) a
(2 trust) 20d . Pach
of these minerity jnvestors is indcpcnaent of Amercan Intepational G‘roup, Ino. and i
subzi d' f¥aen, -
arics nd < & Redacted for Privilege

lisf o5
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. somchow. So the investment EUY was saying that we got fo go dovf;n, Jower .
than 20% anyway and the unduwn!mg gUY Was saymgl don’t anythm;
about non-traditional business and m retiring next may and 50 lets work
this oul.. So they sent me this Jetter and exchange of e-mail in carly

. Deccmb;.'.r -nd 1 went oves 10 2 mieeting with them to scc what
they were talking about, you know, how they wanted lo work it oul. The e-
mail said Jet’s work it out to our mutval advantage — that’s whal initially
staried this. And we bad long conversations aboul options and they wers
saying, well we would really like fo put the shares to get fime period going'
besauss if they did not pul them — they did not express interestin the put,

" you know, a then which is just telling us, basically, if they did pot express
that inferest in December then they would have to wail anothes cightecn (18) -
roonths, So they expressed the interest o the meeting and T said that I would

* + honor that as a tender and that means that on Juoe 30 'lcc}micaliyﬂwy
il ) could put the shares, But putting the shares js the worst exit for evaybody
because they Tose 80% of the value lhat’: buill vp, you Ynow they'Dl Jose the
+  excess over cost and its not poing to get them oot of what happens
‘ '.subsequmlly which is the Jetter that ] seat 1o you that they said they pot
fc;m Spizer of S— or whatever it is and fhey are going to cooperaic just
l.ch AlG is cooperating. You know the —— in the non-tradmonal business
I've been sble to connt twelvé of them but anytime Spitzer’s group gels -
" wind of 2 non-traditional conu'ad, they sead out a subpocna and so, you
Ynow, he is just Jooking af every transaction be can and bé wants $o0
investigate, \

8o, what happened in Decemnber, we came back and 1told them I would
 Jook-for a buyer — went back 1o Howie and Howie Smith, our CFO at thet
lime and lheActuazy,-and I wenl up lo see them all to explain the
business and discuss the options, you know, including Mng it off;.
Winding it up, finding a buyer to lake the put from Munich and continue a8
usnal. And, initially in January, ke mid-Yanuary, 3™ weck in Jauary they

fngg!om ’

pzoszoo By

) voa.'lvom o1V £969 SET 1v8 . TVa ££:1T slolnzlll‘ltl
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o . *
From: P : L Vo
$En'l: ’ ridey, Merch 10, 2000 8:01 AM *
L )
Ce . ) -
S”"]!“: . - .. RE: AIRCOQ szeftlernents

- wll! fese wnh_ concemlng the cash requ!rement for 20th March.
-—-Origlml Me 2o 2 gt B .
Froms .

Sonk Friday, Ms1ch 10, 2000 E:56 N‘
Tes

Subject: RE: AJRCO setilemenis

The prope&ed eetflements of 33.3 rnmlon te Union Excess In March and 1he 34.2 millien due AIRCO under the
commutetlon egreement sre wrep ups of last year's relnsurance,

1 do not know enything sbeut  similar transsction for sbout §6 miilion for 2000. -

‘a—Origina) Mesan , . . g '
From: )

Senk:  Fridey, March 10, 2000 41
C e O

Subject FW' AIRCO settlemanis

There has been some new corres pondence sbout Union Excess. Cen you please clarify what these
paymentsibookings ere for Hank?

. ‘Also does cnyone know enything ebout this slmllar trensaction for 2000 for sbout $56m, menﬂoned by Hank?
. Regardn )

——-Origl 2800w
From:
Sent: Thursdey, Merch 08, 2000 228 PM
Te:
Ce:
Subject:

RE: NRCO semernenh

lsn'l this Just the wrap-up of last year's reineurance?
No, 1 did not know thel MRG wents more:

- Can you be more speclﬁc. Suggest thet thls be done by phone, -s one hour ehead,

-—Orlghal Mun

From:*® .
Sank Thursday, March OF, 2000 2:12 P
To: Austn, Frask o

Ce: —mv-m:—.a
T TubReE —— RE: sillema

'"lPomnu; . High

What does sl this mesn.
Are you ewire thal MRG wents g simllar uansacbon for 2000 for ebbut $56 miflion?
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From: . . .

Senté- escay, Janusry 08, 2001 10:43 AM
Tos" ]

Subjectt L : » Unioh txcess - Swaps

.Iease sccrve the RCLIn 4000 with ] paysbie due to Union Exceu.

See me ¥ you heve eny ‘questions

Theni '

-'-O;hhnl Mess Ipo-—-

" Fromt .
' guﬂ . Tuerday, Jenuary 05, 2001 10:34 AM
- .
. Subjest - 7 Unlot Excess « )

In 2000 AIRCO {Life) enteréd in to 3 swap transactions with Unlon Excess. These were closed oulon

© December 5, 2000 with @ loss to AIRCO of $28,300,000. Please accrue & payable In AIRCO (Ltfers '
2000 results for this realised capital loss. . )

Seﬂlement ts due to Unlon Excess by January 18, 2004 and 1will speak to you about this separately,,
Thanks. ' '
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