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I, DAN YORAM SCHWARZMANN, Chartered Accountant of 7 More London Riverside. London
SE1 2RT. will say as follows:

1. INTRODUCTiON

1.1 I am a Licensed Insolvency Practitioner and a partner in the United Kingdom Limited
Liability Partnership of PricewaterhouseCoopers LLP, 7 More London Riverside, London
SE1 2RT.

1 .2 I refer to my first witness statement dated 8 August 2014 (the First Witness
Statement), my second witness statement dated 26 August 2014 and my third witness
statement dated 3 October 2014 (the “Third Witness Statement) in relation to this
matter.

1 .3 In this witness statement, I refer to a number of capitalised defined terms. Unless the
context otherwise provides, those defined terms bear the meanings given to them in the
Third Witness Statement.

1.4 I make this statement in support of the Applications of respectively Orion and L&O. in
each case acting by myself and Mr Evans, seeking an order of the Court sanctioning the
Amending Scheme pursuant to Part 26 of the Companies Act 2006.

1.5 I am one of the current Scheme Administrators of the Companies. I am also the person
appointed by the Court to act as Chairman of each of the Amending Scheme Meetings
(the “Chairman’), convened pursuant to an order of the Court made in the above matters
on 8 October 2014 (the “Order”).

1 .6 The purpose of this witness statement is:

(a) to record the steps taken by the Companies since the Reconvened Hearing to
comply with the terms of the Order;

(b) to exhibit my report to the Court on the results of the voting at the Amending
scheme Meet ngs. made n y caac ty as Cha rman. and

to update the C urt o a rurrber of further rratters tf at ‘a e occurred n
connecton with the Amending Scheme since The date of the Reconvened
Hearng

1 .7 I make this statement on behalf of both Orion and L&O by whom I am duly authorised to
do so. Save where the contrary is indicated, I make this statement from my own
knowledge gained n the performance of my dut:es as Scneme Admnstrator of the
Cumar s and as C n a e ir aa r ee ie o n ‘c w e. te 1i I s
outside my knowledge that nformahcn has ben provded to me b1 ne’sos worknc wEn
r c tm A c c mc a 11 3e O\ It a to e t
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1 .8 Unless stated otherwise, references in this witness statement to paragraphs are to the
respective numbered paragraphs of this statement.

1 .9 The following exhibits accompany this witness statement:

(a) DYS4 I a copy of the Order sealed by the Court:

(b) DYS4 2 a list of the newspapers, journals and publications and dates in which

the Amending Scheme Meetings Notice was placed prior to the Amending
Scheme Meetings:

(c) DYS4 3 — copies of the approved proofs of the Amending Scheme Meetings
Notices placed in each of the newspapers, journals and publications listed in
DYS4 2:1

(d) DYS4 4 — a copy of the Convening Hearing Notice (as defined in paragraph 4.3
below):

(e) DYS4 5 — copies of the poll cards issued by the Companies to authorised
representatives and proxyholders of Scheme Creditors attending and intending to
vote at the Amending Scheme Meetings:

(f) DYS4 6 — a copy of the report prepared for the Court by the Chairman on the
results of the Amending Scheme Meetings (the “Chairman’s Report’);

(g) DYS4 7 — a copy of the voting report prepared for the Court by the Vote Assessor
on the reasonableness of certain voting values submitted in relation to the
Amending Scheme (the ‘Voting Report”);

(h) DYS4 8 — a copy of the Amending Scheme (including the Amending Explanatory
Statement) as approved by the Scheme Creditors at the Amending Scheme
Meetings and signed by me in my capacity as Chairman

DYS4 9 — a blaCk-i2e of the Amend;ng Scheme. shOwing the charges mat have
beer mace fror’, the version attached as DYS3 2 to The Third Witness Statement,

DYS4 10 — a biack-ne f the Arrendng Explanatory Statement. showng toe
changes tnat have been made from the version attached as DYS3 3 to the Third
Witness Statement:
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(k) DYS4 11 - a black-line of the Short Form Amending Explanatory Statement,
showing the changes that have been made from the version attached as DYS3 4
to the Third Witness Statement;

(I) DYS4 12 - a black-fine of the Voting Form, showing the changes that have been
made from the version attached as DYS3 5 to the Third Witness Statement:

(m) DYS4 13 — a black-line of the Amending Scheme Meetings Notice, showing the
changes that have been made from the version attached as DYS3 6 to the Third
Witness Statement:

(n) DYS4 14 — a copy of the slides for the web-based presentation on the Amending
Scheme given to Scheme Creditors by the Scheme Administrators on 18
November2014: and

(0) DYS4 15 - a copy of each of the following documents:

(i) the letter dated 27 March 2015 sent by Covington & Burling LLP
(“Covingtons) to Hogan Lovells International LLP (Hogan Lovells);

(ii) the letter dated 2 April 2015 sent by Hogan Lovells to Covingtons in
response to their letter of 27 March 2015;

(iii) the letters that I sent on 16 April 2015 to Covingtons in their capacity as
solicitors to certain Scheme Creditors whose vote values I disagreed with.
redacted to conceal the identity of the relevant Scheme Creditors and
details of their votes in respect of the Amending Scheme,

(iv) the letters that I received from Covingtons on 14 May 2015, redacted to
conceal the identity of the relevant Scheme Creditors and details of their
votes in respect of the Amending Scheme:

the etters ftct tfe Screrre Adrr n strators serf n 1 Jure 2 15 t

Covngtcos. redacted to conoea the OenttV of the reievant Scoeme
Creditors and deta s of their votes r respect of ftc Anending Sc eme

(vii) the responses that I received from Covingtons to the letters sent on 1 June
by the Scheme Administrators, redacted to conceal the identity of the
elevant Sheme Creditors sod detaIs of their votes ir espect t the

Amendng Scheme’ and



(viii) the letters that I sent on 18 September 2015, redacted to conceal the
identity of the relevant Scheme Creditors and details of their votes in
respect of the Amending Scheme.

2. COMPLIANcE WITH THE ORDER

2.1 The following paragraphs detail the steps taken by the Companies to comply with the
Order.

Distribution of the Amending Scheme documents

2.2 In paragraph 4 of the Order, the Court ordered, amongst other things. that at least 8
weeks prior to the Amending Scheme Meetings, a copy of the Short Form Amending
Explanatory Statement, enclosing the Voting Form and the Amending Scheme Meetings
Notice, (all in the form or substantially in the form of those documents exhibited to the
Third Witness Statement) (the Amending Scheme Documents’l be sent by pre-paid
first class mail (or by air mail, or by courier, as appropriate) addressed to the registered
office or last known address maintained upon the operational computer records of the
Companies of: (i) each potential Scheme Creditor: and (ii) each broker and intermediary
known by the Companies to have placed business with the Companies on behalf of a
Scheme Creditor.

2.3 I refer to the witness statement of Robert Kingdom sworn on L3 2015 (the
Robert Kingdom Witness Statement”) and the witness statement of Peter Duhig sworn

R) 2015 (the “Peter Duhig Witness Statement). At paragraph
3.11 of the Robert Kingdom Witness Statement, Robert Kingdom explains that copies of
the Amending Scheme Documents were sent by Imprima Financial Print Ltd on 15
October 2014 to each potential Scheme Creditor. broker and intermediary referred to in
paragraph 2.2 above. Copies of the Amending Scheme Documents are exhibited at
exhibits PD 1 to PD 3 of the Peter Duhig Witness Statement. Details of the distribution of
frese documerts are provided n the Robert K ngdorr W tness Statemert and the Peter
Dubig W:tness Statement

Advertisement of the Amending Scheme Meetings

2 4 in accordance with paragraoh 5 of the Order. the Companies placed (wherever possible)
the Amending Scheme Meetings Notice in each of the newspapers. journals and
publicattons listed in the Schedule to the Order between 15 October 2014 and 25
November 2014 For three pubticahons (insurance Rece!ver. Maritime Professonal and
MDrlt me M ket Mga e w s t ‘o sb p ‘ a Amnd g Cc e e
Notice orior to the date of the mending Scheme Meetogs as they are oua’tery
p at F n p 1 at a J a u a at se c t



the notice for publication as it only accepted advertisements from local businesses. In
respect of these four publications, for the purposes of notifying Scheme Creditors of the
Amending Scheme Meetings, reliance was instead placed on:

(a) a short banner which was placed in November 201 4 on the websites of each of
Insurance Receiver. Maritime Professional and Maritime Market Magazine
advising Scheme Creditors of the location and date of the Amending Scheme
Meetings and providing details of the Website where the Amending Scheme
Meetings Notice could be viewed in full: and

(b) the fact that the Amending Scheme Meetings Notice was placed in a large number
of other US newspapers, journals and publications listed in DYS4 2, as well as the
international editions of the Financial Times and Wall Street Journal.

2.5 A full list of the publications and the dates on which the Amending Scheme Meetings
Notice was placed in those publications is set out in DYS4 2. Copies of the
advertisements are set out in DYS4 3.

Amending Scheme Documents — Website

2.6 In paragraph 7 of the Order, the Court ordered that, amongst other things, copies of the
Amen.ding Scheme, the Amending Explanatory Statement, the Short Form Amending
Explanatory Statement, the Voting Form and the Amending Scheme Meetings Notice be
made available on the Website.

2.7 I refer to the Robert Kingdom Witness Statement and the witness statement of Craig
Smith sworn on 2 2015 (the “Craig Smith Witness Statement’). At
paragraph 4.2 of the Robert Kingdom Witness Statement, Robert Kingdom explains that
copies of each of the Amending Scheme Documents were uploaded on to the Website on
15 October 2014. At paragraph 4.3 of the Robert Kingdom Witness Statement Robert
K ngdom exolains that a copy of the composite Amending Scheme locurnent (ccmprisng
the Amenona Explanatory Statement, the Amending Scheme and the Amending Scheme
Moet gs Notice) he Composite Amending Scheme Document was up oaded on to
the Website on 16 October Copes o the Amending Scheme Documents and the
Composite Amend rg Scheme Doc ment ar exh bi ed at exh bits CS 1 to CS 4 of the
Craig Smith Witness Statement. Details of the uploading of these documents are given in
more detail in the Robert Kingdom Witness Statement and the Craig Smith Witness
Statement. both of which 1 have read.



3. AMENDING SCHEME DocuMENTs

3.1 1 refer to exhibits DYS3 2 to DYS3 6 of the Third Witness Statement filed at Court for the
convening hearing. DYS3 2 to DYS3 6 exhibit the then latest drafts of the Amending
Scheme (DYS3 2), the Amending Explanatory Statement (DYS3 3), the Short Form
Amending Explanatory Statement (DYS3 4), the Voting Form (DYS3 5) and the Amending
Scheme Meetings Notice (DYS3 6)

3.2 DYS4 9 to DYS4 13 exhibit the final versions of each of the Amending Scheme (DYS4 9).
the Amending Explanatory Statement (DYS4 10), the Short Form Amending Explanatory
Statement (DYS4 11), the Voting Form (DYS4 12) and the Amending Scheme Meetings
Notice (DYS4 13) which were uploaded on to the Website.

3.3 The key changes that have been made to those documents are:

(a) to reflect that CPLA 3 will only come into effect if the crystallisation and payment
provisions of the Amending Scheme become effective (page g of DYS4 10):

(b) to reflect the terms of the Order: and

(c) tidying-up grammatical and factual inconsistencies, which were identified as a
result of a further detailed line-by-line review of the documents undertaken by the
Scheme Administrators and their English legal advisers, Hogan Lovells.

4. CoNTAcT WITH, AND ASSISTANCE PROVIDED TO, SCHEME CREDITORS PRJOR TO THE AMENDING

SCHEME MEETINGS

4.1 I refer to my First Witness Statement, which contains, at paragraphs 23 and 27, details of
the work undertaken by the Companies to identify and locate potential Scheme Creditors
and to give them early notice of the Amending Scheme. I also refer to my Third Witness

Statement which contains, at paragraph 2 details of the further work undertaken by the
Scheme Administrators to identify the Pret 969 L&O Po icyholders to w•om the
Companies would send ire Pre-969 L&O Nolce

&2 Scheme Credtors were first formally notifea of the proposeo Amending Scheme some 11

monfrs ri adva cc tr Amend rg Scheme Meet g by We F ract e Staterrent Lette’

4.3 The Website is a public site containing useful information and updates in relation to the
Amending Scheme, which has been available for many years to all Scheme Creditors and
other nterested pa’ties with access to the ;nternet. The Scheme Administrators have
o ided regular u dat a o the grog ess ot e Amerding So ene or the Website Ii
paWco!ar. vhowng tne Reconvened Hearing, the cneme Aimnstrators arranged for a
.1:ce vi ‘ pcaded r vi vie vJeListe vitT”ng vie c’ erie Credivi ,f i1e ‘vi It f



the Reconvened Hearing and advising Scheme Creditors of the date, time and location of
the Amending Scheme Meetings (the Convening Hearing Notice). A copy of the
Convening Hearing Notice is set out at DYS4 4.

4.4 Copies of the Practice Statement Letter and the Amending Scheme Documents have
been available on the Website since 20 January 2014 and 15 October 2014 respectively.

4.5 I refer to the Robert Kingdom Witness Statement, in which Robert Kingdom, at paragraph
3.14, explains that of the 68,435 packs of Amending Scheme Documents sent to Scheme
Creditors. 4,070 (6°o) were returned as undelivered prior to the date of the Amending
Scheme Meetings. Where the returned documents were in respect of a Scheme Creditor
against whom the Companies had recorded a transaction, staff of the Companies’ current
run-off manager, Armour Risk Management Limited (“Armour’). prioritised attempts to
find replacement addresses for all 205 of these Scheme Creditors. This exercise involved
undertaking website searches. As a result of that process. an additional 125 packs of
Amending Scheme Documents were resent to alternative addresses. As referred to in
paragraph 3.15 of the Robert Kingdom Witness Statement, as at 31 July 2015, a total of
5,122 (8%) (i.e. an additional 1,052 since 11 December 2014) copies of the Amending
Scheme Documents had been returned as undelivered.

4,6 Where the Amending Scheme Documents were not received by the Scheme Creditors
including, as explained at paragraph 5.6 of the Peter Duhig Witness Statement, where
179 packs of the Amending Scheme Documents were not sent to addresses in Liberia,
Libya, Peru, Sierra Leone and Syria as the Royal Mail did not deliver to those five
countries, for the purposes of notifying Scheme Creditors of the Amending Scheme
Meetings, reliance was instead placed:

(a) for 4,270 of the 5 122 returns, on a combination of.

(P the request to brokers and agents set out n paragraph 6 8 of the Short

Form Amer ding Exp anatory State nert for therr to inform the r clients of
the Amending Scheme a9d the Amending Scoeme Meehrgs Armour has

r fonr ed rr e W d t s its be ief t’ at w th t a cx ept of e eve etu r

a:i o the 4,27C -etrns were n respect of pozentiai Scneme C’editcrs

wrose business if any with the Compan es would have been written
through a broker or an agent): as well as

Armour as aiso nformed ii a that t s its belief that those eleven returns all re ate to potent
Scheme Credtors hose c’aims would be potecteri unoer the PPA anJ or the FSCS quies
a d wI’ P uld f II f p’ y e , t SCS h e Ma ag S c ci c d at
L L”cght r’.. ti.c Sr’cn Credtors ag ‘st .e Orn aes afte The Sd’ Date ear1 ecrr



(ii) the Amending Scheme Meetings Notice placed in those newspapers.
journals and publications (listed in the Schedule to the Order) which were
published in the countries in which those Scheme Creditors are thought to
reside: and

(iii) the notices placed on the Website. In this regard. the Practice Statement
Letters previously sent to those Scheme Creditors in January 2014 (which
were not returned to the Companies as undetivered) made it clear that
Scheme Creditors could access further information and developments
regarding the Amending Scheme on the Website and, by doing so, would
be made aware of the timing of the Amending Scheme Meetings: and

(b) for the remaining 852 returns, on a combination of:

(i) the request to brokers and agents set out in paragraph 6.8 of the Short
Form Amending Explanatory Statement for them to inform their clients of
the Amending Scheme and the Amending Scheme Meetings (Armour has
informed me that it is its belief that all of the 852 returns were in respect of
potential Scheme Creditors whose business (if any) with the Companies
would have been written through a broker or an agent): as well as

(ii) the Amending Scheme Meetings Notice placed in the international editions
of the Financial Times and Wall Street Journal; and

(iii) the notices placed on the Website.

4.7 Whilst I acknowledge therefore that there may still be potential Scheme Creditors for
whom the Scheme Administrators have not yet found correct address details, I consider
that as a result of:

(a the further steps that are beng taken to obta n correct contact details for those
pctentai Scheme Creditors as described paragrapns 3 13 to 3 of the Robert
K gdorn Wm ess State n€ r t

çb tfc note stat g frat the A nerd p S hene has Leo me effe ve an p oiiding
details of the Bar Date. whoh vii be sent out. as soon as reasonaoly practicable
after the New Effective Date, by the Scheme Administrators to every person whom
the Companies believe to be a Scheme Creditor and brokers. agents and
representatives known to have placed business with the Comoanies
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(c) the extensive nature of the advertising of the New Effective Date and the Bar
Date, as described in paragraph 12.5 of the First Witness Statement;3and

(d) the length of the Companies run-off and the maturity of their respective books of
business,

any Scheme Creditor which has a contractual relationship with one of the Companies and
which is likely to have a claim against the Companies should become aware of the
Amending Scheme and the Bar Date requirements either through the Amending Scheme
notices sent by the Scheme Administrators to the Scheme Creditor or its broker or as a
result of the advertising of the Amending Scheme (referred to in paragraph 4.7(c) above).

4.8 Furthermore, even if such Scheme Creditor still did not find out about the Amending
Scheme until after the Bar Date had passed, the Amending Scheme contains provisions
allowing any Qualifying ILU Policyholder (that is not an individual) or individual
(irrespective of whether that individual is a Qualifying ILU Policyholder) who can
demonstrate that it had no notice of the Amending Scheme to bring a claim against the
Companies after the Bar Date. Any claims protected under the PPA and/or the FSCS
Rules and which would fall due for payment by the FSCS Scheme Manager could also
still be brought by the relevant Scheme Creditors against the Companies after the Bar
Date.

In addition to these formal communications, the Scheme Administrators and their
representatives have been and continue to be in individual communication with a
signiticant number of Scheme Creditors

4.10 The Scheme Administrators have spent considerable time and effort identifying Scheme
Creditors and explaining the Amending Scheme proposals to Scheme Creditors. In
addition to the work disclosed in the First Witness Statement (paragraphs 23 to 27), which
included the distribution of the Practice Statement Letter and the distnbutior of the
Amending S hene Docurrerts to all kn wr S [ene Credt s or 15 0 tober 20 .

furthe’ isits to the US tooK ciace n Juv and September 2D14 to expiain the Amena:ng

S’heme proposals to a “umber of Scheme C edtos

4. I Ccmrnunicaton wth Scnerne Creditors contnued n the perca foowira the Reconvened
Hearng and teading up to the Amending Scneme Meetings, Further visits to the US took

Paragraph 12.5 of the First Witness Statement states that the Companies wilL wherever
pocsibie advertise the timing of the Bar Date i deiy to Scneme Creators as soon as poss ble
crier inc v E’rectve Dat n ach r rr te pap is a a p icat ons r in “a to i

paranraph 26.2 of rae Amending Explanatory Staten’ ant The t’ming of the Bar Date wH aso
Le OLD ‘i’d n ‘r VJE)’ t€
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place in October and November 2014 to explain the Amending Scheme proposals to a
number of Scheme Creditors. Furthermore, the Scheme Administrators staff and
Armour’s staff were involved in contacting Scheme Creditors and their representatives by
way of e-mail and telephone or through direct meetings. In summary, approximately 440
Scheme Creditors were contacted by e-mail and telephone in connection with the
Amending Scheme, the focus being on those Scheme Creditors whom the Companies
records showed either did have or were likely to have claims against the Companies in
addition to those claims that had already been agreed by the Companies. Where
appropriate the contact details for these Scheme Creditors were updated as part of this
p recess.

4.12 In addition, as referred to in paragraph 1.7 of the Short Form Amending Explanatory
Statement, the Scheme Administrators held a web based presentation for Scheme
Creditors on 18 November 2014, to which all Scheme Creditors were invited. At the
presentation, the Scheme Administrators explained the key features of the Amending
Scheme and answered any questions that Scheme Creditors had in respect of the
Amending Scheme. The web based presentation was attended by 27 Scheme Creditors
and their representatives. The slides used for the presentation are set out at DYS4 14.

4.13 Prior to the Amending Scheme Meetings, discussions were held with a number of
Scheme Creditors where they had supplied information to the Companies and requested
a written indication of how their claims were likely to be valued under the Amending
Scheme. For each of these Scheme Creditors, the Companies reviewed the information
supplied and, for 61 Scheme Creditors, informed them of the value at which their claims
would be likely to be agreed under the Amending Scheme. on the basis of the information
supplied. This communication was in the form of an indicative value letter (IVL”), In
each case the value indicated in the IVL is not binding on the Scheme Creditors or the
Companies and is not contingent ucon the Scheme Creditor voting on the Amending
Scheme at all or on the direct on of its vote

414 V addition to tre work undertaker as suiimarsea r paragraphs 41 to 13 above toe
Companies made aialable a support se vice for the ouroose o a swering an queues
rased by Scoeme Creators regardng tue AmendVg Soheme p-opoais

41 5 This support service for Scheme Creditors included the provision through Armour of a
dedicated telephone help-line and tax machine, as well as a dedicated Amending Scheme
e-mail account ( ). Armour’s staff provided cover
between the hours of 730am and 730pm UK time 5 cays a week, from 15 October 2014

oc t £ p st g oft e Ano dug 5. era Document irt 11 December 2014 ha
date of the Arnenlug Scheme Meetungs Teiechone oals outsVe these hus were
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4.16 Between the date that the Amending Scheme Documents were posted (15 October2014)
and the date of the Amending Scheme Meetings (1 1 December 201 4). the helpline dealt
with 450 telephone calls, 539 c-mails and 23 enquires by fax or post. In addition there
was a separate PwC e-mail address ( n-Ctm u oc oco) which Scheme
Creditors could use to contact the Scheme Administrators. Between 8 October 2014 and
11 December 2014. the Scheme Administrators received 109 enquiries to this e-mail
address which were dealt with by the Scheme Admirnstrators staff.

4.17 In accordance with paragraph 44.5 of the Amending Explanatory Statement, the Scheme
Administrators also arranged for a facility to be made available for each class of Scheme
Creditor through which the members of that class could consult together in respect of the
Amending Scheme prior to the Amending Scheme Meetings. Only one Scheme Creditor
asked to make use of this facility, so no further action was required.

4.18 Finally, the Scheme Administrators also made available, for review n connection with the
Amending Scheme and on request, to Scheme Creditors copies of:

(a) the Lloyds Bank Agreement;

(b) certain documentation governing the previous guarantees and indemnities given
by the Lloyds Bank group in 1971 and 1972;

(c) the Original CPLA; and

(d) the 1996 CPLA.

subject to those Scheme Creditors (who made these requests) entering into a
confidentiality agreement with the Companies pursuant to which they agreed to keep such
documents and ther subject matter strictly confidential.

5 THE AMENDNG SCHEME MEE’flNGS

5 1 Under the terms of the Order, the Comoanes were ordered to convene the Amendna
‘e k eet s r e rpr ce c a Jco c ar f 0h f f pr

w4bout mcdifcation) the Amendng Scheme

52 re Arrerdirg Scerne Meetngs were held on 11 December 2014 a
PricewaterhouseCoopers LLP, I Embankment Place, London WC2N 6RH. This venue
was selected to be as convenient for as many Scheme Creditors as possible. Details of
the location of the venue were inciuded in the Amending Scheme Documents. The
a anemerts a the Arrond q Sherre Meet gs o facilitate t[€. t nc process rc’udec.
a egistrator area a rcepon area, a Drdte meetnq room for Scheme Creditors to
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have discussions with the Companies and/or other Scheme Creditors where this was
requested and the main meeting room.

5.3 I and my Joint Scheme Administrator. Paul Evans. attended the Amending Scheme
Meetings, along with Joe Bannister and Will Beck from the Scheme Administrators legal
advisors, Hogan Lovells.

5.4 Thirteen of the Scheme Administrators staff, as well as five of Armour’s staff, attended the
venue of the Amending Scheme Meetings on the day to help with the running of the
Amending Scheme Meetings, the processing of votes and to assist Scheme Creditors. In
total, three authorised representatives or proxyholders attended and voted at the
Amending Scheme Meetings. The Amending Scheme Meetings were also attended by
seven non-voting representatives and advisers of Scheme Creditors and by one general
observer.

5.5 In total, 10 Scheme Creditors. authorised representatives and proxyholders attended the
Amending Scheme Meetings in person with 15 votes being presented on the day.

5.6 Each authorised representative or proxy attending the Amending Scheme Meetings and
intending to vote was issued with up to six poll cards (one for the class of “Qualifying ILU
Policyholders’, one for the class of “Policyholders (other than Qualifying ILU
Policyholders) with IBNR Liabilities and Notified Outstanding Liabilities and one for the
class of “Policyholders (other than Qualifying ILU Policyholders) with Scheme Liabilities
(other than IBNR Liabilities and Notified Outstanding Liabilities), Dual Scheme Creditors
and Ordinary Creditors for each of Orion and L&O. Examples of these poll cards are
exhibited at DYS4 5. Where the authorised representative or proxyholder of that Scheme
Creditor attended the Amending Scheme Meetings, they were at liberty to change the
voting values and the direction in which they voted during the Amending Scheme
Meetings if they so wished,

5 7 Shortly before the start of the Amer d ng S herr Meet’ng the Scherr e Adrr fist ators
sta’f p epare the ha rman pal oards sho ng ft e va ue T wI oh he nab beer
apponted to vote as proxy

5.8 a ted as Chal man f the Aria idirg Scherie Veetings ri a cordance wth the directiors
given n the Order. i prepared the Charmans Report, which s dated 201 5
A true copy of the Chairmans Report is attached at DYS4 6. It contains a full and true
report of the proceedings at, and the result of. the Amending Scheme Meetings. A copy
of rhe Vnhng Repori prepared by the Vote Assessor (referred to n the Cnarmas Report
s attaced a’ 0Y54 7 asc “efer ‘o 0c34 8 wh oh s a true copy of the Ama dm9

ire sa a e stt A d eM t a sqr by a.
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6. STATEMENTs MADE AT AMENDING ScHEME MEETINGS

6.1 As noted in paragraphs 17 to 26 of the Chairmans Report, Richard Mattick of Covingtons
and WD HUton Jr representing Fuller-Austin Asbestos Settlement Trust each made a
statement raising their perceived concerns regarding the Amending Scheme at the
Amending Scheme Meetings.

6.2 I have set out in the Chairmans Report a summary of the concerns raised by those
representatives and my responses at the Amending Scheme Meetings to the first two of
those concerns. I do not repeat my summary of those exchanges in this witness
statement but wish to add the points below.

6.3 In respect of the first concern raised by Richard Mattick and the same issue raised by WD
Hilton Jr relating to the treatment of the Pre-1969 L&O Policyholders under the Amending
Scheme (referred to in paragraphs 19 and 25 of the Chairmans Report), the background
to the arrangements in respect of the Lloyds Bank Agreement is set out in greater detail in
paragraph 15 of the First Witness Statement. The key difference between those
arrangements and the arrangements under the ILU guarantee is that the ILU guarantee is
a guarantee to the ILU in respect of certain policyholders claims (i.e. the claims of the
Qualifying ILU Policyholders), whereas the Lloyds Bank Agreement is a guarantee to the
Companies of reinsurance obligations and run-off costs given by various members of the
Lloyds Bank group of companies. Recoveries under the Lloyds Bank Agreement are thus
assets of the Companies and therefore are treated no differently to all other reinsurance
assets of the Companies in that their collection enures to the benefit of Scheme Creditors
as a whole, The undertakings in the Lloyds Bank Agreement are given to the Companies
and not to. or for the direct benefit of, any subset of Scheme Creditor. As a result, any
payments received by the Companies from Lloyds Bank under the Lloyds Bank
Agreement are. and have been to date, made avaiiable for distribution to all Scheme
Creditors (and not just the Pre-1969 L&O Policylolders) Tnis would be the case not only

he A ncr dtng Sc[ erne but also n the coitext of ether tie coiinuatio of the 0 igina
Scheme or a iqdahon. it s ther&ore incorrect to say that the Amending Scheme is a

e t sct erne to t e Pre1 969 L&0 Pa cyho ders S ch p0 cylolders eceive a
drjder ike au other Scheme Creators other than Qcafy;ng iLU PoUcyhoides ad the
Scheme Assets are a striouted to a Scheme Creditors on a pan cassu basis as n other
insolvent schemes of arrangement, Therefore the Amending Scheme is, with respect to
the Pre-1969 L&0 Policyholders, an insolvent scheme and the proposed estimation
process for future losses s therefore appropriate

6.4 fl respect of the second concern raised cy Rchara Malick reating to tie tutue ciams o
ftc P 19 0 P 1w a s ha a I d a T’ s se et Ut
paarm 23 o’ :re Oharmar s Rrt
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6.5 now turn to the third concern raised by Richard Mattick at the Amending Scheme
Meetings relating to the valuation methodology set out in the Estimation Guidelines
(referred to in paragraph 21 of the Chairmans Report). He commented at the meetings
that he thought that the use of a higher than mean valuation would be fairer than a
mean (best estimate) valuation as a basis for valuing Scheme Creditors future claims in
the Amending Scheme. I did not comment on this observation at the time, but I set out
my response now as follows:

(a) the Original Scheme requires the Scheme Administrators to act in the bona fide

interests of Scheme Creditors as a whole; and

(b) to value the claims of a particular group of Scheme Creditors in a way (i.e. on a

higher than mean basis) which is inconsistent with the valuation of other Scheme
Creditors claims (i.e. on a mean basis) would result in that particular group of
Scheme Creditors receiving higher claims valuations than would have been the
case if all Scheme Creditors had their claims valued on a consistent basis. This
would be unfair and prejudicial to Scheme Creditors as a whole.

6.6 In respect of his third concern. Richard Mattick also commented at the Amending Scheme
Meetings that the valuation of claims on an “all sums net of contributions” basis would be
detrimental to his clients who have policies where the governing law in their jurisdictions
supports the use of an all sums valuation, as he considered that their claims should
instead be valued on a “pure all sums” basis. I again did not comment on this observation
at the time, but I set out my response now as follows:

(a) as an nitiaI pont, having taken legal advice, I understand that the effect of the US
Permanent Injunction and the stays imposed under clause 10 of the Original

Scheme are that, although not impossible, there are very considerable
mpediments (whilst the provisions of the US Permanent Injunction and the
Scheme reman effectivei to a Scheme Creditor beIng able to issue and pursue

oceed ngs against either r botr of th€. Companies a cou t in tt e US

(b it s not possible to iaentify a precse date of c1aim occurrence for claims such as

US asbestos and US oiiuPon: such ciaims a”e ndivsib!e and wW genera1y
rigger policies over many years For example the start date for US asbestos

claims is usually defined to be the start date of an individuals exposure to

asbestos. The end date is usually defined to be the earlier of: 11) the date of

diagnosis with an asbestos rela’ed ilness: and iii) 1985 (the date from when
sests exi s rs werp 4yr ca y rc del r nsjran p ces The trt iatp

for US polluton ciarns 5 .sjaily aefined to be the frst date of the operations at
me not on s’e nhn ci crnran The cnn date usja:J iecned to cc
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the earHer of: (i) the date a clean-up order was issued by the US Courts; and (ii)

1985 (the date from when the absolute pollution exclusion was typically included

in insurance policies):

(c) in both of the above situations, it is necessary to determine how to spread or

“allocate’ the overall loss across the triggered policy years. Governing law is

important in this context, because approaches to allocation are not consistent

across all US states. The governing law for US asbestos losses will usually be

determined by the US state in which the insured was headquartered at the time

that the policies were written. The governing law of US pollution losses will

usually be determined according to the US state in which the pollution site is

located;

(d) in some US states, an allocation method known as a “pro rata” allocation spreads

the overall loss over the relevant coverage block and each year of coverage then

bears its share of the loss. In other US states, an allocation known as an “all

sums” allocation allows the insured to target policies in a selected “all sums” year

to pay the entire loss, based on the wordings of the policies (this targeting is

described within the insurance industry as “spiking” the selected all sums year). A

number of other US states have not yet come to any clear decision between the

use of “pro rata” and “all sums” allocations;

(e) the Amending Scheme allows for claims to be valued by the use of an “all sums”

allocation where the governing law of the relevant US state supports such use, or

where the governing law is unclear as to which form of allocation should be used,

in which case the Amending Scheme allows for some weight to be given to

different forms of allocation;

(f) as noted above when a claim s subject to an “all sums’ allocat on the overall

amount to be recovered by the nsured is calculated by spiking one or more

c drwr t r g yea s ef ectir g the ta get r g af The co es r a pal cu ar

rr4’ Th e cabs a t’ pe l rs a o +

the bass f r t[e all sums a atio w c akes ac o nt of apportonrrert as

bet cc the r s ed ard the s ers r d ng the rsu e r the yea s that a e

not spiked” in the triggered coverage block, The result is an allocation that s

known as the “all sums net of contributions” allocation;

(g) Richard Mattick argues that claims that are subject to an all sums” allocat on

o d be valued or a as s t at a yes r ecogr t or t cor r but ons re e vab e

fr i is re s t at d rot p ov de cover on the sp ke I yea s e at a eve
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are subject to an “all sums” allocation should be valued without allowing for any
contributions receivable from other insurers on the triggered coverage block:

(h) having taken legal advice, I believe that Richard Mattick’s approach produces a
value that bears little or no connection to the results that would be produced under
a US court-ordered allocation. In practice, an insurer that is targeted by an
individual insured on a “pure all sums” basis would be likely to join in all other
insurers on the triggered coverage block. I am advised that the most likely
outcome, in that situation, is that the court will reach a judgment that considers the
eventual liability of all of those insurers to the insured, and will not make an award
against the single targeted insurer:

(i) in further support of this stance, I am advised that an insurers obligations.
including in a US state that favours an “all sums’ allocation, must reflect the
various adjustments and apportionments necessitated as a matter of contract law
and equity. I understand that the courts have recognised that notions of
fundamental fairness, as well as contractual provisions, preclude burdening one
insurer of many with the entire loss. I note. in this respect, that “all sums net of
contributions” is not a single concept; rather it encompasses several principles,
including the application of “other insurance” clauses, as typically exist in the
policies written by the Companies, as well as set-offs for settlement and
exhaustion;

(j) I note that Richard Mattick’s statements do not reflect the amount that is likely to
be paid by an insurer to an insured. In my experience the amounts paid by
insurers on claims that are subject to “all sums” are inevitably based on an “all
sums net of contributions” allocation, and not on the basis of a “pure all sums”
allocation. This i5 true of my experience of market settlements and bilateral

settlements in the normal course of business or as a result of commutations
outside o irsde f screrres of arargenent rt woud be napprop ate n ny
view, to” the aiuation of an nsLred’s vote n the Amending Scheme to be basej

n a pproa h t t voud not reflect “he amo ots t’ at ft e Con pan as wou d be
exoected to cay to the Osu red on settiement:

(K) even f Richard Mattck s assertion were accepted that claims that are subject to
an “all sums’ allocation should be valued on a basis that takes no account of
contributions receivable from other insurers (i.e. on a “pure all sums’ basis), the
ecu t of the vote n the Arnendir g S herne is only sightly charged (see

paraqraohs 98 and 99 of the Chairman s Recod1. ifl. ftns recard asked the
o cii otu I d se t a n te a e sub t i al r

i;ooatr on rh nn’s a Ouf a: urns bass n a sisnvt’ to tn



-17-

results of the valuations set out in the Chairman’s Report. The Scheme Actuarial

Adviser has advised me that the vote values of a number of Scheme Creditors, for

example those Scheme Creditors that are subject only to “pro rata’ allocations, do

not change, but that the vote values of a number of other Scheme Creditors vary

greatly, at an individual Scheme Creditor level, from the values set out in the

Chairman’s Report. Indeed, I am advised that the valuations of individual Scheme

Creditors based on a “pure all sums allocation differ, quite regularly by a multiple

as high as 10. and sometimes by a multiple as high as 1000, from valuations

based on an “all sums net of contributions” allocation (that I consider are

consistent with the amounts that will ultimately be paid to the insured); and

(I) the aggregate increases in vote values of Scheme Creditors voting for and against

the Amending Scheme are, nonetheless, such that, after all vote values in the

Amending Scheme are adjusted in this manner, the percentage of Scheme

Creditors voting in favour of the Amending Scheme by value is only slightly

changed from the final percentage result set out in the Chairman’s Report. The

figure is also still comfortably in excess of the required majority by value for the

Amending Scheme to be approved. Further details (including the precise figures

underlying these comparisons) are set out in paragraphs 98 and 99 of, and the

Appendix to, the Chairmans Report.

6.7 Turning now to the fourth concern raised by Richard Mattick at the Amending Scheme

Meetings relating to the reimbursement of costs (referred to in paragraph 22 of the

Chairman’s Report), on which I did not comment at the time, my response is as follows:

(a) the Scheme Administrators had already put Scheme Creditors on notice of this

issue through the inclusion of a statement (as detailed below) in both the

Amending Explanatory Statement and the Short Form Amending Explanatory

Statement (regarding the possibility of all Scheme Creditors everting to run-off

and the Pre-1969 L&O Nct.ce regardtng me possibility of Pre-1969 L&O

Poi)cyhoiders with future ciams revernng to run-offl.

Cor s der a dividuat che e Cred to that o I cted a arge site for a 30 yrar pe tod, 0 er
which it had an extensive nscrance programme, ncluding Just one high level excess policy

written by the Companies In theory. the Scheme Creditor could target the Companies policy

on a ‘pure all sums” basis. leading to a vote valuation equal to the Companies poiicy limits of

i or s of dol ars n contrast, when the loss s a located to a I re evant insurers o er 30 yearc

o an at ns net r corp utions asis, t clatrr w ud Dc c nreiy almoa cure

ccr1aned lower eve ociers eve- the whc’e ocriod giving a “etc vaation of :ero or

flT an -fr;tn c-a Crv aroc Thce zeh%een
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(b) the Scheme Administrators included a statement in both paragraph 20.11 of the
Amending Explanatory Statement (page L1j of Exhibit CS 4 to the Craig Smith
Witness Statement> and in paragraph 5.3.5 of the Short Form Amending
Explanatory Statement (page I of Exhibit CS 1 to the Craig Smith Witness
Statement) that if the 30% opt out threshold were to be exceeded and the
Companies reverted to run-off, the Scheme Creditors may have incurred costs in
preparing and submitting the Voting Forms and Claim Forms in respect of their
claims, which would not be reimbursed by the Companies. This matter was
described in both of those documents as a potential disadvantage of the
Amending Scheme. which all Scheme Creditors would have to take into account
when assessing the relative merits of the Amending Scheme and deciding
whether to vote in favour of or against the Amending Scheme; and

(c) similarly, the Scheme Administrators explained to the Pre-1969 L&O Policyholders
in the Pre-1969 L&O Notice that if, as a result of non-payment by Lloyds Bank
under the Lloyds Bank Agreement, the future claims of the Pre-1969 L&O
Policyholders reverted to being dealt with under the Original Scheme, then those
Pre-1969 L&O Policyholders would not be entitled to have the costs incurred by
them in submitting those future claims under the Amending Scheme reimbursed
by the Companies. As explained in greater detail in the Third Witness Statement,
the Companies sent the Pre-1969 L&O Notice by post to each of the 271 known
Pre-1969 L&O Policyholders with Pre-1969 L&O Claims or their respective

representatives or agents, using the name and address details for those

policyholders set out in the NADB, The Scheme Administrators received no
indication prior to the Reconvened Hearing that any Pre-1969 L&O Policyholder

had any objection to the matters set out in the Pre-1969 L&O Notice,

7. CoNTAcT WITH COVINGTONS AFTER THE AMENDING SCHEME MEETINGs

DYS4 15 exhibits a series of co respondence between i> the Sc eme Administrato s and
their English legal adses. Hogan Lovels and u, Cc’ingtors rean Q the vOte

assessmeit process ndertaker by the Cra man aPe We Ar erd r p Schen’e Meetirgs
and the m.h1catmn cf the results of tne Amenong Scheme Meetings iinc>udirg the
publication of the Cnarmans Report and the Votng Report) The exnibits n DYS4 1E
comprise the 27 March Letter, the 2 April Letter. the 16 April Letters. the 14 May Letters,
the 1 June Letter. the 1 June Scheme Administrators Letters, the Further Covinglons
Responses and the 18 September Letters (each term as defined below.

7.2 1 consder nat. me neress of fuB and frank 1isclocur -s appcpate m put th;s
c res. o. n v t C ir ef n our’ I ta m a. f[
C- ‘gns state. m ‘ tAav Lettes mat ‘e n.amas cuoc’d . nm --i
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Letters have been submitted “on the basis of the existing obligation of OIC/L&O and their

agents and representatives to maintain the [Scheme Creditor’s] information in

confidence”. I also note that the covering email (attaching the 14 May Letters) sent to me

by Covingtons was headed “Confidential: Without Prejudice.

7.3 In light of these assertions of confidentiality, I have placed aW of the correspondence with

Covingtons (referred to in paragraph 71) into a separate exhibit — DYS4 15. Unlike the

rest of this witness statement and its exhibits, I will not be publishing exhibit DYS4 15 (and

the Covingtons correspondence that it contains) on the Website. I do intend, however, for

DYS4 15 to be filed at Court and so to be made available to the Court at the sanction

hearing. I will be writing to Covingtons to confirm this course of action and to allow them a

period of time to make an application (if they deem it necessary) before this witness

statement is filed at Court, for Exhibit DYS4 15 to be sealed and not made public.

7.4 On 26 March 2015, Will Beck, a senior associate in Hogan Lovells. telephoned Richard

Mattick of Covingtons to inform him that a notice had been placed on the Website

informing Scheme Creditors that a date of 7 May 2015 had been fixed for the sanction

hearing for the Amending Scheme.

7.5 On 27 March 2015 Hogan Lovells received a letter from Covingtons in response to Will

Beck’s telephone call with Richard Mattick (the “27 March Letter). In the 27 March

Letter, Covingtons expressed concerns regarding the amount of time which they would

have to consider the Chairman’s Report and then to advise their clients on what action

they should take in respect of the sanction hearing. They went on to say that if the

Chairman’s Report was not published wrthin a week of the 27 March Letter, it was likely

that they would have no alternative but to request an adjournment of the sanction heanng.

7.6 On 2 April 2015 Hogan Lovells sent a letter to Covingtons in response to the 27 March

Letter (the “2 April Letter’). In the 2 April Letter, Hogan Lovel!s explained that I would

shortly be cending out letters to all Scheme Crditors (including Covingtons’ c ents)

wrere We ye ue Wet had pie ed on War ‘o’e ‘ espect f the Anend ng ScrerTe

dered the c f the W- 0br trJ We eme d’or. H a cve GUc

that in each of those letters I wuid set iut the bas,s fr the d!fference tn valuation and

r”form the reievant Scheme Creditor that me matter had been referred to toe Vote

Assessor for inclusion in his Vohng Report. Hogan Loveils also said that the Scneme

Creditors would be given a further tour weeks (from the date of the letters I sent to them)

to provide information or data or to make further representations in support of their claims

before the Cbarman and Vote Assessoi f nahsed their esoective reviews of the votes

7.7 Hogan Lcveis expianed in the 2 Apnl Letter that. as a result of the anoroach set cut

hve. san,tcr ceang w’n “O C’Oe mtke cace on tiaj 2(’ ou
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instead be fixed for a later date in the summer of 2015. The sanction hearing would be
scheduled for a date that was at least four weeks after the publication of the results of the
Amending Scheme Meetings, the Chairman’s Report and the Voting Report on the
Website

7.8 I sent the letters referred to in paragraph 7.6 above (where I disagreed with the Scheme
Creditor’s vote value) to the relevant Scheme Creditors on 16 April 2015 (the ‘16 Aprii
Letters”).

7.9 On 14 May 2015 I received five responses from Covingtons (on behalf of 10 Scheme
Creditors) to my letters of 16 April 2015 sent to their clients (the “14 May Letters”). In
each of the 14 May Letters, Covingtons set out why they considered that their clients vote
valuation was correct. They also stated that they had not been given long enough to
respond to the 16 April Letter and reserved the right to submit further information in
support of their client’s claims. They also accused the Scheme Administrators of
“charging forward with the proposed Amending Scheme” and “frustled] that This pattern
[would] not continue.”

7.10 On 1 June 2015 I sent a letter to Covingtons in response to their letters of 14 May 2015
(the “1 June Letter”). In the 1 June Letter, I set out why I considered that the Scheme
Administrators were proceeding at an appropriate pace and highlighted the fact that they
must act in (and consider) the interests of Scheme Creditors as a whole. The letter did,
however, give Covingtons’ clients (whose claims were the subject of the 14 May Letters)
one further opportunity to submit information in support of their claims, so as to ensure
that, so far as possible and practicable, both I and the Vote Assessor were supplied with
all relevant information regarding the valuation of their votes before we tinalised our
respective reviews of the votes. The deadline for submission of this further information
set out in the 1 June Letter was 22 June 2015. In addition, the Scheme Administrators
sent letters on 1 June 2015 to Covngtoris n respect of eight Scheme Creditors with
spe tic. que lea regard;ng treir otes and to nform them of the deadhne of 22 Ju ie 20 5
for subrnittng any add’orai supoortmg nformaton (the 1 June Scheme
Administrators’ Letters ‘).

7.1 1 1 received tour esqorses from Ccv ngtons (on behalf of these eight Scheme Credto s) to
the 1 June Scheme Administrators Letters qhe Further Covingtons Responses) All
eight of those Scheme Creditors provided further information in support of their claims.

7.12 On 18 September 2015 1 sent letters to each of Covingtons clients (whose claims were
th sbict cf i e 14 Mc, Lotte . nfcrmng them of t fnl vCJCt n that I ha
on tber resectve votes The 18 September Letters in each of those letters I

e ‘‘at t hp i!gt jrAed rT’etg /l
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a copy of the Chairmans Report and the Voting Report) on the Website. I also stated that
the sanction hearing had been fixed for 28 October 2015 and that, if the Scheme Creditor
had any concerns regarding its vote valuation. it had the right to attend the sanction
hearing and make representations.

8. REsuLTs OF AMENDING ScHEME MEETINGS

8.1 On 21 July 2015 the Scheme Administrators placed a notice on the Website informing
Scheme Creditors that the sanction hearing had been fixed with the Court for Wednesday
28 October 2015, The notice also stated that the exact time of the hearing would be
confirmed on the Website as soon as the Scheme Administrators were advised of it by the
Court.

8.2 The results of the Amending Scheme Meetings are set out in paragraph 123 of the
Chairmans Report. In accordance with paragraph 22 of the Order and as noted in
paragraph 7.12 above, I am arranging for a notice (as well as this witness statement, the
Chairmans Report and the Voting Report) to be uploaded on to the Website prior to the
sanction hearing setting out the results of the Amending Scheme Meetings.

9. PosmoNs OF KEY STAKEHOLDERS

9.1 The Scheme Administrators have, since the Reconvened Hearing, continued to keep
each of the PRA, the FCA, the FSCS Scheme Manager, the ILU, NNOFIC and the

Creditors Committee regularly informed and appraised of developments in the Amending

Scheme process.

9.2 The Scheme Administrators have also updated the Website on a regular basis to advise

Scheme Creditors as a whole of developments in the Amending Scheme process.

9.3 The Scheme Administrators have received no indicaton since the Reconvened Hearing
that any of the partes listed in caragraph 9 1 above intend to object to the Amending
S [ebe gsa ii rei.

10 CHAPTER 15 PRocEEDINGs

refer o paragraph 24 of he Hrst Witness Statement n w on 1 expiained that the
Soneme Aaminstrators bad oetermned, on the advice of US counsel (Chadbourne &
Parke LLP), to seek in the US under Chapter 15 of the Bankruptcy Code both (i)

recognition of the English proceeding pending before the High Court with respect to the
Amendng Scheme; and () enforcement of tie Amend ng Scneme hseif. I explained that,

at “a date oL t a F W tr e taeri. t a a S r em Ain r srators icr on
that the Companies would fie tnev Criape; 15 Dettions after the conclusion of ne
A •nS “err M r- T S..r e rJm sty a ciJc to tea to
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ensure that costs are not incurred unnecessarily) that they will not file the Chapter 15
petitions unless and until such time as the Court has sanctioned the Amending Scheme.

11. ILU GUARANTEES

1 1.1 I refer to paragraph 2.20 of the First Witness Statement, which referred to the
arrangements between certain ING parties and the ILU which related to certain Qualifying
ILU Policies issued by the Companies. note that the 1994 Agreement referred to and
defined in that paragraph was in fact amended by a supplemental agreement on 20
November 1996, such that NNOFIC (in its role as party to CPLA 2) became a party
alongside 1645. The amended 1994 Agreement otherwise continued to oblige Nat-Ned
and 1845 to maintain the Letter of Credit in favour of the ILU, as referred to in that
paragraph 2.20.

11.2 I also refer to paragraph 5.13 of the First Witness Statement, which noted that NNOFIC
and 1845 might consider from time to time whether to put alternative proposals to the ILU
regarding the Letter of Credit and, in particular, whether to propose that the Letter of
Credit be replaced with an alternative arrangement that was reasonably satisfactory to the
ILU.

11 .3 Since the date of the First Witness Statement, negotiations have been on-going between
Nat-Ned, NNOFIC and the ILU in relation to the replacement of the Letter of Credit with
such an alternative arrangement. This proposed alternative involves the replacement of
the Letter of Credit with a guarantee from Nat-Ned in favour of the ILU. These
negotiations have now resulted in the execution of a further amended and restated
version of the 1994 Agreement (the ‘Restated Agreement’), dated 16 September 2015.

11 4 Under the terms of the Restated Agreement, 1845 has ceased to be a party (leaving Nat
Ned. NNOFIC and the ILU as the continuing parties), and Nat-Ned has guaranteed to the
lLiJ the performance by the Companies of their obligatons under the Qualifying ILU
P ides fre Guarantee There is no londer any obigation to rrantan the Letter of
Cedt and this has been surrendered to the ;ssuwc ba’k

1 5 As witr the Letter of redt. tfre Guarantee ray rot be called opon t the extent Pat top
up payments in respect o the Quaifyng LU Poces are dealt with n accordance wiTh

CPLA 2 (or CPLA 3, once the Amending Scheme comes nto force so it is effectively
suspended for so long as payments are made in accordance with those agreements (as
paragraph 5.12 of the First Witness Statement made clear was also the case with the
Letter of C edit, Tre Guarantee an ari case only be called by the ILU. and t S

sublect to the came Laps Cfli mtatons as appied to tie Letter of Credit
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11 .6 1 note that the surrender of the Letter of Credit, and its replacement with the Guarantee, is
therefore not directly relevant to Scheme Creditors, and that the Letter of Credit is only
referred to in passing in paragraph 17.3 of the Amending Explanatory Statement. I am
therefore updating the Court for background information only, as the possibility of its
surrender was flagged in the First Witness Statement,

I believe that the facts stated in this witness statement ar trUe.

Dan Yoram Schwarzmann

Date:2
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