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STATE OF MISSOURI

OFFICE OF SECRETARY OF STATE

IN THE MATTER OF:

LLOYD’S OF LONDON,

a/k/a LLOYD’S,

a/’k/a THE CORPORATION OF LLOYD’S,
a/k/a THE COMMITTEE OF LLOYD’S,
a/k/a THE SOCIETY OF LLOYD’S,

a/k/a THE COUNCIL OF LLOYD'S

One Lime Street

London EC3M 7HA

ENGLAND

R.W. STURGE LTD. f/k/a A.L. STURGE
(Management) LIMITED d/b/a

R.W. STURGE & CO.,

Cutler House

3 B Devonshire Square

London EC2M 4YA

ENGLAND

FALCON AGENCIES LIMITED
f/k/a R.W. Sturge, LTD.

18 London Street

London EC3R 7JP

ENGLAND

ELLINGER, HEATH, WESTERN LTD.
23 Rood Lane

London EC3M 3AN

ENGLAND

OCTAVIAN UNDERWRITING LTD.
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WELLINGTON MEMBERS AGENCY LTD.

2 Minster Court, Mincing Lane
London EC3R 7FB
ENGLAND

STENHOUSE REED SHAW
Bankside House

London

ENGLAND

BANKSIDE MEMBERS AGENCY
Beaufort House

15 St. Botolph Street

London

ENGLAND

JANSON GREEN
6-11 Crescent
London EC3N 21X
ENGLAND

GARDNER MOUNTAIN
Lloyd’s Chambers

1 Portsoken Street
London El1 8DF
ENGLAND

ALEXANDER HOWDEN & BECK LTD.
S-10 Bury Street

London EC3M 3LH

ENGLAND

LONDON WALL MEMBERS AGENCY
31-35 Fenchurch Street

London EC3M 3LH

ENGLAND

HARRIS & DIXSON MEMBERS AGENCY
a/k/a CATER ALLEN MEMBERS’
AGENCY LIMITED

a’k/a LRG CATER ALLEN LIMITED

#2 Seething Lane

London EC3N 4AY

ENGLAND
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ANTON MEMBERS AGENCY LTD
Arthur Castle House

33 Creechurch Lane

London EC3A 5AJ

ENGLAND

LATHAM HOWE
16 Minories
London EC3N 1EX
ENGLAND

Respondents.
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STATE AGREEMENT

This Agreement made as of this 11th day of July, 1996’(1hu “Jutc Agreement™) by and
between: ' |

- the Society incorporated by Lloyd's Act 1871 by the name of Lloyd'y
(“Lloyd's"), with an address &t One Lime Street. London ECIM 7HA. ahd

*  the penicipaming State Secaries Regulators who are sigaatories to thij
Agreement (the “State Securities Regulators™), |

m,mﬁ'ummm@mmmwxw
in Londan, England known as the “Lloyd’s marier”; and

‘WIIEREAS.‘immmammdthowodiimlndingpuﬂdpmnhﬂmLhydammw
c:cpu'iénsedunpreeedemedlosm:and

WHEREAS, in order 10 prevent the failurs of the Lloyd's market, Lloyd's has negotiated
and proposed a comprehensive program known zs the Lloyd's Reconstuction & Renewal plan
(‘R&R"Y; and

WHEREAS, cerin Swts Securities Regulators have assertad the activities of Lloyds arid
Lloyd's market participants fal] within the scope of thefr regulstory juriadiction and that tHe
activitics of Lloyd's aud Lloyd's market participants may have violated laws subject to their

WHEREAS, Lloyd's denies it has violated any U.S. laws and demics it is subject o the
jurisdiction of the State Securities Regulstors with regard to the isvucs raised; and

WHEREAS, Lloyd's has cooperated fully with the Coordinating Committes of the Notth
American Securities Administrators Association (the "Coordinating Committec” by respondidg
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promptly and candidly to inquiries and providing documcnrary materials and analyses, all in the :
interest of facilitating the State Sccurities Reguhﬁor:‘ access to relevant information: and

WHEREAS, Lloyd's wishes to address the concerns cxpressed by the State Securities
Regulators by providing a special allocation of credits to qualified State Numes againat amounts -
due in respect of their Finality Statements; and

-

WHEREAS, Lloyd's and the Coordinsting Committee entered into a Memorandum of!
Understanding datod July 2, 1996, attached hereto as Exhibit E, and Lloyd's end the Coordinating
Committee emered into the NASAA Agreement on July 11, 1996 (the “NASAA Agreememt™),
attached hereto as Exhibit F; and

WHEREAS, Lloyd's Underwriters currently are required by State insurance laws to
maintsin two joint asset trust funds which are for the benefit of U.S. surplus lines policyholders
and reinsureds, respectively, and these trusts preseutly are availablc under defined circumstances
to meet the claims of those policybolders and reinsureds that are not otherwise satisfied; and the
benefits currently afforded by these trusts will not be affected by the reinsuring of Names!
liabilities into Equitas; and

WPIEREAS.Lhyd‘;hiummﬂmm,mgﬂmmcmedfwM
reasonably expected to achieve complisnce by all persons subject to Lloyd's regulatory suthority
with any applicable State laws: and

WHEREAS, the partics, recognizing the ased for mutusl cooperation and their respectivé
regulstory respoasibilities, wish to resalve all of their outstanding disputes;

the partics hereto sgres as follows:

f



Article 1 - The State Program

(A)

®)

©

®)

Names resident in the States whose Securities Regulators will be listed on Exhibit A afher
the expiration of the periods set forth in Article 12 who otherwise accept and comply with
all of the requirements of R&R (“Stato Names™) shall be eligible for a special anocatioq
to reduce the amounts dus in respect of their Finality Statements, issued as a part ofthé
R&R Sectlement Offer (“Statc Credits™) if the Statc Names qualify pmmmwtht;b
provisions of paragraphs (B) and (C) below, provided the RAR Settlement Offer is
declared unconditional by the Council of Lloyd's. The maximum aggregate amount of
State Credits offered to all State Names shall be U.K. £40 million. :

BythcdmOfthcamclnionofthisAmm.SﬁoCmdiuwmhmbemdlocmil
amongSmNunup\mmtmamfmmpmcedmdcmnﬂmdmlclybythb
Coordinating Commitiee (the “Process™. Tha Process, sttached hereto as Exhibit B,
involves no findings of fact or findings of law, and is nat, in particuler, basedonw
of logel determinations conceming matters that have beea in dispuse between the Stath
Securities Regulatars and Lloyd's. It is expressly recognized by the parties tiat Lioyds
has 110t endorsed or spproved any aspest of the Proccss. z

A State Name shall bo eligible to pesticipste in the Stxs Progrum if be or she his
amounts due, befors consideration of his or ber funds on deposit with Lioyd's, in respett
of bis ac ber Finality Staterments a3 a rosult of participstion in the Lloyd's market es dn
individual unincorporated Name et Lioyd's as more fully described in Exhibit B attschéd
bereto.

ByﬁadmdmnuxmmofﬂusAgramnmeComdinmnaConmmwmm
delivered to Lloyd's a joint commumication furmoCooxdmaﬂngComnﬂncc andLloyd’
to send to Statc Names (the “Commnnicnﬂon"),mneonfwm:othemnmmof:pc
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Q)

NASAA Agreement. The Commuuication is arached to this Agreement as Exhibit C..
The Communication shall be printed and dispatched to State Names with the Settlement
Offer Document and the Finality Statement, at Lioyd's expense. |

Lloyd's will compute the proposed allocn;lom under the terma dascribed in the Process.
At Lloyd's sole cost, and no later than five days following the mailing of Lloyd's
Senlement Offer Document to State Names, Lloyd's Director, Finance shall certify in
writing to the State Securities Regulators who are signarories to this Agrecment by letter
delivered to the Coordinating Committee that the Finality Statement provided to each
State Name (or his ar her personal representative, executor, administrator, guardian oz
counsel) in connection with the R&R Settlement Offer Document includes a calculstiod
of State Credits which conforms materially with the Process.

In the ovent State Credits are offered to State Names who decline tn accept their RZR
scttlcmm!oﬁ'cr.smhmc&n(tmmmmmnmltoﬁﬁmm(w%)ofﬂmmml
State Crodits, up (0 & maximum of U.K. £6.0 million) shall be reallocated to a separazé
fund (the “Reallocation Fund™). This Reallacation Fund shall be distribured to Stams
Namas by a neutral evalustor (the “Nevtral Evalusior™ in accordance with the NASAA
Agrecment, providing for reallocation on the basis set forth in Exhibit B. Thé
distribution of the Reallocation Fund shall be final and noareviewsble by any person,
entity or tribunal

Under no circumstances shall the total amount of State Credits (including those credits
reallocated in accordance with sub-paragraph (F)) allocated to azry State Name axceed th
amounts due in respect of his or her fiality statement.

Names shall be required by Lloyd's, as part of the Names' acceptance of the R&fl
Settlement Agreement, to release the Neutral Evaluator, Lloyd's, and all persons to be

A}
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relcased under the R&R Settlement Agreement, wiﬁxmgmdmmyaspcctofdxc!
performance of this Agreement, including, without limitation. the allocation andi
reallocation of State Credits. '

State Names who were covered by the NASAA Conditional Standstill Ammdmi
April 29, 1996, attached bereto as Exhibit G, may choose as their finality obligation the
lowest of the final figures presented in their “indicative finality statements” of March and
June 1996 and the finality statcment of July 1996.

Article 2 - Effect of this Agreement; Releases

@A)

Armngthepuﬁahatto,andanypmwhoistobotelmcdtmdertham
Settlement Agreemant, this Agreement shall constitute a complets and final resolution of]
and discharge with respect to, any inquiry, clalm, demwnd, action or causo of action)
whcﬂmknawnmunbown,lndwh:thapmdingmunmm:in;omofori:;l
cgnnwtion‘withthemnmbmhipofmyNamcoranyformNamenucyd’sorlﬂé
participation in the Lioyd's market (a “Claim™). The State Securities Reguistors hereby
waivqmlummddithtnﬂom.andmmtmm,h&mmbpomormof
mmmwmjmmjupim‘w:mmmwmuq
be released under the R&R Scttlement Agroement in connection with any Claim. No
person who is to be relcased under the RAR Setrlement Agreemant shall be orsitied to th
release provided for in the proceding semences if such person shall have brougin amy
action against any State ot individual cmployes thereof that Lioyi's could not bring undér
this paragraph. Lloyd's herchy waives, releases and discharges from, and covensnts ndt
to sue, the State Securities Regulators and all individual employees thereof in connectioh
with their assertion of Claims priar to the date hereof. NdihinzindﬂsAgrwnemahaﬂhée
deemtd 1o preclude any party from taking action consistemt with Article 7 hereof to
enforce the terms of this Agreement.
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©

D)

The State Securities Regulators agree to take the steps necessary to dismisy all litigation,
withdraw alt administrative orders, and terminate all administrative proceedings, formal
investigations, informal inquirics, subpoenas ot process pending against Lloyd's and any
person 1o be relcased under the RAR Settiement Offer, all with prejudice, but the
effectivenets of which shall be subject to (1) the declaration by the Council of Lloyd'd
that the R&R Scttiement Agreement is unconditional, and (i) that Liayd's has fulfilled all
its obligations under this Agrecment, Provided that Lloyd's is not in material, uncured
breach of any obligation under this Agreement, the Stte Securities Regulators wil)
mﬁainﬁomcnfomingmyadsﬁngardcrordocmormkingmyenfomcnmnacﬁmi
agrinst Lloyd's and any person to be released under the R&R Settlement Agreement of
taking any other action that would be prohibited upon the cffectivencss of the actions
described in the preceding sentence. ond'suhlﬂmmmypmcm'ﬁb
achiowamnnimﬂonmdhcouﬁnumbyitofmymadingwiﬂ:mpeammyoﬁhé
State Securities Regulatore’ sctions. Each party (including, to the extent thar he or she
claims entitlement to the release provided for in Article 2(A) of this Agreement), shall
bear his, her, or its own costs in such terminated procoedings. Nothing]nthispmgnpiz
is imtended to require the actual withdrawal of sny ordcr, proceeding or process until the
conditions set forth above are satisfied

Nothing in this Agrecment shall be deemed to prohibit any State from responding to
proper requests \nder Freedom of Information Act statutes or similar state governmental
mmd-mmpmmwmpambmorpmmwapmpumqwbﬂa
govermment agency or tritunal

Nothing in this Agreement shall be deemed to limit the jurisdiction of eny statc insurands

regulatar.

Nothing in this Agreement, and no allocation or reallocation of State Credits, shall:
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)

constinute any sdmission of any fact ar concession of any legal principle for any:
reason, or a finding or order for purposes of Rule 803 of the Federal Rules of
Evidence or any comparable state provision;

constitute a waiver with respect to any issue, including but not limited to
submission to jurisdiction by any party to this Agreement, except for purposes of
Article 7 of this Agreement;

be deemed to involve amy disciplinary ot enforcement proceeding against any
person within the meening of eny federal or stats law;

mmy&irdmbamﬂdnyﬂghmuﬁdmof,armyobﬂpﬁmm,u&
State Name; or

be deemed to constinute any finding or spproval of any State Securities Regulatot
withmpectmmymztuhlsdimminmdby.oranyacﬁﬁﬁuoﬂmyd'sorm)f
person to be relcased under the RER Settlement Agreement.

mtamsofthhAgxmcmeeimplammdbymmdaofthnSmeuﬂﬂes;
Regulator in oach pasticipating State substantially in the form ettached hereto ed
Exhibit D, and which arder, {n particular:

8))

@

shall not inclods any findings of fact ot law, or recount amy ailegations provicusly
made; and

shalt be consistent with the provisions of sub-paragraph (B) of this Article 2.

Exchtumfmhhtﬂsmbmh(ﬂ,mmdermﬂndinpshm&immdbymiy :
State Sccurities Regulator with respect to Lloyd's or sy person 10 be released under the
R&R Settlement Agreement. |



(G) Provided that Lloyd's is not in material, vncured breach of its obligations under this
Agreement, no State Securities Regulator ghall take any action or assist any other person
oreuﬁtysaeklnswinmrfcmwithk&Rscnlummtoﬁ'mbdnzmdcmanyU.S.Namnoﬂ
the reinsurance of the lisbilities of any U.S. Name into Equitas, or seeking o undo ths
implememtation of R&R or Equitas relnsurence after It has been effected, cxcept ag
provided in Article 2(C) above. ‘

Article 3 - Annoancements

Mpmﬁumﬂﬁshmem:haﬂmmdrbmaﬂ’qmmmnhmypwmlmmsimﬂat
public announcements consistent with the spirit of any Lloyd's-NASAA joint release of

announcement.

Article 4 - Representations
{A) The States Securities Regulamars enter into this Agrecment after being advised of the
followlng by Lloyd's:

(1)  Lioyd's has the suthority to enter imto this Agreement, and has sccured any
necessary appeovals therefor.

@ TheComcilofIJoyd’shuﬁnamhoritymhnplnmomtboR&Rpmpoulxan&
relevant bye-laws.

3) thofm,andﬁmmofmmﬁﬂchminmEq\ﬁm,f@;
will be transfarred from the Lloyd's American Trust Funds in payment of Equitds
premimms to Equitas American Trust Fund (“EATF™). It is Lloyd's intention that
usedtumwthowrposuofthcmwmbemmmcdwhhintheUmwdsm
\wnless otherwiise approved in writing by the Superimtendent of Insurmncs for tie
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©®

State of New York. Nothing in this Agrecment shall be construed to prevent the ;
uso of EATF assets for the purposes of the trust, including the payment of;
insurance obligations in respect of “American Business,” that includes dollar-
denominsted business that may originate from outside the United States.

While the EATF trust deed will provide for the payment of valid expenses of the:
m&ummcuunﬁmd.indudinspaymennthnm:ybemndemond'samm§
for services repdered to Bquitas, no fees or commissions relating to te:
implcmcnmﬂonofR&Rnndth:fumxﬁmoquuimwiﬂbopddtommginsé
agents or members' agents from the EATF. |

If the R&R Semlement Agrecment becomes unconditional, Lioyd's will undertake!
mmmummmmwﬁd‘mmamsmmammm;
that following acceptance of the Settlement Offer, timely payment in full of his of
haﬁnnﬁtybiﬂ:,andhno:hamﬂmofmmba:hpmﬂnydslnmrdmod
with the Membership Bye-law, such acceptance and paymem wil] represent a full
discherge of the Name's obligations 10 Lloyd's in respect of 1992 sod Priot
Business (as dafined in the RAR Settlement Agmement), and no further claims o
mythmmmmwmuwhymmmm(mq
i own right of for the bencfit of amy policybolder) unless required to do 50 by
any other governmemal body ar judicial nxthmity.orptmmtwﬁnActo:;'
Pxrliament, or pursuant to & Name's Hardship Agreement. Nothinginthﬂ!l
mhww.mmu.m:nmﬁmozmymommﬁ@
their obligatians to policyboldary. |

Any‘SmNnmcwhomaambeammhaoonyd's.mdwhoshall_hw;b
surplus funds 2t Lloyd's after the satisfaction of all outstanding obligations ani

after mesting the requirenents of the R&AR Setlement Offer, shall be cutitled t
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receive any surplus funds as is consistent with the resolutions and bye-laws of the
Council of Llayd's.

Lloyd's enters into this Agreement after being advised of tho following by the State
Sccuritics Regulators:

M

@

€)

Q)

Each of the State Securitics Regulstors has the suthority to cater into this
Agroement, and bas secured any necessary approvals therefor.

The State Securitics Rogulators intend, to the maximum extent permissible ty
law, to resolve any and all civil and administrative lisbility issues in their
jurisdictions that can be brought on behalf of any Stste Securities Regulatdr
arixing out of Claims or that have otherwise given riso to this Agresment.

Upen inquiry from any other State regulstory authorities, the State Securitiés
Regulators will advise any other such Stats officials contemplating any actiqn
against Lloyd's or any persons to be reloased by the R&R Settlement Agreemeht
of which the State Securities Regulators aro aware reganding the facty ajd
transactions giving rise to this Agroement that, in their view, the settlemeint
cmbodied in the Agreement was intended by the parties as a complets add
satisfactory resalution of all such regulatory claims. Lloyd's expressly
acknowledges that tho siguataries to this Agreement do ot have the power to
prechude other State civil or administrative authorities from taking such action ks
such anthorities may deem approprists in the exercise of their statutory duties. -

Provided that Lloyd's is 0ot in breach of its obligations under this Agreemant shd
subject to the provisions of Article 2(C) above, no State Securities Regulator shill
take any action secking to interfere with the RAR Settlement Offer 1o any US.

'Nameorthardmmofmaﬁahiﬁﬁaofmyu.s.Nminmquﬂﬂ%far
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seekingmundothcimplunemﬁonofk&.RmEqﬁmreinsmaﬂzrhhﬁ
been effectad, ot ta assist any non-governmental person or entity who seeks to
interfere with R&R semlement offers boing made to eny U.S. Name or the
reinsurance of the liabilities of any U.S. Name imo Equitas, or 10 undo the
huplcm:ntxdonofR&RorEqulmamirmnmaﬁ:rithmbeeneffecteq.

Provided Lioyd's is not in breach of its obligations under this Agreement, arid
subject 1o the provisious of Article 2(C) above, no State Securities Regulator shnh
assistanypuiv&hcpmonorcnﬁvwhoscchtopmmyacﬁmngaimtuoyd:s
or any of the persons o bo releasod under the R&R Settlement Agreemertt
mddhmmmmmmmmhmmxymmqm§r
dhecﬁm&mmyﬁﬂidﬂoro&amvmmmlmdtyfmmym#r
participation in any private lawsuit; and provided further that nothing in tids
Agreement shall apply 1o that portion of any private litigation in which forain

selection 14 at issue.

(C)  Withirl two weeks after August 31, 1996, Lioyd's will provide to the Stats Securitiés
Regulatars, by delivery of a letter to the Coardinating Committee, the following:

D)

M

2)

A written report of its Director, Finance setting foith the readily ascertainablo

facts regarding the allocation of Stato Crodits; the U.S. Names scoepting the RER
mlmanoﬁu;mus.Nma:ejecﬁngmmswmommén
indication of the smounts available for resilocatian to the Reallocation Fund; and

A written confirmation of the spproval of the Council of Lloyd's authorizing the
entry of Lloyd's into this Agreement. ’ ‘

Lloyd'swi.llpmmmlycam!obod:limedacopyofthnjoimmm(rpﬁurredmén
page 2, above) to esch NASAA member State Securities Regulator.



12

Within two weeks after the State Securities Regulators have been notifled by Lloyd's
(i) that the R&R Settlement Offer hax beon declared unconditional by the Cauncil of
Lloyd's, and Gii) that Lloyd's bas fulfilled all its obligations under this Agreemeat, the
State Scourities Regulators will provide Lioyd's with an sppropriste certification from s
duly authorized officer that all previous administrative or judicial orders or ﬁndins&'
govemed by Article 2(B) of this Agreement have been withdrawn, terminated, nidlified ori
otherwise rendered of no effect. |

Article § - Future Activities

(A)

(B)

©

Lloyd's will not solicit persons in the participating States as new Names ar underwriting:
members of the Lloyd's insurance market except pursuant to procedurcs as may be agroed
upon with esch State Securitics Regulator or 23 set forth in the spplicablo lawy and
regulations of such Statcs,

Existing State Names shail be permitted to:
(a) continue to underwrite insuranco in the Lloyd's market in 1996; and
(b)  participate in 1996 capacity auctions for syndicate participations.

Thereafler, existing State Names shall be permitted to tnderwrite insurance in the Lioyd's
mariet and perticipate in capacity aoctions pursuant to procedures as may be agreed upon
with cach State Socuritics Regulator or as set forth in tho applicable laws and regulations|
of such States.

Nommmhmw«mmmdmmmmmhmdpmmmw;
Article 2(B) of this Agreement shall be deemed to affect, limit or restrict Lioyd's and aay’
Lloyd's marion participant's business or its ability to partcipate In offerings ot rely on any!

N

« TX.oy .Y R A )

TACCE A WRNTT. 1A AT



®)

13

exemption, including, without limitation, the Uniform Limited Offering Exemption, u
and to the extent now or ha'eaﬂu'adopwd in the relevant State.

Nothing contaived in this Agroement shall be deemed to anthorize Lioyd's to solicit the
sale, or to sell, securities interests in any Lloyd's insurance market participant.

Article 6 - Notices

(A)

®)

Notices under this Agreement shall be given by telecopy, with a confirmatory letter by
airmall, postago prepuid, to the persens indicated below or on the attached Exhibit A, or
to such successor persons, addresses or telecopy mumbers as each such person may
indicate by notice hereunder. A notice hermunder shall be deemed to be given wher
reccived by telecopy if received between 9:00 am. and 5:00 p.m. local time at the place
of receipt, or otherwise shall be deemed to be received at 9:00 a.m. on the next business
day at the place of receipt. A telecopy confirmation shall acrve as prima facde cvidencd
that a telecopy has been received. '

Natices shal]l be addressed as follows:

(1)  Ifto a particular State Securities Regulstor, as will be indicated an Exhibit A.

(2) IftoLloyds, to:

Lloyd's

One Lime Street

London EC3M 7HA

Anention: Secretary to the Council
Teleoopy: (44 171) 327-6122

Ak
hia¥
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with a copy to:

Fried, Frank, Harris, Shriver & Jacobson
1001 Pennsylvania Avenue; N.W.
Washington, D.C. 20004

Attention: Harvey L. Pitt

Telecopy: 202/639-7003

‘Article 7 - Governing Law and Jurbsdiction

(A)

(B)

This Agreement shall be governed by the laws of the State of New York without
reference 10 its provisions on conflicts of laws, except to the extent that the constitution,
statures o the decisions of the highest judicial tribunal of a State require otherwise.

Except insofar as actions occurring after December 31, 1996 are addressed in Article §
hereof, and subject to the provisions of Article 11(D) below, any claim or controversy
arising from, or in connection with, this Agresment shall be subject to arbitration in the
City of New York in accordance with the Expedited Procedures under the Commercial
Arbitration Rules (the “Rulss”) of the American Arbitration Association (the “AAA™)
except to the extent that such referral is prohibited by the constitition, statutes or &
decision of the highsst fudicial tritumal of a Stats. If the parties do not agree on the
choice of an arbitrator within forty-eight hours, the arbitrator shall be selected i
accordance with Rule $4 of the Rules, provided that all of the panelists presented by the
AAA shall be retired federal judges, the list shall bo retumable within forty-cight hours
and the parties shall simultanecusly notify the AAA of mry non-preemptory objection to a
proposed arbitrator, stating the reasony therefor. For good cause shown by either party,
the arbitrator can reduce the notica period provided in Rula 55 af the Rules to three days.
Notwithstanding Rule 57 of the Rules, unless otherwise agreed by the parties, the award
(that can subsequently be confinmed in writing) shall be rendered ot later than seven
days from the date of the hearing. The arbitrator shall have the power to award legal foes

i}
e
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to the prevailing party if he determines it is just and equitable to. do so. The arbitrator:
shall not hiave the power to awnrd punitive damages. The order of tho arbitrator shall be'
final and nonreviewablo. 1 the constitution, states or  decision of the highest judicial
tibunal of a Statc expressly prohibit a referral to arbitration, the proceedings
cantmnplnwdbythispmmphshnnbcmainminodinmnppmpdmwﬁoninﬁaduali
disuiawmnwimmmmmbmdmdmcmwmﬂmmonof

such coart.

Lloyd's hereby consents to the nonexclusive jmindicdon.of the courts of anry State for the

 limited purpose of (i) the grant of interim judicial relisf pending arbitrstion; and (i) thel

enforcement of an arbitral award issucd to that State 23 & prevailing party pursuant to this
Articlc 7. Each State Securities Rogulator hereby consents to the jurisdiction of the
courts of its own State and, unleas expressly prohibited by the constitstion, statutes or §
decision of the highest judicial tribunal of the State, the jurisdiction of the sz courts of
the State of New York for the limitsd purpose of (i) the grant of interim judiciel relief
pending arbitration;, aod (ii) tho enforcomant of an arbitral award o Lloyd's as g
pwailingpmypm'smmtndﬂsm::lﬁ. Nothing in this Agreement shall be constroed
a3 effocting a goneral waiver or consent to jurisdiction by any perty hereto. |

Article 8 - Amendmonts

This Agreement may only be amended in writing. Anyammdmanagreadbyl.loyd‘amdfew&
than all of the State Securities Regulators may be, if 30 agreed by those parties exscuting thé
amendment, effective among those parties executing the amendment. |

Article 9 - Entire Agreement

(A)  This Agreement and the Exhibits and Schedules attached bereto: (i) constitute the entirt

agreement between the parties with respect to the subject matter hereof: and (ii) except a
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expreesly provided, &mintcndedm‘andsbnunotbe construed to confer upon an‘y
persons other than the parties hereto any rights or remedies hereunder.

(B) The execution of this Agreement shail not operate to repeal the April 29, 1996 NASAA
Conditional Standstill Agreement, except to the extent any provision of this Agreement is
inconsistent with such Conditional Standstill Agreement.

Article 10 - Waivers

Any agreement on the part of a party to any extension or waiver shall be valid only if set forth in
writing by the party granting the extension or waiver. No waiver of amy of the provisions of this
Agreement shall be deemed to or shall constitute a waiver of any other provision bereunder.

Article 11 - Miscellancons

_(A) No party to this Agreement shall do indirectly that which it has undertaken in this
Agroament o refrain from doing directly. -

(B) Time is of the cascnco with respect to provisions of this Agreement calling for
performance by a specified time. '

(C)  Each party bereto acknowledges that bresch of certain obligations hereunder cannot bo
remedied by the peyment of money damages. Inmhmnt.amshauhxvethedgﬂt.
in addition 1o any other righty it msy bave, 10 m order of specific perfommance of this
Agreement. '

(D)  If ey party to this Agrecment belives that eny State or Lloyd's is in msterial breach of
mymwmmnmwmbm,mﬂmﬁmmw
shall be instituted uniess the party deemed to be in material breach iy given writtin

S e w4 Amyrg “0"1'N WBDTI:AS INIS
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complaining party that no material breach in fact has occurred.

Nothing in this Agreement ;a intended to.bind or impose any obligation on any Statg
Securitics Regulator that iy not a party to this Agreement.

Tho signatory State Securitics Regulator states that he or she is entering into this
Agresment solely for the purpose of effecting a resolution of the regulatory concerns of
that specific jurisdiction regarding the ficts and transactions giving rise to them, and the
stgnatory Stats Securitics Regulator states that ha or she is entering iato this Agreemeni
without cxpressing any opinion, position or conclusion of fact or law or on the merits of
any controversy.

Article 12 - Effect of Failure of Certain State Secaritios Regulators to Execute Agresment

(A)

In the event that, on or prior to 5:00 p.m. Pacific time on Saturday, July 13, 1996, this
Agreement has not been executed by:

(1)  State Securities Regulators whose State Names account for at least eighty percent
(80%) of the eligible R&R Debt Credits allocable to U.S. Nuncy pursuant to the
indicative statements disputched in Juns 1996; and

()  The State Secwities Regulators of each of the following Stetes:  Arizona)
’Aﬂmwc@qumwnmxmww
Missousi, New York, Ohio, mmlmrmrmmvmm.a
West Virginia;

then the State Credits specified in Article 1(A) shal, if Lioyd's noustheless determies t3
mmthisAgmcmcngbcmdmcdmammalmofmmuminUKpoun#
sterling equal to forty million times the total R&R Debt Credits allocable to State Names

-\
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5:00 p.m. Pacific time on July 13, 1996 (as specified in the indicative statements
disparched in June 1996) as a proportion of the total R&R Debt Credits allocable to all
Names rcsideat in the United States in those Indicative statements.

In the event the requirements of sub-paragraph (A) are satisfied but all of the U.S. statd
members (including the District of Columbia) of NASAA do not execute this Agreement
by July 13, 1996, then the Stato Credita specified in Article 1(A) shall bo reduced in
accordance with the reduction formula provided in sub-paragraph (A), provided,
however, if the requirement of sub-paragraph A(1) has been met, any Stats that notifies
Lloyd's in writing by 5:00 p.m. Pacific time on July 13, l996thatitaseniorstaﬂwill!
recommend to the appropriate authority that the Agreement should be executed, and thy |
Agroement is in fact executed by 5:00 pm. Pacific time on July 16, 1996, such Statd
Securitics Regulator shall be deemed to have exscuted this Agreement as of July 13;
1996.

If Lioyd's chooses to void this Agreement pursuant to thia Article, then any Agreement
enttered between Lloyd's and a participating State Securitics Regulator shall be rendered
oull and void. Lloyd's shall inform any participating State Sacurities Regulator of its
decision to void the Agreement by the latter of July 28, 1996 or the date upon which
Lioyd's chooses to distribute the Finality Statement to State Names.

Article 13 - Counterparts

This Agreement may bo executed in ons ar more counterparts, each of which shail be deemed ta
boanodgime\nallofwhichshallboeomlduadmandﬂnm instrument.
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In Witness Whereof, the undersigned, being duly authorized, have execated this Asrcemexfit
a3 of tho L1th duy of July, 1996

'LLOYD'S

By: S/
Name:
Title:

THE STATE SECURITIES REGULATORS:

STATE OF COLORADO
By: IS/
Name:

Title:
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In Wltnm Whenot, the andersigned, being duly authorized, have uccuted this Aareement

as of the 11th day of July, 1996.

N

LLOYD'S

Name: Peter Lane
Tite: Managing Director, North America

THE STATE SECURITIES REGULATORS:
STATE QF COLORADO

Depu-tmemofhgulmnyﬁlgemiq
1580 Lincoln, Suite 420
Denver, Colorado 80203
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THE PROCESS

Pursusnt to Section 2.4 of the MOU and Article 1 of tho NASAA Agreement, the
Coordinating Committee hereby commurmicates 10 Lloyd's the State Credit allocgion process (the
“Process™) as follows:

1. SubjeamthcprovisiomofmoSmAmentmdthoNASAAAmmt,thc
Pmcessconsimofthmcdiﬂ'ucmlcvclamdisx'vaihblcmnﬂ U.S. Names (i) who reside in the -
States whose SmmiﬁeskwhtmmdxnmﬁcswﬂwSchmm;md(ﬁ)whompr
and comply with all the requirements of R&R ("Qualified Statc Numes").




- ~

.-o.-------60000-01-600.00'090i‘..ttyd‘ttltitclo,otvb’.‘ttt‘tto‘ogo.#Q.Oi.too000005

- £10.5 million distrityeq a8 if these credity were Tranche 1 debt cregys. Aqy surpluy
ﬁmdswiubaaddedrothom_ouanoeadon. :
- mmlnmm = X = %
Revised Position pogt PSL/Pre PAL (£191.0c1 0.5-capped femainder
' amount from Levea] One))
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DRAFT COMMUNICATION

Lloyd's ‘ Coordinating Committee

One Lime Stroet : ¢/o North American Securities Administrators
London EC3M THA Association

Fngland One Massachusetts Avenue, N.W,, Suite 310

Washington, D.C. 20001

STATZ CREDIT FUND

As a remilt of discussions between Lloyd’s and a Coordinating Committee (the
“Coordinating Committee™) of the North American Securities Administrators Associstion
(“NASAA™). many State Securities Regulators have clected to resolve their concerns
about alleged violations of state securitics lsw by entering into a State Agreement (the
“Agrecment”) with Lloyd’s resulting in the establistunem of a “State Credit Fund.”
Although Lloyd’s denies that it has violated any laws and danies that it is subject to the
jurisdiction of Statc Securities Regulatars, the Council of Lloyd’s has nevestheless
determined to resolve the state securities regulatory concerns in this manner in the
context of the R&R Plan.

The State Credit Fund consists of @ maximum of £40 million of debt credits to be
allocated according to0 a formuls developed solely by the Coordinating Committee
without Lloyd's approval or endorsement and will be divided into up to thres levels. The
benefits of the State Credit Fund erc available to U.S. Names residing in any state whose
State Securities Regulator has elacted to enter into the Agreement with Lloyd's and to
any such Name who hes accepted snd complies with all other espects of tho R&R
Scttlement Offer. A decision was made by the Coordinating Committes that allocations
from the Stats Settlement Fund to qualifying U.S. Names should not exceed an amount
that would put them in surplus, in order to maximize the benefits of the Fund and
climinate as much bardship as poasible.

The benefits of the frst level have been allocsted in such states to qualified U.S. Names
who:

. ceased underwriting before January 1, 1996; and

. ~havepoﬁ-PSLobhsaﬁommﬁﬂﬁnthnmummadd1ﬁonﬂpaymmof |
finds to Lloyd’s r the liquidation of collaterai in drawdown of a letter of

credit to Lloyd's.

Asmming,thamnximumSnﬁaSoﬁ!emmtﬁmdthmholdi:mcbﬂ(bnodonthc

number of states entering into the Agreemen), the first levet consists of approximately
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