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INTRODUCTION

1 Interpretation

1.1 In this Scheme, unless to context otherwise requires, the following words or phrases
have the following meanings:

“Act” means the Financial Services and Markets Act 2000, as amended;

“Arbitrator” means the person or persons to whom the Transferor and NFU have
referred the NFU Dispute with a view to its resolution;

“Avon Insurance” means Avon Insurance plc;

“Business Day” means a day (other than a Saturday or Sunday) on which banks are
open for general business in London;

“Court” means the High Court of Justice in England;



“Customer Data” means the personal data (as defined in the Data Protection Act
1998, as amended) of the Customers and which form part of the Records;

“Customers” means the customers and former customers of the Transferor;

“Data Controller” has the meaning attributed to that term in Section 1 of the Data
Protection Act 1998, as amended;

“Effective Time” means the time and date at which this Scheme shall become
effective, as contemplated in paragraph 3;

“Fortis” means Fortis Insurance Limited, incorporated in England and Wales with
company number 354568 whose registered office is at Fortis House, Tollgate,
Eastleigh, Hampshire SO53 3YA;

“Fortis Agreement” means the agreement constituted by the quota share

reinsurance agreement between the Transferor and Fortis dated 28 November 2007;

“FSA” means the Financial Services Authority;

“Heath Lambert” means Heath Lambert Limited, incorporated in England and
Wales with company number 1199129 whose registered office is at 133 Houndsditch,
London EC3A 7AH;

“Heath Lambert Agreement” means an agreement dated 3 April 2007 between the
Transferor and Heath Lambert, as amended by a letter from Heath Lambert dated
21 August 2007 and accepted by the Transferor;

“Insurance Business” means the business carried on by the Transferor of (i)
dealing with the Policies prior to the Effective Time (including matters arising out
of changes to the insured and items or circumstances insured or other
circumstances affecting the Policies which are not claims or potential claims), (ii)
dealing with matters under the NFU Agreement, the Fortis Agreement, the NFU
Service Agreement and the Heath Lambert Agreement and (iii) dealing with claims
and potential claims under the Policies;

“Insurance Claims Information” means all information relating to claims made
under any Policy and which is either (i) held by or on behalf of the Transferor or (ii)
comprised in the NFU Data;



“NFU” means The National Farmers Union Mutual Insurance Society Limited,
incorporated and registered in England with company number 111982 whose
registered office is at Tiddington Road, Stratford-Upon-Avon, Warwickshire CV37
7BJ;

“NFU Agreement” means the agreement constituted by the quota share
reinsurance agreement between Avon Insurance and the Transferor dated 1 July
2001, a novation agreement between Avon Insurance, the Transferor and NFU dated
21 January 2003, and an amending agreement made between Avon Insurance, the
Transferor and NFU dated 10 September 2003;

“NFU Data” means all rights of Transferor, if any, in any data held by NFU in

relation to any of the Policies including Insurance Claims Information;

“NFU Dispute” means the commercial dispute existing as at the Effective Time
(which is subject to arbitration proceedings which are ongoing as at Effective Time)
between the Transferor and NFU in connection with historical profit share
arrangements and, in particular, about the interpretation of a specific clause
relating to profit share arrangements in the NFU Agreement and the calculation and
agreement of a sum due to the Transferor representing profit as a result of profit

share not having been previously allocated to the Transferor;

“NFU Retained Assets” means:

(a) all rights arising out of the NFU Dispute including, without
limitation, (i) the sum either determined by the Arbitrator (or by
any court of competent jurisdiction) or agreed between the
Transferor and NFU in any settlement agreement entered into
between the Transferor and NFU to be due and payable by NFU to
the Transferor representing profit and (ii) all other sums (including
costs) determined by the Arbitrator (or by any court of competent
jurisdiction) or agreed between the Transferor and NFU in any
settlement agreement entered into between the Transferor and
NFU to be due and payable by NFU to the Transferor; and

(b) the entitlement to any further profit share that becomes due under
the NFU Agreement; and

(c) any rights necessary under the NFU Agreement to claim and

determine the Transferor’s entitlement to profit;

“NFU Retained Liabilities” means all liabilities arising out of the NFU Dispute
including, without limitation (i) any sums determined by the Arbitrator (or by any



court of competent jurisdiction) or agreed between the Transferor and NFU in any
settlement agreement entered into between the Transferor and NFU to be due and
payable by the Transferor to NFU and (ii) any obligation on the Transferor under
the terms of the NFU Agreement or as determined by the Arbitrator (or by any
court of competent jurisdiction) or agreed between the Transferor and NFU in any
settlement agreement entered into between the Transferor and NFU to pay costs in
respect of the NFU Dispute to NFU;

“NFU Service Agreement” means the agreement constituted by the service
agreement between Avon Insurance plc and the Transferor dated 7 December 2002,
a novation agreement made between Avon Insurance plc, the Transferor and NFU
dated 21 January 2003 and a second deed of variation between the Transferor and
NFU dated 28 October 2004 under the terms of which NFU handles, inter alia, all
aspects of policy administration, claims management and the provision of

management information for businesses;

“NPA” means National Pharmacy Association Limited incorporated and registered in
England with company number 1281757 whose registered office is at Mallinson
House 40-42 St Peter's Street St Albans Hertfordshire AL1 3NP;

“Order” means an order by the Court under Section 111 of the Act sanctioning this
Scheme and any order (including any subsequent order) in relation to this Scheme

made by the Court pursuant to Section 112 of the Act;

“Policies” means all insurance policies written or issued by the Transferor at any
time and “Policy” shall be construed accordingly and where the context admits
“Policies” shall also include cover notes issued by the Transferor and “Policy”

shall include a cover note so issued;

“Profit Share” means the profit share payable by Fortis to the Transferor in terms
of clause 5.8 and Schedule 3 part |l of the Fortis Agreement in respect of the profit
(if any) made in respect of Policies reinsured by Fortis in terms of the Fortis

Agreement;

“Records” means, to the extent not transferred to the Transferee under the terms
of the Sale Agreement, all and any right, interest or entitlement of the Transferor
in all data held by the Transferor in relation to any of the Policies including

Insurance Claims Information and the NFU Data;



“Reinsurance Contracts” means (i) all reinsurance treaties or agreements which
the Transferor has entered into with any reinsurer regarding any of the Policies and
(ii) any insurance instrument entered into by the Transferor, including, without
limitation, the Fortis Agreement and the NFU Agreement and “Reinsurance

Contract” shall be construed accordingly;

“Residual Assets” means any asset forming part of the Transferred Business which
falls within one of the following:
(a) any property or other rights of the Transferor in respect of which the
Court has declined to order the transfer to the Transferee under
Section 112(2) of the Act;
(b) any property of the Transferor which is outside the jurisdiction of the
Court or in respect of which its transfer pursuant to an order of the
Court is not recognised by the laws of the jurisdiction in which the
property is situated;
(c) any property of the Transferor which cannot be transferred or vested
in the Transferee for any other reason; or
(d) any proceeds of sale or income or other accrual or return, whether or
not in the form of cash, earned or received from time to time after
the Effective Time in respect of any property referred to in
paragraphs (a) to (c) of this definition;

“Residual Liability” means any liability forming part of the Transferred Business:
(a) that is attributable to or connected with a Residual Asset and arises
at any time before the Subsequent Transfer Date applicable to that
Residual Asset; or
(b) in respect of which the Court has declined to order the transfer to
the Transferee under Section 112(2) of the Act; or
(c) which cannot be transferred to or vested in the Transferee for any

other reason;

“Sale Agreement” means the agreement dated 5 October 2007 entered into
between the Transferor, the Transferee and National Pharmacy Association Limited
(incorporated and registered in England with company number 1281757 whose
registered office is at Mallinson House 40-42 St Peter's Street St Albans
Hertfordshire ALt 3NP) in terms of which the Transferor agreed to sell to the
Transferee the Renewal Rights together with the related Intellectual Property
Rights and the other assets comprised in the Assets (as each such term is defined
therein) all on the terms and conditions set out in that agreement, as such

agreement was amended by the terms of the Supplemental Sale Agreement;



“Scheme” means the proposed insurance business transfer scheme from the

Transferor to the Transferee under the terms of the Act;

“Subsequent Transfer Date” means in relation to any Residual Asset or Residual
Liability, the date (and each date) after the Effective Time on which such Residual
Asset or Residual Liability is or is to be transferred to the Transferee, namely:

(a) in respect of any Residual Asset falling within paragraphs (a), (b) or
(c) of the definition of “Residual Assets”, and of any Residual
Liability which is attributable to or connected with that Residual
Asset or which falls within paragraphs (b) or (c¢) of the definition of
“Residual Liability”, the date on which any impediment to its

transfer shall have been removed or overcome; and

(b) in respect of any Residual Asset falling within paragraph (d) of the
definition of “Residual Assets” and of any Residual Liability which is
attributable to or connected with that Residual Asset, the date on
which the Transferor and the Transferee agree the transfer should
take effect;

“Supplemental Sale Agreement” means the agreement dated 22 November 2007
entered into between the Transferor, the Transferee and NPA which is

supplemental to and amends the terms of the Sale Agreement;

“Transferee” means NPA Insurance Limited incorporated and registered in England
with company number 64269 whose registered office is at Mallinson House, 40-42 St
Peter's Street, St Albans, Hertfordshire AL1 3NP;

“Transferor” means The Pharmacy Mutual Insurance Company Limited
incorporated and registered in England with company number 184646 whose
registered office is at Mallinson House, 40-42 St Peter's Street, St Albans,
Hertfordshire AL1 3NP;

“Transferred Assets” means the rights, claims, benefits and powers of the
Transferor under or by virtue of the Policies, the NFU Data, the Insurance Claims
Information, the NFU Service Agreement, the Heath Lambert Agreement and any
Reinsurance Contract to the extent that they reinsure any Policy and the interest of
the Transferor in all books and Records to the extent that they relate to the
Policies, the NFU Data, the Insurance Claims Information, the NFU Service



1.2

Agreement, the Heath Lambert Agreement or the Reinsurance Contracts and all
claims and potential claims relating to any Policies but not including the NFU

Retained Assets;

“Transferred Business” means the Transferred Assets and the Transferred
Liabilities;

“Transferred Liabilities” means all liabilities of the Transferor at the Effective
Time whatsoever under (i) the Policies, (ii) any Reinsurance Contract, (iii) the NFU
Service Agreement and (iv) the Heath Lambert Agreement, but not including the
NFU Retained Liabilities;

“Transferring Policyholders” means those policyholders of the Transferor holding
Policies that are proposed to be transferred from the Transferor to the Transferee

under the terms of this Scheme;

Unless the context otherwise requires, the following rules of interpretation apply in
this Scheme:

1.2,1 paragraph headings shall not affect the interpretation of this Scheme;

1.2.2 “assets” includes property, rights and powers of any description;

1.2.3 “liabilities” includes (without limitation) duties and obligations of every

description (whether present or future, actual or contingent);

1.2.4 “property” includes property, assets, rights (including contingent rights as
to the repayment of tax), benefits and powers of every description
{whether present or future, actual or contingent) and, for the avoidance of
doubt, includes external and internal reinsurance (where relevant) and
includes property held on trust and any interest whatsoever in any of the
foregoing;

1.2.5 “transfer” includes (as the context may require) “assign”, “assignment”,

“dispose” or “disposal” or “convey” or “conveyance”;

1.2.6 a “person” includes an individual, natural person, partnership, joint
venture, organisation, trust or agency and a corporate or unincorporated

body (whether or not having a separate legal personality);



1.3

1.2.7

1.2.8

1.2.9

1.2.10

1.2.11

1.2.12

1.2.13

1.2.14

a reference to “this Scheme” (or any specified provision of it) or any other
document shall be construed as a reference to this Scheme, that provision
or that document as in force for the time being and as amended, novated,

varied or supplemented from time to time;

a reference to a “company” shall include any company, corporation or

other body corporate, wherever and however incorporated or established;
words in the singular shall include the plural and vice versa;

a reference to one gender shall include a reference to the other gender;
save as expressly provided otherwise, any reference in this Scheme to an
enactment, a statutory provision or any subordinate legislation shall be
deemed to include a reference to that enactment, statutory provision or
subordinate legislation as amended, replaced or re-enacted from time to
time and to any instrument or order made from time to time under such

enactment, statutory provision or subordinate legislation;

expressions used in this Scheme which have meanings under the Act shall

bear those meanings;

a reference to writing or written includes faxes but not e-mail; and

references to paragraphs are to the paragraphs of this Scheme.

The Transferor, the Transferee and the Proposal to Transfer the Transferred

Business

1.3.1

1.3.2

Each of the Transferor and the Transferee is authorised under the Act to

effect and carry out contracts of general insurance in the UK.

It is proposed to transfer the Transferred Business to the Transferee in
accordance with this Scheme, subject to, and in accordance with Part VIl of
the Act.



1.4

1.5

1.6

1.7

1.8

OPERATIVE PROVISIONS

Transfer of insurance Business

1.4.1 At and with effect from the Effective Time the whole of the insurance
business of the Transferor will be transferred to and be vested in the

Transferee in accordance with this Scheme, so that:

1.4.1.1 At and with effect from the Effective Time, the Transferred Assets
other than the Residual Assets and all the interest of the Transferor
in them shall by the Order be transferred to the Transferee; and

1.4.1.2 At and with effect from each Subsequent Transfer Date, each
Residual Asset to which each Subsequent Transfer Date applies and
all interest of the Transferor in it shall by the Order be transferred to

the Transferee.

The Transferee shall accept without investigation, requisition or objection such title
as the Transferor shall have at the Effective Time to the Transferred Business and the
Transferred Assets (other than the Residual Assets) and, at each Subsequent Transfer

Date, to each Residual Asset transferred on that Subsequent Transfer Date.

The Transferor shall, from the Effective Time, hold any Residual Assets as trustee for
the Transferee.

The Transferor shall be subject to the Transferee’s directions in respect of any
Residual Assets from the Effective Time until the relevant property is transferred to
or otherwise vested in the Transferee or is disposed of, and the Transferee shall have
authority to act as the attorney of the Transferor in respect of such property for all

such purposes.

In the event of any payment being made to, property being received by or right being
conferred upon the Transferor after the Effective Time in respect of the Transferred
Business, any Transferred Asset or any Residual Assets, the Transferor shall hold the
same on trust for the Transferee and as soon as is reasonably practicable after its
receipt, pay over the full amount of such payment or (to the extent to which it is
able to do so) transfer such property or rights to, or in accordance with the directions

of, the Transferee.



1.9

The Transferee shall indemnify the Transferor on demand against any costs incurred
in making any such payment or transfer pursuant to paragraph 1.8 above, such costs
to have been reasonably incurred.

2 Transfer of liabilities

2.1

2.2

2.3

At and with effect from the Effective Time, the Transferred Liabilities (other than
the Residual Liabilities) shall by the Order without any further act or instrument be
transferred to, and become liabilities of, the Transferee and shall cease to be

liabilities of the Transferor.

On each Subsequent Transfer Date, each Residual Liability to which such Subsequent
Transfer Date applies shall by the Order and without any further act or instrument
be transferred to, and shall become a liability of, the Transferee and shall cease to
be a liability of the Transferor.

At and with effect from the Effective Time, the Transferee shall discharge on the
Transferor’s behalf or, failing that and subject to paragraphs 1.6 to 1.9 above, shall
indemnify the Transferor against all Transferred Liabilities that are not, or not
capable of being, transferred at the Effective Time by this Scheme or by any vesting
under Section 112 of the Act until such liability is transferred to and becomes a
liability of the Transferee.

3 The Effective Time

3.1

3.2

Subject to the Court having made the Order this Scheme shall take effect at 00.01
(London time) on 15 December 2008 or such other time and date as may be specified
in the Order and unless this Scheme shall become operative on or before 30 April
2009 or such later date as the Court may allow upon the application of the Transferor

and the Transferee, it shall lapse and have no force or effect.

At any time prior to the Effective Time, the Transferor and the Transferee shall be at
liberty to apply jointly to the Court for a further order, specifying an alternative time
and date which shall then become the Effective Time for the purposes of this Scheme
and this Scheme shall then become operative on and from the time and date so

specified, and provided further that in any such case:

3.2.1  The FSA shall be notified of and have the right to be heard at any hearing of
the Court at which such application is considered; and



3.2.2 Such application shall be accompanied by a certificate from the independent
expert that requires to be instructed in connection with this Scheme to the
effect that in his opinion the proposed amendment will not materially
adversely affect the security of any relevant policyholders of the Transferor.

Consideration, Acknowledgements and Payments

The consideration for the transfer of the Transferred Assets is the assumption by the

Transferee of the Transferred Liabilities and, as provided in the Sale Agreement, no further

payment is due or will be due from the Transferor to the Transferee in respect of the

transfer under this Scheme.

Continuing of references in Contracts of Insurance and in other contracts and documents

5.1

5.2

5.3

In this paragraph 5 and paragraph 10 a “Contract of Insurance” means any
instrument evidencing a Policy the whole or part of which is included in the
Transferred Business.

At and with effect from the Effective Time, references to the Transferor in contracts
or other documents with any third party relating to a Policy, including, but without
limitation, any data protection consents and/or any data protection notices, shall be
read and construed as if the same were references to the Transferee so that such
references shall take effect as if the Transferee was the original party to the contract
or original party subject to or benefiting from other such documents, including any
such data protection consents and/or any data protection notices, in place of the
Transferor in respect of such Policy.

All references in any Contract of Insurance to the Transferor or to the directors, the
auditor or any other officer of the Transferor shall, to the extent that such Contract
of Insurance relates to a Policy, from the Effective Time be read as references to the
Transferee or to the directors, the auditor or other officers of the Transferee (as the
case may be). In particular, but without limitation, all rights and/or duties
exercisable or expressed to be exercisable or responsibilities to be performed by the
Transferor or by the directors, the auditor or any other officer of the Transferor in
relation to any of the Policies shall, from the Effective Time, be exercisable or
required to be performed by the Transferee or by the directors, the auditor or other
officers of the Transferee (as the case may be).



6

Reinsurance Contracts and other agreements

6.1

6.2

6.3

Any Reinsurance Contract (including, for the avoidance of doubt, but without
limitation, the Fortis Agreement and the NFU Agreement) which relates to the
Policies shall from the Effective Time (or in the case of a Residual Asset or Residual
Liability, shall from the Subsequent Transfer Date applicable to it) continue in force
with the substitution of the Transferee in place of the Transferor as a party thereto
and on the basis that the Transferee has the benefit (subject to the burden) thereby
in respect of all the relevant Policies for all purposes as if references therein
(however worded and whether express or implied) to the Transferor were references
to the Transferee.

The liabilities of the Transferor under any other agreement entered into by the
Transferor in connection with the Insurance Business and/or the Policies (including,
for the avoidance of doubt, but without limitation, the Heath Lambert Agreement
and the NFU Service Agreement) or under any data protection consents and/or any
data protection notices shall from the Effective Time continue in force with a
substitution of the Transferee in place of the Transferor as a party thereto or, as the
case may be, as the party subject to or benefiting from any such data protection
consents and/or data protection notices on the basis that the Transferee has the
benefit (subject to the burden) thereby in respect of the Insurance Business and all
the relevant Policies for all purposes as if references therein (however worded and

whether express or implied) to the Transferor were references to the Transferee.

To the extent that:

6.3.1 any provision of any Reinsurance Contract (including, without limitation, the
NFU Agreement and the Fortis Agreement); or

6.3.2 the liabilities of the Transferor under any agreement entered into by the
Transferor in connection with the Insurance Business and/or the Policies
(including, for the avoidance of doubt, but without limitation, the Heath

Lambert Agreement and the NFU Service Agreement)

is not transferred to the Transferee under the terms of the Order and therefore the
Transferee is not deemed to be automatically substituted for the Transferor in any
such Reinsurance Contract or other agreement the Transferor agrees that it will use
all reasonable endeavours to obtain the agreement of the relevant counterparty(ies)
to any such Reinsurance Contract or other agreement to transfer the rights and
obligations of the Transferor under any such Reinsurance Contract or other
agreement to the Transferee.



Profit Share

In the event that this Scheme takes effect during 2008, the Transferor will pay to the
Transferee the whole of the Profit Share payable by Fortis to the Transferor applicable to
the calendar year 2008, subject to a minimum of £50,000. In the event that this Scheme
takes effect during 2009, the Transferor will pay to the Transferee a fixed sum of £50,000,
regardless of the actual amount of Profit Share payable by Fortis to the Transferor.

Continuity of proceedings

Save for the NFU Dispute, any proceedings which are at the Effective Time pending by or
against the Transferor, to the extent that they relate to the Transferred Business (or, in
connection with a Residual Asset or Residual Liability, on and with effect from the
Subsequent Transfer Date applicable to it) shall from the Effective Time be continued by or
against the Transferee and the Transferee shall be entitled to any and all defences, claims,
counter-claims and rights of set-off that would have been available to the Transferor in

relation to the relevant part(s) of such proceedings.
Property and liabilities remaining with the Transferor

9.1 In any case where any property of the Transferor proposed to be transferred under
this Scheme is not, or is not able to be, transferred to the Transferee at the Effective
Time, the Transferor will hold such property on trust for the Transferee and will act
in accordance with the Transferee’'s directions in relation to that property unless and
until such property is subsequently transferred. Similarly certain liabilities of the
Transferor proposed to be transferred to the Transferee may not be transferred
immediately under this Scheme. In any such case, the Transferee will indemnify the
Transferor on an after-tax basis against, among other things, any such liabilities until

the liability is transferred to the Transferee.

9.2 The NFU Retained Assets and the NFU Retained Liabilities shall not be transferred
under this Scheme to the Transferee at the Effective Time and that the provisions set
out in paragraph 9.1 shall not be applicable to either the NFU Retained Assets or the
NFU Retained Liabilities. The Transferor shall retain all rights and interest in the NFU
Retained Assets and shall be wholly liable as between the Transferee and it for the
NFU Retained Liabilities.









