EXHIBIT 7°

THE HOME INSURANCE COMPANY

" NOTE OF ADVICE

‘1; Wema&e&ba&%onthefoﬂéwﬁxgﬁ;wq%m -

1. thhefDn'ewvc2001n7lECoftheEmopeanPaﬂiamemandofﬁn
Comdlofl9Mm‘ch200|onthereorgan&tmmdwmdmupof :
: WW(WT‘WG")'.MWM L .
" (Reorganisation and Winding Up) Regulations 2003 (e~~~ 5
“Reguhtion")’upplytotthKtnnch(‘ticUKBnnch‘)oﬂhe : R
.HomclnanmceConpany(“tthome")lnpmmxhwemuked R -
toadvmwbeﬂntbembmgardmgﬂnprnntyofdmtedclmof o '
creditor apply. - . :
2. M&thewoﬂdwﬂcmnanccaedﬁomofthel-lom(m.notonly
‘thosecmdﬂonoftbeUKBnm:h)mmveandmnkalongs:deUK
** Braich creditors in an English procedure. | .
" '3, Whether English law will allow for the UK Branch’s assets to be ring-
’ ,wbrmmmmwmmnymﬂmmbenu!
retmmtothoscuednnn.. '

- prlintjon of the Directive and the Regulations to the Home
2. The Directive forms part of a series of EC measures, all issoed in the form of
Directives, designéd to bring about the coordination of laws, regulations and
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ofsuchbmnwhxdmgﬂsregulatorywpemsmn. Tbcpm-poseof _
) szoomvmemmmmwmdammmmm
undu'whlch“rwrgamsamnm md‘%nndmgupproceedmgs"my
.'A'takzplaccconccmmg"mncemdatakmgs"mdmmofsmh
: undmakmgs smlatedmnMunba State. - :

3. mmpoﬁcymmmmoughmseﬁmmmMM'

' _wmmmmmhtomwm‘ueﬂmﬁaﬁmd'
the principle of “hore stae supervision”. This utlises s distinction between.
the “home “ McmbaStateandlhc“hoa”MembaSme The former is
deﬁnedmAxbcleZ(e)ofDnectweZOOlll7astheMunba‘Stabmwhchan
' ins.mc:mdaiakmghnsbemamhomedtomgagemdrectmm

, bummhmorﬂmmmmsommmanECormmsofJ

" Difective 79/267/EEC. The expression “bost Member State™ is defined by -

Arbcch(i) oftbeDnecﬁveutbeMembuStateotbathmﬂwhomeMaﬂ:&f '

Statnmwhnhmmmnecundmahnghaubmmh.Undatbcpmxphof
, “homestatesupa-vmon tbemmofmnmncemndumhng
tlnoug}nuttheEC,mchxdmgﬁwsewtwﬁmpmmedhymof&amhu
sﬂuatedmot}uMemba Smu,uembpcuolheregulatoryconml ofa’ '
smgleauthomy,andasmglesyslcmoﬂaw.mmdytlatofthestatemwhnch
anthorisation has been granted. This stendardised modé of treatmeitt of *
mnnecundutahng:mdthurhnndmmothﬁ‘BChﬁembuStatesn
coug:lementedundanectxveMl/lWEbeconfmmxgmhmve
vadchonmmanmofmmmsamnorwmdmguptotbccompcm "
autborities of the bome Munber State* B

4. AhhoughtheprmryfowsoﬁbelmmDnctwntheeoorMonof

thecondna ofbusmmﬂroughomtheEbemnanccmdatakmgsformed .

M:rtbclawofoneoftheManwaMa.themmtmcoftheprmcqﬂeof'
. equal:tyw:thm theIntunalMarketsoqnmdaed.tommethcappl_:caﬁqn

’mMmDMvumlbe»uud’ﬂmCm'l anhvs“nhhngtom-hﬁmamee

(Directive 73/239/EEC of 23 July 1973, 051,228, l&llm)mdtbe"ﬁtﬂmmeew- ‘

* (Directive 79/267/EEC of S March 1979, O L 63, 13.3. 1979).Boﬂununbnwmhmbem
amended,
‘See:hemmmql)mdl(l)
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'afﬂnmnmdudsofkgnmmmmmmmmm E
'beadqmmmmwomdemwommymwmhmagmbum
wnhmtheBbemeamofomor'mchanduwﬂbmedby&coompcmn

. local authorities of the Member State in question. Accordingly by its Articles

 1(2) and 30 the provisions of the Directive arc made applicableto -

' mrganmbonmmandwmdmgupptoowdmgswncanmghanchs
' sﬂuatedmtthomm:tyofso—eaﬂed'!hndoo\mrymnnee

' undertakings™. ‘I‘hebasuoftrcatmcntmanhcasurstodcsxgnawtheMembcr
StatemwinchﬂnhranchubcatedastheWMmSmeandtomgﬂd
tbcwmpetentnuthonutsoﬁthembchmteanhcenhburq)onsibkibt )

" “home state supervision™. lnconseq\wnee,tbeprovmomoftheDmcﬂvc ‘
whnhanomzepmnmmmymhehomemmbuswewnhw ,
tothcambomngofmrgnmsatwnmemm,ortheopamgofwmdmgup o
,mwedmgs,mapphmbkwthehamhofathndwmymnm R

a undmmngontbcprmisethatthe‘honnManbcsm"mmtbeMmﬂia' ’

‘ Statemwmdnbckmdxhnbmgnmedmnhormmnmdmgtothc

: promnsmenboncdabovcmparayaph3’

s, rbenirec&vedmmpmpon‘tocﬁwmmmiﬁmﬁononhew .

; msolvencylawsofnﬂﬂ)cMamberStaw,&sappbcahktodmctmsmame
undestakings. Istead, its provisions standaidise the rules for exercise of - :

:"Jmndm:on,whilcallowmgthcpmceedmgatbcmelvutobegovanedm

" aloost all respects by the law of the Merber Stats in vhich they are” R
edndqctéd, save where specxﬁcpmvmon to the contrary is imposed under t.bc e
further provisions of the Directive.’ For present purposes, the most signibcant’ -
of the specific provisions made by the Directive is Axticle 10, which bmposes
: theobhgahonoanmberStatutomﬂhﬂmnmchnmtake
pmwdcnceovuauyothadannonﬂ)emamcmdemhng,wnhtheonly
.,posibhmqnnnof ' : :

’SecAmdeSO(l)ofﬂmedivm(Whnnumdmuymmdahkmghuhndm .
established in niore than mebiunbu’&ne.udnwdbwhmdindepmdaﬂyfumnm
wﬂntu&iﬁerﬂmﬂMm&S&umﬁe‘thﬂﬂew«mm )

".,-uduudwwcmwnbmmtanmw:m»
. ‘SeeArtxek:M lmd9ofthoDneleﬂ.losﬂhﬂ'wnhmdaledl9~25.
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" ‘According to Regulation 2(4), for the purposes of the Regulations a contract of
. 'insmccdoa:idtincl;ﬂearchgmwéwmm&mmhﬁmw}nse
UK authorisation is confined to the conduct of reinsurance business would not
qualify as a “third country insures” for the purposes of Regulation 48(b)."°

8, - According to the evidence available to s, it appears that the Home ineets the
criteria in Regulation 48(b) for it to be classified es a third country insurer: the
.jheadofﬁceofthcgomny‘isintheaateofNemeqnhie,USA.whhhis -
not an EEA State, and the company was authorised under the FSMA to
conductdnectmnmhmmﬂwUKmthclKanch.
Comeqncnﬂy mthceventofwmdmguppmwdmgscommgtheliome,
' Regulation 49 causes Parts IIT, IV and V of the Regulations to apply to the
. Homeasﬂ'refexmmthoscPaﬂstonUKmnumchdadarc&rmtoa
" third country fnsurer. 'Ihurmhsmthenppmn,in:a-alla,ofkcguhlnm |
201026mhmve,wh:chhavetbecﬂ'euofdmpplymgsecmnl750fthe
ImolvcncyAct l986(whchpmibwtbeorderofprnmyofpaymmtof
debtsmmsohmy).uﬂofwbsmmmgamod:ﬁedorderofpnontywhaeby
mmnmxc&bunmabcpmdamzﬂtcmmpmwkpm&nmwﬂddmuuwahnd .
.- ofall other debis." Thxsprovmonaccordswnhtbcmqumtsof.&mclc 10.
. :ofﬂmeuvedmibedmpamgnphSabovc. :

: Conclusion

9. . We conclude that the Dircctive and the Régulations apply to the UK Branch of
the Home, and that in the event of a winding up in England the spplicable
“ <ml=ofmolvwcthwinmchdeﬂ:emodxﬁedptovmomutop:nnty
whchmeonmmdmlhek:guh!»m. :

”&n&wkwmmnzﬂﬁmmhofﬂKnunf)wM&emmaqudhlmnmwhuh -
uumhmzmhpumsungnnmhm&r&nFﬂu&cnﬂunn&auﬂwdsduﬂwgcmhﬂnyn
relation to retnsurance confracts (emphasis added)..

" Regulation 21(2) of the Regulations, (“Insurance debe” is defined in Reg.2). Scoalso Reg 21(4)

'.'ﬁ@pmdamnmnmddnmﬁamnnymmmdmmdmubewdmmmme o .,

"uusnvmwﬁuunwnwd&aanﬂwtuwnhy¢u=muwﬂpmpUMml
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- nluolmcyAdm&G $.436 (definition of

Whether the worldwlde cndlton of the Home are enﬂlled to parﬁupau -
alongside UK Branch creditors

, 10 Regnlabons mPanmofthechuhbom,dechmthatthcgmﬂlawof
. msolvmcyhaseﬂ’ectmxehnontolmmms(whnh,asemhmdabow,
mmhaebereedasmchmmgamﬁrmtothndeomymm)mbjeum .
themvmmofthnmwmmdnmtm:nymalmhor A _ L )
mdxﬁanonuknpoﬂedmtotbcgcwalhwofmhmcybymypmviﬁon )
mngulahomStowmchmve,thesedisphecﬂnmlxoleha:would - SR
othcrwmapply.PutIHsmmlyeowemed@hmtper;ofnonnand S
. publicity of insolvency proceedings, primarily for the benefit of creditors and.
. regulatory suthoritics within the European Economic Area. There are alss L
 provisions in Regulation 13 designed to assist creditors in EBA Statesinthe * *
_ ‘pwc&ofmbmﬁmgtbexcmnom,thaemmpmvmwhnh o
displace or modify the fundarental principle of English insolyency law that .
.requmproceedmgsopcnedmthneomywbcmgptdgdasof‘ﬁmmr-“
effect, 50 that they spply to the whole of the debtor’s available property
*wherever situsted™.'? The corollary of this proposition is that meworwwsda'
ctednonoflbedebtormcbgmctopmmlpmcmﬁn!inglzhmo}vmcy
‘pmmdmg;ontmnsofeqnalnywnhtbedonmcuednom )

11. Although the right of equal pamc!patxm is accorded to u.e'wmuwide.
creditors, the processes of admission and ranking of claims, and of distribution
ofﬁuavhﬂabbisd;uéwmﬂedb}&gﬁshhw,nndmuhhn{cfy' .

4 mhecttothcovwdmgprmpluofEnghﬂ:pubﬁcpohcy"Thsﬂw
ehgi!ﬁhtyofmypammﬂarcradnoﬂomdmdmdmtheﬂng&h
.mg@nwgscanbeomﬂdenbythcopuabonofmachmomydoctﬁbe - } . e
such as that which deaies to forcign sovereignsiates theright to enforce peaal’. -+ -
or'nmuedaithngl'uhpl:ogeedh_gs." Snnﬂnb,anyaednouwhohvc '

- ; . .
5 See Bank of Credit and Commerce Internitional SA Wa.lQ(l”‘l]G.!B cspuz‘JS md246-24&,
per Scott V-C, (Article 9 of the Directive u;xm!ypnsaibuﬂm Ihe Iaw of the home Member Shu: '

. sball determine these and & pumber of other matters). i
W Govermamert of India v. Taylor [1955) A.C. 491 (EL). -
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owmwpmofwd&uwmmmmhmm
mthmtbesoopeofthc‘?:otchpot’docmmobligedtowco\mﬁotany

y mwbxchtheyhavemvedﬁommdswlmhpmpeﬂybcbngtotbc

. - debtor’s available estate.'s Subjecttouthncwummgﬁomtbe
cnamamuofmdwﬂmlchm&ﬂnworldwﬂeaednommehgibbw
' mdxvﬂendmmectofthcadmutedvameoftbwchmlneachmsc,
" acreditor willrank for dividend in sccordance with the order of priority

: p:csm'bedbyEnglnh]awbyvnmeofthemtmoﬂhedebt.lnﬂmconmu,

the modxﬁed rulaofpnomynnpoﬂed byRegtﬂabonszotoZGmappﬁcable. :

asakeadydmmedmpwagmplnSmdSabove.Itnngmﬁmmhowmﬁm
: nenbatbcmdzﬁadmlaofpnonty,mtﬂndcﬁnnmof“insmmdebt”

“pohcyboldcr‘nnd“pohcy”whwhamwpplndhy]{eguhﬂonz ofthe .
Regulabom, contamanywordmgtomdnatennunemonto createa

dsmnnbctwecnﬂnu'eatmcntofmnmedebuowedtopohcyboldmof ~::_- -
: meln(BmmhandthosewhmhmowedtopoﬁcyhdldmoftheHontua

rosult of its gencral operahons e]scwha'e inthe woﬂd.

Condnsioin

" 12. We tonclude that in an English winding up of the Hoine the proceedings

’ wouHmmnthemuaLmnvmdchnadaanthbewoxﬁwﬂ:mm ‘.'

cxcdnomofthehomewouldbemmlcdtoproveandmkalongschK
f Branchcrcdxtom.

.

. Whether English law would allow the ssseis of the UK Brinch'u'i’be hn'g-fzneed‘ -
" for UK Branck credlton, thcreby potenthlly multing ln better ntnms to thou

crcditon?

13 See Cleaver., auaMmkmmamouums.mouzncsu (r.c.L
% Regnlation 2 of the Regulations incorporates by referéoce the definition of “policyholder™ given

W

- the Financial SerweamdMMAdmmemhgd'Wmd “Pobcyboldﬂ")Ord«ZOOl S1
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hwnrﬂpolwy,asapphwbbtomsohmcym”Smcethepanpm
: mmmnoﬁhcclamofanuednorscommwoneowmﬁmdmml _
prmcxplsofEnghshmolvcncylaw no@ammloryhuhncntofclanm,or.
Momonoftheprmcribedpmcoso};dxstrﬂ)mpn,wm,bepumnqd.

Conclusion .
1, WethatfoxecondudethatlinglshlawwﬂlnotanowfortbeUKBnmh
assetslobcmg—kmedfonbebanﬁtofUKanhceduon,ntbeaqawse g
ofaccordmgethtyofmmmttothcmmm(credxtommtheeourseoﬁhe

adxmmstmnonofﬂzc mrldwxdematcof!he Homc.

-»RobinKnowluQC. . ,' ¢ 3-4South Square-- -
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