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DATE: November 20, 2012

TO: Permit Holders

FROM: Scott Speer

RE: Fl agst one Rei nsurance Hol dings, S. A ("FSR') Proposed Merger

wi th Validus Holdings, Ltd. ("VR")

Shareholders of Flagstone Reinsurance Holdings, S.A . ("FSR") will vote on
Wednesday, November 28, 2012, to approve a proposed Merger between FSR and
Validus UPS, Ltd., a wholly owned subsidiary of Val idus Holdings, Ltd. ("VR").
Pursuant to the terms of the Merger, each share of FSR Common Stock
outstanding immediately prior to the consummation o f the Merger will be
converted into the right to receive 0. 1935 of a share of VR Common Stock, plus
$2.00 cash (less any applicable withholding taxes and without interest). The
Merger is expected to become effective in the fourt h quarter of 2012.

THE FOREGOING IS AN UNOFFICIAL SUMMARY OF THE TERMS OF THE MERGER, PREPARED BY
CBOE FOR THE CONVENIENCE OF ITS PERMIT HOLDERS. CB OE ACCEPTS NO
RESPONSIBILITY FOR THE ACCURACY OR COMPLETENESS OF THE SUMMARY. PERMIT
HOLDERS SHOULD REFER TO THE FLAGSTONE REINSURANCEMHLDINGS, S.A. AND VALIDUS
HOLDINGS, LTD. JOINT PROXY STATEMENT/PROSPECTUS DATED OCTOBER 23, 2012, FOR
THE AUTHORITATIVE DESCRIPTION OF THE MERGER AND ALL OF ITS TERMS AND
CONDITIONS.

Contract Adjustnents

Pursuant to Article VI, Section 11 and 11A, of OCC' s By-Laws, all outstanding

FSR options shall be adjusted as follows. On the b usiness day immediately
following the Effective Time of the Merger, each ad justed Flagstone
Reinsurance Holdings, S.A. contract will require th e receipt or delivery of:

(A) 19 shares of VR Common Stock; plus (B) $200.00 cash (less any applicable
wi thholding taxes and w thout interest); plus (C cash in lieu of 0.35
fractional share of VR Commpbn Stock. Premiums for the adjusted Flagstone
Reinsurance Holdings, S.A. options will continue to be calculated on the basis

of a multiplier of 100, i.e., for premium and strik e-price extensions, 1.00

will equal $100. The Flagstone Reinsurance Holding s, S.A. option symbol will

changeto VRL.

Adjusted Option Symbols

On the business day immediately following the Effec tive Time of the Merger,
trading in the FSR option series will be on an adju sted basis. At 8:30 A.M.,
Chicago time, the following symbol adjustments to t he options will be
effected:
EXI STI NG SERI ES ADJUSTED SERI ES*
FSR 250 2012-12-22 C/P => VR1 2.50 2012-12-22 C/P
FSR  5.00 2012-12-22 C/P => VR1 5.00 2012-12-22 C/P
FSR 7.50 2012-12-22 C/P => VR1 7.50 2012-12-22 C/P
FSR 10.00 2012-12-22 C/P => VR1 10.00 2012-12-22 C/P

FSR 12.50 2012-12-22 C/P => VRl 1250 2012-12-22 C/P
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EXI STI NG SERI ES ADJUSTED SERI ES*

FSR 2.50 2013-01-19 C/P = VR1 2.50 2013-01-19 C/P
FSR 5.00 2013-01-19 C/P => VR1 5.00 2013-01-19 C/P
FSR 7.50 2013-01-19 C/P = VR1 7.50 2013-01-19 C/P
FSR 10.00 2013-01-19 C/P => VR1 10.00 2013-01-19 C/P
FSR 12.50 2013-01-19 C/P = VR1 1250 2013-01-19 C/P
FSR 15.00 2013-01-19 C/P => VR1 15.00 2013-01-19 C/P
FSR 2.50 2013-03-16 C/P => VR1 2.50 2013-03-16 C/P
FSR 5.00 2013-03-16 C/P = VR1 5.00 2013-03-16 C/P
FSR 7.50 2013-03-16 C/P => VR1 7.50 2013-03-16 C/P
FSR 10.00 2013-03-16 C/P == VR1 10.00 2013-03-16 C/P
FSR 12.50 2013-03-16 C/P = VR1 1250 2013-03-16 C/P
FSR 2.50 2013-06-22 C/P => VR1 2.50 2013-06-22 C/P
FSR 5.00 2013-06-22 C/P = VR1 5.00 2013-06-22 C/P
FSR 7.50 2013-06-22 C/P => VR1 7.50 2013-06-22 C/P
FSR 10.00 2013-06-22 C/P = VR1 10.00 2013-06-22 C/P
FSR 12.50 2013-06-22 C/P = VR1 1250 2013-06-22 C/P
FSR 15.00 2013-06-22 C/P = VR1 15.00 2013-06-22 C/P
FSR 17.50 2013-06-22 C/P = VR1 17.50 2013-06-22 C/P

* Any additional FSR series that are added prior to the effective time of the

merger will also be adjusted in the nanner described above.

Settlement

The OCC will delay settlement of VR1 exercise and a ssignment activity until

the end of "when issued" trading in VR, if any, and until the determination of

the cash-in-lieu amount for the 0.35 fractional sha re of VR Common Stock.

Hypothetical Pricing Example

Based on a 0.1935 Exchange Ratio, the Flagstone Rei nsurance Holdings, S.A.
adjusted contract deliverable is: (A) 19 shares of VR Common Stock; plus (B)
$200.00 cash; plus (C) cash-in-lieu of 0.35 share o f VR Common Stock. Assume

a hypotheti cal cash-in-lieu amount of $11.95. Under these circum stances a
hypot het i cal adjusted VR1 underlying "price” may be determined as follows:

VR1 = 0.19(VR) + $2.00 + $11.95/100, rounded to the nearest 1/100 th_ For
example, if VR closes at $34.25, the underlying "pe r-share price" of VR1 would

be:

0.19($34.25) + $2.00 + $11.95/100
= $6.5075 + $2.00 + $0.1195

= $8.627

= $8.63 (rounded to the nearest 1/100 )
In this hypothetical example, a VR1 7.50 Call contr act would be $113.00 in the
money (difference of strike amount of $7.50 x 100 = $750.00 and the underlying

deliverable "value" of $863.00 = $8.63 x 100).



GTC Order Conversion

On the Effective Date of the Merger, immediately af
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1-888-OPTIONS (1-888-678-4667). CBOE contract adjus
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http://www.cboe.com/ContractAdjustments
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