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Primus Guaranty, Ltd.

Clarendon House, 2 Church Street
Hamilton HM 11, Bermuda

Tel: 441-296-0519

United States Mailing Address:

c/o Primus Asset Management, Inc.
360 Madison Avenue, 23rd Floor
New York, New York 10017

Tel: 212-697-2227

March 20, 2007
Dear Shareholder,

You are cordially invited to attend the 2007 Annual General Meeting of Shareholders of Primus Guaranty, Ltd., which
will be held on May 8, 2007 at 8:00 A.M., local time, at The Elbow Beach Hotel, 60 South Shore Road, Paget Parish,
Bermuda.

Details of the business to be presented at the meeting can be found in the accompanying Notice of Annual General
Meeting and Proxy Statement. Whether or not you are able to attend, it is important that your shares be represented at
the meeting. Accordingly, we ask that you please complete, sign, date and return the enclosed proxy card at your
earliest convenience.

On behalf of the Board of Directors and management of Primus, I extend our appreciation for your continued support.
Yours sincerely,

Thomas W. Jasper
Chief Executive Officer

PRIMUS GUARANTY, LTD.

NOTICE OF 2007 ANNUAL GENERAL MEETING OF SHAREHOLDERS
TO BE HELD MAY 8, 2007

NOTICE IS HEREBY GIVEN that the 2007 Annual General Meeting of Shareholders of Primus Guaranty, Ltd. will
be held on May 8, 2007 at 8:00 A.M., local time, at The Elbow Beach Hotel, 60 South Shore Road, Paget Parish,
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Bermuda for the following purposes:

1. To elect four Class I directors to hold office for three years and until their successors are
elected and qualified;
2. To appoint Ernst & Young LLP as the Company’s independent auditors and to authorize the
Audit Committee of the Board of Directors to set the auditors’ remuneration; and
3. To consider and act on such other business as may properly come before the meeting or any
adjournment or postponement thereof.
During the meeting, management also will present the Company’s audited consolidated financial statements for the
fiscal year ended December 31, 2006. Copies of the financial statements are contained in the Company’s 2006 Annual
Report to Shareholders and Annual Report on Form 10-K, which are being mailed to shareholders together with this
proxy statement.

Only holders of record of the Company’s common shares on March 19, 2007 are entitled to notice of, and to vote at,
the Annual General Meeting and any adjournment or postponement thereof. Whether or not you plan to attend the
meeting, please complete, sign, date and return the enclosed proxy card to ensure that your common shares are
represented at the meeting. Shareholders of record who attend the meeting may vote their common shares in person,
even though they have sent in proxies.

By Order of the Board of Directors,
Scott H. Davis
Secretary

March 20, 2007

PLEASE PROMPTLY COMPLETE, SIGN, DATE AND RETURN THE ENCLOSED PROXY CARD. THE
PROXY IS REVOCABLE AND IT WILL NOT BE USED IF YOU: GIVE WRITTEN NOTICE OF REVOCATION
TO THE SECRETARY OF PRIMUS GUARANTY, LTD., CLARENDON HOUSE, 2 CHURCH STREET,
HAMILTON HM 11, BERMUDA PRIOR TO THE VOTE TO BE TAKEN AT THE MEETING; SEND ANOTHER
PROXY CARD WITH A LATER DATE; OR ATTEND AND VOTE AT THE MEETING.

PRIMUS GUARANTY, LTD.
PROXY STATEMENT

ANNUAL GENERAL MEETING OF SHAREHOLDERS
TO BE HELD ON MAY 8§, 2007

This proxy statement is furnished in connection with the solicitation of proxies by the Board of Directors of Primus
Guaranty, Ltd., a company organized under the laws of Bermuda, for use at the Company’s Annual General Meeting of
Shareholders to be held at The Elbow Beach Hotel, 60 South Shore Road, Paget Parish, Bermuda, on May, 8, 2007 at
8:00 A.M., local time, and at any adjournments or postponements thereof.

The Notice of Annual General Meeting, this proxy statement and the enclosed form of proxy are first being sent or
given to shareholders of the Company on or about April 5, 2007.
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Purposes of Meeting

The purposes of the meeting are to consider and act upon the following matters:

1. To elect four Class I directors to hold office for three years and until their successors are
elected and qualified;
2. To appoint Ernst & Young LLP as the Company’s independent auditors and to authorize the
Audit Committee of the Board of Directors to set the auditors’ remuneration; and
3. To consider and act on such other business as may properly come before the meeting or any
adjournment or postponement thereof.
Record Date

Only holders of record of the Company’s common shares at the close of business on March 19, 2007, the record date,
are entitled to notice of, and to vote at, the meeting or any adjournment or postponement thereof. The Company’s
common shares are its only outstanding class of voting securities. Each common share entitles the holder of record
thereof to one vote. As of the record date, there were 44,942,218 common shares outstanding.

How You Can Vote
Shareholders of record can vote in either one of the following ways:

* by completing, signing and returning the enclosed proxy card; or

* by attending the Annual General Meeting and voting in person.
Shareholders who hold their shares through a broker, bank or other nominee (in *‘street name’’) must vote their shares in
accordance with the procedures prescribed by their broker, bank or other nominee. Shareholders who wish to vote
using the enclosed proxy card should sign and return their signed proxies before the Annual General Meeting. The
proxies will vote their shares as they direct.

Shareholders can specify whether their shares should be voted for all, some or none of the nominees for director
(Proposal One on the proxy card). They can also specify whether they approve, disapprove or abstain from the other
proposals to be presented at the meeting.

If you do not specify on your proxy card how you want to vote your shares, the proxies will vote them ‘‘FOR’’ the
election of all nominees for director as set forth under Proposal One, ‘‘FOR’’ Proposal Two and, with respect to any
other matters which may properly come before the Annual General Meeting or any adjournment or postponement
thereof, at the discretion of the proxy holders.

1

Revocation of Proxies
You may revoke your proxy at any time before it is exercised in any of the following ways:

* by notifying the Company’s Secretary in writing;
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by submitting another proxy by mail that is received at a later date and that is properly signed;

or

* by voting in person at the meeting.
You may not revoke a proxy merely by attending the meeting. To revoke a proxy, you must take one of the actions
described above.

Quorum and Required Votes

The presence, in person or by proxy, of two or more persons at the start of the meeting and representing, in person or
by proxy, in excess of 50% of the total issued voting shares is necessary to constitute a quorum.

The affirmative vote of a majority of the common shares represented and voting at the Annual General Meeting is
required for the election of directors, as well as the appointment of the Company’s independent auditors and
authorization of the Audit Committee of the Board of Directors to set the auditors’ remuneration.

Abstentions are counted as ‘‘shares present’” at the meeting for the purposes of determining whether a quorum exists.
However, since abstentions are not votes cast in favor of or against any matter, they will not affect the outcome of the
vote. Proxies submitted by brokers that do not indicate a vote for some or all of the proposals because they do not
have discretionary voting authority and have not received instructions as to how to vote on those proposals (so-called
“‘broker non-votes’”) are also considered ‘‘shares present,”” but also will not affect the outcome of any vote.

Solicitation

We have hired D.F. King & Co., Inc. to assist us in the distribution of proxy materials and the solicitation of proxies
for a fee estimated at $8,500 plus out-of-pocket expenses. Proxies will be solicited on behalf of the Board of Directors
by mail, in person and by telephone. The Company will bear the cost of soliciting proxies. The Company will also
reimburse brokers and other custodians, nominees and fiduciaries for their reasonable out-of-pocket expenses for
forwarding proxy materials to the persons for whom they hold shares.

Audited Financial Statements

Under Bermuda law, audited financial statements must be presented to shareholders at an annual general meeting of
shareholders. To fulfill this requirement, the Company will present at the Annual General Meeting audited
consolidated financial statements for fiscal year 2006. Copies of the financial statements are contained in the
Company’s 2006 Annual Report to Shareholders, which includes the Company’s Annual Report on Form 10-K, and is
being mailed to shareholders together with this proxy statement.

Other Matters to be Acted Upon
The Company does not know of any matters to be presented or acted upon at the meeting other than the items
described in this proxy statement. If any other matter is presented at the Annual General Meeting on which a vote may

properly be taken, the shares represented by proxies will be voted at the discretion of the proxy holders.

2

Returning Your Proxy Card
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Shareholders should complete and return the proxy card as soon as possible. In order to assure that your proxy is
received in time to be voted at the Annual General Meeting, the proxy card must be completed in accordance with the
instructions on it. If your common shares are held in street name, you should return your proxy card or voting
instruction card in accordance with the instructions on that card or as provided by the bank, brokerage firm or other
nominee that holds Company common shares on your behalf.

3

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth as of March 19, 2007, to the knowledge of the Company, the beneficial ownership of
the Company’s common shares by (i) each person who is known by the Company to be the beneficial owner of more
than five percent (5%) of the outstanding common shares of the Company, (ii) each director and nominee for director
of the Company, (iii) each executive officer of the Company named in the Summary Compensation Table below, and
(iv) all directors, nominees and executive officers of the Company as a group:

Percentage of

Common
Shares
Number of Outstanding as
Shares of
Beneficially March 19,
Name Owned® 2007
Greater than 5% Shareholders:
XL Capital Ltd
XL House
One Bermudiana Road
Hamilton HM 11, Bermuda 14,901,482 33.2%®
Transamerica Life Insurance Company
c/o AEGON USA Investment Management LL.C
4333 Edgewood Road N.E.
Cedar Rapids, Towa 52499 5,592,266 12.4%3)

U.S. Trust Corporation

114 West 47t Street, 25% Floor

New York, New York 10036-15632 3,488,695 7.8%*)
TimesSquare Capital Management, LL.C

Four Times Square, 25t Floor

New York, New York 10036 2,860,973 6.4%®)
Century Capital Management, LL.C

100 Federal St.

Boston, MA 02110 2,628,950 5.8%©

Second Curve Capital, LLC
405 Lexington Avenue, 52" Floor
New York, New York 10174 2,499.300 5.6%(
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UBS AG
Bahnhofstrasse 45
PO Box CG-8021
Zurich, Switzerland 2,239,853 5.0%®
Non-Executive Directors and Non-Executive Director Nominees:
Michael P. Esposito, Jr. 75,000 *(9)
Frank P. Filipps 9,900 *(10)
Duncan E. Goldie-Morrison 29,681 #(11)
Paul S. Giordano — *(12)
Thomas J. Hartlage 3,500 *(13)
James K. Hunt 9,681 *(14)
Fiona E. Luck — *
Robert R. Lusardi 29,690 *(15)
John A. Ward, III 19,681 *(16)
4
Percentage of
Common
Shares
Number of Outstanding as
Shares of
Beneficially = March 19,
Name Owned® 2007
Executive Officers:
Thomas W. Jasper
Chief Executive Officer & Director 723,287 1.6%17
Richard Claiden
Chief Financial Officer 73,591 *(18)
Charles McLendon
President-Primus Asset Management, Inc. 48,263 *(19)
Charles B. Truett
Head of Portfolio Management 112,316 *(20)
Zachary Snow
Former General Counsel — *(2D
All directors, nominees and executive officers as a group (13 persons) 1,128,590 2.5%

*Less than 1% of common shares outstanding.

(DThe number shown reflects the number of common shares beneficially owned as of March 19, 2007, to
the knowledge of the Company, based on information furnished by the persons named, public filings and
the Company’s records. A person is deemed to be a beneficial owner of common shares if the person,
either alone or with others, has the power to vote or to dispose of those common shares. Except as
otherwise indicated below and subject to applicable community property laws, each owner has sole
voting and sole investment authority with respect to the shares listed. To the extent indicated in the notes
below, common shares beneficially owned by a person include common shares of which the person has
the right to acquire beneficial ownership within 60 days after March 19, 2007. There were 44,942,218 of
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the Company’s common shares outstanding as of March 19, 2007.

(XL Capital Ltd beneficially owns 14,901,482 common shares, held by XL Insurance (Bermuda) Ltd., a
wholly-owned subsidiary of XL Capital Ltd.

(3)According to a Schedule 13G dated February 14, 2006 filed by Transamerica Life Insurance Company,
Transamerica Life Insurance Company beneficially owns 5,582,585 common shares. 9,681 deferred
common shares granted in connection with Thomas Hartlage’s service on the Board of Directors are also
included since Mr. Hartlage ceded to them beneficial ownership of such deferred shares.

@According to a Schedule 13G dated February 14, 2007 filed by U.S. Trust Corporation and related
entities, U.S. Trust Corporation beneficially owns 3,488,695 common shares and has sole voting power
with respect to 430,695 of such shares and sole dispositive power with respect to 3,480,695 of such
shares.

®According to a Schedule 13G dated February 9, 2007 filed by TimesSquare Capital Management, LLC,
TimesSquare Capital Management, LLC beneficially owns 2,860,973 common shares and has sole
voting power with respect to 2,610,373 of such shares and sole dispositive power with respect to all of
such shares.

©®)According to a Schedule 13G dated February 13, 2007 filed by Century Capital Management LLC,
Century Capital Management LLC beneficially owns 2,628,950 common shares and has sole voting and
dispositive power with respect to all such shares.

(MAccording to a Schedule 13G dated February 14, 2007 jointly filed by Second Curve Capital, LLC and
Thomas K. Brown: (a) Second Curve Capital, LLC beneficially owns 2,499,300 common shares and has
shared voting power and shared dispositive power with respect to all

such shares and (b) Thomas K Brown is the managing member of Second Curve Capital, LLC and as a
result of his relationship with Second Curve Capital, LLC, Thomas K. Brown may be deemed to have
shared voting and investment power with respect to all common shares beneficially owned by Second
Curve Capital, LLC. Thomas K. Brown, however, expressly disclaims beneficial ownership of such
shares.

®)According to a Schedule 13G dated February 23, 2007 filed by UBS AG, UBS Americas Inc. and UBS
Global Asset Management (Americas) Inc., UBS AG and UBS Americas Inc, beneficially own
2,239,583 common shares and have sole voting power with respect to 1,787,758 of such shares and
shared dispositive power with respect to 2,239,583 of such shares. UBS Global Asset Management
(Americas) Inc. beneficially owns 2,175,453 common shares and has sole voting power with respect to
1,723,3580f such shares and shared dispositive power with respect to 2,175,453 of such shares.

®Excludes 14,901,482 common shares owned by XL Insurance (Bermuda) Ltd, as to which Mr. Esposito
disclaims beneficial ownership.

(0Includes 9,900 deferred common shares deliverable upon the date Mr. Filipps leaves the Board.

(IDIncludes 9,681 deferred common shares deliverable upon the date Mr. Goldie-Morrison leaves the
Board.

(I2Excludes 14,901,482 common shares owned by XL Insurance (Bermuda) Ltd, as to which Mr. Giordano
disclaims beneficial ownership.

(I3)Excludes 5,582,585 common shares owned by Transamerica Life Insurance Company, as to which Mr.
Hartlage disclaims beneficial ownership. Also excludes 9,681 deferred common shares deliverable upon
the date Mr. Hartlage leaves the Board, as to which Mr. Hartlage has ceded his ownership to
Transamerica Life Insurance Company.

(I9Includes 9,681 deferred common shares deliverable upon the date Mr. Hunt leaves the Board.



Edgar Filing: PRIMUS GUARANTY LTD - Form DEF 14A

(I3)Includes 7,890 deferred common shares deliverable upon the date Mr. Lusardi leaves the Board.

(10Includes 9,681 deferred common shares deliverable upon the date Mr. Ward leaves the Board.

(IMIncludes 125,000 common shares beneficially owned by Mr. Jasper by trust and 151,563 common shares
which may be acquired upon the exercise of options. Excludes 303,438 unvested options, 71,848
unvested restricted share units and 151,137 unvested performance common shares. Unvested awards are
shown without reduction for any withholding tax that may be paid in kind.

(I8)Includes 27,363 common shares which may be acquired upon the exercise of options. Excludes 125,838
unvested options, 29,345 unvested restricted share units and 20,500 unvested performance common
shares. Unvested awards are shown without reduction for any withholding tax that may be paid in kind.

(I9Includes 23,750 common shares which may be acquired upon the exercise of options. Excludes 271,250
unvested options and 64,904 unvested restricted share units. Unvested awards are shown without
reduction for any withholding tax that may be paid in kind.

20Includes 88,569 common shares which may be acquired upon the exercise of options. Excludes 46,956
unvested options, 12,877 unvested restricted share units and 34,771 unvested performance common
shares. Unvested awards are shown without reduction for any withholding tax that may be paid in kind.
Mr. Truett has announced that he will be leaving the Company’s employ at the end of the first quarter
2007.

2DMr. Snow resigned effective July 10, 2006.

Securities Authorized for Issuance under Equity Compensation Plans

The following table provides information as of December 31, 2006 with respect to compensation plans (including
individual compensation agreements) approved by security holders and under which our equity securities are
authorized for issuance.

Number of Number of Securities
Securities to be Weighted-Average Remaining Available for
Issued upon Exercise Price Future Issuance Under
Exercise of of Equity
Outstanding Outstanding Compensation Plans
Options, Options, (Excluding
Warrants Warrants Securities Reflected in
Plan Category and Rights (a) and Rights (b) Column (a) (¢)
Equity compensation plans
approved by security holders
Share Awards(D 645,354
Options 858,158 $11.18
Total 1,503,512 3,506,557

(WIncludes restricted share units and performance shares, assuming target performance.
7
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CORPORATE GOVERNANCE
Corporate Governance Guidelines

The Board of Directors has adopted Corporate Governance Guidelines for the Company and the Board to ensure
effective corporate governance. The Corporate Governance Guidelines are summarized below, and the full text of the
Corporate Governance Guidelines, as well as the text of the charters of the Board committees, are available on the
Company’s website at www.primusguaranty.com under the heading ‘‘Investor Relations — Corporate Governance.”” The
Company will also provide a printed copy of the Corporate Governance Guidelines and the charters of the Board
committees upon request.

Board Organization

The Company’s Board of Directors currently consists of ten members. There are currently nine directors and one
vacancy. The Company’s Bye-laws provide for a staggered board of directors. The directors are divided into three
classes. Each year one class of directors will stand for election for a term of three years. The current directors and their
respective classes and terms are as follows:

* Messrs. Frank P. Filipps, Thomas J. Hartlage, and James K. Hunt have been designated Class

II directors whose terms will expire at the 2009 Annual General Meeting of Shareholders.

* Messrs. Paul S. Giordano, Robert Lusardi, and John A. Ward, III have been designated Class

III directors whose terms will expire at the 2008 Annual General Meeting of Shareholders; and

* Messrs. Michael P. Esposito, Jr., Duncan E. Goldie-Morrison and Thomas W. Jasper have

been designated Class I directors whose terms will expire at this year’s Annual General

Meeting of Shareholders. Messrs. Esposito, Goldie-Morrison and Jasper are standing for

re-election and Fiona E. Luck has been nominated to fill the vacancy (See *‘Proposal

One-Election of Directors’’). Ms. Luck was recommended as a director nominee by

non-management directors. She will be designated a Class I director if elected.
The Board maintains four committees: the Audit Committee, the Compensation Committee, the Finance and
Investment Committee, and the Nominating and Corporate Governance Committee. (See ‘‘Committees of the Board of
Directors’”)

Corporate Governance Guidelines

The Company’s Corporate Governance Guidelines, together with the charters of the various Board committees,
provide a framework for the corporate governance of the Company. Among the responsibilities of the Board of
Directors are to: ensure that the Company operates in a legal, ethical and socially responsible manner; select, evaluate
and offer substantive advice and counsel to the Company’s Chief Executive Officer; review, approve and monitor
fundamental financial and business strategies and major corporate actions; oversee the Company’s capital structure and
financial policies and practices; assess major risks facing the Company and review options for their mitigation; and
provide counsel and oversight on the selection, evaluation, development and compensation of executive officers.

The Board has determined that all of the Company’s current and nominated directors, except Thomas W. Jasper, who

is an employee of the Company, are independent under the standards set forth in the Company’s Corporate Governance
Guidelines and the listing standards of the New York Stock Exchange (the ‘‘NYSE’’) since none of them have any

10
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material relationship with the Company which the Board believes would compromise their independence. However,
the Board has determined that Michael P. Esposito, Jr. and Paul S. Giordano and, if elected, Fiona E. Luck, will not
satisfy the independence standards of the Securities and Exchange Commission (the ‘*‘SEC’’) for service on the Audit
Committee because of their affiliation with XL Capital Ltd, the Company’s largest shareholder. The Corporate
Governance Guidelines provide that credit default swaps and credit default swap

8

portfolio engagements between a director’s employer and its affiliates, affiliations with a significant (25% or more)
shareholder of the Company and joint service with employees on the board of a not-for-profit corporation, do not
impair a director’s independence, except that affiliation with a significant shareholder does impair a director’s
independence with respect to service on the Audit Committee. A copy of the definition of independent directors under
the Company’s Corporate Governance Guidelines is available at the Company’s website located at

www.primusguaranty.com under the heading ‘‘Investor Relations — Corporate Governance — Governance Guidelines.’

Every director must seek the consent of the Nominating and Corporate Governance Committee and the Chairperson of
the Board to confirm the absence of any actual or potential conflict prior to accepting any invitation to serve on
another corporate or, in the case of a management director, not-for-profit board of directors or with any government or
advisory group.

The Corporate Governance Guidelines require that the non-management directors of the Board meet in executive
session at least once per year, without any management directors and any other members of the Company’s
management present, to (1) evaluate the Chief Executive Officer, (2) review management succession planning, and (3)
consider such other matters as they may deem appropriate. Mr. Esposito, the Chairman of our Board and Chairman of
the Company’s Nominating and Corporate Governance Committee, presides at the executive sessions.

Under the Corporate Governance Guidelines, the Board must conduct an annual (1) self-evaluation of its performance
and the performance of its individual members; and (2) evaluation of each Board committee’s performance and the
performance of the individual members of such committees to determine whether the Board and its committees are
functioning effectively. The Board’s evaluation is based, in part, on the Nominating and Corporate Governance
Committee’s evaluation of the Board and the self-evaluations conducted by each of the committees. The Company’s
directors have full access to management and corporate staff and are provided with an orientation program for new
directors and continuing education for all directors.

The Board of Directors held four meetings during 2006. Each incumbent director attended 75% or more of the total
number of meetings of the Board and the committees on which he served held during his period of service since the
last Annual General Meeting of Shareholders.

Director Attendance at Annual General Meeting of Shareholders

The Company’s policy is that our directors are expected to attend the Annual General Meeting of Shareholders unless
extenuating circumstances prevent them from attending. All of our then serving directors attended last year’s Annual

General Meeting of Shareholders.

Communications with Directors

11

’
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Shareholders or other interested parties who wish to send communications on any topic to the Board or to the
non-management directors as a group, or to the presiding director, Mr. Esposito, may do so by writing to Primus
Guaranty, Ltd. at Clarendon House, 2 Church Street, Hamilton HM11, Bermuda. Alternatively, they may write to
James Gribbin, Director of Internal Audit, c/o Primus Asset Management, Inc., 360 Madison Avenue, 23rd Floor,
New York, New York 10017 or via e-mail at jgribbin @primusguaranty.com.

Review, Approval or Ratification of Transactions with Related Persons

Any transaction with the Company in which a director, executive officer or beneficial holder of more than 5% of the
outstanding common shares of the Company, or any immediate family member of the foregoing (each, a ‘‘related
person’’), has a direct or indirect material interest, and where the amount involved exceeds $120,000, must be disclosed
by the Company in its public filings. Any such transaction would be subject to the Company’s written policy

respecting the review, approval or ratification of related person transactions, which is contained in the Company’s
Code of Business Conduct and Ethics. Under this policy any related party transaction that would be required to be
publicly disclosed must be approved or ratified by the Board of Directors or the Nominating and

9

Corporate Governance Committee, in writing, before the proposed related party transaction may be undertaken. In
approving or ratifying a transaction under this policy, the Board of Directors or the Nominating and Corporate
Governance Committee must determine that the transaction is fair and reasonable to the Company. For 2006, there
were no transactions between the Company and a related person subject to this policy.

Code of Business Conduct and Ethics

The Company has adopted a Code of Business Conduct and Ethics, applicable to all employees and directors. The
Code of Business Conduct and Ethics covers various topics, including conflicts of interest, confidentiality of
information and compliance with laws and regulations. A copy of the Company’s Code of Business Conduct and
Ethics is available at the Company’s website located at www.primusguaranty.com under the heading ‘‘Investor
Relations — Corporate Governance.”” The Company will also provide a printed copy upon request.

10

PROPOSAL ONE - ELECTION OF DIRECTORS
Nominees for Election for Three-Year Terms Expiring in 2010
Michael P. Esposito, Jr. has been the Chairman of the Company’s Board of Directors since March 2002. He has been

non-executive Chairman of the Board of Directors of XL Capital Ltd (NYSE: XL), a provider of insurance and
reinsurance coverage and financial products and services, since 1995 and a director since 1986. Since 1995 he has

12
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served as a director of Forest City Enterprises, Inc. (NYSE: FCY), a real estate development and management firm,
and since 1997 as a director of Annuity and Life Re (Holdings), Ltd., a life reinsurance company. Mr. Esposito served
as Co-Chairman of the Board of Directors of Inter-Atlantic Capital Partners, Inc., an investment banking firm, from
1995 to 2000. In 2007 Mr. Esposito became non-executive Chairman of the Board of Directors of Security Capital
Assurance Ltd. Mr. Esposito served as Executive Vice President and Chief Corporate Compliance, Control and
Administration Officer of The Chase Manhattan Corporation from 1991 to 1995, having previously served as
Executive Vice President and Chief Financial Officer from 1987 to 1991. Mr. Esposito is 67 years old.

Duncan E. Goldie-Morrison has been a director of the Company since October 2004. Mr. Goldie-Morrison serves as
Head of Longer Term Investments at Ritchie Capital Management, a multi-strategy hedge fund, where he previously
served as President. Between 1993 and 2003, he was Managing Director, Head of Global Markets Group and Head of
Asia at Bank of America. He was responsible for the origination, syndication, sales, trading and research components
of the bank’s debt businesses. He was also responsible for interest rate, credit and commodity derivatives and foreign
exchange. Additionally, he managed the company’s businesses in Asia and Latin America. He was a member of Bank
of America’s Management Operating Committee, the Asset and Liability Committee and the Trading Risk Committee.
Mr. Goldie-Morrison serves on the board of directors of ICAP, plc (London Stock Exchange: IAPL), a voice and
electronic securities interdealer broker. Mr. Goldie-Morrison was an International Swaps and Derivatives Association,
or ISDA, board member for four years and a board member and executive committee member of the Bond Market
Association. He was also a member of Duke University’s Capital Markets Center Advisory Board. Mr.
Goldie-Morrison is 51 years old.

Thomas W. Jasper has been Chief Executive Officer of the Company since March 2001 and a director since March
2002. Mr. Jasper joined the Company in October 1999 as a consultant to assist in the Company’s formation. Prior to
joining the Company, Mr. Jasper served for 17 years as a key executive of Salomon Brothers Inc. and its successor,
Salomon Smith Barney Holdings, Inc. In 1982, Mr. Jasper was one of the founders of Salomon’s interest rate swap
business. While at Salomon, in 1984 Mr. Jasper co-founded ISDA, served as one of its first Co-Chairmen, and worked
to establish ISDA as the world’s preeminent swap association. Mr. Jasper became the Chief Operating Officer of
Salomon’s non-Japan Asian business in 1994. In 1997, after the acquisition of Salomon Brothers Inc. by The Travelers
Group, Inc., Mr. Jasper created the Global Treasury business plan and structure for the merged firm. Mr. Jasper
continued as the Global Treasurer of Salomon Smith Barney until late 1998. Mr. Jasper serves on the boards of
directors of Phoenix House Foundation, the Wellspring Foundation and the executive boards of the Cox School of
Business at Southern Methodist University and the McCombs School of Business at the University of Texas. Mr.
Jasper is 58 years old.

Fiona E. Luck is a new nominee. Since 2006, she has served as Executive Vice President and Chief of Staff of XL
Capital Ltd (NYSE: XL) responsible for management of XL’s Corporate Strategy, Legal, Corporate Actuarial, Human
Resources, Corporate Communications, Marketing and Corporate Social Responsibility departments. On February 22,
2007, she was also named as interim Chief Financial Officer of XL Capital Ltd. She joined XL Capital Ltd in 1999 as
Executive Vice President — Group Operations. From 1997 to 1999, she was Executive Vice President for Financial
Lines and Joint Ventures at ACE Bermuda with responsibility for all Alternative Risk operations and Financial
Guarantee and Political Risk joint ventures. From 1983 to 1997, she held a number of progressively senior
management positions with Marsh & McLennan. Ms. Luck is 49 years old.

If elected as Class I directors, the terms of office of Michael P. Esposito, Jr., Duncan E. Goldie-Morrison, Thomas W.
Jasper and Fiona E. Luck will expire at the Annual General Meeting of
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Shareholders to be held in 2010. The other directors of the Company are not standing for election this year and
continue in office for the remainder of their terms.

The Board recommends that shareholders vote FOR the election of the four nominees as Class I directors.
Directors Continuing in Office until 2009

Frank P. Filipps has been a director of the Company since March 2002. In April 2005, Mr. Filipps was elected
Chairman and Chief Executive Officer of Clayton Holdings, Inc., an information services and analytics company that
provides credit and risk management products, primarily mortgage related, to participants in fixed income markets.
From 1995 to 2005, Mr. Filipps was Chairman, Chief Executive Officer and a Director of Radian Group Inc. (NYSE:
RDN), and its principal subsidiary, Radian Guaranty Inc. (collectively, Radian Group). Radian Group provides private
mortgage insurance coverage on residential mortgage loans and financial guaranty insurance on debt instruments. Mr.
Filipps originally joined Radian in 1992 as Senior Vice President and Chief Financial Officer and became Executive
Vice President and Chief Operating Officer in 1994. From 1975 to 1992, Mr. Filipps was at American International
Group where he served in a number of executive, financial and investment management positions. Mr. Filipps has
been a Director of Impac Mortgage Holdings, Inc. (NYSE: IMH), a mortgage real estate investment trust, since
November 1995 and is currently a Director of the World Affairs Council of Philadelphia. Mr. Filipps is 59 years old.

Thomas J. Hartlage has been a director of the Company since March 2002. Since 1990, Mr. Hartlage has been
employed in a variety of capacities at subsidiaries of AEGON N.V. (NYSE: AEG), an insurance company. At
AEGON N.V. his responsibilities have included strategic planning and product and market development. From 2001
to 2006, he was president of AEGON Structured Products, Inc., a unit of AEGON Institutional Markets focused on
building and developing structured transaction business in the capital markets sector. Since mid-2006, Mr. Hartlage
has managed the European operation of AEGON’s Institutional Markets Division from Dublin, Ireland. Mr. Hartlage
has more than 25 years of experience in the financial services sector and is a chartered financial analyst (CFA). Mr.
Hartlage is 55 years old.

James K. Hunt has been a director of the Company since October 2004. Mr. Hunt co-founded and has been Managing
Partner of Bison Capital Asset Management, LLC, a private equity firm, since 2001. Mr. Hunt currently serves as a
director of Fidelity National Information Systems, Inc. (NYSE: FIS). From 2001 to 2002, Mr. Hunt also served as an
outside consultant to SunAmerica Investments, Inc., a company specializing in retirement savings solutions. From
1990 to 2000, he was employed by SunAmerica Inc. where he became President of SunAmerica Corporate Finance
and Executive Vice President of SunAmerica Investments, Inc., which subsequently became a unit of AIG
SunAmerica. During his tenure at SunAmerica, he was also President and Chief Executive Officer of the Anchor
Pathway Funds and SunAmerica Series Trust with assets exceeding $26 billion. Mr. Hunt serves on the board of
directors of several private corporations including Bison Portfolio Investments. From March 2002 to October 2004,
Mr. Hunt served as a director of Primus Financial Products, LLC, a subsidiary of the Company. Mr. Hunt is 55 years
old.

Directors Continuing in Office until 2008

Paul S. Giordano has been a director of the Company since 2005. Mr. Giordano serves as president, chief executive
officer and deputy chairman of Security Capital Assurance Ltd (NYSE: SCA) and chairman and chief executive
officer of XL Capital Assurance Inc. Mr. Giordano served as chief executive for financial products and services and
executive vice president of XL Capital Ltd (NYSE: XL), a provider of insurance and reinsurance coverage and
financial products and services, from 2004 until 2006. Mr. Giordano was executive vice president, general counsel
and secretary of XL Capital Ltd from 1999 to 2004 and served as a director and/or officer of a number of XL Capital
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Ltd subsidiaries and affiliates. From 1997 to June 1999, he served as senior vice president, general counsel and
secretary of XL Capital Ltd. Mr. Giordano was in private practice at the law firm of Clifford Chance from 1993 to
1996 and in private practice at the law firm of Cleary, Gottlieb, Steen & Hamilton from 1990 to 1993. Mr. Giordano is
44 years old.
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Robert R. Lusardi has been a director of the Company since March 2002. Mr. Lusardi is an executive vice president
and a senior partner of White Mountains Insurance Group, Ltd. (NYSE: WTM), a financial services firm, and is chief
executive officer of White Mountains Financial LLC. From 1998 to 2005, he was an executive vice president and
member of the executive management board of XL Capital Ltd. (NYSE: XL), a provider of insurance and reinsurance
coverage and financial products and services; his positions included chief financial officer and chief executive officer
of financial products and services operating segment. From 1980 until 1998, Mr. Lusardi was at Lehman Brothers
where he ultimately served as a managing director and headed the insurance and asset management investment
banking practice. He is also director of Symetra Financial Corporation, a life insurance entity; One Beacon Insurance
Group, Ltd. (NYSE: OB), a property-casualty insurer; and Esurance Inc., a personal lines insurer. Mr. Lusardi is 50
years old.

John A. Ward, III has been a director of the Company since October 2004. Mr. Ward is currently the Chairman of the
Board and Chief Executive Officer of Innovative Card Technologies (NASDAQ: INVC), a payment card technology
company. He was previously Chairman of the Board and Chief Executive Officer of Doral Financial (NYSE: DRL), a
consumer finance and bank holding company, and the Chairman of the Board of Directors and Chief Executive
Officer of American Express Bank and President of Travelers Cheque Group. Mr. Ward joined American Express
following a 27-year career at Chase Manhattan Bank, during which he held various senior posts in the United States,
Europe and Japan. His last position at Chase Manhattan Bank was that of Chief Executive Officer of ChaseBankCard
Services, which he held from 1993 until 1995. Presently, Mr. Ward serves as a director of Rewards Network Inc.
(AMEX: IRN), a loyalty and rewards marketing company, and Coactive Marketing Group, Inc. (NasdaqCM: CMKG),
a marketing, sales promotion and interactive media services and e-commerce provider company. From 2002 to 2004,
Mr. Ward served as a director of Primus Financial Products, LLC, a subsidiary of the Company. Mr. Ward is 60 years
old.

Committees of the Board of Directors

The Company’s Board of Directors has the power to appoint committees to perform certain management and
administration functions. The Company’s Board of Directors currently has an Audit Committee, a Compensation
Committee, a Finance and Investment Committee and a Nominating and Corporate Governance Committee. The
Company believes that the members of the Audit, Compensation and Nominating and Corporate Governance
Committees are ‘‘independent’” directors under the standards applicable to members of those committees imposed by the
regulations of the SEC for audit committees and the NYSE’s listing standards for audit, compensation and
nominating/corporate governance committees.

Audit Committee
The Audit Committee assists the Board in overseeing (1) the integrity of the Company’s financial statements, including

its system of internal controls, (2) the Company’s compliance with legal and regulatory requirements, (3) the
independent auditors’ qualifications and independence, and (4) the performance of the Company’s independent audit
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function and independent auditors, as well as preparing an audit committee report as required by the SEC to be
included in the Company’s annual proxy statement. The Audit Committee, on behalf of the Board of Directors,
recommends to the shareholders the appointment and termination of an independent public accounting firm to be
engaged to audit the Company’s financial statements; discusses with the independent auditors their independence;
reviews and discusses the audited financial statements with the independent auditors and management; and
recommends to the Board of Directors whether the audited financials should be included in future Annual Reports on
Form 10-K to be filed with the SEC. The Audit Committee consists of three members, all of whom are financially
literate within the meaning of the NYSE’s standards. Messrs. Goldie-Morrison, Hartlage and Ward (Chairman) are the
members of this committee, which operates under a written charter that is available on the Company’s website at
www.primusguaranty.com (a printed copy of which will be provided upon request). The Board has designated Mr.
Ward as the Audit Committee’s financial expert within the meaning of the SEC’s rules and regulations. The Audit
Committee held five meetings in 2006.
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Compensation Committee

The Compensation Committee reviews and either approves, on behalf of the Board of Directors, or recommends to the
Board of Directors for approval (1) the annual salaries and other compensation of the Company’s executive officers
and (2) individual grants of equity-based incentive awards, as well as providing a compensation committee report as
required by the SEC to be included in the Company’s annual proxy statement. The Compensation Committee also: (1)
reviews, considers and approves the compensation policies and philosophy for the Company’s executive officers, other
employees, and directors, (2) establishes compensation plans and programs for senior executives and other employees,
including incentive and equity based plans and programs, any appropriate employment contracts, special retirement
benefits and severance or change of control payments, (3) annually reviews these plans and programs, (4) administers
the Company’s incentive and equity based plans and programs, and (5) monitors tax issues relating to these matters.
The Compensation Committee has not delegated and may not delegate any of its responsibilities. Management of the
Company makes recommendations to the Compensation Committee on all matters of compensation, except director
compensation. No compensation consultants were retained or involved in connection with 2006 compensation.
Messrs. Esposito, Filipps (Chairman) and Hunt are the members of this committee, which operates under a written
charter that is available on the Company’s website at www.primusguaranty.com (a printed copy of which will be
provided upon request). The Compensation Committee held four meetings in 2006.

Compensation Committee Interlocks and Insider Participation

No member of the Compensation Committee is now, or was during 2006 or any time prior thereto, an officer or
employee of the Company. No member of the Compensation Committee had any relationship with the Company
during 2006 pursuant to which disclosure would be required under applicable SEC rules pertaining to the disclosure of
transactions with related persons. None of the Company’s executive officers currently serves or ever has served as a
member of the board of directors, the compensation committee, or any similar body, of any entity one of whose
executive officers serves or served on the Company’s Board of Directors or the Compensation Committee.

Finance and Investment Committee

The Finance and Investment Committee reviews and either approves, on behalf of the Board of Directors, or
recommends to the Board of Directors for approval, the Company’s capital management policies including reviewing
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and recommending actions with respect to strategic investments, new business initiatives, capital raising and
reviewing the Company’s investment guidelines and performance. Messrs. Giordano, Goldie-Morrison, and Lusardi
(Chairman) are the members of this committee, which operates under a written charter that is available on the
Company’s website at www.primusguaranty.com (a printed copy of which will be provided upon request). The
Finance and Investment Committee held four meetings in 2006.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee is responsible for the oversight of, and assists the Board of
Directors in, developing and recommending corporate governance practices and selecting the director nominees to
stand for election at annual meetings of the Company’s shareholders. Messrs. Esposito (Chairman), Filipps and Hunt
are the members of this committee, which operates under a written charter that is available on the Company’s website
at www.primusguaranty.com (a printed copy of which will be provided upon request). The Nominating and Corporate
Governance Committee held four meetings in 2006.

Any shareholder or the Board may propose any person for election as a director pursuant to the Company’s Bye-laws.
A shareholder who wishes to propose an individual for election as a director must provide written notice to the
Company’s Secretary of the intention to propose the nominee and such nominee’s willingness to serve as a director.
Notice must be given not less than 90 days before the anniversary of the last annual general meeting prior to the notice
or not les