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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER .is dated as of June 3, 2009 (the
Agreement"), by and among FinCor Holdings, Inc., a Michigan corporation (the "Company"),
Horizon Merger Corporation, a Michigan corporation (the "Purchaser"), Medical Professional
Mutual Insurance Company, a Massachusetts mutual insurance company ("Parent"), and Holders
Agent, Inc., a Michigan corporation (the "Holders Agent").

|

RECITALS

WHEREAS, the respective Boards of Directors of each of Parent, the Purchaser, and the
Company have approved the acquisition by Parent of the Company upon the terms and subject to
the conditions set forth in this Agreement;

WHEREAS, in furtherance of such acquisition, the respective Boards of Directors of
each of Parent, the Purchaser and the Company have approved the merger of the Purchaser with
and into the Company in accordance with the terms of this Agreement and the Michigan
Business Corporation Act (the "MBCA") and with any other applicable Law;

WHEREAS, concurrently with the execution of this Agreement, as a condition and
inducement to Parent's and the Purchaser's willingness to enter into this Agreement, Parent is
entering into a voting agreement with certain shareholders of the Company, which is attached as
Exhibit A hereto; and

WHEREAS, the Board of Directors of the Company (the "Board") has, in light of and
subject to the terms and conditions set forth in this Agreement, unanimously (a) determined that
(1) the consideration to be paid for each Share in the Merger is fair to the shareholders of the
Company, and (ii) the Merger is otherwise in the best interests of the Company and its
shareholders, and (b) resolved to adopt this Agreement and the transactions contemplated by it
and to recommend approval by the shareholders of the Company of this Agreement.

THEREF ORE, in consideration of the representations, warranties, covenants, agreements,
and conditions contained in this Agreement, the parties agree as follows:

ARTICLE ]

THE MERGER

§ection 1.1  The Merger.

|
(a) In accordance with the provisions of this Agreement and the MBCA, at the

Effective Time, the Purchaser shall be merged with and into the Company (the "Merger"), and
the Company shall be the surviving corporation (sometimes called the "Surviving Corporation")
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and shall continue its corporate existence under the Laws of the State of Michigan. At the
Effective Time, the separate existence of the Purchaser shall cease.

(b)  The name of the Surviving Corporation shall be "FinCor Holdings, Inc."

(c) The "Closing" of the Merger shall be held on August 31, 2009 or on a later date as
agreed to by the Company and Parent or as provided in this Agreement. If all of the consents,
approvals, Orders, authorizations, notifications, registrations, declarations, and filings listed or
described in Schedule 4.4(b)(ii) of the Disclosure Statement and Schedule 5.3(b) of the Parent
Disclosure Statement have not been made or obtained on or before August 31, 2009 and remain
in full force and effect on such date, then the Closing shall be held on the last day of the month in
which all such consents, approvals, Orders, authorizations, notifications, registrations,
declarations, and filings are made or obtained and remain in full force and effect. In the absence
of an agreement to the contrary, the Closing shall be held at the offices of Warner Norcross &
Judd LLP, 111 Lyon Street NW, Grand Rapids, Michigan 49503, commencing at 11 am. The
date on which the Closing occurs is referred to herein as the "Closing Date." Scheduling or
commencing the Closing shall not constitute a waiver of the respective conditions of the parties
set forth in Article VII. The Merger shall have the effects on the Company and the Purchaser
provided under the MBCA and this Agreement. As of the Effective Time, the Company shall be
a wholly-owned subsidiary of Parent.

Section 12  Effective Time. At Closing, the parties shall file a certificate of merger in
the form required by and executed in accordance with the MBCA (the "Certificate of Merger")
with the Michigan Department of Energy, Labor and Economic Growth (the "MDELEG") in
accordance with the provisions of the MBCA. The Merger shall become effective at the time of
filing of, or at such later time specified in, the Certificate of Merger. The date and time when the
Merger becomes effective is referred to as the "Effective Time."

Section 1.3  Effects of Merger. At the Effective Time, the effect of the Merger shall be
as provided in this Agreement, the Certificate of Merger, and the applicable provisions 'of the
MBCA. Without limiting the generality of the foregoing, and subject thereto, at the Effective
Time (a) all the rights, privileges, powers, franchises, licenses, and interests of the Company and
the Purchaser in and to every type of property (whether real, personal, or mixed), shall vest in the
Surviving Corporation, (b) all choses in action of the Company and the Purchaser shall continue
unaffected and uninterrupted by the Merger and shall accrue to the Surviving Corporation, and (c)
all debts, liabilities and duties of the Company and the Purchaser shall become the debts,
liabilities and duties of the Surviving Corporation. If, at any time after the Effective Time, any
further action is necessary or desirable to carry out the purposes of this Agreement and to vest
the Surviving Corporation with full right, title, possession, privileges, powers, franchises,
licenses, and interests of the Company and the Purchaser in and to every type of property
(whether real, personal, or mixed), the officers and directors of the Company and the Purchaser
immediately prior to the Effective Time are fully authorized in the name of their respective
corporations or otherwise to take all such lawful and necessary action.
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Section 1.4 Articles of Incorporation and Bylaws of Surviving Corporation. Subject
to Section 1.1(b), the articles of incorporation of the Company shall be the articles of
incorporation of the Surviving Corporation and the bylaws of the Company shall be the bylaws
of the Surviving Corporation, in each case until subsequently amended as provided by applicable
Law.

Section 1.5  Directors and Officers of Surviving Corporation.

(a) Subject to applicable Law, the directors of the Purchaser immediately prior to the
Effective Time shall be the initial directors of the Surviving Corporation and shall hold office
until their respective successors are duly elected and qualified, or their earlier death, resignation
or removal.

(b)  The officers of the Company immediately prior to the Effective Time shall be the
initial officers of the Surviving Corporation and shall hold office until their respective successors
are duly elected and qualified, or their earlier death, resignation or removal.

Section 1.6 Closing Deliverables.

(@) The Company shall deliver or cause to be delivered to Parent:

i) the executed certificates described in Sections 7.2(a), 7.2(b)
and 7.2(f);

(i)  the articles of incorporation of the Company and each of its
subsidiaries, certified as of a date within five Business Days prior to the Closing
Date by the MDELEG, OFIR, or WIC (or other appropriate Governmental
Authority), as applicable;

(iii) a good standing certificate (or its equivalent) for the
Company and each of its subsidiaries issued by the MDELEG, OFIR, or WIC (or
other appropriate Governmental Authority), as applicable;

(iv)  a title insurance policy issued to the Company for the
benefit of Parent showing title as tenants in common to the Company Real
Property, subject only to the Permitted Exceptions; and

\ (v)  all other previously undelivered documents, agreements,
instruments, writings and certificates, as Parent and the Purchaser may reasonably
request no later than five Business Days prior to the Closing Date, that are
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necessary to effect the transactions provided for by this Agreement, in form and
substance reasonably satisfactory to Parent and the Purchaser. |

(b)  Parent shall deliver or cause to be delivered to the Company:

1) the executed certificates described in Sections 7.3(a) and |
7.3(b); and

(ii)  all other previously undelivered documents, agreements,
instruments, writings and certificates, as the Company may reasonably request at
least five Business Days prior to the Closing Date, that are necessary to effect the
transactions provided for by this Agreement, in form and substance reasonably
satisfactory to the Company.

ARTICLEII

CONVERSION OF SHARES

Section 2.1  Certain Definitions. For purposes of this Agreement, the following terms
shall have the following meanings:

" Adjusted Net Worth Hold Back Amount" means:

(a) in the event the Closing Net Book Value exceeds the Estimated Closing Net Book
Value, the amount equal to (i) the Net Worth Adjustment Amount plus (ii) the Net Worth Hold
Back Amount; ;

(b)  in the event the Closing Net Book Value is equal to the Estimated Closing Net
Book Value, the Net Worth Hold Back Amount; and

(c) in the event the Closing Net Book Value is less than the Estimated Closing Net
Book Value, the amount equal to (i) the Net Worth Hold Back Amount minus (ii) the Net Worth
Adjustment Amount.

" Adjustment Cap" means the amount equal to the greater of () the Net Worth Hold Back
Amount and (b) the amount equal to (i) the Ceiling Amount minus (ii) (x) in the event the
Estimated Closing Net Book Value is equal to or greater than the Floor Amount, the Estimated
Closing Net Book Value or (y) in the event that the Estimated Closing Net Book Value is less
than the Floor Amount, the Floor Amount.
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"Aggregate Preferred Share Consideration" means an amount equal to the aggregate
amount of the Preferred Share Price payable to all holders of the Preferred Shares outstanding
immediately prior to the Effective Time.

"Ceiling Amount" means the amount equal to (a) the Target Net Book Value plus (b) the
Upside Collar.

"Closing Aggregate Consideration" means an amount equal to (a) $182,000,000 plus (b)
in the event the Estimated Closing Net Book Value exceeds the Target Net Book Value, the

Upside Closing Date Adjustment Amount, minus (c) in the event the Estimated Closing Net
Book Value is less than the Target Net Book Value, the Downside Closing Date Adjustment

Amount, minus (d) the Pro Forma Adjustments Allowance, plus (e) the Aggregate Preferred
Share Consideration.

December 31, 2008 Balance Sheet" means the audited consolidated balance sheet of the
Company as of December 31, 2008, attached as Exhibit B hereto.

"Downside Closing Date Adjustment Amount" means the amount equal to (a) the Target

Net Book Value minus (b) the Estimated Closing Net Book Value up to the Downside Collar.
"Downside Collar" means the amount equal to $10,000,000.

T"Floor Amount" means the amount equal to (a) the Target Net Book Value minus (b) the
Downside Collar.

"Fully Diluted Common Share Number" means (a) the number of Shares outstanding
immediately before the Effective Time (which shall include the number of Restricted Shares

cancelled and extinguished immediately before the Effective Time under Section 2.3(b)) plus (b)
the number of Shares subject to Options that are cancelled and extinguished immediately before
the Effective Time under Section 2.3(a).

"Holders" means the holders of Shares immediately before the Effective Time and the
holders of Options and Restricted Shares cancelled and extinguished immediately before the
Effective Time.

"Merger Cash Price” means the amount equal to (a) the Per Share Closing Amount plus
(b) the Per Share Adjustment Amount, if any.

‘Net Book Value" means the amount equal to (a) the Total Assets minus (b) the Total
Liabilities.

"Net Worth Adjustment Amount” means:

(a) in the event the Closing Net Book Value is (i) less than or equal to the Ceiling
Amount plus the Top-Up Amount, if any, and (ii) is equal to or greater than the Estimated
Closing Net Book Value, the amount equal to (x) the Closing Net Book Value minus (y) the
Estimated Closing Net Book Value up to the Adjustment Cap; provided, however, if the
Estimated Closing Net Book Value is less than the Floor Amount, the Net Worth Adjustment
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Amount shall be the amount equal to the difference between the Closing Net Book Value and the
Floor Amount;

(b)  in the event the Closing Net Book Value is (i) greater than the Ceiling Amount
plus the Top-Up Amount, if any, and (ii) greater than the Estimated Closing Net Book Value, the
amount equal to (x) the Ceiling Amount plus the Top-Up Amount, if any, minus (y) the
Estimated Closing Net Book Value; provided, however, if the Estimated Closing Net Book
Value is less than the Floor Amount, the Net Worth Adjustment Amount shall be the amount
equal to (A) the Ceiling Amount, minus (B) the Floor Amount; or

©) in the event the Closing Net Book Value is less than the Estimated Closiné Net
Book Value, the amount equal to (1) the Estimated Closing Net Book Value minus (ii) the
Closing Net Book Value up to the Net Worth Hold Back Amount.

In the event that the Net Worth Adjustment Amount is a negative number, the Net Worth
Adjustment Amount shall be deemed to be equal to zero.

"Net Worth Hold Back Amount" means the amount equal to the Downside Collar plus (a)
in the event the Estimated Closing Net Book Value exceeds the Target Net Book Value, the
Upside Closing Date Adjustment Amount, or minus (b) in the event the Estimated Closing Net
Book Value is less than the Target Net Book Value, the Downside Closing Date Adjustment
Amount.

"Per Share Adjustment Amount” means the amount equal to 99.03% of the quotiemi of (a)
the Adjusted Net Worth Hold Back Amount (i) minus the Pro Forma Adjustment Amount Setoff,
if any, and (ii) plus (x) in the event the Closing Net Book Value is less than the Floor Amount,
the Pro Forma Adjustment Amount Increase, if any, minus the difference between (A) the Floor
Amount and (B) the Closing Net Book Value, or (y) in the event Closing Net Book Value is
greater than or equal to the Floor Amount, the Pro Forma Adjustment Amount Increase, if any,
and (b) the Fully Diluted Common Share Number; provided, however, in the event the Adjusted
Net Worth Hold Back Amount is less than the Pro Forma Adjustment Amount Setoff, the Per
Share Adjustment Amount shall be zero; provided, further, in the event the Closing Net Book
Value plus the Pro Forma Adjustment Amount Increase, if any, is less than the Floor Amount,
the Per Share Adjustment Amount shall be zero. '

"Per Share Closing Amount’ means the amount equal to the quotient of (a) the Total
Closing Non-Preferred Consideration, and (b) the Fully Diluted Common Share Number.

"Pro Forma Adjustment Amount Increase” means in the event the Closing Aggregate Pro
Forma Adjustment Amount is less than the Pro Forma Adjustments Allowance, the amount equal
to (a) the Pro Forma Adjustments Allowance minus (b) the Closing Aggregate Pro Forma
Adjustment Amount.
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"Pro Forma Adjustment Amount Setoff" means in the event the Pro Forma Adjustments
Allowance is less than the Closing Aggregate Pro Forma Adjustment Amount, the amount equal

to (a) the Closing Aggregate Pro Forma Adjustment Amount minus (b) the Pro Forma
Adjustments Allowance; provided, however, if the Closing Net Book Value is greater than the
Ceiling Amount, the Pro Forma Adjustment Amount Setoff shall be reduced by the difference
between (1) the Closing Net Book Value and (2) the Ceiling Amount. For the avoidance of
doubt, the Pro Forma Adjustment Amount Setoff cannot be less than zero.

"Pro Forma Adjustments" means the following amounts, net of tax effect at the
applicable federal and state marginal rates to the extent such amounts result or will result in an
actual reduction to the total Taxes paid or accrued by the Company and its subsidiaries, to the
extent that they have not otherwise been recorded as an expense paid prior to December 31, 2008
or accrued as a liability and reflected in shareholder’s equity on the December 31, 2008 Balance
Sheet (each of which, to the extent expensed, accrued or reflected in the December 31, 2008
Balance Sheet, shall be set forth in Schedule 2.1(a)) and if and to the extent that they have
reduced the Company's shareholders' equity on the Closing Balance Sheet under GAAP or will
reduce the Surviving Corporation's shareholders' equity under GAAP after the Effective Time: (a)
the Holders Agent Capital Contribution, plus (b) payments to fund the trust for the severance
obligations as provided in Section 6.11(d), plus (c) any unpaid dividends accrued as provided in
the articles of incorporation of the Company on the Preferred Shares through the Closing Date or
any dividends paid on the Preferred Shares for the period from January 1, 2009 through the
Closing Date, plus (d) the actual or estimated expense of purchasing Tail Coverage or
Continuation Coverage, as mutually agreed to by Parent and the Company prior to the Closing,
plus (e) the actual or estimated fees and expenses to be paid to Raymond James & Associates,
Inc. (the "Company Financial Advisor") (excluding any payments payable to the Company
Financial Advisor after the Effective Time on the Per Share Adjustment Amount and the
Deferred Payment Per Share) and any other financial advisor, plus (f) legal fees and expenses
paid or owed to the Company's legal counsel for services related to the Merger, plus (g) the cost
of life! insurance continuation coverage for Mr. Dickinson, Mr. Helgren and Ms. Schmitt
pursuant to the terms of the severance obligations of the Company if such cost is not included in
the amount of payments described in clause (b) of this definition, plus (h) liability for the two-
year service credit under the Company's supplemental executive retirement plan for Mr.
Dickinson, Mr. Helgren and Ms. Schmitt pursuant to the terms of the severance obligations of
the Company if such cost is not included in the amount of payments described in clause (b) of
this definition, plus (i) the amount of any dividends paid or declared on or after January 1, 2009
on any Shares, plus (j) the cost of obtaining an annuity to fund the founder's stipend pursuant to
Section 6.11(e), plus (k) all out-of-pocket costs of the Company and its subsidiaries in
connection with Section 7.2(d), plus (1) any actual or estimated fees and expenses to be paid to
any other advisors of the Company for services related to the Merger, plus (m) the cost of the
title pollcy required to be delivered by the Company to Parent pursuant to Section 1.6(a)(iv)
(each of (a) through (m) individually referred to as a "Pro Forma Adjustment"”). Schedule 2.1(b)
sets forth the Company's itemized estimate of the Pro Forma Adjustments as of the date of this
Agreement

"Pro Forma Adjustments Allowance” means $8,000,000, which represents the estimated
amount of Pro Forma Adjustments at the Effective Time.
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"Target Net Book Value" means $113,400,000.

"Top-Up Amount" means the amount equal to (a) the Estimated Closing Net Book \ilalue
minus (b) the Ceiling Amount. For the avoidance of doubt, the Top-Up Amount cannot be less
than zero. ‘

"Total Assets" means the total consolidated assets of the Company and its subsidiaries
calculated in accordance with the Agreed Net Book Value Principles.

"Total Cash Consideration” means an amount equal to (a) the Closing Aggﬁegate
Consideration plus (b) the aggregate exercise price of all Options.

"Total Closing Non-Preferred Consideration” means the amount equal to (a) the Total
Cash Consideration minus (b) the sum of (i) the Aggregate Preferred Share Consideration and (ii)
the Net Worth Hold Back Amount. |

"Total Liabilities" means the total consolidated liabilities of the Company and its
subsidiaries calculated in accordance with the Agreed Net Book Value Principles.

"Upside Closing Date Adjustment Amount" means the amount equal to (a) the Estimated
Closing Net Book Value minus (b) the Target Net Book Value up to the Upside Collar; provided,
however, in the event that (i) the Company exercises its right to terminate this Agreement
pursuant to_Section 9.3(c), and (ii) Parent agrees to increase the maximum aggregate Merger
Consideration payable pursuant to this Article II by an amount equal to the Top-Up Amount, the

Upside Closing Date Adjustment Amount shall be an amount equal to (x) the Upside Collar plus
(y) the Top-Up Amount. \

"Upside Collar" means the amount equal to $13,000,000; provided, however, that if the
Closing has not occurred on or before August 31, 2009, such amount shall be increased each day
after August 31, 2009 until and including the Closing Date by an amount equal to the quotient of
(a) $1,500,000 and (b) the number of days in the applicable calendar month. :

Section 2.2  Effect on the Shares and the Purchaser's Capital Stock.

(@  As of the Effective Time, by virtue of the Merger and without any action on the
part of the holders of common stock of the Company, each share of common stock of the
Company (together with each associated share purchase right (each a "Right") under the
Company's Rights Agreement, dated March 10, 2005, between the Company and Fifth Third
Bank, as rights agent (the "Rights Plan™)) (each a "Share" and collectively the "Shares") issued
and outstanding immediately before the Effective Time (other than any Shares held by a &vholly-
owned subsidiary of the Company, which Shares, by virtue of the Merger and without any action
on the part of the holder of such Shares, shall be canceled and retired and shall cease 1to exist
with no payment being made with respect thereto) shall be converted into the right to receive (i)
the Merger Cash Price (subject to any applicable withholding Taxes specified in Section 3.1(f),
without interest, payable to the holder as set forth in Article III; and (ii) the Deferred Payment
Per Share, if any (subject to any applicable withholding Taxes specified in Section 3.3(e)),
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without interest, payable to the holder as set forth in Article IIL Collectively, the Merger Cash

Price and the Deferred Payment Per Share are referred to as the "Merger Consideration.”
!

(b)  As of the Effective Time, by virtue of the Merger and without any action on the
part of the holders of Class A Preferred Shares of the Company (the "Preferred Shares"), each
Preferred Share issued and outstanding immediately before the Effective Time shall be canceled
and retired and automatically converted into the right to receive an amount in cash equal to
$1,000 per share plus any unpaid dividends accrued as provided in the articles of incorporation
of the Company to the Effective Time (the "Preferred Share Price"), without interest, payable to
the holder as set forth in Article III (subject to any applicable withholding Taxes specified in
Section 3.1(f)).

{(c) As of the Effective Time, by virtue of the Merger and without any action on the
part of the holders of shares of capital stock of the Purchaser, each share of capital stock of the
Purchaser issued and outstanding immediately before the Effective Time shall be converted into

and become one fully paid and nonassessable share of common stock of the Surviving
Corporation.
|

Section 2.3  Treatment of Options and Other Stock Based Awards.

ka) Immediately before the Effective Time, without any action on the part of Parent,
the Purchaser, the Company or the holders of Options, each Option, whether vested or unvested,
that is outstanding immediately before the Effective Time shall be cancelled and extinguished.
Each Option shall be automatically converted into solely the right to receive for each Share that
would have been issued if the Option were exercised in full (i) an amount in cash equal to the
excess, if any, of the Per Share Closing Amount over the exercise price per Share of such Option
(the "Option Closing Consideration"), (ii) the Per Share Adjustment Amount, if any, and (iii) the
Deferred Payment Per Share, if any, in each case without interest and subject to any applicable
withholding Taxes pursuant to Sections 3.1(f) and 3.3(e). The Surviving Corporation shall pay
the Option Closing Consideration in accordance with its ordinary payroll procedures (which shall
include payment of any withholding Taxes by Parent or the Surviving Corporation when and as
due) as/promptly as practicable but in no event later than five Business Days after the Effective
Time to the individuals and in the amounts listed in Schedule 2.3(a). For the avoidance of doubt,
all holders of Options shall receive payment of the Per Share Adjustment Amount, if any, and the
Deferred Payment Per Share, if any, as if the Options were fully exercised and the number of
Shares subject to each Option had been issued and outstanding immediately before the Effective
Time.

(b) Immediately before the Effective Time, and without any action on the part of
Parent, the Purchaser, the Company or the holders of Restricted Shares, each Restricted Share
that is outstanding immediately before the Effective Time shall be cancelled and extinguished.
Each Restricted Share shall be automatically converted into solely the right to receive for each
Restricted Share cancelled (i) the Per Share Closing Amount, (ii) the Per Share Adjustment
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Amount, if any, and (jii) the Deferred Payment Per Share, if any, in each case without interest
and subject to any applicable withholding Taxes pursuant to Sections 3.1¢(f) and 3.3(e). | The
Surviving Corporation shall pay the Per Share Closing Amount in accordance with its ordinary
payroll procedures (which shall include payment of any withholding Taxes by Parent or the
Surviving Corporation when and as due) as promptly as practicable but in no event later than five
Business Days after the Effective Time to the holders of Restricted Shares and in the amounts
listed in Schedule 2.3(b). 1

(c)  Before the Effective Time, the Company shall (1) cause to be effected any
necessary amendments to the Company Incentive Plans and any other resolutions or actions, in
such form reasonably acceptable to Parent, as may reasonably be required to (A) authorize the
actions contemplated by this Section 2.3 and terminate the Company Incentive Plans in their
entirety and (B) cancel and extinguish all Options and Restricted Shares issued thereunder,
without any further compensation except as provided in this Agreement and (ii) obtain the
consent of each holder of Options and each holder of Restricted Shares to the treatment of such
awards as provided in this Section 2.3, in such form reasonably approved by Parent.

(d  For purposes of this Agreement, (i) "Option" means the right to receive Shares
pursuant to the exercise of any stock options granted pursuant to the Company Incentive Plans;
(ii) "Restricted Shares” means all shares of restricted stock awarded under the Company
Incentive Plans which are unvested immediately before the Effective Time; and (iii) "Company
Incentive Plans” means, collectively, the Company's Stock Incentive Plan of 2005 and the
Company's Stock Incentive Plan of 2004. o

Section 2.4  Post Closing Net Worth Adjustment.

(@) Not later than five Business Days prior to the Closing, the Company shall prepare
and deliver to Parent an estimated closing statement (the "Estimated Closing Statement")
consisting of (X) a pro forma unaudited consolidated balance sheet of the Company and its
subsidiaries as of the Closing Date (the " stimated Closing Balance Sheet"), (Y) a reasonably
detailed written statement of the calculation of the Net Book Value as of the close of business on
the Closing Date based on the Estimated Closing Balance Sheet (the "Estimated Closing Net
Book Value™), and (Z) an itemized calculation of the amount of each of the Pro Forma
Adjustments (the "Pro Forma Adiustments Allowance Itemization") (which Pro Forma
Adjustments Allowance Itemization shall have no effect on the Estimated Closing Balance
Sheet). The Estimated Closing Balance Sheet shall:

(1) be prepared in the same format as the December 31, 2008 Balance Sheet,

(i)  be derived from the books of account and other financial records of the

Company and its subsidiaries, and ‘
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(iii) be prepared in accordance with GAAP applied consistently with its
application in connection with the preparation of the December 3 1, 2008 Balance Sheet.

\ The preceding clauses (i) through (jii) are collectively referred to as the "Agreed
Balance Sheet Principles." In the case of any inconsistencies between the Agreed Balance Sheet
Principles and GAAP, GAAP shall control.

The Estimated Closing Net Book Value shall be derived from the books of
accounts and other financial records of the Company and its subsidiaries and shall be prepared in
accordance with the Agreed Net Book Value Principles. For purposes of this Agreement, the
Estimated Closing Net Book Value and the Closing Net Book Value shall be the "Total
shareholders' equity" as set forth on the Estimated Closing Balance Sheet or the Closing Balance
Sheet, as applicable, subject to the following adjustments:

\ @) the calculation of the Estimated Closing Net Book Value and the Closing
'Net Book Value shall exclude (which shall have the effect of adding to Net Book Value)
the aggregate amount of any of the items defined as Pro Forma Adjustments (to the
extent not expensed, accrued or reflected in the December 31, 2008 Balance Sheet) to the
extent such items have been expensed, accrued or reflected in accordance with GAAP on
the Estimated Closing Balance Sheet and the Closing Balance Sheet, respectively;

‘ (ii) the calculation of the Estimated Closing Net Book Value and the Closing
Net Book Value shall exclude (which shall have the effect of adding to Net Book Value)
the amount of any fees payable to the Company Financial Advisor that are accrued in
accordance with GAAP on the Estimated Closing Balance Sheet and the Closing Balance
Sheet, as applicable, if and to the extent such fees will be deducted from the Per Share
Adjustment Amount, if any, pursuant to Section 2.1:

| (i)  the Estimated Closing Net Book Value and the Closing Net Book Value
shall be adjusted to eliminate the aggregate effect of any changes in the accounting
policies or practices required by GAAP to be adopted from the date of January 1, 2009
iuntil the Closing Date; and

(iv)  if, and to the extent that the Net Loss and LAE Incurred by the Principal
Insurers in the period from January 1, 2009 through the Closing Date for all accident
years (or portions thereof) on or before the Closing Date determined in accordance with
Section 6.15 is greater or less than the Net Loss and LAE incurred in the period from
January 1, 2009 through the Closing Date for all accident years (or portions thereof) on or
before the Closing Date determined in accordance with GAAP to prepare the Estimated
Closing Balance Sheet and Closing Balance Sheet, as applicable, then the amount of such
difference (net of tax effect) shall be subtracted from or added to, respectively, the "Total
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shareholders' equity” to determine the Estimated Closing Net Book Value and the
Closing Net Book Value, as applicable.

The preceding clauses (i) through (iv) are collectively referred to as the "Agreed
Net Book Value Principles”. For the avoidance of doubt, any item that is a Pro Fprma
Adjustment or any tax offect which reduces the amount of any Pro Forma Adjustment shall
affect the Estimated Closing Net Book Value and the Closing Net Book Value, as applicable,
only once without duplication.

The Estimated Closing Statement, the Estimated Closing Net Book Value, and the
Pro Forma Adjustments Allowance Ttemization shall be accompanied by a certificate signed by
the Chief Financial Officer of the Company, certifying that (X) the Estimated Closing Balance
Sheet was prepared in accordance with this Section 2.4(2), (Y) the Estimated Closing Net Book
Value was calculated in accordance with this Section 2.4(a), and (Z) the Pro Forma Adjustments
Allowance Itemization accurately represents good faith estimates of the actual expense or
liability associated with each Pro Forma Adjustment. For purposes of the Closing, the Closing
Aggregate Consideration shall be calculated based on the Estimated Closing Net Book Value
delivered by the Company pursuant to this Section 2.4(a) and the Pro Forma Adjustments
Allowance. Parent and Company agree to use commercially reasonable efforts and good faith to
identify any issues and points of disagreement relating to the valuation of assets and liabilities
reflected in the Estimated Closing Balance Sheet and to agree upon the calculation of the
Estimated Closing Net Book Value; provided, however, that any such agreement shall not bind
Parent in any respect in connection with its preparation and delivery of the Closing Statement
pursuant to Section 2.4( b). Subject to Section 2.4(b), the mutual purpose of any agreement on
the Estimated Closing Net Book Value is to avoid or minimize any difference between the
Estimated Closing Net Book Value and the Closing Net Book Value, which is acknowledged to
be in the best interest of all parties.

(b)  Within 90 days after the Closing Date, Parent shall prepare and deliver to the
Holders Agent a closing statement (the "Closing Statement”), consisting of (X) a consolidated
balance sheet of the Company and its subsidiaries as of the Closing Date (the "Closing Balance
Sheet"), (Y) a reasonably detailed written statement of the calculation of the Net Book Value as
of the close of business on the Closing Date based on the Closing Balance Sheet, without giving
effect to transactions following the Closing (the "Closing Net Book Value™ and (Z) Parent's
itemized calculation of the Pro Forma Adjustments (the "Closing Aggregate Pro Forma
Adjustment Amount"). The Closing Balance Sheet shall be prepared in accordance with the
Agreed Balance Sheet Principles; provided, however, that in the case of any inconsistencies
between the Agreed Balance Sheet Principles and GAAP, GAAP shall control. The Closing
Balance Sheet shall be accompanied by an audit opinion that the Closing Balance Sheet presents
fairly, in all material respects, the consolidated financial position of the Company and its
subsidiaries at the Closing Date, in conformity with GAAP (the "Closing Audit Opinion")
provided by Ernst & Young LLP (or, if such firm is unable or unwilling to act, such other
nationally recognized independent public accounting firm as shall be agreed upon by Parent and
the Holders Agent in writing), with the expenses related to the Closing Audit Opinion to be
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shared equally between the Surviving Corporation and the Holders Agent. The Closing Net
Book Value shall be prepared in accordance with the Agreed Net Book Value Principles. The
Closing Statement shall be accompanied by a certificate signed by the Chief Financial Officer of
Parent,| certifying that (X) the Closing Net Book Value was calculated in accordance with this
Section 2.4(b) and (Y) the Closing Aggregate Pro Forma Adjustment Amount accurately

represents the actual expense or liability associated with each Pro Forma Adjustment.
|

(c) During the 60-day period following the Holders Agent's receipt of the Closing
Statement, the Holders Agent and its Representatives shall have access to the working papers of
Parent jand, subject to Holders Agent executing any release or similar document reasonably
requested, Ernst & Young LLP (or such other accounting firm retained to deliver the Closing
Audit Opinion), in each case, relative to the preparation of the Closing Balance Sheet or Closing
Net Book Value, as applicable. The Closing Statement shall become final and binding upon the
Holders Agent on behalf of the Holders, on the 60th day following delivery thereof (the "Notice
Deadline"), unless the Holders Agent gives written notice of its disagreement with the Closing
Statement (the "Notice of Disagreement") to Parent prior to the Notice Deadline. After the
Notice Deadline, the Holders Agent may not deliver any Notice of Disagreement. The Notice of
Disagreement shall (i) specify in reasonable detail the nature of each disagreement so asserted,
(i) only include disagreements based on (A) mathematical errors, (B) the Closing Net Book
Value not being calculated in accordance with this Section 2.4 or any other provision of this
Agreement, or (C) the Closing Aggregate Pro Forma Adjustment Amount not being calculated in
accordance with this Section 2.4 or any other provision of this Agreement, (iii) set forth the
amount of the Closing Net Book Value that the Holders Agent believes to be correct and (iv) set
forth the Closing Aggregate Pro Forma Adjustment Amount (itemized for each Pro Forma
Adjustment) that the Holders Agent believes to be correct. During the 30-day period following
the delivery of the Notice of Disagreement, Parent and the Holders Agent shall seek in good faith
to resolve in writing any differences that they may have with respect to the matters specified in
the Notice of Disagreement. During such period, Parent and its Representatives shall have
access to the working papers of the Holders Agent and the working papers of the Company, in
each case, relative to the preparation of the Estimated Closing Balance Sheet.

(d) At the end of such 30-day period, Parent and the Holders Agent shall submit to an
independent accounting firm that is not the independent auditor of Parent, the Company or the
Holders Agent (the "Accounting Firm") for arbitration any and all matters that remain in dispute
with respect to the Notice of Disagreement in the form of a written document. The Accounting
Firm shall be Deloitte & Touche LLP or, if such firm is unable or unwilling to act, such other
nationally recognized independent public accounting firm as shall be agreed upon by Parent and
the Holders Agent in writing. If Parent and the Holders Agent fail to agree on an Accounting
Firm within ten Business Days after the expiration of the 30-day period, either Parent or the
Holders Agent may request The American Arbitration Association to appoint, within ten
Business Days from the date of such request, a nationally recognized independent accounting
firm that is independent and impartial, with significant arbitration experience and significant
audit experience in the insurance industry, to act as the Accounting Firm and such appointment
shall be conclusive and binding on Parent and the Holders Agent. Parent and the Holders Agent
agree to enter into an engagement letter with the Accounting Firm containing customary terms
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and conditions for this type of engagement. The Accounting Firm shall (i) review only the
matters that were properly included in the Notice of Disagreement and which Parent and the
Holders Agent have not otherwise resolved and (ii) make its determination based on the terms
and conditions set forth in this Section 2.4 and (A) for purposes of the Closing Net Book Value,
within the range of (I) the amount of Closing Net Book Value set forth in the Closing Statement
and (II) the amount of Closing Net Book Value set forth in the Notice of Disagreement and (B)
for purposes of the Closing Aggregate Pro Forma Adjustment Amount, within the range of (I)
the amount of the Closing Aggregate Pro Forma Adjustment Amount set forth in the Closing
Statement and (II) the amount of the Closing Aggregate Pro Forma Adjustment Amount set forth
in the Notice of Disagreement. Parent and the Holders Agent shall reasonably cooperate with,
and provide information and documentation, including any working papers relative to the
preparation of the Closing Net Book Value or the Notice of Disagreement, as applicable, to assist
the Accounting Firm. Any such information and documentation provided by Parent or the
Holders Agent to the Accounting Firm shall concurrently be provided to the other party to the
extent not already so provided. Neither Parent nor the Holders Agent shall disclose to the
Accounting Firm, and the Accounting Firm shall not consider for any purpose, any settlement
discussions or settlement offer made by Parent or the Holders Agent with respect to any matter
submitted for arbitration under this Section 2.4(d), unless otherwise agreed by Parent and the
Holders Agent. The Accounting Firm's report shall include a reasonably detailed accounting of
any change to the Closing Statement. The Accounting Firm shall deliver as promptly as
practicable and if possible within 60 days after its appointment, a written award setting forth its
decision. The Accounting Firm's decision shall be final and binding upon Parent and the Holders
Agent, on behalf of the Holders, to the fullest extent permitted by applicable Law and judgment
thereon may be entered and enforced in any court having jurisdiction. Each of Parent and the
Holders Agent shall bear the fees and disbursements incurred by it in connection with the matters
set forth in this Section 2.4, except that the fees and expenses of the Accounting Firm incurred
pursuant to this Section 2.4 shall be borne equally by the Holders Agent and Parent. The 60-day
period for delivering the written award may be extended by the mutual written consent of Parent
and the Holders Agent or by the Accounting Firm for up to an additional 30 days for good cause
shown. Notwithstanding anything else contained herein, no party may assert that any award
issued by the Accounting Firm is unenforceable because it has not been timely rendered.

(¢)  If the Closing Net Book Value plus the Pro Forma Adjustment Amount Increase,
if any, or minus the Pro Forma Adjustment Amount Setoff, if any, as applicable, is less than the
Floor Amount, Parent shall be entitled to an offset against the Contingent Consideration, if any
(the "Net Book Value Shortfall"). !

@) In the event of a Pro Forma Adjustment Amount Increase, |
the Net Book Value Shortfall shall be equal to (x) the Floor Amount minus (y) the.

sum of (A) the Closing Net Book Value and (B) the Pro Forma Adjustment,
Amount Increase. |

(ii)  Inthe event of a Pro Forma Adjustment Amount Setoff, the;
Net Book Value Shortfall shall be equal to (x) the Floor Amount minus (y) the
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difference between (A) the Closing Net Book Value and (B) the Pro Forma
Adjustment Amount Setoff.

(iii) In the event there is neither a Pro Forma Adjustment
Amount Increase nor a Pro Forma Adjustment Amount Setoff, the Net Book
Value Shortfall shall be equal to (x) the Floor Amount minus (y) the Closing Net
Book Value.

® The Holders Agent shall serve as agent for the Holders for purposes of
determining and administering any payments owed to the Holders pursuant to this Section 2.4.

Section 2.5  Contingent Consideration.

@) The Holders Agent shall serve as agent for the Holders for purposes of
determining and administering the Contingent Consideration pursuant to this Section 2.5.

(b)  For purposes of this Agreement, "Contingent Consideration" shall equal an
amount in dollars calculated pursuant to the following formula (the "Contingent Consideration
Formula"):

X=(A+D)-((B+C)HD*((B+C)/A)))
Where:

A is $230,301,000, which equals the aggregate amount in dollars recorded by
MHA Insurance Company ("MHAIC") and Washington Casualty Company
("WCC" and, together with MHAIC, the "Principal Insurers") for statutory
financial reporting purposes in conformity with accounting practices prescribed or
permitted by the Principal Insurers' respective domiciliary state Insurance
Regulators (OFIR and WIC) for "Losses and Defense and Cost Containment
Expenses", as defined by Applicable SAP ("Permitted Expenses"), as reported as
unpaid in the financial statements of the Principal Insurers as of December 31,
2008;

B equals the aggregate amount in dollars paid by the Principal Insurers (or any
successors) on and after January 1, 2009 through and including December 31,
2013 for Permitted Expenses associated with claims reported or incurred, as
?applicable, on or before December 31, 2008;
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C equals the Agreed Central Estimate as determined pursuant to Sections 2.5(d),
() and (f); and

D is $22,239,000, which equals the amount in dollars recorded by the Principal
Insurers for statutory financial reporting purposes in conformity with accounting
practices prescribed or permitted by the Principal Insurers' respective domiciliary
state Insurance Regulators (OFIR and WIC) for (i) "Adjusting and Other
Expenses” that are unpaid and (ii) "Death, Disability and Retirement Reserves”,
each as defined by Applicable SAP, as of December 31, 2008

And then:

If X is (i) a negative number or less than or equal to the Contingent Consideration
Deductible, then the Contingent Consideration shall equal zero (0); or (ii) greater
than the Contingent Consideration Deductible, then the Contingent Consideration
shall be equal to (A) X minus the Contingent Consideration Deductible,
multiplied by (B) 0.7, multiplied by (C) 0.65. The "Contingent Consideration
Deductible" shall be an amount equal to Thirty Eight Million Dollars
($38,000,000).

For purposes of the Contingent Consideration Formula: (I) losses or expenses associated with
claims-made policies include claims reported on or before December 31, 2008; (II) losses or
expenses associated with occurrence policies include claims involving events occurring on or
before December 31, 2008; (III) losses or expenses associated with reporting endorsements or
tail-policies include claims on policies issued on or before December 31, 2008 and (IV) all
Permitted Expenses shall, in each case, be net of any related reinsurance.

(¢)  Not later than January 30, 2014, Parent shall provide, or shall cause the Principal
Insurers to provide, to the Holders Agent all information and data necessary for the calculation of
the Contingent Consideration pursuant to this Section 2.5 (the "Contingent Consideration Data").
Parent shall retain a nationally recognized actuarial firm to calculate the Parent Central Estimate
on behalf of Parent (the "Parent Actuary"). The Holders Agent shall retain a nationally
recognized actuarial firm to calculate the Holders Agent Central Estimate on behalf of the
Holders Agent (the "Holders Agent Actuary"), provided, however, that the same actuarial firm
shall not serve as both the Parent Actuary and the Holders Agent Actuary. Parent shall instruct
the Parent Actuary, and the Holders Agent shall instruct the Holders Agent Actuary, to
communicate with each other during the period commencing on the date Parent delivers the
Contingent Consideration Data to the Holders Agent pursuant to this Section 2.5(c) and ending
on the Business Day prior to the Central Estimate Delivery Date. Not later than March 15 of
each year for the years 2010 through 2013, Parent shall provide, or shall cause the Principal
Insurers to provide, to the Holders Agent the information set forth on Schedule 2.5(c) as of
December 31 of the preceding year.
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(d)  Not later than March 17, 2014 (the "Central Estimate Delivery Date"), (i) Parent
shall deliver to the Holders Agent the Parent Actuary's actuarial central estimate of the Permitted
Expenses that are unpaid as of December 31, 2013 associated with claims reported or incurred,
as applicable, on or before December 31, 2008 (the "Parent Central Estimate") and (ii) the
Holders Agent shall deliver to Parent the Holders Agent's actuarial central estimate of the
Permitted Expenses that are unpaid as of December 31, 2013 associated with claims reported or
incurred, as applicable, on or before December 31, 2008 (the "Holders Agent Central Estimate").
If (A) the Parent Central Estimate is within $2,000,000 of the Holders Agent Central Estimate,
the mid-point of the range between the Parent Central Estimate and the Holders Agent Central
Estimate shall be the "Agreed Central Estimate" and shall become binding and final for purposes
of the Contingent Consideration Formula within five Business Days of the Central Estimate
Delivery Date (the "Central Estimate Period") or (B) if the range between the Parent Central
Estimate and the Holders Agent Central Estimate (the "Central Estimate Range") is greater than
$2,000,000, the Agreed Central Estimate shall be (1) as agreed to in writing by Parent and the
Holders Agent during the Central Estimate Period or (ii) if Parent and the Holders Agent are
unable jto agree on the Agreed Central Estimate during the Central Estimate Period, determined
by the Actuary Firm in accordance with Section 2.5(e). If the Central Estimate Range is greater
than $2,000,000, Parent and the Holders Agent shall negotiate in good faith during the Central
Estimat3e Period to reach agreement on the Agreed Central Estimate.

(e) If the Central Estimate Range is greater than $2,000,000 and Parent and the
Holders Agent do not otherwise reach agreement on the Agreed Central Estimate in accordance
with Section 2.5(d), Parent and the Holders Agent shall submit the Parent Central Estimate and
the Holders Agent Central Estimate along with the Contingent Consideration Data to an
independent actuarial firm that is not the Parent Actuary or the Holders Agent Actuary (the
"Actuary Firm") for arbitration. The Actuary Firm shall be a nationally recognized independent
actuarial firm as agreed upon by Parent and the Holders Agent in writing. If Parent and the
Holders Agent fail to agree on an Actuary Firm within five Business Days after expiration of the
Central Estimate Period, either Parent or the Holders Agent may request The American
Arbitration Association to appoint, within five Business Days from the date of such request, a
nationally recognized independent actuarial firm that is independent and impartial to act as the
Actuary Firm and such appointment shall be conclusive and binding on Parent and the Holders
Agent. - Parent and the Holders Agent agree to enter into an engagement letter with the Actuary
Firm containing customary terms and conditions for this type of engagement. The Actuary Firm
shall (i) review only the Contingent Consideration Data and (ii) make its determination of the
actuarial central estimate of the Permitted Expenses that are unpaid as of December 31, 2013
associated with claims reported or incurred, as applicable, on or before December 31, 2008 (the
"Actuary Firm Central Estimate”). The Actuary Firm shall deliver as promptly as practicable
and if possible within 45 days after its appointment, a written report setting forth the Actuary
Firm Central Estimate and the Agreed Central Estimate as determined in accordance with
Section 2.5(f). The 45-day period for delivering the written report may be extended by mutual
written consent of Parent and the Holders Agent or by the Actuary Firm for up to an additional
15 days for good cause shown. The Actuary Firm's decision shall be final and binding upon
Parent and the Holders Agent to the fullest extent permitted by applicable Law and judgment
thereon may be entered and enforced in any court having jurisdiction.
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H Unless determined in accordance with Section 2.5(d), the Agreed Central
Estimate shall be: (i) if the Actuary Firm Central Estimate is greater than the Parent Central
Estimate and the Holders Agent Central Estimate, the higher of the Parent Central Estimate and
the Holders Agent Central Estimate, (ii) if the Actuary Firm Central Estimate is less than the
Parent Central Estimate and the Holders Agent Central Estimate, the lower of the Parent Central
Estimate and the Holders Agent Central Estimate; and (iii) if the Actuary Firm Central Estimate
is within the Central Estimate Range, the Actuary Firm Central Estimate. The Agreed Central
Estimate determined in accordance with this Section 2.5(f) shall become final and binding upon
Parent and the Holders Agent for purposes of the Contingent Consideration Formula upon
delivery of the Actuary Firm's report pursuant to Section 2.5(e).

(g)  Within five Business Days after the determination of the Agreed Central Estimate,
Parent shall deliver to the Holders Agent a statement setting forth its calculation of the
Contingent Consideration and identifying each component of the Contingent Consideration
Formula (the "Contingent Consideration Statement"). The Contingent Consideration Statement
shall be accompanied by a certificate certifying that the Contingent Consideration was calculated
in accordance with this Section 2.5 and signed by the Chief Financial Officer of Parent. The
Contingent Consideration Statement shall become final and binding upon Parent and the Holders
Agent, on behalf of the Holders, on the tenth Business Day following delivery thereof (the
"Contingent Consideration Notice Deadline™, unless the Holders Agent provides written notice
of its disagreement with the Contingent Consideration Statement (the "Contingent Consideration
Notice of Disagreement"”) to Parent prior to the Contingent Consideration Notice Deadline.
After the Contingent Consideration Notice Deadline, the Holders Agent is not permitted to
deliver any Contingent Consideration Notice of Disagreement. The Contingent Consideration
Notice of Disagreement shall (i) specify in reasonable detail the nature of each disagreement so
asserted, (ii) only include disagreements based on (A) mathematical errors or (B) the Contingent
Consideration not being calculated in accordance with this Section 2.5 or any other provision of
this Agreement and (iii) the amount of the Contingent Consideration the Holders Agent believes
to be correct; provided, however, the Holders Agent shall not be permitted to challenge the
Agreed Central Estimate. If any Contingent Consideration Notice of Disagreement is delivered,
then the Contingent Consideration Statement (as revised in accordance with this sentence) shall
become final and binding upon Parent and the Holders Agent, on behalf of the Holders, on the
earlier of (X) the date Parent and the Holders Agent resolve in writing any and all differences
they have with respect to the matters specified in the Contingent Consideration Notice of
Disagreement timely delivered and (Y) the date any disputed matters are finally resolved in
writing by the Actuary Firm. During the five Business Day period following the Contingent
Consideration Notice Deadline, Parent and the Holders Agent shall seek in good faith to ;resolve
in writing any differences that they may have with respect to the matters specified in the
Contingent Consideration Notice of Disagreement. During such period, Parent and the Holders
Agent and their Representatives shall have access to the working papers of the Parent Actuary
and the Holders Agent Actuary relative to the preparation of the Contingent Consideration
Statement and the Contingent Consideration Notice of Disagreement, as applicable. ‘

(h) At the end of such five Business Day period, Parent and the Holders Agent shall
submit to the Actuary Firm for arbitration any and all matters that remain in dispute with respect
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to the Contingent Consideration Notice of Disagreement in the form of a written document. The
Actuary Firm shall (i) review only the matters that were properly included in the Contingent
Consideration Notice of Disagreement and which Parent and the Holders Agent have not
otherwise resolved and (ii) make its determination based on the terms and conditions set forth in
this Section 2.5 and within the range of the amount of Contingent Consideration set forth in the
Contingent Consideration Statement and the amount of Contingent Consideration set forth in the
Contingent Consideration Notice of Disagreement. Parent and the Holders Agent shall
reasonably cooperate with, and provide information and documentation, including any working
papers relative to the preparation of the Contingent Consideration Statement and the Contingent
Consideration Statement of Disagreement, as applicable, to assist the Actuary Firm. Any such
information and documentation provided by Parent or the Holders Agent to the Actuary Firm
shall concurrently be provided to the other party to the extent not already so provided. Neither
Parent nor the Holders Agent shall disclose to the Actuary Firm, and the Actuary Firm shall not
consider for any purpose, any settlement discussions or settlement offer made by Parent or the
Holders Agent with respect to any matter submitted for arbitration under this Section 2.5 unless
otherwise agreed by Parent and the Holders Agent. The Actuary Firm's report shall include a
reasonably detailed accounting of its determination of the amount of the Contingent
Consideration. The Actuary Firm shall deliver within 15 days after its receipt of the submission
of the matters remaining in dispute, a written award setting forth its decision. The Actuary
Firm's decision shall be final and binding upon Parent and the Holders Agent, on behalf of the
Holders, to the fullest extent permitted by applicable Law and judgment thereon may be entered
and enforced in any court having jurisdiction. Each of Parent and the Holders Agent shall bear
the fees and expenses incurred by it in connection with the matters set forth in this Section 2.5

except that the fees and expenses of the Actuary Firm incurred pursuant to this Section 2.5 shall
be paid by Parent and 50% of such fees and expenses paid by Parent (the "Holders Actuary
Expenses") shall be subtracted from the Deferred Payment Excess, if any, in accordance with
Section 2.7(a) and, to the extent any amount of the Holders Expenses exceeds the Deferred
Payment Excess, such amount shall be reimbursed by the Holders Agent. The 15-day period for
delivering the written award may be extended by the mutual written consent of Parent and the
Holders Agent or by the Actuary Firm for up to an additional 10 days for good cause shown.
Notwithstanding anything else contained herein, no party may assert that any award issued by
the Actuary Firm is unenforceable because it has not been timely rendered.

Section2.6  Offset Adjustment.

‘(a) The Holders Agent shall serve as agent for the Holders for purposes of
determining and administering the Offset Adjustment Amount pursuant to this Section 2.6.

(b)  Not later than January 30, 2014 (the "Recovery Cut-Off Date"), Parent shall
prepare and deliver to the Holders Agent a statement (the "Offset Adjustment Statement") setting
forth the following items: (i) a calculation of the total amount to be offset against the Contingent
Consideration (including an itemization by claim) based on all finally resolved claims for Losses
and Taxes pursuant to Article VIII of this Agreement, if any; (ii) a calculation of the total amount
to be offset against the Contingent Consideration (including an itemization by claim) for all
pending claims for Losses and Taxes pursuant to Article VIII of this Agreement, if any; (iii) a
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calculation of the ‘otal amount to be credited to the Contingent Consideration (including an
itemization by claim) for all finally resolved and pending recoveries against third parties for
Losses and Taxes ffset against the Contingeat Consideration pursuant to Article VIII of this
Agreement, if any: ‘nd (iv) the Net Book Value Shortfall, if any (the aggregate amount of (i), (i1),
(iii) and (iv) is referred to herein as the "Offset Adjustment Amount"). The Offset Adjustment
Statement shall become final and binding upon the Holders Agent, on behalf of the Holders, on
March 31, 2014 {the "Offset Adjustment Notice Deadline"), unless the Holders Agent gives
written notice of its Jisagreement with the Offset Adjustment Statement (the "Offset Adjustment
Notice of Disagrezment") to Parent prior to the Offset Adjustment Notice Deadline. For the
avoidance of doub. the Offset Adjustment Notice of Disagreement shall include all Tax Offset
Adjustment Notic - »f Disagreements delivered pursuant to Section 8.3; provided, however, that
the Offset Adjus' -<nt Notice of Disagreemert may not include any Tax Claim for which the
Holders Agent f:-'d to deliver a Tax Offset Adjustment Notice of Disagreement to Parent in
accordance with - .:tion 8.3. After the Offset Adjustment Notice Deadline, the Holders Agent
may not deliver a:. Offset Adjustment Notice of Disagreement. The Offset Adjustment Notice
of Disagreement - a1l (A) specify in reasonable detail each claim or matter the Holders Agent
disputes and the :ture of each disagreement so asserted, (B) specify the amount the Offset
Adjustment Amc’ it should be adjusted as a result of each such dispute and (C) set forth the
amount of the (¢ et Adjustment Amount that the Holders Agent believes to be correct. If
Parent receives ¢ Offset Adjustment Notice of Disagreement before the Offset Adjustment
Notice Deadline. “en the Offset Adjustment Statement (as revised in accordance with this
sentence) shall be- »me final and binding upon Parent and the Holders Agent, on behalf of the
Holders, on the - tlier of (x) the date Parent and the Holders Agent resolve in a written
agreement any ar:’ all differences they have with respect to the matters specified in the Offset
Adjustment Notice of Disagreement timely delivered and (y) the date any disputed matters are
finally resolved in “vriting by the Arbitrator in accordance with Section 2.6(c) below. During the
30-day period fo!l ‘wing delivery of the Offset Adjustment Notice of Disagreement, Parent and
the Holders Age:. shall seek in good faith to resolve in writing any differences that they may
have with respec’ o the matters specified in the Offset Adjustment Notice of Disagreement.
During such peri. . Parent and the Holders Agent and their Representatives shall have access to
all documents us<< by Parent (including information with respect to the calculation of Losses or
recoveries associaizd with any finally resolved or pending claims) relative to the preparation of
the Offset Adjustrent Statement.

(©) At the end of such 30-day period, Parent and the Holders Agent shall submit to
The American Arbitration Association a request to appoint, within fifteen days from the date of
such request, an arbitrator that is independent and impartial to act as the arbitrator (the
" Arbitrator”) and such appointment shall be conclusive and binding on Parent and the Holders
Agent. Parent and the Holders Agent shall submit for arbitration to the Arbitrator any and all
matters that remain in dispute with respect to the Offset Adjustment Notice of Disagreement in
the form of a written document. The Arbitrator shall (i) review only the matters that were
properly included in the Offset Adjustment Notice of Disagreement and which Parent and the
Holders Agent have not otherwise resolved and (ii) make its determination based on the terms of
this Agreement and, for each disputed item submitted to the Arbitrator, within the range of the
amount assigned to such disputed item by each of Parent and the Holders Agent in the Offset

\
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Adjustment Statement and the Offset Adjustment Notice of Disagreement, respectively. Parent
and the Holders Agent shall reasonably cooperate with, and provide information and
documentation, including any working papers relative to the preparation of the Offset
Adjustment Statement and the Offset Adjustment Notice of Disagreement, as applicable, to assist
the Arbitrator. Any such information and documentation provided by Parent or the Holders
Agent to the Arbitrator shall concurrently be provided to the other party to the extent not already
so provided. Neither Parent nor the Holders Agent shall disclose to the Arbitrator and the
Arbitrator shall not consider for any purpose: ( 1) any settlement discussions or settlement offer
made by Parent or the Holders Agent with respect to any matter submitted for arbitration under
this Section 2.6, unless otherwise agreed by Parent and the Holders Agent or (2) any statement,
whether written or oral, made by a Parent Covered Party or Parent, on the one hand, to the
Holders Agent or any third party, on the other hand, in connection with a Third Party Claim,
including, for the avoidance of doubt, any response or reply by a Parent Covered Party or Parent
to the party making such Third Party Claim regarding the validity of such Third Party Claim.
Notwithstanding anything to the contrary contained herein, in determining any recovery that
Parent is entitled to in connection with any Third Party Claim, the defense of which the Holders
Agent is not permitted to assume pursuant to Section 8.4(c)(A)(E), Parent shall be entitled to
disclos? to the Arbitrator the actual amount of any judgment, settlement, fine or penalty paid by
the Parent Covered Party in connection with such Third Party Claim, but such amount shall not
be binding upon the Arbitrator. The Arbitrator shall determine the total amount to be offset
against the Contingent Consideration with respect to any Third Party Claim, the defense of
which the Holders Agent is not permitted to assume pursuant to Section 8.4(c)(XE), taking into
account all facts and circumstances. Notwithstanding anything to the contrary herein, in
determining any amount that Parent is entitled to offset against the Contingent Consideration for
any Tax Claim, other than for Tax Claims for which the Holders Agent failed to deliver a Tax
Offset Adjustment Notice of Disagreement to Parent in accordance with Section 8.3, Parent shall
be entitled to disclose to the Arbitrator the actual amount of any additional Taxes paid by Parent
or the Surviving Corporation which is the basis for such Tax Claim, but such amount shall not be
binding upon the Arbitrator. The Arbitrator shall determine the total amount to be offset against
the Contingent Consideration with respect to such Tax Claim taking into account all facts and
circumstances. The Arbitrator's decision shall contain a calculation of the Offset Adjustment
Amount, and the findings supporting such calculation, including the Arbitrator's decision on each
disputed item. The Arbitrator shall deliver as promptly as practicable, but in no event later than
30 days after its receipt of the submission of the matters remaining in dispute, a written award
setting forth its decision. The Arbitrator's decision shall be final and binding upon Parent and the
Holders Agent, on behalf of the Holders, to the fullest extent permitted by applicable Law and
judgment thereon may be entered and enforced in any court having jurisdiction. Each of Parent
and the Holders Agent shall bear the fees and expenses incurred by it in connection with the
matters set forth in this Section 2.6, except that the fees and expenses of the Arbitrator incurred
pursuant to this Section 2.6 shall be paid by Parent and 50% of such fees and expenses paid by
Parent (the "Holders Arbitrator Expenses") shall be subtracted from the Deferred Payment
Excess, if any, in accordance with Section 2.7(a) and, to the extent any amount of the Holders
Expenses exceeds the Deferred Payment Excess, such amount shall be reimbursed by the
Holders Agent. The 30-day period for delivering the written award may be extended by the
mutual written consent of Parent and the Holders Agent or by the Arbitrator for up to an
additional 30 days for good cause shown. Notwithstanding anything else contained herein, no

>

-21-



EXECUTION COPY

party may assert that any award issued by the Arbitrator is unenforceable because it has not been
timely rendered. ‘

Section 2.7  Deferred Payment.

(a)  Within three Business Days after the Deferred Payment Calculation Date, Parent
shall (or shall cause Surviving Corporation to) deposit with the Paying Agent funds equal to the
aggregate amount of the Deferred Payment Per Share in accordance with Section 3.3. For
purposes of this Agreement, (i) "Deferred Payment Excess” means the Contingent Consideration
minus the Offset Adjustment Amount, (i) "Deferred Payment” means the Deferred Payment
Excess minus the Holders Expenses, (iif) "Deferred Payment Per Share" means 99.03% of the
aggregate amount of the Deferred Payment divided by the Fully Diluted Common Share Number,
(iv) "Deferred Payment Calculation Date" means the later of (A) the date the determination of
the calculation of the Contingent Consideration becomes final and binding on Parent and the
Holders Agent, on behalf of the Holders, pursuant to Section 2.5, and (B) the date the
determination of the amount of the Offset Adjustment Amount becomes final and binding on
Parent and the Holders Agent, on behalf of the Holders, pursuant to Section 2.6, and (v) "Holders
Expenses" means the sum of (A) the Holders Actuary Expenses and (B) the Holders Arbitrator
Expenses. The Holders Agent shall serve as agent for the Holders for purposes of determining
and administering the Deferred Payment and Deferred Payment Per Share pursuant to this
Section 2.7. Execution and delivery of an Acceptance of Shares is a condition to the right to
receive payment of the Deferred Payment Per Share, if any. For the avoidance of doubt, in no
event shall the Deferred Payment Excess or the Deferred Payment be less than zero.

(b) By way of example only, Exhibit D includes example calculations of the Per
Share Closing Amount, the Per Share Adjustment Amount, the Contingent Consideration, and
the Deferred Payment Per Share. Parent, Purchaser, and the Company agree that such examples
are intended to be illustrative only and are in no way binding on any of the parties.

ARTICLE Il

PAYMENT FOR SHARES

Section 3.1  Payment for Shares.

(@  Following the date of this Agreement and in any event not less than five days
prior to the mailing of the Proxy Statement to the holders of Shares, Parent shall designate a bank
or trust company, reasonably acceptable to the Company, to act as paying agent (the " aying
Agent") for the purpose of making payment of the Per Share Closing Amount, the Per Share
Adjustment Amount, the Deferred Payment Per Share, and the Preferred Share Price to persons
entitled to such amounts, as applicable, under this Agreement. At the Effective Time and from
time to time thereafter, Parent shall, or shall cause the Purchaser or the Surviving Corporation
(including, if necessary, providing the Purchaser or the Surviving Corporation with spfﬁcient
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funds) to, deposit, or cause to be deposited, in trust with the Paying Agent sufficient funds to
permit the Paying Agent to make the payments contemplated by Section 3.1(b) (the "Payment
Fund"). The Payment Fund shall be invested by the Paying Agent in (i) direct obligations of the
United States of America, (ii) obligations for which the full faith and credit of the United States
of America is pledged to provide for payment of all principal and interest, (iit) commercial paper
obligations rated A-1 or P-1 or better by Moody's Investors Services, Inc. or Standard & Poor's
Corporation, respectively, or (iv) a combination of the foregoing or in certificates of deposit,
bank repurchase agreements or banker's acceptances of commercial banks with capital exceeding
$1,000,000,000 and, in any case, no such instrument shall have a maturity exceeding three
months, as directed in writing by Parent or the Purchaser, for the benefit of the holders of the
Shares and the Preferred Shares, for payment of the Per Share Closing Amount and the Preferred
Share Price, as applicable, in exchange for outstanding Shares and Preferred Shares. Parent or
the Surviving Corporation may cause the Paying Agent to pay over to Parent or Surviving
Corporation any net earnings with respect to the investment of the Payment Fund. In no event
will any holder of Shares or Preferred Shares be entitled to any earnings on the Payment Fund.
If there are losses with respect to any investment of the Payment Fund or the Payment Fund
diminishes for any reason below the level required to make prompt cash payment of the Per
Share Closing Amount and Preferred Share Price, as applicable, Parent shall, or shall cause the
Surviving Corporation (including, if necessary, providing the Surviving Corporation with
sufficient funds) to, promptly replace or restore the Payment Fund in cash so as to ensure that the
Payment Fund at all times is maintained at a level sufficient to make prompt cash payments of
the Per Share Closing Amount and Preferred Share Price.

(b)  Not later than three Business Days after the Effective Time, Parent shall cause the
Paying Agent to mail to each record holder of Shares or Preferred Shares immediately before the
Effective Time (other than any Shares or Preferred Shares held by a wholly-owned subsidiary of
the Company) a form of letter of transmittal that shall (i) specify that delivery shall be effected,
and risk of loss and title to the Shares or Preferred Shares shall pass, only upon proper delivery
of the letter of transmittal (and, in the case of certificated Shares or Preferred Shares, the
certificate representing such Shares or Preferred Shares (each a "Certificate")) to the Paying
Agent, (ii) contain instructions for use in surrendering Shares or Preferred Shares (and, in the
case of certificated Shares or Preferred Shares, the Certificate) and receiving the Merger Cash
Price and Preferred Share Price, (iii) require the authorized signature of the holder, (iv) provide
that the Merger Cash Price payable to any holder who has pledged Shares to the Company to
secure repayment of any indebtedness owed to the Company shall be reduced by the amount of
such indebtedness and that such amount shall be paid to the Company in satisfaction of that debt
up to the aggregate amount of the Merger Cash Price payable to such holder pursuant to this
Section 3.1, and (v) such other provisions as Parent and the Company may agree to specify.
Upon the delivery of such letter of transmittal, duly executed (and, in the case of certificated
Shares or Preferred Shares, surrender of the Certificate or effective affidavit of loss in lieu
thereof), to the Paying Agent, together with such other customary documents as may be required
pursuant to such instructions, the Paying Agent shall, within two Business Days of such delivery,
pay the holder of such Shares or Preferred Shares, as applicable, (y) cash in an amount equal to
the Per Share Closing Amount multiplied by the number of Shares held by the holder, less any
required withholding Taxes as specified in Section 3.1(f), and (z) cash in an amount equal to the
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Preferred Share Price multiplied by the number of Preferred Shares held by such holder of
Preferred Shares, less any required withholding Taxes as specified in Section 3.1(f), and such
Shares or Preferred Shares (and any Certificate) shall be canceled. Until so surrendered, Shares
or Preferred Shares (other than Shares or Preferred Shares held by a wholly-owned subsidiary of
the Company) shall represent solely the right to receive, as applicable, the aggregate Merger
Consideration and Preferred Share Price represented by such Shares or Preferred Shares. No

interest shall be paid or accrued on the Merger Consideration or Preferred Share Price.

(c) Parent will cause the Paying Agent to mail with the letter of transmittal to each
record holder of Shares immediately before the Effective Time (other than any Shares held by a
wholly-owned subsidiary of the Company) an Acceptance of Shares ("Acceptance of Shares") in
substantially the form in Appendix A to the Holders' Agency Agreement in the form attached to
this Agreement as Exhibit C, that shall, among other things, include (i) the agreement of the
holder to be a shareholder of Holders Agent and to be bound by the Holders Agency Agreement,
(ii) the agreement of the holder that the holder may assign or transfer the holder's right to
payment of the Per Share Adjustment Amount and Deferred Payment Per Share only in
connection with an authorized transfer of the holder's Holders Agent Shares, (iii) the agreement
of the holder that execution and delivery of an Acceptance of Shares is a condition to payment
of the Deferred Payment Per Share, if any, and (iv) the appointment of the Holders Agent as the
agent of the holder for the purposes stated in this Agreement and the Holders Agency Agreement.
The Paying Agent shall promptly deliver to the Holders Agent all Acceptances of Shares
delivered to the Paying Agent. .

@ Within three Business Days after the Closing Balance Sheet becomes final and
binding on Parent and the Holders Agent pursuant to Section 2.4, Parent shall, or shall cause the
Surviving Corporation to (including, if necessary, providing the Surviving Corporation with
sufficient funds), deposit or cause to be deposited in the Payment Fund sufficient funds to permit
the Paying Agent to make the payments contemplated by this Section 3.1(d). Within two
Business Days after the deposit of such amount in the Payment Fund, Parent shall cause the
Paying Agent to pay (i) to the holders of Shares previously surrendered in accordance with
Section 3.1(b) cash in the amount equal to the Per Share Adjustment Amount, if any, multiplied
by the number of Shares formerly held by the holder and theretofore surrendered, less any
required withholding Taxes as specified in Section 3.1(f), and (ii) to the holders of Shares not yet
surrendered in accordance with Section 3.1(b), upon the delivery of the letter of transmittal and
surrender of such Shares in accordance with Section 3.1(b), cash in the amount equal to the Per
Share Adjustment Amount, if any, multiplied by the number of Shares held by the holder
immediately before the Effective Time, less any required withholding Taxes as speci‘ﬁed in

Section 3.1(f).

(e) Promptly following the date which is one year after the Effective Time, Parent
shall be entitled to require the Paying Agent to deliver to Parent any portion of the Payment Fund
(including any interest received with respect to such funds), Certificates, and other documents in

its possession relating to the transactions described in this Agreement and, except for the Paying
Agent's duties with respect to the Deferred Payment pursuant to Section 3.3, the Paying Agent's
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duties shall terminate. Thereafter, each holder of Shares or Preferred Shares not surrendered
pursuant to Section 3.1(b) (other than Shares or Preferred Shares held by a wholly-owned
subsidiary of the Company) shall be entitled to look to Parent (subject to applicable abandoned
property, escheat and similar Laws) only as general creditors of Parent with respect to the
Merger Cash Price or Preferred Share Price payable upon the surrender of their Shares or
Preferred Shares, without any interest. None of Parent, the Purchaser, the Surviving Corporation
or the Holders Agent shall be liable to any holder of Shares or Preferred Shares for any amount

paid to a public official in accordance with applicable abandoned property, escheat or similar
Laws. '

® The Merger Cash Price and Preferred Share Price shall be net to each holder of
Shares or Preferred Shares in cash, subject to reduction only for (i) any applicable federal backup
withholding and any other Taxes required to be withheld, (ii) repayment of any indebtedness
owed to the Company by a holder who has pledged Shares to the Company to secure repayment
of such indebtedness. Parent, the Surviving Corporation or the Paying Agent shall be entitled to
deduct and withhold from the Merger Cash Price, Preferred Share Price, and any other payment
otherwise payable pursuant to this Agreement to any holder of Shares, Preferred Shares, Options,
Restricted Shares, or other stock based awards such amounts as Parent, the Surviving
Corporation or the Paying Agent is required to deduct and withhold with respect to the making of
such payment under the Internal Revenue Code of 1986, as amended (the "Code"), or any
provision of state, local or non-U.S. tax Law and shall pay the amounts so deducted to the
appropriate Taxing Authority for the account of the relevant holder. To the extent that amounts
are so withheld by Parent, the Surviving Corporation or the Paying Agent, such withheld
amounts shall be treated for all purposes of this Agreement as having been paid to the relevant
holder in respect of which such deduction and withholding was made by Parent, the Surviving
Corporation or the Paying Agent.

(2) If payment of cash in respect of any Share or Preferred Share is to be made to a
person other than the person in whose name such Share or Preferred Share is registered, it shall
be a condition to such payment that the Share or Preferred Share shall be properly endorsed for
transfer, if certificated, or shall be otherwise in proper form for transfer and that the person
requesting such payment shall have paid any Taxes required by reason of such payment in a
name other than that of the registered holder of the Shares or Preferred Shares or shall have
established to the satisfaction of Parent or the Paying Agent that such Tax either has been paid or
is not payable.

(h)  The Merger Cash Price delivered upon the surrender of Shares, and the Preferred
Share Price delivered upon the surrender of Preferred Shares, for exchange in accordance with
the terms of this Agreement shall be deemed to have been issued in full satisfaction of all rights
pertaining to such Shares and Preferred Shares, except for, in the case of Shares, the right to
payment of the Deferred Payment Per Share, if any. After the Effective Time, there shall be no
transfers on the stock transfer books of the Surviving Corporation of any Shares or Preferred
Shares which were outstanding immediately before the Effective Time. If, after the Effective
Time, Shares or Preferred Shares (other than Shares or Preferred Shares held by a wholly-owned
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subsidiary of the Company) are presented to Parent, the Surviving Corporation or the Paying
Agent, they shall be surrendered and canceled in return for the payment by Parent or the Paying
Agent, as applicable, of the aggregate Merger Cash Price or Preferred Share Price relating
thereto, without interest, as provided in this Section 3.1.

@) At the Closing, Company will deliver to Parent and the Paying Agent a certified
list of holders of record of Shares who hold Shares in "book-entry” form on the Company's stock
ledger ("Book-Entry Holders"), including names, addresses, number of shares held, and tax
:dentification number of each holder of record. Except with respect to the surrender of
Certificates, Book-Entry Holders shall be entitled to payment of the Merger Consideration in the
manner and subject to the terms and conditions set forth in this Article III.

() If a Certificate has been lost, stolen or destroyed, Parent and the Surviving
Corporation will cause the Paying Agent to accept an affidavit of that fact by the Person claiming
such Certificate to be lost, stolen or destroyed instead of the Certificate; provided, that, the
Surviving Corporation may require the Person to whom any Merger Consideration or Preferred
Share Price is to be paid, as a condition precedent to the payment thereof, to give the Surviving
Corporation a bond in such reasonable amount as it may direct or otherwise indemnify the
Surviving Corporation in a manner reasonably satisfactory to the Surviving Corporation against
any claim that may be made against the Surviving Corporation with respect to the Certificate
claimed to have been lost, stolen or destroyed.

Section 3.2  Payment of Per Share Adjustment Amount for Options and Restricted
Shares. Within five Business Days after the Closing Statement becomes final and binding on
Parent and the Holders Agent pursuant to Section 2.4, Parent shall cause the SurViving
Corporation to pay in accordance with its ordinary payroll procedures (which shall include
payment of withholding Taxes by Parent or the Surviving Corporation when and as due) (i) to
the holders of Options canceled pursuant to Section 2.3(a) immediately before the Effective
Time, cash in the amount equal to the Per Share Adjustment Amount, if any, multiplied by the
number of Shares subject to all Options held by the holder immediately prior to cancellation
pursuant to Section 2.3(a), less any required withholding Taxes as specified in Section 3.1(f), and
(i) to the holders of Restricted Shares cancelled pursuant to Section 2.3(b) immediately before
the Effective Time, cash in the amount equal to the Per Share Adjustment Amount, if any,
multiplied by the number of Restricted Shares held by the holder immediately prior to
cancellation pursuant to Section 2.3(b), less any required withholding Taxes as specified in

Section 3.1().

Qection 3.3  Payment of Deferred Payment.

(@) Within three Business Days after the Deferred Payment Calculation Date, Parent
shall cause the Surviving Corporation to (including, if necessary, providing the Surviving
Corporation with sufficient funds), deposit, or cause to be deposited, in trust with the Paying
Agent funds equal to the aggregate amount of the Deferred Payment Per Share due to the holders
of Shares previously surrendered in accordance with Section 3.1(b) (the "Deferred Payment
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Fund"). The Deferred Payment Fund shall be invested by the Paying Agent in (i) direct
obligations of the United States of America, (ii) obligations for which the full faith and credit of
the United States of America is pledged to provide for payment of all principal and interest, (iii)
commercial paper obligations rated A-1 or P-1 or better by Moody's Investors Services, Inc. or
Standard & Poor's Corporation, respectively, or (iv) a combination of the foregoing or in
certificates of deposit, bank repurchase agreements or banker's acceptances of commercial banks
with capital exceeding $1,000,000,000 and, in any case, no such instrument shall have a maturity
exceeding three months, as directed in writing by Parent or the Surviving Corporation, for the
benefit of the holders of Shares previously surrendered in accordance with Section 3.1(b), for
payment of the Deferred Payment Per Share. Parent or the Surviving Corporation may cause the
Paying Agent to pay over to Parent or Surviving Corporation any net earnings with respect to the
investment of the Deferred Payment Fund. In no event will any holder be entitled to any
earnings on the Deferred Payment Fund. If there are losses with respect to any investment of the
Deferred Payment Fund or the Deferred Payment Fund diminishes for any reason below the level
required to make prompt cash payment of the Deferred Payment Per Share, Parent shall, or shall
cause the Surviving Corporation (including, if necessary, providing the Surviving Corporation
with sufficient funds) to, promptly replace or restore the Deferred Payment Fund in cash so as to
ensure that the Deferred Payment Fund at all times is maintained at a level sufficient to make
prompt cash payments of the Deferred Payment Per Share.

(b) Within three Business Days after the Deferred Payment Calculation Date, Parent
shall, or shall cause the Paying Agent to mail to each registered holder of any Holders Agent
Shares (as set forth in a certified list of registered holders of Holders Agent Shares submitted by
the Holders Agent to Parent and the Paying Agent) a form of agreement, mutually acceptable to
both Parent and the Holders Agent, that shall (i) contain instructions for use in receiving the
Deferred Payment Per Share, if any, (ii) include the agreement of the Holder that the Holder
irrevocably consents and agrees to the amount of the Deferred Payment Per Share, if any, (iii)
include the waiver and release by the Holder of any and all claims against Parent, the Surviving
Corporation and the Holders Agent and their current or former members and managers,
shareholders, directors, officers, employees, if any, Representatives, agents, and advisors arising
out of or related to payment or administration of the Deferred Payment Per Share, if any, and (iv)
such other provisions as Parent and the Holders Agent may agree to specify (the "Deferred
Payment Agreement”). Within two Business Days after delivery of the Deferred Payment
Agreement, duly executed, to the Paying Agent, together with such other customary documents
as may be required pursuant to such instructions, the Paying Agent shall pay to each registered
holder of any Holders Agent Shares received with respect to Shares previously surrendered in
accordance with Section 3.1(b) cash in an amount equal to the Deferred Payment Per Share, if
any, multiplied by the number of Holders' Agent Shares received with respect to Shares
previously surrendered in accordance with Section 3.1(b), less any required withholding Taxes as
specified in Section 3.3(¢). No interest shall be paid or accrued on the Deferred Payment Per
Share, if any.

(c) Promptly following the date which is one year after the Deferred Payment
Calculation Date, Parent shall be entitled to require the Paying Agent to deliver to Parent any
portion of the Deferred Payment Fund (including any interest received with respect to such funds)
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and other documents in its possession relating to the transactions described in this Agreement,
and the Paying Agent's duties shall terminate. Thereafter, each holder of Holders Agent Shares
received with respect to Shares for which the Deferred Payment Per Share has not been paid
pursuant to this Section 3.3 shall be entitled to look to Parent (subject to applicable abandoned
property, escheat and similar Laws) only as general creditors of Parent with respect to the
Deferred Payment Per Share, if any, without any interest, payable upon the delivery of the
Deferred Payment Agreement and surrender of the Shares in accordance with Section 3.1(b).
None of Parent, the Surviving Corporation, nor the Holders Agent shall be liable to any Holder
for any amount paid to a public official in accordance with applicable abandoned property,
escheat or similar Laws.

(d)  Within three Business Days after the Deferred Payment Calculation Date, Parent
shall cause the Surviving Corporation to mail to each registered holder of any Holders Agent
Shares received with respect to Options or Restricted Shares (in each case as set forth in a
certified list of registered holders of Holders Agent Shares received with respect to Options or
Restricted Shares submitted by the Holders Agent to Parent) a form of Deferred Payment
Agreement. Within two Business Days after delivery of a Deferred Payment Agreement, duly
executed, to the Surviving Corporation, together with such other customary documents as may
be required pursuant to such instructions, Parent shall or shall cause the Surviving Corporation to
pay in accordance with its ordinary payroll procedures (which shall include payment of any
withholding Taxes by Parent or the Surviving Corporation when and as due) to each registered
holder of any Holders Agent Shares received with respect to Options or Restricted Shares cash in
an amount equal to the Deferred Payment Per Share, if any, multiplied by the number of Holders
Agent Shares received with respect to Options or Restricted Shares held by such holder, less any
required withholding Taxes as specified in Section 3.3(e). No interest shall be paid or accrued
on the Deferred Payment Per Share, if any.

(e) The Deferred Payment Per Share, if any, shall be net to each Holder in cash
subject to reduction only for any applicable federal backup withholding and any other Taxes
required to be withheld. Parent, the Surviving Corporation or the Paying Agent shall be entitled
to deduct and withhold from the Deferred Payment Per Share, if any, such amounts as Parent, the
Surviving Corporation or the Paying Agent is required to deduct and withhold with respect to the
making of such payment under the Code or any provision of state, local or non-U.S. tax Law. To
the extent that amounts are so withheld by Parent, the Surviving Corporation or the Paying Agent,
such withheld amounts shall be treated for all purposes of this Agreement as having been paid to
the relevant Holder in respect of which such deduction and withholding was made by Parent, the
Surviving Corporation or the Paying Agent.

f) Parent shall cause the Surviving Corporation or Paying Agent to provide the
Holders Agent with a copy of each executed Deferred Payment Agreement received in
accordance with this Section 3.3.
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ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company represents and warrants to Parent and the Purchaser that the statements
contained in this Article IV are true and complete as of the date of this Agreement and at the
Effective Time, except as disclosed by the Company to Parent and the Purchaser in the
Company's disclosure statement, delivered on or before the date of execution of this Agreement
(the "Disclosure Statement"), with specific reference to the Sections hereof to which such
exception relates.

Section4.1  Organization.

(a) The Company is a corporation duly organized, validly existing and in good
standing under the Laws of the State of Michigan. The Company has all requisite corporate or
other power and authority necessary to own, lease and operate the properties it purports to own,
lease or operate and to carry on its business substantially as now being conducted. Each
subsidiary of the Company is duly incorporated or organized, validly existing, and in good
standing under the Laws of its jurisdiction of incorporation or organization. Each subsidiary of
the Company has all requisite corporate or other power and authority necessary to own, lease and
operate the respective properties it purports to own, lease or operate and to carry on its business
substantially as now being conducted. Each of the Company and its subsidiaries is duly qualified
or licensed and in good standing to do business in each jurisdiction in which the property owned,
leased or operated by it or the nature of the business conducted by it makes such qualification or
licensing necessary, except in such jurisdictions where the failure to be so duly qualified or
licensed and in good standing has not had and would not, individually or in the aggregate, be
reasonably expected to have a Company Material Adverse Effect. Each of the Insurance
Company Subsidiaries is duly qualified or licensed and in good standing to do business in each
jurisdiction in which the nature of the business conducted by it makes such qualification or
licensing necessary. Schedule 4.1(a) of the Disclosure Statement sets forth the name and state of
incorporation or organization of each of the Company's subsidiaries. Except for the Company
subsidiaries set forth in Schedule 4.1(a) of the Disclosure Statement, the Company does not
directly or indirectly own any equity or similar interest in, or any interest convertible into or
exchangeable or exercisable for any equity or similar interest in, any corporation, partnership,
joint venture or other business association or entity, except for securities in any publicly-traded
company held for investment by the Company and comprising less than five percent of the
outstanding stock of such company.

For purposes of this Agreement, "Company Material Adverse Effect" means any
circumstance, condition, change in or effect that (a) is materially adverse to the business,
operations, assets, liabilities, condition (financial or otherwise) or results of operations of the
Company and its subsidiaries, taken as a whole, except for any effect attributable to (i) acts of
sabotage or terrorism, or the engagement by the United States in military or other hostilities,
whether or not pursuant to the declaration of a national emergency or war, (ii) changes in general
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economic conditions or financial or securities markets (including any disruption thereof and any
decline in the price of any security or any market index), (iii) changes generally affecting the
medical professional liability insurance industry in the geographic areas in which the Insurance
Company Subsidiaries operate, (iv) the execution and announcement of this Agreement and the
completion of the transactions contemplated by this Agreement or the taking of any action
outside of the ordinary course of business that is expressly required by this Agreement, (V)
Parent's or the Purchaser's announcement or other communication by Parent or the Purchaser of
its plans or intentions with respect to the Company or any of its subsidiaries, (vi) acts or
omissions of the Company prior to the Effective Time taken at the written request of Parent or
the Purchaser or with the prior written consent of Parent or the Purchaser in connection with the
transactions contemplated hereby, (vii) changes in generally accepted accounting principles in
the United States ("GAAP") or Applicable SAP after the date of this Agreement and (viii)
changes in Tax Laws; provided, that the exceptions set forth in clauses (i), (it), (iii) and (vii) shall
only apply to the extent the circumstance, condition, change in or effect does not (x) relate only
to (or have the effect of relating only to) the Company and its subsidiaries or (y) have a
disproportionate impact on the Company and its subsidiaries, taken as a whole, compared to the
impact on other participants in the medical professional liability insurance industry generally; or
(b) would materially impair or delay the ability of the Company to perform its obligations under
this Agreement or to consummate the Merger and the transactions contemplated hereby.

(b))  True and complete copies of the articles of incorporation and bylaws of the
Company and articles of incorporation (or equivalent document) and bylaws (collectively, the
"Organizational Documents") of each of its subsidiaries and all amendments thereto have been
made available to Parent and such copies are true and complete. Neither the Company nor any
of its subsidiaries is in material default under or in material violation of any provision of its
Organizational Documents and such Organizational Documents as made available to Parent are
in full force and effect. The Company owns directly or indirectly all of the outstanding capital
stock of each of its subsidiaries, free and clear of any Lien, limitation on the Company's voting
rights, charges or other encumbrances of any nature whatsoever, other than Liens listed on
Schedule 4.1(b) of the Disclosure Statement.

Section 4.2  Capitalization.

(a) The authorized capital stock of the Company consists of (i) 20,000,000 Shares, (i1)
12,000 Preferred Shares, and (iii) 100,000 shares of Class B preferred stock. The Company has
622,434.3 Shares issued and outstanding as of the date hereof. The Company has 8,853
Preferred Shares issued and outstanding as of the date hereof. The Company has no shares of
Class B preferred stock issued and outstanding. All issued and outstanding Shares and Preferred
Shares are duly authorized and validly issued, fully paid, nonassessable and free of preemptive
rights. An aggregate of 99,346 Shares are reserved for issuance upon or otherwise deliverable in
connection with the exercise of outstanding Options issued pursuant to the Company Incentive
Plans and an aggregate of 5,450 Restricted Shares are issued and outstanding and unvested as of
the date hereof. All issued and outstanding Shares have been duly authorized, validly issued and
are fully paid and, to the extent applicable, non-assessable. No Shares are held by the Company
as treasury stock or by any of its subsidiaries. All accrued dividends on the Preferred Shares
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required to be paid as of the date hereof have been paid to the holders of such Preferred Shares as
provided in the Company's articles of incorporation.

(b)  Schedule 4.2(b)(i) of the Disclosure Statement accurately sets forth, with respect
to each subsidiary of the Company, (i) the number of and designation of all authorized shares of
capital stock or other equity interests and (i) the number of issued and outstanding shares of
capital stock or other equity interests by class, the names of the holders thereof and the number
of shares or percentage held by each such holder. Such shares and other equity interests have
been duly authorized, validly issued and are fully paid and, to the extent applicable, non-
assessable. Except as set forth on Schedule 4.2(b)(ii) of the Disclosure Statement, the Company
and/or one or more of its subsidiaries are and shall be on the date of the Closing the sole record
and beneficial owners of such shares and other equity interests, free and clear of all Liens.

(c)  Except as set forth on Schedule 4.2(c) of the Disclosure Statement, and other than
the Rights, the Company and its subsidiaries have no, and at all times through the Effective Time
there will not be any, existing options, warrants, calls, subscriptions or other rights (contingent or
otherwise) or other agreements or commitments obligating the Company or any of its
subsidiaries to issue, transfer, sell, vote or pay any dividend or any other distribution in respect
of any shares of capital stock or other equity interests of the Company or any of its subsidiaries
or any other securities convertible into or evidencing the right to subscribe for any such shares or
other equity interests under any equity compensation plan or otherwise. From and after the
Effective Time, no holder of any Option will have the right to any consideration with respect
thereto, except as set forth in this Agreement.

Section4.3  Authority. The Company has all requisite corporate power and authority
to execute, deliver and perform its obligations under this Agreement and each instrument
required hereby to be executed, delivered and performed by the Company at the Closing and,
subject to the affirmative vote of the holders of at least a majority of the Shares entitled to vote in
accordance with the MBCA (the "Company Shareholder Approval") and receipt of approvals set
forth in Section 4.4(b), to complete the transactions contemplated by this Agreement. No
consents, approvals, authorizations, notices or waivers of, to or by the holders of Preferred
Shares are required to be made or obtained in connection with the execution, delivery or
performance of this Agreement and each instrument required hereby to be executed, delivered
and performed by the Company at the Closing or to complete the Merger. Except for the
Company Shareholder Approval, no other corporate proceedings on the part of the Company are
necessary in connection with the execution, delivery or performance of this Agreement and each
instrument required hereby to be executed, delivered and performed by the Company at the
Closing or to complete the Merger. This Agreement has been duly adopted and completion of
the Merger has been duly authorized by the Board. The Board has unanimously determined that
this Agreement and the transactions contemplated in this Agreement are in the best interest of the
Company and its shareholders and has unanimously recommended that the Company's
shareholders approve this Agreement and the Merger. None of such actions by the Board has
been amended, rescinded or modified. This Agreement and each instrument required hereby to
be executed and delivered by the Company at the Closing have been or will have been duly and
validly executed, delivered and performed by the Company and, assuming each constitutes a
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Jegal, valid and binding agreement of Parent and the Purchaser, each constitutes a legal, valid
and binding agreement of the Company, enforceable against it in accordance with its terms,
except that (a) such enforcement may be subject to applicable bankruptcy, insolvency,
reorganization, moratorium or other similar Laws, now or hereafter in effect, relating to creditors'
rights generally and (b) equitable remedies of specific performance and injunctive and other
forms of equitable relief may be subject to equitable defenses and to the discretion of the court
before which any proceeding therefor may be brought. The Board has amended the Rights Plan
so that (y) neither the execution, delivery or performance of this Agreement nor the
consummation of the Merger will cause the Rights to become exercisable and (z) the Rights will
expire immediately before the Effective Time without any payment being made or shares of the
Company's capital stock being issued in respect of such Rights.

Section 44  No Violations; Consents and Approvals.

(a) None of the execution and delivery of this Agreement and each instrument
required hereby to be executed and delivered by the Company at the Closing, the completion of
the transactions contemplated by it, or the compliance by the Company with any of the
provisions of this Agreement and each instrument required hereby to be executed and delivered
by the Company at the Closing will, subject to the Company Shareholder Approval and receipt
of the approvals set forth in Section 4.4(b) of this Agreement, (i) violate any provision of its
Organizational Documents or those of its subsidiaries, (ii) result in a violation or breach of, or
constitute (with or without due notice or lapse of time or both) a default, or give rise to any right
of termination, cancellation or acceleration or any right which becomes effective upon the
occurrence of a merger, consolidation or change in control of ownership, under any of the terms,
conditions or provisions of any note, bond, mortgage, indenture or other instrument of
indebtedness for money borrowed to which the Company or any of its subsidiaries is a party, or
by which the Company or any of its subsidiaries or any of their respective properties is bound,
(iii) result in a violation or breach of, or constitute (with or without due notice or lapse of time or
both) a default, or give rise to any right of termination, cancellation or acceleration or any right
which becomes effective upon the occurrence of a merger, consolidation or change in control or
ownership, under, any of the terms, conditions or provisions of any license, franchise, permit or
agreement to which the Company or any of its subsidiaries is a party, or by which the Company
or any of its subsidiaries or any of their respective properties is bound, or (iv) conflict with or
violate any federal, foreign, state, local or provincial statute, rule, regulation, order, directive,
judgment or decree (collectively, "Laws") of any public body or authority by which the
Company or any of its subsidiaries or any of their respective properties is bound (items (i)
through (iv) being referred to herein as a "Contflict"), excluding from the foregoing clauses (ii),
(iii) and (iv) violations, breaches, defaults or rights which have not had and would not,
individually or in the aggregate, reasonably be expected to have a Company Material Adverse
Effect or for which the Company has received, or prior to the Effective Time will have received,
appropriate consents or waivers. Neither the declaration nor the making of the dividend
contemplated by Section 6.13(b) hereof will result in a Conflict by the Company or any of its
subsidiaries, nor require the Company to make any dividend or distribution to any holder of any
security of the Company other than to the record holders of Shares as of the Effective Time. All
material consents and approvals required to be obtained by the Company or its subsidiaries from

-32-



EXECUTION COPY

any non-governmental third party for the completion of the Merger are set forth on Schedule
4.4(a) of the Disclosure Statement.

(b)  No filing or registration with, notification to, or authorization, consent or approval
of, any Governmental Authority is required in connection with the execution and delivery of this
Agreement by the Company, or the completion by the Company of the transactions contemplated
by this Agreement, except (i) the filing of the Certificate of Merger with the MDELEG, (ii) those
consents, approvals, orders, authorizations, notifications, registrations, declarations and filings
with or by Governmental Authorities (including the Commissioner of the Michigan Office of
Financial and Insurance Regulation ("OFIR") and the Washington Insurance Commissioner
("WIC™) listed on Schedule 4.4(b)(ii) of the Disclosure Statement, (iii) the notification and
report forms required to be filed under the Hart-Scott-Rodino Antitrust Improvements Act of
1976 (the "HSR Act") with the Federal Trade Commission (the "FTC") and the Antitrust
Division of the Department of Justice (the "Antitrust Division") and (iv) such other consents,
approvals, orders, authorizations, notifications, registrations, declarations and filings not
obtained or made prior to the Effective Time, the failure of which to be obtained or made have
not had and would not, individually or in the aggregate, reasonably be expected to have a
Company Material Adverse Effect.

(©) No shareholder of the Company has any right to dissent (or otherwise assert
appraisal rights) and obtain payment for his or her Shares under applicable Law with respect to,
or as a result of, the transactions contemplated by this Agreement (including the Merger).

Section4.5  Financial Statements; Quarterly Reports. Attached hereto as Schedule 4.5

of the Disclosure Statement are the consolidated financial statements of the Company as of and
for each of the years ended December 31, 2008, 2007 and 2006, as reported by the Company's
accountants, including all schedules and notes relating to such statements, as previously
delivered to Parent and the Purchaser (collectively, the "Company Financial Statements"). The
Company Financial Statements have been prepared in accordance with GAAP, consistently
applied, and fairly present, and the unaudited consolidated financial statements of the Company
as of and for each quarter ending after the date of this Agreement until the Effective Time,
including all schedules and notes relating to such statements, will be prepared in accordance with
GAAP, consistently applied, and will fairly present, the financial condition and the results of
operations, changes in shareholders' equity, and cash flows of the Company and its subsidiaries
as of the respective dates of and for the periods referred to in such financial statements, subject,
in the case of unaudited interim financial statements, to normal, recurring year-end adjustments
and the absence of notes.

Section 4.6  Absence of Certain Changes: No Undisclosed Liabilities.

(a) Except as set forth on Schedule 4.6(a) of the Disclosure Statement and except as
otherwise contemplated by this Agreement, since December 31, 2008, each of the Company and
its subsidiaries has conducted its business in the ordinary course consistent with past practice and
there has not occurred:
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(1) any action, event OI OCCUITENCS that has had or would,
individually or in the aggregate, reasonably be expected to have a Company
Material Adverse Effect;

(ii) any amendments or changes in the Organizational
Documents of the Company or any of its subsidiaries;

(iii) any changes by the Company or any of its subsidiaries in
its accounting methods, principles or practices or underwriting, reserving or
actuarial practices or methods, except as may be required to conform to changes
in statutory or regulatory accounting rules, or GAAP, or applicable regulatory
requirements;

(iv)  any declaration, setting aside or payment of any dividend or
other distribution in respect of capital stock or other equity interests of the
Company or any of its subsidiaries, other than (y) declaration and payment of the
annual dividend on Preferred Shares at the rate provided in the Company's articles
of incorporation and (z) declaration and payment of the annual dividend not to
exceed $0.75 per Share and related required redemption of Preferred Shares as
provided in the Stock Purchase Agreement, dated September 26, 2001, as
amended and assumed by the Company (the "Stock Purchase Agreement");

(v) any direct or indirect redemption, purchase or other
acquisition by the Company or any of its subsidiaries of any capital stock or of
any interest in or right to acquire any capital stock of the Company or any of its
subsidiaries, except for purchases of Shares issued and purchased pursuant to the
Company Incentive Plans, the Company's Employee and Director Stock Purchase
Plan, or the Company's Employee Stock Ownership Plan and any required
redemption of Preferred Shares as stated in clause (z) of Section 4.6(a)(iv) above;

(vi) any write-off or write-down of, or any determination to
write-off or write-down, the assets or properties (other than investment assets of
the Insurance Company Subsidiaries in the ordinary course of business) in excess
of $100,000 in the aggregate of the Company or any of its subsidiaries or any
portion thereof; or

(vii) any incurrence by the Company or any of its subsidiaries of
any deferred purchase price obligations in excess of $100,000 in the aggregate.
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(b)  Except as set forth on Schedule 4.6(b) of the Disclosure Statement and except as
otherwise contemplated by this Agreement, since December 31, 2008 and as of the date of this
Agreement, with respect to each of the Company and its subsidiaries, there has not occurred:

(i) any borrowing of money by the Company or any of its
subsidiaries;

(i)  any material Lien created or assumed on any of the assets
or properties of the Company or any of its subsidiaries;

(i) any acquisition (by merger, consolidation, acquisition of
stock or substantially all of the assets, or otherwise) of any corporation,
partnership or other business organization or division thereof:

(iv)  any increase in the compensation or fringe benefits payable
or to become payable to the Company's or any of its subsidiaries' directors,
officers or employees, other than in the ordinary course of business consistent
with past practice, or grant of any severance or termination pay to, or entry into
any employment or severance agreement with, any director, officer or employee
of either the Company or any of its subsidiaries;

(v)  any sale of property or assets of the Company or any of its
subsidiaries having a value in excess of $100,000 other than in the ordinary
course of business;

(vi)  the creation, amendment or modification of any Plan or
employment, change of control or severance agreement or arrangement with any
director, officer or employee of the Company or any of its subsidiaries;

(vii) any alteration to (A) the loss reserves or loss expense
reserves of the Company and its subsidiaries other than for the administration of
policy claims in the ordinary course of business or (B) all other Insurance
Reserves of Insurance Company Subsidiaries other than in the ordinary course of
business;

(viii) any material Tax election inconsistent with past practice,
settlement or comprise of any material federal, state, local or non-U.S. Tax
liability or agreement to an extension of a statute of limitations;
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(ix)  payment, discharge or satisfaction of any claims, liabilities
or obligations of any kind other than in the ordinary course of business and
consistent with past practice;

(x) any commencement Or settlement of any lawsuit or any
threat of any lawsuit or proceeding or other investigation against the Company or
any of its subsidiaries, except for any coverage or other claim made with respect
to Insurance Contracts issued by any of the Insurance Company Subsidiaries;

(xi)  any receipt of written notice of any claim or potential claim
of ownership, interest or right by any Person other than the Company of the
Intellectual Property owned by or developed or created by the Company or of
infringement by the Company of any other Person's Intellectual Property;

(xii) any material changes in pricing bases, retention limits,
administrative practices or claims practices and standards of the Company and its
subsidiaries, other than in the ordinary course of business consistent with past
practices;

(xiii) any entering into or commutation of any reinsurance
contract, other than in the ordinary course of business consistent with past
practices; or

(xiv) any contract or agreement to take any of the actions set
forth in subsections (i) through (vii) of Section 4.6(a) or subsections (i) through
(xiii) of this Section 4.6(b).

(¢)  Neither the Company nor any of its subsidiaries has any material liabilities or
obligations of any nature, whether or not accrued, contingent or otherwise, required by GAAP to
be reflected on a consolidated balance sheet of the Company and its subsidiaries, except for
liabilities or obligations (i) under this Agreement, (ii) reflected in the December 31, 2008
Balance Sheet (including the notes thereto), or (iii) incurred in the ordinary course of business
since December 31, 2008.

Section4.7  Litigation. Except for any coverage or other claim made with respect to
any Insurance Contracts issued by any Insurance Company Subsidiary, there is no claim, action,
suit, litigation, or arbitration or any charge, complaint, notice or proceeding by or before any
court, arbitrator or Governmental Authority ("Action") pending or, to the Knowledge of the
Company, threatened against the Company or any of its subsidiaries or any of their respective
properties or assets seeking damages of $75,000 or more. Neither the Company nor any of its
subsidiaries is subject to any outstanding order, writ, injunction or decree (excluding claims
made under the terms of any Insurance Contract issued by any of the Insurance Company
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Subsidiaries). For purposes of this Agreement, "Knowledge of the Company" means the actual
knowledge of the persons set forth on Schedule 4.7 of the Disclosure Statement after due inquiry
of such persons.

Section4.8  Compliance with Applicable Law.

(a) Except as set forth on Schedule 4.8(a) of the Disclosure Statement, since January
1, 2006, each of the Company and its subsidiaries has been in compliance with all applicable
Law in all material respects.

(b)  Since January 1, 2006, neither the Company nor any of its subsidiaries has
received any written notice from any Governmental Authority that (i) alleges any material
noncompliance (or that the Company or any of its subsidiaries is under investigation or the
subject of an inquiry by any such Governmental Authority for such alleged material
noncompliance) with any applicable Law, or (ii) asserts any risk-based capital deficiency. For
purposes of this Agreement, "Governmental Authority" or "Governmental Authorities" means
any governmental body, agency, official, instrumentality, subdivision or authority, whether
federal, state, local or foreign.

(©) Except as set forth on Schedule 4.8(c) of the Disclosure Statement, since January
1, 2006, the Company and its subsidiaries have filed with the appropriate Governmental
Authorities, including state insurance regulatory authorities and any applicable federal or foreign
regulatory authorities, all material reports, statements, documents, registrations, filings or
submissions required to be filed by them, including any holding company act reports. Except as
set forth on Schedule 4.8(c) of the Disclosure Statement, all such registrations, filings and
submissions filed by the Company and its subsidiaries were in compliance in all material
respects with applicable Law when filed or as amended or supplemented, and no material
deficiencies have been asserted by any Governmental Authority with respect to such registrations,
filings or submissions that have not been cured.

(d)  Except as set forth on Schedule 4.8(d) of the Disclosure Statement, (i) all
Insurance Contracts written by an Insurance Company Subsidiary have been, if and to the extent
required by applicable Law, issued on forms approved by all applicable Insurance Regulators or
filed with and not objected to by such Insurance Regulators within the period provided by
applicable Law for objection, (ii) all such forms comply in all material respects with, and have
been administered in all material respects in accordance with, applicable Law, and (iii) if and to
the extent required by Applicable Law, all applications, brochures and marketing materials
pertaining to Insurance Contracts have been, in all material respects, approved by all applicable
Insurance Regulators or filed with and not objected to by such Insurance Regulators within the
period provided by applicable Law for objection. For purposes of this Agreement, "Insurance
Contract” means any insurance policy written by an Insurance Company Subsidiary, including
endorsements, amendments, certificates, riders, applications and binders related thereto. For
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purposes of this Agreement, "Insurance Regulator" means any Governmental Authority
regulating the business of insurance under insurance Laws.

(e) To the extent required by applicable Law, since January 1, 2006, all rates applied
and premiums charged in connection with any Insurance Contracts written by the Insurance
Company Subsidiaries have been approved by the applicable Insurance Regulators or filed with
and not objected by such Insurance Regulators within the time periods provided by applicable
Law for objection.

(£ Except as set forth on Schedule 4.8(f) of the Disclosure Statement, there are no
directives, agreements, memoranda of understanding, commitment letters or similar undertakings
binding on the Company or any of its subsidiaries or to which the Company or any of its
subsidiaries is a party, on the one hand, and any Governmental Authority is a party or addressee,
on the other hand, or Orders specifically with respect to the Company or any of its subsidiaries,
which (i) limit the ability of the Company or any of its subsidiaries to issue insurance policies, (ii)
require any investments of the Company or any of its subsidiaries to be treated as nonadmitted
assets, (iii) require any divestiture of any investments of the Company or any of its subsidiaries,
(iv) in any manner impose any requirements on the Company or any of its subsidiaries in respect
of risk-based capital requirements that add to or otherwise modify the risk-based capital
requirements imposed under applicable Laws, (v) relate to the ability of the Company or any of
its subsidiaries to pay dividends or otherwise restrict the conduct of business of the Company or
any of its subsidiaries in any material respect, or (vi) otherwise place any restrictions or
conditions on the Company or any of its subsidiaries. For purposes of this Agreement, "Order"
means any order, writ, injunction, judgment, decree, ruling, award or settlement issued by a
Governmental Authority, whether civil, criminal or administrative, applicable to the Company or
any of its subsidiaries.

(g9 The Company and its subsidiaries have implemented policies, procedures or
programs designed to provide commercially reasonable assurances that their agents and
employees are in compliance in all material respects with applicable Law.

(h)  Except as set forth on Schedule 4.8(h) of the Disclosure Statement, the Company
and its subsidiaries have complied in all material respects with all applicable Laws relating to
privacy, data protection and the collection and use of personal information and user information
gathered, accessed, collected or used in the course of the operations of the Company or its
subsidiaries ("Business Confidential Information"), as applicable, including the applicable
provisions of the Health Insurance Portability and Accountability Act of 1996 and the Privacy
Rule and the Security Rule adopted thereunder. No Action is pending or, to the Knowledge of
the Company, threatened against the Company or any of its subsidiaries by any Person alleging a
violation of such Person's privacy, personal or confidentiality rights under any Laws.
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@) With respect to all Business Confidential Information, each of the Company and
its subsidiaries has taken commercially reasonable steps (including implementing and monitoring
compliance with adequate measures with respect to responding to complaints regarding the use
of Business Confidential Information and technical and physical security) to ensure that Business
Confidential Information is protected against loss and against unauthorized access, loss,
destruction, use, modification, disclosure or other misuse. To the Knowledge of the Company,
since January 1, 2005, no Business Confidential Information has been disclosed or authorized to
be disclosed to any third party other than pursuant to a non-disclosure agreement that adequately
protects it. To the Knowledge of the Company, since January 1, 2005, no party to any non-
disclosure agreement relating to Business Confidential Information is in breach or default thereof.

)] Since January 1, 2006, the Insurance Company Subsidiaries have paid all
guarantee fee assessment and residual market payments due and payable by them under
applicable Law.

k) All Shares, Preferred Shares, Options and Restricted Shares, to the extent issued
within any open statute of limitations period, have been issued in compliance with all foreign,
federal and state securities Laws. All shares and capital stock of, and other equity interests in,
the Company's subsidiaries, to the extent issued within any open statute of limitations period,
have been issued in compliance with all foreign, federal and state securities Laws.

Section4.9  Permits.

(a) Schedule 4.9(a) of the Disclosure Statement lists, as of the date of this Agreement,
(1) all jurisdictions in which the Insurance Company Subsidiaries and FinCor Solutions, Inc. are
licensed to write insurance business and (ii) the lines of business which the Insurance Company
Subsidiaries and FinCor Solutions, Inc. are authorized to transact in each such jurisdiction.

(b) Each of the Company and its subsidiaries has all insurance Permits, as well as all
other material Permits, necessary for the conduct of its business as it is conducted on the date of
this Agreement. The Company and its subsidiaries are in compliance with all such Permits in all
material respects. Except as set forth in Schedule 4.9(b) of the Disclosure Statement, all such
Permits are in full force and effect, and neither the Company nor any of its subsidiaries has
received any written notice of any proceeding or investigation pending or threatened in writing
which would reasonably be expected to lead to the revocation, amendment, failure to renew,
limitation, modification, suspension or restriction of any such Permit.

(c) For purposes of this Agreement, "Permit" means all permits and insurance and
other licenses, accreditations, franchises, approvals, authorizations, exemptions, classifications,
certificates, registrations and similar documents. True and complete copies of the Company's
and subsidiaries' Permits in effect as of the date of this Agreement have been made available to
Parent. :
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Section 4.10 Agents and Brokers. Except as set forth on Schedule 4.10 of the
Disclosure Statement, to the Knowledge of the Company as of the date hereof, each insurance
agent, third party administrator, broker, reinsurance intermediary and distributor that wrote, sold,
produced or managed policies of insurance underwritten by the Company or any of its
subsidiaries (each, an "Agent"), at the time such Person wrote, sold, produced or managed such
insurance policies, was duly licensed as required by Law (for the type of insurance policies
written, sold, produced or managed on behalf of the Company and its subsidiaries), and, to the
Knowledge of the Company since January 1, 2006 and as of the date hereof, no Agent is or has
been in material violation of (or with or without notice or lapse of time or both, would have
materially violated) any term or provision of any Law applicable to the writing, sale, production,
administration or management of insurance policies for the Company and its subsidiaries.

Section 4.11 Taxes.

(a) For purposes of this Agreement, "Tax" or "Taxes" means any federal, state, local
or non-U.S. taxes, charges, assessments, levies, deficiencies, or governmental fees, charges or
amounts required to be collected, withheld, or paid to any government, agency, Or political
subdivision of any government in respect of any tax or governmental fee or charge, together with
any penalties, additions to tax or interest, due under any applicable Law to any governmental
unit or agency, including, without limitation to the generality of the foregoing, taxes with respect
to income, profits, gross receipts, value added, gains, ad valorem, employment, payroll and
employee withholding, severance, unemployment insurance, escheat, premiums, license charges,
gross receipts, withholding, backup withholding, social security, real property, personal property,
sales, use, excise, intangibles, license, franchise, capital stock, environmental, workers'
compensation, guaranty fund assessments and disability, taxes based on occupation, services
rendered, real property, personal property or transfer, and other taxes, fees, duties, levies,
customs, tariffs, imposts, assessments, obligations and charges of the same or of a similar nature
to any of the foregoing, in all cases to the extent imposed by any Taxing Authority. "Taxing
Authority" means any domestic, non-U.S., federal, national, state, county or municipal or other
local government, any subdivision, agency, commission or authority thereof, or any quasi-
governmental body, responsible for the administration, imposition and/or collection of any Tax.
"Tax Returns" means all returns, reports, forms, estimates or information statements relating to
or required to be filed with any Taxing Authority in connection with any Tax, including any
schedule or attachment thereto and any amendment or supplement thereof.

(b) Each of the Company and its subsidiaries has duly and timely filed (or there has
been timely filed on behalf of the Company and its subsidiaries) with the appropriate Taxing
Authorities all Tax Returns required to be filed by them (taking into account any extension of
time to file that has been granted to, or obtained by or on behalf of, the Company or any of its
subsidiaries). Each such Tax Return is true, correct, and complete and complies in all material
respects with all applicable Laws.

(c) All Taxes due and payable (whether or not shown on any Tax Return) by each of
the Company and its subsidiaries have been timely paid (or properly accrued on the Company
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Financial Statements). Each of the Company and its subsidiaries has, in accordance with
applicable Laws, withheld and paid (or there was withheld and paid on behalf of the Company
and its subsidiaries) all Taxes required to have been withheld and paid, and complied with all
information reporting and backup withholding requirements in connection with amounts paid or
owing to any cmployee, creditor, independent contractor or other persons or third parties. The
provisions made for Taxes on the most recent Company Financial Statements reflect an adequate
reserve in accordance with GAAP for all accrued but unpaid Taxes as of the date indicated,

whether or not disputed, with respect to all periods through the date of the most recent Company
Financial Statements.

(d)  There is no contract, agreement, plan or arrangement with an employee or former
director, officer or employee of the Company to which the Company or any of its subsidiaries is
a party as of the date of this Agreement that, individually or collectively and as a result of the
transaction contemplated hereby (whether alone or upon the occurrence of any additional or
subsequent events), would reasonably be expected to give rise to the payment of any amount that
would not be deductible pursuant to Sections 280G or 162(m) of the Code.

(e) None of the Tax Returns of the Company nor any of its subsidiaries filed for any
Tax year within the last six years has been audited by any Taxing Authority, and all Tax Returns
filed with respect to the Company and its subsidiaries for Tax periods ending on or before
December 31, 2003, have been examined and closed or are Tax Returns with respect to which
the applicable period of assessment under applicable Law, after giving effect to extensions or
waivers, has expired. No audit or legal or administrative proceeding concerning the accuracy of
any Tax Returns or the assessment or collection of Taxes (each an "Audit") currently exists or
has been initiated with respect to the Company or any of its subsidiaries, and neither the
Company nor any of its subsidiaries has received any notice that any such Audit is pending or, to
the Knowledge of the Company, threatened with respect to any Taxes due from or with respect
to any Tax Return filed by or with respect to the Company or such subsidiary. All deficiencies
claimed, proposed, assessed or asserted by any Taxing Authority with respect to the Company or
any of its subsidiaries have been fully paid, or adequate reserves in conformity with GAAP are
provided on the Company Financial Statements. No waiver (or comparable consent) or
extension of any statute of limitations is in effect, or has been requested by or given to or on
behalf of the Company or any of its subsidiaries, with respect to Taxes or Tax Returns (for any
Tax periods) of the Company or any of its subsidiaries.

® There are no Liens for Taxes upon the assets or properties of the Company or any
of its subsidiaries, except for statutory liens for Taxes not yet due. Neither the Company nor any
of its subsidiaries (i) has been a member of an affiliated group filing a consolidated, combined,
or unitary Tax Return other than a group the common parent of which is the Company or (ii) has
any liability for Taxes of any person under Treasury Regulations § 1.1502-6 (or similar provision
of state, local or non-U.S. Law) or as a transferee or successor by contract, agreement or
otherwise. No power of attorney has been granted by or with respect to the Company or any of
its subsidiaries with respect to any matter relating to Taxes. Since January 1, 2001, neither the
Company nor any of its subsidiaries has received or requested a ruling (including any request for
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permission with respect to a change in any accounting method) from any Taxing Authority or
signed an agreement with any Taxing Authority with respect to any Taxes or Tax Returns of the
Company or its subsidiaries, including any closing agreement pursuant to Section 7121 of the
Code (or any predecessor provision) or any similar provision of applicable Law. During the
five-year period ending on the date hereof, neither the Company nor any of its subsidiaries was a
"distributing corporation” or a "controlled corporation” (each within the meaning of Section 355
of the Code) in a transaction intended to be governed by Section 355 of the Code. Neither the
Company nor any of its subsidiaries has any obligation under any Tax allocation, Tax indemnity
or Tax sharing agreement, contract or arrangement pursuant to which it will have an obligation to
make payments after the Closing.

(g)  Neither the Company nor any of its subsidiaries is required to include in income
for any taxable period ending after the Closing Date any adjustment pursuant to Section 481(a)
of the Code or any similar provision of applicable Law, by reason of any voluntary change in
accounting method (nor has any Taxing Authority proposed in writing any such adjustment or
change of accounting method). There is no consolidated overall foreign loss that could be
allocated, in whole or in part, to the Company or any of its subsidiaries.

(h)  Neither the Company nor any of its subsidiaries has participated, within the
meaning of Treasury Regulation Section 1.6011-4(c), or has been a "material advisor" or
"promoter” (as those terms are defined in Sections 6111 and 6112 of the Code) in (i) any
"reportable transaction” within the meaning of Sections 6011, 6662A and 6707A of the Code, (it)
any "confidential corporate tax shelter” within the meaning of Section 6111 of the Code or (iii)
any "potentially abusive tax shelter" within the meaning of Section 61 12 of the Code.

@) Neither the Company nor any of its subsidiaries has received written notice from
any Taxing Authority in any jurisdiction where it does not file a Tax Return asserting that it is
subject to Tax by, or required to file a Tax Return in, that jurisdiction.

) As of December 31, 2008, the Company had a consolidated net operating loss
carryover (within the meaning of Section 172 of the Code and Treasury Regulation Section
1.1502-21) for federal income tax purposes in an amount of $7,530,000 (the "Net Operating
Loss"). At Closing, the Net Operating Loss will be not less than $7,530,000 minus the amount,
if any, applied by the Company on its U.S. federal income tax return for the 2008 tax year (such
amount to be applied against 2008 taxable income shall not exceed $443,000) (the "Closing Net
Operating Loss"). Except as set forth on Schedule 4.11(i) of the Disclosure Statement, such net
operating loss carryover is not currently subject to any limitations applicable to the utilization
thereof (excluding any limitations arising as a result of the transactions contemplated by this
Agreement).
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Section4.12 Labor and Employment Matters.

(@  The Company has made available to Parent and the Purchaser a true and complete
copy of each (i) employment agreement with each executive officer and each other employee of
the Company or its subsidiaries (each employee' of the Company or its subsidiaries, an
"Employee” and all such employees, collectively, the "Employees") not terminable without
material liability or obligation on 60 days' or less notice; (ii) agreement with any director,
executive officer or other Employee of the Company or its subsidiaries (A) the benefits of which
are contingent, or the terms of which are materially altered, on the occurrence of a transaction
involving the Company or its subsidiaries of the nature of any of the transactions contemplated
by this Agreement or relating to an actual or potential change in control of the Company or (B)
providing any compensation guarantee or extending severance benefits or other benefits after
termination not comparable to benefits available to Employees generally; (iii) agreement, plan or
arrangement under which any person may receive payments that may be subject to Tax imposed
by Section 4999 of the Code or included in the determination of such person's "parachute
payment” under Section 280G of the Code; and (iv) agreement or plan, including any stock
option plan, stock appreciation right plan, restricted stock plan or stock purchase plan, any of the
benefits of which will be increased, or the vesting of the benefits of which will be accelerated, by
the occurrence of any of the transactions contemplated by this Agreement or the value of any of
the benefits of which will be calculated on the basis of any of the transactions contemplated by
this Agreement.

(b)  Each of the Company and its subsidiaries is in material compliance with all
applicable Laws respecting employment, employment practices, terms and conditions of
employment, employment termination, employment discrimination, employee classifications
(including independent contractor vs. employee and exempt vs. nonexempt status), employee
safety and wages and hours, labor relations, and in each case, with respect to Employees: (i) has
withheld and reported all amounts required by Law or by agreement to be withheld and reported
with respect to wages, salaries and other payments to Employees, (ii) is not liable for any arrears
of wages, severance pay or any Taxes or any penalty for failure to comply with any of the
foregoing, and (iii) is not liable for any payment to any trust or other fund governed by or
maintained by or on behalf of any Governmental Authority, with respect to unemployment
compensation benefits, social security or other benefits or obligations for Employees (other than
routine payments to be made in the normal course of business and consistent with past practice),
excluding from the foregoing clauses (i), (ii) and (iii) any failure to withhold or report or any
liability: which has not had and would not, individually or in the aggregate, reasonably be
expected to have a Company Material Adverse Effect.

()  Nowork stoppage or labor strike is pending or, to the Knowledge of the Company,
threatened against the Company or any of its subsidiaries. To the Knowledge of the Company,
there are no activities or proceedings to organize any Employees relating to a labor union. There
are no Actions, labor disputes or grievances pending or, to the Knowledge of the Company,
threatened against the Company or any of its subsidiaries relating to any Employees, including,
but not limited to, charges of unfair labor practices or discrimination. None of the Company or
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any of its subsidiaries has engaged in any material unfair labor practices within the meaning of
the National Labor Relations Act. Neither the Company nor any of its subsidiaries presently, nor
have any of them been in the past, a party to, or bound by, any collective bargaining agreement
or union contract with respect to Employees and no collective bargaining agreement is being
negotiated by the Company or any of its subsidiaries. The Company and its subsidiaries have
been in compliance with all notice and other requirements under and have no outstanding
liability or obligation under the Worker Adjustment and Retraining Notification Act or any
similar state or local Law. To the Knowledge of the Company, no Employees are in violation in
any material respect of any term of any employment agreement, nondisclosure agreement,
noncompetition agreement or restrictive covenant to a former employer of any such employee
relating (i) to the right of any such Employee to be employed by the Company or any of its
subsidiaries or (ii) to the disclosure or use of trade secrets or proprietary information. To the
Knowledge of the Company, as of the date of this Agreement, none of the Persons set forth on
Schedule 4.12 of the Disclosure Statement intend to terminate his or her employment.

Section 4.13  Employee Benefit Plans.

(@  Schedule 4.13(a) of the Disclosure Statement lists each "employee benefit plan”
(as defined in Section 3(3) of the Employee Retirement Income Security Act of 1974, as
amended ("ERISA™)), and all other employee benefit, bonus, incentive, stock option (or other
equity based), severance, change in control, welfare (including post retirement medical and life
insurance) and fringe benefit plans (whether or not subject to ERISA) maintained or sponsored
by the Company or any of its subsidiaries or any trade or business, whether or not incorporated,
that would be deemed a "single employer" within the meaning of Section 4001 of ERISA or
Section 414 of the Code (an "ERISA Affiliate"), or to which the Company or any of its
subsidiaries or ERISA Affiliates contributes or is required to contribute, or with respect to which
the Company or any of its subsidiaries or ERISA Affiliates has or may have any liability
(contingent or otherwise), in each case, for or to any current or former director, officer or
employee of the Company or any of its subsidiaries (collectively, the "Plans"). Each Plan has
been operated and administered, in all material respects, in accordance with its terms and with
applicable Law. Without limiting the generality of the foregoing, each Plan that is intended to be
qualified under Section 401(a) of the Code either has obtained a favorable determination letter
from the Internal Revenue Service ("IRS") that the Plan is so qualified and all related trusts are
exempt from U.S. federal income taxation under Section 501(a) of the Code or is within the
applicable remedial amendment period to request such a determination letter, and, to the
Knowledge of the Company, nothing has occurred, whether by action or by failure to act, which
would reasonably be expected to cause the loss of or inability to obtain a determination of such
qualification or exemption. All filings, disclosures and notices related to the Plans as required by
applicable Law have been timely made. There is no pending or, to the Knowledge of the
Company, threatened litigation, administrative action, suit or claim relating to any of the Plans
(other than routine claims for benefits). The Company has not engaged in a transaction, or
omitted to take any action, with respect to any Plan that would reasonably be likely to subject the

Company to a penalty or Tax imposed by either Section 4975 of the Code or Section 502 of
ERISA.
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(b)  For each Plan, the Company has made available to Parent true and complete
copies of the following: the current Plan document, any amendments thereto, and the related
summary plan description; the financial information or reports (including any FASB required
reports, if applicable) relating to each such Plan; all Annual Report Form 5500 series filed with
any Governmental Authority during the three year period ending on the Effective Time; and,
with respect to each Plan that is intended to be qualified under Section 401(a) of the Code and its
related trust, a favorable determination letter from the IRS or evidence that the Company has
applied for such a letter within the requisite time period under the applicable regulations or still
has a remaining period of time in which to apply for such a letter.

() None of the Company, any ERISA Affiliate, any Plan, any trust created under any
Plan, or, to the Knowledge of the Company, any trustee or administrator of any such trust, has
engaged in a transaction in connection with which the Company, any ERISA Affiliate, any Plan,
any such trust or any such trustee or administrator would reasonably be likely to be subject to
either a civil liability or penalty pursuant to Sections 409, 502(i) or 502(1) of ERISA or a Tax
imposed pursuant to Chapter 43 of the Code.

(d)  All contributions required to be made under the terms of any Plan or any
employee benefit arrangements to which the Company is a party or of which the Company is a
sponsor have been timely made for the three prior Plan years. All additional contributions,
premium payments and other payments due on or before the Effective Time will have been paid
by that date. Except as set forth on Schedule 4.13(d) of the Disclosure Statement, the Company
has no material obligation to provide retiree health, life insurance, disability insurance or other
retiree benefits under any Plan, other than benefits mandated by Section 4980B of the Code.

(e At no time has the Company or an ERISA Affiliate contributed to or been
obligated to contribute to any multiemployer plan, as defined in Section 3(37) of ERISA.

® Except as set forth in Schedule 4.13(f) of the Disclosure Statement, no Plan is
subject to Title IV of ERISA. Neither the Company nor any ERISA Affiliate has made, or was
required to make, contributions to any plan subject to Title IV of ERISA during the five year
period ending on the last day of the most recent plan year ended prior to the date hereof. No
liability under Title IV or Section 302 of ERISA has been incurred, or is expected to be incurred,
by the Company or any ERISA Affiliate that has not been satisfied in full, and no condition
exists that presents a risk of such liability.

(2) Except as expressly contemplated by this Agreement, neither the negotiation and
execution of this Agreement nor the consummation of the transactions contemplated hereby will
(either alone or upon the occurrence of any additional or subsequent events) constitute an event
under any Plan that will or may result in any payment (whether of severance pay or otherwise),
acceleration of payment, forgiveness of indebtedness, vesting, distribution, increase in benefits
or obligation to fund benefits with respect to any employee or former director, officer or
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employee of the Company or any of its subsidiaries or limit the ability to amend, terminate or
receive a reversion of assets from any Plan or related trust.

(h)  The Company and its subsidiaries have not, since October 3, 2004, (A) granted to
any current or former director, officer or employee of the Company or any of its subsidiaries an
interest in a nonqualified deferred compensation plan (as defined in Sections 409A(d)(1) of the
Code) which interest has been or, upon the lapse of a substantial risk of forfeiture with respect to
such interest, will be subject to the Tax imposed by Sections 409A(a)(1)(B) or (b)(4)(A) of the
Code, or (B) modified the terms of any nonqualified deferred compensation plan in a manner that
could cause an interest previously granted under such plan to become subject to the Tax imposed
by Sections 409A(a)(1)(B) or (b)(4) of the Code.

6y} The Company has not granted any Options under the Company Incentive Plans
with an exercise price that is equal to or greater than the Per Share Closing Amount.

Section 4.14 Title to Property; Assets.

(a) The Company and its subsidiaries, have or at Closing shall have, good and
marketable title to all of their respective properties and assets, whether real, personal, or a
combination thereof, reflected in their books and records as being owned as of December 31,
2008, except as since disposed of in the ordinary course of business, free and clear of all Liens,
except for the following permitted exceptions (collectively, the "Permitted Exceptions"): (i)
Liens set forth on Schedule 4.1(b) of the Disclosure Statement; (ii) Liens for current Taxes and
assessments not yet delinquent; (iii) Liens that are immaterial and granted or incurred in the
ordinary course of business; (iv) such imperfections of title, easements, covenants, conditions,
rights, restrictions, and encumbrances, if any, as are not material in character, amount, or extent,
and do not materially detract from the value, or materially interfere with the present use, of the
properties subject thereto or affected thereby; (v) with respect to real property, the standard
printed exceptions and all other exceptions contained in and shown as exceptions on the
Company's title commitment or reports which have been made available to the Purchaser and
other encumbrances for real estate Taxes being contested in good faith as set forth on
Schedule 4.14(a) of the Disclosure Statement; and (vi) such public easements, public rights of
way, and interests of units of government of record, if any, as are not material in character,
amount, or extent, and do not materially detract from the value, or materially interfere with the
present use, of the properties subject thereto or affected thereby.

(b)  Except as set forth in Schedule 4.14(b) of the Disclosure Statement, with respect
to the Company Real Property (as hereinafter defined), (i) neither the Company nor any
Company affiliate or subsidiary has Jeased or otherwise granted to any person the right to use or
occupy Company Real Property or any portion thereof; (ii) there are no outstanding options,
rights of first offer, rights of reverter or rights of first refusal to purchase the Company Real
Property or any portion thereof or interest therein; and (iii) neither the Company nor any
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Company affiliate is a party to any agreement or option to purchase any real property or interest
therein.

(c) For purposes of this Agreement, "Liens" means any security interest, lien, pledge,
charge, or other encumbrance of any nature whatsoever.

Section 4.15 Real and Personal Properties.

(a) With respect to each parcel of real property owned by the Company or any of its
subsidiaries (the "Company Real Property"), (i) except for encroachments that have been insured
over by a title insurance policy, no building or improvement to the Company Real Property
encroaches on any easement or property owned by another person; (ii) to the Knowledge of the
Company, none of the Company or any of its subsidiaries or the Company Real Property is in
material violation of any applicable zoning regulation, building restriction, restrictive covenant,
ordinance, any instrument of record or other Law, order, regulation, or requirement; (iii) to the
Knowledge of the Company, all buildings and improvements to the Company Real Property are
in good condition (normal wear and tear excepted), are structurally sound in all material respects
and are not in need of material repairs and are adequately serviced by all utilities necessary for
the operation of business as presently conducted at that location; (iv) none of the Company Real
Property is the subject of any actual or, to the Knowledge of the Company, threatened or
proposed expropriation, condemnation action or proceeding; (v) no assessment for public
improvement or otherwise is due and remains unpaid; (vi) to the Knowledge of the Company,
there are no currently proposed or pending assessments for public improvements or otherwise;
(vii) prior to the date hereof, the Company has made available to Parent true and complete copies
of all deeds and a title insurance policy or equivalent documentation with respect to the
Company Real Property and other documents relating to or affecting the title to the Company
Real Property or leasehold interests in the Company Leases; and (viii) the Company Real
Property has direct vehicular and pedestrian access to a public street adjoining such Company
Real Property or has vehicular and pedestrian access to a public street via an insurable,
permanent, irrevocable and appurtenant easement benefiting such parcel of the Company Real
Property, and such access is not dependent on any land or other real property interest which is
not included in the Company Real Property.

(b)  With respect to each lease and license pursuant to which the Company or any of
its subsidiaries, as lessee or licensee, has possession of real or personal property (the "Company
Leases"), (i) true and complete copies of each of the Company Leases have been made available
to Parent and each Company Lease is valid, effective, and enforceable against the lessor or
licensor in accordance with its terms, except as limited by bankruptcy, insolvency, moratorium,
reorganization or similar Laws affecting the rights of creditors generally and the availability of
equitable remedies; (ii) there is no (y) existing material default under any of the Company Leases
or (z) any event that with notice or passage of time, or both, would constitute a material default
with respect to the Company or any of its subsidiaries or, to the Knowledge of the Company, any.
other party to the contract; (iii) none of the Company Leases contain a prohibition against
assignment by the Company or any of its subsidiaries, by operation of law, change in control,
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transfer of interests or otherwise and which would be triggered by this Agreement or, the
consummation of the transactions contemplated by this Agreement, or any provision that would
materially interfere with the possession, use, or rights with respect to the property for the same
purposes and upon the same rental and other terms following completion of the Merger as are
applicable to the Company or any of its subsidiaries before the Effective Time; (iv) no security
deposit or portion thereof deposited with respect to such Company Leases has been applied in
respect of a breach or default under such Company Leases which has not been redeposited in full;
(v) the Company does not owe, nor will it owe in the future, any unpaid brokerage commissions
or finder's fees with respect to such Company Leases; (vi) the Company has not subleased,
licensed or otherwise granted any person the right to use or occupy such Company Leases or any
portion thereof; and (vii) the Company has not collaterally assigned or granted any other security
interest in such Company Leases or any interest therein and no Lien otherwise encumbers any of
the Company's or any Company affiliate’s interest in any of the Company Leases.

Section 4.16 Environmental Matters.

(a) The Company and each of its subsidiaries, and except for matters that have been
fully resolved in accordance with environmental law, have at all times been in material
compliance with all applicable foreign, federal, state and local statutes or Laws, common law,
judgments, orders, regulations, licenses, permits, rules and ordinances relating to pollution or
protection of health, safety or the environment, including Laws relating to Releases or threatened
Releases of Hazardous Materials, the manufacture, processing, distribution, use, treatment,
storage, Release, transport or handling of Hazardous Materials ("Environmental Law"), and
possess all licenses, approvals, and authorizations required under Environmental Laws and are
and have been in material compliance with the terms and conditions therein.

(b)  There are not any present or, to the Knowledge of the Company, past Actions,
conditions or circumstances at, or arising out of, any current or former business, assets or
properties of the Company or any of its subsidiaries, including on-site or off-site disposal
presence, Release of or exposure to any Hazardous Materials, the presence of underground
storage tanks or any other condition or circumstance which has resulted in or would reasonably
be likely to result in any Environmental Claim against the Company or any of its subsidiaries or,
to the Knowledge of the Company, against any Person whose liability for any Environmental
Claim the Company or its subsidiaries has or may have retained or assumed either contractually
or by operation of law.

(¢)  Neither the Company nor any of its subsidiaries has received any written notice of
noncompliance with, violation of, or liability or potential liability relating to any Environmental
Law, or entered into any consent decree, agreement or order or is subject to any order of any
federal, state, local or foreign court or Governmental Authority or tribunal or any contractual
indemnity with any third party relating to any Environmental Law or relating to the Cleanup of
any Hazardous Materials. There are no reports, studies, analyses, tests or monitoring results
possessed by or within the reasonable control of the Company, or by any subsidiary which
identify material quantities of Hazardous Materials in, on or beneath any property currently or
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formerly owned, operated or leased by the Company or any of its subsidiaries (including any real
property held as investment assets or pursuant to any other property acquisition), or any material
violation by the Company or its subsidiaries of applicable Environmental Laws.

(d  For purposes of this Agreement, the following terms shall have the following
meanings:

"Cleanup” means all actions required to (i) cleanup, remove, treat or remediate
Hazardous Materials in the indoor or outdoor environment in accordance with Environmental
Laws, (ii) perform pre-remedial studies and investigations and post-remedial monitoring and care
or (iii) respond to any requests by a governmental entity for information or documents relating to
cleanup, removal, treatment or remediation or potential cleanup, removal, treatment or
remediation of Hazardous Materials in the indoor or outdoor environment.

"Environmental Claim" means any actual or threatened claim, notice, directive, action,
cause of action, investigation, suit, demand, abatement order or other order (conditional or
otherwise) by a governmental entity or any other Person, alleging liability, including potential
liability, for investigatory costs, Cleanup costs, all reasonable fees, disbursements and expenses
of counsel, expert and consulting fees and costs of investigations and feasibility studies and
responding to any governmental requests for information or documents, natural resources
damages, property damages, personal injuries, or penalties arising out of, based on, or resulting
from, (i) the presence, Release or threatened Release of any Hazardous Materials at a location,
currently or formerly owned or operated by the Company or any subsidiary, or at any third party
location at which the Company, any subsidiary or any other Person whose liability for any
Environmental Claim the Company or any subsidiary has or may have retained or assumed either
by contract or by operation of law or (ii) any violation, or alleged violation, of any
Environmental Law.

"Hazardous Materials" means all substances, wastes or materials defined or regulated as
hazardous substances, oils, pollutants or contaminants in the National Oil and Hazardous
Substances Pollution Contingency Plan, 40 C.F.R. § 300.5, or any other Environmental Law,
including without limitation toxic mold and asbestos in any form or condition.

"Release” means any actual or threatened release, spill, emission, discharge, leaking,
pumping, injection, deposit, disposal, dispersal, leaching or migration into the indoor or outdoor
environment (including ambient air, surface water, groundwater and surface or subsurface strata
or the abandonment or disposal of any barrels, containers or other closed receptacles containing
Hazardous Materials) of Hazardous Materials, including the movement of Hazardous Materials
through or in the air, soil, surface water, groundwater or real property.
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Section 4.17 Intellectual Property.

(a) Schedule 4.17(a) of the Disclosure Statement sets forth a true and complete list of
all registered Intellectual Property owned by the Company and/or its subsidiaries. All
Intellectual Property listed on Schedule 4.17(a) of the Disclosure Statement is valid and
subsisting. The Company or its subsidiaries own, or has valid binding licenses or otherwise
possesses sufficient rights to use, all Intellectual Property (that is material individually or in the
aggregate) used in the business of the Company and/or its subsidiaries as currently conducted,
free and clear of all Liens. For purposes of this Agreement, "Intellectual Property" means all
trademarks (together with all goodwill symbolized thereby), service marks, trade names, trade
dress, patents, trade secrets, domain names, copyrights, software and computer programs, and
similar rights, and registrations and applications to register or renew the registration of any of the
foregoing.

(b)  To the Knowledge of the Company, the use of the Intellectual Property owned by
the Company or its subsidiaries in the conduct of their respective businesses or operations as
currently conducted has not and does not, infringe, violate or misappropriate any Intellectual
Property of any third party. Neither the Company nor any of its subsidiaries has made any
written allegation in the past six years that any Person has infringed, diluted, misappropriated or
violated any of their Intellectual Property. To the Knowledge of the Company, no Person is
engaged in any activity that infringes, violates, or misappropriates any material Intellectual
Property owned by the Company or its subsidiaries. Neither the Company nor any of its
subsidiaries has received any written notice (including, without limitation, any demand or "cease
and desist” letter or offer to license) from any third party alleging any such infringement,
violation, or misappropriation, or pertaining to or challenging the right of the Company or any of
its subsidiaries to use any Intellectual Property owned or licensed by the Company or any of its
subsidiaries.

Section 4.18  SAP Financial Statements; Reports.

(a) “Insurance Company SAP Statements" means (i) the annual statutory statements
of the Insurance Company Subsidiaries filed with any Insurance Regulator for each of the years
ended December 31, 2008, 2007 and 2006 and for each calendar year ending after the date of this
Agreement and before the Effective Time, (ii) the quarterly statutory statements of the Insurance
Company Subsidiaries filed with any Insurance Regulator for each quarterly period ending after
the date of this Agreement and before the Effective Time, and (iii) all exhibits, interrogatories,
notes, schedules and any actuarial opinions, affirmations or certifications or other supporting
documents filed in connection with such annual statutory statements and quarterly statutory
statements.

(b) All Insurance Company SAP Statements were prepared (i) in conformity with
Applicable SAP and (ii) from the respective books and records of the Insurance Company
Subsidiaries. The Insurance Company SAP Statements, when read in conjunction with the notes
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thereto and any statutory audit reports relating thereto, present fairly in all material respects the
statutory financial condition and results of operations of the Insurance Company Subsidiaries as
of the dates and for the periods indicated (subject, in the case of unaudited statements, to notes
and normal year-end adjustments that are not material in amount or effect). The annual statutory
balance sheets and income statements included in the Insurance Company SAP Statements have
been, where required by insurance Laws, audited by an independent accounting firm.

(c) Since December 31, 2006, the Company and the Insurance Company Subsidiaries
have filed all Insurance Company SAP Statements. The Company has made available to Parent
true and complete copies of all Insurance Company SAP Statements filed by the Company or the
Insurance Company Subsidiaries with any Insurance Regulator for periods ending, and events
occurring, after January 1, 2006 and prior to the Effective Time. All such Insurance Company
SAP Statements complied in all material respects with the insurance Laws when filed. No
material deficiencies have been asserted by any Governmental Authority with respect to such
Insurarice Company SAP Statements that the Company has not appropriately addressed with
such Governmental Authority.

i(d) The Company has made available to Parent true and complete reports issued by
the applicable Insurance Regulator with respect to the most recent financial examinations of the
Company or the Insurance Company Subsidiaries. Except with respect to the transactions
contemplated by this Agreement, there are no regulatory examinations of the Company or any of
its subsidiaries currently in process as of the date of this Agreement.

(e) The Insurance Company SAP Statements as of and for periods ended December
31, 2007 and December 31, 2008 contain accurate lists, in accordance with Applicable SAP, as
of their respective dates of investment, of assets held and purchases and sales of the investment
assets by the Insurance Company Subsidiaries.

Section 4.19 Insurance Matters.

(@  The Company conducts its underwritten insurance operations exclusively through
MHAIC, Capital Risk Solutions, A Segregated Portfolio Company, and WCC (individually, an
"Insurance Company Subsidiary" and, collectively, the "Insurance Company Subsidiaries"). The
Insurance Company Subsidiaries are duly authorized and licensed to write each line of business
repone:d as being written in the Insurance Company SAP Statements, in each jurisdiction where
each is‘required to be so authorized and licensed.

(®)  As of the date of this Agreement, to the Knowledge of the Company, all
reinsurance treaties or agreements to which the Company or any Insurance Company Subsidiary
is a party or under which the Company or any Insurance Company Subsidiary has any existing
rights, obligations or liabilities (the "Company Reinsurance Agreements") are in full force and
effect in all material respects in accordance with their terms. No Company Reinsurance
Agreement is in default as to any material provision thereof. Since the commencement of the
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term of any such agreement, through the Business Day immediately prior to the date of this
Agreement, where the Company or any of its subsidiaries is a cedent, neither the Company nor
any of its subsidiaries has received any written notice to the effect that the financial condition of
any party to any such agreement is impaired in any material respect with the result that a default
thereunder may be reasonably likely, whether or not such default may be cured by the operation
of any offset clause in such agreement. Transactions contemplated by this Agreement (including
the Merger) will not result in any party having the right to terminate a Company Reinsurance
Agreement solely as a result of consummation of the transactions contemplated by this
Agreement (including the Merger).

(c) With respect to any Company Reinsurance Agreement for which the Company or
any Insurance Company Subsidiary is taking credit on its most recent Insurance Company SAP
Statement or has taken credit on any Insurance Company SAP Statement, after December 31,
2006 (i) there has been no separate written or oral agreement between any of the Company or the
Insurance Company Subsidiaries and the assuming reinsurer that would under any circumstances
reduce, limit, mitigate or otherwise affect any actual or potential loss to the parties under any
such Company Reinsurance Agreement, other than contracts that are explicitly defined in any
such Company Reinsurance Agreement, (ii) for each such Company Reinsurance Agreement
entered into, renewed, or amended on or after December 31, 2006, for which risk transfer is not
reasonably considered to be self-evident, documentation concerning the economic intent of the
transaction and the risk transfer analysis evidencing the proper accounting treatment, as required
by SSAP No. 62, is available for review by the domiciliary state insurance departments for each
of the Company and the Insurance Company Subsidiaries, (iii) each of the Company and the
Insurance Company Subsidiaries complies and has complied after December 31, 2006 in all
material respects with all of the requirements set forth in SSAP No. 62, and (iv) each of the
Company and the Insurance Company Subsidiaries has and has had from and after January 1,
2007 appropriate controls in place to monitor the use of reinsurance and to comply with the
provisions of SSAP No. 62.

(d)  The Insurance Reserves carried on the Insurance Company SAP Statements of
each Insurance Company Subsidiary were, as of the respective dates of such Insurance Company
SAP Statements, in compliance in all material respects with the requirements for Insurance
Reserves established by the Insurance Regulators of the state of domicile of each Insurance
Company Subsidiary, were determined in all material respects in accordance with generally
accepted actuarial principles in effect at such time, consistently applied, and were computed on
the basis of methodologies consistent in all material respects with those used in prior periods,
except as otherwise noted in the Insurance Company SAP Statements. For purposes of this
Agreement, "Insurance Reserves" means loss reserves (including incurred but not reported),
allocated and unallocated loss adjustment expense reserves, unearned premium reserves and
other reserves required to be maintained pursuant to Applicable SAP net of any related
reinsurance.

(e) Except for regular periodic assessments in the ordinary course of business
consistent with past practice or assessments based on developments which are publicly known
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within the insurance industry, no material claim or material assessment is pending or, to the
Knowledge of the Company, threatened against any Insurance Company Subsidiary which is
unique to such Insurance Company Subsidiary by any state insurance guaranty association in
connection with such association's fund relating to insolvent insurers.

® Except as set forth in Schedule 4.19(f) of the Disclosure Statement, none of the

Company or its subsidiaries is a party to any fronting arrangements under which any obligations
remain outstanding.

() As of the date of this Agreement, no policyholder, affiliated group of
policyholders, Agent, or any other persons writing, selling or producing, either directly or
through reinsurance assumed, insurance business that individually or in the aggregate accounted
for $2,500,000 or more in aggregate premium income for the year ended December 31, 2008 has
terminated or has given written notice of or, to the Knowledge of the Company, oral notice of
termination of its relationship with the Company or the Insurance Company Subsidiaries.

Section 420  Corporate Insurance Program. The Company and its subsidiaries maintain
policies of general liability, fire and casualty, directors and officers, errors and omissions, and
other forms of insurance in such amounts, with such deductibles and against such risks and
losses as are reasonable, in the judgment of the Company, for the business and assets of the
Company and its subsidiaries (the "Insurance Policies"). All such Insurance Policies are in full
force and effect, all premiums due and payable thereon have been paid, and no notice of
cancellation or termination has been received with respect to any material Insurance Policy
which has not been replaced on substantially similar terms prior to the date of such cancellation.

Section 4.21 Certain Contracts.

(a) Schedule 4.21(a) of the Disclosure Statement sets forth each written contract,
agreement, arrangement, commitment or understanding and, to the Knowledge of the Company,
each oral contract, agreement, commitment or understanding, to which the Company or any of its
subsidiaries is a party or otherwise bound:

(1) that is not an Insurance Contract or Company Reinsurance
Agreement and meets any of the following criteria:

(A) requires aggregate future expenditures by
the Company or its subsidiaries in excess of $250,000;

(B) requires the purchase or sale of any
commodity, product, material, supplies, equipment or other personal
property for a purchase price in excess of $250,000, other than purchase or
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sale orders entered into in the ordinary course of business consistent with
past practice;

(C)  pursuant to which the Company or any of its
subsidiaries license to or from any Person any Intellectual Property that is
material to its respective business (other than contracts for commercially
available "off the shelf" computer software);

(D) relates to the incurrence by the Company or
its subsidiaries of any indebtedness, other than any such contract entailing
past or reasonably expected future amounts of less than $250,000 in the
aggregate;

(E) relates to the acquisition or disposition
outside the ordinary course of business consistent with past practice of any
assets having a value in excess of $250,000 or any line of business |
(whether by merger, sale or purchase of stock, sale or purchase of assets or ‘
otherwise);

(F)  contains outstanding proxies (other than
routine proxies in connection with annual meetings or guarantee
associations and proxies for voting of investment securities of the
Insurance Company Subsidiaries in the ordinary course of business),
powers of attorney or similar delegations of authority of the Company to
any Person;

(G) is a "material contract" (as such term is
defined in Item 601(b)(10) of Regulation S-K of the Securities and |
Exchange Commission) of the Company or any of its subsidiaries;

(H) is a legally binding commitment or
obligation to enter into any of the foregoing;

O is with any affiliate of the Company or any
director, officer or employee of the Company or any affiliate of the
Company, other than, for purposes of this clause (I), (x) employment
agreements, (y) agreements related to employee benefits of the Company
ot its subsidiaries and (z) agreements with the principal employer (or any
affiliate of such employer) of any outside director of the Company entered
into in the ordinary course of business. For purposes of this Section
421(a)i)]), an "affiliate” of any Person means another Person that
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directly or indirectly through one or more intermediaries, controls, is
controlled by, or is under common control with, such first person, where
"control" means the possession, directly or indirectly, of the power to
direct or cause the direction of the management and policies of such
Person, whether through the ownership of voting securities, by contract, as
trustee or executor or otherwise;

(i)  that (A) is with, (B) governs the relationship of, or (C) sets
forth or modifies any rights or obligations of a partnership or joint venture of the
Company or any of its subsidiaries that is material to the Company's business and
is not consolidated with the Company for financial reporting purposes;

(iii)  the purpose of which is to limit the ability of the Company
or any of its subsidiaries to compete with respect to any product, service or
territory; or

(iv)  that is with any Insurance Regulator.

The Company has made available to Parent true and complete copies of all of the
contracts, agreements, commitments and arrangements listed on Schedule 4.21(a) of the
Disclosure Statement. Each material contract, agreement, arrangement, commitment, or

understqndmg of the type described in Sections 4.21(a) and (b) of this Agreement, whether or not
set forth in the Disclosure Statement, is referred to in this Agreement as a "Company Contract.”

(b) Schedule 4.21(b) of the Disclosure Statement sets forth a list of all agency
agreements, general agent and managing general agent agreements, reinsurance intermediary
agreements and other distribution agreements, and agreements relating to the sale or servicing of
workers compensation, employers liability or professional liability insurance products offered by
the Company or any of its subsidiaries that will not expire and cannot be canceled or terminated
within one year, to which the Company or any of its subsidiaries is a party and under which
payments were made during any calendar year since December 31, 2008 in excess of $250,000.

(c) With respect to each Company Contract: (i) such Company Contract is in full
force and effect; (ii) there are no monetary defaults in excess of $50,000 in the aggregate by the
Company or any of its subsidiaries and no material non-monetary defaults by the Company or
any of its subsidiaries, or, to the Knowledge of the Company, any other party, under such
Company Contract; (iii) neither the Company nor any of its subsidiaries has received written
notice of any material default, offset, counterclaim or defense under any Company Contract; (iv)
to the Knowledge of the Company, no condition or event has occurred that with the passage of
time or the giving of notice or both would reasonably be likely to constitute a material default or
breach li)y the Company or any of its subsidiaries (that would be required to be disclosed under
clause (u)), or any other party under the terms of any Company Contract; and (v) to the
Knowledge of the Company, no party has repudiated any provision of such Company Contract.
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Section 4.22 Opinion of Financial Advisor. The Company has been advised by, and
received a written opinion from the Company Financial Advisor that in its opinion, as of the date
of this Agreement, the Merger Consideration is fair from a financial point of view to the holders
of Shares and such opinion has not been changed, withdrawn or otherwise modified in any way.

Section 4.23 Questionable Payments. Neither the Company nor any of its subsidiaries,
nor any of their respective current directors or officers, and to the Knowledge of the Company,
former officers or directors or current or former employees, agents or representatives has (i) used
any corporate funds for any illegal contributions, gifts, entertainment or other unlawful expenses
relating to political activity, (i) used any corporate funds for any direct or indirect unlawful
payments to any foreign or domestic government officials or employees, (iii) violated any
provision of the Foreign Corrupt Practices Act of 1977, (iv) established or maintained any
unlawful or unrecorded fund of corporate monies or other assets, (v) made any false or fictitious
entries on the books and records of the Company or any of its subsidiaries, or (vi) made any
bribe, rebate, payoff, influence payment, kickback or other unlawful payment of any nature.

Section 424 Michigan Acts. Assuming that none of Parent, the Purchaser or any of
their affiliates is an "interested shareholder" under Chapter 7A of the MBCA, Chapter 7A of the
MBCA will not apply to this Agreement or amy of the transactions contemplated by this
Agreement.

Section 425 Broker's Fees. Except for fees payable to the Company Financial Adyvisor,
neither the Company nor any of its subsidiaries has incurred any liability for any broker's fees,
commissions or financial advisory or finder's fees in connection with any of the transactions
contemplated by this Agreement, and neither the Company nor any of its subsidiaries has
employed any broker, finder or financial advisor other than the Company Financial Advisor in
connection with any of the transactions contemplated by this Agreement. The only consideration
due and payable to the Company Financial Advisor in connection with the Merger and the
transactions contemplated by this Agreement for events occurring after the Closing is the amount
equal to the aggregate deductions to the Per Share Adjustment Amount and the De%ferred

Payment Per Share described in Section 6.14.

Section4.26 Supplemental Pension Benefits Plan. Schedule 4.26 of the Disclosure
Statement sets forth a true and complete list of all of the individuals entitled to supplemental
pension benefits under the Michigan Hospital Association Insurance Company Supplemental
Pension Benefits Plan (or any replacement of such plan).

Section 4.27 Directors Deferred Compensation Plan. Schedule 4.27 of the Disclosure
Statement sets forth a true and complete list of all of the individuals owed money under the
Company's Plan for Deferring the Payment of Directors' Fees and the amounts owed each
individual listed.

Section 4.28 Rights Plan. The Rights Plan has been amended so that the entering into
of this Agreement, and the consummation of the transactions contemplated by this Agreement,
do not and will not, (i) result in any person being deemed to have become an Acquiring Person
(as defined in the Rights Plan), (ii) result in the ability of any person to exercise any Right§ under

the Rights Plan, (iii) enable or require the Rights to separate from the Shares to which they are
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attached or to be triggered or become exercisable or (iv) enable the Company to exchange any
Rights for shares of the Company's capital stock pursuant to the Rights Plan. The Company has
made a true and complete copy of the amended Rights Plan available to Parent. No triggering or
similar event has occurred or will occur by reason of (1) the adoption, approval, execution or
delivery of this Agreement, (2) the public announcement of such adoption, approval, execution
or delivery or (3) the consummation of the transactions contemplated by this Agreement.

Section 4.29 Books and Records. To the Knowledge of the Company, the books and
records of the Company and its subsidiaries (a) are true and complete in all material respects and
(b) have been maintained in all material respects in accordance with applicable Law. The minute
books (containing the records of meetings of the shareholders, Board of Directors, and any
committees of the Board of Directors) of the Company and each of its subsidiaries are true and
complete in all material respects.

Section 430 Intermal Controls. The Company maintains a system of internal
accounting controls with regard to the Company and its subsidiaries which is sufficient to
provide reasonable assurance that (a) transactions are executed in accordance with management's
general or specific authorization, (b) transactions are recorded as necessary to permit preparation
of financial statements in conformity with Applicable SAP and GAAP and to maintain
accountability for its assets, (c) access to assets is permitted in accordance with management's
general or specific authorization, (d) the reporting of its assets is compared with existing assets at
regular intervals and appropriate actions are taken with respect to any differences and (e)
accounts, notes and other receivables and inventory are recorded accurately, and proper and
adequate procedures are implemented to effect the collection thereof on a current and timely
basis.

Section 431 Actuarial Reports. Schedule 4.31 of the Disclosure Statement lists all of
the actuarial reports which were prepared internally or externally in connection with Insurance
Company SAP Statements since December 31, 2006 (such actuarial reports, together with all
attachments, addenda, supplements thereto, the "Actuarial Reports"), and prior to the date of this
Agreement the Company has made true and complete copies of such Actuarial Reports available
to Parent. Each Actuarial Report was based upon an inventory of Insurance Contracts in force
that, at the relevant time of preparation, was complete and accurate in all material respects, was
prepared using appropriate modeling procedures and assumptions accurately applied and in
conformity with generally accepted actuarial standards consistently applied, and the projections
contaiged therein were properly prepared in accordance with the assumptions contained therein.

‘Section 4.32 Ratings. As of the date of this Agreement, MHAIC has an A.M. Best
Compa‘rny, Inc. financial strength and claims paying rating of at least A- and WCC has an A.M.
Best Company, Inc. financial strength rating of at least B+. As of the date of this Agreement,
neither the Company nor any of the Principal Insurers has received notification that (a) the A.M.
Best Company, Inc. financial strength and claims paying ability rating of either of the Principal
Insurers will be downgraded below its respective current rating or (b) A.M. Best Company, Inc.
has anhounced that it has placed (i) a "negative outlook," "credit watch" or similar adverse
designz;ttion on either of the Principal Insurers or (ii) under surveillance or review its rating of the
ﬁnanciial strength or claims-paying ability of either of the Principal Insurers.
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Section 433 No_Other Representations or Warranties. Except for the express
representations and warranties contained in this Article IV, none of the Company, its subsidiaries
nor any other person makes, or shall be deemed to have made, any other representation or
warranty, express or implied, on behalf of the Company or any of its subsidiaries or other
affiliates.  Without limiting the generality of the foregoing, and notwithstanding  any
representation and warranty made by the Company in this Article IV, none of the Company, any
of its subsidiaries or any other person makes any representation or warranty with respect to (a)
any projections, estimates or budgets delivered or made available to Parent, the Purchaser or any
of their respective representatives at any time with respect to future revenues, expenses or
expenditures or future results of operations, or (b) except as expressly covered by! any
representation and warranty contained in this Article IV, any other information or documents
(financial or otherwise) made available to Parent, the Purchaser or any of their respective
representatives whether on, before or after the date of this Agreement. [

ARTICLE V ‘

REPRESENTATIONS AND WARRANTIES OF PARENT AND THE PURCHASER

Parent and the Purchaser represent and warrant to the Company that the statements
contained in this Article V are correct and complete as of the date of this Agreement and at the
Effective Time, except as disclosed by Parent or the Purchaser to the Company in Parent's
disclosure statement, delivered on or before the date of execution of this Agreement (the "Parent
Disclosure Statement"), with specific reference to the Sections hereof to which such exception
relates:

Section 5.1  Organization. Each of Parent and the Purchaser is a corporation duly
organized, validly existing and in good standing under the Laws of its state of incorporation and
each of Parent and the Purchaser has all requisite corporate power and authority necessary to
own, lease and operate its properties and to carry on its business as now being conducted.
Purchaser is a wholly-owned subsidiary of Parent. None of Parent, the Purchaser or any of their
affiliates is an "interested shareholder" under Chapter 7A of the MBCA. |

Section 5.2  Authority. Each of Parent and the Purchaser has all requisite corporate
power and authority to execute, deliver and perform its obligations under this Agreement and
each instrument required hereby to be executed, delivered and performed at Closing and, subject
to approvals by applicable Governmental Authorities regulating Parent or the Purchaser, to
complete the transactions contemplated by this Agreement. No other corporate proceedings on
the part of Parent or the Purchaser are necessary to adopt or approve this Agreement and each
instrument required hereby to be executed, delivered and performed at Closing or to complete
the Merger. This Agreement has been duly adopted and completion of the Merger has been duly
authorized by each of the boards of directors of Parent and the Purchaser. This Agreement has
been approved by the requisite vote of the shareholders of Purchaser. This Agreement and each
instrument required hereby to be executed, delivered and performed at Closing has been dﬁly and
validly executed and delivered by Parent and the Purchaser and, assuming this Agreement
constitutes a legal, valid and binding agreement of the Company, it constitutes a legal, valid and
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binding agreement of Parent and the Purchaser, enforceable against each in accordance with its
terms, except that (a) such enforcement may be subject to applicable bankruptcy, insolvency,
reorganization, moratorium or other similar Laws, now or hereafter in effect, relating to creditors’
rights generally and (b) equitable remedies of specific performance and injunctive and other
forms of equitable relief may be subject to equitable defenses and to the discretion of the court
before which any proceeding therefor may be brought.

Section 5.3  No Violations; Consents and Approvals.

(@) None of the execution and delivery of this Agreement and each instrument
required hereby to be executed and delivered at the Closing, the completion of the transactions
contemplated by this Agreement or the compliance by Parent or the Purchaser with any of the
provisions of this Agreement and each instrument required hereby to be executed and delivered
by Parent or the Purchaser at the Closing subject to receipt of the approvals set forth in Section
5.3(b), will (i) violate any provision of their respective Organizational Documents, (ii) result in a
violation or breach of, or constitute (with or without due notice or lapse of time or both) a default,
or give rise to any right of termination, cancellation or acceleration or any right which becomes
effective upon the occurrence of a merger, under, any of the terms, conditions or provisions of
any note, bond, mortgage, indenture or other instrument of indebtedness for money borrowed to
which Parent or the Purchaser is a party, or by which Parent or the Purchaser or any of their
respective properties is bound, (iii) result in a violation or breach of, or constitute (with or
without due notice or lapse of time or both) a default, or give rise to any right of termination,
cancelle‘ltlon or acceleration or any right which becomes effective upon the occurrence of a
merger, under any of the terms, conditions or provisions of any license, franchise, permit or
agreement to which Parent or the Purchaser is a party, or by which Parent or the Purchaser or any
of their Tespective properties is bound, or (iv) conflict with or violate any Laws by which Parent
or the Purchaser or any of its respective properties is bound, excluding from the foregoing
clauses (ii), (iii) and (iv) violations, breaches, defaults or rights which would not reasonably be
expected to have a material adverse effect on Parent's or the Purchaser's ability to perform their
respective obligations under this Agreement or complete the Merger (a "Parent Material Adverse
Effect") or the approval of OFIR, WIC, or any other applicable Insurance Regulator.

(b) No filing or registration with, notification to, or authorization, consent or approval
of, any ' Governmental Authority by Parent or the Purchaser is required in connection with the
execution and delivery of this Agreement, or the completion by Parent or the Purchaser of the
transactions contemplated by this Agreement, except (i) the filing of the Certificate of Merger
with the MDELEG, (ii) those consents, approvals, orders, authorizations, notifications,
registrjtions, declarations and filings with or by Governmental Authorities (including the OFIC
and WIC) listed on Schedule 5.3(b) of the Parent Disclosure Statement, (iii) the notification and
report forms required to be filed under the HSR Act with the FTC and the Antitrust Division and
(iv) such other consents, approvals, orders, authorizations, notifications, registrations,
declarations and filings not obtained or made prior to the Effective Time, the failure of which to
be obtained or made have not had and would not, individually or in the aggregate, reasonably be
expected to have a Parent Material Adverse Effect.
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Section 5.4  Financing. Parent has existing financial resources sufficient to pay the
Merger Consideration and Preferred Share Price in full as required by this Agreement and to pay
all other costs to be paid by Parent and the Purchaser, as applicable, under this Agreement.

Section 5.5  Broker's Fees. Except for fees payable to Keefe, Bruyette and Wpods,
Inc., neither Parent nor any of its subsidiaries has incurred any liability for any broker's fees,
commissions or financial advisory or finder's fees in connection with any of the transactions
contemplated by this Agreement, and neither Parent nor any of its subsidiaries has employed any
broker, finder or financial advisor other than Keefe, Bruyette and Woods, Inc. in connection with
any of the transactions contemplated by this Agreement.

Section 5.6  Beneficial Ownership of the Company. Nether Parent nor the Purchaser (1)
are the beneficial owners, directly or indirectly, of 10% or more of the voting power (Epf the
outstanding voting shares of the Company, or (ii) are an affiliate of any person whq‘ is a
beneficial owner, directly or indirectly, of 10% or more of the voting power of the outstanding
voting shares of the Company. ‘

\
ARTICLE VI 1
COVENANTS |
Section 6.1  Conduct of Business of the Company. The Company covenants and
agrees that, during the period from the date of this Agreement and continuing until the earlier of
the termination of this Agreement or the Effective Time, unless Parent shall otherwise agree in
writing, the Company shall conduct its business and shall cause the businesses of its subsidiaries
to be conducted only in, and the Company and its subsidiaries will not take any action except in,
the ordinary course of business and in a manner consistent with past practice other than actions
taken by the Company or its subsidiaries in contemplation by this Agreement; and the Coﬁxpany
shall use commercially reasonable efforts to preserve substantially intact the business
organization of the Company and its subsidiaries, to keep available the services of its pjresent
officers, employees and consultants of the Company and its subsidiaries, to file all required
reports and statements with Insurance Regulators, and to preserve the present relationships of the
Company and its subsidiaries with customers, agents, brokers, insurers and other persons with
which the Company or any of its subsidiaries has significant business relations. Without limiting
the generality of the foregoing, and except as otherwise expressly provided in this Agreement,
prior to the Effective Time, the Company shall not, and shall cause its subsidiaries not to,
without the prior written consent of Parent, which consent will not unreasonably be withheld:

(a) amend (whether by merger, consolidation or otherwise) its Organizational
Documents;

(b) authorize for issuance, issue, sell, deliver or agree or commit to authorize, issue,
sell or deliver (whether through the issuance or granting of options, warrants, commitments,
subscriptions, rights to purchase or otherwise) any stock of any class or any other securities or
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equity equivalents, except for the issuance of Shares under the Company Incentive Plans in
connection with the exercise of Options outstanding as of the date of this Agreement or amend
any of the terms of any such securities or agreements outstanding as of the date of this
Agreement;

(c) split, combine, recapitalize or reclassify any shares of its capital stock, declare, set
aside, make or pay any dividend or other distribution (whether in cash, stock or property or any
combination thereof) in respect of its capital stock or redeem or otherwise acquire any of its
securities, other than (i) any dividend or other distribution to the Company by any of its
subsidiaries, (ii) payment of (y) the annual dividend on Preferred Shares at the rate provided in
the Company's articles of incorporation and (z) the annual dividend not to exceed $0.75 per
Share and related required redemption of Preferred Shares as provided in the Stock Purchase
Agreement, (iii) redemption of Shares and payments to former employees of the Company or its
subsidiaries for the repurchase of Shares from such former employees as required or permitted
by the Company's Employee and Directors Stock Purchase Plan or Stock Incentive Plans, and (iv)
the dividend and award of shares of Holders Agent to Holders pursuant to Sections 6.13(b), (¢)
and (d).

\

(d)  adopt a plan of complete or partial liquidation, dissolution, merger, consolidation,
restructuring, recapitalization or other reorganization of the Company;

(e) ' @) incur, assume or prepay any long-term or short-term indebtedness
for borrowed money;

(i)  issue any debt securities;

(iii) assume, guarantee or otherwise agree to become liable or
responsible (whether directly, contingently or otherwise) for any obligations of
any other person, except for obligations of any subsidiary of the Company;

|
|
! (iv) make any loan, advance or capital contribution to, or
investment in, any other person (other than (w) transactions in the investment
" securities of the Insurance Company Subsidiaries in the ordinary course of
" business, (x) any loan or advance to any wholly-owned subsidiary of the
‘ Company in the ordinary course of business consistent with past practice;
provided, however, no loan or advance to Holders Agent shall be permitted, but
| the Holders Agent Capital Contribution described in Section 6.13(a) shall be
permitted, (y) customary advances to employees related to advancement of
expenses not to exceed $5,000 individually, in the ordinary course of business
| consistent with past practice, or (z) 401(k) loans);
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(v)  pledge or otherwise encumber shares of capital stock of the |
Company or any of its subsidiaries;

(vi)  abandon, permit to lapse, sell, grant any exclusive license '

in, or otherwise dispose of any Intellectual Property owned by the Company or its
subsidiaries that is material individually or in the aggregate, or

(vii) disclose to any Person, any trade secret of the Company or
its subsidiaries in any manner that materially diminishes the commercial value of

such trade secret to the Company; \
|

\

® except as may be required by Law, enter into, adopt, amend or terminate any
bonus, profit sharing, compensation, severance, termination, stock option, stock appreciation
right, restricted stock, performance unit, stock equivalent, stock purchase agreement, pension,
retirement, deferred compensation, employment, severance or other employee benefit agreement,
trust, plan, fund or other arrangement for the benefit or welfare of any director, officer or
employee in any manner, or (except for normal increases in the ordinary course of business and
consistent with past practice that, in the aggregate, do not result in a material increase in benefits
or compensation expense to the Company, or except as required under any existing agreement,
plan or arrangement) increase in any manner the compensation or fringe benefits of any director,
officer or employee;

(g)  acquire, sell, lease, mortgage, pledge or otherwise encumber or dispose of or
suffer to exist any material Lien upon any assets of the Company or any of its subsidiaries
(except for (i) dispositions of obsolete or worthless assets, (ii) sales of immaterial assets with a
fair market value not in excess of $100,000 in the aggregate, (iii) encumbrances created under
existing secured lending arrangements on assets acquired after the date of this Agreement, (iv)
Permitted Exceptions, or (V) transactions in the investment securities of the Insurance Company
Subsidiaries in the ordinary course of business);

(h) enter into any material contract, agreement or transaction outside the ordinary
course of business consistent with past practice, or modify, amend, terminate or waive any
material rights under any material contract or agreement;

6y except as may be required as a result of a change in Law or in Applicable SAP or
GAAP (after consultation with Parent as to the effect of any such change), change any of the
accounting principles or practices, any actuarial methodologies, or any pricing policy or
reserving policy used by it or any of its subsidiaries;

) acquire (i) by merger, consolidation, acquisition of stock or assets or otherwise
any corporation, partnership or other business organization or division or business thereof or (ii)
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any equity interest therein other than any investment by the Insurance Company Subsidiaries
made in ordinary course of business and consistent with past practice; ’

(k)  revalue in any material respect any of its assets or properties, including writing off
notes or accounts receivable, other than revaluing assets or properties as is required by
Applicable SAP or GAAP;

|

4)) except as required as a result of a change in Law, make, revoke or change any Tax
election, change a Tax accounting period, adopt or change any Tax accounting method, change
any Tax accounting policy or procedure, file any amendment to a Tax Return, enter into any
closing agreement, surrender, settle or compromise any claim or assessment of Taxes or refunds
of Taxes or consent to extension or waiver of the statute of limitations applicable to any Tax;

\

(m) pay, discharge or satisfy any claim, liability or obligation (whether absolute,
accrued, asserted or unasserted, contingent or otherwise), other than (i) claims under Insurance
Contracts, or (i) the payment, discharge or satisfaction in the ordinary course of business
consistent with past practice of liabilities reflected or reserved against in the Company Financial
Statements (including the notes thereto) or incurred since December 31, 2008 in the ordinary

| . - . -
course of business consistent with past practice;
\

(n)  fail to pay accounts payable and other obligations in the ordinary course of
business consistent with past practice, except for those being contested in good faith;

(o) initiate (other than suits against Parent or the Purchaser), settle or compromise
any pending or threatened suit, action or claim relating to the transactions contemplated by this
Agreement or material to the Company and its subsidiaries taken as a whole other than ordinary
course insurance claims and related litigation;

;(P) authorize any new capital expenditure, which when aggregated with all other new
capital expenditures, causes all such new capital expenditures to exceed $100,000;

(@)  bind coverage for insurance of a type materially different than the types of
insurance offered on the date of this Agreement;
!

(r) make any material change in its policies or practices for investment, underwriting,
reinsurance cessions and assumptions, claim processing and payment, selling, customer rating, or
make any changes in the statutory accounting methods, principles or practices used by the
Company or any of its subsidiaries, including but not limited to any change with respect to
princip‘les or practices for the establishment of reserves for losses and loss adjustment expenses,
except insofar as may be required by a change in Applicable SAP or as may be required by Law
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or any Governmental Authority. For purposes of this Agreement, the term "Applicable $AP"
means with respect to the Company and its subsidiaries, statutory accounting practices
prescribed or permitted by the Commissioner (or equivalent title) of the Insurance Regulator of
the jurisdiction or state of domicile of such insurer, but disregarding any permitted practices
applicable specificaily to any such Person. !

|

(s) amend in any material respect, assign or terminate any reinsurance oOr

retrocessional agreement or enter into any new reinsurance or retrocession agreement, except in

the ordinary course of business consistent with past practices; |

® (i) make any changes in underwriting standards, reinsurance standards, pricing
bases, retention limits, administrative practices or claims practices and standards, other than in
the ordinary course of business consistent with past practice, or (ii) make any material change
that would relax the standards in pricing and underwriting procedures for the issuance or renewal
of Insurance Contracts issued by, or insurance contracts reinsured and administered by, any of
the Insurance Company Subsidiaries or the standards by which such contracts are administered
or monitored; |

(u)  with respect to Insurance Contracts issued by, or insurance contracts reinsured
and administered by, any of the Insurance Company Subsidiaries, reduce rates, fail to implement
actuarially based rate increases, extend policy terms, accelerate renewals, or take any other
actions similar to the foregoing, in each case other than in the ordinary course of business
consistent with past practice;

(v)  voluntarily forfeit, abandon, waive, cancel, amend or terminate or voluntarily
cause the forfeiture, abandonment, waiver, cancellation, amendment or termination of any of its
licenses issued by Insurance Regulators, except as may be required in order to comply with
applicable Law; |

(w)  apply for any license to carry on an insurance business in any jurisdiction which is
not set forth on Schedule 4.9(a) of the Disclosure Statement; provided, however, that the
Company and the Insurance Company Subsidiaries may continue to pursue the approval of any
such application set forth on Schedule 6.1(w);

|
(x)  voluntarily terminate, cancel or amend, or voluntarily cause the termihation,
cancellation or amendment of, any material insurance coverage (and any surety bonds, letters of
credit, cash collateral or other deposits related thereto required to be maintained with respect to
such coverage) maintained by the Company or any of its subsidiaries that is not replaced by
comparable insurance coverage; !
\
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(y) reduce the amount of any Insurance Reserves of the Insurance Company
Subsidiaries, other than as a result of loss or expense payments to other parties in accordance
with the terms of Insurance Contracts or reserve adjustments as required by GAAP, consistently
applied; or

(z)  voluntarily take, or agree in writing or otherwise to take, any of the actions
described in Sections 6.1(a) through (y) above, or any action which would be reasonably likely
to make any of the representations or warranties of the Company contained in this Agreement
untrue or incorrect or prevent the Company, subject to the terms and conditions of this

Agreement, from performing or cause the Company not to perform its covenants under this
Agreement.

Section 6.2  No Solicitation.

(@  The Company agrees that neither it, nor any subsidiary of the Company, nor any
of its or its subsidiaries' officers and directors shall, and that it shall instruct and use its
commercially reasonable efforts to cause its and their officers, directors, employees, accountants,
consultants, legal counsel, financial advisors and other representatives and agents
("Representatives") not to, directly or indirectly (i) solicit, initiate, encourage or knowingly
facilitate or induce any inquiry with respect to or that could reasonably be expected to lead to, or
the making, submission or announcement of, any Acquisition Transaction Proposal, (i1)
participate in any discussions or negotiations regarding, or furnish to any Person any nonpublic
information relating or with respect to, any Acquisition Transaction Proposal, or in response to
any inquiries or proposals that could reasonably be expected to lead to any Acquisition
Transaction Proposal, (iii) approve, endorse or recommend any Acquisition Transaction Proposal,
or (iv) enter into any letter of intent or similar document or any agreement or commitment
providing for, any Acquisition Transaction Proposal (except for confidentiality agreements
specifically permitted pursuant to Section 6.2(c)). The Company shall immediately terminate,
and shall cause its subsidiaries and its and their Representatives to immediately terminate, all
discussions or negotiations, if any, that are ongoing as of the date of this Agreement with any
third party with respect to any Acquisition Transaction Proposal and shall immediately request
the return or destruction of all related information.

(b) The Company shall (i) notify Parent of any inquiries, proposals or of offers
related to, or if any request for information with respect to, or any negotiations or discussions are
sought in connection with an Acquisition Transaction Proposal (including, without limitation, the
material terms and conditions thereof) immediately after receipt, (ii) immediately identify the
Person or group of Persons involved in such Acquisition Transaction Proposal, (iii) immediately
provide Parent with a copy of any written proposal or other materials related to such Acquisition
Transaction Proposal and (iv) keep Parent informed on a current basis with respect to the status,
terms, discussions and negotiations with respect to such inquiry, proposal or offer or any
amendment thereto permitted pursuant to Section 6.2(c).
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(c) Notwithstanding anything in this Agreement to the contrary (including, without
limitation, Section 6.2(a)), if prior to the receipt of the Company Shareholder Approval (i) the
Company receives an Acquisition Transaction Proposal which (x) constitutes a Superior
Proposal or (y) the Board determines in good faith, after consultation with and advice from its
outside legal counsel and the Company Financial Advisor (or other outside financial advisors),
would reasonably be expected to result in a Superior Proposal by the Person (or group of Persons)
making such Acquisition Transaction Proposal and (ii) prior to taking the actions in clause (A),
(B) and (C) below, the Board determines in good faith, after consultation with its outside legal
counsel, that the failure to take such action would be inconsistent with the Board's fiduciary
duties under applicable Law, then, prior to receipt of the Company Shareholder Approval, the
Company may take the following actions: (A) furnish (or cause to be furnished by its
Representatives) nonpublic information to the Person (or group of Persons) making such
Acquisition Transaction Proposal and its Representatives and financing sources, if, and only if,
prior to so furnishing such information, the Company receives from the Person (or group of
Persons) and its Representatives and financing sources an executed confidentiality agreement
that contains provisions that are no less favorable in the aggregate to the Company and its
subsidiaries than the Confidentiality Agreement; provided that the Company shall promptly
provide Parent with a copy of any such information not previously provided to Parent or its
Representatives, (B) engage in discussions or negotiations with the Person (or group of Persons)
and its Representatives with respect to such Acquisition Transaction Proposal, and (C) to the
extent permitted by Sections 6.4(c) and (d), effect a Company Change of Recommendation, or
recommend such Acquisition Transaction Proposal to the shareholders of the Company.

(d)  For the purpose of this Agreement the following terms shall have the definitions
set forth below:

"Acquisition Transaction Proposal” means any proposal or offer made by a Person or
group of Persons prior to the receipt of the Company Shareholder Approval relating to (A) any
sale, lease, exchange, mortgage, transfer or other disposition of 20% or more of the consolidated
assets of the Company and its subsidiaries, (B) any acquisition by the Company following which
the shareholders of the Company immediately proceeding the consummation of such transaction
cease to hold at least 80% of the outstanding Shares immediately following such transaction, (C)
any acquisition or purchase by any Person of equity interests in the Company representing in
excess of 20% of the power to vote for the election of the directors of the Company, or any
tender offer or exchange offer for more than 20% of the equity securities of the Company, (D)
any merger, consolidation, business combination, recapitalization, liquidation, dissolution or
similar transaction involving the Company, or any of its subsidiaries whose assets, individually
or in the aggregate, constitute more than 10% of the consolidated assets of the Company or (E)
the repurchase by the Company or any of its subsidiaries of more than 20% of the outstanding
Shares which has the effect, whether individually or in connection with a related transaction,
described in clause (A), (B), (C) or (D) above, in each case other than any proposal or offer by
Parent or any of its subsidiaries.

"Superior Proposal” means any bona fide, written Acquisition Transaction Proposal made
by any Person or group of Persons for assets producing more than 50% of the consolidated
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revenue of the Company and its subsidiaries taken as a whole or more than 50% of the
outstanding Shares; provided that following such transaction, either (i) the Company owns less
than 50% of the consolidated assets of the Company and its subsidiaries taken as a whole
immediately before such transaction, or (ii) the sharcholders of the Company immediately
preceding the consummation of such transaction hold less than 50% of the outstanding equity of
the Company immediately following such transaction (and which proposal has not been obtained
by or on behalf of the Company in violation of this Section 6.2, and with respect to which the
Company has fulfilled its obligations pursuant to this Section 6.2) on terms that the Board
determines in good faith, after consultation with the Company's outside legal counsel and
Company Financial Advisor (or other outside financial advisors), and after taking into account
all legal, financial and regulatory aspects of the proposal (and the timing and likelihood of
consummation of such transaction), the Person making the proposal, and any potential revisions
to this Agreement offered by Parent in a written agreement which will become binding on Parent
upon acceptance by the Company, are more favorable from a financial point of view to the
Company and its shareholders than the transactions contemplated by this Agreement.

(¢)  Except in connection with a termination of this Agreement in accordance with the
terms of this Agreement, the Company shall not take any action to exempt any Person from the
restrictions on "business combinations” or similar provisions contained in Chapter 7A of the
MBCA or the Company's Organizational Documents, or otherwise cause such restrictions not to

apply.

® The Company agrees that any violations of the restrictions set forth in this Section
6.2 by any Representative of the Company or any of its subsidiaries shall be deemed to be a
breach of this Section 6.2 by the Company.

Section 6.3  Regulatory Filings.

(a) The parties to this Agreement understand and agree that Parent will be required to
file certain documents and obtain certain approvals in order to complete the transactions
contemplated by this Agreement, which filings and approvals include notice on Form A
Statement (or equivalent filing) to be filed with the Insurance Regulators of the states or
jurisdictions of the Insurance Company Subsidiaries in support of Parent's request for approval
of a change in control of the Insurance Company Subsidiaries (the "Insurance Filings").

(b)  Subject to the next sentence, Parent shall use its commercially reasonable efforts
to file all Insurance Filings and obtain approval by the necessary Insurance Regulators of the
transactions contemplated by this Agreement as soon as reasonably practicable, including giving
notice of any public hearing regarding the Merger to any Persons required by such Insurance
Regulators in the manner prescribed by such authorities, having its Representatives attend the
public hearings of such authorities and testify at such hearings, if required, and submitting such
information as may be reasonably available pursuant to the requests by such Insurance
Regulators in connection with any such hearings. Parent shall use its commercially reasonable
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efforts to file Form A statements with OFIR and WIC no later than two Business Days after
receipt of the Company Shareholder Approval. The Company shall reasonably cooperate and
coordinate with Parent in providing all information necessary to complete the Insurance Filings
and in obtaining the approval by the necessary Insurance Regulators of the transactions
contemplated by this Agreement.

(c) Parent, the Purchaser and the Company shall, as promptly as practicable
following receipt of the Company Shareholder Approval, file, or cause to be filed, notification
and report forms under the HSR Act in connection with the transactions contemplated by this
Agreement, and will use their respective commercially reasonable efforts to respond as promptly
as practicable to all inquiries received from the FTC or the Antitrust Division for additional
information or documentation and to cause the waiting periods under the HSR Act to ternilinate
or expire at the earliest possible date. Parent, the Purchaser and the Company shall each furnish
to the other such necessary information and reasonable assistance as the other may request in
connection with its preparation of necessary filings or submissions to any governmental or
regulatory agency, including, without limitation, any filings necessary under the provisions of
the HSR Act.

(d  Subject to the terms and conditions provided in this Agreement and applicable
Law, each of the Company, Parent and the Purchaser shall use its commercially reasonable
efforts to take, or cause to be taken, all other actions and do, or cause to be done, all other things
necessary, proper or appropriate under applicable Laws to complete and make effective the
transactions contemplated by this Agreement, including all applications, notices and forms to be
filed with, and the approvals to be obtained from, any applicable Governmental Authorities
regulating the Company and its subsidiaries with respect to the transactions contemplated by this
Agreement. If any court or Governmental Authority issues an order, decree or ruling or takes
any other action restraining, enjoining or otherwise prohibiting the Merger or any of the other
transactions contemplated by this Agreement, each of the parties to this Agreement shall use its
commercially reasonable efforts to remove or lift such order, decree or ruling.

(e) Notwithstanding anything herein to the contrary, Parent shall not be obligated to
take or refrain from taking or to agree to it, its affiliates or the Company and its subsidiaries
(following the Merger) taking or refraining from any action or to suffer to exist any restriction or
requirement which would, individually or together with all other such actions, restrictions or
requirements, reasonably be expected to result in a material negative effect on the benefits, taken
as a whole, which Parent could otherwise reasonably expect to derive from the consummation of
the transactions contemplated hereby had Parent not been obligated to take or refrain from or to
agree to the taking or refraining from such action or suffer to exist such restriction or
requirement, other than those required by law or customarily imposed by the Insurance
Regulators in the domiciliary states of the Principal Insurers in approving Form A Statements or
similar filings (a "Negative Condition"). For purposes of this Agreement, any keepwell, surplus
maintenance, capital maintenance or similar agreement or contributions of capital requirement
imposed on Parent or its subsidiaries shall be deemed to be a Negative Condition.

-68 -



EXECUTION COPY

® Each of the parties shall notify the other parties and keep them advised as to the
status of all applications to, communications with and proceedings before, Governmental
Authorities in connection with the transactions contemplated by this Agreement.

Section 6.4  Proxy Statement; Shareholders Meeting.

(a) The Company shall prepare a proxy statement relating to the approval by the
shareholders of the Company of this Agreement (the "Proxy Statement"). Parent and the
Purchaser shall assist and cooperate with the Company in the preparation of, and furnish all
information concerning Parent and the Purchaser reasonably requested by the Company to be
included in, the Proxy Statement. The Company shall cause the Proxy Statement to include the
Company Recommendation, except as otherwise permitied by this Section 6.4. The Company
shall cause the Proxy Statement to be mailed to the shareholders of the Company as promptly as
reasonably practicable after the date of this Agreement (but in no event later than June 15, 2009).

()  The Company shall, in accordance with the MBCA and its Organizational
Documents, duly call, give notice of, and following the mailing of the Proxy Statement, convene
and hold a meeting of its shareholders for the purpose of obtaining the Company Shareholder
Approval (the "Shareholders Meeting") as soon as reasonably practicable after the date of this
Agreement, and shall use its commercially reasonable efforts to hold the Shareholders Meeting
not later than July 15, 2009. Subject to this Section 6.4, the Board shall recommend to the
sharcholders of the Company that such shareholders approve this Agreement (the "Company
Recommendation™). Parent shall vote or cause to be voted at the Shareholders Meeting (and any
adjournment thereof) all Shares beneficially owned by Parent or any of its subsidiaries in favor
of the approval of this Agreement. Subject to Section 6.4(c), the Company will use
commercially reasonably efforts to solicit from its shareholders proxies to vote to approve this
Agreement at the Shareholders Meeting,

(¢) Except as expressly set forth in this Section 6.4, the Board shall not withdraw,
amend or modify, or propose to resolve to withdraw, amend or modify in a manner adverse to
Parent, the Company Recommendation. Notwithstanding the foregoing, the Board may
withdraw, amend or modify the Company Recommendation (a "Company Change of
Recommendation") if the Board has concluded in good faith, after consultation with its outside
legal counsel, that the Company Recommendation is no longer consistent with the Board's
fiduciary duties under applicable Law; provided that if such Company Change of
Recommendation is as a result of an Acquisition Transaction Proposal, the Board shall have
concluded in good faith after consultation with its outside legal counsel and the Company
Financial Advisor (or other outside financial advisors) that such Acquisition Transaction
Proposal is a Superior Proposal or is reasonably expected to result in a Superior Proposal by the
Person (or group of Persons) making such Acquisition Transaction Proposal. In the event that,
subsequent to the date of this Agreement and prior to the Shareholders Meeting, there shall have
been a Company Change of Recommendation, unless this Agreement is terminated by the
Company or Parent, as the case may be, pursuant to Article IX, the Company (i) shall
nevertheless submit this Agreement to the shareholders of the Company at the Shareholders
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Meeting for the purpose of voting on the approval of this Agreement and (ii) shall not be
obligated to solicit from its shareholders proxies to vote to approve this Agreement at the
Shareholders Meeting.

(d) No Company Change of Recommendation may be made until (A) at least three
Business Days have elapsed following Parent's receipt of written notice from the Company
advising Parent that the Board currently intends to take such action and the basis therefor,
including all information considered in making such decision and (B) the Company has (during
such three Business Day period) given Parent the opportunity to offer to the Company revisions
to the terms of the transactions contemplated by this Agreement, and the Company and its
Representatives shall have, if requested by Parent, negotiated in good faith with Parent regarding
any revisions to the terms of the transactions contemplated by this Agreement offered by Parent.
In determining whether to make a Company Change of Recommendation in response to an
Acquisition Transaction Proposal or otherwise, the Board shall take into account any changes to
the terms of this Agreement offered by Parent in a written agreement which will become binding
on Parent upon acceptance by the Company and any other information provided by Parent in
response to such notice. Any material amendment to any Acquisition Transaction Proposal will

be deemed to be a new Acquisition Transaction Proposal for purposes of this Section 6.4.

(e) Notwithstanding anything in this Agreement to the contrary, the Compan)q‘ may
adjourn or postpone the Shareholders Meeting (i) to the extent necessary to ensure that any
supplement or amendment to the Proxy Statement, which the Company reasonably determines to
be necessary to allow its shareholders to cast fully-informed votes, is provided to its shareholders
in advance of a vote on approval of this Agreement, or, if as of the time for which the
Shareholders Meeting is originally scheduled (as set forth in the Proxy Statement), there are
insufficient Shares represented (either in person or by proxy) to constitute a quorum necessary to
conduct the business of such Shareholders Meeting or to obtain the Company Shareholder
Approval and (ii) for a period not to exceed five Business Days upon the occurrence of a state of
facts, event, circumstance, change or effect, which the Company determines in good faith could
reasonably be likely to result in a Company Change of Recommendation; provided that the
foregoing shall not affect Parent's right to terminate this Agreement pursuant to Sections 9.2(c)
and (d).

® Without limiting the generality of the foregoing provisions of this Section 6.4,
subject to Section 6.2(d), the Company agrees that its obligations pursuant to this Section 6.4
shall not be affected by (i) the commencement, public proposal, public disclosure or
communication to the Company of an Acquisition Transaction Proposal or (ii) the withdrawal or
modification by the Board of its adoption, approval or recommendation of this Agreement or the

Merger.
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Section 6.5  Access to Information; A.M. Best.

(@)  From the date of this Agreement until the Effective Time, (i) the Company shall

give Parent and its authorized Representatives (including counsel, financial advisors, accountants,

actuaries and auditors) reasonable access, during normal business hours, to all facilities and
operations and to all books and records of the Company and its subsidiaries, shall permit Parent
to make such inspections as it may reasonably request and shall cause its officers and those of its
subsidiaries to as promptly as reasonably possible furnish Parent with such financial and
operating data and other information with respect to its business and properties as Parent may
from time to time reasonably request and (ii) the Company shall, and shall cause each of its
subsidiaries to, as promptly as reasonably possible furnish to Parent (A) a copy of each report or
other document filed with or otherwise provided to or received from a Governmental Authority
or its staff, (B) a copy of each report or other document filed with or otherwise provided to or
received from a rating agency or its staff and (C) all other information concerning its business,
properties and personnel as Parent may reasonably request. All such information shall be held in
confidence in accordance with the terms of the Confidentiality Agreement (the "Confidentiality
Agreement) between Parent and the Company dated October 31, 2008, the terms of which are
incorporated herein and shall survive the termination of this Agreement.

(b)  Notwithstanding anything in this Agreement to the contrary, Parent shall be
entitled to discuss the Merger and the other transactions contemplated by this Agreement,
including the identities of the Company and the Insurance Company Subsidiaries, with the A.M.
Best Company, Inc.

Section 6.6  Public Announcements. Parent, the Purchaser and the Company shall
work in good faith to agree as to the form and content of any initial press release or public
statement with respect to this Agreement or the Merger before issuance; provided, however, to
the extent that the parties do not reach agreement as to the form and content of such press release
or public statement, the Company may issue such a press release or public statement
substantially in the form of Exhibit E. Before issuing any other press release or otherwise
making any public statements with respect to this Agreement or the Merger, Parent, the
Purchaser and the Company shall consult with each other as to its form and substance (including
provndmg the opportunity to review and comment on such release or statement) and shall not
issue any such press release or make any such public statement before such consultation, except
in either case as may be required by Law, if it has used its commercially reasonable efforts to
consult with the other party before issuance.

Section 6.7  Notification of Certain Matters.

(a) Each of the Company and Parent shall give prompt notice to the other party of (i)
the occurrence or non-occurrence of any event the occurrence or non-occurrence of which would
be reasonably likely to cause either (A) any representation or warranty of any party contained in
this Agreement to be untrue or inaccurate in any material respect at any time from the date of this
Agreement to the Effective Time, or (B) any condition set forth in Article VII to be unsatisfied at
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any time from the date of this Agreement to the Effective Time, and (ii) any material failure of
the Company, Parent or the Purchaser, as the case may be, to comply with or satisfy any
covenant, condition or agreement to be complied with or satisfied by it under this Agreement;
provided, however, that the delivery of any notice pursuant to this Section 6.7 shall not limit or
otherwise affect the remedies available under this Agreement to the Company, Parent or the
Purchaser, including without limitation those set forth in Article VIIL

(b)  The Company shall give Parent prompt notice if it or any of the Principal Insurers
receives notification that (i) the A.M. Best Company, Inc. financial strength and claims-paying
ability rating of either of the Principal Insurers has been or will be downgraded below their
respective current ratings or (ii) A.M. Best Company, Inc. has announced that it has placed (A) a
"negative outlook,” "credit watch” or similar adverse designation on either of the Principal
Insurers or (B) under surveillance or review its rating of the financial strength or claims-paying
ability of either of the Principal Insurers.

Section 6.8  Indemnification and Insurance.

(a) From and after the Effective Time, the Surviving Corporation shall indemnify,
defend and hold harmless, each person who is now, or has been at any time before the date of
this Agreement or who becomes before the Effective Time, an officer, director, employee,
trustee, or agent of the Company or any of its subsidiaries (the "Indemnified Parties") against all
losses, claims, damages, expenses (including reasonable legal fees and expenses), liabilities or
judgments or amounts that are paid in settlement with the approval of the indemnifying party
(which approval shall not be unreasonably withheld or delayed) incurred based in whole or in
part on or arising in whole or in part out of actions or omissions or alleged actions or omissions
occurring at or before the Effective Time to the same extent and on the same terms and
conditions (including with respect to advancement of expenses) provided for in the Company's
Organizational Documents and agreements in effect at the date of this Agreement (to the extent
consistent with applicable Law). For a period of six years following the Effective Time, Parent
shall not, and shall cause the Surviving Corporation and its subsidiaries not to, amend the
Organizational Documents of the Surviving Corporation and its subsidiaries in any manner or
take any other action adverse to the indemnification rights of the Indemnified Parties provided
under the Organizational Documents of the Surviving Corporation and its subsidiaries as of the
Effective Time or which would impair the Surviving Corporation's ability to pay and perform its
obligations under such indemnification rights. For the avoidance of doubt, the foregoing shall
not constitute a guarantee, keepwell, surplus maintenance, capital maintenance or similar
agreement. ‘

(b) At the direction of Parent, subject to the consent of the Company, which consent
shall not be unreasonably withheld, either (i) for a period of six years after the Effective Time,
Parent shall maintain in effect, or shall cause the Surviving Corporation to maintain in effect,
without any lapses of coverage, policies of directors' and officers' liability insurance providing at
least the same coverage and amounts and containing terms and conditions which are no less
advantageous to the Company's directors and officers as the insurance coverage maintained by
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the Company as of the date of this Agreement with respect to claims arising in whole or in part
from facts or events which occurred before the Effective Time (the "Continuation Coverage™) or
(i) the Company shall obtain and fully pay for a "tail" insurance policy with a claims period of at
least six years after the Effective Time with the same coverage and amounts, and containing
terms and conditions which are no less advantageous than the Company's current policies with
respect to claims arising in whole or in part from facts or events which occurred before the
Effective Time (the "Tail Coverage"); provided, that the aggregate premium payment for such
Continuation Coverage or Tail Coverage shall not exceed 300% of the annual premiums paid as

of the date of this Agreement by the Company for its current policies of directors' and officers'
liability insurance.

©) The provisions of this Section 6.8 shall survive the completion of the Merger and
are intended to be for the benefit of, and shall be enforceable by, each Indemnified Party, and
their respective heirs, legal representatives, successors and assigns. The rights of each
Indemnified Party under this Section 6.8 shall be in addition to any rights such Indemnified Party
may have under the Organizational Documents of the Company or any of its subsidiaries or
applicable Law.

(d) If the Surviving Corporation or any of its successors or assigns (i) consolidates
with ‘or merges into any other Person and is not the surviving entity of such consolidation or
merger, or (ii) transfers in excess of 50% of its assets to any Person in a single transaction or a
series of related transactions, then in each such case, proper provision shall be made so that the
surviving entity or such Person or Persons assumes or guarantees in full the obligations set forth
in this Section 6.8.

. Section 6.9  Expenses. Except as otherwise provided in this Agreement, Parent, the
Purchaser and the Company shall each bear their respective expenses incurred in connection with
this Agreement and the Merger, including the preparation, execution and performance of this
Agreement, preparation of the Proxy Statement and regulatory filings, proxy solicitation costs
and regulatory fees, and the transactions contemplated by this Agreement, and all fees and
expenses of investment bankers, finders, brokers, agents, representatives, counsel and
accountants. To the extent the Company has not paid any expenses reflected in any Pro Forma
Adjustment before Closing, the Surviving Corporation shall pay such expenses at such time they
become due and payable or, if there is no specified time, promptly after Closing.

- Section 6.10 Retirement Plans. If requested by Parent no later than five Business Days
before the Effective Time, the Company shall terminate the Company's 401(k) Plan (the
"Company 401(k) Plan") immediately before the Effective Time. Subject to Parent's reasonable
satisfaction that the Company 401(k) Plan is tax qualified upon termination, if the Company
401(k) Plan is terminated, as soon as reasonably practicable after the Effective Time, Parent shall
ensure that a qualified retirement plan of Parent or any of its affiliates will accept rollover
contributions from the Company 401(k) Plan on behalf of employees of the Company and its
subsidiaries. As soon as reasonably practicable after receipt of a favorable determination letter
from the IRS with respect to the termination of the Company 401(k) Plan, if necessary (as
determined by Parent in its reasonable discretion), the assets of the Company 401(k) Plan shall

=73 -



EXECUTION COPY

be distributed to the participants or beneficiaries thereof or transferred pursuant to an eligible
rollover distribution as a participant or beneficiary may direct (including a rollover into a
qualified retirement plan of Parent or any of its affiliates).

Section 6.11 Employment Matters.

(a) Parent and the Purchaser acknowledge that the Company has adopted the
severance policy provided in Schedule 6.11(a). For the twelve month period following the
Effective Time, the Surviving Corporation shall fully honor that policy and make all payments to
the employees of the Company (or any successor) and its subsidiaries required by the policy.

(b)  The Company agrees t0 take all reasonable and necessary steps to ensure that
benefit accruals and crediting of vesting service under the Michigan Hospital Association
Insurance Company Supplemental Pension Benefits Plan (or any replacement of such plan) shall
be frozen as of the Effective Time with such additional accruals as are required by the
agreements referred to in Section 6.11(d). Prior to the Closing, the Company shall establish a
nrabbi trust” or such other mutually agreeable arrangement, and deposit funds in such' trust
sufficient to fund all amounts which may become due and payable to the individuals listed in
Schedule 4.26 of the Disclosure Statement under the Michigan Hospital Association Insurance
Company Supplemental Pension Benefits Plan (or any replacement of such plan) according to
the terms of the plan.

(©) Prior to the Closing, the Company shall establish a "rabbi trust" or such other
mutually agreeable arrangement, and deposit funds in such trust sufficient to fund all amounts
which may become due and payable to the individuals listed in Schedule 4.27 of the Disclosure
Statement under the Company's Plan for Deferring the Payment of Directors Fees according to
the terms of that plan and the elections of each of the applicable participants in that plan.

(d) Prior to the Closing, the Company shall establish a "rabbi trust” or such other
mutually agreeable arrangement, and deposit funds in such trust sufficient to fund all severance
obligations which may become payable to Mr. Dickinson, Mr. Helgren and Ms. Schmitt under (i)
Section 6 of their respective executive employment agreements in effect as of the date of this
Agreement, or (ii) in the event Mr. Dickinson, Mr. Helgren or Ms. Schmitt enter into amended
and restated executive employment agreements prior to the Closing, the terms of such amended
and restated executive employment agreements. Parent and the Purchaser acknowledge and
agree that to the extent that Mr. Dickinson, Mr. Helgren or Ms. Schmitt do not enter into
amended and restated executive employment agreements with the Company prior to the
Effective Time, the Merger will result in a material diminishment of such executive officers’
respective status, authority and responsibility, and that such diminishment will constitute "good
reason” as defined in their respective executive employment agreements in effect as of the date
of this Agreement. :
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(e) Prior to the Closing, the Company shall purchase an annuity to cover the
founder's stipend to which Mr. Sammet is entitled pursuant to resolution of the Board.

Section 6.12  Books and Records. Parent will maintain separate books and records and
separate actuarial reports for each Insurance Company Subsidiary which are sufficient to
accurately calculate the Contingent Consideration pursuant to Section 2.5 and to provide
documentation and evidence sufficient to reliably test and prove such calculation until Parent's

and the Surviving Corporation's obligations under this Agreement with respect to the Contingent
Consideration are satisfied or otherwise expire.

Section 6.13  Organization, Funding and Authority of Holders Agent.

(a) Before the Closing and after incorporation of the Holders Agent, the Company
shall make a capital contribution to the Holders Agent of Three Million Dollars (83,000,000) (the
"Holders Agent Capital Contribution").

(b)  Contemporaneous with the Closing, the Company shall declare a dividend to each
record holder of Shares as of the Effective Time of that number of shares of common stock of the
Holders Agent ("Holders Agent Shares") equal to the number of Shares held by the holder at the
Effective Time. The dividend shall be payable and distributed to each holder if and when the
holder has executed and delivered an Acceptance of Shares.

(c) Immediately before cancellation in accordance with Section 2.3(a), the Company
shall make a compensatory award to each holder of Options of a number of Holders Agent
Shares equal to the number of Shares which are subject to each Option held by the holder. The
Company shall require each such holder to execute and deliver an Acceptance of Shares.

(d)  Immediately before cancellation in accordance with Section 2.3(b), the Company
shall make a compensatory award to each holder of Restricted Shares of a number of Holders
Agent Shares equal to the number of Restricted Shares held by the holder. The Company shall
require each such holder to execute and deliver an Acceptance of Shares.

(e) Notwithstanding Treasury Regulation Section 1.1502-76(b)(1)(ii)(B), any actions
or payments specified in this Section 6.13 that occur on the Closing Date shall be treated as
occurring on the Closing Date for U.S. federal income tax purposes.

® Notwithstanding anything in this Agreement to the contrary, the Holders Agent
shall be entitled to enforce, on behalf of the Holders, the provisions of Sections 2.4, 2.5, 2.6, 2.7,
3.1, 3.2, 3.3 and Article VIII.

 Section 6.14  Company Financial Advisor Fees. Parent and the Purchaser acknowledge
and agree that the 0.97% deduction from the calculation of the Per Share Adjustment Amount, if
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any (pursuant to Section 2.1), and the Deferred Payment Per Share, if any (pursuant to Section
2.7), contemplates the payment by the Surviving Corporation of the fees owed to the Company
Financial Advisor on such amounts, if any, at this rate. The Surviving Corporation shall pay
such fees owed to the Company Financial Advisor promptly after deposit with the Paying Agent
for payment to holders of the Per Share Adjustment Amount, if any, and the Deferred Payment
Per Share, if any. |

Section 6.15 Treatment of Reserves.

(a) For purposes of calculating the Estimated Closing Net Book Value, the net Loss
(as defined by Applicable SAP) and the net Loss Adjustment Expenses (as defined by Applicable
SAP) ("Net Loss and LAE") incurred by the Principal Insurers in the period from January 1,
2009 through the anticipated Closing Date for all accident years (or portions thereof) on or
before the anticipated Closing Date shall be equal to 75% of the estimated net premiums earned
in the period from January 1, 2009 through the anticipated Closing Date determined in
accordance with GAAP applied consistently with its application in the Company's audited
consolidated statements of income for the year ended December 31, 2008.

(b)  For purposes of calculating the Closing Net Book Value, the Net Loss and LAE
incurred by the Principal Insurers in the period from January 1, 2009 through the Closing Date
for all accident years (or portions thereof) on or before the Closing Date shall be equal to 75% of
the actual net premiums earned in the period from January 1, 2009 through the Closing Date
determined in accordance with GAAP applied consistently with its application in the Company's
audited consolidated statements of income for the year ended December 31, 2008.

(©) Notwithstanding the foregoing, for purposes of the base numbers designated as
"A" and "D" in the Contingent Consideration Formula, nothing in this Section 6.15 will impact
the Net Loss and LAE for all accident calendar years ending on or before December 31, 2008.

Section 6.16 Bank Accounts. Not later than ten days prior to the Closing, the Company
shall prepare and deliver to Parent a true and correct list of bank accounts and investment
accounts of the Company and its subsidiaries, including the name of each bank or other
institution, account numbers, a list of the signatories to such accounts and the names of all
persons holding a power of attorney with respect to such accounts.

Section 6.17 Title Insurance Policy. On or prior to the Closing Date, the Company
shall either (a) arrange to have the title insurance policy delivered to Parent pursuant to Section
1.6(a)(iv) include endorsements reasonably requested by Parent, including, but not limited to,
insurance for any encroachments described in Schedule 4.15(a) of the Disclosure Statement or (b)
take all actions necessary to resolve the encroachments described in Schedule 4.15(a) of the
Disclosure Statement to Parent's reasonable satisfaction. To the extent the Company does not
take the actions required by this Section 6.17 prior to the Closing Date, Parent shall be entitled to
take any action it deems necessary in its commercially reasonable discretion to resolve the
encroachments described in Schedule 4.15(a) of the Disclosure Statement, the cost of which shall
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be deemed a Loss for which Parent will be entitled to a setoff against the Contingent
Consideration pursuant to Section 8.2(a)(ii). Any breach of this Section 6.17 shall not be
deemed to be a failure of the condition set forth in Section 7.2(b).

ARTICLE VII

CONDITIONS TO THE OBLIGATIONS OF PARENT, THE PURCHASER AND THE
COMPANY

~ Section7.1  Conditions to Obligation of Each Party to_Complete the Merger. The
respective obligations of each party to complete the Merger are subject to the satisfaction or, to

the extent permitted by applicable Law, waiver at or before the Effective Time of the following
conditions:

(a) The Company Shareholder Approval approving this Agreement shall have been
obtained.

(b) The waiting period applicable to the consummation of the Merger (and any
extension thereof) under the HSR Act shall have expired or terminated early.

- (©) No temporary restraining order, preliminary or permanent injunction or other
order, or other legal restraint or prohibition issued by any court of competent jurisdiction in the
United States preventing the completion of the Merger shall be in effect, nor shall any
proceeding brought by any administrative agency or commission or other Governmental
Authority in the United States seeking any of the foregoing be pending; and there shall not be
any action taken, or any statute, rule, regulation or order enacted, entered, enforced or deemed
applicable to the Merger, which makes the completion of the Merger illegal.

Section 7.2 Additional Conditions to Obligations of Parent and the Purchaser. The
obligations of Parent and the Purchaser to complete the Merger are also subject satisfaction or, to
the extent permitted by applicable Law, waiver at or before the Effective Time of the following
conditions:

(a) The representations and warranties of the Company contained in Section 4.1
(Organization), Section 4.2 (Capitalization), Section 4.3 (Authority), Section 4.24 (Michigan
Acts) :fmd Section 4.28 (Rights Plan) shall be true and correct in all respects, in each case, as of
the date of this Agreement and at and as of the Effective Time with the same force and effect as
if made at and as of the Effective Time (except for those representations and warranties which
address matters only as of a particular date, which shall have been true and correct as of such
date). The representations and warranties of the Company contained in this Agreement (other
than those listed in the preceding sentence) shall be true and correct (without giving effect to any
"materiality" or "Company Material Adverse Effect" qualifiers set forth therein) as of the date of

this Agreement and at and as of the Effective Time with the same force and effect as if made at
|
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and as of the Effective Time (except for those representations and warranties which address
matters only as of a particular date, which shall have been true and correct as of such date),
except where the failure of such representations and warranties to be true and correct (without
giving effect to any "materiality” or "Company Material Adverse Effect” qualifiers set forth
therein) has not had and would not reasonably be expected to have a Company Material Adverse
Effect. Parent and the Purchaser shall have received a certificate to such effect signed on behalf
of the Company by the President, Chief Financial Officer and Chief Operating Officer of the
Company as to the satisfaction of this Section 7.2(a).

(b)  The Company shall have performed or complied in all material respects with all
agreements and covenants required by this Agreement to be performed or complied with by it at
or before the Effective Time, and Parent and the Purchaser shall have received a certificate
signed on behalf of the Company by the President, Chief Financial Officer and Chief Operating
Officer as to the satisfaction of this Section 7.2(b).

(©) All consents, approvals, Orders, authorizations, notifications, registrations,
declarations and filings listed or described on Schedule 4.4(b)(ii) of the Disclosure Statement and
Schedule 5.3(b) of the Parent Disclosure Statement shall have been made or obtained and shall
remain in full force and effect without any Negative Condition imposed.

(d) The Company shall have obtained and provided to Parent and the Purchaser
copies of evidence with respect to the consents and approvals set forth on Schedule 4.4(a) of the
Disclosure Statement, the terms of which consents shall be reasonably satisfactory to Parent and
the Purchaser.

©) There must not have occurred after the date of this Agreement any development
or developments with relation to the Company or its subsidiaries that has had, or would,
individually or in the aggregate, reasonably be expected to have a Company Material Adverse
Effect.

® Parent and the Purchaser shall have received from the Company an executed
certificate in a form reasonably satisfactory to Parent and the Purchaser, certifying, pursuant to
Treasury Regulations § 1.897-2(h) and 1.1445-2(c)(3), that the stock of the Company is not a
U.S. real property interest.

(g To the extent that a consent is deemed required under any Company Lease, the
Company shall, at its sole cost and expense, have delivered to Purchaser a written consent with

respect to such Company Lease in connection with the transactions contemplated in this
Agreement.
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Section 7.3  Additional Conditions to Obligations of the Company. The obligation of
the Company to complete the Merger is also subject satisfaction or, to the extent permitted by
applicable Law, waiver at or before the Effective Time of the following conditions:

(@)  The representations and warranties of Parent and the Purchaser contained in
Section 3.1 (Organization) and Section 5.2 (Authority) shall be true and correct in all respects, in
each case, as of the date of this Agreement and at and as of the Effective Time with the same
force and effect as if made at and as of the Effective Time (except for those representations and
warranties which address matters only as of a particular date, which shall have been true and
correct as of such date). The representations and warranties of Parent and the Purchaser
contained in this Agreement (other than those listed in the preceding sentence) shall be true and
correct (without giving effect to any "materiality” or "Parent Material Adverse Effect" qualifiers
set forth therein) at and as of the date of this Agreement and as of the Effective Time with. the
same force and effect as if made at and as of the Effective Time (except for those representations
and warranties which address matters only as of a particular date, which shall have been true and
correct as of such date), except where the failure of such representations and warranties to be
true and correct (without giving effect to any “materiality" or "Parent Material Adverse Effect"
qualifiers set forth therein) has not had and would not reasonably be expected to have a Parent
Material Adverse Effect. The Company shall have received a certificate signed on behalf of
Parent by the President and Chief F inancial Officer of Parent as to the satisfaction of this Section

7.3(a);.

(b Parent and the Purchaser shall have performed or complied in all material respects
with all agreements and covenants required by this Agreement to be performed or complied with
by them on or prior to the Effective Time, and the Company shall have received a certificate
signed on behalf of Parent by the Chief Financial Officer and the Secretary of Parent as to the
satisfa}tction of this Section 7.3(b). -

© All consents, approvals, Orders, authorizations, notifications, registrations,
declarations and filings listed or described on Schedule 4.4(b)(ii) of the Disclosure Statement and
Schedule 5.3(b) of the Parent Disclosure Statement shall have been made or obtained and shall
remain in full force and effect.

ARTICLE VIII

SURVIVAL AND RECOVERY

'Section 8.1  Survival,

'(a)  None of the representations, warranties, covenants or other agreements in this
Agreement of Parent or Purchaser, including any rights arising out of any breach of such
representations, warranties, covenants and other agreements, shall survive the Effective Time
except: (i) all covenants and agreements contained in Article X or that by their terms apply or are
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to be performed in whole or in part after the Closing Date; (ii) the representations and warranties
of Parent and the Purchaser contained in Sections 5.1 (Organization) and 5.2 (Authority) shall
survive until the Recovery Cut-Off Date; and (iii) the representations and warranties of Parent
and the Purchaser contained in Section 5.4 (Financing) shall survive until the later of (x) the date
the Deferred Payment Fund is deposited with the Paying Agent and (y) the date the Deferred
Payment Per Share is paid to holders of Holders Agent Shares received in connection with
Options and Restricted Shares, in each case pursuant to Section 3.3. !

(b) The representations and warranties of the Company contained in this Agreement
shall survive the Effective Time for the periods set forth in this Section 8.1(b). All df the
representations and warranties of the Company contained in this Agreement and all claims and
causes of action with respect thereto shall terminate on the date that is 14 months after the
Closing Date, except that the representations and warranties contained in (i) Sections 4.1
(Organization), 4.2 (Capitalization) and 4.3 (Authority) shall survive until the Recovery Cut-Off
Date and (ii) Sections 4.11 (Taxes), 4.13 (Employee Benefit Plans), 4.16 (Environmental
Matters), 4.24 (Michigan Acts), 4.25 (Broker's Fees), 4.26 (Supplemental Pension Benefits Plan),
4,27 (Directors Deferred Compensation Plan) and 4.28 (Rights Plan) shall survive until the
earlier of 90 days from the expiration of the applicable statute of limitations taking into ac;count
any extensions or waivers thereto and the Recovery Cut-Off Date. If notice of any claims

against the Contingent Consideration under Sections 8.2 or 8.3 shall have been given pursulant to

Section 8.4 within the applicable survival period, the representations and warranties that a}re the
subject of such recovery claim shall survive with respect to such claim until such claim is finally

resolved.

(©) Sections 8.2 and 8.3 shall survive until the Deferred Payment Calculation Date.

) (d) The Holders Agent shall serve as agent for the Holders for purposes of this Article
VIIIL

Section 8.2  Recovery by Parent and the Purchaser.

(a) Except with respect to Taxes (which shall be governed exclusively by Sections
8.2(c) and 8.3), subject to Section 8.2(b), Parent shall, from and after the Effective Time, be
contitled to deduct from the Contingent Consideration the amounts of any Losses imposed on,
sustained, incurred or suffered by or asserted against each of Parent and the Purchaser, their
respective affiliates (including following the Effective Time, the Surviving Corporation) and, if
applicable, their respective directors, officers, shareholders, partners, agents, employees,
successors and assigns (collectively, the "Parent Covered Parties"), to the extent arising from or
based on (i) any breach of any representation or warranty made by the Company contained in
this Agreement or in any certificate delivered pursuant to Section 7.2, (ii) any breach or non-
performance of any covenant or agreement of the Company contained in this Agreement that was
to be performed prior to the Closing Date or (iii) any amounts required to be paid by the
Surviving Corporation or its subsidiaries after the Effective Time to the Company Financial
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Advisor pursuant to any agreement entered into or obligation incurred by the Company before
the Effective Time other than as described in Section 6.14.

"~ (b) Except with respect to Taxes (which shall be governed exclusively by Sections
8.2(c) and 8.3), Parent shall only be entitled to deduct from the Contingent Consideration
amounts for any Losses arising under Section 8.2(a)(i) when and to the extent the aggregate
amount of such Losses exceeds an aggregate amount equal to $2,000,000 (the "Threshold
Amount"), and then only in the amount in excess of the Threshold Amount up to an aggregate
maximum amount equal to the Contingent Consideration, if any, calculated pursuant to Section
2.5; provided, however, that no deduction for Losses may be made against the Contingent
Consideration, if any, by Parent with respect to any matter to the extent such matter and amount
were reflected in the Closing Balance Sheet or the calculation of the Closing Net Book Value
pursuant to Section 2.4, or the matter was within the subject matter of any reserve, provision, or
allowjance on the Closing Balance Sheet, up to the amount of such reserve, provision, or
allowance; provided, further, however, that in respect of Losses from any similar or related facts,
events or circumstances arising under Section 8.2(a)(i) in an amount equal to or less than
$100,000, the defense of which the Holders Agent does not elect to assume, Parent shall only be
entitled to deduct from the Contingent Consideration amounts described in clauses (i) and (ii) of
the definition of Losses and shall not be entitled to deduct from the Contingent Consideration

amoujnts described in clause (iii) of the definition of Losses.

' (c) For purposes of this Article VIIT and for purposes of determining whether Parent
is entitled to deduct any amount from the Contingent Consideration pursuant to Sections 8.2(a)
and 8!3(a), any breach of any representation or warranty made by the Company contained in this
Agreement or in any certificate delivered pursuant to Section 7.2 shall be determined without
regard to any materiality qualifications set forth in such representation or warranty or in any
certificate delivered pursuant to Section 7.2, and all references to the terms "material",
"materially”, "materiality" or any similar terms shall be ignored for purposes of determining
whether such representation or warranty was true and correct when made; provided, however,
notwithstanding the foregoing, that the materiality qualifications in the following sections shall
not be disregarded or ignored: Sections 4.6(a), 4.6(b). 4.14, 4.17(a) and 4.21(a). For purposes of
this Article VIII, "Losses" shall mean (i) any actual damages, losses, liabilities, judgments,
settlements, fines or penalties actually paid or incurred, (ii) any loss of profits of the Surviving
Corpération after the Effective Time if and to the extent such loss of profits (x) was directly and
proximately caused by the breach or nonperformance and (y) was reasonably foreseeable by the
Comp;any as of the Effective Time, and (iii) any reasonable costs and expenses (including,
reasox?able attorneys' fees and disbursements) relating to the breach or nonperformance.

Section8.3  Tax Recovery.

| (a) From and after the Closing, Parent and the Purchaser shall be entitled to deduct
from the Contingent Consideration amounts for: (i) any Taxes of, owed or payable by the
Company or any of its subsidiaries of or relating to any taxable period ending on or before the
Closing Date, (ii) any liability of or payment by the Company or any of its subsidiaries for Taxes
(as a tesult of Treasury Regulation Section 1.1502-6 or any comparable Law) of any person that
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at any time prior to the Closing is or has ever been affiliated with the Company or any of its
subsidiaries or has been a transferee or successor under any Tax allocation, sharing or
assumption agreement with respect to such period, (iii) with respect to any Tax period beginning
on or before the Closing Date and ending after the Closing Date, Taxes of, owed or payable by
the Company and any of its subsidiaries with respect to the portion of such period that ends on
the Closing Date, and (iv) any Losses or Taxes arising out of or resulting from any breach of any
representation or warranty under Section 4.11; provided, however, that Purchaser shall not be .
entitled to a deduction from the Contingent Consideration for any Taxes pursuant to this Section
8.3 to the extent such Taxes were reflected in the Closing Balance Sheet or the calculation of the
Closing Net Book Value pursuant to Section 2.4, or such Taxes were within the subject matter of
any reserve, provision, or allowance on the Closing Balance Sheet, up to the amount of such
reserve, provision, or allowance. ‘

(b)  Parent, the Surviving Corporation and any of their subsidiaries shall be entitfpd to
amend any Tax Return of the Company and any of its subsidiaries for any period ended on or
before the Closing Date. To the extent reasonably practicable, Parent or the Surviving
Corporation shall deliver such amended Tax Return to the Holders Agent at least fiftee (15)
days prior to filing such amended Tax Return, and shall reasonably consider comments from the
Holders Agent regarding such amended Tax Return. If such amended Tax Return results in a
deduction from the Contingent Consideration under Section 8.3(a), Parent shall deliver to
Holders Agent a Claim Notice (a "Tax Claim") in the manner provided in Section 8.4(a)
accompanied by a copy of the amended Tax Return and such supporting detail and
documentation as shall permit Holders Agent to evaluate the Tax Claim. If Holders Agent gives
written notice of its disagreement with the Tax Claim within 60 days after delivery of a Tax
Claim, the Tax Claim will be deemed to be included as part of the Offset Adjustment Statement
delivered by Parent pursuant to Section 2.6 and the notice of Holders Agent shall be a "Tax
Offset Adjustment Notice of Disagreement” deemed subject to Section 2.6 and the disagreement
over the Tax Claim shall be resolved as provided in Section 2.6. Except for filing Tax Returns
when and as due, Purchaser and the Surviving Corporation shall not take any action if the
primary intent of such action is to cause the initiation of an audit or examination by any Taxing
Authority of Tax Returns for periods ending on or before the Closing Date. \

|
Section 8.4  Claims.

(a)  Parent shall not be entitled to deduct amounts for any Losses or Taxes from the
Contingent Consideration unless it has delivered to the Holders Agent, on behalf of the Holders,
a written claim notice relating to such Losses or Taxes (a "Claim Notice"). The Claim Notice
shall be given promptly after the Parent Covered Party becomes aware of the facts indicating that
a claim for recovery may be warranted and shall state in reasonable detail (to the extent known)
the nature of the claim. The failure of any Parent Covered Party to give a Claim Notice promptly
shall not preclude Parent from exercising its rights under this Article VIII, except to the extent
that the Holders Agent, on behalf of the Holders, is actually prejudiced by the failure to give
such Claim Notice. :
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(b)  If a Claim Notice relates to a claim, action, suit, proceeding or demand asserted
by a Person who is not a party (or a successor to a party) to this Agreement (a "Third Party
Claim") and solely relates to monetary damages, the Holders Agent, upon acknowledging in
writing Parent's right to a setoff against the Contingent Consideration for such Third Party Claim
if such Third Party Claim results in a Loss, may, through counsel of its own choosing and
reasonably satisfactory to the Parent Covered Party, assume the defense and investigation of such
Third Party Claim, if the Holders Agent's assumption of such claim will not have a material
adverse effect on the Parent Covered Party; provided, however, that any Parent Covered Party
shall be (i) entitled to participate in any such defense with counsel of its own choice at its own
expense and (ii) entitled to participate in any such defense with counsel of its own choice at the
expense of the Holders (such costs and expenses to be covered by the recovery provided for in
this Article VIII) if representation of both parties by the same counsel creates a conflict of
interest under applicable standards of professional conduct for attorneys. If the Holders Agent
elects to assume the defense -and investigation of such Third Party Claim, it shall notify the
Parent Covered Party in writing of its assumption of the defense and investigation of such Third
Partyl Claim. If the Holders Agent fails to take reasonable steps necessary to defend diligently
the action or proceeding after notifying the Parent Covered Party of its assumption of the defense
and investigation of such Third Party Claim, the Parent Covered Party may assume such defense,
and the reasonable and documented fees and expenses of its attorneys will be Losses covered by
this Article VIII. If the Holders Agent notifies the Parent Covered Party that it desires to assume
the dc?fense and investigation of such Third Party Claim, it shall use its commercially reasonable
efforts to defend and protect the interests of the Parent Covered Party with respect to such Third
Party Claim.

(c) The Holders Agent shall not (i) be entitled to control, but may participate in, and
the Parent Covered Party shall be entitled to have control over, the defense or settlement of any
Third Party Claim (A) that seeks a temporary restraining order, a preliminary or permanent
injunction or specific performance against the Parent Covered Party, (B) to the extent such Third
Party Claim involves criminal allegations against the Parent Covered Party or any of its directors
or officers, (C) that if unsuccessful, would set a precedent that would have a material adverse
effect on the business or financial condition of the Parent Covered Party, (D) if such Third Party
Claim would impose liability on the part of the Parent Covered Party for which Parent is not
entitled to make a claim against the Contingent Consideration for the predominant amount of
Losses associated with such Third Party Claim pursuant to this Article VIII or (E) if such Third
Party Claim involves any (1) policyholder of the Parent Covered Party or any of its subsidiaries
or affiliates, (2) such Third Party Claim is brought in connection with an Insurance Contract, and
3) thé Parent Covered Party determines, in its reasonable discretion, that the manner in which
the défense of such Third Party Claim is conducted could have a material adverse effect on the
relationship between such policyholder and the Parent Covered Party or any of its subsidiaries or
affiliates or (ii) without the prior written consent of the Parent Covered Party, settle or
compromise any pending or threatened Third Party Claim in respect of which recovery may be
sought hereunder (whether or not the Parent Covered Party is an actual or potential party to such
action or claim) or consent to the entry of any judgment (A) which does not, to the extent that a
Parent Covered Party may have any liability with respect to such action or claim for which
Parent is entitled to a deduction from the Contingent Consideration hereunder, include as an
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unconditional term thereof the delivery by the claimant or plaintiff to the Parent Covered Party
of a written release from all liability in respect of such Third Party Claim, (B) which imposes any
liabilities or obligations on the Parent Covered Party, (C) with respect to any non-monetary
provisions of such settlement, could, in the Parent Covered Party's reasonable judgment, have a
material adverse effect on the business or condition (financial or otherwise), results of operations,
operations, assets, properties or liabilities of the Parent Covered Party, (D) which includes any
statement as to or an admission of fault, culpability or a failure to act, by or on behalf of any
Parent Covered Party or any of its directors or officers or (E) which in any manner involves any
injunctive relief against the Parent Covered Party with respect to such action or claim. The
Parent Covered Party and the Holders Agent shall make reasonably available to each other and
their respective agents and representatives all relevant business records and other documents
available to them that are necessary or appropriate for the defense of any Third Party Claim,
subject to any bona fide claims of attorney-client privilege, and the Parent Covered Party shall
use its reasonable efforts to assist, and to cause its employees and counsel to assist, in the
defense of such Third Party Claim. Parent shall be entitied to make a claim against the
Contingent Consideration for any reasonable and documented out-of-pocket costs and expenses
incurred in connection with providing assistance in the defense of a Third Party Claim pursuant
to the foregoing sentence. In the event that the Holders Agent is prohibited from controlling the
defense of a Third Party Claim pursuant to clause (i) of the first sentence of this Section_8.4(c),
Parent shall still be entitled to exercise its rights under this Article VIIL. |

Section 8.5  Contingent Consideration and Claims Against Contingent Consideration.
Any payments of the Contingent Consideration made pursuant to Article II and any deductions
from the Contingent Consideration pursuant to Article II and this Article VIII shall be treated as
an adjustment to the aggregate purchase price for all Tax purposes.

Section 8.6  Determination of Recoverable Losses.

(a) Any amounts deducted from the Contingent Consideration by Parent pursuant to
this Article VIII shall be determined without duplication of recovery by reason of the s#ate of
facts giving rise to such liability constituting a breach of more than one representation or
agreement. To the extent that recovery from another Person (including any insurer) is available
to any Parent Covered Party to compensate for any item for which an offset against Contingent
Consideration may be sought hereunder, such Parent Covered Party shall take, at the Holders
Agent's request, actions as the Holders Agent may reasonably request to recover the amount of
its claim as may be available from such other Person; provided that Parent's ability to seek an
offset against the Contingent Consideration shall in no way be conditioned on the foregoing. To
the extent there is an offset against the Contingent Consideration based on any claim referred to
in the previous sentence, the applicable Parent Covered Party will assign to the Holders Agent, to
the fullest extent allowable, its rights and causes of action with respect to such claim against
other Persons or in the event assignment is not permissible, the Holders Agent will be allowed to
pursue such claim in the name of the applicable Parent Covered Party; provided, however, the
foregoing shall not require a Parent Covered Party to assign its right under any claim against a
policyholder of the Insurance Company Subsidiaries. Any recoveries for the Holders' accounts
as a result of any such action prior to the Recovery Cut-Off Date shall be added back to the
Contingent Consideration to offset any deductions previously made. Parent Covered Parties will
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provide reasonable assistance to the Holders Agent in prosecuting any such claim (excluding
claims against any policyholder of the Insurance Company Subsidiaries), including making their
books and records relating to such claim available to the Holders Agent and its Representatives
and making their respective employees available for interviews, testimony and similar assistance.
If any Parent Covered Party recovers from a third party any part of a claim that has previously
been offset against the Contingent Consideration and the Deferred Payment has not been paid,
such Parent Covered Party will promptly add back such amount to the Contingent Consideration.
In the event of any breach giving rise to a potential offset against the Contingent Consideration,
any Parent Covered Party shall take, at the Holders Agent's request, actions as the Holders A gent
may;reasonably request to mitigate the Losses arising from the breach (including taking all
reasonable steps to prevent any contingent liability from becoming an actual liability); provided
that Parent's ability to seek an offset against the Contingent Consideration shall in no way be
conditioned on the foregoing.

(b) Except with respect to offsets based on Third Party Claims and without limiting
clause (ii) of the definition of Losses, subject to Section 8.2(c), Parent shall not be entitled to
offset against the Contingent Consideration on account of any consequential, incidental or
indirect damages or losses, including business interruption, loss of use of facilities, or loss of
goodwill, and no "multiple of profits" or other similar damage calculation methodology will be
applied in calculating any Loss that may be claimed under this Article VIII. Parent will not have
the right to offset against the Contingent Consideration with respect to any Loss or part of a Loss
that would not have arisen but for the disclosure by any Parent Covered Party to any Person of
facts| giving rise to such Loss afer the Closing Date, other than disclosures required by
applicable Laws or communications with Governmental Authorities, including without limitation
Insurance Regulators, in good faith for the purpose of compliance with applicable Laws or to
address any failure by the Company or its subsidiaries to comply with applicable Laws.

44

(c) Any Losses or Taxes offset against the Contingent Consideration will be (i)
reduced by any Tax Benefit to the Parent Covered Parties, and (ii) increased to take account of
any and all Tax Costs incurred by the Parent Covered Parties, arising out of or resulting from the
recovery from the Contingent Consideration hereunder. For purposes of this paragraph, (i) "Tax
Benefit" shall mean the amount by which the Tax liability of the Parent Covered Parties is
reduced on an actually realized basis (through a reduction in current cash tax liability), and (ii)
"Tax (Cost" shall mean the amount by which the Tax liability of the Parent Covered Parties is
increased on an actually realized basis (through an increase in current cash tax liability).

|

- Section8.7  Recovery of Losses and Taxes. Notwithstanding anything else in this
Agreement to the contrary, the sole and exclusive remedy for any claim for Losses or Taxes by a
Parent Covered Party shall be limited to recourse against the amount of the Contingent
Consideration, if any, as provided in this Agreement.

Section 8.8  Exclusive Remedy. The recovery provisions in this Article VIII shall be,
in the absence of willful misconduct, intentional breach or fraud, the sole and exclusive remedy
for any inaccuracy in or breach of any representation or warranty of the Company contained in
this Agreement and for any failure of the Company to perform and comply with any covenant or
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agreement contained in this Agreement. Notwithstanding the foregoing, the provisions of this
Article VIII shall not be applicable to Section 2.4.

Section 8.9  Right to Recovery. The rights of Parent under this Article VIII shall not
be affected by any investigation conducted, or any knowledge acquired (or capable of being
acquired) at any time, whether before or afier the execution and delivery of this Agreement or
the Closing Date, including with respect to any information provided under Section 6.7, with
respect to the accuracy or inaccuracy of or compliance with, any of the representations,
warranties, covenants, obligations or agreements set forth in this Agreement or in the certificates
delivered at the Closing pursuant to Article VII. The waiver of any condition in Sectioh 7.2
based on the accuracy of any representation or warranty set forth in this Agreement, or on the
performance of or compliance with any covenant, obligation or agreement set forth in this
Agreement, shall not affect the right to a deduction from the Contingent Consideration pursuant
to this Article VIII or other remedy based on such representations, warranties, covenants,
obligations and other agreements.

Section 8.10 Effectiveness. This Article VIII shall become effective immed'}ately
following the Closing.

ARTICLE IX

TERMINATION AND ABANDONMENT 1
!

Section9.1  Termination. This Agreement may be terminated, and the Merger and
other transactions contemplated by this Agreement may be abandoned, notwithstanding approval
thereof by the sharcholders of the Company, at any time before the Effective Time:

(@ by mutual written consent of Parent and the Company;

\
(b) by either Parent or the Company if the Effective Time has not occurred|on or

before November 30, 2009 (the "Outside Date"); provided, however, that (i) the Outside Date
may be extended by mutual written consent of Parent and the Company or (ii) if on the Outside
Date, any of the conditions to Closing set forth in Sections 7.1(b), 7.2(c) or 7.3(c) shall not have
been satisfied but all other conditions to Closing set forth in Article VII shall be satisfied or
capable of being satisfied, then the Outside Date shall be extended to December 31, 2009 if
Parent or the Company notifies the other in writing on or prior to the Outside Date of its election
10 extend the Outside Date; provided, further, that the right to extend the Outside Date pursuant
to clause (ii) or terminate this Agreement pursuant to this Section 9.1(b) shall not, in each case,
be available to any party whose failure to perform any of its obligations under this Agreement
required to be performed by it at or prior to such date has been the principal cause of, or resulted
in, the failure of the Merger to have become effective on the Outside Date;

©) by either Parent or the Company if the shareholders of the Company fail to
approve this Agreement and the Merger at a duly held Shareholders Meeting (including any
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(d) by either Parent or the Company if (i) any of OFIR, WIC, or any other applicable
Insurance Regulator or Governmental Authority has not provided the approval that is legally
required to complete the Merger and the denial of such approval is final and nonappealable; (ii) a
statute, rule, regulation or executive order shall have been enacted, entered or promulgated
prohibiting the consummation of the Merger or (iii) any court of competent jurisdiction in the
United States or other applicable Governmental Authority in the United States has issued an
ordcq (other than a temporary restraining order), decree or ruling or taken any other action
restraining, enjoining or otherwise prohibiting the Merger, and such order, decree, ruling or other
action is final and nonappealable; provided that the party seeking to terminate this Agreement
has used its commercially reasonable efforts in accordance with Section 6.3 to obtain such
approval or reverse, remove or lift such denial, order, decree, ruling or other action.

| Section9.2  Termination by Parent. This Agreement may be terminated by Parent at
any time before the Effective Time, if (a) the Company has breached in any material respect any
of its'representations and warranties contained in this Agreement so that the closing conditions
set forth in Section 7.2(a) cannot be satisfied, except for any breach that is capable of being and
is cured (other than by mere disclosure of the breach) within 30 days after written notice from
Parent to the Company of such breach; (b) the Company has breached or failed to perform in any
material respect any of its covenants or other agreements made in this Agreement, except for any
breacﬂl or failure to perform that is capable of being and is cured within 30 days after written
notice from Parent to the Company of such breach or failure to perform; (c) (i) the Company
fails to include the Company Recommendation in the Proxy Statement, (ii) the Board fails to
provide the Company Recommendation to the shareholders of the Company or (iii) the Board (or
any committee thereof) shall have effected a Company Change of Recommendation or resolved
to the foregoing; (d) the Board shall have recommended to the shareholders of the Company any
Acquisition Transaction Proposal or resolved to do the foregoing; (e) any court of competent
jurisdiction in the United States or other Governmental Authority in the United States shall have
issuedi a judgment, decree or order that is final and nonappealable and in the reasonable judgment
of Parent (i) has the effect of prohibiting the Merger, or (ii) individually or in the aggregate has
had OH is reasonably expected to result in a Negative Condition; (f) the Estimated Closing Net
Book Value, as calculated by the Company pursuant to Section 2.4, is an amount less than the
Floor Amount; or (g) after the date of this Agreement (1) the A.M. Best Company, Inc. financial
strength and claims paying ability rating of either of the Principal Insurers has been, or it has
been announced by A.M. Best Company, Inc. that it will be, downgraded below their respective
current rating or (2) A.M. Best Company, Inc. has announced that it has placed a "negative
outlook," "credit watch" or similar adverse designation on either of the Principal Insurers.

Section 9.3  Termination by the Company. This Agreement may be terminated by the

Company at any time before the Effective Time, if (a) either Parent or the Purchaser has
breached in any material respect any of its representations and warranties contained in this
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If this Agreement is terminated by: (i) either Parent or the Company pursuant to

Section 9.1(b) -

i prior to such termination an Acquisition Transaction Proposal has been

publicly announc.. . or otherwise become publicly known or a third party has publicly announced
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an intention to make an Acquisition Transaction Proposal and within 18 months after such
termination of this Agreement any Termination Transaction shall have been consummated or any
definitive agreement with respect to a Termination Transaction shall have been entered into (and
such Termination Transaction shall subsequently be consummated), then the Company shall pay
to Parent (x) the Parent Expense Payment and (y) a termination fee equal to Six Million Dollars
($6,000,000) (the "Termination Fee") promptly after completion of the Termination Transaction;
(ii) either Parent or the Company pursuant to Section 9.1(c) and prior to the Shareholders
Meeting held pursuant to Section 6.4(b) an Acquisition Transaction Proposal has been publicly
announced or otherwise become publicly known or a third party has publicly announced an
intent‘ion to make an Acquisition Transaction Proposal and within 18 months after such
termination of this Agreement any Termination Transaction shall have been consummated or any
definitive agreement with respect to a Termination Transaction shall have been entered into (and
such Termination Transaction shall subsequently be consummated), then the Company shall pay,
in addition to the Parent Expense Payment payable pursuant to Section 9.6(a), to Parent the
Termﬂination Fee promptly after completion of the Termination Transaction; (iii) Parent pursuant
to Sections 9.2(c) or 9.2(d), then the Company shall pay to Parent, in addition to the Parent
Expense Payment payable pursuant to Section 9.6(a), the Termination Fee promptly after receipt
of written notice of such termination by Parent.

‘ (c) Acceptance by Parent and the Purchaser or the Company of any payments
refem‘ed to in this Section 9.6 shall constitute conclusive evidence that this Agreement has been
validly terminated, and upon such acceptance Parent and the Purchaser or the Company, as
applicable, shall be fully released and discharged from any other liability or obligation resulting
from or under this Agreement (except that acceptance of the Parent Expense Payment shall not
relieve the Company from its obligation to pay the Termination Fee in accordance with this
Section 9.6). The Parent Expense Payment and the Termination Fee shall be paid by wire
transfer to Parent. The Company Expense Payment shall be paid by wire transfer to the
Company. -

(d)  The parties hereto further acknowledge that the agreements contained in this
Section 9.6 are an integral part of the transactions contemplated by this Agreement, and that,
without these agreements, Parent would not enter into this Agreement; accordingly, if the
Company fails to timely pay any amount due pursuant to this Section 9.6, and, in order to obtain
the payment, Parent commences an Action which results in a judgment against the Company for
the payment set forth in this Section 9.6, the Company shall pay to Parent its reasonable costs
and expenses (including reasonable attorneys' fees) in connection with this suit, together with
interest thereon at a rate per annum equal to the prime rate (as reported from time to time in the
Wall $treet Journal) calculated on the basis of the actual number of days elapsed divided by 365,

from the date such costs and expenses were incurred until the date of the payment,

'(e)  For purposes of this Agreement, a "Termination Transaction" means, in each case
other than the Merger or as otherwise specifically contemplated by this Agreement, (i) any
merger, consolidation, share exchange, business combination, recapitalization or other similar
transaction or seies of related transactions involving the Company in which the holders of the
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voting stock of the Company immediately before such transaction do not own 50% or more of
the voting stock of the continuing or surviving entity or the parent company of such entity,
immediately after such transaction; (ii) any direct or indirect purchase or sale, lease, exchzlmge,
transfer or other disposition of the assets of the Company or its subsidiaries constituting a
majority of the total assets of the Company and its subsidiaries, taken as a whole, or accounting
for a majority of the total revenues of the Company and its subsidiaries, taken as a whole, ir‘} any
one transaction or in a series of transactions; or (iii) any direct or indirect purchase or sale
(pursuant to any tender offer, exchange offer or any similar transaction or otherwise) or series of
related transactions engaged in by any Person in which such person acquires beneficial
ownership of more than 50% of the outstanding Shares. Notwithstanding anything to the
contrary in this Section 9.6(¢), a Termination Transaction shall not include any sale of the
common stock of the Company in a public offering resulting in a widespread distribution éf the

common stock of the Company.

\
ARTICLE X ‘
MISCELLANEOUS

Section 10.1 Amendment and Modification. Subject to applicable Law, this Agrec}ement
may be amended, modified or supplemented only by written agreement (referring speciﬁca‘xlly to
this Agreement) of Parent, the Purchaser and the Company, by action taken or aumoﬁde by

their respective boards of directors, with respect to any of the terms contained in this Agreement;
provided, however, that after any approval of this Agreement by the shareholders of the
Company, no such amendment, modification or supplement may be made which reduces the
Merger Consideration or the form of consideration therefor or which in any way materially
adversely affects the rights of such shareholders, without the further approval of such
shareholders. ‘

Section 10.2  Waiver. At any time before the Effective Time, Parent and the Purchaser,
on the one hand, and the Company, on the other hand, by action taken or authorized by their
respective boards of directors, may (i) extend the time for the performance of any Pf the
obligations or other acts of the other, (i) waive any inaccuracies in the representations and
warranties of the other contained in this Agreement or in any documents delivered pursuant to
this Agreement or (iii) waive compliance by the other with any of the agreements or conditions
contained in this Agreement which may legally be waived. Any such extension or waiver will be
valid only if set forth in an instrument in writing specifically referring to this Agreema:nt and
signed on behalf of such party. The failure of any party to this Agreement to assert any of its
rights under this Agreement or otherwise shall not constitute a waiver of such rights, nor shall
any single or partial exercise by any party to this Agreement of any of its rights under this
Agreement preclude any other further exercise of such rights or any other rights under this

Agreement.

Section 10.3 Notices. All notices, requests, demands, and other communications under
this Agreement must be in writing and will be deemed to have been duly given and effective (i)
immediately if delivered or sent and received by a fax transmission or electronic mail (if receipt
by the intended recipient is confirmed by like means (which confirmation each party agrees to
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transmit promptly) and if hard copy is delivered by overnight delivery service the next day), (i)
on the date of delivery if by hand delivery, (iii) before the Effective Time, on the first Business
Day ‘tfollowing the date of dispatch if by a nationally recognized overnight delivery service (all
fees prepaid), or (iv) after the Effective Time, on the fifth Business Day following the date of
dispatch if by a nationally recognized overnight delivery service (all fees prepaid). All notices
shall be delivered to the following addresses:

If to Company: With a copy to:

FinCor Holdings, Inc. Warner Norcross & Judd LLP

6215 West St. Joseph Highway 900 Fifth Third Center

Lansing, Michigan 48917-4852 111 Lyon Street, N.W.

Attention: Thomas F. Dickinson Grand Rapids, Michigan 49503-2487

Facsimile No.: (5 17) 327-4609 Attention: Gordon R. Lewis, Esq.
Facsimile No.: (616) 222-2752

If to the Holders Agent: With a copy to:

ﬁolders Agent, Inc. Warner Norcross & Judd LLP

C/O The Corporation Company 900 Fifth Third Center

30600 Telegraph Road 111 Lyon Street, N.W.

Suite 2345 Grand Rapids, Michigan 49503-2487

ingham Farms, Michigan 48025 Attention: Gordon R. Lewis, Esq.

Facsimile No.: (616) 222-2752

If to Parent or Purchaser: With a copy to:

Medical Professional Mutual Insurance Skadden, Arps, Slate, Meagher & Flom LLP

Company - Four Times Square

101 Arch Street, P.O. Box 55178 New York, New York 10036

Boston, Massachusetts 02205 Attention: Robert J. Sullivan, Esq.
Alttention: Richard W. Brewer Facsimile No.: (917) 777-2930
Facsimile No.: (617) 428-9851

and and

Horizon Merger Corporation Skadden, Arps, Slate, Meagher & Flom LLP
C/O ProMutual Group 1440 New York Avenue, N.W.

101 Arch Street, P.O. Box 55178 Washington, District of Columbia 20005
Boston, Massachusetts 02205 Attention: Christopher J. Ulery, Esq.
Attention: Janice W. Allegretto Facsimile No.: (202) 661-9127

Facsimile No.: (617) 428-9851

Section 10.4  Assignment; No Third Party Beneficiaries. This Agreement and all of its

provisions are binding upon, inure to the benefit of and are enforceable by the parties to this
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Agreement and their respective Successors and permitted assigns. Neither this Agreement inor
any of the rights, interests or obligations hereunder may be assigned by any of the parties to this
Agreement without the prior written consent of the other parties, and any attempt t0 make any
such assignment without such consent shall be null and void; provided, however, that Parent may
assign the rights and obligations of the Purchaser under this Agreement to any direct or indirect
wholly-owned subsidiary of Parent. No assignment will relieve any party of its obligations
under this Agreement. This Agreement, except for the provisions of Section 6.8 (which is
intended to be for the benefit of the persons identified therein, and may be enforced by such
persons), is not intended to confer any rights or remedies hereunder upon any other person
except the parties to this Agreement, it being for the exclusive benefit of the parties to this
Agreement and their successors and permitted assigns. Persons other than the parties may not
rely upon the representations and warranties in this Agreement as characterizations of actual
facts or circumstances as of the date of this Agreement or as of any other date.

\
Section 10.5 Governing Law. :

(a) This Agreement shall be governed by and construed in accordance witﬁ the
applicable Laws of the State of Michigan as applicable to contracts made and to be perform‘pd in
the State of Michigan, without regard to conflicts of laws principles. Any action or proceeding

seeking to enforce any provision of, or based on any right arising out of, this Agreement o‘r the

Merger may only be brought in a court sitting in the State of Michigan, County of Eaton, or the
United States District Court for the Western District of Michigan, and each party irrevocably
consents to the jurisdiction of such courts (and of the appropriate appellate courts) in any! such
action or proceeding and waives any objection to venue laid therein. Process in any action or
proceeding referred to in the preceding sentence may be served on a party in accordance with the

notice provisions contained in Section 10.3.

(b) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE IN CONNECTION WITH THIS AGREEMENT IS
LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE
EACH SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES
ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY
LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS
AGREEMENT, OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.
EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (I) NO REPRESENTATIVE,
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (II) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (III)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY AND (IV) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 10.5(b).

Section 10.6  Specific Performance. The parties agree that irreparable harm ‘would
occur and the parties would not have any adequate remedy at Law in the event that any of the
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provisions of this Agreement were not performed in accordance with their specific terms or were
otherwise breached. It is accordingly agreed that prior to the valid and effective termination of
this Agreement in accordance with Article IX, the parties shall be entitled to an injunction or
injunctions to prevent breaches of this Agreement and to enforce specifically the terms and

provisions of this Agreement, this being in addition to any other remedy to which they are
entitled at Law or in equity.

Section 10.7 Counterparts.  This Agreement may be executed in two or more
counterparts, each of which will be deemed an original and together will constitute one and the
same‘agreement. A facsimile or pdf (portable document format) signature will have the same
effect as an original signature. This Agreement shall become effective when each party has
received counterparts thereof signed and delivered (by electronic communication, facsimile or
otherwise) by all of the other parties.

‘ Section 10.8 Integpretation..

@) When a reference is made in this Agreement to an Article, Section, clause or
Schedule, such reference shall be to an Article, Section or clause of, or Schedule to, this
Agreement unless otherwise indicated. The table of contents and the article and section headings
contained in this Agreement are solely for the purpose of reference, are not part of the agreement
of the parties and do not in any way affect the meaning or interpretation of this Agreement. The
phrases "the date of this Agreement," "the date hereof" and terms of similar import, will be
deemed 1o refer to June 3, 2009. Whenever the content of this Agreement permits, the masculine
gender will include the feminine and neuter genders, and a reference to singular or plural will be
interchangeable with the other. As used in this Agreement, (i) the term "person” or "Person"”
means and includes any individual, partnership, joint venture, corporation, trust, unincorporated
organization or association, government (or any department or agency thereof) or any other
entity; (ii) the term "subsidiary” of any person means any corporation, partnership, joint venture
or other legal entity of which such person (either alone or through any other subsidiary) owns,
directly or indirectly, more than 50% of the stock or other equity interests the holders of which
are generally entitled to vote for the election of the board of directors or other goveming body of
such corporation or other legal entity; (iii) the term "including” and words of similar import
mean !'including, without limitation" unless otherwise specified; and (iv) the term "business day"
or "Business Day" means any day other than a day on which banks in the State of Michigan are
required or authorized to be closed.

- (b) References to any agreement or contract are to that agreement or contract as
amended, modified or supplemented from time to time in accordance with the terms hereof and
thereof. References to any person include the successors and permitted assigns of that person.
References to any statute are to that statute, as amended from time to time, and to the rules and
regulations promulgated thereunder. References to "$" and "dollars" are to the currency of the
United States of America. References from or through any date mean, unless otherwise specified,
from and including or through and including, respectively. The words "hereby," herein,"
"hereof," "hereunder” and words of similar import refer to this Agreement as a whole (including
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any Schedules delivered herewith) and not merely to the specific section, paragraph or clause in

which such word appears. 1

()  The parties have participated jointly in negotiating and drafting this Agreement.
In the event that an ambiguity or a question of intent or interpretation arises, this Agreement
shall be construed as if drafted jointly by the parties, and no presumption or burden of proof shall
arise favoring or disfavoring any party by virtue of the authorship of any provision of this
Agreement.

(d)  No summary of this Agreement or summary of any Schedule delivered herewith
prepared by or on behalf of any party will affect the meaning or interpretation of this Agreement
or any such Schedule. i

Section 10.9 Entire Agreement. This Agreement, the Disclosure Statement, the Parent
Disclosure Statement and the Confidentiality Agreement set forth the entire agreement and
understanding of the parties to this Agreement in respect of the subject matter contained herein
and therein and supersede all prior agreements and understandings between the parties with
respect to such subject matter. No representation, promise, inducement or statement of intention
has been made by any party to this Agreement in connection with the Merger or the transactions
contemplated by this Agreement, which is not embodied in this Agreement, and no party to this
Agreement is bound by or liable for any alleged representation, promise, inducement or
statement of intention not so embodied.

Section 10.10 Severability. If any term or other provision of this Agreement is invalid,
illegal or incapable of being enforced by any Law or public policy, all other terms and provisions
of this Agreement shall nevertheless remain in full force and effect so long as the economic or
legal substance of the transactions contemplated hereby is not affected in any manner materially
adverse to any party. Notwithstanding the foregoing, upon such determination that any term or
other provision is invalid, illegal or incapable of being enforced, the parties shall negotiate in

good faith to modify this Agreement so as to effect the original intent of the parties as clos«‘:ly as

possible in an acceptable manner in order that the transactions contemplated herebTy are

consummated as originally contemplated to the greatest extent possible. ‘

[The remainder of this page intentionally left blank.]
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The Company, the Purchaser, Parent, and the Holders Agent have caused this Agreement

and Plan of Merger to be signed by their respective duly authorized officers as of the date first
above written.

FINCOR HOLDINGS, INC. MEDICAL PROFESSIONAL MUTUAL
INSURANCE COMPANY

_hem % O dantor

By: "Thomas F. Dickinson By: Richard W. Brewer

Its: Chief Executive Officer and President Its:  President and Chief Executive Officer

"Company” "Parent"

HOLDERS AGENT, INC. HORIZON MERGER CORPORATION
Alenat U Qthunson.

By: Thomas F. Dickinson By: Richard W. Brewer

Its: President Its: President

"Holders Agent” "Purchaser*
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The Company, the Purchaser, Parent, and the Holders Agent have caused this Agreement
and Plan of Merger to be signed by their respective duly authorized officers as of the date first
above written. '

FINCOR HOLDINGS, INC. MEDICAL PROFESSIONAL MUTUAL

INSURANCE COMPANY
By: Thomas F. Dickinson By: Kichard W. Brewer /
Its: Chief Executive Officer and President Its: President and Chief Executive Officer
"Company" “Parent”
HOLDERS AGENT, INC. HORIZON MERGER CORPORATION

By: Thomas F. Dickinson By: Rdchard W. Brewer /
Its: President Its: President

"Holders Agent” "Purchaser"



Exhibit A
Form of Management Voting Agreement

VOTING AGREEMENT

This VOTING AGREEMENT (this "Agreement") is entered into as of June 3, 2009, by
and among Medical Professional Mutual Insurance Company, a Massachusetts mutual insurance
company ("Parent"), and each of the shareholders listed on Schedule A to this Agreement
(individually, a "Shareholder" and together, the "Shareholders").

RECITALS
\

i Parent, Horizon Merger Corporation, a wholly-owned subsidiary of Parent ("Merger
Sub"), and the Company propose to enter into an Agreement and Plan of Merger, dated as of the
d%te of this Agreement (the "Merger Agreement"), pursuant to which Merger Sub will merge
with and into the Company, with the Company surviving as a wholly-owned subsidiary of Parent
(qle "Merger"). As a condition and inducement to Parent’s and Merger Sub’s willingness to

change Act) of such number of shares of the outstanding common stock, no par value, of the
Company ("Common Stock") as is indicated next to each Shareholder's name on Schedule A of
tllllrs Agreement (the "Subject Shares"). Capitalized terms used in this Agreement but not defined
shall have the meanings ascribed to them in the Merger Agreement.

AGREEMENT
The parties agree as follows:
1. Agreement to Retain Subject Shares. -

(@) Transfer. (1) Except as contemplated by the Merger Agreement, and
except as provided in Section 1(b) below, during the period beginning on the date of this
Agreement and ending on the earlier to occur of (i) the Effective Time and (ii) the Expiration
Date, each Shareholder agrees not to, directly or indirectly, sell, transfer, exchange or otherwise
diifose of the Subject Shares, (2) each Shareholder agrees not to, directly or indirectly, grant any

proxies or powers of attorney, deposit any of such Shareholder's Subject Shares into a voting
trust or enter into a voting agreement with respect to any of such Shareholder's Subject Shares, or
enter into any agreement or arran gement providing for any of the actions described in this clause
(2), and (3) each Shareholder agrees not to, directly or indirectly, take any action that could
reasonably be expected to have the effect of preventing or disabling such Shareholder from
performing Shareholder's obligations under this Agreement at any time before the earlier to
occur of (i) the Effective Time and (i) the Expiration Date. As used in this Agreement, the term
" )leiration Date" means the date of termination of the Merger Agreement in accordance with its
terms and provisions,

l (b) Permitted Transfers. Section 1(a) does not prohibit a transfer of Subject
Shares by any Shareholder to any family member, trust for the benefit of any family member or




charitable organization to which contributions are deductible for federal income tax, es{ate, or
gift purposes so long as the assignee or transferee agrees to be bound by the terms of this
Agreement and executes and delivers to the parties to this Agreement a written consent
memorializing such agreement.

©) Subject Shares. In addition to the number of shares of Common Stock set
forth next to each Shareholder's name on Schedule A of this Agreement, each Shareholde ‘ agrees
that any shares of Common Stock that such Shareholder purchases or otherwise acquire record
or beneficial ownership of after the date of this Agreement and before the earlier to oEcur of
(i) the Effective Time and (ii) the Expiration Date shall be considered "Subject Shares” subject to
the terms and conditions of this Agreement. Any shares of Common Stock held by any
Shareholder, or over which any Shareholder has the power to vote, as a trustee or otherwise in a

fiduciary capacity shall not be subject to this Agreement.

2. Agreement to Vote Subject Shares; Solicitation.

(a) Until the earlier to occur of the Effective Time and the Expiration Date, at
every meeting of the shareholders of the Company called with respect to any of the following,
and at every adjournment of such meeting, each Shareholder shall appear at such meeting (in
person or by proxy) and shall (to the full extent he or she has rights to do so) vote or consent the
Subject Shares (i) in favor of approval of the Merger Agreement, (ii) against any action,
proposal, transaction or agreement that would result in a breach in any respect of any covenant,
representation or warranty or any other obligation or agreement of the Company contained in the
Merger Agreement or of the Shareholders contained in this Agreement, and (iii) against the
following actions or proposals (other than the transactions contemplated by the Merger
Agreement): (A) any Acquisition Transaction Proposal or any proposal in opposition to
approval of the Merger Agreement or in competition with or materially inconsistent with the
Merger Agreement; (B) any change in the persons who constitute the Board; (C) any imaterial
change in the present capitalization of the Company or any amendment of the Organizational
Documents of the Company; or (D) any other action or proposal involving the Company or any
subsidiary of the Company that is intended, or could reasonably be expected, to prevent, impede,
or interfere with the transactions contemplated by the Merger Agreement or could reasonably be
expected to result in any of the conditions to the Company's obligations under the Merger
Agreement not being fulfilled. This Agreement binds each Shareholder as a shareholder of the
Company only with respect to the specific matters set forth in this Agreement. During the term
of this Agreement, each Shareholder shall not enter into any agreement or understanding with
any person to vote or give instructions in any manner inconsistent with the terms of this
Agreement. !

(b) Each Shareholder agrees that, during the term of this Agreement, except as
permitted under the Merger Agreement in his or her capacity as a director or officer of the
Company, such Shareholder shall not, directly or indirectly, (i) solicit, initiate, encqurage or
knowingly facilitate or induce any inquiry with respect to or that could reasonably be expected to
lead to, or the making, submission or announcement of, any Acquisition Transaction Proposal,
(i) participate in any discussions or negotiations regarding, or furnish to any Person any
nonpublic information relating or with respect to, any Acquisition Transaction Proposal, or in
response to any inquiries or proposals that could reasonably be expected to lead to any



Acquisition Transaction Proposal, or (iii) approve, endorse or recommend any Acquisition
Transaction Proposal.

(c) Subject to Section 5 of this Agreement, each Shareholder irrevocably
constitutes and appoints Parent and its designees as his or her attorney and proxy in accordance
with the MBCA, with full power of substitution and resubstitution, to cause the Subject Shares to
be counted as present at the Shareholders Meeting, to vote his or her Subject Shares at the
Shareholders Meeting, however called, as and to the extent provided in Section 2(a). SUBJECT
TO THE PROVISIONS SET FORTH IN SECTION 5 OF THIS AGREEMENT, THIS PROXY

ND POWER OF ATTORNEY IS IRREVOCABLE AND COUPLED WITH AN INTEREST.
on the execution of this Agreement, each Shareholder revokes any and all prior proxies or
powers of attorney given by such Shareholder with respect to voting of the Subject Shares on the
atters referred to in Section 2(a) and agrees not to grant any subsequent proxies or powers of
atforney with respect to the voting of the Subject Shares on the matters referred to in Section 2(a)
until after the Expiration Date. Each Shareholder understands and acknowledges that Parent is
entering into the Merger Agreement in reliance upon such Shareholder's execution and delivery
of this Agreement and granting of the proxy contained in this Section 2(c). Each Shareholder
affirms that the proxy granted in this Section 2(c) is given in connection with the execution of
the Merger Agreement, and that such proxy is given to secure the performance of the duties of
Holder under this Agreement.

3. Representations, Warranties and Covenants of Holder. FEach Shareholder
represents, warrants and covenants to Parent that such Shareholder (i) is the record and beneficial
owner of the Subject Shares, (ii) does not own of record or beneficially any shares of capital
stock of the Company other than the Subject Shares (excluding shares as to which such
Shareholder currently disclaims beneficial ownership in accordance with applicable law or
sl‘:ﬁes held by such Shareholder, or over which such Shareholder has voting or dispositive
POWeTr, as a trustee or otherwise in a fiduciary capacity), (iii) has the legal capacity, power and
auihority to enter into and perform all of his or her obligations under this Agreement (including
un(jler the proxy granted in Section 2(c)), and (iv) this Agreement (including the proxy granted in
Section 2(c)) has been duly and validly executed and delivered by such Shareholder.

‘ 4, Additional Documents. Each Shareholder covenants and agrees to execute and
delf‘ver any additional documents reasonably necessary to carry out the purpose and intent of this
Ag‘ eement.

S. Termination. This Agreement and the proxy delivered in connection with this

Agreement shall terminate and have no further force and effect as of the earlier to occur of (i) the
Effective Time and (ii) the Expiration Date.

6. Fiduciary Duties. Notwithstanding anything in this Agreement to the contrary:
(i) each Shareholder makes no agreement or understanding under this Agreement in any capacity
other than in such Shareholder's capacity as a record holder and beneficial owner of the Subject
Shares, (ii) nothing in this Agreement shall be construed to limit or affect any action or inaction
by each Shareholder acting in his or her capacity as a director or fiduciary of the Company, and
(iii)‘ each Shareholder shall have no liability to Parent, Merger Sub or any of their Affiliates




| |
under this Agreement as a result of any action or inaction by such Shareholder acting in his
\

capacity as a director or fiduciary of the Company. ‘

7. Miscellaneous.

. ) \
(a) Amendments and Waivers. Any term of this Agreement may be apended
or waived with the written consent of the parties or their respective successors and @ssigns.
Any amendment or waiver effected in accordance with this Section 7(a) shall be bindi?g upon
|

the parties and their respective successors and assigns.

(b) Governing Law; Venue. This Agreement shall be governed {by and
construed in accordance with the laws of the State of Michigan, without giving effect to
principles of conflicts of law. |

© Counterparts. This Agreement may be executed in two c{or more
counterparts, each of which shall be deemed an original and all of which together shall constitute

one instrument. ‘

(d) Notices. Any notice required or permitted by this Agreement shall be in
writing and shall be deemed sufficient upon receipt, when delivered personally or by courier,
overnight delivery service or confirmed facsimile or electronic mail, or 72 hours after being
deposited in the regular mail as certified or registered mail with postage prepaid, if such notice 1s
addressed to the party to be notified at such party's address or facsimile number as set forth
below, or as subsequently modified by written notice.

(e) Specific Performance. Each of the parties to this Agreement recognizes
and acknowledges that a breach of any covenants or agreements contained in this Agreement will
cause Parent and Merger Sub to sustain damages for which they would not have an adequate
remedy at law for money damages, and therefore each of the parties to this Agreement agrees
that in the event of any such breach Parent shall be entitled to the remedy of specific
performance of such covenants and agreements and injunctive and other equitable | relief in
addition to any other remedy to which they may be entitled, at law or in equity.

[SIGNATURE PAGE FOLLOWS] |



IN WITNESS WHEREOF, Parent and each of the following Shareholders have
caused this Agreement to be duly executed as of the day and year first above written.

MEDICAL PROFESSIONAL MUTUAL

INSURANCE COMPANY
By:

Name:

Title:
[SHAREHOLDER]‘
By:

Name:

Title:
[SHAREHOLDER]
By:

Name:

Title:

B [SHAREHOLDER]
By:

Name:

Title:
[SHAREHOLDER]
By:

Name:

Title:




1663356

[SHAREHOLDER]

By:

Name:

Title:
[SHAREHOLDER]
By:

Name:

Title:
[SHAREHOLDER]
By:

Name:

Title:
[SHAREHOLDER]
By:

Name:

Title:
[SHAREHOLDER]
By:

Name:

Title:
[SHAREHOLDER]
By:

Name:

Title:



SCHEDULE A

Ownership of Subject Shares

Shareholder Name Shareholder Address

Number of Subject Shares







Exhibit B
December 31, 2008 Balance Sheet

FinCor Holdings, Inc. and Subsidiaries

Consolidated Balance Sheets
tDollars in Thousands, Excepr Share Dara)

December 31

2008 2007
Assers

Invesments:
F ixgd maturtzes available-for-sale, at fair value
(amortized cost $396.665 and $381.504 in 2008
and 2007. respecuvely)
Short-tem investments

S 388528 5 385.003
4,449 7

|
i Total invesments

392,977 383.610
Cash and cash equivalents

16,151 8.630
Accrued mvesaren: income 4.71% 4.573
| Premuums recervable 32,513 33078
| Prepaid reinsurance premumms 11,829 13,498
Pemsurance recoverables 71,258 £1.371
Deferred federal income taxes. net 2L349 14.867
Other assets 15,253 13.730
Toral assets S_ 568048 § 531353
Liabilities and shareholders’ equity
i Liahilities:
Reserve for losses and loss adjustmen: axpenses S 313382 5 303357
Uneamed pren:iums 52100 37.99¢0
| Subordinared long-erm debt 49,300 3p225
| Other lisbilities 30,495 -4.778
445,777 426,350
1 Pedeemable preferred stock ($1.000 redemption value;
$120 par value: autkorized 2.000 chares: 1sued
| 8.853 and 8.887 shares in 2008 and 2007, respectively) 8,853 2,387
|
- Shareholders’ equiry:
| Ceramon stock (no par vaive: authorized 20.000.000 shares:
! 1ssued 522,435 and 614.002 shares in 1098 and 1087, respecaveiy} 57483 3743
- Addinonal paid-in capita 8,161 1992
' Accumulared cther comprezensive (loss) income net of deferred tax
expense 0f($4.428) and S1.256 m 2008 and 2907, Tespecuvey (8,223 2353
} Re:zined z2amings 109,000 31938
| Stock notes racervable {1,216y 643
| Uneamed stock compenszrion (20) (155
i Total sharsholders’ equity 113,415 106.118
;Total -abilries and shareholders’ equity S _ 268,045 § 531333

| ~ ..
pee ac:ompmt} g ioras.






Exhibit C
Holders' Agency Agreement

HOLDERS AGENT, INC.
HOLDERS’ AGENCY AGREEMENT

| THIS HOLDERS’ AGENCY AGREEMENT, dated as of , 2009
(“Agreement”), is made by and among Holders Agent, Inc., a Michigan corporation (the
“Company”), FinCor Holdings, Inc., a Michigan corporation (“FinCor”), in its capacity as the
sole shareholder of the Company, and will be Joined in by former shareholders of F inCor who
sign an Acceptance of Shares in substantially the form appended to this Agreement as Appendix
A (individually referred to as “Shareholder,” and collectively as the “Shareholders™).

| The Company was formed by FinCor, as a wholly owned subsidiary of FinCor.
Pursuant to an Agreement and Plan of Merger dated » 2009 (the “Plan of Merger”) by
and| among FinCor, Horizon Merger Corporation, Medical Professional Mutual Insurance
Company, and the Company, Horizon Merger Corporation will be merged with and into FinCor.
As a result of such merger, the former common shareholders of FinCor and former holders of
stoc‘ options and restricted stock of FinCor (collectively “Holders™) are entitled to receive the
Def?rred Payment Per Share, if any, and the Per Share Adjustment Amount, if any (both as
defined in the Plan of Merger). Pursuant to the Plan of Merger, FinCor has contributed certain
initial capital to the Company to fund its operations and then distributed all of the shares of the
Company to the Holders so that the Holders become Shareholders of the Company upon signing
an Acceptance of Shares, effective as of the Effective Time of the Plan of Merger. To the extent
any‘?apitalized terms are used but not otherwise defined in this Agreement, such terms will have
the meaning given to them in the Plan of Merger.

The Holders who after the date of this Agreement have signed the Acceptance of
Shares have agreed to become bound by the terms of this Agreement and appoint the Company
as agent for the Holders with respect to certain matters as set forth in the Plan of Merger,
incluf ing without limitation, the determination, compromise or settlement of claims and matters
unde{ Sections 2.4 (Post Closing Net Worth Adjustment), 2.5 (Contingent Consideration), 2.6
(Offset Adjustment), 2.7 (Deferred Payment) and Article VIII (Survival and Recovery) of the
Plan of Merger. After the Effective Time of the Merger, FinCor will no longer be a party to this
Agreement and will have no responsibility, obligation or liability under this Agreement. FinCor
has eiecuted this Agreement in its capacity as the holder of all of the Company's shares and this
Agreément will be binding on all transferees of such shares. The Company and the
Shareholders, by signing the Acceptance of Shares, have agreed as follows:

1. Purpose. The purpose of the Company is to facilitate the transactions as set forth
in the Plan of Merger.

(a) By signing the Acceptance of Shares and becoming bound by this
Agreement, each Shareholder appoints the Company to serve as the Holders




Agent under the Plan of Merger and the Company is authorized to act as the
exclusive agent and attorney-in-fact on behalf of each Shareholder with respect tc
certain matters as set forth in Plan of Merger, including without limitation the
resolution, compromise or settlement of claims and matters under Sections 2.4
(Post Closing Net Worth Adjustment), 2.5 (Contingent Consideration), 2.6 (Offset
Adjustment), 2.7 (Deferred Payment) and Article VIII (Survival and Recovery) o%f
the Plan of Merger and to engage in such other activitics as the Company’s Boarc‘i
of Directors (the “Board”) deems necessary, advisable, convenient or incidental
thereto, and to engage in any business which may lawfully be conducted by a
corporation formed pursuant to the Michigan Business Corporation Act and to
carry on any business relating thereto or arising therefrom, including anythin‘g
incidental or necessary to the foregoing. |

L

(b) Without limiting the foregoing paragraph, the Company, in i
capacity as Holders Agent, shall have the full power and authority to act on beharf
of the Shareholders:

() To enter into such agreements and execute and deliver suclh
waivers and consents in connection with the Plan of Merger and the
consummation of the transactions contemplated by the Plan of Merger s

the Board, in its sole discretion, authorizes;

(ii)  To determine the amount of the Closing Net Book Value,
the Post Closing Net Worth Adjustment, and the Closing Aggregate Pro
Forma Adjustment Amount and to submit or not submit a Notice of
Disagreement;

(iii) To determine the amount of and administer the process of
resolving any dispute over the Contingent Consideration;

(ivy To determine the amount of the Offset Adjustment
Amount;

W) To determine the amount of and administer the process of
resolving any dispute over the Deferred Payment Per Share; ‘

(vi)  To enforce, protect, and exercise the rights and interests of
the Holders arising out of, or under, or in any manner relating to Plan|of
Merger and the transactions provided for therein (including, without
limitation, in connection with the resolution of any and all claims F‘or
offset brought under Article VIII of the Plan of Merger); |

(viiy To take any and all actions which the Board authorizes for
and on behalf of the Holders, including, without limitation, consenting to,
compromising or settling any such claims, conducting negotiations w}ith
Horizon Merger Corporation, Medical Professional Mutual Insurance
Company and their representatives or successors in interest (collectively

“Purchaser”) regarding such claims, and, in connection therewith, to

22-



(A)  assert any claim or institute any action, proceeding
or investigation,

(B) investigate, defend, contest or litigate any claim,
action, proceeding or investigation initiated by Purchaser against
the Company or the Holders, or by any party against FinCor or its
successor for which a claim of offset may be asserted, and receive
process on behalf of any or all Holders in any such claim, action,
proceeding or investigation and compromise or settle such claims
on such terms as the Board authorizes, and give receipts, releases

and discharges with respect to, any such claim, action, proceeding
or investigation,

(C)  file any proofs of debt, claims and petitions as the
Board may deem advisable or necessary,

(D)  resolve, settle or compromise any claims asserted
under the Plan of Merger and

(E) file and prosecute appeals from any decision,
judgment or award rendered in any such action, proceeding or
investigation, it being understood that the Company shall not have
any obligation to take any such actions, and shall not have any
liability for any failure to take any such actions;

(viii) To refrain from enforcing any right of the Company as
agent for the Holders arising out of or under or in any manner relating to
Plan of Merger (provided no such failure to act on the part of the
Company, except as otherwise provided in this Agreement, shall be
deemed a waiver of any such right or interest by the Company as agent for
the Holders unless such waiver is in writing signed by the Company);

(ix)  To make, execute, acknowledge and deliver all such other
agreements, guarantees, orders, receipts, endorsements, notices, requests,
instructions, certificates, stock powers, letters and other writings, and, in
general, to do any and all things and to take any and all action that the
Board, in its sole and absolute discretion, may consider necessary,
appropriate or convenient in conmnection with or to carry out the
transactions contemplated by this Agreement or the Plan of Merger;

(x) To engage and compensate legal counsel, accountants,
actuaries and other advisors and incur such other expenses on behalf of the

Holders in connection with any matter arising under the Plan of Merger or
this Agreement; and

(xi)  To employ, compensate and delegate power and authority
to officers, employees and agents of the Company.




2. Qualification for Ownership of the Shares. Ownership of the Shares is
restricted to (i) Holders; or (ii) any assignee, successor, or personal representative of a/Holder
who also holds the right to receive the Per Share Adjustment Amount and the Deferred Payment
Per Share (together the “Payment Rights”). A Holder will become a shareholderl of the
Company upon the occurrence of all of the following events: ‘
|

(a) The common sharcholders of FinCor have approved the Plan of
Merger and the Board of Directors of FinCor has declared a dividend to the
former shareholders of FinCor of Shares in an amount equal to one Share of the
Company for every one common share of FinCor issued and outstandin%‘
immediately before the Effective Time (“FinCor Shares”); ‘

(b) In the case of individuals who held FinCor stock options ang
restricted stock, FinCor has issued a compensatory award of one Share of the
Company for every one share which would have been issued under FinCor’s stoc}
options if exercised in full and every one share of unvested restricted stock held

immediately before the Effective Time of the Merger (together “Award Shares”i;

(c) The Effective Time of the Merger has occurred; ‘

(d) The Holder has signed and delivered to the Company an
Acceptance of Shares; and |

(e) The Company has recorded the issuance of the Shares to the
Holder on the Company’s stock ledger without the issuance of certificates to the
Holder in accordance with the bylaws of the Company.

At such time as a Holder becomes a Shareholder of the Company, the Holder will receive that
number of Shares equal to the number of FinCor Shares held of record held by the Holder
immediately before the Effective Time and/or the number of Award Shares awardc‘:d to the
Holder. At the Effective Time, FinCor will no longer be a Shareholder of the Company.

3. Shareholder Representations. Each Shareholder represents and warrants to the
Company and the other Shareholders that: \
(a) The Shareholder has the right, power, and authority to execute arPd
deliver this Agreement. No consent, approval, order or authorization of, or
registration, declaration or filing with, any foreign, Federal, state or local or
regulatory authority is required to be made or obtained by the Shareholder in

connection with the execution delivery or performance of this Agreement by tpe
Shareholder. |

(b) The execution and delivery of this Agreement by the Sharehold‘er

and the ownership of the Shares pursuant to this Agreement will not conflict with,

or result in a breach of or a default under, or give rise to a right of acceleration

under, the Shareholder’s articles of incorporation, bylaws or similar govemihg
documents if the Shareholder is an entity, any agreement or instrument to which

either the Shareholder is a party or by which the Shareholder is bound, or violate

4-



any law, rule, or regulation of any governmental body or agency or any order,
Writ, injunction, or decree of any court or governmental body or agency to which
the Shareholder is subject or by which the Shareholder is bound.

4, Restrictions on Transfer,

(a) General Restriction. A Shareholder shall not sell or transfer all or
any of the Shareholder’s Shares except in accordance with this Agreement. Any
attempt by a Shareholder to sell or transfer any of the Shareholder’s Shares

without compliance with this Agreement shall be null and void and of no force or
effect.

(b) Permissible Transfers. A Shareholder may transfer or assign all
| and only all of the Sharcholder’s Shares in the Company if and only if the
Shareholder also transfers or assigns all rights of the Shareholder as a-Holder to
the Payment Rights to the same transferee. No transfer or assignment of any
interest in the Payment Rights is permitted without the transfer or assignment of
the Holder’s corresponding Shares and the transferee becoming a Shareholder of
the Company. Any Shareholder desiring to transfer or assign his, her or its Shares
and right to the Payment Rights will complete an assignment in the form

appended to this Agreement as Appendix B and deliver such assignment to the
Company.

action of the Board or Shareholders holding a majority of the Shares consent in writing to any
action of the Board, then all Shareholders will be bound by such approval and no Shareholder
may) bring, commence, institute, maintain, or prosecute any action or proceeding or otherwise
prosecute or sue the Company, any a member of the Board (“Director”), or officer or employee
of the Company either affirmatively or by way of cross-complaint, defense or counterclaim,
administrative charge or complaint, or in any other manner with respect to that matter,

6. Limitation on Claims Against a Director. The Shareholders agree that it would
be manifestly unfair to subject a Director or any officer or employee of the Company to the
expense of a defense and liability for any claim against the Director, officer or employee after
the ciissolution of the Company and the resultant incapacity of the Company to indemnify the
Director, officer or employee. Therefore, an action against a Director, officer or employee by a
Sharéholder must be commenced within 3 years after the cause of action accrued or within 2
years after the cause of action is discovered or reasonably should have been discovered by the
Shareholder, whichever occurs first, and in no event may any action against a Director, officer or
employee be commenced after a certificate of dissolution has been filed by the Company. No
Sharq‘holder will have a cause of action against a Director, officer or employee if that matter is
subm;u'tted to and ratified by the Shareholders.



7. Securities Laws. Each Shareholder agrees that such Shareholder will not transfer
the Shares in the absence of an available and applicable exemption from the reg"stration
requirements of federal and applicable state securities laws. The Company is under no
obligation to register Shares under federal and applicable state securities laws, qualify the Shares
under any applicable federal or state securities laws, or to in any way assist the Shareholder to

comply with any exemption under federal and applicable state securities laws. }
i

8. Additional Shares Covered by Agreement. This Agreement shall app
Shares of the Company now owned or acquired in the future by the Shareholders.

y to all

9. Notice. Any notice to the Company will be effective 5 days after it is delivered to
the Registered Agent of the Company. Any notice to a Shareholder will be effective 5 days
following deposit of the notice in the U.S. mail, first-class postage attached to the address

appearing in the stock records of the Company for that Shareholder.

10. Amendment. This Agreement may be amended or modified only by a vote or
written consent of Shareholders holding a majority of the Shares; provided, however, no
amendment to this Agreement shall subject any Shareholder to any duty or financial obligation

not stated in this Agreement without that Shareholder’s consent.

1. Binding Effect, and Additional Parties. This Agreemc. t shall be binding on all
the parties to this Agreement and their respective heirs, successors, and assigns. Any H‘ lder not
initially a party to this Agreement may become a party if the Holder meets the qualifications of
Paragraph 2.

2.  Severability. Any provision of this Agreement prohibited or unenforceable by
any applicable law shall be ineffective to the extent of the prohibition or unenforceabilit without
invalidating the remaining provisions of this Agreement.

13. Venue and Jurisdiction. The parties agree that a proper forum in which to
litigate any dispute that arises under this Agreement shall be the Michigan state courts in Ingham
County, Michigan. Each party to this Agreement also agrees that the courts shail have personal
jurisdiction over the party with respect to any action under this Agreement.

14. Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Michigan applicable to contracts made and to be
performed in that State. 1

15.  Acceptance of Shares. FinCor has entered into this Agreement as the holder of
all of the shares of the Company, solely for purposes of binding those shares, and all future
shareholders will be bound by this agreement as direct or indirect assignees or transferees of the
Company. Effective as of the Effective Time, without further action on the part of the Company
or FinCor, FinCor shall no longer be a party to this Agreement, and, from and after the Effective
Time, FinCor shall have no responsibility, obligation or liability whatsoever under this
Agreement. By signing an the Acceptance of Shares each Shareholder has agreed to ibound by
the terms of this Agreement and appoints FinCor as the true and lawful attorney of the
Shareholder solely for the purpose of executing this Agreement. Powers of attorney relating to

the signing of this Agreement by an attorney in fact need not be sworn to, verified,

-6-



acknowledged, or filed with the Company. The power of attorney granted by the Acceptance of
Shares and this Agreement is coupled with an interest, shall be irrevocable, shall survive the

bankruptey, dissolution, or liquidation of such Shareholder, and shall be deemed given by each
and every assignee and successor of such Shareholder.

FinCor and the Com
date set forth above.

pany have caused this Agreement to be executed as of the

FINCOR HOLDINGS, INC.

By [TO BE PROVIDED]

HOLDERS AGENT, INC.

By [TO BE PROVIDED]

1649879
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APPENDIX A \

ACCEPTANCE OF SHARES i

By signing below, the undersigned (“Shareholder™) agrees as set forth below.
To the extent any capitalized terms are used but not otherwise defined in this Accep{ance of
Shares, such terms will have the meaning given to them in the Holder’s Agency Aglfeement
dated , 2009 (“Agreement”).

1. Acceptance of Shares. The Shareholder accepts the transfer of shares in‘Holders
Agent, Inc. (the “*Company”) from FinCor Holdings, Inc. (the “Company”) to be registered as
“book entry” shares on the stock records of the Company. ‘

2. Holders Agency Agreement. The Shareholder agrees to be bound by the terms

of the Agreement in the form provided to the Sharcholder in the Proxy Statement of the

Company dated , 2009.

3. Appointment as Agent. The Shareholder appoints the Company to act jas agent
for Shareholder for all purposes stated in the Agreement.

4. Transfers. The Shareholder agrees to the restrictions on transfer of the shares of
the Company and Payment Rights provided in Section 4 of the Agreement.

Dated:
|
INDIVIDUALS: ENTITIES: |
|
|
Signature Name of Entity
By: i
Print Name (Authorized Signature) |
|
Its: :

(Print Name and Title of Signatbry)



APPENDIX B

ASSIGNMENT OF SHARES
OF HOLDERS AGENT, INC.

Subject to the terms of the Holder’s Agency Agreement dated , 2009 (the

“Agreement”) and the bylaws of Holders Agent, Inc., a Michigan corporation (the “Company)
\

(“Shareholder”) hereby
irrévocably assigns, transfers, and conveys to the person or entity named below (“Assignee™) the

number of shares of the Company set forth next to the Assignee’s name, which shares are all of

assigns to the Assignee all right of the Shareholder to receive payment of the Per Share
Adjustment Amount, if any, and the Deferred Payment Per Share, if any, (together, the
“Payment Rights”) if and when the Payment Rights are paid under the Agreement and Plan of
Me; ger dated » 2009 by and among FinCor, Horizon Merger Corporation, Medical

Professional Mutual Insurance Company, and the Company. Capitalized terms that are not
defined in this assignment are defined in the Agreement.

Assignee Shares

The Assignee agrees as follows:
|

1. Acceptance of Shares: Assignee accepts the transfer of shares in the Company
from the Shareholder, to be registered as “book entry” shares on the stock records of the
Company and the corresponding Payment Rights.

2. Holders Agency Agreement. Assignee agrees to be bound by the terms of the
Agreement in the form provided to the Assignee by the Company.

}L 3. Appointment as Agent. The Assignee appoints the Company to act as agent for
the

ssignee for all purposes stated in the Agreement.

4, Transfers. The Assignee agrees to the restrictions on transfer of the shares of the
Company and Payment Rights provided in Section 4 of the Agreement.



Dated:

“Shareholder” “Assignee”

INDIVIDUALS: INDIVIDUALS:

Signature Signature

Print Name Print Name

ENTITIES: ENTITIES:

Name of Entity Name of Entity

By: By:

(Authorized Signature) (Authorized Signature)

(Print Name and Title of Signatory) (Print Name and Title of Signatory)

Signature page to the Assignment of Shares

712851-New York Server SA - MSW




Exhibit D

Calculation Examples

(A)| Post-closing net worth adjustment calculation examples:

CNBV + PFA Increase < Ceiling Amount and > Floor Amount

[e.g., $115.000 + $1,000 < $126,400 and > $103,400]

CNBYV - PFA Setoff < Ceiling Amount and > Floor Amount

[e.g., $115.000 - $1,000 < $126,400 and > $103,400]

CNBYV > Ceiling Amount + PFA Increase

[¢.g.. $130,000 > $126.400 + $1,000]

CNBYV — PFA Setoff > Ceiling Amount

[$130,000 - $1,000 > $126,400)

CNBYV + PFA Increase < Floot Amount

fe.g., $100,000 + $1,000 < $103,400]

CNBYV - PFA Setoff < Floor Amount

[e.g., $100,000 - $1,000 < $103,400]

CNBYV > Ceiling Amount but CNBV — PFA Setoff < Ceiling Amount
[e.g., $127,400 > $126,400 but $127,400 - $2,000 < $126,400]
CNBYV < Ceiling Amount but CNBV + PFA Increase > Ceiling Amount
fe.g., $125,400 < $126,400 but $125,400 + $2,000 > $126,400]
CNBYV > Floor Amount but CNBYV - PFA Setoff < Floor Amount
[e.g., $104,400 > $103,400 but $104,400 - $2,000 < $103,400]

10. CNBV < Floor Amount but CNBV + PFA Increase > Floor Amount
F fe.g., $102,400 < $103,400 but $102,400 + $2,000 > $103,400])

R Y V. E -

o0

o«

(B) | Contingent Consideration calculation example.

1 66527()%
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PROMUTUAL TO ACQUIRE FINCOR HOLDINGS

Boston, MA (June 4, 2009) — Medical Professional Mutual Insurance Company
(“ProMutual”) and FinCor Holdings, Inc. (“FinCor”) announced today that they have signed a
definitive agreement pursuant to which ProMutual will acquire medical liability insurer and
integrated risk management company FinCor and its subsidiaries.

ProMutual, a member of ProMutual Group, a leading provider of medical liability insurance,
announced it is acquiring Lansing, Michigan, based FinCor and its five subsidiaries - MHA
Insurance Company (“MHAIC”), Washington Casualty Company (“WCC”), FinCor Solutions,
Inc., Risk Management and Patient Safety Institute, Inc. (‘RM&PSI”), and Capital Risk
Solutions SPC. When the acquisition is completed, shareholders will be entitled to receive cash
totaling $164 million at close, with two potential additional cash payments which will be
determined by future developments and could total in the range of $0 to $73 million.

Completion of the acquisition is subject to certain conditions, which include obtaining

regulatory approvals and approval of the plan of merger by the FinCor shareholders. The
tranéaction is expected to close by the end of the third quarter of this year.

Through its MHAIC and WCC subsidiaries, FinCor is one of the leading providers of medical
liability insurance in the Midwest and Pacific Northwest, insuring more than 250 hospitals and
healthcare facilities and 5,000 physicians in 11 states. RM&PSI is a nationally recognized leader
in clinical risk management education, as well as the design and development of patient safety
programs for healthcare institutions.

Prol\TIutual Group, one of the top 10 medical liability insurance providers in the country, and one
of the largest in the Northeast, said the acquisition reflects the organization’s focus on
expanding its service footprint both organically and through acquisition. -

“FinCor has an outstanding record of growth and a reputation for client-focused insurance and
risk management products and services,” said Richard W. Brewer, president and CEO of
ProMutual Group. “ProMutual is in a strong position of being well-capitalized, and this is an
optimal opportunity to move in a strategic direction regarding continued geographic expansion.
The acquisition of FinCor not only complements our geographic service area, but will also
bolster our strength and presence in the hospital marketplace.”

ProMutual stated that it intends to preserve the FinCor-affiliate brands and operate FinCor as
an independent subsidiary of ProMutual. The company also noted it plans to retain FinCor’s
employees.

“We are confident we found a good match with ProMutual. As a mutual insurance company, its
policyholders own the company and thus have driven its longstanding commitment to providing
respc‘rnsive coverage and excellent service. This strongly aligns with FinCor’s focus and will help
take our organization to the next level.” said Thomas Dickinson, FinCor’s president and CEO.
“The §acquisition by ProMutual gives us the additional capitalization and resources we were
looking for, as FinCor was mapping its future strategic direction. We are looking forward to
putting these assets to work for our clients and employees.”
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Dickinson added, “The acquisition also helps us achieve our commitment to shareholders by
providing liquidity for their FinCor equity. Many of our shareholders have been with us|/from
the very origins of the company back in 1976. At a time when there are numerous challenges in
the economy, the ability to help our shareholders realize the value of their investment in FinCor
is truly significant.”

“The synergies represented in this transaction are substantial. The companies have no
geographic redundancy, and both bring specialized underwriting strength and clinical risk

management experience to their respective markets,” said Brewer. “Our organizations share
similar cultures and ‘service-first’ philosophies.” .

ProMutual has been advised by Keefe, Bruyette and Woods, Inc. and Skadden, Arps, Slate,
Meagher & Flom LLP. FinCor has been advised by Raymond James & Associates Inc. and
Warner Norcross & Judd LLP.

About ProMutual Group

ProMutual Group is one of the leading providers of medical liability insurance in the Northeast,
insuring more than 17,000 physicians, surgeons, and dentists as well as a large number of
hospitals, health centers and clinics. It is one of the top 10 medical liability insurance providers
in the country based on direct written premium according to Best’s Review, August 2008.
ProMutual Group has in excess of $2.2 billion in net admitted assets, more than $600 rpillion in
policyholder surplus and over $300 million in direct written premium in 2008. ProMutual
Group has a Best’s Rating of A- (Excellent), and is acknowledged as a leader in providing risk
management and claim services to the healthcare community. ‘

Based in Massachusetts, ProMutual Group member companies operate in Connecticut,’

Maine, Massachusetts, New Hampshire, New Jersey, Pennsylvania, Rhode Island, and Vermont.
Member company ProSelect Insurance Company also recently became licensed in Virgi‘ ia.
ProMutual Group distributes its products through independent agents. For more infonFation,

visit ProMutual Group’s web site at www.promutualgroup.com.

About FinCor Holdings
Through its subsidiaries—FinCor Solutions, The Risk Management and Patient Safety Institute,
MHA Insurance Company, Washington Casualty and Capital Risk Solutions, SPC—FinCor
provides industry-leading insurance products and support services including medical li‘ability
insurance, workers compensation insurance and clinical risk management solutions to clients
nationally. In 2008, FinCor reported annual revenues of $97.2 million, and $17 millio 1 in net
income which represented an increase of 12 percent over 2007 net income. The company’s
insurance subsidiary, MHAIC, has maintained a 15-year Best’s Rating of A- (Excellent)  a mark
of the company’s financial strength. WCC, FinCor’s Pacific Northwest medical liability insurer,
which it acquired in 2006, has a Best’s Rating of B+ (Good).

With its years of experience focusing on financial loss protection and clinical risk reduction,
FinCor has built an outstanding reputation for serving the needs of the healthcare industry. For
more information, visit www.fincorholdings.com.





